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Explanation

This volume contains

1. Draft Project Re
Govermment in January 1971.

2. Supporting Report XI
3. Supporting Report XII - Alternative

q:ort, presented to
- Objectives.

Strategies.

Under the Agreement of September 1st, 1969
the Draft Project Report was called for within 18
montha of the start of the study, in order to
preaent 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 regorts is given in the table below.
h

References in

e text to Supporting Reports are

in this instance to the original reports and not

to those now submitted.

Supporting Reports
to Draft Project Report

3 The physical environment
II Water resources

III Geology and mineralisation
Conservation and forestry
Agriculture

Tourism and industry

i

Development framework
VIII Sociological studies
IX The Development Corporation

X Employment and unemployment in Johor

X1 Objectives
XII Alternative strategies

Supporting Volumes

to Master Plan Report

2
3
2
5
6
-
8
4
9

10

The land resources

Water resources & development

The land resources

Forestry and conservation

Agriculture

Tourism

Settlements, communications & services
Sociology

Organisations

Objectives and appraisal methods

reproduced in Supporting Volume 1
with the Draft Project Report.



EXPLANATION
SUMMARY

CHAPTER 1 INTRODUCTION

1.1 The Purpose of the Report

1.2 The Project Areas

1.3 Objectives and Planning Approach

CHAPTER 2 DEVELOFPMENT OPPORTUNITIES
Introduction
2.1 Conservation and Forestry
2.1.1 Conservation
2.1.2 PForest content and logging
2,2 Timber Industries
2.3 Agriculture
2.3.1 Possible activities
2.3.2 Rate of land development
2.3.3 Development pattern
2,4 Tourism
2,5 Manufacturing and Mining
2,6 Water Development
2.6.1 Introduction
2.,6.2 Water supply schemes
2.6.3 BStorage reservoirs
6.4 Groundwater
6.5 Water treatment
.6.6 Flood mitigation
6.7 Land drainage
2.7 Summary

CHAPTER 3 PEOPLE

3.1 Population Growth and Distribution
3.2 Employment and Unemployment

3.3 Social Studies

3.3.1 Economic situation and needs of
potential migrants

%.3.2 Problems of migration

3.3.3 BSocial and economic problems of new
settlements

3.3.4 Relationship of settlers to land
development organisations
CHAPTER 4 OBJECTIVES
4.1 Objectives of National Policy
4.2 Economic Disparities between ethnic groups

4.3 0il Palm & Rubber: implications for long
term objectives

4,4 Distribution of additional income
4,5 Conclusions

CHAPTER 5 DEVELOPMENT FRAMEWORK
5.1 BSettlement System
5.1.1 Villages
5.1.2 Local centres
5.1.3 Subregional and major service centres
5.2 Communications
5.2.1 Road transport
5.3 Services
5.3.1 Electricity and telecommunications

-

@ 0 0 0 939NN\ Td e e RER R g ON

@

ol s alT alh
- 0 000

11
1

1

12
12
12
13

13
15

16
16
16
16
16
16
16
16
16



CONTENTS (Contd)

5.3.2 Sewerage

5.3.%3 Village water supplies
5.3.4 Housing

5.3.5 Social services

5.3.6 Local commerce

5.3.7 Implementation

CHAPTER 6 ORGANISATION: DEVELOPMENT AGENCIES
6.1 SE Johor Development Corporation
6.1.1 Regional Planning
6.2 Agricultural Production agencies
6.2.1 Evaluation: Organisations and objectives
6.2.2 Conclusion
6.3 Other Sectors
6.3.1 Porestry
6.3.2 Tourism
6.3.3 Financial institutions

CHAPTER 7 ALTERNATIVE STRATEGIES
7.1 Common Characteristics

T.2 Alternative Strategies

7.3 Implementation

7.4 Evaluation

7.5 Overall Results

CHAPTER 8 DECISIONS NECESSARY FOR MASTER PLAN
PREPARATION

8.1 Introduction

8.2 The Implementing Agency

8.3 Priority projects for early implementation
8.4 Other Decisions

SUPPORTING REPORT XI OBJECTIVES
1 Introduction

2 The NEP Obmtivu And Malay/Non-Malay
Participat

L) Quantative Measure Of Economic Disparities
SUPPORTING REPORT XII ALTERNATIVE STRATEGIES
1 Introduction

2  Assumptions

2.1 Project Area

2,2 Forestry and Tourism

2.3 Rate of Land Development

2.4 Gross Sales

2,5 Labour Requirements

2,6 Households and Labour Force Available

2,7 Development Costs

2,7.1 Agricultural Development Costs -
Common Assumptions

2.7.2 Agricultural Development Costs in Strategy 3
2.7.3 Infrastructure Costs
Deliberate Partial Bmployment - Assumption

3.2 Services
4 Implementation

4.1 Public & Private Sector Shares in Short
and long run i

ﬂ.lout:r ho: land for private estates and

16
16
17
17
17
17

i8
18
18
i8
18
20
20
20
21
21

22
22
22
22
23
25

26

26
26
26
26

29
29
29

29

31
31
n
31
31
3
3"
31
3
32

32
32

34
34
34
35
35

35



1.1
2.1
2.2
2,3

2.4

3.1
4.1
6.1
T
7.2

7.3

7.4

Public Farms
Smallholdings

FLDA

Strategies 2a and 3

Strategy 3 - assumptions about rate of
development

Strategy 3 - potential smallholders
Malay and Non-Malay participation
Strategies 2a and 3

TABLES

Distribution of Land Use in the Project Regions
Phased Development of Main Objectives
Employment and Tourism

Estimated costs and returns for the initial
project

Broad Estimate of Total Sales, Costs and
Employment in Leading Sectors

Assumed population distribution in Johor
Distribution of income from scheme

Comparison of Agricultural Production Agencies
Proportions of final production

Comparison of Alternative Strategies:
Agricultural Production

Projected Employment and Population in
Project Development Areas 1990

Projected population in South Bast Johor 1990
Comparison of Alternative Strategies:
Agricultural Production

Village Costs

Example of Proportions of Agricultural
Production under Various Agencies

35
36
37
37
37

37
38

~ - o N

10
14
20
22
24

25

25

b1

33
35



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. Of these, about 60,000 would be in the
project areas, and many of them could be taken,
after suitable training, by poor Malays and other
poor people from those parts of West Malaysia
where there is widespread underemployment. The
population of South Bast Johor, including Kluang
and Kota T i, would increase 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. O0il palms 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
remaining acreage, dairy cattle is particularly
re ed for early implementation. Techni-
cal and market research should continue on other
new activities which could be introduced later
in the programme - after 10 years there would
8till 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 logg of 92,000
acres of untouched forest in Johor Tengsh.
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{t1975. should be established on one of the
attractive beaches of the Central Penggerang
Coast., Because of its proximity to the expan-

d Singapore market e resort might

uh;tm lnxoqruto u;a 10,000 jobs by 1990.
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 advantages for
major manufacturing industry, though small
local industries should be encouraged.

The areas would be served by a 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 range of basic services.

The implementation of the Master Plan would
be coordinated bz a South Bast Johor Development
meion with joint Federal and State

n ln& a time general manager, who
should be appointed as soon as possible.

All existing and several possible new types
of land dcn{:rnnt agency have been studied and
their potent performance considered in
relation to socio-economic objectives lriliﬁ
from the New Economic Policy and project studies.
The re describes and evaluates four alterna-
tive strategies, each with a different combina-

tion of agencies.

The combination most 1ikeﬁ to achieve the
objectives appears to be that with 75 percent of
agricultural output initially com from public
enterprises of different kinds, including a new
type of public sector agency as well as settlement
schemes, and with a gradually changing but impor-
tant role for FIDA, and 25 percent from smallhol=-
ders and private estates. The contribution of

the private sector might be increased later in the
prograome when the success of development 1is
assured. In both sectors, there should be oppor-
tunities for individual initiative and independence
combined with security and a wide distribution of
income.

Government decisions on the preferred 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
Plan.



CHAPTER 1

LEIRODUCTIION

1.1 The Purpose of the Report

The purpose of this report is to describe
and evaluate briefly the more promising develop-
ment or{::tmuu of the project areas and to
synthes alternative strategies from which a
reasoned cholce be made. A Master Plan can
then be prepared, upon the selected stra-
tegy. BSeveral specific decisions are invited to
enable master planning to begin,

The brief descriptions and evaluations in
this report are backed up by more detailed
information and arguments in Supporting Reports.
A range of supplementary papers is also available.

1.2 The Project Aress

The two areas cover approximately 742,500
acres (16 percent of the State of Johor), of
;!ﬂc%ogie.m a’-:w;s lie in Johor ‘rensu;l and

o acres anjong Pengg . Nea
265,000 acres of have been cm.to&r%i are
reserved for specific purposes, including 54,000
acres for FLDA settlement schemes (Table 1.1).
The alienated area is outside the scope of this

. roximately 64 percent of the land is
mmﬂ of some ki.nd.p.

Although there are no towns in either region,
Kota Tinggi (1970 Pop.8,000) is situated central-
1y 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

mitu of Johor Baharu and between forty-five
eighty miles from S pore city. Ko plan
for South East Johor can re the significance
of these two towns and especi

ally the relatively
%;h and rising standard of living in Singapore.

pmgond tvo-herth.Ioﬂ at Johor Baharu, now
the subject of a special feasibilit study, would
be an important factor in regional evelopment.

|

In Johor State the greater part of the popu-
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 amd water resour-
ces of the area iogethcr provide a satisfactory
environment for large scale land development. A
feature of agricultural significance is well
distributed rainfall, higher than the national
average. This offers prospects of diversification
in certain directions.

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

0f the total of 1.7 million acres of forest "
in the State of Johor 34 percent is in the projec
areas. A considerable quantity of marketable
timber is available in johcr Tengah, conveniently
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 a.rot
important opportunities of us the virgin fores
on steeper ground at higher elevations in Johor

| Tengah not only for conserving soil and water, but

| comunities of scientific interest.

loglcal
as a sanctuary for wild life and for bio ggor s

Penggerang peninsula offer similar opportunities.

Both project areas have important natural P
advantages for the development of various forms © <
recreation and tourism. potential for visitor
from S pore is substantial, ;u-tioulnrly for
tourism the coastal belt of Tanjong Penggerang.

There are few opportunities for mineral exploi-

IARLE 1.1  Distribution of Jand Use in the Project Regions

“JOHOR TANJONG
_ TENGAH PENGGERANG
TOTAL ACREAGE 368,500 373,700
POREST 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 Swampe 36,000
Incised valleys 33,500
Beach ﬂdgcl 3,500
75,000
Balance 269,700 281,500
RESERVATIONS
Forest 18,000
M Towns 21,900
Malay & Aboriginal 5,600
45,500
Balance 269,700 236,000
ALIENATED LAND (ine. FLDA) 68,200 130,000
BALANCE -~ LAND POR DEVELOPMENT 181,500 106,000
Footnote:

The above

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 phyeical 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
Hational economies.

The study offers answers to the following
questions:

(1) What work is to be done?
(41) Who will do the work?
(111) 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 answers, 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-
cription of the physical resources of the areas
and their development potential, and of the
up:l.o{nnt opportunities for the people arising
from the development of those resources.

Ensuing chapters deal with the framework
and services r-?uim for development and
examine the different organisations and agencies
that can be used to direct and implement it.

In particular the respective roles of the ie
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~

ared and evaluated in Chapter 7. A strategy in

8 context connotes a synthesis of one or more

of the various components, forms, methods and
rates of development that can be employed to
fulfil the national objectives in the regional
enviromment. The interaction between these
factors is often complex, and the value judgements
on which choice must be Buod involve economioc,
human and political considerations. The strate-
gles are essentially long term in outlook,

covering the rf.ﬂod up to 1990, but they include
existing shorter term proposals in the Second
Malaysia (smpP).

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



Introduction

The main mortmuu in the project areas
are in the fie of foreastry, agriculture and
tourism. erosion and other conservation
constraints 1imit the extent of developable land,
and soil, climate, slope, market and labour con-
straints limit 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
resources carried out 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 Govermment departments,

The results of the terrain and soil surveys
were considered in conjunction with meteorolo-
fioal data and a land use potential classifica-

ion has been compiled. The form of land use is
dictated chiefly topography and climate, To
guard against ercsion from ho:g rain on stee
slopes fmﬂ with an average gradient of over
degrees must remain under forest, and this estab-
lished criterion has been used to delineate the
boundary between land to be cleared for agricul-
ture and lamd to be left under forest cover.

There i3 a considerable Emtity of mar-
ketable timber, particularly Johor Tengah,
with valuable prospects for full utilisation,

With the exception of extensive areas of

peat swamp in Tanjong Pe gonng most of the
undeveloped unani :‘od.lnulmdor () degrees slope

are sultable for sgricultural development.
Parts of the central Penggerang coast are attrac-
tive for tourism,

There are suitable
tions for combining the
80ils, water sources, wild 1ife and biological
communities of special interest, and there ie
the prospect that conservation areas can be care-

opportunities and loca-
conservation of upland

developed at a later stage for scientific
and recreational purposes.
-3 |
2.1.1 Conservation.

Most of the land with an a slore of
more than 20 degrees lies in Johor engah in a
large block and will remain under forest, There
are silvicultural gobln- to be overcome if
timber from this steep, inaccessible forest is to
be economically exploited on a sustained yield
basis without impa conservation; but for the
time being it should remain untouched,

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
m:n: :ntimntpm.‘ lhm.lldG be ﬁga?dsm the steep
rea centred on Gunong ut, Sumalayang

and Panti, park would cover an area of some
200 square miles, It is also 8 sted that the
nev park should embrace the exis Endau Kota
Tinggi (E) wild 1life reserve, which lies farther to
the east and includes a part of the coastline,

The catchment of the headwaters of the 3,
lebam should be conserved to water fora
tourist resort and to Preaerve the na scenery.

ded
Other areas where conservation is recommen

for water supply purposes are the Kahang a.rv.; LingsfLI
catchments which are now, or may in future ecoué Lo
important sources of supply. Unwise davelopma’-;z
these areas could increase the costs of providing
adequate water storage.

Penggerang the land occupied by
U\flllpn;mf':: ?u;hieh is unsuitable for agriculture,
should remain as a conservation area; and a.no:lier
locality with a biological community ofﬁapoci o
scientific interest between Kelesa and Siang s 23
be gazetted as a Strict Nature Reserve. Ther:ei
at present some conflict with silica sand mining
interests, which should be resolved as soon aab
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 i
Tengah has indicated that there is a substanti
potential for timber extraction and utilisation
throughout the lowland forest. There are some
92,000 acres of undisturbed forest (outside -

ement areas) below the approximate line of .
gg‘root contour., Before agricultural developmin
takes place in this area the substantial benefits
from the forest resource should be reaped.

It is estimated that the total volume of tim:
ber of four feet girth and over amounts to approx
imately 34 tons true volume (tv) per acre; of
this 23 tons tv are utilisable timber mcceptable
to the trade and 11 tons are not presently accep-
table. Of the 34 tons tv per acre approximately
15 percent is heavy hard woods, 35 percent medium
hardwoods 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, for which an allowance
of 29 percent has been made).

In Tan Penggerang virtually no conven-
tional mrkzot:tle timber remains; but there is a
potential of about 24 million tons of residusl
timber which might be exploited if utilisation
can be organised in time to be coordinated with
the start of land clearance.

d

A fifteen year logging programme is propose

for the 92,000 acres in Johor Tcﬁ:h with an sod

annual coupe of 6,100 acres, yielding an estima B

123,000 Forest Department (FD) tons of logs. Sltlge

a programme u‘rutioable and compatible with
uirements

req phasing of agricultural develop—
ment,

Extraction of logs in Johor Tengah is seen

terpri ip
as a goverrment en se, perhaps in nersh
with existing local interests and possibly with an
overseas organisation experienced dealing wi

large annual coupes.

It 1s suggested that changes be made in the
present system of royalty and premium payments to
onom the utilisation of a higher g:nportiﬂ
of ble timber, particularly of the less 0
popular species. The proposal is that concessio o
for logging should simply be awarded to the highe
bidder and the resulte 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 premium 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 internal rate of return
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 percent ad
valorem duty should be replaced by & specific
export tax of about $10 per FD ton, This change
would be more effective in encouraging more
intensive exploitation of forests if linked with
a revised royalty/premium system in all States in
VWest Malaysia.

2.2 Iipber Induptries

Market studies indicate that maximum value
added by the forest resource is to be obtained
from mducﬁg high price comnmodities such as
plywood, mo a8, kKln 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 opportumities 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 extermal participante and to
train Malays. But the new enterprise should
compete for s on the open market on the same
terme as exist sawmills and should be separate
from the 1lo g activities. Existing efficient
interests would not therefore be jeopardised by
the new sawmill proposed.

Another new activity which has great promise
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
ently. But it is estimated that there are
entially about 5% million tons of dry chip
equivalent in the two areas worth some 3300
Izlncn at the ourrent 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
sales, costs and employment created will be found
in the summary Table 2.2 at the end of this
chapter.

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

detail in Supporting Report IV.

2.3 Agriculture
2.3.1 Possible Activities.

The choice of possible activities for
immediate large scale commercial exploitation is
constrained by market considerations and by tech-
nical factors, particularly the shortage of

ent expertise. Only rubber and oil palms
can recommended for 1 scale planting in the
first years of any plan. ative evaluations
of these two .mut that, on grounds of

nt creation profitability, oil palme

predominate in the first five years and

rubber later on. Ultimately the ratio of oil palms
;o zs-gbber would probably lie between 60:40 and
0:50.

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-
geots and the availability of technical informa-

ion and management expertise. The best opportu=-
nity is considered to be milk production from
grassland, with cross-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 eﬁrowing, and the
project area is well situated to take advantage
of the latter. Milk production could be highly
profitable, both for small and large producers;
it would be as labour intensive as oll
cultivation, and offers an opportunity to intro-
duce Malays to & new and productive sector of

culture, The development of the industry

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
should if necessary be critically examined. These
technical constraints should be resolved to enable
the rate of development to be phased with the
growth of the liquid milk market.

Other activities that appear promising for
immediate introduction on a modeat 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
ugeful diversification in oil palm and rubber
areag and could 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 principal inland so could
be profitable; but their introduction on a com-
mercial scale must be preceded by a period of
trial. The same can be said of short term crops
such as sweet potatoes, Chinese yams, sorghum and
pulses; but unpredictable weather conditions
would increase the risks with grain croga although
in a good year they could be very profi nf:la.

Root crops are likely to be more satisfactory than
grains. Short term crops should be confined to
land 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 term
crops.

The Scope of Work asked specifically for:

(1) recoomendations on the proposal to develop
a banana estate in Tanjong Penggerang.

(i1) the identification of areas requiring
irrigation and drainage for large scale cultivation
of padi and other crope.

Bananas would have to be sold on the export
market, probably to Japan. The varieties current-
ly 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 L: search among
local material, and to subject t to a period
of testing to prove their agronomic and marketing
;mlitiu. is considered to be a luhint

or l.nvumn.ticn by the me lﬁgﬂl ural

Research Develo Inastitute ( 1), and

i1t is recommended that the present proposals for

3:-‘ r:in development in Tanjong Penggerang be
erred.



B

By agreement with the Client large scale

. tion was taken to mean areas upwards of
10,000 aores. Units of this size with topgglw
suitable for irrigation occur only in the t
peat svamps of Tanjong Penggerang. The soils are
unsuitable for any crops principally on lgmmﬂo
of high acidity and low humification. No irri-
gation projects therefore can be recommended.

A research station is urgently uired to
teat and sponsor develomment of possible new

activities for the equatorial part of Weet
Malaysia, and provision has been made in the
project area for 3,000 acres of land to be allo-
cated to MARDI. The rate of introduction of new
activities and the ultimate scale of any
diversification gmg:--o will depend very much
on the results of research and commercial trial,
The problems to be overcome are formidable and
the .'ul{lct of diversification is not likely to
be fel m:u after the first 6-10 years of
pment .

For es of evaluating the contribu~
tiona of the lgl.onltunl sector, it has been
assumed that 1 of the cropp pattern
will be in new diversification ent es, and
B85 percent in oil and rubber., However,
in ten years time there would s till be some
85,000 acres of land undeveloped in the project
areas, moat of which could be used for new
activities if enough information becomes availa-
ble for their successful exploitation.

Further information on the agricultural
potential of the area and on the criteria for
activity selection and development planning are

@iven in Supporting Report V and in supplementary
papers,

2.3.2 Rate of Land Development.

If maximum use is to be made of the forest
now covering land to be cleared for agricul-
tural development, land clearance must be coordi-
nated with logging., The fastest realistic
programme is considered to be one spread over 15
years between 1974 and 1988,
cultural land is ed firet at the above rate,
90 percent of it would have been made available
for final clearance and development by 1983, A
12-year programme from 1972-1983, developing some
260,000 acres, was therefore first examined

The SMP for Johor State calls for the
development of 150,000 acres between 1971 and
1975. It has been assumed that this target is
desirable, realistic and the maximum feasible;
and that ite best chance of achievenent lies in
oconcentrating in oject area
where the resources been onﬁmﬂ and where
a large land development sgency is already at
work, Some 80,000 acres of land are therefore

included in the first four years of the 12-year
programme. 4

To test the sensitivity of this Programme
two other periods of develo t were considered,
10 years and 15 years, In these 8
wn-u-mﬁmmlﬂtuutn iz- ar

with r to the desirability nnr
Tets of ¢ ‘.22,..“‘1,. i By gL ogia 3

ev 0 e o8
occur only after 1975. .

On the abov
the 10 and 15 g e assumptions differences between

the outcome of the 1!-7urp s ; 1,1,',‘“
between the two, was only different.

Programme were there
would be a danger of substantial ;:t-ﬂ.c

If the future agri-

time to reap
therefore be re

The choice between the 12 and 15 g:{ pro-be
grammes is of no great significance. can
done within a 15~year lo riod. In view Of
the unemployment situation 1 8 recommended thald
the target should be set at 12 years; but, shou
the programme fall three years behind aohodulem
after 1980, the effect would be umimportant. y
rate between 12 and 15 Eom could be regarded as
of similer merit, and the rate of development
within this range should result from more 1::113*01"'f
tant objectives and not be an objective in itself.

2.3.% Development Pattern.

Projects for the development of the agricul-
tural activities outlined in section 2.3.1 in 12-
15 years will have to be mounted to fit in with &
the proposals for logging, timber utilisation an
tourism. For example, the assumption that in the
first four years 80,000 acres would be cleared in
the project area makes it necessary to give
priority to Tan] Penggerang, where there i1s no
conventional marketable timper to be logged, where
the decision has already been taken to build the

erang ay, where considerable development
i:nﬁraady taking place, and where the first stage
of the tourist project is scheduled for completion
by 1975.

Recommendations for the establishment of an
overall development authority to coordinate all
activities are made in Chapter 6, in which E
suggestions are also made regarding the types ©
agricultural production agencies that should bg
introduced to implement development. Figures V.5
and V.6 in the Atlas illustrate the two project
areas divided into a number of development units,
with the cropp pattern, phasing and rate of
development and the type of implementing agency
also shown. These figures should be regarded 28
models. They are not firm recommendations as to
the type of agency that should operate in any
specific area, neither are the mmin.s patterns
absolute because much of the land shown under P
rubber and oil palms in the later years could, 1
desired, be developed under a new activity.

On this basis the phased development of the
main activities is shown in Table 2.1.

Table 2,1  Phased Development of Main Activities

0i1 Palms Rubber Other Total

(Acres) (Acres) (Acres) (Acres)
1975 44,850 17,750 17,800 80,400
1980 115,100 55,800 32,100 203,000
}333 136, 700 97,700 42,400 276,800
onwards 136,700 107,100 43,700 287,500
Percent 47 37 16 %

The total sales, costs and employment in such
an agricultural programme are shown in Table 2.4.

2.4 Tourism

The studies described in Supporting Report
No.VI and the supplementary paper - "The Develop-
ment of Tourism L’l Johor", concluded that the most
suitable area for major investment in tourism in
;hn mhirt hzu;u is botvaon ‘{.. %mﬁ .:-:io
& on amgg oast. ]

ment could support a ftuoznptomo.oogj
mnu-:u-ﬁu tial and growing demand
for recreati

mainly from residents of Singapore

Penggerang coast, it would be many ye
the rate of growth was limited by the size of the



market. Agricultural settlement in Penggerang
will require main road access up to or close to
the coast, and would thus open up the peninsula
for possible tourist development.

No other areas or projects being considered
(for example, inland mountain, waterside and
forest resorts, or the islands off Mersing) have
nearly as much physical capacit{ for development
or can so economically provide the range of
services needed to support a large scale resort
catering for Johor's main potential market - the
car o residents of Singapore and Johor Baharu.

Preliminary studies suggest that the central
Penggerang beaches have room for some 90,000
people; that development on adjoining land could
provide 40-50,000 tourist beds, at least three
18=hole golf courses, and a whole e of asso=-
ciated facilities. There is also suitable land
in the area for urban development to accommodate
the population required to run the resort. A
first sketch of a possible physical strategy for
the area has been prepared.

In view of the undeveloped state of the
market, forecasts of the growth of employment in
tourism can be tentative., Table 2.2 showe
three poassible rates of growth of employment
compatible with the estimated potential demand:-

Zable 2,2 Employment and Tourdsm

Estimated employment (numbers) Cumulative
Total
Medium
Yearg High Medium Low _Bagls
0=-5 600 600 600 600
6 =10 2,800 2,000 1,200 2,600
11-20 10,400 7,400 4,200 10,000
21-30 14,000 9,800 5,600 19,800
TOTAL 27,800 19,800 11,600

The successful achievement of any of these
possible growth rates depends on the development
of the right scale and variety of attractive
facilities with strong government backing. To
stimulate tourist development, an initial hotel
and recreation complex near Tg. Balau is sugges-
ted, costing 13-15 million dollars. This should
be a joint venture between an experienced private
hotel company and the government, so as to ensure
the success of the scheme by securing the involve-
ment of committed professional expertise. A
detailed ut::z is now required to establish an
inv;st:ent development plan for the initial
project.

An initial project would add to the diversity
of employment in the region, establish a new
growth point of economic activity and urbanisation,
offer another opportunity for training young
Malays and bringing them into a new and expanding
commercial sector of the economy, and help to
create a new social and commercial service centre
in Bouthern Penggerang.

2.5 Manufacturing and Mining
from the local processing of timber,

oil pﬁ rubber, mnmpl.nd. certain other
agricultural crops, to which reference has already
been made, there are no major opgortuniti-s for
industrial development. Nor do there seem to be

particular advantages to favour the growth of

ustry in the project area rather than else-
where in the State of Johor.

Nevertheless, minor industries will grov as
gaum development takes place. It is desirable
hat this cess should be encouraged and that
Suitable sites be made available for industrial
development in long term plans. There is a large

number of activities ancillary to primary produc-
tion that could be encouraged; for example wood
packaging for crumb rubber etc., canning, live~-
stock foodstuffs, starch manufacture, hides and
leather gooda and cooking oils. In aggregate

these activities could benefit the economy and
increase the scope and variety of employment.
Iable 2.3
ed cost ) fo
mn dollars
a) CAPITAL INVESTMENT (Public) 5.3 - 8.0
- do - (Private) 9.5 - 6.8
TOTAL 14.8
b) ANNUAL INCOME 10.5
ANNUAL EXPENDITURE 8.0
ANNUAL SURPLUS 255
¢) JOBS 600

24,600 dollars
17,500 dollars

Investment per job
Annual receipts per employee
d) RATES OF RETURN (Financial) 17-18 percent
(Social) 21=30 percent

The prospects for mining development are not
encouraging. There are limited areas in both
regions where further prospecting for tin is
advisable, and recommendations have been made to
the Geological Survey Department as to priorities
and 1limits to the prospecting period. tracted
prospecting should not be allowed to hold up
other forms of development.

2.6 Water Development
2.6.1 Introduction.

The water resources of th:.i:o ect area and
the probable demands and propo or development
are described in Supporting Report II. Project
developments make no demands for water from out-
side the area, but considerable ential exists
for meeting external water dema from project
area resources.

2,6,2 Water Supply Schemes.

M ternative schemes have been studied for
meeting future demands up to year 2000 of:-

(a) the supply areas of Kluang, Kota Tinggi,

Pontian and Johor Baharu, and the Pasir
Gudang industrial estate;

(b) the Public Utilities Board (PUB) Singapore
intake on the 8, Johor up to the t of

entitlement of the 1962 Agreement ;

(c) proposed settlements and enterprises in
ghc project area (described in Chapter 5).

To meet all these demands, phased introduction of
regulation storage will be required.

2.6,3 Storage reservoirs.

Three storage reservoirs are likely to be
needed. For the Kluang water supply it is pro-
posed that a dam sho be constructed on the S.
Eahang. The reservoir should have a capacity of
t.l;ou: } ég?o million gallons and would be needed
abou .

For the r tion of the 8. Johor, in order
to maintain sa -rmtw{ low flow discharges and
prevent saline water intrusion at the lower intakes,
a dam is proposed on the 3. u. Based on the
full anticipated demand outlined in the Supporting
Report, the reservoir should have a capacity of
about éi.ooo million gallons and would be required



at the earliest about 1978,

The third dem is on the 5. Lebam in Tanjdng
erang and is required for water supplies to
local 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 omion:ﬂ’
sited as a recreationalamenity. Although

the lebam reservoir is for direct e ply, it is
recommended that all the utclnentsuiluni.ng to
these dams are excluded from agricultural deve-
lopment, which would impair river flow charac-
teristics, Mineral oitation 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.

ml:u]}*m gmtuiut:on of :1.:.1:3

sources 0 be sediment from

develomment and chemicals from agricultural

activities. Provided that reasonable control

is exercised over the use of toxic chemicals in

agriculture, no undue water treatment difficul-
envisaged.

2.6.6 Flood Mitigation,

Methods of flood mitigation at Eota Tinggl
have been studied and rmf uneconomic, as
Mualz reported. It was recommended that
consideration be given to the relocation of low
lying dwellings.

2.6.7 land Drainage.

Due to the wmsuitability of the deep peats
of Tanj Pa? for cultural use, no
gﬂud ﬁltc or r h':gt.o schemes,

small areas which can only be defined b
detailed topomrlm; survey, may require artific
drainage.

2.7 Sumpary

A broad estimate of the scales, costs and
employment result from the eading
sector uctl.vithsn;g given in f.‘ﬁﬁ'? 1



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 45.7 47.1
Wages and salaries (2) mn dollars 13,4 30.6 47.5 49.6
Agriculture 4oneral workers (3) Numbers 8500 18500 28000 29500

Management (4) Numbers 50 120 170 170

Supervisory (5) Numbers 80 200 280 290

Total eales mn dollars 11.8 11.8 - -

3 Inpute (1) mn dollars 2.6 2.6 - -
Torestry 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 dollars 16.9 37.1 62.5 79.6
General workers (3) Numbers 9600 21600 3B000 49500

"'mgh processing alternative, but excludes sales
of wood chips.

(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 ezu.ivnlent of
graduates of the Serdang College of Agriculture,

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



CHAPTER 3
REOPLE

3.1 Ropulation growth and distribution

At ent about 135,000 live within
Mutﬁ‘ 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

8. Penggerang 15,000 21,000
Rural Johor Tengah 30,000
Areas Tanjong Penggerang 15,000 45,000
About 50 percent are Chinese, 32 percent
13 Indians, and 5 percent other groups.
No ed £ are available for the areas
to hgomhm the whole of Johor, more

thirds of the rural po tion are
population and

background to the lmhrmt of the
project areas will be population nerease and
movement in the whole of Johor. Table 3.1 gives
pre-census estimates for 1970 and two projections
990 of the numbers living in different parts
g E-n.m' Mt 1o ety s R o€
pro; a u PO
lation is 1ikely to inorease from 1.4 million g‘:
2.4:&2.0:1111«:6 the higher re
migration into the State of Johor, The
in towns with more than 10,000
35 percent to about 60

es closer
:o rural areas, thus checking the dntr:‘to the

Projections up to 1980 have been made in
wﬂ}tg order to indicate hov far
bute to the State's nnr; . ." sontri-

In 1970 about 10 percent of Johor's 1

menployed; the rate was
to that for the
bal? the whole of Weat

In addition to the 50,000
than 20,000 school leavers' sy $“'°‘ T v
yoar, achieve full

SRy 50 e et S

With the development of the
is uml“ t in

a

ont in the other leading sectors (
and “lh:, Bay increass by 35-45,000 (1. Ling
_ ’:ggnuo for increased m"%‘::lﬂhc a

1&&1“«%1&@
1004138, a0qtore 347 Do expected t6 genseute morl®
m'mma‘h"’“ﬂm-aﬂ-
other serviee*Po™ Muinistration, trats seq

-

Iable 3.1 Assumed population distribution in Johod
Settlement type 1970 1990
3

Low

Location (numbers) (numbers) (n'mbe_rl)_
REGIONAL CENTRE x
Johor Baharu 175,000 500,000 625,

City Region r
MAJOR TOWNS )
Elusng 60,000 175,000 _
Batu Pahat 70,000 150,000) 625,000
Muar 70,000 150,000)
Segamat 30,000 75,000)
000
230,000 550,000 625,977
NE¥ & EXPANDED TOWNS o
Johor Tengah - ) 150,000 175,
Penggerang - )
Kota Tinggi 8,000)
Jemaluang (say) i Y _____?__.m
5'
8,000 150,000 175,97
0
Other towns over 71,000 200,000 225,00
10,000 population 1
New rural areas - 350,000 Mﬁ.ﬁ
Existing rural areas 941,000 700,000 L
0,000
TOTAL 1,425,000 2,450,000 E_L
000
Total urban 484,000 1,400,000 1,§£.000
Total rural 941,000 1,050,000 1,200,

in
Thus on present trends, tl:; 333‘1 Ooci)ncr?:ﬂzﬂl
employment in unlikely to exce y 0. nt
taﬁ-.i?r. be difficult to reduce the unemployme
rate below 10 percent by 1980,

111 be
The development of the project areas W
responsible, directly and indirectly, fo: ﬂ;‘“
40 833'3:.\- by 1980 - about 15-20 percen ge from
add1itional employment. By attracting Pﬂog areas
the poorer parts of the State, the pmdog

will also help to reduce the incidence o
underemployment, at present rather high.

ure
Their development is thus essential to end
that umemployment does not become worse, oo B
further substantial investment in .yiwldustry
rest of Johor and in manufacturing in e ti0n
¥ill be needed to achieve a significant re
in the unemployment rate.

3.3 Soclal studies

1ed out
Sociological field studies were carr

in a “ﬂ't;‘:f exist settlements, mg%‘;:ﬁfr
FIDA schemes and traditional kampongs.  ode
with hed material, they have helped Bed 0
Oﬂn{::g.t. to understand current problems
establish objectives for the Master Flan.



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

It 18 clear that there are areas of acute
poverty and deprivation in rural Johor, affec-
ting Chinese and Indians as well as Malays.

A typical Malay family in South Johor seems
to earn more cash income outside ite 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
asgessment is rational, given the alternatives
Inown to them, though it is not nsuesea.rugathe
only way of achieving these objectives, T
quest for security and independence goes a long
way to explaining the general aversion from
estate work, and to a lesser extent the relative
popularity of government jobs and the low esteem
in which agriculture is held by young people.

young men predisposed to agriculture are
those whose parents have experienced considerable
security, some independence and at least the pros-—
pect of hglt; incomes from agriculture - mainly
those on A schemes.

If people are to settle down inmew rural
areas, some of the attractions of urban life
should be provided. Thie does not necessarily
mean the "bright lights" (cinemas, restaurants,
etc.), but ily elactricitx. piped water,
education, sports facilities and 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 educationmal opportunities for
n. As well as ensuring good accessibility
to achools, 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
11)-2. i eared areas, especially in Kota Tinggl

3.3.3 Social and economic problems of new
settlements.

It is a mistake to regard the problem of
Muninml people (especially Malays) into
hifh- come activities as one of transfer from
a 'traditional' to a 'modern' environment, with
& 'clean' break and a set of disincentives to
8top them falling back into their 'old habite'.
The main problem is not lack of motivation to

ir economic position; it is that of
creating a situation in which existing motives
can become effective.

It is vital in new schemes to em ise con-
tractual relationships in which the rights and
obligations of individuals are clearly understood
(see the important distinction between relations
%I't)sontraot' and "status" in Supporting Report

.

The organisation of the villages should as
far as possible be separate from the principal
economic activity. Among other things, this
implies that housing and employment 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 ancillary activities
?ahops, taxis, etu.fl:Ia Two kinds of involvement
should be encouraged: representation at work
(unions, ete.) and participation in village
administration (local councils, ete.). 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
Report for the review of current practices on
FIDA 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 inte a
replanting reserve fund.

(ii) Make clear to settlers what compensation
(if any) they are entitled to should
they leave a scheme, and exactly how
much they owe the authority at any point
in time.

(1ii) Give settlers more opportunities for
promotion on schemes.

(iv) Make clear to settlers how oil palm
schemes will be operated towards and
after the end of the repayment period;
and in discussion with the settlers on
each scheme, prepare them for transition
to individual or cooperative ownership.

(v) Consider defined (and perhaps limited)
arrangements for settlers to sell their
rights in the land. This would encourage
a flexible response to the growth of
employment opportunities outside
agriculture.

(vi) Review selection criteria in the light
of 1970 Census data.

The conclusions and recommendations in this
Chapter have influenced proposals for village
size and structure (Chapter 5) and for organisa-
tions (Chapter 6). They are important criteria
for evaluating the alternative strategies
(Chapter 7).



CHAPTER 4

JEC

4.1 Qbjectives of national policy
The three objectives of the new economic
policy are:-

(1) reduction of economic disparities;
(1i) creation of employment opportunities;
(111) promotion of overall economic growth.

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

The first NEP objective is taken to mean,
in general, reduction of disparity in incomes
between rich and poor and, within this, speci-
fically, the reduction of economic imbalances
between Malays and other ethnic groups.

The %imerpretatim of this objective
implies t strategies should aim to improve the
economic position of the poorest groups (with
some but not exclusive is on Malays). Stra-
tegies should therefore be concerned with in-
creasing the share of these groups in total income,
and with the creation of additional income-earning
employment for the unemployed and underemployed.

The interpretation requires, in
addition, measures to increase Malay participation
in 'modern' sectors of activity - particularly in
manufacturing, construction and commerce, all
primarily urban activities. The 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 emnterprises (in
social resource tem? to introduce into the
{rczout areas in the 1970's, there seemes to be

ittle conflict between the three NEP objectives.
All proposed developments contribute to growth and
uglomnt. Unemployment and underemployment are
likely to continue in West Malaysia and Johor
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 helpes towards the first
objective.

The development of the project areas will be

‘:riuruy agricultural in the 1970's end early
980's. The creation of additional incomes and
employment in agriculture will attract mainly the
rural poor, the majority of whom are Malays,
without necessarily restrict opportunities

for rural poor Chinese and In 8. Thie will
contribute to the reduction of income disparity
between rural and urban populations and, provided
that new cultural production organisations
are attractive to Malays, also to the reduction
of di ty between Malays and non-Malays in a
eituation of continued unemployment,

4.2

se _VeLwoen et 1 L QU DS
receive the greater part of
such an initial increase in incomes, development
will lead to further increases in incomes in the
industrial and commercial sectors in which Malays
are not yet strongly represented. The longer term
outoome could therefore be little or no decrease
in relative economic disparity between ethnis
groups.

In order to achieve a more lasting reduc-
tion in such economic disparity, therefore,
additional measures will be needed:

(1) increase in participation of Malays in

hnilc £

12

v

activities (mainly urban) which can offer relative=
ly high incomes to workers and potentially rapid
growth,

(ii) increases in the range and quality of
saleable skills and experience (technical,
managerial, entrepreneurial) of Malays at all
levels,

(111) financiel arrangements which permit those
initially with 1ittle or no access to capital
gradually to acquire assets and to receive returns
to capital,

(iv) measures to give residents in rural
areas, the majority of whom are Malays, more of
the advantages of living in towns, including
greater diversity of occupation and better and
cheaper access to education, and other urban
facilities.

(1) 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
Malaysians 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;

(1i) activities in which non-Malays now predo-
minate as entrepreneurs and at managerial and
technical levels, These include construction,
some specialised farming, retail distribution,
timber utilisation. Not much other industry is
planned initially;

(4141) activities in which Malays and non-Malays
are now both engaged - mainly agriculture, rubber
and oil palm; and transport.

Group (1ii) activities are discussed in the next
section. For reduction of disparities between
ethnic groups in the long term it is encouragement
of Malay participation in the first and second
groups of activities that will be most important

In the first groui the main step to securing
substantial Malay participation at all levels of
employment is to ensure that there is an adequate
supply of Malays 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
roportions of Malays in all grades; but ensuring
the supply is the essential condition. This
requires te between the Govermment and
those mpmig;s for developing the new activities
for the proviesion of training and opportunities to
gain experience.

The second group of activities requires, in
addition, institutional support by established
Lriva.tc organisations er by public sector agencies

order to help new entrants into activities in
ﬁi& other groups are already strongly estab-
shed.

The first group and some of the second group
of activities can offer relatively high incomes to
workers and opportunities for the development of
skills, They also show potential for growth in
the t::f run. In the project areas, the new agri-
cult activities can be introduced fairly
;uicny. but only on & emall scele initially.

ourism once started may develop rapidly; but this
also seems unlikely to reach a substantial scale
before the 1980's,




Only the third group = o0il 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 third
NEP objectives of employment and growth and
directly to the firet objective of reduction of
general economic disparities by providing addi-
tional incomes from paid employment on good terms.

4.3 Iﬁﬁﬂ and rubber : implications for
term objectives.

Investment in oil palms and rubber yields
high %&lﬂramf{xg - 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 ahead in the project
areas as quickly as possible.

On our main assumptions about prices elds

and wages that will have to be paid to et e
labour, however, the private financial profita-
bility of both is less than would normally be
-i‘e;uirsd by a large private investor. The
a::irerenca between social and private profit

3 8es largely from the high content of unskil-

ed labour in both these industries and, to a
smaller extent, from the export duties and other
mses on these crops. In a situation of serious
. 181‘0"1!!5 unemployment, the real cost to

oclety of using this wmskilled labour is small
Empﬂred with the market wage which a private

nvestor will normally pay.

Only if private investors adopt more
:g-:ou:able assumptions about yields and prices
mcn hose used in this Report or if measures of
thagumgqnant are introduced, does it seem likely
o substantial private investment by large
3 ;tors will be attracted into development of
o and in the project areas. One group of
l‘ﬂ;eutm:wa who will not require higher mzu of
theui':}ﬂmmr' are those who intend to develop
for 1ond with their own or their family's labour
s ttle or no cash payment. Their outlay of

p %l];ain the form of cash will be much less
lthan“ou 1"t-. of a private estate company Wing
e o © do the same work, and the rates o
9 ey on the smaller financial capital input

almost certainly suffice to repay with

interest
She Dew 11?5.1““ which they may ralse to develop

Development of production of these two crops
least ag 0, mPloyment and of income at

iy 38 well as investment in other sectors.

.;" production is not only socially profitable:
Goyaio0 appears financially profitable enough for
the i"i:;ﬂt to invest very substantially - up to
unfavo ts of capacity to implement - even on
in om:ralgle assumptions about prices and -E.ildl,
0 risk op s cate employment. There is ost
81ibilit 1°f financial 1)ss and there are pos-
ooy tiee of financial gain. This employment
with ﬂl:rﬂvide incomes which compare favourably
Enplonno%® Of industrial work with similar skill.
bagg_Tment even at $120 per month (the lowest
cla] proge assumed in estimates of private finan-
una.rgmr“abﬂity) replacing unemployment or
blxtionnptiom“t' would make a significant contri-
capita m‘;:.f‘:"tig“ of :ho disparity in per

1 wee
n.i,“. et n the rural poor, including
reduction

But, with res
o pect to the
4 Wt::omic disparities between Hm and non=
inply tperooont estimates used in this Report

Notint 1t 1s doubtful if oil palm and rubber
income” on should be regarded as future "high
e8pecigl Ctivities in which Malays should now be
umg;ﬁ’ encouraged to participate on a

and eventually independent tmsis.

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 xible = in
particular, public sector settlement schemes. In
these a settler receives a holding of a certain
size which is expected to yield a relatively good
household income over the life of the crop. ghis
holding is intended to be permanent. It is pos=-
gsible 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, wnless holdings are consolidated
or the workers in a settler's household can find
additional employment nearby, the aim of providing
relatively good incomes will not have been
achieved.

Tt must be noted, however, that the estimates
used are based on fairly cautious assumptions
ebout future prices and yields, and assume main-
tenance of present taxes and duties. It is quite
possible that actual ces, yields 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 up:l.; lnng term commitment for
the owners of land. exibility of sation
ig needed to avoid present decisions W ch effec-
tively commit Malays, whose relative incomes it
is one aim of policy to raise, to occupations and
assets from which the incomes may turn out in the
end to be lower than others.

4.4

The Terms of Referemce for the 3E Johor study
require special emphasis to be glven to the
urgent need to mimu the economic position of
the rural population and minimise rural under-
employment, commensurate with resettlement of the
greatest number of pooﬁ: on holdings sufficient
to provide reasonable omes 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 additional full time
work. The emphasis of the firset NEP objective is
also on incomes, es has been that of public
settlement schemes in the t decade. The size
of FIDA holdings has been etermined p}-mn-u{
by the acreage required to yield some target
income over time, on estimates of future prices
and yields at the time of decision. Size of hol-
d has been related only loosely to the acreage

be worked by a settler and his house-
hold on a full time basis. The intention has
been to give as many families uﬂp_ouiblo the
"target" income, instead of distributing 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.

rtial employment or underemplo nt of the
vork& populat ,::-ouaht into a public settle-
ment scheme has been deliberately accepted as one
of the consequences of sharing the expected
income rmn.%ho acheme as widely as possible. So
have the additional immediate costs public
finance of putt new infrastructure ete. into
(instead of elsewhere) to meet

the scheme area
the needs of the larger population.

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



work for all recipients, can be applied in forms
of organisation other than settlement schemes snd
it need be confined to agricultural produc-
tion. Any profit-making business (not only those
run by cooperatives) can give shares in the profit
to workers (and others) thus rai the incomes
of full time or part-time workers above canven-
tional 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 productive scheme
be divided into 'target' incomes defined in
several ways:-

The 'target income' may be:-
-~ an income per household or per worker,

- an income derived only partly from the
scheme itself - i.e. it may be planned
deliberately to include some additional
aggmt assumed to be earned outside the
scheme .

- a 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 term target income, which may be
lovw as long as serious unemployment lasts,
or a higher target income that appears
%uehr to remain 'reasonable' in the long
erm,

Target income is, for the purposes of
limit this discussion, assumed to be derived
wholly from the scheme, excluding any contribution
from outside sources; and is also assumed to be

high emnough to attract workers into full or part
time work.

There are three points to be taken into
account in considering the application of the
general principle to the project areas:

1) Pour ways in which a given income from a
scheme, after deduction of costs of inputs,
capital charges etc., can be distributed are
shown in Table 4.1. The minimum number of
workers required for the scheme in full time work
is shown as N; the larger number among whom the
income might be distributed so that e?.ch receives
the 'target' income is shown as N + N1,

Isble 4.1 Distribution of income from scheme

Number Income Balance
of recipients per recipient undistributed
on outside
scheme scheme
A N - above target none
income
D oBaB s & target dnooms None
C N H' target income None
D N - target income retained by
agency

A distributes the income only among full
time workers, not more widely. B and C distribute
'target' incomes to a larger number of people,
but different ways. In B of the larger
number spend of their time work on the
scheme and all are in the scheme area, 1In C
of the larger number spend u.kn:r their time
work on the scheme; e remainder do not work on
the scheme and need not be in or near the scheme
area. Payments to these others can take various
forms - for example, payment for productive work
on additional land clearance, town site prepara-
tion etc., payments for maintenance of youths
under training, even (but this requires appro-
priate institutional channels) direct trans fer

payments of a social welfare kind, I

C is more flexible and 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 scheme, the agen
may not in fact distribute income to those outside
elther directly or through other channels.
effect is then as in D in which only part of the
income is distributed; it is the worst of the
four alternatives for the specific economic objec-
tive in mind - spreading 'target' incomes as
widely as possible.

2) In the project areas investment 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, Loans to a larger number of
settlers on a scheme could be matched by loans to
the same number of people of whom only part are
on the scheme (as in C above). The total amount
lent would be the same in both cases. But adop-
tion of the smaller number on the scheme may lead
to a reduction in the total amount lent during
the period: the effect is then similar to D above.

3) Distributing income more widely by bringing |
into a scheme larger numbers than are required for,
full time work has the effect of geliﬁeﬁte crea- }
tion of under employment initially. terna~-
tive is to offer full time work on public schemes.
This does not of course prevent underemployment
from arising eventually in the area -~ the labour
force in the area will rise over time through
natural increase and voluntary movement, until the
chances of getting a Job and the degree of under-
employment are about the same as in similar areas
elsewhere.

Unemployment is likely to remain a problem
in Johor fory::ne time. The jobs which can be
created in South Bast 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 available.

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 schemes thereby emplogingm
more people (at 'target' incomes) t
would be needed to work the schemes in
full time employment, and

b) Provision of 'target' incomes on public
(W schemes in full tgme work, distributing
the balance of income outside.

The former is simpler to administer but can
build up problems in t future because of the
rigidity of the system, though some flexibility
can be built in by mak arrangements for trans-
fer or sale of settlers' rights.

The latter is a much more flexible approach,
though the selection of recipients of surplus
income for distribution outside the scheme presents
difficulties., It would seem preferable that the
agency directly responsible for the scheme should
not control such distribution, unless the surplus
is used to promote activities connected with the
scheme as in FLDA youth or training programmes.
If wider distribution than this is the aim, then
either the proposed Development Corporation or
the State Government should be the agemcy.

Adoption of either of these alternatives :
requires decision on the 'target', 'reasonable
income. In present conditions of unemployment an
income of $120-130 per 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 produc tion 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 amd third NEP objectives of
uplo{unt 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 encouraging participation of Malays in
the new activities in 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 training Malays for the
industrial employment which is likely to be
created in Johor (mainly outside the oi:gt areas)
and to assisting their participation ustry
and commerce at all levels.

The deliberate creation of underemployment in
order to spread additional incomes as widely as
poseible has been discussed. It is suggested that
similar wide distribution of income can be achieved
:ithout deliberate creation of underemployment in
he project areas, if a more flexible approach =
more difficult to administer - ie used.



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

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

b 1 Bno%romﬂ studies are described in Supporting
Report VII and the Supplementary Paper "Internal
Planning Report" .

The proposed fremework 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

market outlets, amd to stimulate the growth of
urban activities and facilities.
5.1 Settlement gystem

The hierarc of places serving the project

areas comprises the regional centre (Johor Baharu),

a subregional centre (Kluang), one existing (Kota
Ti.ugi) 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 pos-
sible to locate each village within reasonable
travelling time of several agricultural 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 oomgaot layouts to promote
social interaction and minimise road costs.

5.1.2 Local centres

Three master villages (population 4-6,000)
are proposed in Tanjong Penggerang and two in
Johor Tengah, each serving a group of 5 to 7
villages. Besides housing agricultural workers,
they would be local céentres for transport,
processing, distribution, marketing, social
services, commerce entertainment and recreation

rg the existing and new population within 5-8
miles.

5.1.3 BSubregional amd major service centres

The Draft Development Plan assumes the
gned growth of ©1 to a population of 200,000
1990, and of Kota Tinggi to a population of
30-50,000, with the relocation on higher ground of
people and activities now in areas liable to
flooding.

Considerable parts of the project areas are
more than 12 miles from either of these towns and
their development will eventually require two new
major centres, each serving a population of
60,000 or more. They could start as master
villages am later bocome fully-fledged towns :
land for long term urban expansion could be used
initially for agriculture.
be the main bases for construction and transpor-
tation in the project areas and lamd would be
reserved for manufacturing industry.

The new town in Johor Tengah would contain
the timber industries complex; the Sg.n allows
for growth to a population of 30-50, + The
new town in Tenjong Penggerang would be olose
associated with the development of tourism; t

These centres would
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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 roads within towns and villages. The
preliminary standards and costs of each type of
road are shown in the supporting report.

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

Improvements to some external main roads and
town roads will be needed to handle traffic gene-
rated in the project arems, and estimates of the
additional loads will be provided in the Master
Plan.

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.

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 areas
and the ports would be uneconomical because of
double handling.

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

Existing and plammed airports and air
services wi]g meet the needs of the project area.

No major use of rail transport is proposed,
but adequate access to existing services is
provided.

5.3 Services

5.3.1 FElectricity and telecommunications.
The statutory authorities are advis on
Sion OE & standard of service

the provision of the high
roqu_frod to develop the project areas.

5.3.2 BSewerage

Houses in the villages, and initially in the
new towns, would use the standard pit latrine,
with septic tanks for ouged higher density uses.
Town plans must allow for the later provision of
sewerage pipes and treatment works.

There be a need for legislation to con-
trol the discharge of trade effluents so that
development in the project areas does not pollute
the water supplies.

5.3.3 Village water supplies.
The recommended supply system is to group

_——rry




the villages and auppl¥ each group from a sesa.rate
run-of-river intake. n Penggerang a small direct
supply reservoir on the 5. Lebam would also be
required at a later stage. Tentative layouts are
shown in Supporting Report II.

Por the reticulation system, it is proposed
to adopt the practice in FILDA 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 same level of
accessibility. In the long term, people wishing
for, and able to afford, individual connections
should pay for them.

5.3.4 Housing.

The Malay takes a great pride and interest
in his 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 keep pace with rapid
land development, settlers should 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, particularly Malacca,
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 chammel for investment funds which could
be obtained from both private and public sources,
and which could be distributed, for public and
Private construction, as grants, loans, or
mortgages to individuals and co-operatives,

5.3.5 Social services.

Guidelines have been established for the
Provision of education, health, welfare, employ-
‘t'“t and rural development services in the new
owns and villages, While based on present poli-
0les, they note deficiencies in existing stan-

8 that could affect the development of the

a?.:%:ct areas and incorporate suggested improve-

5.3.6 local commerce.

There should be a programme to attract
g;aﬂple of potential entrepreneurial ability to
Project areas to staff local nh:fs; markets,
hmiorarta and other commercial activities.
emises will have to be provided in advance and
gg:trolled initia.ui by experienced people c:gl-
oot of training settlers for a full manageme
ownership role.

5.3.7 Implementation.

** The orgenisational, manpower, and plant
- quirements for project development have been
o:;ﬂnad in relation to exist capacity. Three
Clusions should be emphasised:-
1) priority projecte already underway in
Johor will abscrb’ ail availabie Zapacity until

fter 1975 ¢ in the
Project or any new developments
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4i) 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.



CHAPTER 6

GANTSATION:

6.1 SE Johor Development Corporation

It is proposed that there should be an
overall orgmisation for plamming and control of
implementation by the various agencies. 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 and to execute it directly through
its own organisation (e.g. engineering services)
or through subsidiaries (e.g. 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
a 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 decisions be taken
quickly on these proposals and that, if they are
approved in principle, the General Manager be
appointed 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 developments and changing conditions
elsevhere in the State of Johor and in neighbouring
States., Arrangements will need to be made for
aonaiﬁerlngﬂthe implications for this wider region
of the ra 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 development. This will
require a regional plamming effort, undertaken in
greater detail and on the basis of more specific
regional and local information than it has been up

to now - except in the South East Johor Project
iteelf.

It is therefore proposed that,

(1) when the SE Johor Steering Committee
ceases to exist with the completion of the Master
Flan, or earlier, the Federal and State Govern=
ments establish a small group of senior officers
from Ministries and agencies concerned with the
formulation of development proposals and their
execution, to consider and make policy recommenda-
tions for the wider region.

(11) The national plemning units, in coopera=
tion with the State of Johor and neighhourins
States, continue and in time expand the collec-
tion and analysis of regional and local informa-
tion required for suweh policy recommendations.

6.2 Agricultural production agencies
A range of public and private sector

agricultural Er- uction agencies has been consi-
dered: five broad classes of agencies are
discussed here. They are examined in more detail
in Supporting Report VIII and in supplementary
papers on soclological studies and on estates

er public sector auspices. The cambination of
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agencies 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) public sector

b o) 3
estates s%&gﬁmiment to
transfer ownership of land to smallholders or
cooperatives, normally in a fixed number of
unigzm 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
developing the largest acreage of new
main example is FIDA,

(2) Public farmg: public se:tgr
which begin wi’cht commitment to
transfergof or :r;ya fixed number of initial
‘gettlers', either in individunal lota 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 emplo{eea and others.
They can also incorporate established private
expertise (and, possibly, ecapital) in various
ways.

A public farm may adopt various policies on
the distribution of ingtmarto ."L:s mflgg:gl:é‘ @
ranging from the payment of a 'targe
each, with the balance 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.
Workers

(3) W over 100 acres,
receive wages or salaries. Profits are retained
by the owners, whether individuals or companies.

(4) v d , including 'small
snanholdﬁai of up to acres and larger
smallholdings or family farms ranging in size up
to 100 acres. Family workers receive all income
apart from wages tn casual labour.

G’WW in which
the agri ural workers are members of the

cooperative society. Members receive all income.

The distinction between the public and

sriﬂte categories lies 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 schemes,
for example, is to help smallholders or coopera=
tors to establish cultivation on new land, which
they will eventually own and manage independently.
The amount of public sector assistance, control
over managem and finance supplied can range
from the full provision of services and finance
as by FIDA down to provision of loanas to 8

of experienced farmers in cooperatives, with
limited publiec supervision.

6.2,1 Evaluation: organisations and objectives.

s The ta’b].ao;t th; m oilthil u::io:n r::;
8e classes agricultural produc
according to their contribution towards objectives.

present
land; the

estates
eventual




The following paragraphe brie lain
criteria usag.p v y b %y

It is here assumed that all classes of
can and do maintain high standards of cultiva: ior?:
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
;gtnciont capital and to employ competent manage-

Reduct £

To bring rural poor,
Malays, with little or no capital and often with
little previous knowledge or experience, into
l'mtiaryi.ng work in modern agriculture requires a
package'. This 'package' must include capital,

ti
the majority being

management and terms and conditions which aa.tis:f{y
r

realistic aspirations for higher in
8ome independence and asset %ne“mcg:nshg:our
schemes offer land ownership with a package of
oredit, mamagement, training, services, house and
& prospect of relatively high incomes. But
iichoms which offer land ownership alone with
ttle or no supporting package provide much less
prospect of satisfaction to those with 1little
capital or previous skill. Employment on private
estates also offers a package of capital and
maregement, but often with little security or
ependence,

P Public farms with a variable labour force
10 not offer prospects of land ownership, at
rmt in their early stages. They must there-
ore offer 'packages', including capital and
banagement, which are attractive in different
::::r ;trsaaonably good incomes from the start,
el ¥ (through guaranteed employment, pension
Eoation’ 1n controly aset semtaitie toe
asset acquis n (e.g.
through share issue) ete. s adic

Items 1-5 in the table are ¢

oncerned with
gn:xtant to which the different classes of
o tg‘neet the need for capital and management
rivate aspirations of workers. The rankings for

est
o anplg y:::? are lower than would apply to the

One point requires comment: it

G : ems 2b and 2¢
;:;d" initial incomes per worker and per house-
et ¢ Incomes during the immature period are
rxal or fulltime work on private estates and
i ncui greater incomes on public farms. Both
P pub{ Oy more than one worker per household.

s ic settlement schemes under current
ans) o the initial incomes (including personal
FIDL 'agre low: $70 per month per household on
fang1y emes and even lower on the "low cost
it b"tlm‘c‘th'.mumt schemes" proposed for the SMP,
oty these low incomes do not improve the the
Most orotggaitian of new settler households.
&reas 113 new developed land in the project
10 150 be under immature orops in the period
Vi1 a1 Areas under public settlement schemes
ﬂhjnoumu’ contribute nothing to the first NEP

Ve during the 1970's unless initial
are raised,

Item 6 rer.
Thy, ers to the selection of workers.
mm:u%dh‘be largely self-gselection, by
thoge v t production agencies will attract
o:n development is intended to benefit -
Possip ;‘;. Malays, youth, Purther selection is
PrOportion public agencies, which can control
oy t’ of ethnic groups to ensure adequate
gmtmﬂ ion of Malays or other groups. blic
;uln... g;rmglziog:n ugf workers on private
irst ovner of th ] .t after approval of the
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Employment and growth

Items 7-10 are concerned with employment,
innovation, and flexibility of land/labpur pro-
portions, which affect long run growth potential.

The amount 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 g!.m

t . Rate of growth overall depends
on rate and 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, umder private agencies.

Management and Innovation

Private estates run on a commercial basis,
especially when profits are not easy to maintain
or increase, have strong incentives to employ
efficient management, to adapt 21:10&1,7 to changes
in markets and to adopt innovation in production
techniques, processing and marketing. All these
considerations apply now, and are ely 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
farmers need an effective external extension
gervice.

Established private estate companies may
also have considerable advantages, both in
recruitment and effective use of management staff.
Public sector agencies, particularly newly estab=-
l1ished 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
leas liable to t ake risks in innovation. If they
do not maintain standards and constantly pursue
improvements, they will be unable to expand full
time employment or to fulfil their training func-
tion. The fact that public sector agencies gan
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 and rubber, and probably
for the new agricultural enterprises under con=-
sideration, many or most of the management advan-
tages of private estates can be obtained by
public sector agencies t the employment of
managing agents on suitable terms.

Constraints of personnel and public finance

Present apparent scarcity of management and
other skilled staff implies a preference for forms
of organisation which economise on these inputs.
Independent smallholding farmers provide their
ovn management of cultivation (in response to
market indicators) with a relatively small current
input of technical advice from outside; but they
must be ekilled, if high standards are to be
maintained.

A11 the other classes require similar numbers
of managers and supervisory staff for similar
numbers of warkers.

It may be possible to effeot economies of
management on new schemes managed by
FIDA and 8 narrowing the range
of the mamagers' responsibilities to matters con-
nected with production, by separating off

T agencies b



g:im.etrs;im ol:E hou.;ingtﬁd t!l:e vinage,toangh:{
ucing the number of se er

which can supply the required ].a.%ou.r u.e. redu-
cing the deliberate creation of under employment).

In the known crops of oil palms and rubber
it ia probable that serious shortage of mana-
erial persomnel for the accelerated national
development programme can be overcome within
a few years by appointment now of additional
trainees on FLDA schemes and private estates, at
Government expense.

A desire to limit immediate public finance
requirements may lead to a preference for
privately financed agencies and for schemes ini-
tiated 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 g:streaaed
that it is misleading if taken as a measure of
the "cost to public finance". When this is
measured over time, by the net present value of
public finance flows, the result in most eases
is a gain to public finance - i.e, the invest-
mente are profitable to Govermment revenue., Ranked
in order of descending n to public finance are:
- private estates (withou? tax concessions),
public farms which retain a proportion of income
for public sector purposes, other public farms and
settlement schemes. this measure, smallholders
schemes which are partly assisted by public grant
are the most costly, apart from "cheap" schemes in
which initial inputs are reduced so far that they
require rehabilitation later. (See supplementary
paper on Land Development and Public Finance),

TABLE 6.1 Compar

Reduction of economic disparities

Outside agency supplies initial management and
capital

Income levels and distribution

a. proportion of income distributed to workers

b. 4initial income pe
¢. initial income pe

later income per h
d. when crop price hig
e. when crop price low
Security

Independence/control at work = initial
= eventual

Asset acquisition in time

6. BSelection of workers
a. self-selection Malays without capital
b. furtber public authority selection

Enployment and growth
Under-employment possible

Base of introduction of innovation/
diversification

9. Flexibility of land/labour proportions

Inputs
10. Public - finance

a, m public finance over time
b. cost to public finance

11, Management input required

80

EKEY:
+
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++++ ranked highest
ranked lowest

6.2,2 Conclusion

Public agencies have advantages for reducing
disparities: they provide capital and management, |
they can ensure that income is widely spread, and L
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 agencies 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 QOther Sectors
6.3.1 PForestry.

A number of recommendations are made in
Chapter 2 for new enterprises in logging and
forest industry. In view of the great importance
of expeditious and thorough logging, an organisa-
tion is proposed in which Government participates
with local interests and possibly an experienced
overseas firm. The new modern sawmill suggested
for producing high value items should also be
established and owned by the Govermnment (and pos-
sibly the State Economic Development Corporation

Public Publie \'d S
Settlement Farms Estates mall- oopera-
yes yes yes no no
all high wages all all

only

+ b ++ none from land
+ +H++ +++ none from land
4 R 444 bt ot
+ b o - B
4+ ++ + +++ +++
+ + + ++++ ot
+4+++ 4 K +H++ 4+
++++ +++ + +4+++ ++++
e bt B n.a. n.a.
yes yes no n.a, n.a.
yes yes no yes yes
++ ++4+ e - +

+ +4++ +++ + ++

+ +++ Hhdt ++ ++
+++ 4 + + +
+++ +4++ A + +++




if it has access to capital), but operated by
apecialist managing agents. Sevsrn{ very impor-
tant technical and marketing studies should be
undertaken either by Kepong or the commercially
oriented experimental unit proposed for the
project area. These include chipging reaidual
timber, the manufacture of block board from
smaller trees and chipboard.

6.3.2 Tourism.

A speciel organisation will be needed if
rapid growth of tourism is to be achieved, if
high returms to State and Federal Governments 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 attracting 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 firat 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 can be used
= for housing, far example - will depend on
decisions arising out of this R t. PFinancial
institutions which may appropriate and necessary
must be dependent on the main types of develop-
ment agency selected and, in particular, on the
establishment of the proposed Development
Corporation. It will be necessary for master
planning guidelines to be agreed before specific
proposals in this context can be worked up.
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CHAPTER 7
ALTERNATIVE STRATEOTES

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

The main outstanding variable is the mix of the
various ty-ﬁu of land development or%aniaatians
discussed the previous chapter.

may produce differences in rate of growth, employ-

ment, income distribution, participation, and other

dependent variables.

T:1¢Q n acteristi

All the strategies described below share the
following features -

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

(11) 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 cholce 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 Alternative 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
i:ivate participation in the development of land
the project areas. There are therefore two
ba.sicau{ contrasted strategies - one with a
relatively high level of public participation
E?S 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 is defined as the share of agri-
cultural production by public or private agencies.

Two other important variables are -

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

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

Variations in these components have significant
effects only with a higgalla'rol of public partici-
pation. Hence there are four alternative
strategies:~

1 75 percent public, exist organisa-
tions, mainly FLDA i =

2A 75 percent public, high portion of
public farms, fulltime werk

2B 75 percent public, high proportion of
public farms, deliberate partial
employment.

3 40 percent public, 60 percent private.

The principal differences between the stra-
tegies are:-

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

ifferent mixes

starting point for comparison.

(1i) 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
agsumed 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).

(iv) In strategies 2A, 2B and 3, the private
share ig assumed to be divided equally
between smallholdings and estates. 1In
strategy 3 the high private share is
assumed to require some incentives not
necessary in %ha other strategies.

7.3 Implementation

Assumptions about implementation are ex-
plained in this section and in Supporting Report
No.XII.

Strategy 1 assumes no change in organisation
or methods. Seventy-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, publfc settlement schemes, &x)-ivate estates
and private smallholdings (up to 100 acres) in
various proportions, as shown in Table 7.1. Co-

(111)

operatives may develop on the public schemes, or
with private finance as estates.

2 2B 3

Public farms 50 20

Public settlement schemes 25 20

Private estates 12% 30

Private smallholdings 12% 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
Corporation and/or a new ?et‘tler:.;ll.i ﬁbﬁc fa:é‘:u .
agenc using managing agents Y

might be establishod by PLDA: but the sdvantages
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
FIDA 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 schemee than in later periods. From 1974 or
1975 onwards it is further assumed that FLDA will
continue to organise the eclearing and planting of
a large part of the areas, but will transfer
perhaps 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
size 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 uickly,
this may suggest alterations in the planna&
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 sﬂ).mulated
initially by the avai]abilig of land itself and
by iublic expenditure on land development,

:deg onal roads and other infrastructure, and that
itional injections of public expenditure are
given when further stimulus seems necessary.
08t of the additional incentives which might be
considered are matters of national policy and
::miwt be applied only in the project areas,
: ts assumed in strategy 3 that the public
Yisian of hervest ronse SiSeiiIheseLtes, oy
8t roads and v e slite
ticularly for smallholders. i i<

7.4 Eveluation

& It will be clear from earlier sections of the
port, and especially from chapters 4 and 6, that
b choice of a strategy involves many uncertain-
i and conflicting considerations. The precise
dacimie of any strategy will depend upon many
= Tabons made in the course of implementing it.
nmb: le 7.2 the strategies are ranked ta
bty T of criteria in accordance with what is con-
éred to be their most likely outcome. The

But

ability to res
pond adequately to chang needs and
:onditiona is itself one of the criterii:sfor selec-

ing the best strategy.

A high public share in development seems
°:::rlat1a1, in the first stages at least of the
oment of the areas, for the achievement of
“ta?atioml objectives and, in particular, to
1!100:: public control over the distribution of
Rates arﬂlploymemt and eventual land ownership.
uam: growth of production and employment are
ed to be similar in all strategies; but
atrit“e more uncertain in Strategy 3. This
i egy ranks lowest in terms of reduction of
“tw. orcddiaparities. Provided that the assumed
Pro ntablwelopmnt is considered privately
18 Jaset'l the initial input of private fimance
y sgcr than in other strategies. The gross
th °b public finance is therefore smaller -
m“"h Y less than in proportion to the decline

rrmth‘hpublic share of production and returns

of m:estnent. Thie difference between sources
veen lt::: sSums up an essential difference bet-

3 and the others - strategy 3
“m::";e evelopment by and for those who now
Mntphtu whereas the others emphasise deve-
capitay . Yy and for those who now do not have

National

be capacity for land development must

ted"m‘:ﬁ to meet the targets of the accelera-

the opm 41y LOPmeNt programme, The choice of
hat 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. Strategies
2A and 2B introduce a new and adaptable form of
public agricultural groduotion agency and inno-
vations in methods of settlement; they 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: they are flexible enough to allow
changes 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 periode 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
larg untried. It is essential that public
farms be well ma ad 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 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 achieved, as explained in Chapter 4.4, by
using the balance remaining 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., Jobs 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 underemployment, thro 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 groportion of the
working population are employed from the start,
and receiving incomes at least as high as in
gimilar work elsewhere. Not least is the gain
from creation of an atmosphere of high activity
in the area. This point may be particularly
important in the early stages of development of



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

Pinally, the additional number of gob 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

a

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

gﬁj,gﬁ;m &alx' and increase in numbers of
potential workers per household over time. No
allowance is made for other immigrants, nor for
emigration.

5. Households = Thousands: assumptions as in 4.
6. Gross public fimance input - Million dollars:
Total costs of housing and infrastructure vary

T

c son ernative Strategies : icul tural uction
Existing High Public High Private
Organisations
1 24 2B 3
Public proportion 75% 75% 5% 40%
ITEM Year 10 20 10 20 10 20 10 20
1. ACREAGE CLEARED Thousand
(CUMULATIVE) acres 198 285 215 285 215 285 215 285
2, GROSS SALES Million dollars 67 190 7 190 73 190 13 190
3. LABOUR REQUIREMENTS Thousand jobs  13.2 25.3 16.5 27.1 16.5 27.1 16.5 27.1
IN FULL TIME WORK
4. LABOUR FORCE AVAILABLE Thousand 19.4 48.2 16.5 34.9 23.1 48.9 16.5 34.9
5. HOUSEHOLDS Thousand 10.2 20.0 8.7 14.3 12.2 20.0 8.7 14.3
6. GROSS PUBLIC FINANCE Million dollars
INPUT
7.1 Years 1 -10 300 330 350 280
3 10 - 20+ 310 260 270 180
T. Reduction of economic disparities
a. Development by those without capital +++ e e ”:
b. High share of income to workers bt +++ +4+ +
¢. Comparative income per worker e ER + +++
d. Workers' incomes during 1970's + +a b +4++ ++
e. control over Malay share in
employment RS +4 +++ +
f. Retention of publiec or Malay share
in land ownership et ot 4t +
8. Choice of Employer < e +A+ 4
9. Housing separate from employment . et 444 +++
10. Flexibility + b +ot +++
11. Management and Innovation ++ -+ + =+

Hotes on Table

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

1. Acreage cleared (cumulative) - Thousand acres:

These are areas cleared by contractors; The
areas settled by permanent poeuhtion will be
smaller at the da + Very similar rates
of development have been assumed under all stra-
tegies; the rate of strategy 3 is aub%:ct to

f the others.

greater uncertainty than that o

2. Gross Salees of agricultural produce - Million
dollars: common to strategies 24, 2B, 3
Labour requirements in

.

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

4. Labour force available - Thousands :

3.

with population: in 1, 2A and 2B all infrastruc-
ture and the bulk of housing is asaumed 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 etec. (See note on public finance at end
of Chapter 6,2). The figures 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
+++
++++ : highest, + : lowest.




A1l these figures are intended only to 1llus- Table 7.4 d
trate possible orders of magnitude for comparison

between strategies. They relate only to agricul-

Pro Jecte p
Johor: 1990
tural produwtion and to the labour force and Major centres

population associated with it. The other develop-

ments proposed for the project areas are common Kluang and Kota Tinggi

to all strategies. New towns in project areas

7.5 QOverall results
Tables 7.3 and 7.4 set out the possible

effects of the proposed developments on employ- Minor centres
ment and population in and adjoining the project Existing and proposed
areas, large villages

A proportion of the service jobs created New master villages in
indirectly by project developments and the project oreas

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 Bura) gettlements
19921wou1d be in agriculture. After 1990 Existing villages
continued growth of tourism and related services
would provide additional employment for the Dgel:ggen‘ba alrendy
increasing labour force in the areas. The majo- Propo
rity of the new population entering the areas Project developments

initially for employment in agriculture may be

assumed to be Malay. Provided that steps are

Ialt:entto provide training and to assist entry

nto tourism and services Malay participation pula

in these mainly urban activities can be ensured. Total po How

(numbers)
225,000
70,000

295,000 62 percent

23,500

17,500
41,000 8 percent

45,000

17,500
78,500

141,000 30 percent

477,000 100 percent

Jobs in (i) Teading 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 total 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-
g?nggoia likely to be between 83,600 and



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
strategies 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
particularly urgent.

8.2 The Implementing Agency

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, bearing 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
provide and maintain the stimulus necessary for
the 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 essen-
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 farms (assuming these are
accepted).

(d) arrangements with managing agents for
development of tourism.

(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
Plan, It is recommended that this appointment

should be made as soon as possible and
not later than April 1971.p° Fr i < e

8‘3

FrlQ v proijects 0 mplemants oI

The terms of reference require selection of
%:l‘iority projects for early implementation.
ese are diverse in nature and require coordi-
nation by a strong central suthorigy. They com-
prise essentially:-

8.3.1 (a) The establishment at an early date of
organisations and facilities to utilise and
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
ir tim’ger supplies are not to be wasted, an
obatacles to planned agricultural and infrastruc-
tural development are to be avoided. Provision
has been made for logging 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 Segtember 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 logging in order to encourage greater
extraction and utilisation and to increase public
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.%.4 Purther investigations to confirm wider
opportunities for diversified agricultural
enterprises, based upon adequate performance data,
with particular reference to hybrid coconuts :a.nu.‘l‘l
cocoa and some aspects of pinreapples, cassava an
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
rovision of other infrastructural facilities.
goad 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

st the effects of changes of land use on the
p&{; cal environment and river regimes; which

W also ensure that future decisions on water
development can be properly based on sound hydro-
logical data. This decision is more significant
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 the
end of February 1971.

8.4 Qther Decigions

Other items of less immediate urgency are
listed below as matters of principle or detail.
Ttems under (Detail) heading and marked thus (+)
affect implementation of the Master Plan rather




than preparation of the Master Plan itself.
PRINCIPLE

8.4,1 Land

Procedures should be set down for the
early and rapid alienation of land to
the proposed Development Corporation
for sub-allocation as required, affording
greater crop choice compatible with good

land use,

8.4.2 VWater
Measures for meeting future water demands
within and outside the Flan area need to
be agreed by the authorities concerned.
It will also be necessary to detemmine the
relationship between the management of
water development and the proposed Develop-
ment Corporation.

8.4.3 Forestry
Logging and processing
Coordination with infrastructure
Research facilities
Cattle multiplication centres
Tree crop nurseries
The desirability of establishing a country-
wide organisation to aid the national
expansion of the cattle industry.
Management for accelerated land develop-
ment programme.

8.4.5 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 Natural environment
Acceptance of the need to
biological communities in
Penggerang,

reserve
an jong

8:4.7 Organigations

(a) The role of FIDA. The overall role
would be affected by the strategy or
combination of etrategies selected.

27

RETAIL

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

Reservation of river catchments, in
those of the 5. Kahang, Linggiu and
be required.

Eﬂrtioular
ebam, may

(a ) combination or independence of logging and
processing activities (b) purchase of logs in
a free market by the timber processing
organisation,

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

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

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

ment to FIDA/private estates of additional

+Appoint
managers (paid for by Govermment).

trainee

(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 3. Johor and S, Sayong to provide acceds to
southern Johor Tengah.

+(e) Road cmstruction over 16 miles from FILDA
Kulai northwards into Johor Tengah.

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

Rescinding or restricting land aliemation orders
for silica sand extraction in Penggerang, in
view of wider development implicationa.

Reservation of the G. Blumut and G. Panti as
National Park, Forest and Game Reserves.

Assum gtrategy other than 1 is selected,
increas concentration by FIDA, in the South
East Johor Project areas, on land development,
transferr the greater part of the land, once
developed, other agenclies.

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



ERINCIPLE

8.4.7

(b) Creation of public farms

(¢) Private development

DETAIL

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

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




SUPPORTING REPORT XI
OBJECTIVES

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.

2, iEE NEP AQ]?JBC".['I\?EQ AND MATAY/NON-MALAY

The genersl interpretation of the first NEP
objective - the reduction of disparity in incomes
between rich and poor - requires measuree 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

preparation of the Master Plan for the project
areas.

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

The national development programme comprises
:ﬂny projects, in some of which Malay pnrticign-
lt:n is intentionally high, while in others it is
sl with some total combined result. The deve=
opment of South East Johor is sufficiently large
and diverse to be treated in a similar way. Thus
:nm ageoiﬁc prodic tion units =~ for example some
dividual settlement schemes - may be almost
entirely Malay; but in none of the lead
sectors as a whole is it assumed that the Federal
or State Governments will decide to aim at a
mportion of Malays much higher than the two
ht:ds or so Malay proportion of the rural popu-
Pro;::tiﬁ Jol;o;.hln some economic sectors tge
n o a ts will be muc
lower than this, ot g

In the new agricultural activities it is
;&msa that a target may be adog;od of T0-T5
&mm Malay participation. A higher target
po not seem desirable, partly on general

unds that new opportunities should be open to
“h:thnic groups, partly for specific reasons
nex ed to particular activities. In the main

:otivity of dairy farming, for example,
m cipation of Indian cattle-owners will be
18 1:-'l!‘Ib].e if the rate of growth of cattle numbers
in 0 be reasonably high. The most important
ml‘:gt of the adoption of such a target would be
m' Pr:%)ort%ggs orhyoutha s:llloct ttar o

pu ¢ schemes or oint ven es

under public auspices, :

oonmn‘ the new activity of tourism, similar
s erations apply. Given the heavy dependence
:“rian development on the Singapore market
u.m::nectim, a strong Chinese element is
to § al. If the development grows large enough
1“.‘;:"11? a local training centre, a target
the of 50 percent Malay, 50 percent non-Malay
anig might be adopted: this could provide the
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 uction, conflicting
considerations arise. If the proposed em is
on public farms is adopted, it is intended that
these should recruit workers on normal qploz:nt
criteria of skill, experience etc., rather t
"gelecting settlers" for permanent settlement.

It is also proposed that the market for private
land and scquisition of house and shop lots in
villages should be as free from restrictions as
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
mrivate holders. In the short or medium term, a
very high proportion of the additional employment
for otherwise unemployed Malays would improve
their relative economic ition; but in the
longer run, correction of imbalances between
ethnic groups requires maintenance and perhaps an
increase of the non-Malay population o:gf-d in
agriculture in rural areas. Assuming s 1n
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 lese than two thirds, this may be accep-
table. It is not proposed %ht any one grodmtion
unit should itself aim at this or eny other
specific proportion - it ghould recruit from
among those who apply. The mix of nrgp.nnatim
can be adjusted as development proceeds if the
actual out-turn differs markedly from the desired
proportion. Adoption of & non ay proportion
of one third or more implies that some publie
schemes must be set up which attract non-Malaye
as much as Malays.

Questions arise on the extent to which appli-
cations for work or for land should be deliberate-
1y invited from outeide the State of Johor, and
on whether they should be rcgrdod as in any way
different from applications from Johor residents.

Guidance on this last point and confirmation
or modification of the assumptions outlined
earlier in this section will be required for
Master Plan preparation.

5 QUAR P MEASURE QF ECONOMLC E R
3,1 The extent of economic disparity between
ethnic gro is described, in the pa?or of
18 March, 1 on the New Bconomic Policy', as

the excess of "average income per capita of non-
g" over that of Malays. is excess i8
estimated at 75 percent or more. This section is
concerned with the quantitative meesure of die-
parity and with the implications of possible
interpretations for the South East Johor Project.

1 Jabatan Perdana N
’ » : issued to the Director
General, Bconomic Planning Unit, by the Chief
Secpetary to Govermment 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 grades of
Malay and non-Malay workers ete.). "Produc-
tivity" equals Value Added, so the measure com-
pares averages of Total Value Added in various
activities divided by the number of workers
emplo 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) personal chﬂeg received
by Malay and non-Malay members of the labour
force (including unemployed). Nor, of course,
does it indicate the difference between me
incomes received by Malays and non-Malays
median would take some account of the distribu-
tion of incomes within a sector or an ethnic

grox):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 peraonal incomes received, This
is consistent with the presentation of this
objective as the reduction in the gap between
"haves" and "have-nots", which indicates em is
on raising the absolute income level (and, if
possible, also the relative level) of the poorest
gonpa of the population - the lower paid workers,

e unemployed and the seriously underemployed.

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

m;;g_% 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
scope for increase. Where, after deduction of
costs of capital and skilled personnel, the

er 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 -
W.or the value added per worker is important

e

emphasis is on improving the economic
position of the poor. p s

If disparity is measured by value added per
this leaves out of account the

effects providing additional paid employment
for the now unemployed, even at relatively low
wage rates, Value added per employed worker can
very often be increased merely by replaci
unskilled labour with capital: if this reduces
employment, the average economic position of the
poorest groups is worsened. An example relevant
to 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 &8s many men per acre, at
s8lightly lower average wages. Clearly, in an

per on Ha

2 The DNU

: pble
sultants, may cover this point and oth
msde 1atér in this wecticn, ovher podats

unemployment situation, manual methods are nor=
mally to be preferred Egs the comparison using
shadow wages indicates) if the outcome is the
same; but use of mechanical methods would appear
%o contribute more to measured reduction of

disparity, if the measure is confined to employed
workers.
3.2 Conclusions

Our interpretation of the first objective of

the N.E.P., with respect to the majority of the
potential workers in the South East Johor Project
areas, is that we should be concerned with

a) possible improvememnts in the economic
ggaition 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 wnemployed.

Examples of some implications are:

a) this quantitative measure will take
sccount 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 poor 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
paid 1ittle or nothing, during that time
this does contribute to the first
N.E.P, objective. That is, the creation
of employment, in the second objective,
is interpreted as, eferably, the crea=
tion of income-e employment.

¢) techniques which provide more employment
are prgrerred 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.




SUPPORTING REPORT XII
ALTERNATIVE STRATEGIES

1. INTRODUCTION

1.1 In Chapter 7 of the Draft Project Report
four alternative strategies are compared. Th
supporting report contains explanations of the
assumptions 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
(Sections 4 and 5). Values of items 1-6 are
given in Table 1 of this report at 5 yearly
intervals.

The four strategies in the Draft Project
Report are:-

1 75 percent public, existing organisa-
tions

24 75 percent public, high proportion of
public farms fulltime work

2B 75 percent public, high proportion of
public farms, deliverate partial

employment
3 40 percent public, 60 percent private.
2. ASSUMPTIONS
2.1 ect a

2.1.1 For the purposes of comparison, the area
has been taken as 285,000 acres suitable for
agricultural development. Of these 105,000 acres

are in Tanjong Pe
g J ng nggerang and 180,000 acres in

2,1.2 The net area is averaged at 8 rcent of
the gross area. e« T

2.2 Forestry and Tourism

The logging pattern, timber utilisation and
tourist development are assumed to be the same in
all strategies, The comparison is therefore
confined to agricultural production and associa-
ted employment and population.

2.3

gte of Land Development : Acreage
All four strategies assume clearance of the
whole 285,000 screaogy year 20, and very similar
rates of clearance in years 1-5.

“mtlggrmestintrges gf c%;armo be tween Y
strategies 24 3 appear parti-
oularly in years 6-10, when "30.0(')0 acres are

&ssumed cleared in strategy | compared with 110,000

;:l'l! in the other three strategies. This dif-

rence arises from assumptions of a somewhat lower

Tate of road construction by existing capacity of
(15“4 a roughly constant annual rate of clearance

000 ac 3
r;tw 1f*u p.a.) by FLDA, the main agency in

2.4 Gross sales

of agricultural produce (in
:’-nlﬁm of dollars). (item 2) depend on acreages
.houtmﬂly cleared and planted using assumptions

eld
't!‘lt.g...' and prices which are common to all

2.5 labour r
equirements (item 3) are expressed
?”““b'rl of workers in fulltime work required
pm'll‘icultural rodw tion., They depend on
Ously planted acreages.

An average of ome fulltime worker to 8 acres
::r:’“ land is assumed for workers brought in to
I-ftu»w developed land up to year 9. There-
works, 0¢ ratio is assumed to rise to 1 fulltime .

T to 10 acres of crop land.

Strategy 1 has a lower labour requirement
than the other strategies for the full 285,000
acres (in year 20 and later) because a larger
proportion of the land is brought under cultiva-
tion in years 10-20.

Table 1 51
sting  High  High
Organi- Public Private
sations
Year 1 afirs s gyl tite
1. ACREACE 5 108 105 105 105
c
A TrD.. 10, 7198, C21541°215 215
Thousand acres)i5 270 265 265 265
20 285 285 285 285
2, GROSS SALES 5 "1 11 11
(an dollars) 4 67 73 T3 T3
15 149 146 146 146
20 189 189 189 189
50 223 223 223 223
3, LABOUR 5 glgEeasiy 8. 5T
REQUIREMENTS :
i e 10 13.2 16.5 16.5 16.5
WORK 15 20.3 24.2 24.2 24,2
(Thousand Jobs) 55 25,3 27.1 27.1 27.1
20+ 26.2 28,0 28,0 28.0
4. LABOUR FORCE 5 4.6 Sy 5@ v gl
AVAILABLE 10 19.5 16.5 23.1 16.5
dgmid 15 33.9 26,0 36.3 26.0
20 48.2 %4.9 48.9 34.9
25 54.0 39.5 55.5 39.5
5. HOUSEHOLDS 5 TS N e o SRR
(Thousand) 10 10.2 8.7 12.2 8.7
15 16.1 12,7 17.8 12.7
20 20.1 14.3 20.0 14.3
25 20.3 14.7 20.6 14.7
6. GROSS r%c 1-5 88 119 123 99
FINANCE INPUT ¢ 40 249 215 226 183
. SO s 11-15 196 158 164 118

16-20 98 80 84 52
D+ 16 21 23 1"

strategies households are assumed
i S joctagirn.s with the head of the
on average, 30 years, and with an
average of 1.9 workers ﬁr household, ris to
2.8 workers per househo after 10 years of resi-
dence. These averages are besed on information
about household formation obtained in sociological
field studies.

2.6.1
to enter the
household ofa ’



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

In strategy 1 land under FLDA 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 1In strategies 2A, 2B and 3 and other orga-
nisations in strategy 1, the numbers of house-
holds and workers depenti 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 cle
pla:ging = work which under FIDA is
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 year 10 and then begins to
exceed requirements as the average number of
workers per household rises.

one by con-

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 agricultural
work is taken as 40 percent more than the number
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 assumptions could be made
which would have similar general effects.

The assumptions in 2.6.4 and 2.6.5 are
discussed further in section 3 below.

2.7 "Development Costs"

Item 6 in the table shows comparative
figures of the public finance components of
the "development costs" of agriculture and infra-
structure in the four strategies. The main
difference in the public component appears in the
comparison between atratc? » With high private

A

share, and strategies 1 and 2B, with hi
public share, . ) *

"Development costs" are defined below. It
must be emphasised that the figures given in the

table are intended for purposes of illustrative
comparison only.

2.7.1

Agricultural "Development Costs" - Common
Assumptions.

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

2 For the furpoaon of nu:{aﬁsm only, the
average input of capital is taken to be
$1510 per net cropped acre. This is the
negative cash flow for an ave acre

developed with oil palm and rubber 50/50,

3 Most cropping patterns are assumed to be
similar - tests have in fact shown eimilar

financial outcomes for several realistie
balances of crops.

4 The average year of expenditure is teken 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
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 comparison.
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
of the income from early development for
later inveatment.

6 Housing for workers is not 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 5
wholly financed from private sources. Strategy
assumes 60 percent of agricultural production
under private agencies - half estates and half
smallholders. In this strategy it is assumed i
that some public funds are used to provide incen
tives for smallholders, For the purposes of
this exereise it is assumed that half the small-
holders' land will be cleared amd all will b;rd
provided with roads of harvesting road stand o
at public expense either as grants or as loans v
the smallholders, The costs assumed are $170 pe
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,.

could be

Recurrent costs are excluded (these
taken aa 5 peroent of total capital invested
at any point in time).

t
Capital costs are grgss and take no accoun
of return flows.
2 Bources of data and estimates were:

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

2, Jengkn Stage 11 Estimates FIDA in gon-
junction with JKR (also KA Report).

3. A Project Survey of current costs gh“’n'
tract and direct labour in Johor (JKR,
FIDA, etc.).

4. Advice from other central Government .
Departments - Dﬁ;rtuut of Telecommuni
cations; FIDA, y eto. ot

Wa

5. Other detailed Pﬂoat Studies, ©.8.
Costs by Binnie Partnersa.

Study




3 Meth 5  As
1. Village & Service Centre Costas. 14

(1) Por each region, the average acreage
served by each village was calculated.

(1) From this alternative acreages per full-
time worker in time, and alternative
workers per household assumptions for
each strategy could be applied to derive
an average number of households and popu-—
lation per village for each strategy at
each point in time. X

(111) The full components of a village

(Housing, roads, water supply, electri-
city, telephones, schools and other
public buildings, sewerage, open spaces,
gite development costs, etec.).

The proportion of costs fixed for each

village e.g. link roads, water supply

systems were calculated and separated

from the costs which varied with number

of families (housing, estate roads, ete.).

The village costs could then be adjusted
according to the number of households for 4.
each strategy in each year.

(iv) A similar exercise was undertaken for
Master Villages to include Secondary
Schools, Health Centres, etc.

2 ﬂgadg
(1) The initial estimates of traffic loadings

enabled a design standard and cost for
each stretch of road to be derived. 6

(11) The cost of each section could then be
taken off for each strategy.

(111) On the basis of a fifteen year clearance
programme phasing diagrams for road and
village construction were used to spread
expenditure over a number of years, as
appropriate for the type of area being
developed (areas to be logged; not to be
logged; areas with or without existing

;::eas, etc.) and the development agency

4 Constant assunptions
Village costs would be spread over 5 years,
with the following proportions in each 7
year of the 5 : 30, 30, 10, 10, 20. The
average intake period of population into
the village was taken as the third year.

Fixed and variable village costs were cal-
culated separately for Tanjong Penggerang
and Johor Tengah, related to the numbers
of households per village - assumed the

umptions varying Acoording to Strategy

Assumptions about rate of development,
labour force available etc. are as des-
cribed in previous sections.

Public/private proportions: in strategies
1, 2A and 2B all infrastructure costs are
assumed to be met initially from fublio
finance. In strategy 3 a proportion of
village development costs is assumed to
be privately financed (see 4).

For strategies 2A, 2B and 3 development

is assumed to proceed at a rate compatible
with the forestry clearance programme
simultaneously in both regions.

For strategy 1, assumption of JER regional
road building capacity at 8 miles per
annum, together with necessary village
links, village roads, and other secondary
routes. This would see an initial concen-
tration in Penggerang, with a major switch
to Johor Tengah only occurring in 1978.
Road and Village Costs phased accordingly.

In strategy 3, for smallholders, all vil-
lage development costs are assumed public-
ly financed; their housing is provided
and financed privately. A proportion of
%‘F‘%E‘ village development costs attri-

uta 1o households employed on private
estates is assumed to be recovered in
advance from the estates as part of an
inereased premium per acre of agricultural
land .

Comparative figures of gross input of
ublic finance for infrastructure under
zha various strategies are shown below in

millions of dollars.

Years 1 24 2B 3
0= 5 48.4 T1.4 T5.7 69.2
6-10 110.4 114.5 126.0 107.3
11=15 100.2 73.8 80.3% 68.5
16-20 60.1 46.5 49.7 43.7
20+ 16.1 1.4 12.0 10.7

TOTAL 335.0 317.0 344.0 300.0

For any dwolwant strategy for the
project areas, including one in which agri-
cultural development is 100 percent
private, the unavoidable gross input of
public finance - for regional roads,
secondary schools, water supplies etc.

for the whole region has been estimated

at around $225 million.

same in strategies 1 2B and the same
in strategies 2A and 3, As in Table 2.
Iable 2
1970-1980.]’0\10 Pans '981-'993011
Tanjo r 'anjong or
Village costs ngécgns Tengah Penggerang  Tengah
e ——
Average households per village (numbers)
Strategies 1 and 2B 475 550 396 458
3trategies 24 and 3 340 460 280 380
Variable cost per household (dollars) 5080 4720 5080 4720
Pixed 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 24 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.

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
conn ection with agricultural work and the later
growth in numbers of workers per household. The
different employment assumptions in strategies 2B
end 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 2A), 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 requiremsnts in
fulltime work. The "labour force available" is
io:?luig "]labour required", leaving no "spare

our".

In 2B, the "labour force available" exceeds
"labour required" 'bg 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

%,2.1 The agricultural workers will require
shope and other services in the village.

In 2A these services can only be provided by
other immigrant workers, additional to those
recruited for fulltime work in agriculture. To
compare this with possibilities in 2B, the fol-
loving 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 firset established,

M = :gs:ﬁg:;gtial workers immigrating to
I~A has been defined as "spare labour".

A is the same in strategies 2A and 2B

L is bigger in 2B than in 24

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

Discussion is in terms of relati
these variables. e e

Je2ee In 24
1. L= A

2, Hm&{be of any size equal to or
greater than S. Consider three
possibilities:~

(L) M=8; soL+M=A+8

(11) M is greater than 8, so that a
proportion of M are unemployed
or underemployed, which equals the
proportion of unemployment/under-
employed in similar areas else-
where;

(111) M is greater than in (ii), so that
the seme portion (as in (i1))
of L + M together are unemployed
or underemployed.

In (i) there is no unemplo
employment.

nt or under-
In (11i) the proportion of the total

village labour force (L + M) that is unemployed
or underemployed is smaller than it is elsewhere.
In (1ii) this proportion is the same a8 else~-
where.

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

3.2.3 In 2B.

In 2B the number of workers recruited for
aginulture exceeds labour requirements in full-
time work. But if the difference is not great,
the outcome in unamiloyment or underemployment in
the village can be the same in 2B as in 24A.
Indeed, if those who are initially recruited for
agriculture take service jobs, the first position
of no unemployment may be reached in 2B as well
as in 2A.

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

For example (i) and (iii):=

(1) H+L-A-3(solongasL-).innot
greater than 8)

orM+L =A+8S

M + L is greater than A+8 so tlat the

proportion unemployed or wnd eremployed
is the pame as in similar areas e1se-

rovided that L -

(1i1)

where.
3,2.4 In (i) some or all of the service obs 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. e assumeé
gurpou of creating partial employment in agricul~
ure is 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 greater than the 'ta.rget income "«
The larger total income from agriculture and
services, now (in (1)) received by L, could be
distributed as 'target incomes' to a larger numbe
of recipients; 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 2A, all or most of the service jobs are
£i1led by workers other than those recruited f°:‘
agriculture, who are additional immigrants to
village. These additional immigrants bring ad
tional households whose average numbef of worker
increases through time, The number of workers
households initially coming to the village for
:griwltural work o grows through time - 00

e assumptions used here the number increases 7
2B to 206 percent of labour requirements in i
culture by year 10, uauning no emigration.
service jobs are likely to be available for this
"gpare labour", if additional households have
entered the village earlier to provide gervices.

3,2.5 In practice, however, it is pable that
many of the service iobs will ve tag: by th’u,,t
"g (egricultural) labour", In most settl
gchemes, for example, there are pressures keep
down the number additional immigrants
encouraging the settlers to take on additional
gu't-t!.na work inside or outside the schemé

7 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 conflicts with
the original purpose of bringing in "spare labour"
(as indicated in 3.2.4 aboveg. The objective of
spreading "reasonable" incomes as widely as pos-
sible is no better served by bringing in people
who work full time, mixing 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
outeide. That is unless incomes from full-time
work outeide agriculture are well below the
"reasonable" level,

In sum -
1) The offer of full-time work om public
agricultural schemes does not prevent

underemployment from arising eventually
in the area;

2)

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.

lopment by a variety of agencies, public and
private. The choice of higher or lower public
participation is a choice of the e is to be
emphasis to be placed, in the initial establish-
ment of production, on agencies set up under
public auspices and financed in the early stages
from 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. '
gerha 8 all of the public schemes will be trans-
erred in various ways to private control and
ownership, some quite rapidly.

For example
24 by the year 26

a possible outcome of strategy
000 is shown below.

Develop~ Total project Year
ment area develop-
ment by
1971=75 1985-90 2000
(Percent) (Percent) (Percent)
ﬁgﬂ:ettlmn‘t 50-65* 20-25 5
(PLDA, PICRA etc.)
:::lic farms 10-25 50-55 15-25
vate estates 2 20=- 70-80
%4 smallholdings : 3
100 100 100

+
including FIDA development in
1971 in Tanjong Penggerang.

v ngl.)lio schemes are seen as instruments for
& velopment of agricultural production
tiof can be fitted to particular groups of par-

Pants. While they must be set up initially
hey rnment decision, it is not intended that
deta 8hould continue for long to be subject to
rityu.d; control and management by higher autho-
whioh obrur: rather that they should be frameworks
d“'lcman‘f ample scope for the exercise and
P‘P‘Gicimt.?r the individual initiative of
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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 tle early stages of project area
development, should be large - say, 20-30,000
acres - in order to give ample scope for grivate
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 agricul-
ture, infrastructure and processing facilities,
and of the criteria for ice of implementing
agencies }151:01! 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 may be taken up, at least in the first years
of development, Moreover there should be as few
restrictions on crop as are compatible with ﬁ:d
land use., It is desirable that some of the d
offered to smallholders in particular should be
already cleared and planted with a cover crop and
that, on otker land, emallholders should have the
opportunity to for clearance to be done for
them where possible. This could be done on hol~-
dings adjacent to new %:i.vatc estatea or public
farme which are being developed at the same time.
Athough in general it seems undesirable to place
minimum or maximum limits on size of amallholding,
there should be some preference for holdings of

not legs than 10 acres.

One purpose of making land available almost
without rgatriction. especially to smallholders,
is to allow private interests to add as much as
possible to the mate of land development pdrticu-
larly in the early years. It also provides
opportunities for certain groups who may not be
ughmtad to schemes under public sector auspices;
this point is developed in section 5, which is
ed with the different emphasis of strate~

concern
gles 2A and 3.
4.3 Public Famms

It is n;sjuted that public farms should be
established er a subsidiary of the South East
Johor Development Corporation, in cooperation on
some farms with the Johor State Economic Develop-

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

A subsidiary (or more than one) of the South
East Johor Development Corporation would have
advantages, including a common approach to the
Master Plan; but its control should be suffi-
ciently independent to ensure separation of
village and residence (villages will be estab=-
liehei by the Corporation) from employment.

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



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

farms should be managed initially by 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 managing agents and the sponsoring agency to
be cmn&gibls with maintenance of standards of
pmduoﬁon. The supply of competent manag:.ng
agents (local as well as expatriate) can expec=
ted to expand if growing demand for them is indi-
cated well in advance,

Even if public farms are all eatablished
under the auspices of one agency, it is important
that they should gradually adopt a variety of
forms of internal organisation and policies 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 enable 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 ¢ to maturity and then sell or rent the
greater p to smallholders in a form of nucleus
estate. OSome 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. 1In
these an important group of innovations will be
the gradual adaptation of patterns of work and
discipline to the preferred work habits 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-
ket processes are established a public farm
sho be in a position to take some risks - for
example in delegation. The risks can be limited -
e.g., 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 normally
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 longtemm
tenancy basis, and possibly to eventual sale,
8imilarly, there is room for experiment with
payment systems and flexibility and length of
hours of work.

In overall organisation and finance public
farms provide frameworks within which develop-
ments of workers' participation, the possible
establishment of cooperatives and various forms
of share issue and private financial participa-
tion can be tried out. Examples are given in
Supporting Report VIII and the supplementary
papers on sociological studies and estates under
public sector auspices. Oome experiments will
fail, but the effects of failure can be limited
within such a framework. Evaluation and compari-
son of these experimental developments will be
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 "reascnably
good® private estate employers, there my be little
gain from their establishment.

It should be noted that public farms are not,
in general, intended to recruit workers from par-
ticular ethnic groups. The great majority of
settlers selected for FIDA schemee 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 unemployment.

4.4 Bmallholdings

A substantial part of agricultural production
in strategies 2A and 2B and a yet larger part in
strategy 3 is proposed to be developed under
emallholdings (up to 100 acres). In the State of
Johor during the 1960's some 50,000 acres have
been cleared and planted in emallholdings 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) usuitable land, e.g. swampy, steep,
subject fo flood or faulty recommendation, €.8.
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 - disincentive to move house to land;

iﬁ) inability of settlers to coordinate
efforts - e.g. for drainage works etc;

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

(g) 1ittle or no technical assistance oT
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
crop, employing potential smallholders in these
processes, The proposed Development Corporation
would have the functions of planning, coordina-
tion of dwelogm-nt of smallholding areas and
arranging for land clearance and plant of
cover e¢rop or main crop by FIDA, public farm
agency or private estate if developing nearby.

The intention is, gene , that small-
holdings should be made available to families
to be worked as family farms with a small
amount of casual wage labour. Provided that
other land is available to applicants who want
emall estates over 100 acres, most of the & 911;n
cants for smallholdings can be expected to fit s
with this intention, without any special attemp
to screen initial applications on this point. .
The appropriate size of holding will range up t:l-
50 or even 100 acres and sho not be restric



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
;.llw for enlargement of some holdings without
brasmentation. In general, arrangements need to
t;i:ade to improve the marketability of lamd., In

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
anrg establishment of settlement schemes of the
gs n:m‘; kind by FLDA. On completion of develop-
wouldo the Sroject areas, FLDA settlement schemes
¥ totagovar 08,000 acres in the project areas, or
3 of 262,000 acres including schemes already
tgveloped by FIDA in Tanjong Penggerang. Much of
Gsi remaining 80,000 acres is assumed to be under

smallholding schemes of the present kind., It

is assumed that FLDA, being able to formulate long-

ferm plans for the areas in cooperation with other

agencies, would maintain a high rate of development;

priority would have to be given by JKR, with its

existing capacit
Project Arega. ¥, to infrastructure serving the

In Etra‘tegiag 2A, 2B and 3
public settlement
:gl;:?ugtum assumed to produce 25 percent of the
much hi Eral production in the project areas. A
gher proportion of the area to be developed

in the SMP period is assumed to be under settlement

schemes, mainly FLDA with modifications to

present
fractice. Prom 1974 or 1975, it is assumed that,
S project areas, FLDA continues to have an
bojoirant role in clearing and planting of lamd,
dawlzangfgrs about two thirds of the land once
o sg; 0 other agencies, establishing setile-
Congencnemes on the rest. Gradually increasing
b “ration on land development in the project
%o 1=hmm-llrl reduce the commitment of FLDA capacity

€ areas well below strategy 1.

It is ass
fa umed that where FLDA processing
ua:i:i::;' are appropriately located, arrange-
some ogeny LS, ade for processing the produce of
farng, holdings and, perhaps, some public

Strate
cul &y 3 assumes 60 percent of the agri-
sotens.l Production in the project areas to be
Compared ed by private estates and smallholders,
Strate . Y2th 25 percent in Strategy 2A. In both
dirﬁ“ the private share has been assumed to
to 100 .;d equally between the emallholdings (up
tion ig m;‘;! and larger estates. This assump-
these e for purposes of comparison only =
nu,_h!‘.'fpﬁrtiom should be regarded as very

A 1arge
wag T private proportion than 60 percent
vere 1o fonsidered » §56 if the project areas
rgor gos, S0veloped rapidly. At present most
Beem to 3}.: m‘:t:n;ooto: ;ntogri;r do not
are a eres n a, culture

diversifying out of it; development based on

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 24, 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 heli
this group as their holdings are too small. GS
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 probably not interested in employment on
public farms nor do they need the full 'package'
provided by FLDA: they need some help in
mobilising the resources which they already have
in order to develop more land. Finance might be
organised through (.'H;r“ m:g.iationa of which
they are members, or, pe s FICRA -
a.tnge the development of new lJlight be linked
with consolidation of holdinge in existing
pettled areas to create fewer more wviable units.

The emphasis here is on general improvement
of oultural structure through development by
existing emall landholders.

The second group are rural poor non-Malays.
One of the first natiomal policy objectives 1-’
to increase Malay participation in the "modern
sectors of the economy, and es clally in the
"yrban" sectors of commerce industry. In a
full employment situation this would have the
corollary that the non-Malay share in agriculture
should be increased or at least maintained, In a
gituation of general unem loyment, however, there
is some conflict 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

aid employment (of any kind) for Malays, while
ghe former suggests emphasis on employment of
non-Malays in agriculture,

Up to now, non-Malays have been a small
minority of settlers on FIDA public settlement
schemes; but the Chinese in particular have
been successful 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 suo-
ceas of past GBA schemes, opportunities to acquire

g:lnga should attract many to stay in rural
areas in agricultural work. It 1s proj osed that
assistance should be given in the establishment of
smallholdings - by provision of access and village
infrastructure, by arrangements for land clearing
gnd by provision of processing facilities, in
some 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.



5.3 Malay and non-Malay participation

Without special emphasis on development by
existing small landholders, private interest in
0il palm and rubber production may be largely
non-Malay. If public schemes were deasigned to
attract a majority of Malays (say 65-75 percent)
the proportions 25 percent private and 75 per-
cent public in strategy 2A would give 55-65 per-
cent Malay employment in these crops.
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
comee per worker, the objective of reduction
of disparity will be served by training a higher
proportion of Malays - say 70-75 percent.

5.4 BStrategies 2A and 3

Strategy 2A gives greater emphasis than
strategy 3 to creation of paid employment for

the unemployed and landless and to initial publiec

control over development and the distribution of
benefits., Strategy 3 gives greater emphasis to
private development in gteneral and in particular
by the two groups of potential smallholders des-
cribed 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 2A, 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 ugsmore quic than assumed in this stra-
tegy, the private/public proportions in the
later stages can be revised in the direction of
strategy 3.
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