
There is method in this rice madness 

'' 

Thou,gh this bt madntu, yet 
there ill method in't," goell ii f-a• 
moo, line from Shakespeare's 

1-lnmJrr. tt simply mearis th.at even highly 
c-haotic and erratic behaviour can ha\'C 
:11_1 undcrli1ing, hidden logic. to1:s-t fon\·:,rd 
to 2015, Shakespeare's lucid wlsdo,u Is 
highly applicable to the current mc-ssy 
11tate of t he L-ountry'11 rice indu11try. ll11 
tumultuous crisis i.s baffling evcr)·onc, 
leading to widc11prc;ad finger-point ing 
a.Ltd blamedlrttted at farmers,lndusuy 
playc:rt; .ind 1>olicymake~ alike, 

AS usual, social media is abuu. with 
slanderous statements, fuelled by anger 
and fruur11tilln witb the iylltem . Dul all 
t he pro\•erb says, "No matter how bot 
onc'sangcr,il wiU ne\"l:'roook thcy:uns.'" A 
dear methodology Is desperately Lteeded 
to ensure ever-,-one fa on the same page. 

The current riee Cri/liS, much liki! t hO!li! 
or 1973•1975, 2008, 2020-2021 and 1023. 
11ba1't!S a s-imilar underlying :anatomy.All 
these price crises are primarlly drl\•en by 
ll.O imb.llam;c l.>etwcen (u.nd.;r,ml'.lnt:al and 
technkal factors. Fundatnental factors 
include th<" basic principles or supply and 
demand, which are h,Ouertted by theh· 
respectiw drh"'\"ts {for examp)e, W<"ather 
pat lern:; arfectin,&yield!; and popul.1ti11n 
growth UnpactJng consumption}. Tech• 
nk~l h1ctors,on the other hand,encom• 
pail/I elementii like the 11erd bebaviou,· of 
ti..de1s,struetun1L iss,1es within the in­
du/ltry, logistical ch:1Uenge11 and fu lurell 
market speculation. 

The 2023 rice crisi!I foUowl?da faroilia.r 
p;11tern.1t 1.,eg;,n inJul-,·2(>2;iwhen lndfa, 
a majot' global suppllel', ban.oed d1e ex• 
part o(whilc rice t~> priorith;e clomc:;tic 
supply, espetlaUy for Its population llv• 
ing in pOV<'rty. Thi& policy wa& d<"<"med 
nccc.;:sary to secure the incumbent p,,. 
litkal leader's position ht the202A elec• 
t:ion. \\'hi.It the politid.ins a.ch.ie\'l'.ld their 
objective. the restrictive policy si.gtilli• 
C'ilntly reductd lhe ;a.vail.;r,biJj ty of white 
rice in the world nttuket. 

Consequently, importing countries 
like M;1l::1y,ii1 h.nd le> incre:uc t hc-ir rice 
lmporu as domestic supply had bee1l 
dwindling !;ince thf' pi,ndemic c-~ (from 
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2019 onwa.rds),After years or importing on}y 
201. to 30~ of its domestic requirement, 
Malaysia. now imports over 40'%. This not 
only led to a 11ubst.nnt ial outOm\t of foreign 
ex-change but also disrupted the stablUtyof 
the oouotl)' 's higbh• l'('gulnttd markttcqui­
librh11n, wl1tre both fat'IU and retail prices 
are controlled.Although 

tion, Ma.lay$fan consum('rs were ldt 
with primarily one type of rite, often 
referred toa.s "'mixed rke",despite the 
inherent dh•er.tit)·Of ,•arietiell available 
a.nd the varied requirements of different 
comsuml'.lr 11egmcnt$. 

Thlt situation refle-ctt a syste,nlc 
failure toddiVf:r tlw: right product with 
the ;1ppropriate utilit)' to oon:rumen1 al 
the right timc-.Si.mi:larly, the-system has 
failed tolllllcqu~tdy remunerate produc· 
ers,as powrt)' Is rampant among them, 
ro;ikiog it difficult for th('m to sustain 
tbemseh•ei in the i.11dus1r,·. 

Lverybody has 
the peak p1 itt in 2023 
(USSS29/tonne) was about 
c,ne•third of thcA11ril 211()8 

peak (US$t,(HS),lt sdll had 
.i dam.aging impact on the 
loc-:i} ri C::-1! industry. Sur• 
prisingly,othcr m<1jor im• 
1>orting count-ric?S liketrn? 
Philippines and mdoncsia 
<lid not e,c--p,¢rienoc $imilar 
upbeav:ils. 

' ' 
their own mental 
mode I to describe the 
cri$i5, However, l he 
,nose comprehensive 
framework for ex• 
pl:aining the obierwd 
tvents is the Strue• 
ture•ConduCt· Pel'• 
formance (SCP} 
paradigm, whii;h 
highlights the lnll'I· 
eate inter•dynamics 
~111, d feedback loops 
betW\'cn these three 
elemcnl:$, 

Th<" core of the prol>• 
lean stem,ued from the 
significant price dispar• 
it)' belween imporled 
rice, wh.k.h cost R.M3,600/ 
tonne, .iod )()('.t it)• pro­
duced rice, whic::h h:.d 
.i fixed, lower price of 
k.M2,liOO. Concu 1'fently, in 
the post-pandemk peri• 
00.. produccrdaced a dou. • 
ble burdf'n c,( im:re;1.8cd 
production costs,lat'gel)• 
due tc.> higher (crtili:;cr 

In the context of the rice 
industry, its structure has 
been predetermined by a 
government protectionist 

policy established in 
1971. This remains 
in effect today with 

threefold objectives: to 
increase farmers· income: 

achieve a desired level 
of self-sufficiency; and 

ensure high-quality 
rice at a stable price for 

consumers." 

Structure refers 
to the orga.nisiltion• 
:11 characterilltiu of 
the- i.ndustry,encom• 
passing fai:tor!I lrncb 
as the de_gree of com• 
petition (or eoncen• 
lr.iticm), barriers to 
entty for new play• 

prices and, conseq_ue.ntlv,elevated service 
costs:ro aUevia.te some of this prcssure,thc 
price of p:iddy for pml.-c,,ing vr.t~ adju,tcd 
upwards from R.Ml,200/tonne to R.Ml,SOO, 
thou,sb this u.ltima.tcly rcd1m:d the proRt 
margins for millera. 

c:r:;,the level of pn,1<1• 
uct dlJferentlatJon a.nd the prevailing 
pricing structurc.11ti.s structure, in turn, 
direc.1lyinfluenc:eithcconduct .,ffirms 
within the indus.tJy. 

Cond,~tt l)tJtajos to the bch.wioors 
adoptt'd ~• indusoy pattkipants, indud• 
in_g fflllJ"kttin,s polkiN, pricin,s stnte• 
i;ies:,proJueL range offel'ings, inter-firm 
coordination fl.Lld d«isions regarding 
mf'l'gt'l"II and acqui~ilion~ Thc-.lil' :,c:tion.-. 
then collectJve.ly Jmpact the llldusuy's 
pt'rform~nce. 

As l.>eforc,tbe m;irl(et responded to this 
margir1 S4ueeze I>)• hoarding local l'ic::e fot 
months (a similar pattern was obs.erved 
in 21>08} ;ind by mixing loc.:il ;me! import· 
ed rice to exploit t bt higher prices of the 
liittc:r. Cunsequently,;iftc:r much :mticip:i· 

Puformancc is me.;r,surcd by out• 
comes suc:h lllll efficient)•, pricing lewis 
and the rate of innovation, Crucially, 
thi.s performan~ does not exiiit in i.so• 
lation; It fttds back into and shapt>s 
publk 1,olic;y. Public; po Hey thto ;M:tt1 to 
reshape the mal'ket st,'uMu.re and firm 
conduct,crcating continuous, l'C'inforc• 
ing fced~c:k '""'"' within the sy11tem. 

lo the context or the rice industry, 
illl 11tructure h.;as been predetermined 
~• a government protecdonJ.st policy 
cst.1bli.shcd in 1971.Thj.scomprehcntiivc 
measure rtmainll i.u effi!'ct today, with 
threefold objectives: to increase farm• 
ers' inoomc; achieve a de!ihl"d level of 
self-sufficiency: and ensure high-qual• 
ity rice at a stable price forcon,8umcrs. 

To accompUsh these goals, t he gov• 
cmmeot fixed the indus.try's structure 
in 1971. Pri~s werecont rolli!d through 
a minimumsuppon price for prodUCCl'$­
:111d :i fixed retail price for con.Sumers. 
The .survival of the millers was safe• 
guarded through ii liccn.sing syt1tem, 
while the 1nortopoly Ol'l. ,'ice lmpon. :ind 
krtiliSl(':rdisttibutionwa& granted to the 
NatlOl'l.al Paddy al,d Rice Boat'<! (LPN, 
later Bernas)Hd the National farmers 
At1-ti1>cii1tion (N~fa~), re!;-pcctivcl)•, Thi5 
uructUJ'e has remained umouched to 
this d;1y. 

All documented in the literature, the 
impa.et on tbc country's rict sector fuJ • 
ly mirror!! thetu~tica} expectations.'!'he 
o-.·eralJ effect on the industry is a pro• 
<.'t'SS of Mdeindustriali!lation"',tvidc-nt in 
$('\'er.ii key :area,: 

Stagrtant growth artd lnrtovulon: 
fllerc: h.at1 bcc:n s low gm"Wt h in yield 
and ,ninlmal Innovation wltltln the 
sector. 
Dcclini ni;: sdf-suffic:iency: The <:11un · 

t:Jy'sself-surfidency le\-el in rice has 
b«n ste..adily dcclining. 
Lack of supporting industries:There 
is ll.O ;11lmost complete .;ibscnccc,f re• 
lated small and medium tnterpri.se 
{SME) sectors that would typically 
Oo11rb1h iimund ;1 thriving ;1gricul• 
rural Industry. 

Cost of policies set years ago far outweighs any benefits 

1 • 0 N f'AHO 

Limited new entrants: Very few new 
pl~yers are entering: the industry at 
anyleve.L. 
tncquitablc- distribution: There is an 
uneven and oflen unf:airdi5tribution 
of benefits along the supply c-bain. 
lfon,oompetitive m:arket5:Thc market 
at all levels lacks compeddon.spedfi• 
c.illy, monopolies exist in theclistribu• 
tion of agricuhun1l inpuu(,'Ontroll@d 
byonuge.ncy)andrkeimpons{mono• 
polis,e:d by &:mas). PUrthmnort',oligQ• 
poUsric markets characterise sectors 
suc-h as sC'WS,han,:sting equipment, 
milling and wholesaling. 

The lmpad on market behavlour 
Is st.-tllog 
tim,due to the c:itistin,g policy, farmers 
largely rtm.a.ln confined to farmlrtg with 
Limited opportunities to engage in mill­
ing or to sell (ertiliter ;ind Sttds.Conlle• 
quently,thelr [ncoine ls f'f:SUicted almost 
entirely to ~ddy w ltivation. 

second, the ml1Ung Stttor has bttome 
highly C"Oncientratcd. In the 19705, the 
industry WU ('()IUpC'tilh~ and thriving, 

boat1tin.,g 1,900 mi.U-t1,10-. of which w~re 
cooperative mills owned by famM'rs,with 
~ o( the;sc bri n.s Malay•owncd. 8Y :ro:is, 
howevet, Old y l.Sl l.arge•scale mllls re• 
main and small mills haw largt:ly ('('Qscd 

toexi!;l. 
Third, because prices are fixed - in• 

eluding farmer incomC!f and profit$ for 
mUlers utd traders (with the notable 
excc-ption or Bun.is) - farmers have 
lH!cn unable to accumuh11e llulfkit!nl 
farm capltal to invest in productivity 
impro,·cm('nts.. Sin« alm0$l :di input, 
are imponed and paddy prices are con• 
trolled, their income is buc-lv cnou.gh 
to lt'U.Sta.in a comfort:ible living. Todat~, 
90% or farmers fall into the B◄O income 
catesory. 

Fourth, licensing secures the mllls' 
pcnition within the i.ndu.stry, wbiJe the 
lmp,on. mortopoly sttengthens Bernas• 
stranslehold on the' market. 

The policy hutigni!ic-antl'y !lhaped the 
~havlour of the mllHog sector. 

Firs-t, it ent'Ourases joint ,'tnturc.s ~ . 
tween &>mas and local mms, which have 
tigbterw:d thrir grip on the loc.i.l rite mar• 
lcet with their combined share now ex• 

cceding ~ . Coocu rrnidy, the tx..rga.i ning 
power of farmers continues to diminish. 
kaving them .1$ mere prit'C-t:akcrs in a 
hl.ghlyconeentrated supply chain. 

sceond,during cris¢s, miUt:rs gain the 
p<Jwer to en8Jlgc in hoarding,effectivdy 
denying consumers access to local rice. 

'l'hird, prfoe amtrnl, limit millers' 
margins, leading them to resort to rice 
mildog - blending chc.iper rice with 
higher-quality vari..-tit1 or lac:il ri~ with 
imported rice,to capitalise on the latter's 
higher price. 

Fourth, the stronghold of both prl• 
v.i.tc milkn and &crnas allowed them to 
withhold the sale of STl.S'Jt,.(a lower qu111I• 
ity rice) to co1t.sumers durin_g the 2008 
cTisis.. Onpitc kMJ.6biJJion i.n subsidks 
provided to private :i,id Bernas' millers 
to produ~ this rice, it was u.navailablc 
In the local market. 

Fifth, to maintain thc-ir margins, .i 
number of market malpr:icticet have. 
bttn reported.These Include delaY'f!d a.nd 
o,·erpriccd nt'ds and cxcessiV1:1ly high 
paddydeductlon rates. 

Sixth,tbe inputclistributioo monopoly 
hat resulted in a single fert illser formula 

for all S<>il typi:s s ince 193<>,extreme de• 
lays in fertiliser delivery and persistent 
.;orrupt:ion within Na(i1$. 

Ultimately, the dei,idu!ltrlallsatlon 
of the sector is a summation of all t heS<' 
~1ructur.1I and behaviour:al ineffidenciell". 

The country's long-standing protec­
tioni,t policy ill directly re,rpc_msible for 
the current structure, beh3vlour and per• 
fonna.o« of its rke industry.The contin­
ued C::Oit of thi11 policy now faroutwdgh11 
any benefits. The overall net impact per• 
(c,;tly align5 with the hypoth~sis that 
ce.ntraHsation and total control over an 
industry kad to slow growth .i.nd eostly 
resource di11tortion - a phenome.non h·· 
ident in China, Banglad~tih and Vietnam 
during the 1930$. 

The time Is now ripe for Malaysia to 
usher in ;i new era for its rice industry, 
moving towards a cornpedllw,susu.ina• 
ble and equitable ruture throu.gh a ~re­
fu lly guided liberitliiation. D 
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