. CHAPTER IV

OPERATIONS

The Loong Aik Co-operative Riee Mill Society
(eBuLtwo ma jor operations, nawmely the previaion of
LT '1ees and uarkatinr uerviaes. :

d Hi terieally, thfs function has been sinpularly
1&portaht. #hen the enterprise was set up, as a private
concern-in 1948, its sole fdnction was the provision

of milling services, The prgvisian of m&rketing sarvicis
was a latter development., . :

: 8 The Society uses two Seottish aﬂdo Milling machines
in rica milling, which ean hull about 8 piguls of clean
and dry padi’ per hour. Each picul of good, clean and
di yields an avepaze about 68 percent (by wei )
of rices The remaining 32 per cent is composed of
and Broken Rice. .She amousmt of broken rice obtained is
very small - about & ?y 5 katies for every picul of padi
milled. Two grades of Bran are produced from the Milling
proceas. c,arao Bran.and Pino Bran.

v%io teru ’bgan' here needs to be qualified Bran

is aetually the broken outer covering or husk of the grain,
However cut of @the milling protess, the husk obtained is
mixed with fine rice. powder, crushed inner of the rrain
(t aleurone layer 'which 1s rich in protein. In the

ontext of this st;ﬁy this mixture (of broken husks and
fice powder) is t d and referred to as *bran'., The two
different grades of bran obtained is solely the result
of she milling method employed by the 8Society - which is
1n three atages. This will be elaborated below,

' Bréken rice as the name implies are the broken
bits and pieces of padi grains, which in the milling process
comes out together with the bran. Broken rice is obtained
primarily as a result of the condition of some of the padi
grains sent in for milling. Factors eanducive to the
produetion of broken rice are:

- 4) diseassd padi
41) wunripe grains




$14) Wet padi and R TR
~ 1v) padi which has been subjected to alternating
wet 4and dry conditions, B T

. The percentare of rice obtaired from a given
B quantity of padi is not a constant furction in the milling
§ process, Hance the ratio between rice, bran and broker
B rice is similarly not constant, The ouartity of rice
obtained and consequently of bran and broken padi, from
I a river quantity of padi depends on the factors enumerated
i above. For example 1f the padi is diseased the percentage
£ of clean rice obtained will be graatli,reduced, sometimes
| to about 60/ by weight of the padi milled. Much of the
gadiknillqd will be turred into broken rice, or disintegrated
i into powder to be mixed with the husk as bran. If the
| padi sent for milling contains unripe grains ~then it is
- to be axggcted;thatthe percentage of rice QStainsd'sill

be greatly reduced, ing soft much will be turned into
bran. On the other hand if the padi has not been
sufficiently dried the psdi grains are liable to get
broken up more easily. Agairn the amount of rice obtained
will be greatly reduced. Simiisrly if the padi has been
subject to alternating wet and dry conditiors,

" The Loong Aik Co-overative Rice Mill Society
provides milling services at the same charge for both its
members ag well as non-members. This milline charre,
which is 80.90 for every picul of padi milled is fixed
by the government.l - |

 Members and non-members send in their gadi by
themselves. The Society does not provide any co lection
or delivery services (of padi or clean rice). Usually
farmers us® their own means of transportation - which

is mainly the bi-cycles. These modes of transportation
are used because the farmers do not mill their padi in
bulk. Padi needed for home consumption is milled a little
at a time. e :

The padi sent in for milling 1s first weirhed.
This is recorded in a receipt together with the amount
to be charped for milling. This receipt which is riven
to the farmer acts as a claim later for the milled rice.
In this respect two separate receipt books are used -
one for members and the other for non-members. This is
to facilitate the calenlation and payments of rebates to
members, Payments for milling are in cash and are to be

) S LT T
' " "In accordance with the Food Control (Rice
¥illing) Regulations of 1950.




$ made the moment the farmer claims his rice. Another _
& receipts Book is.used for the purpose of recording receipts
B from rice milling. Hence then there is no room for
B malpractices (like misappropriation of funds received)
B with regards to the money earned by the Society.

8 o The method of milling is in three stages. The

} first stage is primarily concerned with milling. Here

E  the very coarse husks, empty grains and broken rice will

8  be separated from the semi-mflled rice. 3tage two
| follows. This is a combination of #&lling and polishing.

The remaining husks and coverings on the grains will be

 separated from the grairs which will then be subjected
to polishing. Stage two completes the milling process
proper, The quality of milled rice obtained from the
process is high and reflects the standard and efficiency
of the milline method.< The rice is well polished and
contains a minimum amount of broken rice, Stage three
is essentially concerned with the by~-products of the
milling process. A locally-made wooden winnower is used
which processes the by-products of milling from stare one.
Here the broken rice, coarse bran and fine bran are
separated from each other,

When considering the amount of padi milled by
the Society over the five year period certain facts need
to be noted. (See diavram &). The first is the fairly
even amounts of the padi milled per month, despite the
fact that the padi harvesting season is spread only
over February, March, April and May. The amount milled
per month, on average throughout the five year period
amounted to about 770 piculs.]

" While such a pattern is clearly discernible, it
is also evident from this diarram that a slicht monthly
variation exists. The largest amounts of padi milled
per month are mostly concentrated in the beginning of
the year - with the monthly total diminishine towards=s the
end of the year., Thus for example from a hirh firure
of 984.26 piculs in March 1963, the amount decreases

2 _ | ' | |
 This is in a relative sense. From personal
experience, the writer notes that Socleties using the
Kyowa rice Millers, produce rice which are not as well
polished and which contains substantial quantity of broken
rice, po oo ,

3 o | |
 See Appandix Vi1 Table 1.




DIAGRAM 4
'RIGE MILLING - TOTAL (YEARLY) BUSINESS MAGNITUDE AND

QUANTITY. HANDLED BY MONTH, LOONG AIK CO-OPRRATIVE
| RICE HMILL 80CIETY; 1960-196& |
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slowly (and quite irregularly too) to 533.01 piculs in
December cf‘that;year.(SGQprendix VgIB?ablé 1). This
decrease contirued into 1964 up to February when a
firure of 459.33 piculs was recorded. In March 1964 the
firure rose agair. This pattern is evident year after
year from 1960. Evidently such a variation is determined
by the padi harvesting season. Hence the hipghest firures
are recorded during the padi harvestirp months. However
this veriation is limited in extert: allowing thus a
more repulated ard constant monthly business for the
Society over the year which otherwise would be concertrated
only within a few montha. This fact also means that the
Society is receiving an almost constant monthly revenue
from milling. | . \ | I

This monthly variation (for each of the five
years) is illustrated in diapgram 4. This rraph also
shows the range of such variations for every year. Such
a range ts widest when considering the monthly fipures
for the whole five year period - the highest Being in
March 1960 when 1,516.54 piculs of padi were milled and
the lowest in February 1964 when a firure of 459.33 piculs
was recorded. | | |

The other point to be noted is that not only
does the monthly variation exist,the yearly totals also
varies. This is also 111ustratea by means of a rraph in
dia ram 4. From 10,966.67 piculs in 1900, the yearly
total of pedi milled increased slirhtly to 10,998,.82 piculs
in 1961.4 It then decreases constantly to 7,3068,80 piculs
in 1964. Hence the yearly total rross revenue from
milling must similarly decresse. This decrease was from
$9,854.10 in 1960 (which regresents the total millirp
receipts for that year) to $6,620.10 in 1964, This is
shown in table 5 below,

The by-products of the millinr process sre of
great commercial importance to the Society.

Bran provides bulk and protein to poultry feed.
Herce it is of rreat market value. Of the two zrades of
bran produced, fine bran is of a hirher quality and fetches
a higger price of about $8.00 a picul compsred with $4.00
for coarse bran. Prices are however not constant |
especially with regards to the coarser variety. it was
found that throughout the five year period, the price of
coarse bran had fluctuated from §3.00 a picul to $5.50
a picul. For the five brani the price rarely fluctuates

above or belov $8.00 a picu

b I
~ See Appendix VII Table 1.



The sale of bran throurhout the five yesr
does not follow any defirite pattern. (See di:?gam 5??r§23e
depended primarily on the conditions of supply and demend
and does not reflect the amount of millire dore over any
period of time. For example ir. December 1960, wher 370,25
piculs of Bran were sold it cdoes not mean thag the Society
had milled 1371 giculs of padi in that month. Actuaély
only 723.92 viculs ot padi were «illed in that morth.® The
remainder thus represents un=sold stock carried over from '
preceding months. o ‘

’ RQVQ!)“Q from the sale of bran accounts for an
everare of 60,6 per cert of the total gross earnings of
the milling section. Earninss from bran sales in relation
to milling receipts and total rross revenue of the millirg
section is shown in table 5 below. A

However it has been pointed out earlier that

the amount of millinpg done by the Society has tended to
declire, Hence it is to be expected that the amount of
brar produced and receipts from bran sales, ceteris peribus,
would similarly show a declire. However the records of

the Society, as shown in Table 5 indicates & sharp increase
i1 revenue from bran sales in 1961 and 196k, This is
because of the favourable merket price (of §5.50 per nicul)
for bran in 1961, For 1964, thourh the amount of padi
milled in that year was_lower than that of the porevious

ear (by 683.11 piculs)7 the amount of brar =old was hirher
gy 154447 piculs. This actually represents the ursold
atock of Bran bought over from 1963 and sold in 1964. The
total quantity of bran sold and the gross revenue earned
por year is 1{lu3trated in Djapram 6 below.

'Although the quantity of broken rice obtained
does not amount to much, relatively, (about 4» to 5k by

t,Thiaiis taking the averape ratio of bran to
padi milled - that is 1oo§»of padi rives about 27% of
Bran, L ;

6 | ,
See Appendix VIl Table I1.
7 o |
See Appendix VII, Table 1.

8
 See Appendix VII, Table 2.



DIAGRAM §

 BRAN SALES - QUANTITY HANDLED BY MONTH
LOONG AIK CO-OPSRATIVE RICs MILL SUCIETY; 1960-196k
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Year g Bran Sales

TABLE §

KATIVE RICH
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Vd1ling Receipts = Revenue i

BRAN SAL.G, MILLING RECEIPTS AND TOTAL GCROSS REVENUT
LOONG AIK CO=OP:;

MILL SOCIETY 1960 ~ 1964

Total (ross

1960 | %12,590,00
1661 | 9172,560.05
1562 | #12,468.20
1663 | 411,679.00
1564 | $13,019,00

9,854,110
59,887.40
$7,882,30
47,222,40
+6,620,10

NS B Ty

P $22,444010
| 323,447 .45
- §20,350.,50
¥18,901.40
$19,639.10

rﬁww#mzaazus:qaans:nnaan-u;‘

Bran Sales as
arcentare of

" Total Gross

Revenue
(approximate)

55%
58%
61%
62%
67%

source:

Cashbook, Loong Aik Co-operative Rice
Mill Society, 1960-1964,




virht of padi milled) its commercial value canrot be irnored
it is demarded both for corsumptinn (nspecin[ly"hyrﬁhem A
pooper farmers) as well as for livestock feedstuff, The
parket price cf broker rice has been relatively very stable -
ar averare nf J0.,14 a kati. Howevnr consideriny such a

rrice and the amount of vadi milled per yesr one can expnect
tlat, the reverue it can earn in a year would be quite
subatartial.9 However, thourh ii is known for fact that }
the sSocietv had =sold its stock of orozer mice, the
sirvificant point is that it has rot been siowr in either
the Uociaty's records or finusrcial statemerts. Siwd larly
vith recards to the sale of rice. It is krowr that the
wociety undertakes the nurchasing of nadi from members
and non-members toe be milled inte rice and by-procucts, 10
These are sold by the Society in order to obtain additioral :
revenue, However with the excention of 1960, when +612.00 (
vas recorded as revenuc earred from the sale of rice,ll

whe beclety's finarncial records for subsequert yesrs show

no evicverce of any such transactiors.

¥

On the ecxpense side, the millinpg section
incurred ar average of %l?,GZS.%B per yezr, for the five
yesr period. Total experses for each yerar from 19¢0 to
1904k is shovmn in table 6 below., The most important jtem

n the expense side is the 'salaries &#nc allowerces!
which in 1961 amounted to ¢11,280,00. In 1900 the asme
itern accourted for ¢10,880, %he firmure varies from vear
to vzar on accourt of overtime ellowerces civen to the
millirs employees., Vith refererce to the Finarcial
Statemerts of 1901 (see Apperdix V. the other important
itens are 'F'ood and allowarces' and 'Uepreciation expenses!
vhich amounted to v72,590.20 and . 2,865,928 respectively for
thnt, rear, Of special sicrnificance, is the item of

e e o e, A 5 AT (ol T ) L ol A 0 o A A ———
i % e W s A 0 A—— -8 0 o o Yl M M7 g s e o - - - - et o e

9
For example if 7f368 piculs of padi &are milled

(as ir 1904) in a year, and if 4% 1s taken as the percentage
of broker vice obtained (by weight) of every urit of padi
milled, then the amourt of broken rice obtaired will be in
the resion of 294,72 piculs. At 0,14 a ¥otd ite market
value(and hence its potential revenue) will amount to

10 - .
This is provided for by Article 7, section

5 and 6 of the By-laws of the Loong Aik Co-operative
Tice Mill Society. See Apperdix I.

léilling Accounts - Financial Statements of

the Loong Aik Co-operative Hice M1ill Society.

L



DIAGRAN, 6

BHAN ~ SALES - TOTAL QUANTITY SOLD AND  GROSS KEVENUE
EARNED  PER  YwAR |
LOONG  AIK CO-OPERATIVE RICH MILL SOCIETY;  1960-1964
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'food and allowances, ! this is a very nncommon jtem, Such

N oexpense item apneared 4 the millin. NI éhe ;
vociety as a result of the practice kablnvidiéﬁ food

for vhe milling employees vhioh g actuslity ear be eonajdered
cooadditions to their hagie ilary.  ther expense 14ome9f
AT JTuel end oil,! 'sPares, prirtin and stationary',
traveline exovenses', ‘upkeen or buildine'  Tingurapee!
(VaTrKers comper:3atior insarance) arg 'ya eeg (frr the ’
eXLra hands employed durirn noak byl Sirinds. )

. The larcse overhear cost oon willine should hn
nated,  Forp éxample in 1@;1’ exXpenses for ﬁﬁlérj&g fogd,
'#y 2ud allovances alone acesuntod ror o1 124,05 of
tot=]l »iilin: experse of S1G,T701.07, T ~il téa,
elardes and allovarces! ang '"foo!! ~pd llovarces!
averared about QL0 ane 217,14 a riopth, 12

A problem rerardir. millire operations concerns
e auelity of pedi seny fap willive,  Farmers seliorn dev
w00t farmers do rot have the rocuired space in thedir
house compounds to dry the padi; neither czr they of ord
te do it on the padd fiolds, Hence the pedi, especially
imrediztely after harvest, has not been sufficiently
aried, This leade to the amell turrover of milleéd rice
Are et the same time reduces the capacity of the pillinge
nichines.,  The Sneiety has to an extert meGe a moFe towards
thi molving nf this problem. It hee Providesd vithin its
rrevise a cement floored dryin- yarce for usc 5ot orly hy
?ﬂfltf‘ﬁll’? sre hut also YTON":’?E?W‘{'\-’]PS. f‘iO\'.'ﬁVGI‘ this dr‘yir: yard ia
too insutticient to cater for all.

On averare, the net reverne cortributicy of
th: mi1lirc section to the total procos nrolit of the
ceejaty ameovnted to v1,930,62 a verr for the five yonps,
ihe hishest net cortribution to Tross profit of the fnciety
vas in 1951 when a fipurc of v3,686.38 was rccorded. In
1903 however the Society resicstered a loss. This loss
arounted to v164.47. This is showr in talle 6 below.

“his table points out clearly to the Soclety's
Load of wide netronave [Tow menbers and nou=enibars, Uince
Soclety 1s operatins under lurre ovorhead costsl? this

e

T T e o RO 4 4 e 547 | 1 m  14enn e e e
1 a7 S 55 g s s s -~ s -

- " - 5 pr— i

12
See Appendix V,

13%hereby about +14,124,00 out ofmtotal
milling costs ¢19,761.07 (as in 1061) roes to Salaries,

veres, lood and allowances.,
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1660 | F22, 464,10 $16G,302,2 ¥3,141.85 % -
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Source: Cash Hook and Firancial Statements 1060-
1964, - Loone Aik Lo-oprrative ilice
~3111 “ociety.




i=s absolutely esrential in ensurirre th"v vhe Society does
not incur further losses, Hovever, ce the full potertial
nilling business that car be obts 1:»& i' limited by Lh?
Society's area of onerutions. the alterrative Otl( e

) Feduce oneratine cos by eyt

e ro Costs. Ihis the writer feols I=
f\asihln cspecially if the Commition of Fangceront ig

srde mere con361emtin§% in the aopronriation of funde,

sadi warketing

Padi marketinr 1o the anly other 1apo-ta
isu ction of Lh,f‘ Lai yons t\i a(}«-'}‘na Al iv,u ;;’g*;; ‘“&:i‘i ‘
4t thils respect, the CG-Operﬁtlkp Socicty wmrovidas
sorvices for its mesbers as well as !Gﬂhf”“hfrb
1+ the other three bf)—np srabave docietien in the

-

1ich are the only bodies §§"de with licenses tao iirvhase
iri tthf Mf‘("ﬂ) tlh{‘ 5100;3;‘ f\ Gy TwOVEraEt v Gacdc ]
srickes to marketine of bdﬂw for the vhﬁ]‘ Sekinchar

in respect oi padi marketing, SVery poraon unon
g salected to boacome a meaber is recuired Lo erteor irto
an cereesent with the Society lé The forsm of this
arrcement. vhigh ie to he exeented in fovanr of *ho Society
is wreseribed by the by-laws.l® Thi:s nereement is actually
vw4t&cl statamernt of fhc richte and duties of “he
pesber dn reupect of the operctions (padi rorket zxa, of
“iy “ncietve  lovever the sierificart point 1< thit ench
soresvents hag rever ever bnnn made batweern the wO(l“ty
cnd any of its meniers ot 2ll. llere the cuestion thus
merres as the whether thf nevhers are aware ot 211 of
their riphts and duties as mexbors of the Sccietv, It
would certainly aseem not,

ok
L

The Society purchases the frrmors' procuce
\p di) outricht. Hence upan purchese frow the faroers
vhe Lociety assumes title over the voods and takes
ro- ponQ1bilit over its suchqugn: sile. All profits and
losses will t en accrue to the Soclety alone, fenbors!
and non-members' procuce are not differcntisted und neither
¢ocs the Society handly separatuly each incividual wember's

14
See Article 16, By-laws of the Loong Ajk

Co-nperative hice Mill Society. Appendix I.

15 |
See Avnpendix I1.
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produce,

‘“ Yarmers degirous ¢ selling thedr nedi tn the
coclaty eould edther send their !"n"(:ducte'r?*h;;z(‘jff;"tr:; gmi
Loclety on their own EXPERSe Sr pecnzot, é;ﬁﬁénnéfnfkqp

iTos the wociety, Vhe latver hovever i limited to coces
ve the sirmers el to sl thelr nrovuoe in bule. Oy
fhin respect, the Society will cnllect the s fpom

frrmerat hovses (theourh the yoe of lorries)
1y wdther 4o the fory o0 e duenions on the
5 bourht ¥ a lower mrice ner nienl of
mece by the Society on the ie ere foc
services  Guch a nes 216 b oy
ily by the loclety o8
Lemont area in . nehan (which consiate of app soerations
Asen woloocomnect viilace sites ) Further, corrctitien
trop the other Co-operstive socivties Jor tueiress volume
necorsitetes the provision of suck service, |

vue to the nicescity of peyins rebates on
riatrond e cone by the mesbers of the wocicty, records
hoo to be Lept on the avount of padi sold by the menbers
to the Lociety. This ie done by uslng separate receint
bookts Tor ombers ard nun-members,  chile this facilitated
wne duowd the determinstion of the amount of rebrtes ts
Ge padd it &lso dic awey with the recessits of keenire
cvoartra &ne volumdrcus recerd on peabers! natrons ce,
Poovthor the receivts dasued to the nenhore vamld serve
levler as ¢ claim for the actual amourt of rebstes to
vhicti ~achi 20 ther were entitled to,

in order tn urdertake nacl marketinre efficinntly

the woclety I8 equiped with surficiert storage facilities,
Ve storape capacity is Q000 rwwly sacks of nudi each
vedching hotweern 100 to 1060 kzties. “m an averare of 130
Srticn mer sunny sack this would awount to <,000 piculs,
Liwittedly cuch a fisure is swall, considering the amoung
nevelec by the Soclety = which was often in excens of
14,000 piculs @ month. itowever durins the hei ‘bt of the
mtrscting season, when business is at ;ts neak such
storace capacity was tound adequate. This was 16 becouse,
toe padi purchased by the Joclety need not be stored for

creat length ol time. UDuring the hedsht of the
wivoating season Jor exawple, the bulk of the padi
nurchased in a sinrle day was transnorted off, on that
verry same day, At the latest the padi were moved out
after two or three days. One factor contributing to this
situation i=s the availability of comnercial trancnort lorries
ior hire, *this has made it possible for the immedinte
transpor-tation of padi from the Society to its places of

consisnment,

e

e

53
”»
&
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The padi bourht by the Society are sold ta two
v v congsumers, which are commercial enterprises uncdertaking

At b




e millin£ &nﬂ‘§l101Qf rice on larre seal
re the Tanjong harnnz~Co—qperat1veLailling un§2§”§n§"°

Sy Selanfor aiﬁﬁ ﬁill@‘rﬁ ‘ ABSOCi&ﬁiQR {comn .
~vral private comercial rica mills) in Kuaia byspor.

Unde!‘ the padi 'mrkatinp‘ !chk‘emp of 196 Ok
t ., the Soclety sells its padi to the Tanjona9gg;ai§61’
~eon rative Milling Union on a quota basis. This 1s due
t the URKNEE capacity of the Union in absorhins all the
srovuce hardled by its member Societies. 'The amount in
wenes of the fixed quota are sold by tha Society dirnct
o tne Selangor Hice Millers Association in Kuala Lumpur,
cararally the business done by the Saciety with the Rice
iilers Association is rreater by about three times than
it with thé'?ﬁh—anz Karang Co-operative 'illine Union.
Fov example in 1962, total net sales of nadi to the inion
s only 7,102,006 piculs whilat that to the Selanzor
. iiillers Agsociation amounted to 21,522,5% niculs,16
e from the limited abaorbins canacity of the Union,
9it33§icn;ﬁ$5‘br6ﬁ§ht ahout by the Association's
mnror iice Millers Association; nractice of naying
niasions to the Society basad on the amount of breiness
cane with the Agsociation (by weipght of net padi sales),.l7
1l commission was about £0,20 to 30,30 for every picul
2 padi (net) delivered to the Association and amounted
~» »n inducement on incentive for the Society to =sell its

¢l to the Association.

Before the commencement. of every marketine
sonson the Society enters into separate arrcements with
“ne ranjonr Kar Co~operative Millinz Union, and the
~elanpor Rice Mil ers'gesaciation on the conditions of sale
ANG purchssc’affpadi.l ‘The arreements made with the Union
“ni: the Association however are both similar in their
ssntents and purposes, Matters outlined in these |
ciTeements, among othersare the fixation of the minimum
srice for padi, transportation charges, deductions for

T

'  6* } o | ,
1 Financial lLecords of the Loong Aik Co-nerstive

“ice Fill Society, 1902.
'~ Personal interview wit ‘
Wiicer, Division of Co-operative Development,

- " aag Appendix & for the full texts of a specimen
aﬂreemant,b‘tﬁizggiﬁ?Society,andbh@ Selangor Rice Millers
hssociation. | -

h the Co-opcrative
Kuala Lumpur.




pod cture cbnteht» disputes and the righ
a7 hoth parties £° the apreenert, "dghts and rocponaibilities

However, the Society's marketin- cchemr for
1703 and 1904 was not wholly similir to thén'g?eshn‘g;nceding
vonrs. A chan=e was brourht nhout as a result of a dirsctive
ont tn the Society from the “inirtrv of A-riculture and
;ﬁnnpgragqug, ‘Acgordingly tha Loone Aik Co-onerative
teo i1l Soclety was to aell prdi from the cron in its
svea to o or through its Co=oporative M4lling Union oniyi
aro rot direct to any cother nrivite srpanizatiors as has
heen the practicendn the past.  Secondly, the Society
tixoeoploy a standard nmod-ture rmitor Tar the o anrnase
stondardising the mensureron® of modsture eontert »*

[ 1
)

1
suie &

On paper this would mean thst the Society has
5 direet all 1ta sales tn the Tanjone Xorane Comnnerstive
3i1lings Union, and instead of rurchasine direct from the
2oty the nrivate orranizatinns (Selanwor illce Fillere
ciations) had to obtain its sunnly of madi throuch
iinion, However in practice, this did not char~e the
sitnstion to any sirnifieant depree. Due tn the limited
ceracity of the Co-operative Milling Union most of the
“acisty's nndl has still to he directed to the private
e zmillers. In fect lorrics from the nrivate 121lls
castinued to load padi direct rom the Society and
coovienart 4t back to Kuala Jumpur, The only difference
-~ in +*he paper work involved between the Union, nrivate
Tice xills and the Yocicty. The privite rice miilrrs had
© have their permits and papers endorsed by the Union
0 the Society. The other impoartart aspect of the directive
o rgwnrdinevt e u~e of & mointure meter for the nurpose
5f standardiging the measurement of the moisture content
51 madi. The Society was to use this meter in nurchazine
nndi from the farmers, Accordins to the existine covernmant
romlated scheme,19 dry padi (of marketable quality) is
-xrrrssed as 12% moisture content. Bayond this the Society
‘s allowed to make deductions. Accordingly the scheme is

"o follows{Table 7).

Beyond 18% moi-ture content the Society is
~11nved to-r-”agg: the padi altorether. OSuch a detailed
achene was however never outlined in the arreements made
(every yoar from 1960 to 196k) betwsan the Soclety and
its buyers, All that was stated was "No deduction will
ho wade for normsl moisture content of below 12 or dirt

content,20

o - N - 2 s

"VQTﬁféﬁéhth@ ginigtry'éf Commerce and Incdustry,




molcture content, disputes a o 14 oht c ,
i hoth parties fo thg“g;;eiggng?? rights and responsibilities
‘ 30“*’@‘9!’5 the fsacigt,y’s m‘arket%n cchamn

1063 and 1964 was not wholly similer to that g?"‘;};@"g;‘@c,mg
voorse A chanee was broupht about as a result of a dirsctive
sont to the Society from the iinistry of Agriculture and
“a-operatives, Accordingly, the Loone Aik Co-operative
“ice i1l Society was to sell padi from the crom in ite

o to or through its Co=operative Milling Union only
~vot direct to any cther private orgenizations as has
won o soploy a standard nmojcture reter Pap the surrnse
standardiging the measurement of moisture contert sf

# s I

| ~ On paper this would mean thet the Socicty has
o ¢irect all its sales to the Tanjons Xarang Coenverntive
linr Union,; and instead of nurchasine direct from the
~ty the private orranizations (Selansor hice Fillers
nciations) had to obtain its sunnly of padi throuch
L+ Union, However in practice, this did not chanre the
notion to any significant degree. Due to the limited
spacity of the Co-operative Milling Union most of the
“scisty's padi has still to he directed to the private
sier millerss In fact lorries from the nrivate mills
sootinued to load padi direct !rom the Society and
Coomensrt % back to Kuala lumpur. The only difference
5 in +he paper work involved between the Union, private
Tice ills and the Society., The private rice millers had
=, have their permits and papers endorsed by the Union
i the Society. The other importart aspect of the directive
45 rgqardingtge use of a moisture meter for the purpose
5f standardiging the measurement of the moisture content
21 nadi. The Jociety was to use this meter in purchagine
ntdi from the farmers. Accordinc to the existine covernmaent
rrrulated scheme,l9 dry padi (of marketable quality) is
~xrressed as 12% moisture content. Beyond this the Society
‘s allowed to make deductions. Accordingly the scheme is

e follows{Table 7).

" Beyond 18% moisture content the Society is
gllquedkta,resz:;‘the'padialtogethar. Such a detailed
achene was however never outlined in the arreements made
(every year from 1960 to 1964 ) between the Society and
its buyers., All that was stated was No deduction will
he rade for normal moisture content of below 12% or dirt
content,20 - |

'!;sfﬁ§éﬁéh fhé Ministry of Commerce and Industry,

20
 'See Appendix &, Item 5.




SCH:ME ON DEUUCTIONS FOR MOISTUKE CONTRN PA
e ~ PURCHASES CONTENT OF PADI

Moisture Content of Padt Deductions allowed
ST (a8 % of pross padi weight)

13 to 15% o
15 to 17% L .
17 to 18% | ’s

~ Source: Personal interview; Division of
. 1‘;f»GﬁaoperativeVDuvolepmcnt. |

However, although the Society scquired such a
uoisture meter, this has pever been made used of.In the
first place, the use of a moisture meter is too time e
consuming, Secondly it entails some amount of complications v
on price fixation. Every gumny sack of padi to be purchased L
rust be made, and price has to be calculated baned on the
net weight af,the‘padi. There are also limitations to
the efficient use of the meter. For instance different e
parts of the gunry sack sometimes give different readings, P
lore serious etill is the farmers' objection to having R
their produee inspected or deducted or even refused S E
altogether. However, thaTmost 1m§:rtantcreaaan :: provided RS
for b wolicy of the Tanjon rang Co=-operative P
ﬁilliggtgzigzlqu:the,Selaazgr §1co Millers Association el
with regards to the purchase of padi from the Society. S
These two did not make a similar use of the moisture meter,

Instead deductions for moisture content were made at a >
flat rate ranginz between 6 to 10 per cent of gross padi b
weight, Hemce it is to its obvious disadvantage, if the e
Society eomplies with the Government regulated scheme.

For while this may ¢man & decrease in business volume (since
padi with mcisture cdntent above 18% may be rejected) the
deductions made by the Soclety for its pgrehaaqs will not

be at par with those made by the Society's buyers,

wvred dogutrons based on kg

e

o runsd be lns sm" "- &e&, ,lg,ha{‘ , 

Veolslawre codtemt T



~ In the marketing of padi, there N |
larre Qpﬁmtiﬁgﬁa itali Thisp;s ;mﬁggli‘; :en;:dtg gr ;‘,
initial stages of the marketing season (which coincides
with the beginning of the padi harvesting season) when
purchases has to be made with Society's own capital
funds, ’hPxn??ﬂ'fﬁr"e‘gitthbeeanaa less acute whan the
marketing season is well under way, since receipts from
sales could be rotated to pay for purchases, Hence before
neerly e"’?,’*#*‘tigg season, loans were applied from
the government through the Tahjons Karang Milling Union
at a nominal interest rate of 6% per annum, These loans
for 1960 and 1962 amounted to $20,000 for each respactive
year. For 1963 this was increased to $30,000, The same
amount was applied for in 1964, The Society did not
take any loans in 1961, Throughout the five year period,
these loans have alwaya been repaid in full within two
monthe, that is by the end of the marketing season, Thus
the amcuntef 13@3“8‘5 P‘Y‘ble was kept at the very
minfmum, T T

 Mention must now be made on the system of orieing
adopted in the marketing scheme of the Society, Firstly
the selling price, This is determined by the separate
arreemerts made betweer the Society and the Tanjong Karang
Co-operative Milling Union and Selangor Rice Millers'
hssociation.?l Accordingly "the Price of padi of fair
marketable quality will be $15,00 per-picul ex-Tanjong
narang or $lh,7ﬂ,gerpicul~loadod onto lorry ex-Sekinchan.”
In 1964 however this ﬁ:aranteed minimum price was raised
to $¥16,00 ex-Tanjong Karang or $15.,80 ex-Sekinchan. This
price however is for the net quantity of padi sold -
after the deductions for moisture content and dirt were
made. The difference between the price ex-Tanjong
Karangz and the price ex-Sekinchan (which is 30 cents)
actually represents the transportction cost from the
society to Tanjong Karang which has to be borne by the
seller. 1n case of a sale to Prtaline Jaya, then, the
nurchaser (Selangor Rice Miller's Association) pays
for the transport cost from Tanjong Karang to Petaling
Jaya, The transportation cost from Sekinchan to Tanjong
Karang however varies with the years; from $0.20 to

+0.30 per picul, |
 With regards to the buying price, this 1a

basieally'fixed.bysznkagreement:reached between all‘the

Co~opef&t1i§’5961¢€i¢s inthe Sekinchan area. Rather

than fiakiﬁg“afﬁficefcampatition (due to the fact that all

the Societies have the same area of operations) in order
to achieve maximum business volume, such a move was made.

 “see Appenatx IV




However this price agreed upon is determin the | '
nlace by several other factors. Most in;e:gaété gg’tiﬁﬂt |
deduction for dirt and moisture content made by the Society's
buyers. On average, these deductions made by both the

Union and the private millers amounted to a flat rate of

9 of rross padi sales.22 Moisture deduction is always

at its highest at the beginning of the marketing season

{10% of gross sales by weight)dig%nishinz slowly to about
os or 8% at the end of the season.<3 Since the Society
dnes not make a similar deduction on its purchases of
nadi from the farmers, the value of the equivalent amount
is deducted from the price due to the farmers. And since
the moisture deduction diminishes with the period of the
marketing season, this amount (deductable Szcs the price
paid to the farmers) similarly diminishes. o

., Another important factor is the margin needed
by the Jociety to cover its overhead marketing costs like
salaries and allowances, food expenses and travelling
expenses.(See table 9). However, throughout the five year
neriod the margin deducted by the Society did not remain
constant,  For example at the end of the marketing season

- Rt i T P N

22 S
~~This 4s in absolute terms, that is, weight of
padi deducted for moisture content and dirt over the
welizht of gross padi sales. In percentage terms, this
averare is lower. For example in 1960 with a maxisum
moisture content deduction of 10% and a minimum of 6%
the average deduction will come to 8% of gross sales.

; TB?his is done on the basis that padi sold at
the end of the marketinz season are those which has been
stored for a relatively lonzer period of time and hence

has a lower moisture content,

z§F°r gxamp1e gt the beginnineg of the marketing
season in 1960, deductions for moisture content made

by the Union (and the Millers Association) was at 10%

of "roass sale, The price at which the Society sells
its*padirwasf§1h47ﬁfper~ icul ex=Sekinchan. From .
this selling price of $14.70 per picul theVSQeiety thus
deducted 10% or $1.47 to cover the deducticn3~mad$ by

the Union and Millers Association, on the Society S gross
sales, At the end of the 1960 marketing season, the
deductions Poy moisture content fell to 6%fof~gross’aa1es.
llence the deductions made by the Society on the price
(of $14.70 per picul) was $0.88.




in 1963, the Society operated on a mérketing margin which

wis as low s $0.04 a picul. This is no dor Fin whie

d@termination to compete with the prices 4n the blackmarket.

~ The other dedﬁction médereﬁ the pus
minimum price is the handling charge. This i:&§§:t:§g'
loadine of sunmny sack into lorries and amounted to 12

cents a gunny sack of padi,

 After all these deduction are made the final
nrice to be paid to the farmers will be fixed by an agiiement
éetween'th@; nagewent Committees represertins all the
vocietles in the area, As deductions for moisture content
made on sales are decreased, fresh arreements are made

to determine the new purchasing price of padi. Hence

nrices received by the farmers increase= to the maximum
annount by the end of the marketing season. The methnd

of arriving at this price is shown below. (Table 8)

‘_;‘kffablef9‘%elﬁw shows a concise overall pictarec
on the padil marketing situation over the period of 5 years.

~ . From this price analysis, it can be noted that
the difference between the GMP and the rice paid to

farmers per picul of padi (except for 1963 and 1964) amounted .
to an average of about $§2,20, substantial portion of T
this (about half) regresents the deduction made for -
moisture and dirt, owever this deduction which is based

on an average flat rate of 9% of gross sales is essentially
arbitrarily determined. As such the puaranteed minimum

nrice imposed by the governient was rendefed ineffective, ot
since the deductions made (which are not in accordance —
vith the sovernment rerulated scheme) tended, ®on the B
vhole, to become too excessive thereby absorﬁing much of

the benefits of a high GMP,

: " The remsining portion, which amounted to about
+0,90 represents the marketing costs for every picul of
radi. This is made up of trapsport charges, handling charges
or.d margins for overheads (lifle salaries, wases travellinge
allowances and f-od allowances).

| Hence from a GMP of 115,00 per picul =
ex-iar jong Karang, (1960-1963) an average of 86.9% of the
naryin to the society, while the remainder (8.3%) amounted i
t0o the deductions made by the s:ciety ogtthe price to cover L
vinilar deductions (for moisture and digt) made by the
Union or MiHers Association &% the Socletys' iross Scales
(by weight). A similar situation prevailed in 1964,

ff“Fffgig57ragards to the‘marketing‘cOSts over the

vears, wages, salaries and allowances accounted for over




.~ TABLE 8 |
PRICING METHOD ADOPTED BY TH: LOON AIX  GQ-
OPERATIVE RICE MILL SOCISTY 1960-1962 %

rice st the Society's level (per picul)

(usranteed minimum price (GMP) £15.00
Iransport charges , 0.30
Price to the 3ociety (per picul) S oy
R | : .70 *
Price to §he Socigtyw o 14,70
Deduction on price for moisture and diret $1.47
Veduction for handling charge 0.12
Deduction for ma:keting margin 0,51 2,10
Net Price te farmers. (per picul) 12.60 ¥

——————

+« The position in 1963 and 1964 differed slightly on

account of the fact that the G.M.P. for 1964 was $16.00
a picul and the transport charges in 1963 was $0.25 a

This &lb;?ﬂuper picul (net price to the Society) is on
net sales after deductions (by weight) for moisture and
dirt. : ‘ o

The netkprice to‘fhrmefs' is however on the gross weight
of purchases. No deductions on purchases are made by
the Society, except for 2 katies-which represent= the

waight or a ounny sack.

Source: Personal interview with the Cormmittee
L of Management, Loong Aik Co-operative
Rice Mill Society.
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ro% of total costs. For examnle in 1961
{vhich represents the total marketing oxm
- the Society in that year) &#, 387,
oo paynent to wages, sslaries and allowarces.?5 Other
jmnortant items are handlinr charpes and lorry traﬁqﬁdrt
wiich in 1961 amounted to 315,580.,63 and . 1,200.8L
~oomectivelys.  The other remairine exnense ;tems are food
~ilowances, travelline allowarcon, prirtine andwﬁiaﬁféﬁefy
irtornst on 1eans and,othar miscellineous eXpenses, ’

out of 16,249.55
7 experses jricurred
L8 or 54.7% was incurred

In respect of the actual opurchases and sales
oi naddi, thouph this is mainiv confined within the harvesting
v bh g tnf February, Farch :rd Aorii) it does not preclude
the eorrying out of marketing sctivities in the nther morth
¢ the year, This is eanecially with rerards to purchases
houeh the amount handled is relativelv insipnificant
m compared in the peak months of the marketing season.
s situation is granhically illustrated in Diapram 7.
nis dinrram shows that the bulk of padi purchases in
r pre yefy were made in the worths of rebruary, verch
April = with its peak month, Morch, coincidine with
1 nenk harvesting season. Such a tendercy is however:
ynt. a0 evident in respect of padi salesn,{5ee diarram 8)

Table 10 below shows the yearly totals of
~nrchaaes, sales anc revenue tor padi marketirg for the
Soriad 1960-1964, It must be noted here that the amouvrtse

qif7erernce botween the fross purchases ond ret
tna, Thiz difference is nccounted for by two factors:

a) Deductions for moisture znd dirt.
b} Shortarges,

Shortages, refer in the dirference indtﬁeqfeizht
A1 midi recorded at the Gociety and those recorded atv
~ither the Tanjong Karans Co-operative 3lling linion or
. v - L2 . B . ) <y . . " 3 -
riarsor Rice liillers Associstion (Petaling Jaya)§6 {hls
cue to & number of reasons, namely shrinkage, <® wrong
wresent and pilferamc, However the proportion ot
e ;gy wiight? last through shortares is practically
‘lirible., For exampnle in the 1962 marketing seAasor,

15 amounted to only 76.47 piculs. Accordinsly, the

© o s o Pl i 3 S AR —————

© et 2l o
-~

25

See Appendix V. Padi Accounts.

26defined here as reduction in the weizht of nadi

dne tn loss of moisture content such is caused by heat,
end prolonged storage.

Tk




DIAGRAE 7

PALT  PURCHAGES (GROSS) = QUANTLITY HALDLED BY WORTH
LOUKG ALK CO-OPRRATIVE RICH MILL SOCLETY  1960-1064

rose Purchases

o -~

(in piculs)
37,50q

35,000 u ,

L

30,000

] 1962

15,000 - 1961 .

9 10 1 12 13 1415
v, wichoritn . §
69 8 Or Of 0C OLwwo
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PADI SAL&S“\:“T) QUALTITY  wps oy op :
. - 1 HALLLED  BY MONTH
LOONG  AJK CO-OPERATIVE RICE MILL fSC‘fCIE?jTY, 196{; 1962, 1964
p 204, L%

Net Padi Sales
(in piculs)

22,000 1 1962

-

1¢,000

.

1960

'y

14,000
) 1964
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rovenue lost on account of this shortaze was ?1,102.50.27
kith refarence to Yabla 10
2lzo be drawn to 1963, A net loug of’
for this year. The princinal c¢iuse of this was the
sompetition in padi purchases, hotwean Lhe Sgciwty and
the blackmarketeers operatins ip the area, Fcr‘exaﬁﬁie
viith reforeance to Tahle 10) towards the end of the marketine
=¢3on, the aituatisn was such that the buyine nrice of ’

i was raised to a maximun of £13,70 a picul to comnste
&hothe arices offercd by the unlicensed Arent s, T™ia
o enrried out a9t the axnanse of a low narketine mor-in
2 only 20,04 a nieul,  Throurhout the padi marketin=~
seoson nrices in the blackmarket and those made ho *ho
dnciaty differed by ahout 0,30 per picul., At the start
ot the narketirs seassn, ths price nadi by the Sociecty
tor its purchases was $12,70 per nicul, whila that in

© hlockmerket wvas at H13.00.  However when the Society,
- retaliation increased its price to ©13.10 a nicul
o blackmarketeers offered “13.L0 a nienlsy the nrice

: blackemarket rose to ©13,70 - which ultimotely

pirice paid by th- Soyéety to the farmers at the
the marketirs :eason, This orice differepce
3y while it serves to draw the business away from
thc bociety, it also forces {though its nrice raisines
tondency) tha Society to operate on a lower marketing
S . The net result is a loss in the economies of
(thereby increasins the c¢ost per unit of padi
o), a smaller marsin ty cover overheads and consacouently
ast loss in oporations.

_attention must
%1,753.97 was recorded

Blacktmarketing as enrricd out by unlicennag
“ronts as chisfly proavalent In 1962 and 1963, Howovor,
it officted the Society most in 1903. 1In 1952, the
"> done on the Society's business was quite snhatontial
oo, in that year the Soclety repovtaed that i? i daine
soty half the amount of busiuness dore the previous vwenr 29

s o e oyt gt
D Sl AR A T S ol

27
Inspection Loports, made by the Co-onerotive
Itficor from the Division of Co-onerative Levelovment.

28 b >ratd
Inspection leports, made by the Co-operntive
“ieor from the Division of Co-oporative llevelopmert: dated
.7.1063 and 26.3.1957.

¢

2 N RN .4
9Inspection report, made by the Co-operative
Nfiicer, Division of Co-operative Levelopment; dated

30.3.1962.
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lence it 1s evicent thet blackmirketing constituted the
hizzost problem faced by the socisty in padi merketing

ir the five year period.

“here are 8lso allerstiors of unfeir practices

e &t the other end of the morketin- chein, the illers
ot Vetsling Jaya.  The firet is vith repards to trar:rortation.
Douch, takdine the Cive veors o op o vhole thia doeps 1ot

ititute &5 a real problem, there were times, ecapecially
'61 when rreat difficulty wes experienced ir obtaining
v transport; lorry drivere hed even to he bribed and
uaded to do this task. Further, unloadirg at the
ille in FPetaling Jaya vas ofter held ur with corsiderable
~loys causing the undertakir~ of lorry transnort for
uneconomic, This may be perheps the delayine tnctics
* the millers who are under contractual ochliration to

schéicea a&ll padi at mill door vhile the stora-~e srd
stock eorditierns do not permit,. 0
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DSee Appendix IV, article 4.



