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Explanation
This volume contains

1. Draft Project Ra{mrt. presented to

Government in January 1971.
2. Supporting Report XI

- Objectives.

%, Supporting Report XII - Aternative
Strategies.

Under the Agreement of September 1st, 1969
the Draft Project Report was called for within 18
monthe of the start of the study, in order to

present the Government with alternative

strategies

and other matters of choice on which decisions
were required before preparation of the Master

Plan.

The Draft Project Report was accompanied by
twelve Supporting Reports of which two are repro-

duced in this volume.

The subject matter of the

remaining ten reports is covered in the other

Supporting Volumes,

the Correlation between the

two sets of reports is given in the table below.
References in the text to Supporting Reports are
in this instance to the original reports and not

to those now submitted.

Reports

The physical environment
Water resources

Geology and mineralisation
Conservation and forestiry
Agriculture

Tourism and industry
Development framework
Sociological studies
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The Development Corporation

-
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Employment and unemployment in Johor
Objectives i
Alternative strategies

Supporting Volumes
to Master Plan Report

The land resources

Water resources & development

The land resources

Forestry and conservation

Agriculture

Tourism

Settlements, communications & services
Sociology

Organisations

Objectives and appraisal methods

ﬂg:oduood in Supporting Volume 1
with the Draft Project Report.
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SUMMARY

The planned development of agriculture,
forestry and tourism in the project areas of
Johor Tengah and Tanjong Penggerang could create
directly and indirectly, 80-90,000 new jobs by
1990. 0Of these, about 60,000 would be in the
project areas, and many of them could be taken,
after suitable training, by poor Halaﬁa and other
poor people from those parts of West alaysia
where there is widug:n.d underemployment. The
population of South t Johor, including Kluang

Eota T 1, would inerease from 135,000 to
about 450, - 500,000.

Because of strong physical and economic
constraints on development potential, few varia-
tions in the pattern of land use are possible.
The recommended extent and locating of activi-
ties emerged from studies of land capability
(climate, soil, slope, drainage, present forest
cover) and market potential.

A total of 287,500 acres of land are
suitable for agriculture. Oil and rubber
are the only crops sufficiently well-tried for
immediate large scale development and could
cover 244,000 acres. Of many other possible
activities which could be developed on the
rm:l.n:::z acreage, dairy cattle is particularly
recommended for early implementation. Techni-
cal and mrket research should continue on other
new activities which could be introduced later
in the pro e - after 10 years there would
still be 85,000 acres of potentially cultivable
land undeveloped.

Full exploitation of the forest resources
should be combined with large-scale land
clearance. A new complex of timber industries
could be associated with the logging of 92,000
acres of untouched forest in Johor Tengeh.
Substantial revenue might also be obtained from
chipping residual timber - estimated at two and
:1 quarter million tons in Tanjong Penggerang

one.

An initial tourist project, taking visitors
b{ 1975, should be established on one of the
attractive beaches of the Central Penggerang
Coast. Because of its proximity to the expan-
ding Singapore market, the resort might grow
rapidly create some 10,000 jobs by 1%90.

These developments must go hand in hand
with the careful conservation of some 200,000
acres - to prevent erosion, protect water
resources, preserve valuable wild life and plant
communities, and provide an attractive environ-
ment for residents and visitors.

There are few opportunities for mineral
exploitation and no natural advantagea for
major manufactu industry, though small
local industries should be encouraged.

The areas would be served by & comprehensive
network of roads and other infrastructure, as
shown on the Draft Regional Development Plan;
with two new towns, five master villages and
some forty villages, each large enough to sup-
port a renge of basic services.

The implementation of the Master Plan would
be coordinated by & South East Johor Development
c tion, with joint Federal and State

rmen mﬂ a full time general manager, who

should be appointed as soon as possible.

All existing and several possible new types
of land development agency have been studied and
their potent performance considered in
relation to socio-economic objectives aris
from the New Ecomomic Policy and project studies.
The re describea and evaluates four alterna-
tive strategies, each with a different combina=-

tion of agencies.

The combination most 11kaH to achieve the
objectives appears to be that with 75 percent of
agricultural outiut initially com from public
enterprises of different kinds, inc uding a new
type of public sector a.sency as well as settlement
schemee, and with a gradually changing but impor-
tant role for FIDA, and 25 percent from smallhol=
dere and private estates. he contribution of

the private sector might be increased later in the
programme when the success of development is
assured. In both sectors, there should be oppor-
tunities for individual initiative and independence
combined with security and & wide distribution of
income.

Government decisions on the grererred strategy
and on other important matters set out in the
report are needed by the end of February so that
the Consultants can proceed to prepare a Master



CHAPTER 1
ANIRODUCTIION

1.1

The Purpose of the Report

The purpose of this report is to describe
and evaluate briefly the more promising develop-
ment opportunities of the project areas and to
synthesise alternative strategies from which a
reasoned choice may be made. A Master Plan can
then be prepared, based upon the selected stra-
tegy. Several specific decisions are invited to
mglo master planning to begin,

The brief desoristiom and evaluations in
this report are backed up by more detailed

information and arguments in Su
A range of supplementary papers

1.2 The Project Areas

The two areas cover approximately 742,500
acres (16 percent of the State of Johor), of
which 368,500 acres lie in Johor Tengah and
374,000 acres in Tanjong Pengg « Nearly
265,000 acres of land have been enated or are
reserved for specific purposes, includ 54,000
acres for FLDA settlement schemes (Table 1.1).
The alienated area is outside the scope of this
report. Approximately 64 percent of the lamd is
under forest of some kind.

Although there are no towns in either region,
Kota Tinggi (1970 Pop.8,000) is situated central-
ly at the junction of the two areas and Kluang
(1970 Pop. 61,000) on the northwest boundary of
Johor T . The project areas lie between
thirty sixty-five miles from the State
mim of Johor Baharu and between forty-five

eighty miles from S pore city. No plan
for South East Johor can ore the significance
of these two towns and especially the relatively
high and rising standard of living in Singapore.
The proposed two-berth port at Johor Baharu, now
the subject of a speci feasibility study, would
be an important factor in regional development.

orting Reports.
also available.

In Johor State the greater part of the Eop“-
lation is concentrated in the towns and on the
west coast. The project areas, which lie to the
east, are relatively lightly populated. There are
very few people on the land for development.

The climate, soil, terrain and water resour-
ces of the area togotha:‘{mide a satisfactory
environment for large scale land development. A
feature of agricultural significance is well
distributed rainfall, higher than the national
average. This offers prospectes of diversification
in certain directions.

After deductions have been made for land
already alienated, reserved or excluded, the
acreage available for agricultural dﬂaiommt is
287,500, of which 181,500 acres lie in Johor Tengah
and 106,000 acres in Tanjong Penggerang.

Of the total of 1.7 million acres of forest
in the State of Johor 34 percent is in the project
areas. A considerable ju.lntity of marketable
timber is available in Johor Tengah, convenient
distributed for a programme of extraction and uti-
lisation in the course of large scale clearance
for agriculture. There are also substantial areas
of residual timber of possible value.

In addition to forest exploitation there are
important opportunities of us the virgin forest
on steeper ground at higher elevations in Johor
Tengah not only for conserving soil and water, but
as a sanctuary for wild 1ife and for biological
communities of scientific interest. Parts of the
Penggerang peninsula offer similar opportunities.

Both project areas have important natural
advantages for the development of various forms of
recreation and tourism. The potential for visitors
from S pore is substantial, particularly for
tourism the coastal belt of gmjong Penggerang.

There are few opportunities for mineral exploi-

PENGGERANG
TOTAL ACREAGE 368,500 373, 700
FOREST ABOVE 20° SLOPE 64,900 9,200
Balance 303,600 364,500
PROPOSED CATCHMENTS 33,900 10,000
Balance 269, 700 354,500
EXCLUDED LAND
Peat Swam: 6
Incised valleys 33:(5)88
Beach ridges 3,500
73,000
Balance 269,700 281,500
RESERVATIONS
ove Forest
Min Towns 5?,'%
Malay & Aboriginal 5,600
45,500
Balance 269,700 236,000
ALIENATED LAND (inc. FLDA) §8,200 130,000
BALANCE - LAND FOR DEVELOPMENT 181,500 106,000

Footnote:

The above acreages are subject to

minor alteration for the Master Plan.

(2]



tation and no obvious advantages to favour the
growth of major industrial development, other
than the processing of primary products of fores-
try and agriculture.

A Draft Regional Development Plan showing the
principal physical components of the proposals is
enclosed with this report.

1.3 QObjectives and Planning Approach

The study of the potential development of
the project areas has been undertaken with close
regard to the three basic objectives of the New
Economic Policy (NEP):

(1) reduction of economic disparity;
(11) creation of additional employment;
(111) economic growth.

Fundamentally all these objectives concern
the welfare of people, and the planning approach
adopted has been to evaluate all the physical and
human resources of the regions and to consider
their development in the best interests of those
who will participate in it and of the State and
National economies.

The study offers answers to the following
questions:

(1) what work is to be done?
(i1) Who will do the work?
(ii4) Who will benefit and when?
(iv) How will the people live?
(v) How fast a build up?

There is a close interaction between the
questions and there are different combinations
of enswers, which require further appraisal and
decision. This is an important reason for
presenting alternative strategies at this stage.

The chapters that follow give a brief des-
oription of the physical resources of the areas
and their development potential, and of the
employment opportunities for the people arising
from the development of those resources.

Ensuing chapters deal with the framework
and services required for development and
examine the different organisations and agencies
that can be used to direct and implement 1it.

In particular the respective roles of the lie
and private sectors and their relative contri-
butions are discussed.

The development opportunities and different
socio-economic choices are assembled in the form
of alternative strategies, and these are com-
pared and evaluated in Chapter 7. A strategy in
this context connotes a synthesis of one or more
of the various components, forms, me
rates of development that can be employed to
fulfil the national objectives in the regional
environment. The interaction between these
factors is often complex, and the value judgements
on which choice must be based involve economic,
human and political considerations. The strate-
gles are essentially long term in outlook,
::1“:11:2 the period up to 1990, b’:‘tt:!.ng include

8 shorter term posals econd
Malaysia Plan (SKB).

Decisions which are both important and
urgent for the preparation of the Master Plan
have been identified and listed in Chapter 8.



Introduction

The main opportunities in the project areas
are in the ﬂelga of forestry, agriculture and
tourism. Though erosion and other conservation
constraints limit the extent of developable land,
and soil, climate, slope, market and labour con-
straints 1imit the range of activities, there is
considerable potential for development.

The assessment of development opportunities
is based upon data derived from soil, terrain
and hydrological surveys; from forest invento-
ries and studies of mineral and recreational
either by the Consultants
or the Government, These investigations have
been supplemented by information obtained from
numerous studies of market prospects and socio~-
economic factors and in constant consultation
with Government departments,

The results of the terrain and 80il surveys
were considered in conjunction with meteorolo-
gical data and a land use potential classifica-
tion has been compiled. The form of land use is
dictated chiefly by toposnghy and climate, To
guard against erosion from eavy rain on gtee
8lopes land with an average gradient of over go
degrees must remain under forest, and this estab-
lished criterion has been used to delineate the
boundary between land to be oleared for agricul-
ture and land to be left under forest cover.

There is a considerable uantity of mar-
ketable timber, particularly gn Johor Tengah,
with valuable prospects for full utilisation.

With the exception of extensive areas of

peat swamp in Tanjong Pengge y most of the
undeveloped 1nhnj 80ils under 50 degrees slope
are sultable for sgricultural development.

Parts of the central Penggerang coast are attrac-
tive for touriem.

There are suitable opportunities and loca-
tions for combining the conservation of upland
8oils, water sources, wild life and biological
communities of special interest, and there is
the prospect that conservation areas can be care-
fully developed at a later stage for scientific
and recreational burposes,

resources carried out

251 £
2.1.1 Conservation,

Most of the land with an ave slope of
more than 20 degrees lies in Johor Tengah in a
large block and will remain under forest. There

are silvicultural problems to be overcome if
timber from this steep, inaccessible forest is to
be economically exploited on a sustained yield

basis without impairing conservation; but for th
time being it should remain untouched, 5

With the clearance of the lowland forest for
agriculture, much interesting wild 1ife will be
imperilled, and the obvious refuge for it would be
in forest reserves. It is therefore recommended
that a national park should be created in the steep

on Gunong Blumut, S
This park would cover an area of some
miles. It is also s ested that the
new park should embrace the exis Endau Kota
Tinggi (E) wild 1ife reserve, which lies farther to
the east and includes a part of the coastline,
umi‘ho catchment of the headwaters of the 8.

should be conserved to safeguard water fora
tourist resort and to preserve the natural scenery,

Other areas where conservation is recommended
for water supply purposes are the Kahang and Linggiu
catchments which are now, or may in future become,
important sources of supply. Unwise development of
these areas could inecrease the coste of providing
adequate water storage.

In Tan Penggerang the land occupied by
swamp fores ?nﬁhiagefa unsuitable for agriculture,
should remain as a conservation area; and another
locality with a biological community of special
scientific interest between Kelesa and Siang should
be gazetted as a Strict Nature Reserve. There is
at present some conflict with silica sand mining
interests, which should be resolved as soon as
possible. Certain mangrove areas should also be
conserved,

2.1.2 Forest content and logging.

The forest falls into two categories - high-
land and lowland, the 500 foot contour being the
dividing line., The forest inventory in Johor
Tengah has indicated that there is a substantial
potential for timber extraction and utilisation
throughout the lowland forest. There are some
92,000 acres of undisturbed forest (outside
Ag(:)vmnt areas) below the approximate line of the
500 foot contour. Before agricultural development
takes place in this area the substantial benefits
from tﬁo forest resource should be reaped.

It is estimated that the total volume of tim-
ber of four feet girth and over amounts to approx-
inate]g 34 tons true volume (tv) per acre; of
this 23 tons tv are utilisable timber acceptable
to the trade and 11 tons are not presently accep~-
table. Of the 34 tons tv per acre approximately
13 percent is heavy hard woods, 35 percent medium
hari:ooda and 52 percent light hardwoods. It is
estimted that there are a further 16 tons tv per
acre of stems between two feet and four feet in
girth not used in current practice (these volumes
exclude defective timber, ?ocr which an allowance
of 29 percent has been made),

In Tanjong Penggerang virtually no conven-
tional marketable timber remains; but there is a
potential of about 24 million tons of residual
timber which might be exploited if utilisation
can be organised in time to be coordinated with
the start of land clearance,

A fifteen year lo programme is proposed
for the 92,000 acres in“ff:gor Tengah with an
annual coupe of 6,100 acres, yie an estimated
123,000 Forest Department (FD) tons of logs. Such
& programme 1:n¥mt:l.oahh and compatible with the

rtqu:l.rct ments phasing of agricultural develop-
ment,

Extraction of logs in Johor T is seen
as a govermment enterprise, perhaps nership
with existing local interests and 8sibly with an
overseas ::{muﬁon experienced dealing with
large ann coupes.,

It 18 suggested that changes be made in the
present system of royalty and premium payments to

en e the utilisation of a higher rtion
oromw‘i!.gnblo timber, particularly of t 88
popular species, proposal is that concessions

for 1o should simply be awarded to the highest
bidder and the results published. The Forestry
Department would place a reserve price on the con=
cession, based on an inventory estimate of the
forest content., This system would combine the
present royalty and premiim elements and, in



addition to increasing the incentive to fuller
exploitation, would be simpler to administer.
With an average reserve price of about $25 per
FD ton, the effect would be to double the revenue
obtained by the State, at the same time allowing
the efficient operator an intermal rate of retumn
of about 20 percent per annum on his logging
enterprise, It is also recommended that in
future the export of logs should not be subject
to quota, and that the existing ten percemt ad
valorem duty should be ropll.oeg by a specific
export tax of about $10 per FD ton. tﬁu change
would be more effective in encouraging more
intensive exploitation of forests if linked with
a revised royalty/premium system in all States in
West Malaysia.

2.2 TIigber Indugtries

Market studies indicate that maximum value
added by the forest resource is to be obtained
from producing high price commodities such as
Plywood, mouldings, kiln dried and air dried
timber for export and local sale. Existing
capacity for plywood and veneer production in
the project area is considered to be adequate.
However, there is need and scope for developing
the more specialised industries mentioned above.
They would provide a stimulus to diversification
and increase the opportunities of participation
by Malays in modern processes.

The establishment of a sawmill with a
through-put of about 50,000 FD tons per annum
is therefore recommended. A mill of this capa-
city could expect to produce specialised products
over a 15 year period, which is long enough for
economic viability. This period would also
provide time to find markets for species not now
used, to attract external participants and to
train Malays. But the new enterprise should
campete for loge on the open market on the same
terms as exist sawmills and should be separate
from the logging activities. Existing efficient
interests would not therefore be jeopardised by
the new sawmill proposed.

Another new activity which has great gruha
is the conversion of hitherto unwanted timber
into chips, Technical and market information on
the suitability of natural forest species for
this purpose is lacking and it should be sought
urgently. But it is estimated that there are
potentially about 5% million tons of dry chip
:3“1":10:11: in the two areas worth some

1lion at the curremt fob price of chips produced
from rubber trees. The realisation of this poten-
tial depends upon the rapid solution of technical
marketing and organisational difficulties.

All the above activities can provide substan-
tial returns to investment, increased public
revenue, additional employment and wider Mal
participation in industry. An estimate of total
8ales, costs and employment created will be found
ahn.;th: summary Table 2.2 at the end of this

r.

The recommendations made for the foreat
industry in this section are covered in more

detail in Supporting Report IV.

2.3 Aariculture
2.3.1 Possible Activities.

The choice of sible activities for
immediate large loa.{:. commercial exploitation is
constrained by market considerations and by tech-
nical factors, particularly the shortage of
‘mg.-ut expertise. Only rubber and oil palms
can recommended for large scale planting in the
first years of any pm.“!omntin evaluations
of these two ¢ ¢ that, on grounds of

nt creation and profitability, oil palms
predominate in the first five years and

rubber later on. Ultimately the ratio of oil palms
;g rsgbbor would probably lie between 6Q:40 and
150.

An important requirement of the terms of
reference was to make recommendations for the
diversification of agriculture. A great many
poseible activities suited to the environment have
been considered in relation to their market pros-
pects and the availability of technical informa-
tion and magonent expertise. The best opportu-
nity is considered to be milk production from
grassland, with oross-bred dairy/beef animals
going to estate and smallholder beef producers.
These cattle enterprises could be integrated with
coconut production. The climate of the project
area is very suitable for grass growth and inten-
sive stocking, and the disease status is under-
stood. The potential market, both in Malaysia
and Singapore, is large and growing, and the
project area is well situated to take advantage
of latter. Milk production could be mﬁy

rofitable, both for small and large producers;

4+ would be as labour intensive as oil
cultivation, and offers an opportunity to intro-
duce Malays to a new and productive sector of

culture, The development of the industg

would initially require the import of expatriate
expertise for investigational purposes and to
train Malays in cattle and grassland management.
The build up of a dairy industry may be con-
strained by shortage of suitable female breeding
stock and later the feasibility of importation
ghould if necessary be critically examined., These
technical constraints should be resoclved to enable
the rate of development to be phased with the
growth of the liquid milk market.

Other activities that lgsnr promising for
immediate introduction on a modest scale are
cassava and pineapple cultivation, small livestock
production (e.g. goats and poultry) and freshwater
fish culture in ponds. All of these could provide
useful diversification in oil palm and rubber
areas and oould improve income and labour patterns
during the immature periods of the tree crops.

The cultivation of cocoa and of new types of
hybrid coconut on the prino:l.zul inland so could
be profitable; but their introduction on a com-
mercial scale must be preceded by a.rsorind of
trial, The same can be said of short term crope
such as sweet potatoes, Chinese yams, sorghum and
pulses; but unpredictable weather conditions
would increase the risks with grain orofa although
in & good year they could be very profitable.

Root orope are likely to be more satisfactory than
ains. Short term crops should be confined to
ﬂnﬂ with an average slope of not more than four
degrees. The more extensive flat land outside the
project areas may be more suitable for short temm

crops.
The Scope of Work asked specifically for:

(1) recommendations on the proposal to dewvelop
a banana estate in Tanjong Penggerang.

(11) the identifioation of areas requiring
irrigation and drainage for large scale cultivation
of padi and other crops.

Bananas would have to be sold on the export
market, probably to Japan. The varieties current-
1y grown on a commercial scale for local and
Singapore consumption are unsuitable for export.
Before large scale production for export was
undertaken it would be neces to obtain suita~
ble cultivars by import and/or a search smong
e Ry R
of tes o a ]

;mutiu; %ﬂ&i%ﬂﬂ ::nb. a subject
'or investigation ays ¢ ural
Research -ﬁ Development Institute fﬁl’bﬁ and
it is recommended that the present p:oponil for
oa-or:inl development in Tanjong Penggerang be
deferred.



at the earliest about 1978.

The third dam is on the S. Lebam in Tanjdng
Penggerang and is required for water supplies to
lo:ﬁ areas including the anticipated demands of
the tourist industry. The reservoir should have
a capacity of some 450 million gallons and would
be required about 1978, depending on the rate of
project development.

Each of these reservoirs is conveniently
sited as a recreationalamenity. Although only
the Lebam reservoir is for direct supply, it is
recommended that all the catchments draining te
these dams are excluded from agricultural deve-
lopment, which would impair river flow charac-
teristics. Mineral exploitation in reservoir
areas should cease about one year before the
reservoirs are needed for water supply purposes.

2.6.4 Groundwater.

Certain areas have been identified with limi-
ted groundwater potential. Groundwater investi-
gations should be a part of any future water
scheme studies in the vicinity of these areas.

2.6.5 Water Treatment.

The most common contamination of water
sources is likely to be sediment from mining
development and chemicals from agricultural
activities. Provided that reasonable control
is exercised over the use of toxic chemicals in
agriculture, no undue water treatment difficul-
ties are envisaged.

2.6.6 Flood Mitigation.

Methods of flood mitigation at Kota Tinggi
have been studied and fo uneconomic, as
previously reported. It was recommended that
consideration be given to the relocation of low
lying dwellings,

2.6,7 Land Drainage.

3 D? topﬂu muit;hinty :‘1;11:1: deep peats

of Tan e or agricultural use, no
demand ﬁsta gor u?or drainage schemes,

Certain small areas, which can only be defined by

detailed topographic surve require artificial
drainage. dhikhnd

2.7 Summary

4 broad estimate of the scales, costs and
employment resulting from the proposed leading
sector activities is given in ‘rabﬁ 2.4,



Sector Item Unit 1975 1980 1990 2000

Total Sales mn dollars 6.6 56.1 191.7 227.5

Inputs (1) mn dollars 14.5 33.6 45.T7 47.1

Ariowitiee Wages and salaries (2) mn dollars 13.4 30.6 47.5 49.6
General workers (3) Numbers 8500 18500 28000 29500

Management (4) Numbers 50 120 170 170

Supervisory (5) Numbers 80 200 280 290

Total sales mn dollars 11.8 11.8 - -

4 Inputs (1) mn dollars 2.6 2.6 - -
Porestry Wages & salaries mn dollars 2.6 2.6 - -
General workers Numbers 500 500 - -

Total sales mn dollars 11.0 48,0 188.0 376.0

Inputs (1) mn dollars 7.4 32.9 126.0 252.0

Tourism Wages and salaries mn dollars 0.9 3.9 15.0 30.0
General Workers Numbers 600 2600 10000 20000

Total sales mn dollars 29.4 115.9 379.7 503.5

Inputs (1) mn dollars 24.5 69.1 171.7 299.1

Total Wages and salaries (2) mn dollare 16.9 37.1 62.5 179.6

General workers (3) Numbers 9600 21600 38000 49500

"High processing alternative, but excludes sales
of wood chips.

Notes:
(1) Includes purchased materials and services,
(2) Includes wages of manual labour required for land clearance,
(3) Includes number of manual workers required for land clearance,

(4) These posts call for persons at least the oguimlent of
graduates of the Serdang College of Agriculture,

(5) These posts call for persons at least the o%uinhnt of
diplomates of the Serdang School of Agriculture.



CHAPTER 3
EEOPLE

3.1 Population growth and distribution

At ent about 135,000 people live within
and on the fringes of the two project areas;
they are distributed as follows -

Towns Kluang 61,000

Kota Tinggi 8,000 69,000
Large Rengam 3,000
Villages layang Layang 3,000

5. Penggerang 15,000 21,000
Rural Johor Tengah 30,000
Areas Tanjong Penggerang 15,000 45,000

About 50 percent are Chinese, 32 percent Malay,
13 percent Indians, and 5 percent other groups.
No detalled figures are available for the areas
to be developed; in the whole of Johor, more
than two thirds of the rural population are

Malays, about a third of the urban population and
about half the total.

The background to the development of the
project areas will be population increase and
movement in the whole of Johor. Table 3.1 gives
pre-census estimates for 1970 and two projections
for 1990 of the numbers living in different parts
of the State; the ﬁo ections take account of
the proposals made pter 5. The total pofu-
lation likely to increase from 1.4 million to
between 2.4 and 2.8 million; the higher figure
assumes migration into the State of Johor. The
proportion 11 in towns with more thamn 10,000

people may grow from 35 percent to about 60
percent.

A rapid rate of urbanisation carries the
danger of excessive concentration in a few main
centres. The development of the Project areas
can contribute to a more balanced distribution of
population than would otherwise occur, both by
opening up new cultivated land and by creating
new centres to bring some urban advantages closer
to rural areas, thus checking the drift to the
towns.

3.2 Emplovment apd unemployment

Projections up to 1980 have been made in
Supporting Report X in order to indicate how far
the development of the project areas may contri-
bute to the State's need for new jobs,

In 1970 about 10 percent of Johor's labour
force of 500,000 were unemployed; the rate was
similar to that for the whole of West Malaysia.
About half the unemployed were between 15 and 20
and another 20 percent between 20 and 25.

In addition to the 50,000 unemployed, more
than 20,000 school leavers are expected to be
seeking work each year, Thus to achieve full

employment by 1980, Johor would need another
250,000 jobs. :

With the development of the project and
other areas, uﬁomnt in culture and tourism
is expected to increase by about 36,000, Employ-
ment in the other leading sectors (manufacturing
and mining) may increase by 35-45,000 (including a
small allowance for increased commuting to
Singapore).

A total increase of about 76,000 Jobe in the
lnduzns sectors may be expected ta generate eome
100-120,000 jobs in the dependent sectors - con-

struction, transport administrati trad
other services. | e o
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Zable 3.1 Assumed population distribution in Johor
1990

(numbers) (nu-b:rs ) (numbers)

Bettl-:nt type
Location

1970

REGIONAL CENTRE

Johor Baharu 175,000 500,000 625,000
City Region
MAJOR TOWNS
Kluang 60,000 175,000)
Batu Pahat 70,000 150,000) 625,000
Muar 70,000  150,000)
Segamat 30,000 75,000)
230,000 550,000 625,000
NEW & EXPANDED TOWNS
Johor Tengah - ) 150,000 175,000
Penggerang ol )
Kota Tinggi 8,000)
Jemaluang (say) - )
8,000 150,000 175,000
Other towns over 71,000 200,000 225,000
10,000 population
New rural areas - 350,000 400,000
Existing rural areas 941,000 700,000 800,000
TOTAL 1,425,000 2,450,000 2,850,000
Total urban 484,000 1,400,000 1,650,000
Total rural 941,000 1,050,000 1,200,000

Thus on present trends, the total increase in
to exceed 200,000,
to reduce the unemployment

employment in unlik

therefore be difficul
rate below 10 percent

Th:hdlna:.:mn{’ of th
res a rect
40,000 joba’

additional employment.

by 1980.

It will

roject areas will be

e
and diﬂctl;, for some 30-
Joba by 1980 - about 15-20 percent

the poorer parts of the State,
will also help to reduce the incidence of rural
underemployment, at present rather high.

Their development is thus essential to ensure
that un-plomnt does not become worse, but
ulture in
industry
will be needed to achieve a significant reduction
in the unemployment rate.

further subs

3.3 Soclal studies

tial investment in
the rest of Johor and in manufact

By attract

of

people from
the project areas

Sociological field studies were carried out
settlements, including

in a variety of exist

FIDA schemes and traditional

with lished material, they have
consultants to unders

establish objectives

. Together

lped the

tand current problems and to
for the Master Plan.



These studies are among the most extensive
of their kind yet done in Malaysia. It is
strongly recommended that there should be conti-
nuing research of a similar kind in the project
areas and in Malaysia as a whole.

The conclusions and recommendations summa-
rised in this Chapter are fully described in
Supporting Report VIII.

3.%3.1 Economic situation and needs of potential
migrants.

The omgﬁ asli population of the area is
very small and the areas where they live are
proposed as forest and water reserves. It is
beat for the Government to continue its present
policy towards these people.

It is clear that there are areas of acute
poverty and deprivation in rural Johor, affec-
ting Chinese and Indieans as well as Malays.

A typical Malay family in South Johor seems
to earn more cash income outside its own farm than
on it; the very low incomes of the poorest house-
holds are usually due to the lack of opportunities
for earning such "subsidiary" incomes.

Rural people, especially the very poor, tend
to see private land ownership as the one condition
for security, income and independence. This
assessment is rational, given the alternatives
known to them, though it is not noouaariliathe
only way of achieving these objectives., T
quest for security and inde ence goes a long
way to explaining the general aversion from
estate work, and to a lesser extent the relative
popularity of government jobe and the low esteem
in which agriculture is held by young people.

The only young men predisposed to agriculture are
those whose parents have experienced considerable
security, some independence and at least the pros-
pect of high incomes from agriculture - mainly
those on FLDA schemes.

If people are to settle down inrew rural
areas, some of the attractions of urban life
should be provided. This does not necessarily
mean the "bright lights" (cinemas, restaurants,
etc.), but primarily elactrio::xu piped water,
education, sports facilities a choice of
employment (see Chapter 5).

3.3.2 Problems of migration.

Lack of information makes it difficult for
potential migrants to form a rational assessment
of the advantages and disadvantages of moving to
a new settlement scheme. Recommendations to
overcome this are made in the Supporting Report.

One of the chief difficulties of migration
is the loss of educational opportunities for
children. As well as ensuring good accessibility
to schools, serious consideration should be given
to subsidising school transport, books, ete.

Health and nutrition do not seem to be dis-
incentives to migration though malaria is serious
%gaxé::].{-olemd areas, especially in Kote Tinggi

0 -

3.3.3 Social and economic problems of new
settlements.

It is a mistake to regard the problem of
mWininmral people (especially Malays) into
high- come activities as one of transfer fram
a 'tradl.tima:l.' to & 'modern' environment, with
a 'clean' break and a set of disincentives to
stop them falling back into their 'old habits'.
The main problem is not lack of motivation to
improve their economic position; it is that of
creating a situation in which existing motives
can become effective.

It is vital in new schemes %o em ise con-
tractual relationships in which the rights and
obligations of individuale are clearly understood
(see the important distinction between relations
%x;?ontrsct' and "status" in Supporting Report

The organisation of the villages should as
far as possible be separate from the prinecipal
economic activity. Among other things, this
implies that housing and em oyment should in
general be the responsibility of different agencies
and that homes should not be tied to jobs.

Settlers should be within easy access of a
number of different employers or forms of self-
employment. Advice and encouragement should be

iven on the development of ancilla activities
shops, taxis, ete.). Two kinds of olvement
should be encouraged: representation at work
(unions, etc.) and participation in vinge
administration (local councils, etec.). ucation
in agriculture in Johor should be improved from
lower secondary level upwards.

3.3.4 Relationship of settlers to land develop-
ment organisations.
Some suggestions are made in the Supporting
rt for the review of current practices on
A schemes, in particular -

(i) Review some of the charges levied on
settlers (especially on oil palm schemes),
give them the option of taking a higher
subsistence loan in the early years and
remove the compulsion to pay into a
replanting reserve fund.

Make clear to settlers what com
(1f any) they are entitled to
they leave a scheme, and exactly how
mue i:hay owe the suthority at any point
in time.

Give settlers more opportunities for
promotion on schemes.

Make clear to settlers how oil palm
schemes will be ogntod towards and
after the end of the repayment period;
and in discuseion with the settlers on
each Scheme, prepare them for transition
to individual or cooperative ownership.

Consider defined (and perhaps 1imited)
ements for settlers to sell their
rights in the lend. This would encourage
a flexible response to the growth of
employment opportunities outside
agrioculture.
Review selection criteria in the 1light
of 1970 Censua data.

The conclusions and recommendations in thie
Chapter have influenced gropon:l.a for village
pize and structure (Chapter 5) and for organisa~
tions {Chcgtor 6). They are important criteria
for evaluating the alternative strategies
(Chapter 7).

Re

1
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(iii)

(iv)

(v)
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CHAPTER 4

activities (mainly urban) which can offer relative-
1; high mognes to workers and potentially rapid

QBJECTIVES
4.1 v
The three objectives of the new economic
policy are:-

(1) reduction of economic disparities;
(11) creation of employment opportunities;
(i14) promotion of overall economic growth.

These objectives apply specifically to the
second Malaysia Plan (SMP), It is assumed here
that they ﬂn also apply - though perhaps with
changing emghasis = over the next 20 years
during which the South East Johor Master Plan
will be implemented.

The first NEP objective
in general, reduction of dis
between rich and

is taken to mean,
ty in incomes
poor and, within this, speci-

fically, the reduction of economic imbalances
between and other ethnic groups.
The

bl interpretation of this objective
implies tﬁf’alﬁatagua should aim

economic position of the poorest groups
some but not exclusive emphasis on
tegies should therefore be concerned with in-
creasing the share of these groups

Stra-

The interpretation requires, in
addition, measures to increase Malay participation
in 'modern' sectors of activity - particularly in
manufact » um:}:iuozlon u;%.cmmei all
primarily urban ac ties. proportion of
Malays in these activities is much lower than
their proportion in the whole population,

Within the limited range of activities that
can be considered as profitable enterprises (in
8social resource terug to introduce into the
Project areas in the 1970's, there seems to be
little conflict between the three NEP objectives.
Al proposed developments contribute to growth and
i-iﬁloncnt. Unemployment underemployment are

during this decade even if expansionary fiscal and
monetary policies are adopted. In these conditions,
the creation of additional income-earning employ-

ment for the poorest groups helps towards the first
objective,

The development of the project areas will be
rimarily agricultural in the 1970's and early
i zhe aruti:ni of addimtio:al incomes and
employment in agriculture w attract mainly the
rural Ty the majority of whom are

witho necessarily restriot opportuniti;n
for rural poor Chinese and In 8. This will
contribute to the reduction of income disparity

between rural and urban populations and, provided
cultural production organisations
are attractive to Malays, also to the reduction

8 in a

of u-Imty between Malays and non
t of continued unemployment ,

situa
4.2

achieve a more last reduc-
uch economic dug:r:lty. therefore,
measures will needed:

(1) increase in participation of Malays in

growth,

ii) increases in the range and quality of
salaa{tble 8kdlls and experience (technical,
managerial, entrepreneurial) of Malays at all
levels,

(141) financial arrangements which permit those
initially with little or no access to capital
gradually to acquire assets and to receive returns
to capital, :

iv) measures to give residents in rural
areafl, %he nnjoritiio?uhon are Malays, more of
the advantages of living in towns, including
greater diversity of occupation and better and
cheaper access to education, end other urban
facilities.

(i) and (iv) may require greater public sec-
tor participation in the development of urban
activities and greater transfer of income to
present settled rural areas,

In considering the application of these
measures in the project areas, activities can be
divided into three groups:-

(1) activities which are relatively new to all
aysians and which require the development of new
and varied skills as well as the employment of
unskilled labour. These include the tourist indus-
try, high quality cattle farming, some other new
agricultural activities;

(11) activities in which non-Malays now predo=-

te as entrepreneurs and at managerial and
technical levels, These include construction,
some specialised f » retail distribution,

timber utilisation. Not much other industry is
Planned initially;

(111) activities in which Malays and non-Malays
are now both engaﬁed = mainly agriculture, rubber
and oil palm; an transport.

Group (111) activities are discussed in the next
section. For reduction of disparities between

ethnic groups in the long term it is
of Malay participation in the first
groups of activities that will be most important

In the first group the main ste to securing
substantial Malay part cipation at levels of
employment is to ensure that there ia an adequate
supply of Mal who have shown the required
aptitudes and have had the necessary training and
experience. This may need to be supported by
conditions to require the employment of certain
proportions of Malays in all grades; but ensuring
the supply is the essential condition. This
requires te between the Government and
those mpm-ig;.a for developing the new activities
for the provision of training and opportunities to
gain experience,

The second group of activities requires, in
o m:itu‘:imn support by established i
vate organisations er by public sector agenc
in order to help new entrants into activities in

\ﬁug!:d other groups are already strongly estab-
shed,

The first group and someé of the second group

of activities can offer relatively high inccmes o0
workers and opportunities for the development of

:gni: They .11:01:1.12“

run, project
oultu!:f -

activities can be introduced fairly
uickly, but only
o

also seems unlikely
before the 1980's,



Only the third group = oil palm and rubber
production - can be introduced with the certainty
of providing large scale employment in the first
10 years of development. Oil palm and rubber pro=-
duction will contribute to the second and thi
NEP objectives of employment and growth and
directly to the first objective of reduction of
general economic disparities by providing addi-
tional incomes from paid employment on good terms.

Investment in oil palms and rubber yields
high social profit - i.e. it adds substantially
more To real output and income than it costs in
real resources, Rates of return at resource
values and on fairly cautious assumptions are
18-25 percent p.a, Investment in oil palms and/
or rubber should therefore go shead in the project
areas as quickly as possible.

On our main assumptions about prices, yields
and wages that will have to be paid to attract

labour, however, the V. profita-
bility of both is less than w normally be
The

re}%tred by a large private investor.
difference between social and private profit
arises largely from the content of unskil-
led labour in both these industries and, to a
smaller extent, from the export duties and other
cesses on these crops. In a situation of serious
and growing unemployment, the real cost to
society of using this unskilled labour is small
compared with the market wage which a private
investor will normally pay.

Only if private investors adopt more
favourable assumptions about yields and prices
than those used in this Report or if measures of
enco ement are introduced, does it seem likely
that substantial private investment by large
investors will be attracted into development of
new land in the project areas, One group of
investors who will not require higher rates of
return, however, are those who intend to develop
the land with their own or their family's labour
for little or no cash payment. Their outlay of
Gﬁpit:inin gha tb:;.n of cash will be much less
than of a private estate com pay
labour to do the same work, and tn ratui:i
return on the smaller financial capital input
will almost certainly suffice to nrty with
interest any loan which they may raise to develop
the new land.

Development of production of these two crops
can add to employment and h of income at
least as well as investment in other sectors.
Their production is not only socially profitable:
it also appears financially fitable enough for
Government to invest very substantially - up to
the limits of capacity to implement - even on
unfavourable assumptions about prices and elds,

order to create ufloyment. There is ot
no risk of financial loss and there are pos-
8ibilities of financial gain. Thie employment
could provide incomes which compare favourably
with those of industrial work with similar skill.
Employment even at $120 per month (the lowest
basic wage assumed in estimates of private finan-
cial profitability) replacing unemployment or
underemployment, would make a significant contri=
bution to reduction of the disparity in per
capita incomes between the rural poor, including
Malays, and others.

reduction

But, with respect to the

of economic disparities between ﬁﬂm and non=
Malays, present estimates used in this Report
imply that it is doubtful if oil palm and rubber
production should be regarded as future "high
inoome" activities in which Malays should now be

especially onoou:‘%od to cipate on a
Dermanent and eventually independent tasis.

The doubt arises partly from estimates that
production of these crops is not highly profitable
to private investors, and partly from the uncer-
tainty and variability of future export prices.

It agplies especially to forms of organisation
which, as they stand now, appear inflexible - in
particular, public sector settlement schemes. In
these a settler receives a holding of a certain
size which is expected to ﬁ’ld a relatively good
household income over the life of the crop. ghia
holding is intended to be permanent., It is pos-
sible that, in 15-20 years time, a settler's
holding of 10 acres will yield a smaller income
than could then be earned in employment for wages
alone on a private estate or in urban activities.
In that event, unless holdings are consolidated
or the workers in a settler's household can find
additional employment nearby, the aim of providing
re%gti:;ly good incomes will not have been
achleved.

T+ must be noted, however, that the estimates
used are based on fairly cautious assumptions
about future prices and yields, and assume main-
tenance of present taxes and duties. It is quite
possible that actual prices, elds and incomes
will be higher - in that event, the settler will
benefit, since he receives the whole income from
his holding and not only wages. The unfavourable
position described above is thus only one pos=
sibility; but it is a possibility which should
be recognised and guarded against with this long
term objective in mind.

These crops imply long term commitment for
the owners of land. Flexibility of organisation
i needed to avoid present decisions which effec—
tively commit Malays, whose relative incomes 1t
is one aim ofhfolicz to raise, to occupations and
assets from which the incomes may turn out in the
end to be lower than others.

4.4 Distridution of additiopal income
The Terms of Reference for the SE Johor study

require special emphasis to be given "to the
urgent need to improve the economic position of
the rural population and minimise rural under-
employment, commensurate with resettlement of the

eatest number of people on holdings sufficient
ﬂ provide reasonable incomes and to induce
incentives for higher productivity and progress".,

The emphasis here is on additional incomes
or on raising incomes to 'reasonable' levels,
rather than on provid!.nih:ddition-l full time
work. The emphasis of first NEP objective is
also on incomes, 8 has been that of publie
settlement schemes in the past decade. The size
of FIDA holdings has been etermined
by the acreage required to yield some 'target
income over time, on estimates of future pricee
and yields at the time of decision. 8Size of hol~-
ding has been related only loosely to the acreage
that could be worked by a settler and his house-
hold on & full time basis. The intention has

been to give as many familles as seible the
"target" income, instead of dietributing the whole
of the income among the smaller labour force (and

even smaller number of households) required to
work the area in full time work.

Partial employment or underemployment of the
working population br t into a public settle-
ment scheme has been deliberate accepted as one
of the cm-%::ncu of sharing the expected

income from scheme as widely as possidble. So
have the additional immediate costs to publie
new infrastructure etc. into

finance of puttini
the scheme area (instead of elsewhere) to meet

the needs of the larger population.

It must be emphasised that the principle of
spreading a given income from production as widely
as possible, whether or not it means full time

13



work for all recipients, can be applied in forms
of organisation other than settlement
it need not

full time or part-time wages,

It is necessary to consider how far this
principle should be applied in the development of
the project areas.

A given income from a
be diuﬁoﬂ into 'target'
Beveral ways:-

The 'target income’ may be:=
= an income per household or per worker,

- an income derived only partly from the
- 1.8, 1t may bedé:lanned
dalibemtely to include some additional

amount assumed to be earnmed outside the
scheme ,

& minimum annual income, below which the
income in any one year should not be
allowed to fall or an average income
guaranteed over some longer period,

a short temm target income, which ma be
low as long as serious unemployment ts,
or a higher target income that appears

%uoly to remain 'reasonable! in the long
em.

productive scheme may
incomes defined in

he scheme

outside sources;
high enough to attract
time work.

There are three points

account in conside he application of the
general prineciple to the project areas:

ways in which a given ine

scheme, after deduction of oosﬁ of mp:::'rrom P
capital oharfea etc., can be distributed are

sh 4.1. The um number of

for the scheme in full time work

number mong whom the

80 that each receives
is shown as § + !??

to be taken into

Zable 4.1

f
Number Income

n Balance
of recipients Per recipient undistributed
on  outside
scheme scheme

N

t

A

above target
income

target income
target income
target income

none

R+!1
N
N

L

None
None

retained by
agenoy
A distributes the income

full
not more Band ¢ distribute

larger number of people
t vays, 1In p 8l of the Targer

eme ¢
of the larger number spend or.':h.:ir %?-E
:ﬁ:k.:: tho.:ghne; e r er do not work on
eme need not be in
area. Payments to these Gy Ry e i

ng, even (but thi Pro-
priate institutions] .(mm.l.‘i :ﬁ:::“ -t

14

payments of a social welfare kind.

C 18 more flexible md can allow for changes
in the 'target' income over time. One possible
serious disadvantage is that, if all recipients
are not firmly attached to the ascheme, the
may not in fact distribute income to those outside
either directly or through other channels. The
effect is then as in D in which only part of the
income is distributed; it is the woret of the
four alternatives for the specific economic objec-
tive in mind - spreading 'target' incomes as
widely as possible,

2) In the project areas inveatment in oil
palms and rubber will not begin to yield income
until towards the end of the 1970's. During the
immature period, settlers on public settlement
schemes receive loans for subsistence, rapayable
from later income. ILoans to a larger number of
settlers on a scheme

in both cases. But adop-
tion of the smaller number on the scheme may lead
to a reduction in the total amount lent dur

the period: the effect is then similar to D above.

3) Distribut income more widely by bringing
into a scheme 1ar:;g numbers than are required for
full time work hag the effect of
tion of under employment initially,
tive is to offer full time work on public schemes.
This of course prevent underemployment
in the area - the labour
force in the area will rise over time through
natural increase and voluntary movement, until the
and the degree of under-

Bame as in similar areas
re.

Unemployment is likely to remain a problem
in Johor for some time, The Jobs which can be
created in South East Johor, at least in the
earlier stages of project development, will be

largely in rubber and oil palm production. Com=
paratively few other employment opportunities will
be availabile,

Given the widest possible spread of income

as a desirable aim there are basically two choices;

(a) Creation of deliberate underemployment
on public oil palm or rubber farms or
settlement gchemes thereby employinﬂ
more people (at 'target' incomes) than
¥ould be needed to work the schemes in
full time employment, and

Provision of 'target' incomes on public
schemes in full time work, distributing
the balance of income outside.

The former is gim ler to administer but can
build up prodblems in tgo future because of the
rlgiditg of the system, though some flexibility
can be built in by making arrangements for trans-
fer or sale of settlers' rights,

The latter igs a much more flexible approach,
though the 8election ents of surplus
income for distribution outside the scheme presents

i d seem preferable that the
sgency directly responsible for the scheme should
not control such distribution, unless the s
is used to promote activities connected with
ao A youth or train

(b)

be the agency,

Adoption of either of these alternatives
Tequires decision on the 'target', 'reasonable’
income. 1In Eruent conditions of unemployment an
income of $120-130 pey month per full time worker
may be considered appropriate,



4.5 Conclusions

The first NEP objective of reduction of eco=-
nomic disparities requires attention to be given
to the shares of the poorest groups in income
from production and to provision for Malay parti-
cipation in activities offering potentially high
incomes to workers.

Development of the project areas in the first
5-10 years will be based mainly on oil palms and
rubber., The rapid development of both will con-
tribute to the second anmd third NEP objectives of
employment and economic growth and to the first
NEP objective directly by providing additional
employment on good terms. It is doubtful whether
these are activities to which Malays should be
specially encouraged to commit themselves now on
a permanent basis. More flexible organisations
are required in any case.

Greater emphasis should be placed on assis-
ting and encourngj.uf participation of Malays in
the new activities the project areas - new
agriculture, tourism, timber utilisation. Towards
the long term achievement of reduction of dispa-
rities between Malays and others, strong emphasis
should also be given to trainini&hlm for the
industrial employment which is ely to be
created in Johor (mainly outside the proi:gt areas)
and to assisting their participation in ustry
and commerce at all levels.

The deliberate creation of undcrs:ﬁo{;ent in
order to spread additional incomes as ely as
possible has been discussed. It is suggested that
similar wide distribution of income can be achieved
without deliberate creation of underemployment in
the project areas, if a more flexible approach -
more difficult to administer - is used.
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CHAPTER 3
DEVELOPMENT _FRAMEWORK

This chapter summarises the physical plan-
ning proposals shown on the Draft Regional
Development Plan. With minor variations, they
are common to all the altermative strategies.

They take account of strong physical constraints
and of the social objectives set out in Chapter

J. ound studies are described in Supporting
Report VII and the Supplementary Paper "Internal
Planning Report" .

The proposed framework is designed to pro-
mote the phased development of the project areas,
to accommodate changes in behavioural and travel
patterns as incomes increase and employment
becomes diversified, to provide high standards of
access to work, urban centres, and export and
marketing outlets, and to stimulate the growth of
urban activities and facilities,

5.1 Settlement gystem

The hierarchy of places serving the project
areas comprises the regional centre (Johor Baharu)
a subregional centre (Kluang), one existing (Kota
Tingi) and two new major service centres, five
local centres and some forty to fifty large
villages.

5.1.1 Villages

Villages of 2-3,000 people will give most
families easy access to work and to basic faci-
lities, especially schools, and will foster the
growth of commercial services. It should be poa~-
sible to locate each village within reasonable
travelling time of several dicultural or other
enterprises. Preliminary sites of 200-300 acres
have been identified. An average residential
density of four dwellings per acre is proposed
to provide adequate gardens and minimise sewerage
costs, together with compact layouts to promote
social interaction and minimise road costs.

5.1.2 Local centres

Three master villages
are proposed in Tanjong Pe
Johor Tengah, each serving a group of 5 to 7
villages. Besides housing agricultural workers,
they would be local centres for tranaport,
processing, distribution, marketing, social
services, commerce entertainment tmi recreation

for the existing and new population within 5.8
miles.

(population 4-6,000)
nggerang and two in

5.1.3 BSubregional am m jor service centres
The Draft Development Plan assumes the

ed growth of K1 to a population of 200
{?'7990. and of Kot:aﬂnggi to 2 population of
30-50,000, with the relocation on higher

and activities now in areas able to

Considerable parts of the roject ar

more than 12 miles from either gt itue t::.uis‘:;d
their development will eventually require two new
major centres, each serving a populazim of
?ﬂooo or more. They could start as

lages aml later become fully-fledged towns ;
land for long term urban expansion could be used
initially for agriculture, These centres would
be the main bases for cons truction and transpor-
tation in the project areas and lamd would be
reserved for man acturing industry,

The new town in Johor Te ah would
the timber industries aa-pltxl;a the moﬁ:'i:
:::- mel:t?ntg.::m’;m of 30-50.800. The
erang would
associated with the dwﬁnp-nt of tuzr-i:nl?a&

plan allows for growth to a population of
60-100,000 in a group of linked communities.

5.2 Communications

5.2.1 Road transport.

The road network for the project areas com=-
prises regional roads and main distributors (both
shown on the Draft Development Plan); harvest
collector roads and local harvesting roads;
links from the villages to the regional roads and
main distributors; and local distributors and
access roade within towns and villages. The
preliminary standards and costes of each type of
road are shown in the supporting report.

The final design standards and the
construction of the road system will be
in accordance with the estimated growth of traffic
resulting from the selected strategy. In Johor
Tengah, proiects have been planned so that logging
routes can form the basis of the future road
aystem,

Improvements to some external main roads and
town roads will be needed to handle traffic gene=
rated in the project areas, and estimates of the
;Iiditional loads will be provided in the Master

an.

Passenger and goods movements within the
project areas and into and out of them will
require considerable fleets of buses, taxis,
lorries and tankers, and depots for their main-
tenance. They could be operated by private con=-
tractors sponsored by MARA.

phased
decided

5.2.2 Other transport

Exports and imports will be handled mainly
at Singapore and the proposed new port at Johor
Baharu. Water transport between the project aress

and the ports would uneconomical because of
double handling.

Terminal ginta for a vehicle ferry across
the mouth of the S. Johor have been identified;
it should te established as soon as the level of
traffic between Johor Baharu and Southern
Penggerang provides an adequate social return.

Existing and plamned airports end air
services will noetpthl needs of the project area.

No major use of rail transport is propoeed;

but ad:guate access to existing services is
provided.

5.3 Services

5.3.1 Flectriecity and telecommunications.

The statutory authorities are advis
the provision of the standard of se
required to develop the project areas.

on
ce

5.3.2 Bewerage

Houses in the villages, and initially in the
new towns, would use the standard pit latrine, o
¥ith septic tanks for grouped higher demsity "f
Town plans must allow gr gh later provision O
sewerage pipes and treatment works.

There may be a need for legislation to 00D~
trol the disc e of trade effluents so te
development in the project areas does not pollu

he water supplies,

5:3.3 Village water supplies.
The recommended supply system is to grouwp



the villages and uuppl¥ each group from a segmte
run-of-river intake. In Penggerang a small direct
supply reservoir on the S. Lebam would also be
required at a later stage. Tentative layouts are
shown in Supporting Report II.

For the reticulation system, it is
to adopt the practice in FIDA schemes with one
standpipe to six families, It may prove possible
in designing village layouts to reduce the number
of standpipes and still provide the seme level of
accessibility., In the long tern':mgoopla wishing
for, and able to afford, individ connections
should pay for them.

5.3.4 Housing.

The Malay takes a great pride and interest
in hies home and garden. The variety of design,
colour and decoration and the flowers and trees
have created a rural environment of considerable
character and charm.

The Malay tradition of rural housing, with
the skilled use of timber and 'gotong royong'
construction, is exceptional in the tropical
world. It is important that the project areas
should have the quality of housing and environ-
ment which the people have shown they can create
quickly and at low cost, The success of MARA's
rural housing has shown the possibility of inte-
grating these traditions with industrialised
methods of construction.

To provide for different family sizes,
incomes and tastes, and to hemwa with rapid
land development, settlers sho be free to
select from a variety of house types and to
choose between entirely building their own homes,
bullding them from pre-cut timber and/or prefa-
bricated panels, or having them built by con-
struction teams. These teams could be recrui-
ted in the west coast areas, ?.rt:l.oulu'ly Malacce,
where considerable reserves of skilled construc-
tion labour are available.

An organisation to coordinate housing in the
project areas will be necessary. It will have to
act as a channel for investment funds which could
be obtained from both private and public sources,
end which could be distributed, for public and
private construction, as grants, loans, or
mortgages to individuals and co-operatives.

oposed

5.3.5 Social services.

Guidelines have been established for the
provision of education, health, welfare, employ-
ment and rural development services in the new
towns and villages. While based on xrasent poli-
cies, they note deficiencies in existing stan-
dards that could affect the development of the
g:goct aress and incorporate suggested improve-

8.

5.3.6 Local commerce.

There should be a programme to attract
g;:‘ple of potential entrepreneurial ability to

project areas to st local shops, markets,
handicrafts and other commercial activities.
Premises will have to be provided in advance and
controlled initially by experienced people °=¥"
ble of training settlers for a full manageme!
and ownership role.

5.3.7 Implementation.

The organisational, manpower, and plant
“‘lﬂirtunnts for project development have been
examined in relation to existing capacity. Three
conclusions should be emphasised:-

1) priority projects already underway in
Johor vil1 abocrb all available capacity until
after 1975 for any mew developments in
Project areas.
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1i) It is highly improbable that existing
development agencies will have the number and
quality of trained professionals to undertake
the survey, design, and supervision of all the
infrastructure works necessary.

iii) Bearing in mind other state construction
projects, the equipment capacity of JER is total-
ly inadequate for the demands of project
development.

To overcome this major constraint, a deve-
lopment organisation for the project areas is
required, It will need to be free to obtain its
manpower and plant requirements from any availa-
ble source, including overseas. Programmes of
technical assistance could be arranged to help in
this major task.



6.1 SE Johor Development Corporation

It is proposed that there should be an
overall organisation for Elmma and control of
implementation by the various mgencies. This
should be a public Development Corporation for the
two project areas taken together. This Corpora-
tion should have full power to carry through the
Master Plan aml to execute it directly through
its own organisation (e.g. engineering services)
or through subsidiaries e.f. new town corpora-
tions, public farms, financial institutions) or
Jointly with or through separate operating
agencies (e.g., FLDA, the State Economic Develop-
ment Corporation, private industry).

It is proposed that the Board of the
Corporation should be a mixed Federal/State
policy board, with Co-Chairmen: Menteri Besar
of the State of Johor and Assistant Minister to
the Prime Minister, The Corporation would have
& full-time General Manager as chief executive,

Details of the proposed powers and organi-
sation of the Corporation are given in Supporting
Report IX, which includes discussion of the
alternatives considered.

It is recommended that decisiona be taken
quickly on these proposals and that, if they are
approved in principle, the General Manager be
aggointed at the earliest date to take part in
the Master Planning phase, to begin work on the
establishment of the Corporation and to initiate
the most urgent development tasks,

6.1.1 Regional Planning.

It should be emphasised here that the imple~
mentation of the Master Plan for the South East
Johor Project, with which the proposed Development
Corporation would be charged, will take place in
the context of developmente and ch ing conditions
elsewhere in the State of Johor and in neighbouring
States. Arrangements will need to be made for
consider the implications for this wider region
of the :2 rate of develomment in South Bast
Johor, for planning and controlling develop-
ments in the wider region as a whole to ensure
balanced and integrated develgnent. This will
require a regional plamning effort, undertaken in
greater detall and on the basis of more specifie
regional and local information than it has been up
to now - except in the South Past Johor Project
itself.

It is therefore proposed that,

(1) When the SE Johor Steering Committee
ceases to exist with the completion of the Master

» Or earlier, the Fede and State Govern-
ments establish a small group of senior officers

execution,
tions for the wider region,

(41) The national planning units,
tion with the State of Johor and neighbouring

6.2

A range of public and private gsector
;gri.omdu:ltnum“ grr:ﬁ:ntm a.gengiu has been consi-
classes
discussed here, xanined in me s

They are examined in more detail
in Supporting Report VIII and in supplementary

papers on sociological studies and on estat
ungor public sector auspices. The ocnbin:tgn of
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agencles used for implementation of development
in the project areas can be adjusted to give
various weights to short and long term policy
objectives and constraints,

The five classes are:=-

(1) R%hnn qg&u’?ﬁ ﬁhﬁlﬂ&‘ public sector
estates set up a de e commitment to

transfer ownership of land to smallholders or
cooperatives, normally in a fixed number of
uniform lots or shares equivalent to 10 acres or
less. In principle, settlers receive all income,
after deduction of input costs, capital charges
and taxes,

Agencies in this category are at present
developing the largest acreage of new land; the
main example is FIDA.

(2) p : public sector estates
which begin w ut any commitment to eventual
transfer of or to a fixed number of initial
'settlers', either in individual lots or to

collective ownership. Their labour force is
variable., It may be envisaged that in moet cases
the farms will eventually be transferred to
private ownership. Such public farms can be the
base for various different experiments in manage-
ment, workers' participation and in transfer of
control and ownership to amp].o{aae and others.
They can also incorporate established private
expertise (and, possibly, capital) in various
ways.

A public farm may adopt various policies on
the distribution of income to its employees,
ranging from the payment of a 'target income' %0
each, with the bafanoe used for wider public
investment purposes, to the full distribution of
all income, For the purposes of summary compa-
rison it is assumed that employees receive a
'target' income above an average estate wage,
including some share of what would be ' profits'

on a private estate, in cash or in additional
services.

(3) mgg{y.? over 100 acres, Workers
wages or salaries. Profits are retained

receive
by the owners, whether individuale or companies.

(4) , including 'small
smallholdings' of up acres and larger
smallholdings or family farms ranging in size up

to 100 acres. Family workers receive all income
apart from wages to casual labour,

(5) in which

the agri ural workers are members of the
cooperative society, Members receive all income.

The distinction between the public and

rivate categories 1ies in the source of initial
inance and the auspices under which they are
first set up. Many, perhaps most of the public

schemes will eventually become private, some quite
rapidly. The purpose of public settlement echemes,
for example, is to help emallholders or coopera-
tors to establish cultivation on new land, which
they will eventually own and mana independently.
The amount of public sector usug:noo. control
over management and finance supplied can range
from the full provision of 8 ces and finance

as by FIDA down to provision of loans to groupe

of experienced farmers in cooperatives, with
limited public supervision,

6.2.1 EBvaluation: organisations and objectives.

tb“!'h;.‘:able ;t the ou:{% of this ucg:n ranks
classes of agricultural ut en
according to their oontributmm objectives.



The following paragraphs brie explain
oriteria used. - o em

It is here assumed that all classes of agency
can and do maintain high standards of cultivation,
obtaining similar values of output per acre for
any given crop. From this it follows that entry
into class 4 - private smallholdings - is assumed
to be limited to those who already have the skills
and capital to achieve such standards, Public
settlement schemes, public farms, private estates
and cooperatives are assumed to be able to invest
:::i’ioiant capital end to employ competent manage-

Reduct 4 £

To bring rural poor, the majority be
Malays, with 1little or no capital a.txlyorteni{.gvith
1little previous knowledge or experience, into
?atisfying work in modern agriculture requires a

package'. This 'package' must include capital,
management and terms and conditions which satis
realistic sangirstim for higher incomes, aocuri{r.
some independence and asset ownership. FLDA
schemes offer land ownership with a package of
credit, mammgement, training, services, house and
a prospect of relatively high incomes. But
schemes which offer land ownership alone with
little or no supporting pa e provide much less
prospect of satisfaction to t e with 1ittle
capital or previous skill, Employment on private
estates also offers a package of capital and
mamagement, but oftem with little security or
independence.

Public farms with a variable labour force
do not offer prospects of land ownership, at
least in their early stages. They must there-
fore offer 'packages', including capital and
management, which are attractive in different
ways - reasonably good incomes from the start,
aecu:ritir (thro guaranteed employment, pension
schemes), some degree of independence or parti-
cipation in control, asset acquisition (e.8.
through share isaues etc.

Items 1-5 in the table are concerned with
the extent to which the different classes of
agency meet the need for capital and management
and the mspirations of workers. The rankings for
private estates are lower than would apply to the
best employers.

One point requires comment: items 2b and 2¢
are - "initial incomes per worker and per house-
hold", Incomes during the immature period are
wages for fulltime work on private estates and
equal or greater incomes on public farms. Both
can employ more than one worker per household.

On public settlement schemes under current
ractice, the initial incomes (including personal
oans) are low: $70 per month per household on

FLDA schemes and even lower on the "low cost

family settlement schemes” proposed for the SMP.

At best these low incomes do not improve the the

economic position of new settler households.

Most of the new developed land in the project

areas will be under immature crops in the eriod

to 1980, Areas under public settlement schemes
will directly contribute nothing to the first NEP
objective during the 1970's unless initial
incomes are raised.

Item 6 refers to the selection of workers.
This should be largely self-selection, by
ensuring that production agencies will attract
those whom development is intended to bene fit -
rural poor, Malays, youth, Further selection is
possible in public agencies, which can control
Proportions of ethnic pe to ensure adequate
participation of Malays or other groups. blic
control over selection of workers on private
achemes becomes difficult after approval of the
first owner of the land.
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Employment and growth

Items T7-10 are concerned with employment,
innovation, and flexibility of land/labour pro-
portions, which affect long run growth potential.

The emount of additional employment (measured
in terms of full time jobs) in agriculture and the
growth of production and income should be similar
for public or private enterprises on any given

e. Rate of growth overall depends
on rate o development. Large private
estate companies are capable of developing land
as rapidly as public agencies, but will only do
this if new land development appears to be pro-
fitable enough.

Deliberate creation of underemployment and
wider distribution of income among more people
than are required for full time work can be
introduced under public agencies but not, effec-—
tively, under private agencies.

Management and Innovation

Private estates run on & commercial basis,
especially when profits are not easy to maintain
or increase, have strong incentives to employ
efficient management, to adapt quickly to changes
in markets and to adopt innovation in production
techniques, processing and mketiﬁ. All these
considerations apply now, and are likely to apply
with possibly greater force in the future, to
cultivation of oil palms and rubber. Independent
smallholders have similar incentives but less
capacity to keep up with trends: really small
rarr:nin need an effective external extension
8e ce.

Established private estate companies may
also have considerable advantages, oth in
recruitment and effective use of management staff.
Public sector agencies, particularly newly estab-
1ished ones, may have difficulty in attracting
suitable staff even if they offer market temms,
as they should.

There may also be less incentive for manage-
ment on public sector schemes to maintain the
highest production standards and they may be much
less liable to t ake risks in imovation. If they
do not maintain standards and constantly pursue
improvements, they will be unable to expand full
time employment or to fulfil their training funec-
tion. The fact that public sector agencies can
maintain high productive standards and pursue
innovations is demonstrated by the record of FLDA,
which illustrates both the problems and the
potential.

For both oil palms
for the new agricultural
pideration, many or most of
tages of private estates oan be obtained by
public sector agencies % the employment of
managing agents on suitable Lerms.

and rubber, and probably
enterprises under con-
the management advan-

gcarcity of management and
other skilled ataff implies a preference for forms
of organisation which economise on these inputs.
Independent smallholding farmers provide their

own management of cultivation (in response to
market indicators) with a relatively small current
input of technical advice from outside; but they
must be skilled, if high gtandards are to be
maintained.

All the other classes require gimilar numbers
of managers and supervisory staff for gimilar
numbers of workers.

It may be possible to effect economies of
man agement on new schemes managed by
FIDA and 8 T agencies b, narrowing the range
of the managers' responsibilities to matters con-
nected with production, by separating off

Present apparent



administration of housing and the village,
reducing the number of settler

which cen supply the required labour .8, redu-
oing the deliberate creation of under employment ),

In the known crops of oil palms and rubber
it 1s probable that serious shortage of mana-
erial persormel for the accelerated national

development programme can be overcome within
a few years by appointment now of additional
trainees on A schemes and private estates, at
Government expense.

A desire to limit immediate public finmance
requirements may lead to a preference for
fﬂntely financed agencies and for 8chemes ini-

iated by the public sector with little assis-
tance from public funds, While the immediate
finance requirement is important for poses of
annual budgetary provisions, it must stressed
that it is mislead if taken as a measure of
the "cost to public inance". When this is
measured over time, by the net present value of
public finance flows, the result in most sases

is a gain to public finance - i.e. the invest-
ments are profitable to Government revenue, Ranked
in order of descend to public finance are:
- private estates (without tax concessions),
public farms which retain 8 proportion of income
for publiec sector €8, other public farms and
settlement schemes. this measure, smallholders
schemes which are partly assisted by public grant

from "cheap" gchemes in
which initial inputs are reduced so Igr that they

(See supplement
baper on land Development and Publie 1’1msum.=e}.&ry

TABLE 6.1

and by
to that

1. Outeide
capital

2. Income levels and distribution
&. proportion of income distributed to workers
b. initial income D €3
€. initial income p
later income pe

d. when crop price high
©. when crop price low

o Security
4. Independence/control

agency supplies initial management and

at work - initial
- eventual
5. 4seet acquisition in time

6. Seleotion of workers

a. self-selection Malays without capi
b. further public authority -olactiatm

1. Under-employment possible

8. Ease of introduwe tion of innova
diveraification A 1

9. Flexibility of land /1abour pProportions
dnputs

10. Public - finance

a. m public finance pver time
b. c0st to public finance
1. Management input required

KEY:

6.2.2 Conclusion

Public agencies have advantages for rodm:l.ng
disparities: they provide capital and man:gmn ’
they can ensure that income is widely spread, and
they permit control over participation and the
long-term ownership of land. Public agencies,
and the public farms in particular, can also
allow for trying out in practice different methods
of organisation and transfer of control and
ownership,

It is important however to recognise the
merits of private agencies in land development .,
The strategies outlined in the following chapter
allow for various degrees of public and private
participation; but all include substantial
development by private u%moiu in order to
provide scope for all interests and initiatives,
to obtain a fast rate of development, and to
provide variety of employers and forms of self-
employment .

6.3 Other Sectors

6.3.1 Forestry.

A number of recommendations are made in
Chapter 2 for new enterprises in logging and
forest industry. In view of the great importance
of exfeditiou- and thorough logging, an organisa-

8 proposed in which Government participates
with local interests and possibly an ex pe rienced
The new modern sawmill suggested
for producing high value items should also be

established and owned by the Govermment (and pos=
8ibly the State

Economic Development Corporation

Public Public &ngnﬁzmﬁ_m
Settlement Farms Estates mall- oopera-
holdings _tives
yes yes yes no no
all high vages  all all
onl
+ +++ o d none from land
+ R +++ none from land
b 4t 4+ i+ 4t
+ +t 4 + &
+++ ++ + ot ++
+ + + 44 ++44
4 ++4 - 4 R
4+ +4 4 + 4+ +4+++
it +4+ + n.a,  n.a.
yes Yyes no n,a. n.a.
yes yes no yes yes
++ 4 4 + +
+ +44+ 4 + s
* -+ 4+ e ++
++4 +it + + -
+++ 4 4+ + +44

++++ ranked highest

+ ranked loweat
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if it bas access to capital), but operated by
speclalist managing agenta., Sev very =
tant technical and marketing studies should be
undertaken either by Kepong or the commercially
oriented experimental unit proposed for the
project area. These include chipping residual
timber, the manufacture of block board from
smaller trees and chipboard.

6.3.2 Tourisem.

A speciel organisation will be needed if
rapid growth of touriem is to be achieved, if
high returns to State and Federal Govermments are
to be secured, and to attain the desired high
level of Malay participation in management, pro-
fessional and entrepreneurial functions. It
should also be responsible for promotion, monito=
ring, research, training and for attract and
settling terms with developers. It is considered
that these functions can be best covered by
establishing a special (tourism) section in the
proposed Development Corporation, employing

managing agents for at least the first five years.

6.3.3 Financial institutions.

The additional financial institutions or
channels which will be required, and the extent
to which private sources of finance cen be used
= for housing, far example - will depend on
decisions arising out of this negqrt. Financial
institutions which may appropriate and necessary
must be dependent on the main types of develo
ment agency selected and, in particular, on t
establishment of the proposed Development
Corporation., It will be mouu.rg'tor master
planning guidelines to be agreed before specific
proposals in this context can be worked up.
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CHAPTER 7
ALTERNATIVE STRATEGIES

Strong constraints on the patterns of econo-
mic and ical development reduce the number of
variables that have to considered in preparing
alternative strategies for the project areas.

The main outstanding variable is the mix of the
various tyz;s of land development organisations
discussed the previous chapter. Different mixzes
may produce differences in rate of growth, employ-
ment, income distribution, participation, and other
dependent variables.

7.1 Common characteristics

All the strategies described below share the
following features -

(1) A pattern of activities broadly similar
to that described in Chapter 2, inclu-
ding the introduction of the new acti-
vities at an early stage.

(41) A pattern of settlements, communications
and infrastructure broadly similar to
that described in Chapter 5,

Some variations are possible in these compo-
nents; they do not affect the choice of strategy
but do provide necessary flexibility in the
implementation of any strategy.

Coordination of all agencies and activities
by the proposed South East Johor Development
Corporation is assumed in all strategies.

A number of common assumptions on output,
costs and labour participation have been made in
evaluating the results of the alternatives; they
are described in Supporting Report No.XII.

7.2 Aternative strategies
The prinei factor affecting the degree of

achievement of the various objectives discussed
in Chapter 3 and 4 will be levels of public and
giuto participation in the development of land

the project areas. There are therefore two
basically contrasted strategies - one with a
relatively high level of guhlic participation
575 percent), and one with a relatively low level
40 percent). The results of adopting other
ratios can be broadly gauged by interpolation
from the data presented below. The level of
participation 1s defined as the share of agri-
cultural production by public or private agencies.

Two other important variables are -

(i) the mix of organisations within the
public sector;

(11) the employment/income distribution
policy of the public sector.

Variations in these components have significant
effects only with a high level of public partici-
pation. Hence there are four alternative

strategies:~
1 75 percent public, exist -
ons, PI.D'L S e
24

15 ent publie h f
puhgic farms, mitm 'gpc:rtion "

75 percent public, high proportion of
public farms, deliberate partial
employment.

3 40 percent public, 60 percent private.

The principal differences between the atra-
tegies are:~-

(1) Strategy 1 assumes continued use of
existing organisations and methods of
land settlement., This provides a

2B

starting point for comparison.

Strategies 2A and 2B assume that FIDA
moves gradually towards concentration
on clearing and planting new land, after
which it transfers the greater part to
other agencies, In these strategies
half the total production is assumed to
be under the public farms proposed in
Chapter 6.

In strategy 2A public farms (and as far
as possible, settlement schemes) are
assumed to employ only the numbers
required for fulltime work; in strategy
2B both are assumed to share income
among larger numbers on the schemes,
deliberately creating underemployment
(see Chapter 4.4).

In strategies 2A, 2B and 3, the private
share is assumed to be divided equally
between smallholdings and estates. In
strategy 3 the high private share is
assumed to require some incentives not
necessary in the other strategies.

7.3 Implementation

Assumptions about implementation are ex-
%la%nﬁd in this section and in Supporting Report
0.XII.

Strategy 1 assumes no change in organisation
or methods. BSeventy-five percent of the area
would be developed by FLDA (with small areas
under FLCRA), the remainder under GSA schemes,
with areas for the new activities under joint
ventures and private estates. FLDA would develop
15,000 acres per annum to a total of 208,000 acres,
in addition to the 54,000 acres already cleared
or planted by FLDA in the project areas.

Strategies 2A, 2B and 3 all combine public
farms, public settlement schemes, private estates
and private smallholdings (up to 100 acres) in
various proportions, as shown in Table 7.1. Co-
operatives may develop on the public schemes, or
with private finance as estates.

Iable 7.1 %ﬂﬂm
24 and 2B 2

(11)

(444)

(iv)

Public farms 50 20

Public settlement schemes 25 20

Private estates 124 30

Private smallholdings 124 30

Total (assumed 285,000 100 100
acres)

Public farms be established under the

auspices of the South Bast Johor Development
Corporation itself, State Economic Development
comratio?n:nd/or a new Federal public fagm J

ney, us managing agents initially. om
al@hs be setarlistes by FLDA: but the advantages
are doubtful. Even if established under one
agency, they should be designed to develop various
forms of internal organisation.

Public settlement schemes are seen as mainly
FLDA with modifications to current practice as
suggested elsewhere in this Report. Such schemes
are assumed where possible to be located near

outside employment opportunities in estates or
towns,



It is assumed, in strategies 2A and 2B, that
in the development period up to 1975 a greater
proportion of the land is developed under settle-
ment schemes than in later periods. From 1974 or
1975 onwards it is further assumed that FLDA will
continue to organise the clearing and planting of
a large part of the areas, but will transfer
permfa two-thirds of the developed land to other
agencies.,

Private estates and smallholders are assumed
to develop 70,000 acres (in 2A and 2B) or 170,000
acres (in 3). The assumed approach to this
private development is as follows. With the
agreement of the State Government the South East
Johor Development Corporation will allocate areas
for private development without restriction on
8ize of holding and a wider choice of crops. The
total area offered at any time should be relative-
ly large. If land is taken and developed quickly,
this may suggest alterations in the planned
public/private sector proportions. If land is
taken slowly, it will be necessary for public
agencies to take over development of some of the
allocated areas and for incentive policies to be
reconsidered.

In strategy 3 (60 percent private) it is
assumed that private development is stimulated
initially by the availability of land itself and
by public expenditure on land development,
regioml roads and other infrastructure, and that
additional injections of public expenditure are
given when further stimulus seems necessary.

Most of the additional incentivea which might be
considered are matters of national policy and
camot be applied only in the project areas. But
it is assumed in strategy 3 that the public
sector undertakes some land clearance and pro-
vision of harvest roads and village sites, par—
ticularly for smallholders.

7.4 Evaluation

It will be clear from earlier sections of the
report, and especially from chapters 4 and 6, that
the choice of a strategy involves many uncertain-
ties and conflicting considerations. The precise
outcome of any strategy will depend upon many
decisions made in the course of implementing it.
In Table 7.2 the strategies are ranked ta
number of criteria in accordance with what is con-
sidered to be their most likely outcome. The

ability to respond adequately t
y to changing needs and
conditions is itself one of the criteria for selec-

ting the best strategy.

% A high public share in development seems
ssential, in the firet stages at least of the
evelopment of the areas, for the achievement of
oo national objectives and, in particular, to
in ain public control over the distribution of
Ra.gm' employment and eventual land ownership.
s e8 of growth of production and employment are
Sumed to be similar in all strategies; but
ot Y are more uncertain in Strategy 3. This
.e“fesy ranks lowest in terms of reduction of
lmgtlolniv.: disparities. Provided that the assumed
;ior development is considered privately
ﬂ‘o table, the initial input of private fimance
7 larger than in other strategies. The gross
thp“t of public finance is therefore smaller -
m‘”& by less than in proportion to the decline
r public share of production and returns
ot"-':'uinﬂstment. This difference between sources
o nance sums up an essential difference bet-
atmtag_v 3 and the others - atrategy 3
emphasisen evelopment by and for those who now
capital whereas the others emphasise deve-

Opment b
capital, ¥ and for those who now do not have

i National capacity for land development must

od hereased to meet the targets of the accelera~-

the land development programme. The choice of
form that increase should take will influence

the choice between strategies 1 and 2A and 2B,
Strategy 1 effectively assumes that capacity is
increased with no new form or method of agricul-
tural development being introduced. OStrategies
2A and 2B introduce a new and adaptable form of
public aﬁicultm'al oduction agency and inno=-
vations methods of settlement; ey assume
that FIDA gradually moves towards concentration
on planning and implementation of development of
new land, transferring the greater part of the
land once developed to other agencies.

Strategies 2A and 2B point directions of
approach: y are flexible enough to allow

es of emphasis as implementation proceeds.
They have enough variety of forms of organisa-
tion (all have diversity of crop) to allow and
encourage entry by all groups, including those
who want land and those who seek employment.
Greater emphasis in SMP on settlement scheme
(e.g. FIDA continuing throughout SMP period)
avoids disturbance of already decided programmes,
continues present recognised and attractive
forms of development allows time for new organi-
sations to be established to manage public farms
and for correct information about the advantages
and disadvantages of different forms to be
disseminated. Allocation in the early stages of
substantial amounts of land in designated areas
for private agencies gives ample scope for rapid
private development. Allocations of land in
later periods can be revised in the light of the
effective interest shown in the early stages.

The main form of agency proposed for stra-
tegies 2A and 2B - the public farm - is as yet
largely untried. It is essential that public
farms be well managed and that their objectives
be clearly specified and realistic. If these and
other conditions are met, they can provide bases
for a variety of forms of internal organisation.
The strategies and the form of agency are
flexible enough for the emphasis to be revised as
development proceeds.

The difference between strategies 2A and 2B
lies in the be creation or acceptance of
underemployment on public schemes in 2B but not
in 2A. 2B aims at wider distribution of income
from a scheme among recipients on the scheme.
The same general objective of wider distribution
can be mchieved, as explained in Chapter 4.4, by
using the balance r ning after paying target
incomes to fulltime workers for additional wider
public investment or other purposes. Provided
that the balance is so used, so that the income
is distributed equally widely though in different
ways, 2A (fulltime work) is preferable.

A comparison of the figures for labour force
available and labour requirements in agriculture
in year 20 illustrates one reason for this
preference, dJobs in other sectors, in the same
rural areas, will be available only for a small
fraction of the spare labour. In 2B either rural
underemployment becomes severe or emigration from
new villages takes place, within the first twenty
years.

The provision of fulltime work on public
schemes by matching recruitment to labour require-
ments, as in 2A, does not prevent the appearance
of undmloymnt, thrau%h voluntary immigration
and na increase, But if most of the working
population of a new area have been initially
attracted by definite employment, in the first
stages there will be little or no local unemploy-
ment. There are clear advantages in establishing
new settlements in which a high Smportion of the
working population are employed from the start,
and receiving incomes at least as high as in
similar work elsewhere. Not least is the
from creation of an atmosphere of high activity
in the area, This point may be part cularly
important in the early stages of development of



the project areas, before activities outside the
main crops of rubber and oil have had time
or opportunity to develop to give diversity.

Finally, the additional number of Sob oppor-
tunities (in part-time work) resulting from
deliberate creation of underemployment is relative-
ly small, unless the principle is extended to
other sectors besides agriculture,

Strategy 2A (High public, full-time work) is
recommended.

associated with agriculture. These figures
aseume entry of new households to newly developed
areas, for fulltime or part-time work in

s and increase in numbers of

en W rs per household over time. No
allowance is made for other immigrants, nor for
emigration.

5. Households - Thousands: assumptions as in 4.

6. Gross public finance input - Million dollars:
Total costs of housing and infrastructure vary

Table 7.2
Comparison of Alternative Strategies : icul uction
Existing High Public High Private
Organisations
1 2A 2B 3
Public proportion 5% T5% 5% 40%
ITEM Year 10 20 10 20 10 20 10 20
1. ACREAGE CLEARED Thousand
(CUHULATIVE) acres 198 285 215 285 215 285 215 285
2, GROSS SALES Million dollars 67 190 73 190 73 190 3 190
3. LABOUR REQUIREMENTS Thousand jobs 13.2 25,3 16,5 27.1 16.5 27:1 16.5. 27T.4
IN FULL TIME WORK
4. LABOUR PORCE AVAILABLE Thousand 19.4 48.2 16.5 34.9 23.1 48.9 16.5 34.9
5. HOUSEHOQLDS Thousand 10.2 20.0 8.7 14.3 12,2 20.0 8.7 14.3
6. GROSS PUBLIC FINANCE Million dollars
INPUT
T4 Years 1-10 300 330 350 280
T.2 10 - 20+ 310 260 270 180
T. Reduction of economic disparities
a. Development by those without capital +++ 4 +4+
b. High share of income to workers s +4 4 o -
¢. Comparative income per worker b ot + AR
d. Workers' incomes during 1970's - b +4+ ++
e, control over Malay share in
employment - — 4+ +
f. Retention of public or Malay share
in land ownership e+ ek +++ +
8. Choice of Employer + it ot bt
9. Housing separate from employment . bt + s
10. Flexibility - +44 4 4+
11. Maragement and Innovation e e + o

Hotes on Table

Dates are expressed as Year 1 oe 10 ... 20,
The present hnnfng assumption is that imple-
mentation will begin promptly in 1972 as Year 1.

1. Acreage cleared (cumulative) - Thousand acres:

These are areas cleared by contractors; The
areas settled by Emmmt poeulntim will be
smaller at the dates shown. ery similar rates
of development have been mssumed under all stra-
tegiea; the rate of strategy 3 is subject to
greater uncertainty than that of the others.

2. Gross Sales of agricultural produce - Milli
dollars: common to strategies 21 2B, 3. e

3. labour requirements in fulltime work -
Thousand fulltime jobs in agriculture only:
common to strategies 2A, 2B, 3,

4. Labour force available - Thousands :

with population:

in 1, 2A and 2B all infrastruc-
ture and the bulk

of housing is assumed publicly
financed, In 3 some village infrastructure and
all housing for workers on private schemes is
assumed privately financed. They are

figures of the public finance input required.
They take no account of return flows: receipts
of loan repayments and interest, taxes, duties,
rents etc. (See note on public finance at end
of Chapter 6.2). The f show the public
share of initial investment in the four strate-
gles and are rounded, They are again purely
comparative figures based on common assumptions -
actual figures will depend on the number and
financial structures of the various agencies.

The strategies are ranked against criteria
8=13 by the symbols

+44

++++ : highest, + : lowest.




All these figures are intended only to illus-
trate possible orders of magnitude for comparison
between strategies. They relate only to agricul-
tural production and to the labour force and
population associated with it. The other develop-
ments proposed for the project areas are common
to 2ll strategies,

7.5 Qverall results

Tables 7.3 and 7.4 set out the possible
effects of the proposed developments on employ—
ment and population in and adjoining the project
areas.

A proportion of the service jobs created
indirectly by project developments and the
population they support will be located in the
established towns and large villages on the
fringes of the project areas.

About half of the additional employment by
1990 would be in agriculture. After 1990
continued growth of tourism and related services
would provide additional employment for the
increasing labour force in the areas. The majo-
rity of the new population entering the areas
initially for employment in agriculture may be
assumed to be Malay. Provided that steps are
taken to provide training amnd to assist entry
into tourism and services Malay participation
in these mainly urban activities can be ensured.

Iable 7.3

Projected Employme: nd ropuls it
ln_Project Development Areas: 1990

Jobs in (i) Leading sectors
(agriculture & tourism) 38,000

(i1) Services

(medium estimate) 22,800
Total employment 60,800
Households (medium estimate) 27,600
Population 166,000

NOTE: The totel employment multiplier from
leading sector jobs has been estimated at
between 2.2 and 2,4, Thus, the total
number of jobs likely to be created by
1990 in W. Malaysia by project develop-
ments is likely to be between 83,600 and

1,200,

25

Major centres
Klueng and Kota Tinggi

Minor centres
Existing and proposed
large villages

New master villoges in
project areas

Rural settlements
Existing wvillages

Developments already
proposed

Projeot developments

Total population

(numbers)
225,000
New towns in project areas 70,000

295,000

23,500
17;500

——

41,000

|

45,000

17,500
78,500

141,000

477,000

62 percent

8 percent

B30 percent

100 percent




8.1 Introduction

In the foregoing chapters an outline of the
resource base, possible development activities
and alternative strategies for overall develop-
ment have been presented., It is necessary,
before the Master Plan can be prepared, to select
a strategy or combination or modification of the
ltrazfiu presented, Further financial and
economic evaluations must be carried out and
or sational proposals must be refined. Their
nature and extent will depend upon a series of
decisions in regard to various comporents of the
strategy selected. Decisions associated with
projects recommended for early implementation are

icularly urgent,

8.2 The Implementing igency

It has been assumed that the target date for
starting development will be 1st January, 1972:
an early start seems clearly necessary. If an
orderly start is to be made, it must be emphasized
that certain major decisions require to be taken
much earlier than January 1972, bear also in
mind the need to lay foundations for effective
long term implementation.

It is the consultants' strongly held view
that foremost amongst these decisions is the
establishment of a Development Corporation to
Koﬂde and maintain the stimulus necessary for

e implementation of the Master Plan and to
coordinate the wide range of participating
agencies and the complex of interdependent opera-
tions over a period of, perhaps, twenty years.
Not only is a decision required to establish what
has been termed the South East Johor Development
Corporation, but its form and role need to be
determined without delay. Its early establish-
ment and commencement of operations are esgen-
tially linked to several features of development,
including:

(a) allocation of land for development
purposes.

(b) the coordinated removal of timber and
clearance of land for development,

(e) arrangements with managing agents for

public famms (assuming th
accepted), JATINe. uee

(d) arrangements with managin ts f
development of tourism. Sl ghad

(e) the provision of housing,

(f) the timely provision of roads, water
supplies and other public facilities
in accordance with agreed plans,

The selection and appointment of the
Corporation's senior executive is a matter of
urgency, since it is desirable that he should
have the opportunity of participating with the
Consultants in the preparation of the Master
FPlan, It is recommended that this appointment

should be mede as soon as 88ibl
not later than April 1971.’0 (o i

8.3

The terms of reference require selection
priority projects for early mqhmntation. e
These are diverse in nature mg regl;ire coordi-

i L]

nation by a strong central autho *
prise essentially:- T They com

8.3.1 (a) The establishment at an ear
organisations and facilities to¢ utilia%yn::te -
obtain maximum benefits from the timber resources,

Proposals have been put forward for logging and
processing of marketable and potentially marketa-
ble species in Johor Tengah and the use, for chip-
ping, of residual timber from that area and
Tanjong Penggerang. Decisions whether to adopt
these proposals, and in particular to define the
role of participants, are immediately required.
Experience in West Malaysia has demonstrated

the importance of timely decisions on such goints
- tim’ger supplies are not to be wasted, an
obstacles to planned agricultural and infrastruc-
tural development are to be avoided. Provision
hag been made for 1o§ging and processing to com-
mence in three years' time (1974). A start on
processing could be delayed a further six months
by stacking some of the timber (Red Meranti spe-
cifically) from six months' coupe in preparation
for the production of high priced mouldings.

(b) An early and detailed study, to be
completed by Seg‘tem‘bor 1971, of the opportunities
for disposing of residual timber for chipping, 80
that the potentially high total value of this
resource can bring benefit to the area.

(¢) Review of and decisions on future
policy in regard to premium and royalty collec-
tion from 1o mf in order to encourage greater
extraction ag utilisation and to increase publiec
revenue for development and other purposes.
Special recommendations have been made in Chapter

8.3.2 An early and detailed study of the viabili-
ty and early development possibilities of a
tourist centre in Tanjong Penggerang to benefit
from the substantial potential job creation and
foreign exchange earning capacity of this indus=-
try in Johor State.

8,3,3 The introduction, without delay, of cattle
multiplication centres, to expand the dairy and
to a lesser extent the beef industry.

8.3.4 Further investigations to confirm wider
opportunities for diversified agricultural
enterprises, based upon adequate performance data,
with particular reference to hybrid coconuts
cocoa and some aspects of pineapples, cassava and
short term crops.

8.3.5 Review of decisions on the means of
obtaining adequate staff and equipment capacity
for road and bridge construction and for the
Emvision of other infrastructural facilities.
oad construction is an essential feature of
phased development, without which access to both
regions will be inadequate.

8.3.6 Provision for the maintenance of river
gauging stations (already agreed in principle),
as part of an overall long term programme to
study the effects of changes of land use on the

8ical environment and river regimes; which
W also ensure that future decisions on water
development can be properly based on sound Wﬂr:"
logical data, This decision is more significan
to Master Plan implementation than preparation;
its urgency lies in the fact that the stations
set up by the consultants are due to close at
end of February 1971,

8.4 Qther Decisions

Other items of less immediate urgency are

listed below as matters of principle or detail»)
Items under (Detail) heading and marked thus (+
affect implementation of the Master Plan rather




than preparation of the Master Plan itself.
PRINCIPLE

8.4.1

8-‘02

8.4.3

8.4.4

304.5

Land

Procedures should be set down for the
early and rapid aliemation of land to

the proposed Development Corporation

for sub-allocation as required, affording
gregter crop cholce compatible with good
and use,

Water

Measures for meeting future water demands
within and outside the FPlan area need to
be agreed by the authorities concerned.

It will also be necessary to determine the
relationship between the management of
water development and the proposed Develop-
ment Corporation.

Forestry
Logging and processing

Coordination with infrastructure

Agriculture
Research facilities

Cattle multiplication centres
Tree crop nurseries

The desirability of eatabliuhing a country-
wide organisation to aid the national
expansion of the cattle industry.

Management for accelerated land develop-
ment programme.

Infrastructure
(a ) Acceptance that housing is not tied
to employment

(b) The use of external agencies for
rapid provision of essential access

from 1972

8.4.6 Natura) environment

s"l?

Acceptance of the need to
biological communities in
Penggerang.

reserve
an j ong

Organigations

(a) The role of FIDA., The overall role
would be affected by the strat or
combination of strategies selected.
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RETAIL

+In particular land must be suballocated by the
Corporation to (a) FIDA, a mjor participating
agency, for development during the SMP (b)
MARDI (c) Cattle multiplication centres.

Reservation of river catchments, in
those of the S, Kahang, Iinggiu and
be required.

Earticular
ebam, may

ing and
loge in

g -

(a ) combination or independence of lo
processing activities (b) purchase o
a free market by the timber

[+ ation, e

(¢) coordination of logging roads with develop-
ment roads including design characteristics and
coet sharing arrangements.

Establishment of MARDI research centre including
(a) land allocation and clearance (b) soil
survey (c) design of housing and building (d)
appointment of staff; all in 1971.
+Provision of staff and trainees in 1972.

Agreement that present FIDA nurseries at Ayer
Tawar and Bukit :.Iing should continue operating
beyond their local need by FLDA.

+Appointment to PIDA/private estates of additional
trainee managers (paid for by Government).

(a) The desirability of South East Johor
Development Corporation accepting responsibility
for arranging finance (incl. private sources) for
housing.

+(b) The need for early bridging facilities over
the S, Johor and S. Sayong to provide acceds to
southern Johor Tengah.

+(c) Road construction over 16 miles from FILDA
Kulei northwards into Johor Tengah.

+(d) Barly construction of Penggerang Highway at
rate of 8 miles a year.

aliemation orders

Rescinding or restricting land e

for silica sand extraction in ?lngierans,
view of wider development implications.
Reservation of the G, Blumut and G. Panti as
I:zioml Park, Forest and Game Reserves.

ning strat other than 1 is selected,
::érm ng omg‘traﬁm by FIDA, in the South
East Johor Project areas, on land development,
transferring the greater part of the land, once
developed, to other agencies.

Decisions on other modifications indicated in
this report and Supporting Reports and papers,



ERINCIPLE
8.4.7 (b) Creation of public farms

(c) Private development

28

DETALL

South Bast Johor Development Corporation as main
public agency responsible for initial development
of public farm subsidiaries, in cooperation with
State Economic Development Corporation and pos-
8ibly other agencies.

Decisions on necessary incentives to be incor-
porated in Master Plan,



SUPPORTING REPORT XI
QBJECTIVES

1. INTRODUCTION

The objectives of the New Economic Policy
are discussed in relation to the development of
the project areas in Chapter 4 of the Draft
Project Report. This Supporting Report does not
repeat that discussion, but takes it as read.
The first section gives additiomal comments on
assumptions, with particular reference to Malay
and non-Malay participation. The second section
is concerned mainly with the quantitative measure
of economic disparities.

i EEE NEP gBJEC’I‘IVEﬁ AND MALAY/NON-MALAY

The general interpretation of the firast NEP
objective - the reduction of disparity in incomes
between rich and poor - requires measures to
adjust income distribution and to increase the
share of the poorest groups in total income. The
second and third objectives of employment crea-
tion and growth require general stimulation of
demand as well as projects for the development of
production. No specific assumptions have been

made in the Draft Project Report about new policies

or measures in these directions that may be intro-
duced at the national level in the Second Malaysia
Plan. They will be taken into account in the
ﬁ::x;:ratlon of the Master Plan for the project

With regard to the objective of reduction
of economic disparities between and other
ethnic ps, our assumptions have been based
on the following considerations.

The national development programme comprises
many projects, in some of which Malay participa-
tion is intentionally high. while in others it 1s
low, with some total combined result. The deve-
lopment of South East Johor is sufficiently large
and diverse to be treated in a similar way. Thus
:W Bgecinc prodwc tion units - for example some
ndividual settlement schemes - may be almost
entirely Malay; but in none of the leading
sectors as a whole is it assumed that the Federal
or State Governments will decide to aim at a
Proportion of Malays much higher than the two
3 rds or so Malay proportion of the rural popu-

ation in Johor. In some economic sectors the
Proportion of Malay participants will be much
lower than this.

In the new agricultural activities it is
assumed that a target may be adog;ed of T0-75
gmm Malay gu'ticipntion. A higher target
088 not seem desirable, partly on general
ﬁ'i“m" that new opportunities should be open to
ethnic groups, partly for specific reasons
:‘h‘ted to particular activities. In the main
o activity of dairy famming, for example,
icigation of Indian cattle-owners will be
esirable if the rate of growth of cattle numbers
h to be reasonably high, The most important
o:l)&ot of the adoption of such a t“,ﬁ“ would be
tnih‘ proportions of youths selected for

ning on public schemes or in joint ventures
under public auspices.

“ In the new act:.vita of tourism, similar
t:iﬂerstiou apply. Given the heavy dependence

i ourism development on the Singapore market

- connections, a strong Chinese element is

b sential, If the development grows large enough

1:1:1“!‘&1:3 a local training centre, a target

% ake of 50 percent Malay, 50 percent non-Malay

g uths might adopted: this could provide the
83is for essential cooperation in the future.

In forestry and the timber industry, parti-

cipation by existing interests implies a signi-
ficant share for non-Malays.

In the main employment creating activities
of oil palm and rubber production, conflicting
considerations arise. If the proposed emphasis
on public farms is adopted, it is intended that
these should recruit workers on normal employment
criteria of skill, experiemce etc., rather than
ngelecting settlers" for permanent settlement.

It is also proposed that the market for private
land and acquisition of house and shop lots in
villages should be as free from restrictiona ae
possible. Both of these should lead to voluntary
mixtures of ethnic groups. Nevertheless, the
choice of combination of types of agencies and
the methods and channels of their presentation
will influence the proportions of various ethnic
groups who select themselves to work and reside
in the project areas; and public authority
retains power to control participation on public
schemes and the initial allocation of land to
private holders. In the short or medium term, &
very high proportion of the additional employment
for otherwise unemployed Malays would improve
their relative economic go-itian; but in the
longer run, correction o imbalances between
ethnic groups requires maintenance and perhaps an
increase of the non-Malay population ong:god in
agriculture in rural areas. Asguming that, in
Johor as elsewhere, significant efforts are being
made by Government to increase employment of
Malays in industry and commerce in towns, it is
proposed that if the Malay proportion of employ=-
ment in oil palm and rubber turns out to be close
to but less than two thirds, this may be accep-
table. It is not proposed {rat any one production
unit should itself aim at this or amy other
specific proportion - it should recruit from
among those who apply. The mix of o isations
can be adjusted as development proceeds if the
actual out-turn differs markedly from the desired
proportion. Adoption of a non-Malay proportion
of one third or more implies that some public
schemes must be set up which attract non-Malays
as much as Malays.

Questions arise on the extent to which appli=-
cations for work or for land should be deliberate-
1y invited from outside the State of Johor, and
on whether they should be re od-uaﬁm
different from applications Johor residents.

Guidance on this last point and confirmation
or modification of the assumpiions outlined
earlier in this section will be required for

Master Plan preparation.

a1RE Ol ICONQ DISPAR

3.1 The extent of economic disparity between
ethnic gro is described, in the paper of
18 March, i?ro on the New Economic Policy', as
the excess of "average income gr capita of non-
Malays" over that of Malays. is excess is
estimated at 75 {:romt or more, This section is
concerned with quantitative meassure of die-
parity and with the implications of possible
interpretations for the South East Johor Project.

¥

1 Jabatan Perdana Negara
¥ : issued to the Director
General, Bconomic Plamming Unit, by the Chief

Secpetary to Government on 2 April, 1970.



In papers other than the DNU paper quoted,
this average 75 percent disparity appears as a
result of comparisons between "productivity" per
worker in various occupations, taking account of
the ethnic composition of the labour force in
those occupations (and estimates of smdu of
Malay and non-Malay workers etc.). "Produc=-
tivity" equals Value Added, so the measure com=-
pares averages of Total Value Added in various
activities divided by the number of workers
employed in those activities. The "traditional
rural” sector has low "productivity" per worker -
hence much of the disparity between rural and
urban areas. It also has a predominantly Malay
labour force - hence much of the disparity
between Malays and non-Malays. This measure
leads to the prescription - move Malays into
"high productivity" occupations.

However, this measure of "productivity"
differences does not measure the difference
between average (mean)
by Malay and non-Malay members of the our
force (including unemployed). Nor, of course,
does it indicate the difference between
incomes received by Malays and non-Malays e
median would take some account of the distribu-
tion of incomes within a sector or an ethnic
grm):p whereas the average or mean income does
not).

It is assumed that the objective of reduc-
tion of disparity is concerned with reduction of
differences in personal incomes received, This
is consistent with the presentation of this
objective as the reduction in the gap between
"haves" and "have-nots", which indicates emphasis
on raising the absolute income level (and, if
possible, also the relative level) of the poorest
groups of the population - the lower paid workers,
the unemployed and the seriously underemployed.

The measure of differences in "productivity"
may be the nearest available approximation to
differences in personal incomes received?; but
it has serious itations. Strict adherence to
this measure might have different implications
for policy.

m.%ﬂlﬁ per worker may be high because
large amounts capital or of highly paid skilled
personrel are used, while the incomes of most of
the workers may be relatively low, with 1little
aaor for increase. Where, after deduction of
costs of capital and skilled personnel, the
remainder of value added per worker is high, the
share of most of the workers may still be low,
with the share of profits high - i.e. the -
Hj%gn of the value added per worker is impo t

e emphasis is on improving the economic
position of the poor.

If disparity is measured by value added per
g v:.;huia; ms o:tl of account the
ecta of pro ional paid employment
for the now unemployed, even at rsla.tivzly’i:l
wage rates, Value added per employed worker can
very often be increased merely g; replac
unskilled labour with capital: 1if this uces
employment, the average economic position of the
goorerl: groups is worsened, An example relevant
o the Project areas is land clearing by mecha~-
nical methods or manual methods., The former has
high value added per employed worker; the latter
employs 15 times as many men per acre, at
8lightly lower average wages. Clearly, in an

t': ch able to the con-
sultants, may cover point and othe
made later in thie section, R

mally to be preferred (as the comparison using
shadow 8 indicateas) if the outcome is the
same; but use of mechanical methods would appear
to contribute more to measured reduction of
disparity, if the measure is confined to employed
workers,

3.2 Conclusions

Qur inte tation of the first objective of
the N.E.P., with reapect to the mgority of the
potential workers in the South Bast Johor Project
areas, is that we should be concerned with

a) possible improvements in the economic
position of the poorest groups (families
with less than $100 per month) with some
but far from exclusive emphasis on Malays,
and therefore with -

b) the ways in which income from production
is distributed by production agencies,

and ¢) additional income-earning employment for
the unemployed.

Examples of some implications are:

a) this quantitative measure will take
account of additional employment in a
"modern sector" activity such as oil
palm production, but not of the distri-
bution of income from production. Our
interpretation of the N.E.P. objective
implies that organisations in which the
bulk of the income goes to lower paid
workers or is used for the benefit of
other goor are preferred to those in
which this does not happen;

b) additional work in oil palm or rubber
production may be measured as contribu-
ting to reduction of disparity; but if
for a time the additional workers are
zaid little or nothing, during that time

his does contribute to the first
N.E.P, objective. That is, the creation
of employment, in the second objective,
is interpreted as, preferably, the crea-
tion of income-earning employment.

¢) techniques which provide more employment
are preferred to those which provide less
employment when this is indicated by
evaluation of altermative techniques,
using a shadow wage, even if the value
added per worker is relatively low.

unemployment .1tuntion; manual methods are nor=-



SUPPORTING REPORT XII
ALTERRATIVE STRATEGIES

1. DUC!

1.1 In Chapter 7 of the Draft Project Report
four alternative strategies are compared. This
supporting report containe explanations of the
agsumptions on which the comparative values of
items 1-6 in Table 7.2 are based (Sections 2 and
3) and some further discussion of implementation

Strategy 1 has a lower labour regquirement
than the other strategies for the full 285,000
acres (in year 20 and later) because a larger

roportion of the land is brought under cultiva-
Eion in years 10-20.

(Sections 4 and 5). Values of items 1-6 are Table 1 Comparison of Alternative g
gi:en in Table 1 of this report at 5 yearly n:mxm._,"rm; =
; - Orgeni- Public Privats
The four strategies in the Draft Project sations
Report are:-
1 75 percent public, existing organisa- Year 1 24 2B 3
tions
24 75 percent public, high proportion of 1. ACREAGE 5 108 105 105 105

public farms fulltime work CLEARED 10 198 215 215 216
2B 75 percent public, high proportion of (0 "BmﬂdI‘IE =z " 270 265 265 265
public farms, deliverate partial o ORI 3

employment 20 285 285 285 285
3 40 percent public, 60 percent private. 2 ol 5 o “ T 11
2. ASSUMPTIONS (mn dollars) 10 67 73 73 73

2.1 Project Area 15 149 146 146 146

2.1.1 Por the 4 ri the area g b e
als or purposes of comparison ar

has been taken as 285,000 acres suitable for 30 223 223 223 223
agricultural development. Of these 105,000 acres
are in Tanjong Penggerang and 180,000 acres in 3. LABOUR 5 2.6 3.7 .3 3.7

Johor Tengah, REQUIREMENTS 13.2 16.5 16.5 16.5

F TIME
2,1.2 The net area is averaged at 85 percent of me 15 20.3 24.2 24.2 24.2
the £X00N K. (Thousand Jobs) 5o 25,3 27.1 27.1 27.1

¢+ Eorcotry and Tourion 204 26,2 28,0 28,0 28.0
The logging pattern, timber utilisation and

tourist development are assumed to be the same in 4 TABOUR FORCE 5 40 AR SR AT

all strategies. The comparison is therefore AVATLABLE 10 19.5 16.5 23.1 16.5

confined to agricultural production and associa- (Thousand) s E

ted employment and population, 15 33,9 26,0 36.3 26.0

2.3 Bate of land Develomment : Acreage Cleared BU5VE MAREON.9 S WS 3929
(Cumilative)] - Item 1 in Table | 25 54,0 39.5 55.5 39.5
A1l four strategies assume clearance of the

whole 285,000 acres by year 20, and very similar 5. HOUSEHOLDS 5 Bl 149 2.7 1.9

rates of clearance in years 1-5. (Thousand) 10 10.2 8.7 12.2 8.7
Differences in rates of clearance between 15 16.4 12,7 11.8 12.7

strategy 1 and strategies 24, 2B, 3 appear parti-
e e it gt g
umed clear strategy 1 com W ’ 7 20.6 14.7
acres in the other three strategies. This dif- 25 20.3 14.7 0
ference arises from assumptions of a somewhat lower
rate of road construction by existing capacity of 6. GROSS PUBLIC
and a roughly constant annual rate of clearance
(15,000 acres p.a.) by FLDA, the main agency in
strategy 1.

1-5 88 119 123 99

11-15 196 158 164 118
16-20 98 80 B4 52

2.4 Gross sales of agricultural produce (in
o - ( ST G, NN | N |

Millions of dollars). (item 2) depend on acreages
Previ.ouu:l{ cleared and planted using assumptions
about yields and prices which are common to all
strategies.

2.5 Labour a
in numbers o??r&::;':ng gtltgia :gk.:p.z:;::d 2,6.1 In all strategles h:i;uhg:gsha::; :af-ta:d
for agricultural prodw tion. They depend on to enter the project areas with e t

A household , on average, 30 years, and with an

Previously planted acreages.

An average of one fulltime worker to 8 acres
of crop land is assumed for workers brought in to
work newly developed land u.goto year 9, There-
after the ratio is assumed rise to 1 fulltime .
worker to 10 acres of crop land.

£ 1.9 workers per household, rising to
;Tgr:g:k:n pgr haunhoﬁ after 10 y'urs of resi-
dence. These averages are based on information
about household formation obtained in sociological

field studies.

3



2.6.2 Assumptions about entry of households
differ between organisations and strategies.

In strategy 1 land under FIDA brings in 1
household per settler's lot of 10 acres up to
year 9 and, after year 9, 1 household per 12 acres.
Settlers' households are assumed to enter in the
fifth year after clearing, on average,

2,6.3 In strategies 2A, 2B and 3 and other orga-
nisations in strategy 1, the numbers of house-
holds and workers depemi on labour requirements,
Households are assumed to enter in the fourth
year after clearing, on average (some will be
engaged in the early work of clearing and
planting - work which under FIDA is done by con-
tractors, not settlers).

2.6.4 In the organisations assumed in strategies
2A and 3 the number of workers brought into a
newly developed area for agricultural work is
assumed to be just sufficient to meet the labour
requirements in fulltime work. The number of
households brought in is the number of workers
required divided by 1.9 (workers per household,
as in 2,6.1 above). Over time the number of
workers in these households rises - to 2.8
workers per household, For simplicity, it is
assumed that none of these additional workers are
taken into agricultural land which is developed
in later periods in other parts of the project
areas,

Thus the labour force available equals
labour requirements in {ear 10 and then begins to
exceed requirements as the average number of
workers per household rises.

2,6.5 BStrategy 2B assumes deliberate creation of
underemployment, in order to spread income widely
to recipients on a scheme., The number of workers
entering a scheme area initially for icultural
work is taken as 40 percent more than the mumber
of fulltime workers required. The number of
households is derived by dividing this larger
number of workers by 1,9, the average number of
workers per household. The average number of
workers per household is again assumed to rise to
2.8 after 10 years.

Various different
which would have

The assum
discussed fur

2.7

assumptions could be made
8imilar general effects.

ions in 2.6.4 and 2.6.5 are
r in section 3 below.

"Development Cogte"
Item 6 in the table shows comparative
figures of the public finance components of
the "development costs" of agriculture and infra-
atructure in the four strategies. The main
difference in the public component appears in the
comparison between strntegy y with private
share, and strategies 1, 2A and 2B, with high
public share.

"Development costs" are defined below. It
must be em ised that the figures given in the
table are intended for purposes of illustrative
comparison only.

2.7.1 Agricultural "Development Costa"
Assumptions.

1 Public and private sector agricultural
development costs are assumed to be the
same for any given area d eveloped,

2 For the purposes of comparison only, the

average input of capital is taken to be
$1510 per net cropped acre. is the

negative cash flow for an a acre

developed with oil palm and rnbgl!' 50/50.
5 Most oropping patterns are assumed

similar - teste have in fact :bown ::'L..ar

- Common
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financial outcomes for several realistic
balances of crops.

4 The average year of expenditure is taken to
be year 4 of development of any particular
area. Tests have shown this to be accurate
within a five year period to about 10
percent.

5 No account has been taken of income aris
from development, i.e. income arising in the
future from a developed area does not offset
the costs to year of first positive cash
flow. Equally, income from an area developed
early in the project's life is not used to
offset agricultural development costs on an
area developed later. This assumption is
necessary for the purposes of comparisom.
One effect is that the figures overstate the
actual financial capital that will be
required by an agency which develops a sub=-
stantial part of the areas and uses any part
of the income from early development for
later investment.

6 Housing for workere is mot included as a
cost in the agricultural costs. It is
included at $1600 per house in the infra-
structure costs.

2.7.2 Agricultural Development Costs in
Strategy 3.

In strategies 1, 2A and 2B the private share
of agricultural development is assumed to be
wholly financed from private sources. Strategy 3

assumes 60 percent of agricultural production
under private ncies - half estates and half
smallholders, this strategy it is assumed

that some public funds are used to provide incen-
tives for smallholders. For the purposes of
this exercise it is assumed that half the emall-
holders' land will be cleared amd all will be
provided with roads of harvesting road standard
at public expense either as grants or as loans to
the smallholders. The coste assumed are $170 per
acre for land clearance and $120 per acre for
harvesting roads.

It is also assumed in strategy 3 that village
infrastructure is provided for smallholders.

2.7.3 Infrastructure costs.

Scope

1 Total costs of infrastructure include costs
of regional and other roads and village and
service centres, Urbanisation costs in
Kluang and Kota Tinggi and other external
costs are excluded,

Recurrent costs are excluded (these could :
taken as 5 percent of total capital invest
at any point in time).

Capital costs are gross and take no account
of return flows.

2 Sources of data and estimates were:

1. Malaysian General Transportation Study
(and JKR later amendments).

2, Jengka 3% II Bstimates by FLDA in con=
Junction with JKR (also JENGKA Report).

3. A Project Survey of current costs ﬁnﬂﬂﬂ'
tract and direct labour in Johor (JER,
FIDA, etc.).

4. Advice from other central Government
Departments - D tment of Telecommuni-
cations; FIDA, H ete.

5. Other detailed rm.ot tudies, e.g. Water
Costs by Binnie Partners.



3 Method 5 Assumptions Varying Acoording to Strates
1. Village & Service Centre Costs. 1. Assumptions about rate of development

(1) Por each region, the average acreage labour force available etc, are ag des-
served by each village was calculated. eribed in previous sections.

(i1) From this alternative acreages per full- 2. Public/private proportions: in strate
time worker in time, and amrngtive 1, 2A and 2B all infrastructure costs g:a
workers per household assumptions for assumed to be met initially from publie
each strategy could be applied to derive finance, In strategy 3 a proportion of
an average number of households and popu- village development cogts is assumed to
lation per village for each strategy at be privately financed (see 4).
each point in time. 3. For strategies 2A, 2B and 3 development

(111) The full components of a village igt;sgga%og: groce;d at a rate compatible
(Housing, roads, water supply, electri- iy [ e g g ¥
gt;{ictgﬁ;fggnéﬂ’ ﬂchoolgpaz:i other :i:ul:anz::l{ o botl;tzegio:s;m

ngs, sewerage, open 8 5 stra » assumption o regional
site development coats.asto.}?e R road bu%di:g cagiaoity at 8 miles psg
The proportion of costs fixed for each ::;nn:: v:l%;ag:rroa;z nae:;a:?ﬁrvt&:g;a
village e.g. link roads, water supply routes. This would see an initial c:nmuzz:.“Jr
systems were calculated and separated tration in Penggerang, with a major wi:gﬁ
go?a;lﬁi::si(:g wh:lch vartes with number to Johor Tengah only accurring in 19%3.
ousing, estate roads, ete.).
o4 Vil Tags Conte coil e a.diuated) Road and Village Costs phased accordingly.
according to the number of households for 4. In strategy 3, for smallholders, all vil-
each strategy in each year, laggidevelagpnent costs are assumed publie-

(iv) A eimilar exercise was undertaken for gﬂ rmce& prze:%relgouinspri;wp::zid:g
Master Villages to include Secondary variable e development costs attri-
Schools, Health Centres, ete. uta to households employed on private

2 Roads :;tates g auhumad ‘té:tbe rooo;:gedrin
(1) The initial estimates of ¢ ings oreas premim ite Pev 805 mari‘D 1t
affi
enabled a design standard :nd cgato?:r i:g?ased s i ¢ e
each stretch of road to be derived. 6 Comparative figures of gross input of

(i1) The cost of each section could then be publicaﬁ.mca for 1nn'§ntrmtwp: under

taken off for each strategy. the various strategies are shown below in
(11i) On the basis of a fifteen year clearance millions of dollars.

programme phasing diagrams for road and Years 1 24 2B 3
Villgge construction were used to spread
expenditure over a number of years, as 09 -2 i 40 i i
appropriate for the type of area being 6-10 110.4 114.5  126.0  107.3
eveloped (areas to be logged; not to be
logged; areag with or without existing 4015 1002 B Mol . 883
mj_:?“' etc.) and the development agency 16-20 60.1 46.5 49.7 43.7

4 Mm 20+ 16.1 1.4 12.0 10.7
Village costs would be spread over 5 years, iaiie 2288 i s o
with the following proportions in each
year of the 5 : 33, 30, 10, 10, 20, The 7 For any d.eve].?mt strategy for the
average intake period of population into project areep, indlying ofe Ah MASHN SEUY
the village was taken as Ke third year. “nu?l a;volopen: 11;;,3100 W:Mtt f
Fixed and variable village costs were cal= gﬁ%ﬁo.i’irm;oew:vfo:r'resi%mtrom; o
culated separately for Tanjong Penggerang secondary schools, water supplies etec,
and Johor Tengah, related to the numbers for the whole region has been estimated
of households per village - assumed the at around $225 million.
same in strategies 1 2B and the same
in strategies 2A and 3., As in Table 2.

Iable 2
il 1970-19a0Jm i 1931'1992“
'an r anjong or

Village costs pmg;'gn; Tengah Penggerang  Tengah

Average households per village (numbers)

Strategies 1 and 2B 475 550 396 458

Strategies 2A and 3 340 460 280 380
Costs

Variable cost per household (dollars) 5080 4720 5080 4720

Fixed cost per village (mn dollars) 1.16 1.04 1.16 1.04

Total: strategies 1 and 2B (mn dollars) 3.56 3.64 3.19 3.21

Total: strategies 2A and 3 (mn dollars) 2.89 3.21 2.58 2,81

Additional data for Master Villages were used giving
similar differentials.
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3.1 Section 2.6 explained the assumptions which
have been used (for the present purpose of com=
parison between the different strategies only)
about numbers of households entering the areas in
connection with agricultural work and the later
growth in numbers of workers per household. The
different employment assumptions in strategies 2B
~and strategies 2A and 3 need further discussion,
with reference to jobs outside agriculture. It
is simplest to consider this in relation to a
single village.

Around the village are public schemes which
offer either fulltime work (as in 24), or part
time work for a larger number (as in 2B), with
the intention of distributing the agricultural
income as 'target incomes' to a larger number of
recipients in the scheme area.

In 2A, the number of workers recruited for
agriculture is equal to labour requirements in
fulltime work. The "labour force available" is
equal to "labour required", leaving no "spare
labour”.

In 2B, the "labour force available" exceeds
"labour required" hg an amount of "spare labour"
initially equal to 29 percent of the agricultural
labour force. (Note that all workers are assumed
to be willing to work fulltime).

3.2 Services

3.2.1 The agricultural workers will require
shops and other services in the village.

In 2A these services can only be provided by
other % workers, additional to those
recruited for fulltime work in agriculture. To

are this with possibilities in 2B, the fol-
g?-:ina symbols are used:

A = labour requirements (in fulltime work)
in agriculture

8 = labour requirements (in fulltime work)
in services
L = workers recruited for fulltime or part-

time work in agriculture when the village
is first established.

M = other potential workers immigrat to
the v.lghge o

1-A has been defined as "spare labour",

A is the same in strategies 24 and 2B

L is bigger in 2B than in 2A

S and M may or may not be the same in 2A and 2B

Discussion is in terms of relationships be
these variables. i

3.2,2 In 2A
1. L=A

2. M may be of any size equal to or
gre:{nr than 8. Consider three
possibilities:-

(1) M=8; soL+M=4A+38

(i1) M is greater than 8, so that a
proportion of M are unemployed
;rr mﬁ:mplgyad, ul{ioh ecé?ala the
of unemployment/unde
mmyod in mm£ areas olaa-—r-
where;
(111) M is greater than in (ii), so that
:?Ls:n; murh.tim (as in (11))
T are unem
or underemployed, i
there is no unempl. t or under-

In (1)
In (11) the proportion of the total

employment.

village labour force (L + M) that is unemployed
or underemployed is smaller than it ies elsewhere.
In (1ii) tﬁia proportion is the same as else-
where.

These three can be taken to represent the
changing unemployment position in the village
through time, with immigration and natural
increase of labour force increasing unemployment
or underemployment from the initial low propor-
tion eventually to about the same proportion as
elsewhere,

3.2.3 In 2B,

In 2B the number of workers recruited for

riculture exceeds labour requirements in full-
time work. But if the difference is not great,
the outcome in unemployment or underemployment in
the village can be the same in 2B as in 2A.
Indeed, if those who are initially recruited for
agriculture take service jobs, the first position
of no gnemployment may be reached in 2B as well
as in 2A.

L is greater than A; but provided that L -
A lies within certain ranges, the three pos-
sibilities in 2A can be matched in 2B. 1In the
equations M + L - A (i.,e. "spare labour" plus
immigrants) is substituted for M (immigrants).

For example (i) and (iii):=-

(i) M+ L -A=28 ( so long as L - A is not
greater than S)

orM+L =A+8

M + L is greater than A+S so that the

proportion mmﬂ'wed or underemployed

is the same as gimilar areas else-
where.

(ii1)

3.2,4 In (1) some or all of the service jobs are
taken by the "spare labour" (L - A). It is impor-
tant to note that this conflicts with the assump=
tions made about strategy 2B for the purposes of
comparison with the other strategies. The assum
purpose of creating partial employment in agricul=
ture 1s to distribute 'target incomes' to as many
recipients as possible. If L are receiving
'target incomes' from part-time work in agricul-
ture and, at the same time, receiving additional
incomes from work in services, their average
income will be frea.ter than the 'target income'.
The larger total income from agriculfure and
services, now (in (1)) received by L, could be
distributed as 'target incomes' to a larger number
of moi?ients; or L could receive 'target
incomes' only from agriculture and leave the
incomes from service jobs to others.

In the evaluation of 2B it is assumed that,
as in' 24, all or most of the service jobs are
filled by workers other than those recruited for
agriculture, who are additional immigrants to the
village. These additional immigrants bring addi-
tional households whose average number of workers
increases through time. The number of workers in
households initially coming to the village for
agricultural work also grows through time - on
the assumptions used here the number increases in
2B to 206 percent of labour requirements in agri-
culture by year 10, as no emigration. Few
service jobs are likely to available for thie
"uzara labour®, if additional households have
entered the village earlier to provide services.

3.2.5 In practice, however, it is probable that
many of the service jobs will be taken by the
":Em ( cultural) labour”, In most settlemen
schemes, for ozuagln there are pressures keeping
down the number of additional immigrants and
encouraging the settlers to take on additional
Trt-tim work inside or outside the scheme area.
T the result is that all settlers are as fully



Occupied with paid work as they want to be, this
is good for their incomes, but it confliets with
the original purpose of bringing in "spare labour"
(as indicated in 3.2.4 above). The objective of
spreading "reasonable" incomes as widely as pos-
sible is no better served by bringing in people
who work full time, mbzinf part-time agriculture
with part-time work outside, than by bringing in
the same number, of whom some work full-time in

agriculture and the remainder work full-time
outside. That is unless incomes from full-time
:rork outside agriculture are well below the
reasonable" level.

In sum -

1) The offer of full-time work on public
agricultural schemes does not prevent
underemployment from arising eventually
in the area;

the deliberate creation of partial
employment on public schemes may in
practice not be as effective a device

as it seems at first sight for spreading
incomes as widely as possible.

IMPLEMENTATION

2)

run_and Jong

Strategles 2A, 2B and 3 all envis deve~
lopment by a variety of agencies, pubﬁ?m
private. The choice of higher or lower public
participation is a choice of the emphasis to be
emphasis to be placed, in the initial establish-
ment of production, on agencies set up under
;,-ublio auspices and financed in the early stages
;om public sources. The choice of a high public
share, as in 2A or 2B, does not imply permanent
public sector involvement in the greater part of
agricultural production in the areas. Many,

perhaps all of the public schemes will be trans—

ferred in various ways to
private control
ownership, some quite rapidly. s

For example, a poseible
2A by the year 2000 i’n shown g:{g:m e

Develop~ Total project Year
ment area develop=-
ment by

1971=75 1985-90 2000

(Percent) (Percent) (Percent)
Public sett %
sohema“ lement 50-65 20-25 5
(FIDA, FICRA ete.)
Public farms 10=-25 50-55 15-25
Private estates 25 20~
and smallholdings e g

100 100 100

-+
including FIDA development in
1971 in Tanjong Penggerang.

Public schemes are seen as instruments for
ra :g development of agricultural production
e can be fitted to particular groups of

pante. While they must be set up init
Gm” roment decision, it is not intended that
H w“nggiim for long :o bch:u'bjoct ::o_
mAnNA gemen gher au
urlifiﬂ but rather that tm'; ml’i be frameworks
Sevelopannt G2 he " Sabividust inteiative of
i et O ividual initiative of
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Smaliholdings

Estimates of private demand for land in the
project areas camot be made in advance on any
firm basis. The best evidence of potential
demand will be provided by the initial response
to offers of land for private development, pro-
vided that a large total area is offered and with
as few restrictions as possible.

The following approach to the allocation of
land to private agencies is assumed. With the
agreement of the State Government, the proposed
Development Corporation for the project areas
will allocate areas in blocks for private develop-
ment and invite applications for these blocks or
for lots within them. The total area offered,
especially in tke early stages of progect area
development, should be large - say, 2 -30,000
acres - in order to ?173 ample scope for private
demand to show itself. The size and speed of
the initial response would provide evidence (which
is lacking at present) of potential scale, pre-
ferences for location and size of holding, and
characteristics of potential private developers.
Blocks should be allocated provisionally for small-
holdings (up to 100 acres) and for larger private
estates., Their location should take account of
existing and prospective developments of cul-
ture, infrastructure and processing facilities,
and of the criteria for choice of implementing
agencies listed in Supporting Report V, 3.5
(pp 37-38).

It is proposed that, apart from division
into smallholdings and larger estates, there
should be no restriction on the size of holdings
that be taken up, at least in the first years
of de::{opment. Moreover there should be as few
restrictions on crop as are compatible with good
land use. It is desirable that some of the gmd
offered to smallholders in particular should be
already cleared and planted with a cover crop and
that, on otker land, smallholders should have the
opportunity to for clearance to be done for
them where possible. This could be done on hol-
dinge adjacent to new givate estates or public
farms which are being developed at the same time.
Although in general it seems undesirable to place
minimum or maximum limits on size of amallholding,
there should be some preference for holdings of
not less than 10 acres.

One purpose of making land available almost
without restriction, especially to smallholders,
is to allow private interests to add as much as
possible to the mate of land development particu-
larly in the early years. It also provides
[ unities for certain groups who may not be
attracted to schemes under public pector uu-z:.cn;
this point is develo in section 5, which
concerned with the different emphasis of strate~
gles 2A and 3,

4.3 Public Famme

It is sted that zuhl!.o farms should be
utabliahodm er a subsidiary of the South East
Johor Development Corporation, in cooperation on

*h the Johor State Boonomic Develop-

ment Corporation or MARA. Other possible spon-
goring agencies are a new Federal public farm
agency or FIDA.

A subsidiary (or more than one) of the South
Bast Johor Development Corporation would have
advantages, including a common approach to the
Master Plan; but its control should be suffi-
ciently independent to ensure peparation of
r.u.hgo and residence {v:usmn will be estab-
1ished by the Corporation) from employment .

Public farms should recruit a labour force
on normal criteria of skill, experience eto.;



some perhaps should direct their recruitment
towards particular areas or groups. Publiec

farms should be managed initially 'biy1 experienced
managing agents under contract to the sponsoring
agency to manage production, provide training
and gradually to introduce immovations in orga-
nisation and management which are agreed between
the mna.ging agents and the sponsor agency to
be compatible with maintenance of standards of
production. The supply of competent msging
agents (local as well as expatriate) can be expec-
ted to expand if growing demand for them is indi-
cated well in advance,

BEven if public farms are all established
under the auspices of one agency, it is important
that they should gradually adopt a variety of
forms of internal organisation and foliciea towards
workers' participation and acquisition of assets
(in shares or in other forms) by workers (and, pos-
sibly, by outside shareholders).

Public farms, in general, are intended to be
agencies which emable agricultural production to
be rapidly established and competently maintained;
given this, they provide a framework or an
'umbrella' within which social experiments can be
carried out - as in FLDA, but without the initial
restrictions imposed by the requirements of
settlement schemes for settlers whose numbers are
determined from the beginning.

Some public farms can be used by the Develop-
ment Corporation as short term instruments to get
agricultural development moving, without longterm
involvement. For example the provision of cleared
land for smallholders has already been mentioned;
public farms might be used further to bring a
planted crop to maturity and then sell or rent the
greater part to smallholders in a form of nucleus
estate. Some instrument of this kind will be
needed for short term development of production
particularly if private interest is slow to estab-
lish itself,

Most public farms will be established with
the intention of longer term involvement., In
these an important group of innovations will be
the gradual adaptation of patterns of work and
discipline to the preferred work habite of wor-
kers. These will have to be evolved through time
on each public farm by management and workers.
Once the basic agricultural production and mar-
keting grooesuea are established a public famm
should be in a position to take some risks - for
example in delegation. The risks can be limited -
©.8., to possible short term reduction of incomes
of some individuals who have accepted this pos=
8ibility - but they can be greater than those
which a private commercial estate would no
consider worthwhile, An obvious example of such
a limited risk experiment is the delegation of
cultivation and harvesting of an area of the farm
to a group of workers who have applied to manage
the work themselves - this might lead to hiving
off this area to a cooperative on a longterm
tenancy basis, and possibly to eventual sale,
Similarly, there is room for experiment with
E:ymnt systems and flexibility and length of

urg of work.

In overall organisation and finance public
farms provide frameworks within which develop~-
ments of workers' participation, the posaible
establishment of cooperatives and various forms
of share issue and private financial participa-
tion can be tried out. Examples are given in
Supporting Reiort VIII and the supplementary
papers on soclological studies and estates under
guhl:l.n sector auspices. Some experiments will

» but the effects of failure can be 1imited
within such a framework, FEvaluation and o ri=
son of these experimental developments will
necessary.

It is important to recognise that, while the
initial task of public farms is to establish
agricultural production, they are intended to
provide 'packages' which meet the realistic aspi-
rations of participants in different ways from
settlement schemes and to perform some experimen-
tal functions., Unless their emphasis on these
two objectives is greater than that of "reasonably
good® private estate employers, there my be little
galn from their establishment.

It should be noted that public farms are not,
in general, intended to recru.ft workers from par-
ticular ethnic groups. The great majority of
settlers selected for FIDA schemes are Malay,
partly as a result of channels of selection,
partly because the form and auspices of the orga-
nisation seem less attractive to non-Malays.
Public farms can be organised to attract Chinese
and Indian recruits as much as Malays, possibly
in a combination of mixed and separate schemes,
They may in fact have to overcome some reluc-
tance on the part of Malays to work on what may
appear to be "estates" - although this may not be
a serious problem in a situation of wnemployment.

4.4 Smallholdings

A substantial part of agricultural production
in strategies 2A and 2B and a yet larger part in
atrategy 3 is proposed to be developed under
smallholdings ?up to 100 acres). In the State of
Johor during the 1960's some 50,000 acres have
been cleared and planted in smallholdings on GSA
schemes, almost entirely without assistance from
public funds. Many of these schemes are highly
successful. Where they have failed, the reasons
are usually easily identifiable; the include -

(a) uwnsuitable land, e.g. swampy, steep,
subject fo flood or faulty recommendation, e.g.
rubber on peat;

(b) poor initial survey - plots not related
to lay of land;

(¢) poor access to scheme area from road;

(d) distance of scheme from village and
schools - disinecentive to move house to land;

rio) inability of settlers to coordinate
efforts - e.g. for drainage works ete;

(f) difficulty of combining other work with
land development, particularly the major task of
land clearance;

(g) 1ittle or no technical assistance or
advice given;

(h) inadequate capital.

Most of these problems can be avoided by
sensible planning using the results of soil
surveys, coordinating provision of services and
infrastructure, in some areas clearing the land
and in others clearing and planting the main
orop, employing potential smallholders in these
processes. The proposed Development Corporation
would have the functions of planning, coordina-
tion of development of smallholding areas and
arranging for land clearance and plant of
cover crop or main crop by FIDA, public farm
agency or private estate if developing nearby.

The intention is, generally, that small-
holdings should be made available to families
to be worked as family farms with only a small
amount of casual wage labour. Provided that
other land is available to applicants who want
small estates over 100 acres, most of the agpli'
cants for smallholdings can be expected to fit in
with this intention, without any special attempt
to screen initial applications on this point.
The appropriate size of hold will range up to
50 or even 100 acres and sho not be restricted.



Applicants particularly for larger holdings should
be required to show competence and access to ade-
quate capital and labour to be able to work their
holdings. The main test, however, is what they
do in practice. It is therefore worth considering
the adoption, in certain smallholding areas, of
longterm (10-15 year) tenancy arrangements to be
followed by permanent title.

It is normally difficult to make provision
for later expansion of a holding without the
larger holding being fragmented; but it may be
possible to make arrangements in certain areas.
For example, where smallholdings are associated
with a nucleus estate and factory, the initial
size and arrangement of the nucleus estate can
allow for enlargement of some holdings without
fragmentation. In general, arrangements need to
be made to improve the marketability of land, In
this the Development Corporation might act as a
clearing house and as guarantor of a proportion
of mortgage or other loan on the land.

4.5 ELDA

Strategy 1 (existing organisations and
methods) would rely heavily on land development
and establishment of settlement schemes of the
present kind by FLDA. On completion of develop-
ment of the groject areas, FLDA settlement schemes
would cover 208,000 acres in the project areas, or
a total of 262,000 acres including schemes already
developed by FLDA in Tanjong Penggerang. Much of
the remaining 80,000 acres is assumed to be under
GSA smallholding schemes of the present kind., It

is assumed that FLDA, being able to formulate long-

term plans for the areas in cooperation with other

agencies, would maintain a high rate of development;

priority would have to be given by JER, with its
existing capacity, to infrastructure serving the
Project Areas.

In strategies 2A, 2B and 3, public settlement
achemes are assumed to produce 5‘5 percent of the
agricultural production in the project areas. A
ﬁcghhi her proportion of the area to be developed

e
schemes, mainly FLDA with modifications to present
practice. From 1974 or 1975, it is assumed that,
in the project areas, FLDA continues to have an
important role in clearing and plant of land,
but transfers about two thirds of the d once
developed to other agencies, establishing settle-
ment schemes on the rest. Gradually increasing
concentration on land development in the project
areas would reduce the commitment of FLDA capacity
to these areas well below strategy 1.

It is assumed that where FLDA processi
facilities are appropriately located, arran;g-
ments can be made for processing the produce of
lzlome smallholdings and, perhaps, some public

5. SIRATEGIES 24 AND 3

Strategy 3 assumes 60 percent of the agri-
ag
::%:gﬁ‘l production in the project areas to be
ek eghﬂl by private estates and mmallholders,
b s pared with 25 percent in Strategy 2A. In both
- r::esias the private share has been assumed to
t' 10;‘1‘196 e?ually between the smallholdings (up
tg acres) and larger estates. This assump-
on is made for purposes of comparison only -

these proporti
fle :u.b?...po ons should be regarded as very

A larger private proportion than 60 percent
was not considered r..L.ﬁ’ﬁ if the project areas
were to be developed rapidly. At present most
larger scale private sector enterprises do not
seem to show at interest in agriculture, but
are diversi out of it; development based on

MP period is assumed to be under settlement
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smallholdings would - it was assumed - take some
time to reach the relatively high rate of about
8,000 acres per annum. To achieve rates of
development, employment creation and growth of
production similar to those of strategy 2A, a
public sector share of 40 percent, particularly
in the initial stages, was considered necessary.
A reduction in the public share to 25 percent
(to be compared with 75 percent in 2A) would not
be made up by private interests within a similar
time period for development.

5.2 Strategy 3 - potential smallholders

In assuming a greater proportion of the
areas to be developed by smallholders in parti-
cular, strategy 3 places greater emphasis than
strategy 2A on two groups of participants,

The first group are small kampong landhol=
ders - principally y. These have now some
direct stake in agriculture and some capital,
frequently in the form of 2-4 acres of old
rubber or an acre of sawah. Such a holding
provides low income which has to be supplemented,
where possible, by outside work. Improved tech-
niques of production will not gignificantly help
this group as their holdings are too small, GSA
schemes have had mixed success but are becoming
less effective as land within easy reach of the
major settled areas becomes scarce. These people
are protably not interested in employment on
public farms nor do they need the full 'package'
provided by FLDA: they need some heﬁ in
nobilisl.n% the resources which they already have
in order to develop more land. Finance might be
organised through rs Associations of which
they are members, CMSA or, perhaps, FLCRA -
gince the development of new might be linked
with consolidation of holdings in existing
settled areas to create fewer more viable units.

The emphagis here is on general improvement
of agricultural gtructure through development by
existing emall landholders.

The second group are rural poor non-Malays.
One of the first national policy objeota.vaa u_
to inorease Malay participation in the "modern
sectors of the economy, and :;geciall in the
"urban" sectors of commerce industry. In a
full employment situation this would have the
corollary that the non-Malay ghare in agriculture
should be increased or at least maintained, In a
pituation of general unem loyment, however, there
is some oonﬂgct between this aim of reduction of
imbalances in participation in the long run and
the aim of reduction of disparities in per capita
incomes between Malays and non-Malays: the
latter suggests short run em asis on additional
id employment (of any kind for Malays, while
he former suggests emphasis on employment of
non-Malays in agriculture.
to now, non=-Mal have been a small
marf@y of settlers on FLDA public settlement
achemes; but the Chinese in particular have
been successeful on GSA schemes in Johor. Many
non-Malays in New Villages and other rural areas
are now finding it difficult to obtain new land:
if it cannot be obtained, youths from these areas
are likely to drift to the towns, to compete with
Malay youths for available jobs. Given the suc-
cess of t GSA schemes, ogportmit!.u to acquire
smallholdings should attract many to stay in rural
areas in agriocultural work. It is proposed that
asaistance should be given in the eatablishment of
emallholdings - by provision of access and village
infrastructure, by arrangements for land clearing
and by provision of processing facilities, in
gome cases on mucleus estates.

The development of smallholder areas, with
the consequent increase in labour supplies, could
have the additional effect of increasing the at-
tractions of the areas to larger private investors.



Malay and non-Malay participatior

Without special emphasis on development by
existing small landholders, private interest in
oil and rubber production may be large

non . If public schemes were designed to
attract a majority of Malays (say 65-75 percent)
the proportions 25 percent private and 75 ger-
cent g:blic in strategy 2A would give 55-65 per-
cent Malay employment in these crops. On
similar assumptions strategy 3 would give 40-45
percent Malay employment.

It should be noted that the assumption
about public schemes implies that non-Malays
comprise a substantially higher proportion than
they do at present on FLDA schemes.

In the new agricultural activities, ini-
tiated in the project areas under public aus-
ces and offering prospects of growth and high
comes per worker, the objective of reduction
of disparity will be served by trdining a higher
proportion of Malays - say T0-75 percent.

5.4 Strategies 24 and 3

Btrste? 2A gives greater emphasis than
strategy 3 to creation of paid employment for
the unemployed and landless and to initial publie
control over development and the distribution of
benefits. Strateg{ 3 gives greater emphasis to
ivate development in general and in particular
g; the two groups of potential smallholders des-
eribed in 5.2, But neither emphasis is exclusive.

Both strategies 2A and 3 require initial
emphasis on public sector participation in order
to promote a rapid rate of development. For the
same reason, it is proposed in both that substan-
tial amounts of land be offered, in the early
stages, for private development.

It is important, in 24, that the total area
offered for private development in the first
years or so should be large, to give ample scope
for private interest to show itself. If land is
taken :ﬁamre quicu{ than assumed in this stra-
tegy, private/public proportions in the
later stages can be revised in the direction of
strategy 3.
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