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The Malaysian rice sector has social and political
significance far greater than i1ts share of the national
economy would indicate. The Malaysian government attempts
to influence the supply and demand for rice through infra-
structural development and market interventions, the princi-
pal objectives being to increase incomes of farmers and the
national rice -self-sufficiency rate.

The objectives of the study are to establish a
complete supply and demand model for the Malaysian rice
sector and to evaluate the impacts of policy instruments
on the outcomes of the rice sector. The model consists of
regional and seasonal area planted and yield equations, a
consumption plus private stock change equation, an import
equation and an ending government stock equation.

The parameters of the econometric model suggest that
rice production is relatively unresponsive to price but that
technological development can have a strong effect on rice

production. Rice imports are affected by the domestic price



level and government trade regulations. Consumption

demand for rice is characterized by rice price elasticity
of -0.5 and an icome elasticity of -0.3. Ending government
stock reflects the policy of securing adequate supply of
rice to the population.

Validation of the Malaysian rice model suggests
reasonable success i1n using the model economic simulations
involving selected policy alternatives. Induced technolo-
gical development, 1irrigation iInvestment, price policy and
trade interventions were introduced in the model and their
impacts on key variables of the rice sector were calculated.

The results of the policy simulations indicate that
past rice policy has been producer oriented although both
producers and consumers would gain under induced technolo-
gical development and an effective price support policy. A
stringent control on rice imports would hasten the realiza-
tion of complete self-sufficiency but would result in large
losses to consumers. The simulation results i1ndicate that
a policy involving a more strict control on imports along
with enhancement iIn technological development would provide

a more balanced achievement of competing policy objectives.



