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Comments of the ialaysian Team on The Jengka
Triangle leport

The Malaysian team would like to express its thanks
to the vorld Bank and the Consultents for making available this

comprehensive and generally well-reasoned study.

The Report

The Report demonstrates the technical feasibility
and economic viability of the Jengka Triangle Project. It
proposes a well integrated Master Plan for implementation.
The technieal information in the Report is extensive and of a high
quality. Ve, therefore, accept the "Plan frame" as prepared

by the Consultants.

Impact of Projeet Implementation

We appreciate that the Project represents one of
the largest development efforts ever undertaken by the Malaysian
Government. It will influence the nature of subsequent land
development schemes in this country. The Project calls for
an extensive mobilisation by the Government of domestic and
foreign resources. We also recognize the nocessity of formulating
and implementing the Project in a sound manner, both economically

and administratively.

Project Definition

(1) Inclusion of the Tekam Forest Reserve

We welcome the favorable results of the

gsoil and forest surveys carried out on an area of

..--.2



(14)

40,000 wores of the Tekan Porest Meserve.
Sinee about 0% of the tetal ares surveyed
appears to be suiteble for sgrisultursl
development, the Malayaian tean Tesls What
1t should be imeluded sithis the definition
of the Jenghs Trisagle. To that esd, the
FPederal Goverssent has started negotistlioss
with the Stats Jovernment of Padhang oa the
subjest of including the &0,000 acres of the
Tekan Torest Jeserve inte the Jengha Triangls
frojeet,

favelopment of imeilbolder Eubher

The Sepory does nol maks & senvissing
eane for the developasnt of rubbar smallibaldings
in Jengha. The Consultanta project an “average
Malaysian export price” for satural rubber of
"HSO eents per Jb. for Y980, falling te A3 sente
cesvess Am 1995.% On the bBasia of thess prices asd
sodest yield sssuspiisns, it L& sonciwied that
settiers’ Lneome of 1,200 « ;1,800 dwring the
repayment parisd representa the sazises allessble
if Whe cont of funds te FLdu is te met frem projest

revenues.

fecent market bebaviowr suggestis that
rubber prices will be lower, perbaps sebstantinlly
lower, than these projected by the Consaltants.
The fapect of such & Sevalopaent swpen the wslifars of
settlers and upoen the esconomic viability of the rubber

seved



holdings should be thoroughly examined. We
feel the issue of shether 0 develop ARX.
rubber screage should be studlied carefully,
particularly since some of the land now
scheduled for rubber development may, with
further study, prove suitable for oil pals.

The oase for rubber ssallholdings ia the
Jengka should be re-examined for another
reason. 1t may be that certain infrastructure
and other overhend costs night reascnabdbly be
charged entirely to the oil pals projects on
the ground that these costs wust be undertaken
anyway and that the rubber land development
should be thought of as & sarginal addition
10 the project. OF it may be What the repayment
pericd could be extended. Reappraisal along
these lines might give a more favourabdle
pieture. Nowever, there is sufficient aoubdt
t6 warrant scheduling mejor rubber land
investment late in the progranse. This is
slec an additional reason %o swppert the
taclusion of the Tehan Porest Beserve In Ve
Project,

e Mole of Private Oapiial,

mmuummmummw
includes the directive !

'hﬁnmlcﬁnﬁ.m.ﬂﬂ
economically viable smallholdings of optimum
#ige ...vv Comsideration will be givem %0
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the part that estate agriculture can play in

promoting such developmente.'

The Censultants argue that, ".... the allocation of
large areas of land for private enterprise development is in
consistent with .... land development involving the granting
ef land rights to individual settlers.”" Based upon this view,

a Master Plan is preposed in which, the entire financial, manage-
rial and administrative wurden of developing the Jengka's 99,080

acres of crop land would fall upon the Government.

Jhile the use of some private capital in crop land
development might result in certain financial advantagec and
lessen the managerial bunden of FLDi, the Malaysian team feels
that political realities and the complexity of deviding suitable
arrangements for including Pfrivate Capital in crop-land development
at this stage preclude private participation in Jengka's land
development. However, serious consideration is required of the
role which private capital can play in lalaysia's future land

development projects.

Forest Exploitation

We fell that forest exploitation of the area should
conferm with the recommendations of the Consultants. e appreciate
the necessity for MARA to iwplement its timber exploitation
programme at a pace consistent vwith the recemuended phasing of

agricultural development of the area,

Settlement Uggt and 3ize of Village

The recemmended size of the settlement unit is

a significant departure from the present FLDa policy.

sesed



The smaller, less formal settleaent unit is esthetically
eppealing., It makes feasible the larger houselot and reduces
the distance - and travelling time - between the living quarters
of the settlers and their main crop plots.

If this recommendation is adopted there will be
approximately 97 settlement units within the Jengka areaj
about 24 units would be established if the present FLDA policy
is followed. wWe believe the cost of providing infrastructure
to the 97 settlement units may be more than the cost of

providing it for 24 units of larger size.

The problem of travelling time to holdings becomes
less significant if individual titles to oil palm lands
are not granted and communal operation is practiced. Under
this system transportation of workers to the holdings will

be provided by the centralized uwanagement.

It is, therefore, felt that the existing FLDA
standard settlzment unit of 5,000 to 6,000 acres for oil
palm scheme, and 4,000 to 5,000 acres for rubber scheme be
followed. The size of each village should be between 350 to
450 settlers. Zach settler should get ¢ acre for his house

site and % acre for cash-cropping.

Size of holdings
The Report recommends ‘10 acre-holdings /[ of_7

rubber /Tunder_7 all circumstinces unles . it becoues a
deliberate policy to subsidise the repayment from settlers.”
The Report also recommends that the oil palm holding should

be 10 acres in size.

We agree with the recomaendatiom on rubber holding .
A 10-acre holding of rubber is acceptable as it is the
mininum size that will enable repayment to be made (given

the assumptions made in the RJeport) and at the same time provide:
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a satisfactory level of income to the settler. However,

palm a 10-acre holding for oil/is not acceptable. It is recognise?

that 10 acres of oil palm provide greater flexibility in respect

of income and repayment. 3But because:

(i) the anticipated income generating capacity

of rubber is lower than oil paln;

(1i) it is desirable to avoid a large disparity
between the incoumes of settlers on eil palm

and rubber boldings;

(iii) the current need ‘s to settle as large a

number of people as i= economically feasible;

(iv) 8 acres of 0il palu can provide a satisfactory
long terw incoue level (see Page 163 Table

13-8); and

(v) the long term settlers cash income on rubber
at 10 acres would equate with oil palm at 8
acres (see Page 162 Table 13-7), we recommend
that only 8 acres of oil palm land be provided

for each settler.

O0il Palum areas could be run on a share holding basis
with dividends paid to settlers. Full dividends for any given
period would only be paid to those settlers who had put in their
scheduled labour requirement i.e. working days. The settlers would
be paid a recognised daily rate for work done i.e. weeding,
harvesting, etc. = the remainder of their time being available
for subsidiary crop production on house lots or non-primary

crop areas.

The full cost of developuient (including interest at 7i.)
operation, re-planting, etc. could be recovered prior to
declaring a dividend. Rents an® repayuent rates charpgeable against

ll..?



héuse lots, howses and other A rieulturel svern could alse e
deducted prior to the payaent of Tinal Slvidends. Jetilars
incous woul? Be seaprised of ssrsings froa dsll, wages, ples
dividends, «= poyable st regular dntervils during the year.

The sain sdvantages of centralined Sasagesent shen
opersting on & share holdin: Besla rether than on sa individesl
holding banls are:

(s)

)

{e)

better control of Hushbandry prectiees relsting

to weed control, fertiliser appliestion,
eastration, sssicted pollisstion, centrel of pestn
and disecns, fromnd pruning and wnisep of harvesters
pathag

systeastic orgenin-tion of Barveating patteras,

this As esssntl L foris

(1) the sontrel of the dagres of ripeness of
frult Barvested shieh affecta both the
Gelity an® yematity of the crep produced;

(51} Enterprtion of Marveating on' sollestion
with fastory eperstlon. Jor efficiont
fretory eperition, cloas 1iriaen betesen
Fleld ans wmnt and e feitory sagineers
ia erdtie ] smdg

(345) efficient stiliestion of “puit trenaport

aytee,

ef%active contrel of prefuction sad sreeeasisg.
Mhie woul Foflit-te tie o teatis asraetin: of
L R gqerlity producs uader cenditions “Rish are
Hikaly to be M1y competitive i the fature.
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(4) wore efficiont sperstionsl sontrel. In its

lan’ Tenurs

abaence these ould be o rhek of waatege/loss
of the very 1asge eapital as ots Liat these
oLl pals aress regresent.

e setiders on Lis leheues Wave
15ttle or ne previous sxperiesse is oil la
eultivation and processing. Therefors they
w11 require close swpervislon for s susber
of yoars bafors they osn be relied wpon to
Sopt Whe aporopriste Nucbandry prectiess
required 1o ensure of *lolent Qﬁnuu.

If 50 40 seeepted that smeh as ervision
18 Beoeneary, Vien & aystes of sentral sentrel
Soabined “AUh sanre Molding o8 e past o7
the settlors sionls () provide sstisfuetory
sover for Whe sponmor (Severnwat) and ()
SREure Lwat i settlers' Lacones froa thess
SFOLS resch  he Wargets envisaged. The Jeng
tera odjective of & sentralised sontesl peliey
should be, %o avir, to inereacin ly iavelve
SeRtlars n ¢ & ane eeent ant sperstion of
the oll pal i srejecta. venteally these
Projeets coul’ becoun fully integreted soe
Sperative orgnisstions, Ba the trensitionsl
Phase the responaibiiity for pelicy Porelstion
Snd sperstional contrel Should pest sith the
Fi.

& feel that iadivides]l Jand titles shewnld br gleen
nuu-tmnummm it is swr wiew thar



Andividual titles to settlers is il Pl sehe me weuld
render the sanige.wnt of sehs e an' processing plants
inefficient and sostly. Therefore, settlers is oll pala
Scheses ahoult only hold propertionste shares 88 co-ovnars
of the schesss.

dlelies an’ tegeared

o fesd mtmmmmmwm
reduetion « lower standirds for iafrastreature (e.g. wnter
supply ), saviags on sanage ant sx enditures, feraation of
& “skilled fnstalletion servics ' and eheswrage.mat of Sowestie
production of o) pele wills waing fareign coagonents « have
1o be thorowghly tavestissted s wson a8 possible. Dere
Subatantinl srvings con be reslise’ slihewt couprecising
benefita, sppropriste setles *ill e considered,

Hallarly, the spportusitio- for Luproved mfonun
a4 yielts wil] be ensmined rsighly by wons of seli-soncelvet
Fesenreh. It “oul! be wvery wseful te earry owt additionsl
Feseareh on (1) possible sitermstive erepe for Whe wmin erep
sreas; (L0) eash erops awitedie for sroduction sn the howselot;
(500) sarket outiots for housslot production; (i) Paturs
mulfumhflﬂrlhma {-:mm-umph
Yislds wnier various sell snt topographic contitionn; and,
(vi) the fessiniisey of Intererep dng ond gresing on the asis
Erop aress.

nmmmnntmmuo.hm
--mm.unmnmummu-n.

.o.n.‘



Communications - Road construction and Layout
-  ——————="_C0onsiruction and layout

The recommendations of the Consultants are

acceptable.

Cemmunitx Develogment

#e recognize the need to emphasize the social deve-
lopment of the Jengka's settlers., The task of building
cohesive communities and viable social institutions out
of disparate groups of settlers is likely to be one of
the most difficult aspects of Jengka's development. This
pProblem is for more important than “he almost casual
approach of the Consultants. ve feel that substantial
effort should be allocated to a social developaent programine
and to the provision of qualified personnel to carry it out. '

The co-ordinating agent in the formulation and implementation

of such a Programnme will be the aAdult Education and Communi ty
Development vivision of the ninistry of National and Rural

Developuent.

Administrative Costs and Repayizat of Consolidated
———_ onsolidated

Charses.

At present the costs of FlLDai's administration
do not form part of the consolidated charges to settlers.
However, we agree in principle that Jengka's settlers should
be made to bear some of the adainistrative costs as well.
The charges should cover interest, principal, land rents

an’ premia. e appreciate the need for careful study

seeell



of the asounts t© bde collected for esch purpose, the
timing of the collection, and the administrative 41111~
culties involved. 1t is necessary 1o exanine the
sduinistrative fensibility and economic comsequences of
& higher export duty - for revenue, research, or in lieu
of some elements in the consclidated annual oharges.
There 1s alac & Deed to favestigete the possibility of
introducing & “processing eharge™ at the fastory shish bould
sover cosla and equilize Basle Ancoms.

Sater Juppliee

Al though the water syeteme recomsended in the
lo_’orlnnnrtobo less experaive than those presently
inetolled by PLDJ., we feel thet they are atill substantially
overdesigned. They sre plamned for the population 25 years
in the future = nesuning & 70 per cent population growth
in this period., Thies contrasts wilh the prastice in
Maleyeia, and elsewhere, of anticipnting desand about 10
years in the future st esch expanaion stage.

The sasubed per saput wange of 60 gallons per
day in the rursl areas, and 75 in the towns alsd appears
excessive. Netional and imternetional standards are on
the order of 40 g.p.4. in the rural sresa and 50-60 g.p.4.
in the cities. Present usage in Kuale Lumpur, where
industrial desand is substantial, is 9055 g.p.d. per
ceput,

On this basis 1t would appesr that the reconmended

design provides for a population that is 33 per sest
1o large and aversge uesge thet is at lesst 40 per cent

.l!."



too great, thereby iaflsting s required Lavestwat by &
very significant suount,

In the Anitial years of sooh settle ont, snly thess
investuentis An U.e weter awpply aysten shouls be nete shich
Are necessary to sert the expscte’ fe.and apprexisately W
years in the future. Jome componsats cannet be deferred
sconsuleally. Hdovewer, 4t should be relstively ssny 1o defer
for ter yeurs st lesst one=thir! of Lhe recomsnded .15.46
sillion favestuwnt in woter aystecs.

alale et

sresent polley regquires that 30 paresat of the
SHMN At ke Lite denghe be restdents of Pl B4 te, B wver,
there {a.: posalliliny of relasing Ihia gweta In srder s
PORAY Lir e wmbers of sottlors froq slaer states shers
Population densitise are Misher,

‘ansluding Cowssnle

The views outlined in Whis semsrsatun aes belioved
1o be adidnistratively an' teehnlenlly sound. They sre baned
upsn the substantisl experiencs whieh the MO, hae Mat, Both
in rebher an” oll palu scheson. Bresver, they reflosw the
politiesl reslition In mlayein today,

Howewer, it is recognined What grogrones Lapreve.mat
A8 always possible. In view of thle, o¢ sncowrage spen and
frask liscussions on thess and other Lewwss. Jugrestions “hieh
i gt CONTributs 15 more effective Jond development progromes
ars heartily welessed.
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JENGKS STAGE THO
JILL AMORTIZATION CHARGE.

—_— e ——————

(15 years et T;. interest)

Final Years Compound Tmonnt

Exp;:ii:ure Amortization Interest g:pitﬁ o Amount Plu=
Year Paid e Factor Intn-as

1973 1990 17 8 & 3.158815 3.47470
1974 1090 16 2.4 2.952164 7.03520
1975 1990 15 0.6 2.759032 1.65542
1976 1990 14 12 2.570534 3.09424
1977 ° 1950 13 0.1 2.409843 0.2:098
TOTAL 15.55054

TOTAL FFB between 1975 and 1950 = 2,123,006
80y = 1,698,405

Amortization charge = 15,550,540

1,698,405
egay s9.20¢

MANUT/STURING COS

§6.5C per ton of FFE, Lased cn actusl

§L.CC per ton of FFE.




JENGKA STAGE THO.

PAL OIL AND KURKEL DISTRISUTION COST

PALK OIL

Road Transport (160 x 11 cents)
Bulk Installation and Handling
Sampling and analyeis fee
Outward wharfage

Insurance

TOTAL

KERNELS

Packing and Materials
Transport (160 x 15 cents)l/
Shipping Cherges

Insurance

TOTAL

1/ BExport through Port Swettenham




CALCULATION COF REPLANTING PESERVE CEARGE

To accumulate $1,200 per scre a2t end of 20 years at 555
compound interest.

«"« Annuzl collection = 1200 x 0,02867933 (annuity factor,
Total FF'B for 20 years = 17C tons.
Annmual average = 8.5 tons.
80,. of average = 6.80 tons.
«"« Per ton charge = 1200 x 0.02867933
6.8
- $5.064

say $5.06







SALARIES

#], CEngineer

*2, Electrical Chargeman
%3, Shift Production Supervisor
*#4., Foreman

%5, Boiler House Chargeman
6. TFitter (mechanical)

7. Motor Mechanic

8. Fitter (Electrical

9. Carpentar / Mason

10. Blacksmith

11. Laboratory Analyst

12. Engine Driver Mwemmsu
13. Engine Driver Diesel)
14. Senior Clerk
15. Finance Clerk

16. Storekeeper / Clexk
17. Laboratory Attendant
18, Watchman

19. Weighbridge Operator

% Denotes mill personmel Wwho
j.e. 15 months in year 1.

JENGKL STACH
YiAR 1
GERERAL_CHARGES

A —. 4 —

60

FOR A 42 TONS/HOUR P/7'¢ OLT MILL

—— -

24 tons/hour (Two & - hour shifis per day)

%o. Required

Amount per person
per month (§)

kmupuwvmwwwpmmpmwpw

n
s~

10% S
Sub =

are employed 3 months before
The balance of mill personne

1,050 15,750
350 5,250
300 4,500
450 13,500
195 2,925
230 5,520
230 5,520
230 2,760
195 2,340
195 2,340
200 2,400
200 4,800
200 2,400
475 5,700
250 3,000
250 3,000

84 1,008

120 2,880

108 Hnmmm
86,889

taff Provident Fund: 8,689
Total : C/F 95,578

conmissioning
1 are employed for 12 mont

hs in year 1.

Amount per Annum ($)

.2/
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&.... Redioal sen © $P0 por poreon jor ponth .

e NI mm
7. of Office Puildings,Vorkebep,

110,698
10f Comtinponcics 13,080

222,988 Sax, 122,000
«"«  Total estizmated Gemeral Charges for year 1 e S122,000

IR 2
Eill Store LIt 24 tona/hour (Two B-hour shifte peor day)
1 L“i-ﬂng Asvuring iscresse 18 spproximate
gt‘nigznrf -
General Charges for year 1 -  $122,000/~-
10% of Semeral Charges - #2200/~
.". Estivated Total Geseral Charges $134, 200/~

for year 2 1» 134,000




JIHGRA BPAGH 150
s 3
Nill Stuce J1V: 42 Sons/tioux (Ywo & - hour ghifts pexr day)

e i -

SALARTFS No. Requircd  Amount per person pex month (3) Anount pox Aown (8)
1. Scndor Kill Pngineer o 1 . 1,500 18,000
2, Mill Engineer ~ 1 850 10,200
3, Electrical Chargenzn W 1 395 4,740
4. Shift Production Supervisors 2 345 8,200
5. Foreman ™ 1 530 6,360
6. Boiler House Chergeman 6 240 17,280
7. Fitters (Mechanical) | w~ 4 260 13,440
8. Motor Mecheanic 2 280 6,720
9. Fitter (Dlectrical) 2 280 6,720
10. Carpentar/Hason 1 240 2,880
11. Blacksmith 1 240 2,680
12. laboratory Analysts | 2 215 6,600
13. Engine Drivers nmﬁomhw 6 245 17,640
14. Fngine Driver (Diesel 1 245 2,940
15, Senior Clerk w 1 560 6,720
16. PFinance Clerk 1 350 4,200
17. Storekeeper/Clerk wn_ 1 350 4,200
168. Clerk/Typist 1 250 3,000
19. laboratory Attendent 1 90 1,080
20, Watchmen 2 140 3, 360
21. Weighbridge Operators " 120 2,880
90 . 150,120
10p Staffl Provident Fund: 4 15,012
Sub - Total G/F 165,132
1. B/F Salaries $165,132/-
2. - 7 Assume 2% increase from year 1 figure of
$15, 320/~ 2 19,150/~
$1684,262/-

._o..\. Contingencies$ 18,426/~
§202,710/- Say, $203,000

s
-

S. Estimated Total General Charges for Year 3 is £203%,000/=



JHHOVS GG 380
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YEAL A

1111 Stepe IV (fine1): 42 Tons/Hour (Two 8 hour shifts per duy)

—

No inecrease in personnel and no significant inere: - in costs other than
norunl salary inercase and souc increase of items (2) to (7).

»unﬁ_.mmuﬂcau.eo.z:.guﬂ.«uanumﬁ_oaovmwvﬂoﬁu_meow%g.aoo\‘lﬂvvo
year 8 and items (2) to (7) maximum value of vmw.ooo\w.

Itew (1) salaries (165,132 + 8,400) = $173,552/-
25,000/~
5 198,532
10% Contingencies 19,853/-
218, 385/-
$osenznens
Say, $218,000/-
.. Estimated Total General Charges for year 4 is $218,000/-
YEAR 5
Item (1) salaries (173,532 + 8,400) = $181,932/=
Add items (2) to (7) max. value 25,000/=
: 206,932/~
10/ Contingencies 20,693/-
227,625/~
Say $228,000/-

o+ Estimated Total General Charges for Year 5 is §$228,000/-



JFRGKA. SYAG: 1O

YeAR 6
Tecw (1) Salavics (161,932 + ©6,400) - §190, 557/~
Add itens (2) to (7) mex. value 25,000/~
215,552
1055 Contingencies 21,55
I.NM.BI-.@?V = E- Wmu.w-OOO\l

. Estimated General Charges for Year 6 is mmwwpmww\.

YEAR 1
Ttem (1) Salaries (190,352 + 8,400) - §198,752/~
Ada igems (2) to (7) wax. value __ 25,000/~
223,152
10% Contingencies 22,313
246,105/~ Say, $246,000/-
. Ectimated General Chexges for Year T is mm;mmwmm.wﬂ

et

YiAR 6 OINJARDS

e e e sttt

Ttems (1) Salaries (198,752 + 8,400) - $207,132/~
Add items (2) to (7) max. value 25,000/~
232,132
100 Contingencies 23,21%
255,545/ Say, ﬂmmw-og\i

.*. Estimated General Charges for Yeer 8 onuards is mwmwbooo\l
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