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required on objectives and methods of control, joint
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WORKING PAPER

ESTATES UNDER PUBLIC SECTOR AUSPICES

The main paper was prepared in October 1970 as a

preliminary paper for discussione

The range of possible forms and structures of estates
under public sector auspices is very wide - from estates
which are wholly financed and managed by public sector
agencies to estates in which some private capital is invested
but which are subject to effective public sector control

towards public objectives.

In the Draft Project Report, Chapter 6, public sector

eastates are divided into two classes:

1. Public settlement schemes =~ which are initially
established and managed as estates by a public sector agency,
but which are committed from the beginning to transfer the
1and eventually to a certain number of "gettlers”, in indivi-

dual lots or to co-operative ownership.

2, Public farms = public sector estates which are
established and managed as estates by or for a public sector
agency, but which do not begin with a commitment to transfer
the land to specific numbers of people. Initially these
"public farms® will recruit a labour force and employ labour,
Later, various forms of internal organisation and methods of

transferring control and ownership can be introduced.

The description "public farms" has been used to mark
the points that these agricultural production agencies need
not be merely duplicates of private estates, under public
ownership, and that they may eventually evolve in &a variety
of forms. This description may be taken as covering the
"public sector estates" proposed for the SHP land development
programme (one of the first examples is now being introduced

in Trengganu). It may also include "joint ventures™ (which



are also proposed for the SMP) where there is substantial
public sector control over the objectives and methods of the

joint venture.

A distinction must, however, be drawn between public
sector estates which once established are intended to be run
on ordinary commercial lines and those which are not. 1In
the decision to establish the former class of estates, social
considerations - and especially the need to provide employment
in a particular area = will have played a part; but as far as
internal management; objectives, incomes and control of
workers are concerned, they will not differ from private

estates.

A special example of the latter class of public
sector estates are FLDA schemes, which are established with
the object of eventual transfer of productive holdings to
individual settlers or co-operative societies of which |
settlers are members. This paper is mainly concerned with
wider variations within this latter class: estates which,
without an initial commitment to transfer to specified numbers
of people in certain specified ways; can establish ongoing
production on a sound basis and thereafter introduce a range
of "limited risk" experiments in internal management and
methods of transfer of ownership to employees and perhaps
others.

This class of agency 1is briefly described in Chapter
6 of the Draft Project Report (pages 48-54) and discussed
further in Supporting Report XII on Alternative Strategies

(pages 17-19), which are included in Supporting Volume 1.
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ESTATES UNDER PUBLIC SECTOR AUSPICES

Te The range of possible variations under this heading

is very wide indeed. There are mainly alternative combinations
of structure of organisation, sources and methods of finance,
degrees of control and sharing of income by participants;
responsiveness to changing requirements of national or State

policy etc. etce
2e Al11 will have two characteristics in common:

(i) they manage agricultural production on relatively

large blocks of landj

(ii) they are initiated by some Government department

or agency, which retains some element of control.

3. PLDA schemes; in their present stage before debt
repayments are complete; are exémples of specific forms of
public sector estate. Ownership of the estate land is being
transferred to the individual settlers or to co=~operatives
and, when this is done; the schemes will move into the private
sector. In the meantime both the prospect of this future
transfer and the fact that the number of gettlers in each
scheme is fixed limit the flexibility of the organisation.

The following section concentrates on other forms of public
sector estate which have greater flexibility in these respects
-~ they recruit their labour force and can vary its size and
composition to achieve their objectives in changing conditionsj

the employer/employee relationship is clearly defined.

4., One classification,by degree of private participation,
would include:
(i) Estates wholly-owned, financed and controlled

by public sector agencies (e.g+ Public Develop=

ment Corporations);



(ii) Joint ventures - estates whose ownership and
control is shared between a public sector

agency and a private company;

(iii) Managing agent contract - estate managed by a
private company under contract to a public

gector agency;

(iv) Private commercial estates, over whose operations

a public sector agency has some specific controle.

5e These four classes are not necessarily linked with
different classes of operations or objectives. For example;
a wholly owned public sector estate may adopt objectives and
practices which are almost identical with those of many
private commercial estates; with no adaptation to possibly
conflicting requirements of national policy. On the other
hand private sector eatates; with only a small degree of
public sector control or influence, may well adapt to national
policy requirements; for example, by providing more training
for workers, greater security and perhaps greater employment
than could do justified by short-run purely commercial consi=-

derations.

6 In other words a public sector estate will not nece-
ssarily act ( just because it is controlled by a public sector
agency) in the wider public interest nor in the interests of
its employees more than a private estate. Objectives must

be specified and observed and methods of control designed

and implemented. This is the first important proviso. The
second is that the estates must be commercially guccessful =
the choice of objectives must not conflict with the ability

to earn incomes by production and sale.

T With these provisos, it is possible to introduce into
various forms of public sector estate substantial differences

from present private commercial estate operations. Most of
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these differences relate to the distribution of benefits from
development. In examining these differences it is useful to
make comparisons with present FILDA schemes. The form of
public sector estate taken as the main example is one wholly

controlled by a public sector agency.

8. Initial Assumption

Consider an initial model of an estate; which is
wholly financed by Govornment; established and managed with
standards equal to those of a good FLDA scheme, by managing
agents - a private estate company or (perhaps) by arrangement
with FLDA. The estate is in production and earning $480 per
annum per acre net of management costs, processing and other
charges, of which $180 is paid to Government in interest and

capital repayment.

9. (These figures are used for illustration and are
roughly those used in estimates of income from FLDA oil palm
schemes. The balance of $300 per acre would be paid to an

PLDA settler in wages and ndividend" ).

10. various assumptions can be made about distribution

or use of income and terms of employment on the public estate.

T1s Use of Income

Assume the estate employs 1 worker per 12 acres (this
is about the average for a private estate with good standards
of cultivation of mature oil palm) and pays a market wage of
$125 per month = 31;500 per annume. The surplus accruing to

the estate is $175 per acre per annume
12. This surplus might be used in the following ways:

(a) as a direct addition to general Government revenuej
(b) for specific purposes of expenditure for the benefit
of people other than those employed on the estate: e.g. for

expenditure on further and faster land development or other



employment—creating productive investment;

(¢) for distribution to, or expenditure for the benefit

of , those employed on the estate.

13 (b) requires that the estate should be within some
larger organisation = €.2. & development corporation - which
receives the surplus and invests in developments outside the
estate. If the receipt of the surplus reduces the finance
provided to the corporation from general Government sources,

then, (b) amounts to the same as (a)e.

14. In either case; if the public estate is 1o be an
effective device for spreading benefits of development widely
among under-privileged groups; it is important that the
receipt of the surplus by the public sector should lead a
rise in total public expenditure for the benefit of those
groups. There appear to be good grounds for suggesting that,
if the surplus is not wholly distrivuted to the cstate's

employees (as in (c)), it should be used for additional

investments which benefit those groupss

15 (c)- the distribution of the surplus to the employees of
the estate - is similar in principle to practice on FLDA
schemes. The FLDA settler on a mature oil palm scheme
receives the whole surplus, net of debt repayment and interest,
in dividend. This follows from the fact that the FIDA settler
is a landowner, owning the equity of an individual lot or a
share in the equity of the scheme ( purchased by instalments
out of wages plus waividends"). It also reflects the inten=—
tion to bring settlers into the "modern sector” with a sub-
stantially higher income than they were earning, on average,
in rural kampongs. On present price expectations, this aim
seems likely to be achieved in FLDA oil palm schemes, with
incomes of $250-$300 per month, though not usually on rubber
schemes where incomes from the main crop may average $125-$150

per month, compared with $125 per month for estate labour.



16. Employees on the assumed public sector estate are
not landowners, so the first justification for full distri=-
bution of the surplus to them does not apply. The extent
to which the second argument should apply requires further

discussion.

17. Terms of Employment

Creation of employment opportunities is one of the
objectives of new land development. If it were the only
objective it might be enough for a public sector estate to
offer terms of employment which would attract the required
labour supply, but no mores It is probable that these terms
would have to be more attractive than present "market®™ rates,
especially in remote arease But a relatively small improve=
ment (possible in oil palm, though difficult in rubber)
might provide jobs for those with previous experience of
estate work, which would be acceptable jobs in conditions
of general unemployment. (An important group are Indian
estate workers who have become redundant in the past decade,

among whom unemployment is especially serious).

18. But the objectives are not only to provide work for
the currently unomployed; but to provide employment in agri-
culture and other activities in the project areaswhich will
remain attractive during the next 20-30 years in comparison
with other employment and carcer opportunities and rising
incomes in surrounding areas and towns. The employment must
satisfy the realistic aspirations particularly of the younger
members of the group from which the majority of FLDA settlers
are drawn - rural poor with little or no land and often with

little knowledge of modern agriculture or other modern sector

activities (the majority being Malays) .



19. Public sector estates which are not committed to

eventual transfer of land to a fixed number of smallholders
or co-operators can introduce innovations in prospects and
opportunities which satisfy these aspirations in different

ways from other land development organisations.

20. FLDA schemes offer land ownership with a package of
credit, management, training, services; house and a prospect
of relatively high incomes. The demand for land reflects
aspirations for higher incomes, security of employment, some
independence and ownership of an asset to leave to childrens
To many rural poor = especially older llalays - land ownership
is the only known way to satisfy these aspirations. But
schemes which offer land ownership with little or no supporting
package provide much less prospect of satisfaction to those
with little credit or relevant skill and experience, They
are less attractive, only partly because the alternative of
FLDA exists. Employment on private estates also offers a
package, but normally with little prospect of the higher
incomes, security, independence or asset ownership which are

required to meet these aspirations.

21, Terms and conditions of employment on public sector
estates with a variable labour force should offer sufficient
prospects of higher and rising incomes, security, independence
and asset ownership, to compensate for the absence of indivi-

dual or collective ownership of land.
22 The following additional assumptions are made:

i) Estates of the kind described in paragraph 8 are
subsidiaries of one or more larger organisations

(public development corporation).

ji) These larger organisations may have other subsi-
diaries in production outside agriculture and/or

outside the project arcase.



iii) Housing is not tied to employment.

iv) Several employing organisations are accessible to

the residents of any village.

23« Variable Employmcnt

Subject to later qualifications, the estate is free
to vary the proportions of labour to capital; including land,
the proportions of skilled to unskilled labour, and the
nature of its crops; if such variations will increase the
"surplus" earned over timec. Assume initially that it pays
labour wages which are considered “rcasonably good" when

compared with wages in comparable modern sector occupations.

24, The freedom to vary the proportions of labour to
capital or to land, and the fact that the estate does not
carry a labour force in excess of the fulltime employment
which it requires, enable the estate both to pay initial
wages to new employees which are "reasonably good" and to
raise the level of earnings of its employees through time

in line with earnings elsewherc. It can adapt to changes in
product and labour market conditions and to improvements in
technical knowledge in much the same way as a private estate
which is a "reasonably good" employer. Innovations of crop
and technique which raise the value of output per worker or
per unit of capital are under continuous study and they are
stimulated by rising wages or falling product prices. Over
time these innovations are likely to mean a rising average
acreage of land per worker, although the introduction of
higher value crops (or livestock) and higher yielding varie-
ties will slow the process down. In other words, the estate
can maintain or increase its level of wages in line with
wages eclsewhere, but; in the first place; the numbers employed

on the estate (of a given acreage) are likely to fall through
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time and, secondly, the fall in employment will be greater,

the greater is the rise in the wages pail by the estate.
25 Several questions arise:-

i) How can this flexibility of the labour force be
reconciled with the demand for security of employment

and income?

ii) The wage so far assumed is a8 "peasonably good" one,
by comparison with wages elsewhere. What adjustments
are required; if any, to provide levele of incone
and other advantages (a) which are "acceptable™ as
a policy objective and (b) which will attract young
people from poor rural areas into permanent career

employment in modern agriculture?

ijii) How can this flexibility be reconciled with the

national objective of employment creation?

26, The first and second gquestions are discussed below.

27 Security
Much greater security than appears to be normal in
estate employment at present could be provided by direct and

indircct methods.

28. The main direct method is to include in the employce's
employment agreement a guarantee of continued employment on
the estate for a period varying with the length of previous
employment with the estate or parent organisation, and/or

a guarantee of comparable employment elsewhere, for a longer
period. (This is a variation of FLDA's 5-year apprentichship

period before a settler becomes permanent)c

29. Compensation for redundancy, the amount depending
also on the length of previous service, should also be

considered.
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30. The period of guaranteed employment; in the parent
organisation if not in the estate itself, could be a long
one of 5 years or perhaps much more, if the parcent organi-
sation or an associated organisation offering similar jobs
were expanding continuously. For example; the labour
requirements in oil palm fall markedly after the oil palms
reach maturity (currently from around 1 worker for 8 acres
to 1 worker for 12 acres). On thesc figures; two thirds of
the initial employees could remain employed on the oil palm
estatc itself after the immature period. A relatively low
rate of expansion of new schemes would provide employment

for the remaining one third.

31. The guarantee would have to be subject to satisfac-
tory performance by thc employece This raises problems, but
they are much less serious than those faced by FLDA in con-

gsidering the eviction of an “unsatisfactory™ settler.

32. Other measures also contribute to security and

independence.

i) If residence is separated from employment, as assumed
in paragraph 22, the individual retains security of

occupation of his house.

ii) It was also assumed, in paragraph 22, that normally
gseveral different employing organisations should be
within access of a village. Preferably their activie
ties -should be diverse. Then the population of the
village does not rely for employment solely onh one
large organisation, but has alternatives and also

some independence in choice of worke.

iii) It will be argucd later that varied training should
be given more emphasis in public sector estates than

in schemes which lead eventually to land ownership.
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This training will lead to promotion of some
employeecs within the parent orgainsation and will
increase the range of job opportunitics open to
workcrs leaving thc cstate voluntarily or compul-
sorily, so increasing their personal independence.
iv) Arrangements can be made for employces to acquire
assets in addition to their house and transferable

pension rights.

33. To sum up on terms of employment; public sector
estates can offer various combinations of wages, prospects
of training and possible promotion, security and personal
independence which are more limited in one sense; than that
given by land ownership; but less limited in other senses;
in that they are not tied to an individual lot of land. The
wage element, it is proposed, should be in line with market
wages. This implies that the monetary income por employce
will initially be lower than that of an FLDA settler on a
mature oil palm scheme (with present price expectationa)
although its increase in the long run should be greater. So
the non-wage clements in the combination must add up to more
than in FLDA schemes if work on public sector estates is to
be equally attractive 1o gimilar groups, if and when gencral

unemployment ceases to be serious.

34. Training and assets acquisition are discussed later
(paragraphs 39-42, 53-60). The next section considers the
problem of reconciling the assumption of a variaple, fully-
employed labour force with the present nced to create employ=

ment opportunitics.

35. Partial Employment
On FLDA schemes the number of settlers will normally
be larger than the number of workers on a private estate with

similar acreagc and crop, and the number of people seeking
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work in an FLDA village will certainly be larger than can

be fully employed in cultivating the scheme's main Crop.
(e.g. mature oil palm estates employ 1 worker for 11-13
acres and somec employ 2 workers per household = i.ec. One
household to more than 20 acres; FLDA has 1 settler and 1
household for every 10 acres). In this way FLDA provides
more "job opportunities' per acre than private estates -

in partial or Egggggemploymcnt on the main crop - at incomes
which are intcnded to be reasonable. Put another way, the
FLDA system brings into a village a working population
larger than can be cmployed immediately. It is intended
that, in time, ancillary activities will develop to provide
additional cmployment and/or that employment opportunities
for settler's dependents will arisc outside the scheme area.
In the meantime, settlers' houscholds have partial employment,

at least, and (once production starts) a reasonable income.

36. In contrast, the public sector estate, as assumed,
attracts to the area only those whom it needs to employ .
Other employers in the area do the same. Other people may
wish to come to the area without any definite prospect of
work; but this movement 1is voluntary = they are not brought
into the area by a public authority. If most of the working
population of the arca are attracted to definite employment,

there will be little or no local unemployment in the first

stages.

37 It would be possible, but difficult, to modify the
operations of the public soctor estate so that it provided
partial employment for a greater number. I% could be required
to provide part-time empjoyment only on certain operations
(eeg. in o0il palm harvesting one man might be confined to

half the acreage which he could handle by full time work).
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However, this runs into obvious problems. Greater management
effort is required to manage more part-timers than fewer
fulltimers. As full time jobs develop elsewhere workers
will move to them unless they are bound to the part-time
employer (as on FLDA by agreement and landownership) - this
implies a high turnover of employees, and probably of the

better ones.

(Note: it is assumed here that workers are paid
proportionately less for part~time work on the public sector
estate than they would be paid for full-time work elsewhere.
If the estate effectively pays a higher rate per hour, this
will 'bind' part-time workers %o it. In the terms used in

paragraph 38, the primary attraction will then be income).

38. These problems would persist in any public sector
estate whose primary attraction to workers was employmenta
Therefore a distinction has to be made between public sector
estates whose primary attraction ig something else - the
prospect of land ownership as in FLDA, or thelprovision of
training - and those whose main attraction is, more simply,
worthwhile employment with prospects of advancement. The
former may provide partial employment for larger numbers if

national and local conditions make this desirable. The latter

generally should not.

39. Training

Tt was suggested above that emphasis should be given
to training of employces on public sector estates, partly
in order to add to their gecurity and personal independence.

Clearly training of some kind is essential to the introduction

of new groups to modern agriculture; but more than this is
implied. The objects are to increasc skill not only for

possible promotion in the estate or parent organisation, but
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to widen the range of job opportunities (including industrial

and service jobs) open to employeesS.

40. The scope and nced for training related to the
estate's own opcrations are probably greatest in annual
crops, livestock and mixed farming which it is hoped can be
introduced into the project arcas, and in which the range

and frequency of farming decisions to be made by manager or
worker are much greatcr than in rubber or 0oil palme. A strong
programme of training and gaining experience is necessary to
the introduction of these new activities. Ten years' employ=-
ment on public sector cstates could be made one of the main
routes to becoming a versatile, skilled, modern farmere

1f so, many employecs would leave after gaining experience
and some, having accunulated initial capital, would become
self-employed farmerse. It would be a desirable function of
public sector estates to act as a training ground in this

way (as many private firms do). But the necessary provisos

are that the estates must be well-managed and commercially

successful.

41. In the present main crops of rubber and oil palm
there is less scope for varied training related to the
estate's own agricultural operations. The arguments for

emphasis on varied training on a public gsector estate, to

increase security and independence, still stand; so do the

national arguments for training in general. It is not

desirable that, say, & public sector 0il palm estate should

include unrelated training among 1ts owi functions. It
should pay (from its surplus) for training to be provided

to its employees. This suggests that public sector estates

with little scope for a varied training programme related to

their operations should be located close to centres in which

training can be combined with catate employment.
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424 The emphasis on training implies that the selection
of the majority of initially unskilled employees should
prefer those who want training and can be trained; but the
selection should not bec limited to those with L.C.E. and

above.

43. Pinance - hethods and souices

So far it has been assumed that the capital for
the public sector estate or its parent organisation is
supplied by loans from Government which it repays with
interest over, say, 20 ycars. This follows the present
principles of FLDA financing =loans are nade by Government
to FLDA which FLDA gradually repays, at the samc timec as
new loans are given to maintain or increase its rate of
development expenditure. This section comments briefly on

this system, then discusses finance from non-Government

Sourcese.

44, The system of repaying earlicr loans while borrowing
anew to maintain the rate of investment gives the lending
authority continued financial control over the opcrations

of a public sector agency. But it contrasts with thc method
of finance of a privatc company, which will normally raise
its initial capital by issue of shares, as pcrmanent capital.
This capital is not repaid except in special circumstances;
the company pays taxes and dividends but will otherwise
retain the whole of its surplus, reinvesting this to maintain

or increase the value of ite assctse

45. If a public scctor agency is entirely dependent

for finance for new investment on authorisations year by
year or at best for five years ahcad, its ability and incli-
nation to plan ahcad may be severcly reduced. If an agency

is cstablished with the intention that it shall continue
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and expand its activitics, it is desirable that part of
its initial capital - and preferably a large part = should
be pcrmanent. The Government then cxercises control as a

sharcholder.

46. (For similar rcasons it is also desirable that a
public sector agency of the kind discussed herc should be
financially independent in its current expenditurcs =
financing its expcnditurc on management, for example,
initially out of working capital and later out of the
rovenue from sales. FLDA management has so far been
financed, not from salcs revenuc, but by a grant from the
Vote of the Ministry of National and Rural Development.
This rcquires justification of details yecar by year in
the course of the examinations of Estimates of Government

expenditurc).

47 Larger issues are raised by the suggestion that
finance should be raiscd dircctly from privatc sourcces.
The implementation of the New Economic Policy is expected

to require greater public sector participation in land

particularly in 1and developmente

Distinctions should be made between the methods
used to finance commercial public enterprises and those
used for other public non-commercial agencies. It is
suggested that public socctor commercial enterprises should
be cmpowered to issue shares carrying rates of dividend
which are more closcly related to profit-carning capacity
than are rates of interest on Government debte Shares
carrying a basic dividend of 7-9 percent, with additions
depending on currcent profits, might be onc appropriate

form.
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48, A specific and important reason for giving a
public sector cnterprisc power to issue shares is not
primarily to provide finance but Lo provide an instrument
with which the cnterprisc can help its cmployecs to
acquire asscts. An enterprise could begin share issue

by selling shares or distributing bonuses in the form of
shares to its employees (in ways discussed in later
paragraphs). Employees should be able to sell these
shares. Even if they were not intended to sell them,

in practice a markct of a ki‘nd would develop, in which
the annual dividend incomc would be used to pay interest
on loans to sharcholdecrs. Tt 1S better to allow a
genuine market to develop. Once snares held by employces
are marketable; there is little reason why the cnterprise
itsclf should not sell its shares direcctly in the same

markect.

49. It is not suggested that a nev public sector
enterprise should raise its initial financc in this way.
But as a market develops and financial channels become

established, sharc issue could nrovide additional finance.

50. 1f the principle of direct share issue by public
sector enterprises is sccepted, further study is required
of mechanism and control; including the effects on
existing financial institutions and the need for new onesg
A device of this kind may; however, be useful in mobilising
small private savings for development purposcs in a way

which yields reasonably good returns to the saver.

51 It should be noted that the principle is already
in effect, in a diffcrent form, in PLDA and other land

development schemes. The scttlers are acquiring 100 percent



i

shares in their individual lots or shares in collectively
owned schemes. The land itself becomes marketable when it
is transferred to the scttlers, and in the meantime it
yields dividend incomc, which will givc settlers some
command over assets, if they wish, through borrowing.
There is onc important difference. In land scttlement
schemes a Government loan is given to settlers to enable
them to acquire the equity of their land (i.e. the right
to receive all "surplus™) immediately; they are full
sharcholders from the start, and repay the loan by instal-
ments. With the issuc of shares to employees of public
secctor enterprises, as envisaged here, the employces
acquire shares (and thecir claim to part of the "surplus")
only gradually, partly or wholly out of carnings. Outside
sharcholders must, of coursc, also buy their shares before
receiving dividends. The enterprise itsclf retains the

rest of the "surplus",

52 It has been said that in Malaysia one financial
problem is to find ways to mobilise small private savings
for public investment with widespread benefits. The land
scttlement method of financing has been described, unfairly,
as doing almost the reverse - using large public savings

for private investment by and for individuals.

53 Acquisition of Assets by Employces

The ownership of an individual lot of land large
enough to yield a reasonable income gives the desired
elements of security, independence and an asset to lcave
to children. The asset which the landowner owns is also
the physical assct he works with. He can increasc its

value by his own efforts.
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54 . For an employee, this link between the assets he
owns and the asscts with which he works is remote, if it
exists at all. Thc main carning assets whose value he can
increase by effort arc his personal assets of skill and
experience. A public sector estate or other entcrprise
can help to mect the desirc for financial or physical
asset ownership, c.g. by issue of shares in the enterprise
to its employees. But the connection between the value

of those sharcs and their individual efforts is small or
negligible. Share ownership does not reduce the need for

management and direct wage and other incentives to work.

55 A public sector estate can help employces to build
up assets (a) by providing the instruments or channcls for
accumulation (b) by distributing part of the "surplus® to
cmployees as an addition to wWages. The discussion concen=
trates on (a) the choice of instrument or form. There are
several possibilities, apart from arrangements made by the
employer for deposit/investment in existing financial
institutions on bchalf of cmployees; shares might be issued
(a) in the estate or other enterprisc itself or (b) in the
parent organisation whose subsidiaries carry on cstates and

other activitics. These shares might be issucd to employecse.

i) compulsorily as part of wages;
ii) voluntarily as part of wages;
iii) by paying bonuscs or part of surplus in the
form of sharcs.
iv) by giving employces the right to acquire shares

on reasonably advantagcous termse.

56 On the choicc between shares in the cmploying cstate
itself or in the more widespread parent organisation: shares
in the estate give closcr identification with the estate on

which the employee works, and fit those cases in which
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employees will build up a majority or 100 percent holding
and the cstate is transferred to them. Shares in the
larger parent organisation give a wider spread of risk.
Various compromises arc possible - the most suitable may
be shares in the estatc with the basic dividend being
guaranteed (in the first place) by the parent organisation
(with additional controls by the parent if it has to act

on the guarantce). '

5T In part the choice between shares in estate and
shares in parcnt orgainsation depends on the amount of
surplus to be distributed in addition to wages and so on
the likclihood that the estate will ¢ventually be trans-

ferred to cmployeces.

58, On the methods of share issue (paragraph 55) the
role of employce is separate from that of shareholder.
Payment of wages should be in cash, not sharcs. This
rules out 1. 2 and 4 come to the same. T™wo methods of
igsue remain: payment of bonuscs or part of the "surplus®

in the form of sharcs and voluntary purchasc.

59. Voluntary purchase of sharcs by cmployees could

be on reasonably advantageous terms, the number of shares
to be acquired on thesc terms varying perhaps with length
of employment. "Reasonably advantagcous terms™ could mean
at a small discount (10-15 percent) below the current
market price. But for there to be a market price the
shares must carry a dividend and be traded publicly (sce

arguments of paragraphs 47-51).

60. Many questions remain = €.5. On rights of minority
sharcholders, control, possible restrictions on number of
shares acquired by outsiders ectc. etc. These require

further study if the general principle is acceptede.
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61, Distribution of “surplus” to employees

Various disadvantages of estate cmploymcnt, as
compared with settlement on schemes which offer land
ownership, can be removed or reduced in a public sector
estate, and compensating advantages introduccd. Some
changes = €.g. provision of additional training - require
expenditure to be financed from the surplus of the estate
or parent orgainsation. Apart from these uscs of the
surplus on their behalf; how much of the "surplus® be
distributed to the cmployecs in cash or by share issue?
To arrive at a standard, comparisons might be made here
with the total reccipts in cash and kind of settlers on
land settlement schemes sponsored by public sector agencies.
But these receipts vary extremely widely = from the net
income and eventual ownership of 5 acres of rubber,
often not very well planted; to the net income and
cventual ownership of 10 acres of well planted and culti-
vated oil palm (as on FLDA oil palm schemes). To match
the latter would imply the distribution of almost all the

"surplus" of a public sector cstate to its employecsSe

62, It is suggested that distribution of the surplus,
whatever its amount, should be in the form of shares and

a money dividend on shares already held, not wholly in
money. If an cmployce sells thc shares to a private pure=
chaser, this provides him with money. Meanwhilc the public
scetor estate or its parents retains money for reinvestmnent
which can have morc widespread benefits. The net effect
will be to increase the supply of private savings for
public purposes, provided that private purchascrs arc not,
in aggregate, switching from holding government debt in
some form to holding shares in thc public sector entecrprise.

A large proportion of the surplus can then be distributed
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to employees in the form of shares without reducing the
resources available for wider purposcs. It becomes in

effect an additional salec of sharcs to the public.

63. The position with respect to Corporation Tax on
the "surplus" of a public sector cnterprisc of this kind

needs further examination.

64 . Summary and Comparison with Privatc Scctor Estates

The proposals made in this paper will be summariscd
briefly in this scction. These proposals, if agreed, can
then be examined to sec how and to what extéﬁt they can be
implomented by combinations of public/privatc cstate or

othcr enterprisc or by wholly private cnterpriscse.

1) The cstate is well-managed by modern standards,
employing managing agecnts (private or FLDA) or managers

paid morket salaries to ensure that this i8 S0.

2) It is free to vary proportions of labour to
capital, of skilled to unskilled labour and the nature of
its crops, in order to increase the "surplus" carned over

time (paragraphs 23, 24 and 35=38).

3) It provides good terms of employment
"reasonably good” wages (paragraph 24)
guarantee of continucd cmployment for a period

( paragraphs 27-31)
exceptional emphasis on varied training ( paragraphs 39-42)
prospects of promotion within the cestate or parent
organisation (paragraph 32)
4) Itprovides for asset acquisition by employees

in the form of shares (paragraphs 53-63).
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5) Other measures contributing to security and

independence:

a. separation of residence from employment
b. alternative employmcnt opportunities accessible

to village (paragraph 32).

6) The estate or parent orgainsation 1is initially
financed from Government sources but raiscs some additional

finance later by issue of shares to the publice

7) The estate or parent organisation distributes
part of its surplus to sharcholders (employees and out-
side shareholders) in dividends. This part increases
through time as more sharcs arc held by the public

( paragraphs 43-63 passim).

8) The remainder of the surplus is divided between
reinvestment for public purposes benefiting people other
than those directly employed on the estate and gcneral

Government revenue (paragraph 12, 43-63 passim).

65, 0f these points 1, 2 are characteristics of a well
run private estate. 3a; b and 4 and some training are
provided by "good" private employers, though possibly not
to the cxtent required here. Exceptional emphasis on
varied training (3c) could be provided by private estate,
where appropriate, cither as a condition of the allocation
of 1land (e.g. in livestock introduction) or in recturn for

payment by Governmente

5 a and b are not matters for the individual
estate. (a. requires separate arrangenents for provision

of housing; b. is a matter of regional planning).

6, 7, 8 are peculiar to the public sector estate
(some companies do issue shares to cmployees and the shares

of public companies can be bought (4)).
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66. The main differcnces between the public scctor
estate discusscd in this paper and a well-run private

cstate which is a "good" employer are in the distribution

of bencfits, both in cmployment and training and in the

surplus earned by the enterprise.

67 The public sector ecstate can be directly required
to select its employecs from the poor - and particularly
youths = in rural arcas and to ensure that they are trained

to higher levels of skill.

68. Part of the surplus of a private scctor estate
goes to Government in taxes. Some is distributed in
interest and dividends. lMuch of the rest may be used for
reinvestment with wide-spread benefits of employmcnte But
it is only possible for Government to ensure that this
happens in a few cases = Ceg8e aN initial grant of land
might be made conditional on development of a larger area
for specified purposes. The public sector ecstate allows

public control over the distribution and use of thc surplus.

69. The device of the public sector estate makes possible

direct control over cmployment and distribution in conformity
with national objectives. Some of the necessary provisos

have been mentioned in this papers
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