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Hundred percent Self Sufficiency Level (SSL) is desirable, 

but to whom…

1. Policy wise, 100% SSL is deemed desirable because:

• The nation’s food security is enhanced (psychologically)

• Import bills on food would be reduced

• Farmers’ income would increase

2. But the market players do not really care where their rice is 

coming from, so long as they can make reasonable profit.  

They will not carry local rice if it results in a loss

3. And the consumers do not really care whether their rice is:

• Grown locally

• Imported legally, or

• Smuggled illegally

as long as it gives them fair value



Once achieved, can it be sustained…

1. Common approaches to achieve 100% SSL:

• Opening new granary (against limited suitable land and 

competition for other uses)

• Increasing yield (against historically almost static 

productivity growth)

• Improving existing granaries (irrigation density)

• Cropping intensity (double cropping and 5 crops in 2 

years)

2. Sustaining 100% SSL can be more difficult (and more 

problematic) than achieving it, given:

• We are high cost producer

• Market players and consumers have no loyalty to locally 

produced rice

• Our neighbors are major rice exporters
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For farmers to plant paddy and the industry players to 

engage in local rice…

Margin is 
sufficient for 
farmers to 
continue planting 
paddy.

Margin depends 
on paddy price 
and production 
supports 
(subsidies).

Price of paddy has 
to be sufficiently 
low to enable 
them produce 
competitive ex-mill 
price (wholesale 
price for rice mill) .  

Ex- mill price = 
paddy price + rice 
conversion rate +  
processing cost + 
margin

Ex-mill price has 
to be competitive 
against smuggled 
wholesale price.

Rice Millers

Farmers

Distributive trade



Currently, rice reach consumers via the followings
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With 100% SSL, the only alternative is smuggled rice
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GAP between FOB and local wholesale prices determines 

smuggling severity

FOB Price

Smuggling Gap
• Smuggler 

margin
• Switching cost

RM

Maximum wholesale  
price before wholesalers 
switch to smuggled rice

Optimum wholesale 
pricing for local rice
• ST15 (green)
• SST5%, equivalent to 

TWR5% (blue)

If local prices 
are increased*

Wholesalers would 
switch to smuggled rice

*Note:
• Local rice price increased substantially during 2008 crisis as paddy price shot upward 
• Crisis over, paddy price remains high because of price standardization (RM1,200/MT), 

but leads to glut in paddy market



Without intervention, market price for paddy (and local rice 

ex-mill) will follow international price fluctuation
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But to protect farmers’ income, we keep local ex-mill price 

stable amidst fluctuating international price
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Currently, the well being of the Industry is maintained when

Farmers

Millers

Farmers get  fair 
returns 
commensurate 
with their efforts
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Instruments/approaches used to manage the Industry 

Adequate income to continue perform 
Social Obligations

• Gate keeping role (import monopoly) to 
protect local rice  from direct 
competition with imports

• Reasonable margin from import to 
perform required mandated duties:

 Stockpile; 

 BOLR; 

 GMP; 

 SSHP; 

 SPB

• SPB & SUMK
• BOLR by BERNAS
• Competitive price

Sufficient income 
• Subsidy (output & input)
• GMP & guaranteed 

market (BOLR)

Farmers

Millers

14

IMPORT RICE

LOCAL RICE

Abbreviation: SPB= Skim Pusat Belian;   SUMK=Skim Upah Mengering & Kisar;   KBB= Kilang Beras BERNAS;  BOLR= Buyer of Last Resort;   GMP= Guranteed Minimum Price;   SSHP= Skim Subsidi Harga Padi ; 
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Sufficient margin

• Price ceiling and 
price control

• Variety of choice 

• Policies & Acts
• Funding
• Infra 
• Enforcement
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RM2.2 billion subsidies spent in 2014 to sustain the industry

• Insentif Peningkatan Hasil / Yield 

Improvement Incentive 

• Introduced in 2006 but later 

discontinue in 2015

• Farmers receive incentive at the rate of 

RM650/mt for every 1% increase in the 

paddy production (based on3 seasons 

average)

• 10mt/ha incentive.  Farmers to receive 

additional RM650/mt upon achieving 

10mt.

RM480 million (SSHP)
• Skim Subsidi harga Padi / Paddy Price 

Subsidy Scheme 
• Introduced in 1979

• Farmers receive RM248.10/mt 

(through e-banking) upon sales of 

paddy to registered mills.

RM80 million (IPH)

RM528 million (GSR)

Consumer  Rice 

Price Reduction Cash

• Insentif Benih Padi Sah/Certified Paddy Seed Incentive

• Introduced in 2007

• Open tender to Bumi Co. (registered MOF)

• Must own mill and machines to process certified seed

• Yearly quota 80k mt approved by MOA

• Certified Seed produces to sell to farmers, seed at a 

discounted price of RMRM1.40/kg (ex-mill), instead of 

RM2.43/kg market price) and they receive incentive of 

RM1.03/kg based on their product quota

RM465 million (SBPKP)
• Skim Baja Padi Kerajaan Persekutuan /Federal Paddy 

Fertilizer Scheme 
• Introduced in1952 by the Colonial Government

• Skim Insentif Pengeluaran Padi /Paddy Production 

Incentive Scheme

• Introduced in 2008

• Farmers received based on hectarage cultivated

RM563 million (SIPP)

RM85 million (IBPS)

In Kind + Price 

Reduction (seed)

Rice Subsidy Output Subsidy Input Subsidy

 GSR: Government 

Subsidized Rice 

 Introduced in April 2008 

as policy response to 2008 

crisis

 Monthly quota is 60,000mt 

(cater about 30% of 

nations’ rice demand).

 Millers given RM750mt 

subsidy  for them to keep 

ex-mill price at 

RM1,350/mt ( instead of 

RM2,100/mt market price) 

to wholesalers (quota 

holders).

15

24% 

RM528 mil

25%  

RM560 mil
51% 

RM1.1 bil



Even so, the local rice sector has been strained lately due to 

high paddy price and low FOB

Farmers

Millers

Farmers get  fair returns 
commensurate with their 
efforts
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Consumers have ready 
availability of rice of desired 
quality at fair and stable prices

Post-harvest intermediaries get 
adequate margins to sustain their 
businesses. 2. BERNAS has insufficient 

income to perform Social 
Obligations due to lower 
import sales (losing out 
to smuggled rice) 

1. Millers suffer inadequate 
margin due to high paddy 
price. Many cease buying 
paddy or limit purchase, 
leading to “glut” at 
BERNAS mills

4.  Long term 
SSL at risk

KERAJAAN MALAYSIA

WHOLESALERS & 
RETAILERS

3.  Those not 
involve in 
smuggling suffer



In short, although 100% SSL maybe desirable, 

it will not come cheap
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Supports for rice industry are prevalent across the globe, 

including countries where rice is not their staple grain



Although not WTO compliant, Domestic supports and 

protection on rice is highest among all commodities

20Source: Antoine Bouet, “What can the Poor Expect from Trade Liberalization? Opening the “Black Box” of Trade Modelling”,  International Food Policy Research Institute , MTID 
Discussion Paper No. 93,   2006



Especially in more developed countries

21Source: Antoine Bouet, “What can the Poor Expect from Trade Liberalization? Opening the “Black Box” of Trade Modelling”,  International Food Policy Research Institute , MTID 
Discussion Paper No. 93,   2006



Even USA’s support on rice is very high, although it is not 

their staple food, as NRA figure shows

22
Source: “Distortions to Agricultural  Incentives: A Global Perspective, 1955–2007”, Kym Anderson editor, The World Bank and Palgrave Macmillan, 2009

NRA:
Nominal 
Rate of 
Assistance



And the testimony of their Agriculture Attache

23



Production supports are prevalent in all Asian countries

24

Source: Tobias A, Molina I, Valera HG, Mottaleb KA, Mohanty S. 2012. Handbook on rice policy for Asia. Los Baños (Philippines): International Rice Research Institute.



Including the exporting nations

25

Source: Tobias A, Molina I, Valera HG, Mottaleb KA, Mohanty S. 2012. Handbook on rice policy for Asia. Los Baños (Philippines): International Rice Research Institute.



And direct payment to farmers is common in advanced 

nations

1

1 • Direct payment above market price is 
common in advances nations

• Korea model, introduced in 2005, would 
be closest to the stabilization fund 
proposed, because it has fixed and 
variable payments

• Fixed payment is liken to our input 
subsidies (fertilizer, etc.) and Paddy Price 
Subsidy Scheme

• Variable payment is akin to the  
proposed stabilization fund (on the 
production side)

• In Korea case, however, the payment is 
linked to farm management.  Basically, 
farmer is eligible for fixed payment by 
planting paddy and caring for it.  But to 
qualify for variable payment, he needs to 
meet precision farming criteria such as 
meeting standard for pesticide residues 
and comply with recommended use of 
chemical fertilizers.

1

Source:  Song Soo Lim, Decoupled Payments and Agricultural Policy Reform in Korea, Selected Paper prepared for presentation at the American Agricultural Economics Association Annual Meeting, 
Portland, OR, July 29-August 1, 2007



Aside from farmers’ income support, consumers welfare is 

also common policy feature for food security

27
Source:  Food security in Asia and the Pacific. Mandaluyong City, Philippines: Asian Development 
Bank, 2013.



Such as Fair Price Shop in India

28

Source: Food security in Asia and the Pacific. Mandaluyong City, Philippines: Asian Development Bank, 2013.



Or RASKIN in Indonesia

29Source: Food security in Asia and the Pacific. Mandaluyong City, Philippines: Asian Development Bank, 
2013.



Supports at both ends are common, like our neighbor 

Indonesia

30
Source: Sutarto Alimoeso,  Indonesian Rice Industry, paper presented at the 6th The Rice Trader World Rice Conference 18-20 November 2014 Phnom Penh, Cambodia 



And the Philippines

31
Source: Caesar B. Cororaton, “Philippine Rice and Rural Poverty” an Impact analysis of Market Reform Using CGE”,  International Food Policy Research Institute , MTID Discussion Paper 
No. 96,   2006



We share many similarities in terms of policy

2

3

1 Farmers’ income 
support/subsidy

Subsidy to consumers

Tariff/import 
duty/quantitative 
restriction

1

1

1

2

2
2

3

3

3

State trading 4

4

4

4

32

Source: Tobias A, Molina I, Valera HG, Mottaleb KA, Mohanty S. 2012. Handbook on rice policy for Asia. Los Baños (Philippines): International Rice Research Institute.
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Although never 100% self sufficient, we have come a long 

way in terms of SSL

Rice self-sufficiency: A question of geography? David Dawe,,2014  http://irri.org/rice-today/rice-self-sufficiency-a-question-of-geography 22/9/15 

High deficit, 
Low SSL, 
during 
colonial times

Low deficit, high 
SSL, after 
Independence

http://irri.org/rice-today/rice-self-sufficiency-a-question-of-geography


Although 100% SSL is going to be costly, 

it is not impossible if we 

are willing to pay for it



Including the cost to ensure that the 100% domestic 

production is matched with 100% domestic consumption

1. Competing for retail market, industry players will go for 

“alternative source” if local rice is too expensive

2. Huge production supports to encourage paddy farmers to 

continue planting paddy, as well as to keep paddy price low 

so that industry players would not resort to smuggled rice 

3. In the event international price of rice is too high, rice 

subsidy need to be in place for consumer welfare



Broadly, to ensure that what is produced will be also be 

consumed, the followings must be in place

Effect

Farmers’ income 
and poor 
consumers may 
be affected

Establish 
Stabiliza-
tion Fund

Determine 
Safety 
Nets

2

3

Float Prices

1

Funding from 
Government 
required. 

Size of fund to 
be capped at 
reasonable level

Line of Recommendation

•Realign Industry 
disequilibrium

•GMP to remain

Benefits

Industry 
dynamics will be 
restored

Farmers income 
preserved

•Determine the minimum 
level of income to farmers

•Determine the quantum of 
assistance to poor 
consumers

•Activate income 
support to farmers 
when necessary

• Activate  staple food 
assistance

Poor  consumers’ 
welfare protected

Industry remains 
dynamics while 
both farmers and 
poor consumers 
are protected

37
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Why from consumers to farmers

1. Because what is produced must be consumed locally

2. Our rice is not competitive in the international market 

because our production cost is high  

3. If we have to export the surplus not consumed by our 

consumers, it means we are subsidizing foreign nations



Yes, we can go for 100% SSL, but is it worth the costs 

involved

1. To achieve 100% SSL is just a matter of putting more 

money, assuming land is no issue

2. But, to ensure all these rice reach the market is more tricky

3. What is important is not 100% self sufficient, but food 

security must be 100% guaranteed



Thank you

41


