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ABSTRACT

The Federal Land Development Authority in Malaysia organizes,
manages and finances new land settlements. The program of guided land
settlement has been successful in bringing approximately 250,000 acres
of lLitherto uncultivated land under rubber and oil palm cultivation.
However, the physical development of the land and the successful crea-
tion of economical farm enterprises in the immediate future does noé
by itself assure that the settlers will be able to improve or at least
maintain the planned level of living in the long run. There is a need
to investigate and to project the long-term consequences of the present
action program.

The primary objective of the study was to determine by way of
conceptual analysis the adequacy of the Malaysian settlement program in
stimulating, establishing and maintaining self-sustained development In
the new settlements so that living levels do not fall to subsistence
levels in the long run. A subsidiary objective was to suggest alterna-
tive courses of action in the light of experiences in other countries
which might be applicable to the Malaysian land settlement program.

The procedure followed involved identifying those decisicns in
the design of a land seltlement program that might increase the possi-
bility of self-sustained development. The Malaysian program was then
examined in detail according to the framework cf decisions identified
to determine its compatibility with, and adequacy in the promotion of
self-éustained development. In the study of relevant experienc-s in
other developing countries, preliminary litcirature review pointed to

iii
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Israel as the major source of successful land settlements in terms of
self-sustained development and continuously improving iiving levels.
The Israeli Moshav was studied in detail because of its similarity in
ideology and operational rules to the Malaysian settlements and because
of its apparent success. Relevant experiences in the Israeli Moshav
supported by significant experiences in other developing countries were
used to suggest modifications that might increase the possibility of
self-sustained development in the Malaysian Federal Land Development
Authority settlement projects. Possibly, applicable programs in the
immediate future were also proposed.

The study revealed that the present settlement program of the
Malaysian Federal Land Development Authority is highly developed and
efficient in the development of the land. However, a number of inade~-
quacies in promoting self-sustained development arise because the pro-
gram emphasizes land development more than community development. The
inadequacies are as follow:

1. There is lack of emphasis on diversified skills both agricul-
tural and nonagricultural in the settler selection process.

2, Inadequate flexibility in resource allocation within the
farm is a major problem.

3. The Federal Land Development Authority exercises an extremely
paternalistic attitude in the decisién-making process within the farm
during the developmental stage.

4. There is an over-rigid financial arrangement.

5. Present planning and action to stimulate capital accumulation,

investment and expansion of employment within the settlement by promoting



diversified agriculture, rural industry and supporting services is
inadequate.

6. One program model 1s applied to all settlements in West
Malaysia, thus failing to exploit the diversity in skills, resource
ownership and ideological inclinations of the settlers.

Based on experiences in the Israeli Mcshav and in specific land
settlement projects in Sudan, Algeria, Nigeria, Tanzania, Thailand,
and Ceylon, recommendations were made to redress the observed inade-
quacies in the Malaysian program without excessive additional cost
to the Federal Land Development Authority and the government. Two
alternative settlement programs--the Graduated Land Allocation Model
and the Collective Farming and Individual Consumption Model--were pro-
posed., The Graduated Land Allocation Model involves allocation of land
by stages according to the ability of the individual settler. The
Collective Farming and Individual Consumption Model attempts to provide
an alternative to the existing oil palm projects that would emphasize
settler community development. Additional work needs to be done to

determine the feasibility of these programs in Malaysian land settlement.
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CHAPTER I
INTRODUCTION AND PROBLEM CONSIDERATIONS
I. INTRODUCTION

A country with a land area of 130,000 square miles and a popu-
lation of 10 million, Malaysia is plagued with problems that are
familiar in many developing countries. The more serious of these prob-
lems include a rapidly rising population, increasing unemployment and
underemployment, and rural poverty. Among the various strategies that
have been formulated to alleviate these problems, concerted and consis-
tent efforts have been directed at accomplishing economic development
and social progress through agricultural land settlement in West Malaysia
since 1956. The land developing ordinance which established the Federal
Land Development Authority, hereafter referred to as the F,L.D.A. or
The Authority, was enacted on July 1, 1956. At that time, Malaysia as
a nation did not exist, and the ordinance applied only to Malaya, now
known as West Malaysia. Today, the activities of the F.L.D.A., are still
limited to West Malaysia and discussions in this thesis will accordingly
pertain to this region.

Since its formation, the F.L.D.A. has developed 81 projects
comprising 256,859 acres of rubber trees and oil palm trees and has
settled 18,400 families. Of the developed land, 53,320 acres of

oil palm have matured and are being harvested.l In the fourteen years

1"Federal Land Development Authority Draft Annual Report" (Kuala
Lumpur: Federal Land Development Authority, 1970), p. 7. (Mimeographed.)
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since its formation, the statistical records of the F.L.D.A. have been
impressive. The apparent success has been due largely to the ability
of the F.L.D.A. to change and to adapt its procedures to the changing
circumstances as evidenced by the five amendment ordinances between
1957 and 1962 concerning finances, loans, powers cf The Authority and
organization. The program assumed its existing form in 1962.

In addition to its adaptability, the wide range of powers and
autonomy of action that accrued to it through legislation enabled the
F.L.D.A. to alter and transform the role it had originally defined for
itself. The F.L.D.A. commenced work in 1957, and, during the first
four years, it assumed two roles. First, it functioned as a loans
board to the various provincial land development boards and corporations.
Fourteen land settlement projects ranging from 1,500 to 5,000 acres
were financed by the F.L.D.A. during this period.2 Second, it undertook
direct financing, planning, and management of a project (the Bilut Valley
Land Development Scheme) in 1958. With the launching of the second
five-year national economic development plan in 1961, the F.L.D.A., had
abandoned the previous role of a "loans board" for provincial develop-
ment projects and assumed direct responsibility for the implementation
of all projects financed by it.

In the early projects implemented in 1957, the settlers parti-
cipated in and were responsible for all stages of land development

including jungle clearing, planting as well as housing construction.

2Taib bin Haji Andak, "Land Development in Malaysia Under the
Federal Land Development Authority: Description of Programme and
Techniques of Implementation" (Kuala Lumpur: Federal Land Development
Authority, October 1966), p. 2. (Mimeographed.)



This method was found to be impractical and uneconomical because the
gettlers were unskilled, achieved poor quality work and would have
needed a longer period for the crops to reach maturity. Consequently,
in 1958 the land was cleared by specialist contractors before the
settlers moved into the area to perform the subsequent tasks of lining,
holing, terracing and planting of the rubber trees. They had to build
their own houses at the same time. The volume of work proved to be
excessive and the quality of work was still poor, The F.I..D.A, decided
in 1960 to implement all the tasks of jungle clearing, planting and‘
housing construction before the settlers arrived. Specialist contrac-
tors were hired to undertake the jobs.

These adaptive changes in response to the urgent need for
developing the rural sector through demonstrable economically successful
investments have resulted in the evolution of a rigid settlement program--
precise and accurate in its procedures for implementation and uniform
for all projects undertaken by the F.L.D.A. Very briefly, a typical
land settlement project aims at settling 400 families on 4,500 acres
of land. Each settler is allocated 10 acres of farm land and one-quarter
acre of housing land in the village, the remaining land going to
shopping centers, playing fields and community buildings. Development
and settlement proceed in four annual phases involving 100 families
per year. The land is cleared, planted and the houses are built before
the settlers arrive., The settlers are given the responsibility of
maintaining the crops under the direction of field officers of the
F.L.D.A. Since the main crop takes several years to mature and the

settlers' energies are fully utilized in the early years, subsistence



allowances in the form of loans are provided. Subsistence loans are
based on the number of working days of each farmer.

The area of undeveloped but cultivatable land in West Malaysia
approximates 6,000,000 acres. Forty-eight thousand acres have been
scheduled for development in 1971 and plans have been laid to develop

50,000 acres per year for the period 1971 to 1975.3

If. STATEMENT OF THE PROBLEM

The nature of the present program is such that the guided approach
assures that the land is successfully cleared of jungle, planted with
0il palm or rubber trees, and settled with selected farm families,
The successful record of land development and number of families settled
since 1956 confirm the technical efficiency of the F.,L.D.A. There }s,
however, a need to look beyond this achievement. A land settlement
project is not a once-over attempt to create immediate employment,
raise levels of living, earn foreign exchange or attain other national
objectives. The settlement of a community on new agricultural land
involves the long-term development of a group of individuals relocated
from an economically and socially established environment to completely
new and continuously changing circumstances.

Given the social and economic conditions in a developing country
such as Malaysia, three relevant assumptions may be stated as follows:

1. The amount of government resources available for land settlement

projects is limited and must be distributed among many alternative projects;

31bid., p. 19.



2. The expected improved living level within the settlement is
very much dependent on the changing economic conditicns such as prices
and markets outside the settlement;

3. Other sectors of the ecconomy outside the new settlements
do not possess the capacity to abscrb the expanding labor force of Lhe
new settlements.,

These assumptions, the fact of rapid population growth and the probability
of failing prices of palm oil and rubber in the future, make it

important to direct attention to the following crucial question: is

the design of the program model and overall pattern of development
adequate for the evolution of settlements capable of effecting self-
sustained development?

Self-sustained development in this context means continuous
improvements in levels of living without the aid of special government
resources beyond initial development aid in spite of possible adverse
economic and demographic conditions in the future. More precisely,
self-sustained development of a new land settlement can be defined as
including three interrelated elements.

1. Emancipation: Emancipation of the settlers from the settle-
ment agency is both a means towards self-sustained development and an
end in itself. As a means, emancipation is the attainment of sufficient
technical expertise, managerial skills and crganizational ability by
the settlers to make all the decisions in the operation of their farms
and in the affairs of the community and to execute these decisions.

Some of the constraintsto optimum resource allocation that may have been

created by the agency's rules ard regulations are thereby removed.
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This facilitates diversification of skills and individual specialization
in a variety of enterprises. At the same time, barriers to business
transactions are removed. On the part of the settlement agency and the
government, emancipation means that scarce public resources of capital
and skilled manpower can be diverted to other settlement projects. As
an end, emancipation signifies the development of an independent self-
reliant and progressive rural society--a stated goal of the present
government.

2. Continuous increases in the total value product of the farm

and settlement: As agricultural skills are acquired by the settlers,
the productivity of existing resources increases. Coupled with improve-~-
ments in the efficiency of existing market channels and exploitation

of new markets, the total value product of the farm and net farm

incomes increase continuously.

3. Expansion of employment opportunity: As the level of technology

is raised and productivity increased, investments are made in farm and
nonfarm enterprises resulting in the expansion of emplouyment opportunity
within the settlement as a means of absorbing the growing labor force.

A possible divergence between the defined national objectives
and the less tangible objective of self-sustained development may
arise because settlement projects tend to be regarded as tools to be
used for national ends by the government while the long-term develop~
ment of the settlement is crucial to the participants of the project.
The underlying hypothesis of this thesis is that the physical develop-
ment of the land and the successful creation of economical farm enter-

prises in the immediate future do not guarantee self-sustained



development. If the existing program model is not directly geared
towards the attainment of self-sustained development in the development
process, then improvements may be made by emphasizing certain program
components and de-emphasizing others without much additional cost.

The problem of concern of this study is the lack of knowledge
concerning the adequacy of the Malaysian F.L.D.A. program in facili-
tating and promoting self-sustained development of the new settlements.
If the design of the program is inadequate, modifications should be
made in the program to promote self-sustained development., There is also
a need to evolve alternative program designs oriented more directly to
different social and economic situations and for different groups of

people in Malaysia.
III. OBJECTIVES OF THE STUDY

The specific objectives of the study are:

1. To determine by conceptual analysis and comparative evalua-
tion the adequacy of the Malaysian Federal Land Development Authority
settlement prograr for establishing new land settlements capable of
self-sustained development.

2, To investigaie possible modifications in the design of
the existing land settlement program and to study alternative designs
resulting from experiences in other countries which might increase

progress toward self-sustained development.
IV. PROCEDURE

The analytical components of this study in sequence will be as

follows:



1. Identification of those decisions in the design of a settle-
ment program that have a special bearing on self-sustained development.

2. A critical examination of the Malaysian F.L.D.A. settlement
program using the decision framework.

3. Review of ideas and experiences in other countries with
special reference to land settlement in Israel that may be useful on
the Malaysian scene.

4. Suggestion of possible alternatives in the rules, procedures
and policies that might further the objective of self-sustained develop-

ment in the Malaysian land settlement program.



CHAPTER 1I

DECISIONS IN THE DESIGN OF A LAND SETTLEMENT PROGRAM THAT ARE

CONDUCIVE TO SELF-SUSTAINED DEVELOPMENT

I. HOW GOALS AND RESOURCE CONSTRAINTS AFFECT

PROGRAM FORMULATION

A settlement agency generally attempts to achieve a certain
set of goals with usually limited quantity and quality of resources and
within a particular socio-economic setting. In the formulation of a
paternalistic land settlement program,1 the decision-making process on
alternative courses of action can proceed effectively only 1f the
settlement agency knows precisely what it is attempting to achieve,
fully appreciates the extent of its resources, and evaluates carefully
the prevailing socio-economic circumstances.

In defining goals of the project, the settlement agency has to
integrate the objectives of the government with the aspirations and
expectations of the settlers. The national objectives may include food
production, expanding employment, adding to foreign exchange earnings
and reducing political discontent. On the other hand, the settlers

are usually interested in maximizing farm family income. One method

1Paternalistic land settlement is used here to denote guided land
settlement under the auspices of a government agency, an independent agency
set up by the government, or a private agency. Paternalistic land settle-
ment means that the initiating body is the agency which otfers, in varying
degrees, aid to the settlers such as financial, technical and administra-
tive skills and other public services. A measure of control is implied.
The antithesis of the paternalistic land settlement is spontaneous land
settlement which means settlement of land by individuals without the
guidance of any agency.
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of integrating these goals 1is to view the multiple goal framework as
one primary goal and a set of subsidiary goals. As soon as the sub-
sidiary goals are defined, they act as constraints to the primary goal
because the alternative courses of action are reduced. Thus, a land
settlement project may be directed at maximizing employment opportunities
subject to the constraint that the settlers can derive a specified level
of income and that the project adds to foreign exchange earnings. A
1ist of primary maximizing objectives and subsidiary objectives is given
in Table 1.

The goals and the extent to which they can be achieved are

determined in part by the quantity and quality of available resources.
Resources are categorized into government resources, settler resources,

and private agency resources as shown below.

Funds
Government Resources<::::
Skilled Personnel

Subsistence Capital

Reagurcgs Investment Capital
or
Settler Resources
Land Skills
Settlement
Education
kills
Private Agency Investment Capital

Resources
Business Expertise

A knowledge of the total pool of available resources and the distribu-
tion within each category will enable the agency to define its goals

precisely and set its targets according to a time schedule. The



EXAMPLES OF SETS OF COMMON PRIMARY AND SUBSIDIARY GOALS2 OF LAND

S

Primary Goal

D ——

TABLE 1

SETTLEMENT AGENCIES

Subsidiary Goals

Maximize employment
Maximize farm family
income

Maximize food
production

Maximize foreign

exchange earnings

Maximize government
taxes

Specified level of
income

Precise number of
jobs created

Specified level of
cash income

Specified level of

income

Specified level of
income

Export crops

Food crops

Reduction of population in

congested areas

Agricultural diversification

Settlement of the urban

unemployed

Regionally locatad for
welfare purposes

Regionally located for
political purposes

Regionally located for
health purposes

Regionally located for
purposes of national
security

Development of distant
frontier land

a
These sets of

goals are not exhaustive.

———

—

They include only the most common goals.

11



12
program of action and the method of implementation of the settlement
project will be influenced by distribution of resources. For example,
1f skills and financial resources are lacking among the settlers, the
method of implementation must be based on concentration of government
or private agency funds and skills on a small number of settlers., If
there 1s a large pool of capital, business expertise and agricultural
skills in the private sector, investment opportunities can be created
to attract these resources into the new settlements,

The goals are defined and the resources are used to achieve
these goals within a particular socio-economic environment. The
program of implementation must, therefore, be guided by such relevant
variables as the market structure, prices of products, prices of inputs,
the demographic distribution, the social and psychological characteris—
tics of the seitlers and the political situation. When considering these
factors in the formulation of the program, the judgment of the policy-
makers should, as far as possible, be based on research data and
domestic as well as foreign experience. i

Whatever the set of specifiable goals and environmental con-
straints, self-sustained developmant may be effected ii certain
key decisions are made to emphasize particular activities within the
program. As defined in this thesis, seii-sustained development involves
emancipation, increases in total value product ~f the farm and «xpansion

of employment opportunity.
I1. KEY DECISIONS TO HASTEN EMANCIPATION

By definition, emancipation of the settlement from the pateanal-

istic agency means that the agency relinquishes its authority over the
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settlers and the responsibility of providing special technical and
managgrial personnel and financial resources for the development of
the settlement. The resources can be diverted to other settlement
projects. 7To the settlers, emancipation means that individually or
collectively they assume full responsibility for the operation of the
farm and community and bear the consequences of their actions. Without
the constraints in the rules and regulations of the settlement agency
such as those pertaining to land transactions, the agricultural enter-
prises to be undertaken and the business assocciations of the individuals,
the best settlers will be able to exploit favorable opportunities for
individual or collective advantage. in the long run, the survival of
the most able settlers will contribute to the self-sustained development
of the settlement.

The key decisions that will hasten the attainment of emancipation
and increase the level of self-sustained development include the
following:

1. The basis of settler selection.

2. The role of the settler.

3. The extent of agency parcicipation.

4. The financial arrangements,

Settler Selection

If the settlers are selected on the basis of their agricultural
and non-agricultural skills, the capital resources they own, their
physical fitness and the level of education, then achicving emancipation

from the settlement agency takes only a short period of time. However,
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the multiple goal framework of the settlement projects dictates the
consideration of other factors. Settlers are frequently chosen on
the basis of need, moral character, or their political allinnces.

Given the frequent role of new land settlements in creating Jobs for
the unemployed and the unemployable and raising incomes of the subsis-
tence farmers, the settlement communities cannot be expected to acquire
rapidly the technical and managerial experrise necessary for
emancipation,

In practice, usually both economic and social considerations
are taken into account and numerical weiglits on a scale are attached
to each factor to be considered in the selection of settlers. Emanci-
pation leading to self-sustained economic growth of the settlement is
hastened if greater weights are attached to skills, education, ownership
of capital resources and a productive age group than to size of family,
a landless status, marital status or state citizenship.

A factor that cannot be weighted on a numerical scale is the
degree of community cohesion and social integration. These are important
to prevent conflicts and to avoid the necessity for social adjustments
among the settlers. Orderly transfer of responsibilities can proceed
rapidly if the settlers are from the same community. Wherever possible,

settlers from the same community should be settled in the same project.

Role of Settler

Delineating the role of the settler in the development period
encompasses a multitude of decisions among which the following are most

significant to attaining independence from the settlement agency:
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l. Within fam decision-making structure.

2. Within project or community decision-making structure,

3. Disciplinary measures.

Given the usual situation wherc settlement agencies attempt
to introduce the best methods of production and community life into the
farm community, some form of agency participation in the day-to-day
farm operation is inevitable. Where exireinely strict agency controls
in the farm operations are practiced, chances of successriul implementa-
tion of the production activities are increased in the early stages,
The less skilled, disciplined or educared the rarmers are, the more
controls are required. On the other hand, stirict agency controls of
day-to-day activities in the farm and production activities condemn
the settlers to the status of a laboring class. This results in little
or no pioneering spirit or the ability to gain independence from the
agency. Are the farmers to have decisions made for them and play the
role of farm laborer; are the farmers to assume an owner-operator status
from the beginning and run the risk ot railuse ot the whole project;
or is the decision-making structure to follow clearly demarcated areas
whereby certain technical advice has Lo be followed while decisions
as to non-technical matters are left to the settler? The choice of
alternatives is tied in with the type ¢t prople i1n the settlement.
However, settler participation in farm derisions from the beginning
is the dominant component in the program :ur achieving independence
from the paternal agency.

The decision-making structure wirhin the project deals with

decisions affecting the community as a whcle. Thete 18 & need to
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create the organizational machinery to execute community projects before
emancipation is possible. Emancipation from the paternal organization
does not merely mean completion of loan repayments or even successful
implementation of farm enterprises. It means:

1. The ability to make decisions as a group for the common
good and to follow these decisions through to completion;

2. The availability of a functional group of leaders and
specialized groups of settlers who can take advantage of any opportunity
or withstand any exigency;

3. The ability to make spontaneous use of government services.

In order for the settlement to attain the level of maturity
sufficient for independence and the first step toward self-sustained
development, community development programs and settler participation
in project planning from the initial stages is crucial.

A measure to assist settler and community development is the
introduction of disciplinary measures against settlers who fail to
fulfill the necessary quota of work or to abide by the rules and regula-
tions. Disciplinary measures may include fines, social sanctions by
the community or even expulsion when the continued presence of the
settler threatens the smooth functioning of the settlement. The
effectiveness of fines and social sanctions is doubtful because
settlers seldom have the cash to pay the fines nor is the community
prone to taking action against one of its members--perhaps a next-door
neighbor. Expulsion is the most effective of the three methods and
may be necessary from time to time. If practiced too often, however,

the security of tenure is threatened. The best approach 18 to reduce
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the necessity of enforcing disciplinary measures by more critical

settler selection and improved teaching techaiques,

Agency Partjicipation

The kind and extent of agency participation affects the possibi-
lity of emancipation and self-sustained development. Participation
of the agency usually includes the provision of financial assistance,
skilled personnel and supporting services such as health, welfare,
education and public works. An adequate level of assistance in finance,
skills and supporting services is essential for emancipation,

The agency cannot usually participate in all three areas of
assistance adequately. The question becomes one of priority, Should

technical development be emphasized and financial resources concentrated

on land development; should settler development involving vocational
training and leadership training be given a higher priority; or should
the welfare of the settlers come first and financial resources diverted
for subsistence loans? If resources are limited, the best solution
.and perhaps the only one is to reduce the number of settlers in the
project.

Another area of settler participation that would affect emanci-
pation 1is the degree to which the agency manages and controls the
settlers. Because skills have to be acquired and discipline under
difficult conditions maintained, rules and regulations are necessary
for the efficient functioning of the settlement. If the settlement
project is viewed as an economic enterprise undertaken by the agency,

then complete control and management according to the principles of the
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firm are logical. However, if the individual settler is to be regarded
as the basic unit, then the rules and regulations might create constraints
in resource allocation. Therefore, the rules and regulations should
be formulated in such a way that the censtraints to specialization,
land transactions, and credit arrangements that might be created are

avoided.

Financial Arrangements

Paternalistic settlement as opposed to spontaneous settlement
almost invariably involves some form of financial assistance in loans,
grants or both., The terms of the loan involving interest rate, length
of repayment period and the question of collateral affect the possibility
of emancipation and productivity increases,

The prevailing rates of interest among banks and credit organi-
zations alone cannot provide a good guide to the interest rate to be
charged. Additional guides can be found in the expected returns to
investment in the settlement project, the cost of servicing the loans
in these projects, and the interest rate charged to the agency if it has
to borrow its funds.

During the period of development when the agricultural enter-
prises gradually mature, capital is required to improve the land, to
acquire better equipment, and to meet new and necessary expenses as
they arise. Capital is usually the limiting factor in maximizing
profits, When loans have to be repaid within a short period of time,
the opportunity cost of its alternative investment is high. On this
argument alone, long-term loans would contribute to self-sustained

development better than short-term loans,
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Because land titles are usually held as collateral against

repayment of all loans, rransactions involving the land are constrained.
In the case of long-term loans, land transactions and credit based on
the land as collateral are not possible tor twenty to thirty years. The
problem may be avoided if the agency stipulates that all transactions
involving the land are three~party transactions and any outstanding
loan 1s the responsibility of the settler :ind the third party. Alter-
natively, the settler may be made solely respcnsible if transactions
are allowed only when outstanding loans dc not exceed the capitalized

value of the farm.
II1. KEY DECISIONS TO LNCREASE PRODUCTIVITY

Along with emancipation, centinucus increases in the total value
product of the settlement are required for self-sustained development
to be possible. Increases in productivity can be expected to arise
from two sources. In the initial stages or development, resources
cannot be expected to yield the maximum product because the‘settlers
are still learning techniques, explocring new enterprises and establishing
marka2ts. The total value product will ustaily increase as the settlers
become more efricient and specialized. In the leng run, improvements
in technology will account for the major productivity increases, The
ability of the settler tc¢ innovate and ro exploit (hese innovations
is contingent on certain key decisions within the settlement program,
These decisions pertain to research and extension services, credit

sources, input and product markets, and tenure arrangements,
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Research and Extension

Research and extension activities on the part of the government
and settlement agency provide the major innovations that can make
productivity increases possible. In a situation where capital resources
are limited and skilled personnel have to be distributed among very
competitive projects, a major problem in allocation develops. The
settlement agency understandably attempts to meximize the efficiency
of its funds and persomnel by transierring them to new projects as soon
as the settlers have acquired the basic operational skills. On the
other hand, research and extension in the early stages are crucial to
increases in productivity. The decision to invest in research and
exteansion during the initial stages of land development is indispensable
if the total value product is to increase continuously.

A progressive phasing of investigations into the types of
possible improvement would aid the efficient use of resources invested
into research and extension. The settlemenr agency might begin with
the diffusion and application of what is already known but could not be
applied in the immediate circumstances under which the settlement was
first developed. These innovations would include the introduction of
better varieties of plants develsped in other regions and the intro-
duction of subsidiary enterprises. When these adsptive techniques
have been exhausted, research :<ould be directed at maximizing the use of

labor if labor is abundant, and then at capital-intensive innovations,

Credit Sources
The. possible sources cof credit include government credit agencies,

the settlement agency,.lccal banks and businesses and professional
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money-lenders. Agricultural credit, especially to small-scale farmers,
is difficult to service and risky because the settlers can provide
little or no collateral. Thus, leccal banks ard businesses are usually
reluctant to provide the credit, and professional money-lenders will
only do so at an interest rate well sb-ve the prevailing rates. The
facts point to the conclusion that the settlement agency 1s perhaps the
best source of credit. With all the controls that a settlement agency
holds over the settlers, there s lirtle Yisk involved in setting up
8 loan fund whereby standard rates or interest may be charged for loans
that go into productive investments.

All technological innovat:ions a:c uselzss unless and until the
settlers have access to capital. Whatever the ssurce of capital,
productivity increases cannot be expeited unless the interest rate is
low in the initial stages ot develcpment, perhaps even lower than the
prevailing bank rates, It Py be argued thar some tfarmers have developed
their farms without the need for credir- Credit tacilities are not
required only 1in situstions where technolegy 31s static or in established
communities where initial assistance 2r1sing 1iom strong iamily ties

replace formal credit organizations.

Input Scurces and Facior Demsnd

Availability or zapit.! and improeved technology v111 not in them-
selves increase the prade vty o existing rescoices vnless iactors
of preduction are available ta the sctilers in quantity, quality, and
at economical costs. According to sthutzs ) rachnoirgy 1s always

embodied in tactors of preduction sc that i1 4 new tedhnology is to be
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introduced, a set of factors diiferent in their quality and combination
from the set formerly employed must be introduced. When these new
combinations of factors have been identified, the farmers must somehow
acquire, adopt and learn the use ¢1 these fact.rs it productivity is
to be 1ncreased.2 The major concern in new land settlements 1is the
distribution of these new factcrs and the demand for them assuming
that the reaching methods are adequate.

Sources of factors of production may be private, public, or
both. While public agencies may ignore the questfon of profitability,
private firms must make their decisions on the basis of net returns to
investment. Profitability depends on the costs of entry which are
determined by adaptation of new factors to the ccmmunity requirements,
dissemination of information and overccming political and other
obst;acles.3 When costs of entry have becen determined, the two most
important factors are size of the market and lecation of the community.
Much can be done by the settlement agency to promote self-sustained
development by removing the barriers to entry through undertaking
those adaptive research abilities and exteusion services that the
private firm finds unprofitsble t. implemeat because iull returns to
investment cannot be realized. Furtherw.:e, size and location of the
settlements can be planned to inirease the velume of sales 1n a parti-
cular area and political cobstailes removed even before the projects

are implemented.

2 ,
Theodore W. Schulrz, Transisrming Traditional Apriculture (New
Haven, Connecticut: Yale University Press, 1964), p. 132.

3Ibid., pp. 154-56.
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Supply and distribution of new factors above will not increase
Productivity unless the settlers demand these new factors. Here again
the profitability Principle is crucial. Absolute increases in yield
relative to prices of factors and products, tenure arrangements which
determine share of returns between the settler and the credit agency,
and the level of skills determine demand. The settlement agency should
and can increase demand for factors by appropriate research and

extension activities and tenure arrangements,

The Tenure System

Four major categories of tenure systems may be distinguished
throughout the world today.

1. Owner-operated family farms. They range from the full owner-
ship concept which gives the owner full responsibility to utilize the
land in any way he wishes, to the lease-hold system which specifies
the use to which the land is to be put and the period of time,

2., Centrally operated estates sometimes pay the workers a
daily wage while at other times a contract arrangement is made with
the worker.

3. Grecup farming systems. These systems differ on the basis
of how the produce is shared. In the kibbutz-style farming system in
Israel, all property is held in common, all risks borne in common,
all labor pooled and most consumer goods and services commonly pro-
vided. Almost the same arrangement prevails in Soviet and Chinese
communes except that the net income is shared according to individual

quantity and quality of work.
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4. The landlord tenancy system. Variations of this system
exist in terms of how the farm is financed and the method of sharing
the produce such as cash, rent or share-cropping arrangements,
Tenure systems are usually reserved for new land cettlements on
the basis of political and philosophical consideraticns. Jacoby argues

that

« + » the perfect system which infallibly guarantees promotion
of agricultural efficiency and social well-being has never
existed. At one time or another, all systems have been adequate
or inadequate under certain stages of economic development, and
good or bad farming or progressive and regressive agriculture
have been encountered under almost every conceivable form of
land tenure.
The decisive point of view he contends should be
+ » . which system under existing conditions secures to the
man on the land an adequate standard of living from an economi~
cally sized farm and assures him at the same time of a dignified
place in his community and in soclety as a whole,
Whichever system is selected on a philosophical and political basis,
productivity increases can be stimulated by certain conditions of
tenure such as the following:

1. Security of Tenure: Long~term capital-intensive investments
will be undertaken only if the settler is assured of long-term tenure
and creditors are sure tha- tenancy will outlast the investment.

2. Minimum Number of Lease~Hold Conditions: Lease~hold =-In
conditions that specify the type of Crop to be grown may be expedient

for the government to maintain the desirable mix oi crops in the country.

However, the settler must be free to allocate his rescurces according

4E. H. Jacoby, "Types of Tenure and Economic Development ,"
Malayan Economic Review, IV, 1 (April 1959), 10.
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to the market conditions if total value product is to be maximized.
Such lease~hold conditions should be minimized.

3. Flexibility of Tenure Conditions: Conditions of tenure
within a particular system must be flexible. The system should allow
consolidation or fragmentation if such actions are made according to
economic considerations of profit maximization. It should allow
conversion from agricultural land to housing or other commercial land
if total valpe product is to be increased continuously. In short,
the tenure s&stem should change with the economic and social

circumstances.

IV. KEY DECISIONS TO INCREASE INVESTMENT AND EXPAND

EMPLOYMENT OPPORTUNITY

As the labor force within the settlement increases, through
population expansion and possible immigration of relatives and friends
from the surrounding areas because of the higher level of 1living,
unemployment can become a serious problem. Under the previously stated
assumption of limited employment opportunity outside the new settlements,
the settlement program must include far-sighted measures to prevent
unemployment and underemployment. These dacisions are important:

1. Location ard size of projects,

2. Flexibility of rescurce allocation.

3. Employment expansion.

Location and Size of Projects

The returns from agricultural investment are largely dependent

on the productivity of the land, the prices the settlement gets for
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its products, and its accessibility to the urban markets. Assuming that
prices are beyond the control of the settlement agency, then the
physical characteristics of the land (fertility, topography, water
availability, etc.) that determine its prod;ctivity and its accessi-
bility both to product and input marke:s dre :h: main tactors to contend
with in locating the project. Although both factors are complementary
in promoting self-sustained development, highly productive land is
usually non-accessible while accessible land is not already ceveloped
because it is unproductive.

Within a range of cultivatahble land where particular c¢rops
can be selected to suit the physical attributes of the land, the
decision must rest heavily on accessibility for many reasons., Easy
access in terms of distance from urban areas and over an all-weather
road means that the settlers are exposed to a whole range of available
farm inputs like fertilizers, agricultural chemicals, implements and
others. The availability of these inputs increases productivity,
stimulates investment and increases the use of labor within the farm,
The settlers are exposed to the advertising campaigns and technical
advisors of the chemical firms, and, in some instances, these firms
provide short-term credit. Easy access also means that the cheaper
transport costs will allow higher earnings and the undertaking of
subsidiary enterprises that may not have been possible for isolated
projects because of the perishability of the products. Most important
of all, employment opportunities are created only through investments.
Accessibility to capital markets in the urban areas is acquired through

‘ accessibility to product markets,
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The size of the population in a new land settlement or a group
of settlements located together influences the path of employment
expansion in two areas. In the first place, the products of the
settlement must be of sufficient volume to interest th: buyers in
the cities. Secondly, economic activities within the settlement do not
depend mainly on the commodities exported to the urban areas, Residentiary
activities such as retailing, carpentry, construction and other service
activities contribute towards full employment of resources., Such
residentiary activities can create employment opportunity only if the
number of productive farm households is large enough to render such
activities profitable. A large population of settlers also provides
a sufficient volume of off-farm labor to attract labor-intensive indus-

tries to the area.

Flexibility in Resource Allocation Within the Farm

Investment and employment expansion within the settlement are
dependent on the demand for the products of the settlement and prices
received. Demand conditions do not remain static so that resource
allocation within the farm and settlement must be flexible to cope
with adverse conditions or to exploit new zpportunities,

Flexibility in resource aliocation within the farm and settlement
is improved if the settler-training program emphasizes diversification
in technical skills and business expertise. The settler must develop
a variety of skills in a variety of enterprises not only for the
purpose of applying these skills ro subsidiary enterprises, but with

the intention of using them to change the main enterprises should the
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need arise. Resources can be shifted from one enterprise to another
only if permanent or long-term investments for specific uses are
avoided. Thus, it is unwise to plant only one permanent crop when
prices of the product fluctuate and show a downward trend in the
future. Finally, operational and investment capital is required for
any shifts in resource allocation within the farm. Special short-term
credit facilities are essential and annual loan repayments should be

spread over a long period.

Employment Expansion

In the long run, when available resources are fully utilized,
employment can be created only with increased investments. The first
requirement is capital which may be mobilized from settlers in the form
of loans and investment capital. The settlement program must, therefore,
include plans to discourage present consumption, increase vocational
skills, and existing raw material, exploit the locational advantage
of the settlement and publicize the cheap labor in the settlements.

The kind of investments made within the settlement will deter-
mine the efficiency of capital in creating productive employment. In
the early stages of development ‘when capital is scarce, labor intensive
agricultural investments and investments in residentiary activities
(carpentry, bakeries, coffee houses, retail stores) will provide some
employment. The long-term program of employment expansion must include
the exploitation of labor-intensive export-based industries which may
be categorized into linked industries and auxilliary industries, Linked

industries are those industries that are associlated with the agricultural
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activities such as rice milling, tobacco curing and food canning.,
Auxilliary industries include those enternrises that are unrelated
to agriculture and make use of local talent in traditional crafts.

These enterprises do not conflict with the settlers' work schedule
on the farm and provide employment for teenagers and old people.
Finally, the government can offer tax incentives to those business
firms that set up factories in the vicinity of the settlement. The
priorities given to alternative types of industries must depend on
the amount of capital available, the markets, the skills in the

settlement, the labor force and the raw materials.



CHAPTER III
THE MALAYSIAN FEDERAL LAND DEVELOPMENT AUTHORITY PROGRAM
I. HISTORICAL BACKGROUND

To understand why an independent statutory corporation was set
up to undertake the process of new agricultural land settlement, it
is necessary to go back to the Second World War. During the period
1941 to 1945 when the country (Malaya) was under Japanese occupation,
there was little, if any, land alienation.l In response to the food
shortages, thousands of acres of crown land were illegally cultivated
though there was little indication that the squatters considered these
areas anything more than temporary settlements. The insecurity and
the anarchy which prevailed during the period excluded the possibility
of permanent investment and prudent agricultural practices. 1In this
situation of wartime uncertainty, legal land ownership was the least
of the problems, and land distribution was at a standstill. After the
War Years and before the chaotic land records could be rectified, the
communist insurgency broke loose in 1948. The massive resettlement
schemes instituted by the British High Commissioner, Sir Gerald Templer,
whereby about half a million peasants were concentrated in resettlement
villages to deny food to the communists, complicated the situation,

Both legally and illegally occupied land had to be abandoned in many

1"Land alienation" is a term used commonly in Malaysia to denote
transfer of land from public to private ownership.

30
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areas leading to further insecurity of tenure and other more serious
problems. The occurrences between 1941 and 1955 served to explain the
fact that, by 1956 when the communists had for all practical purposes
been defeated, there were an estimated 200,000 land applications which
had not been acted on.2 The country's adminiscrative and survey
departments beset with a multitude of problems during the emergency
years could not handle the volume of applications. This and many other
indicators such as unemployment and underemployment in both the rural

and urban areas stressed the primacy of creating a supplementary organi-

—

zation besides the existing district land ortices that could speed up
the process of land alienation.

A government working party was appointed in 1955 to study the
development of new areas for agricultural settlement. The findings
and recommendations were accepted, and the Land Development Ordinance
was passed by the Legislative Council on July 1, 1956. The Federal
Land Development Authority was not set up to take over completely
the function of land alienation but :ather ro srimulate and assist
the other existing measures already taken up by the states. These
measures were:

1. Local, state and district officials were being pressed
to speed up the processing of applications for land.

2, Friuge alienation schliemes had been nrganized whereby crown
lands on the fringe of existing villages were zllocated to applicants

from the villages.

2D. E. M. Fiennes, "The Malayan Federal Land Development Authority,"
Journal of Local Administration Overseas, I, 3 (1962), 156,
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3. Group of block settlement schemes by which blocks of crown
land were divided up in six- to nine-acre lots and made available to

groups of applicants had been started.
II. THEY LAND DEVELQPMENT CREINANCE OF 1956

The Land Development Ordinance of 1956 established the Federal
Land Development Authority (F.L.D.A.). The areas of particular relevance
to this study pertain to the duties, the powers, and the financial
aspects of the F.L.D.A. and its relationships with two other related

bodies--the land development boards &nd .o~rpotations.

Duties, Powers, and Financial Provisions

The Legislative Council originally intended that the F.L.D.A.
should assist rather than replace the existing government departments
dealing with land development. The duty of the F.L.D.A. is specified
as follows:

It shall be the duty of The Authority to promote and assist

in the investigation, formulation and carrying out of projects
for the development and settlement of land in the Federationm.

And in the same section,
+ » . to carry on such activities in association with boards,
corporations or other bodies or persons (including departments
of the Government of the Federation or any State Government) or
as managing agents or otherwise on thei: behalf .3

Thus the duties included both development of land and the settlement

of people on the land.

rOeuld Oqy WHcrgamyp .

.?Malaysia, The Land Development Ordinance 1956, 20 of 1956,
Pt. 2, Sec. 3.
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In accordance with the government's goal of setting up an
organization capable of solving the multitude of land problems arising
from the War and the communist insurrection of the previous ten years,
the legislators had to provide a certain amount of flexibility with
room for the F.L.D.A. to maneuver in its relationship with the State
Governments. Additional flexibility in its duties was accorded also

in the following sect!on of the Ordinance:

In addition to the duties imposed by this Ordinance, The Authority
may undertake sucih other functions and administer and expenc

such other monies for such purposes as the Government of the
Federation or of any State may assign to The Authority and, in

so doing, The Authority shall be deemed to he fulfilling the
purposes of this Ordinance and the provisicne shall apply to The
Authority in respect of such functions and the administration

and expending of such monies; provided always that the accounts

of such monies shall be kept separate and apart from those of

the fund and of every board.%

One clause in the Ordinance is indicative of the wide range of
powers conferred on the F.L.D.A. in the performance of its duties:
+ + » to do anytning and to enter into any transaction (whether
or not involving expenditure, borrowing in accordance with the
provisions of this Ordinance in that behalf, granting of loans
or investment of money, the acquisition, use and disposal of any
movable or immovable property including rights) which in its
opinion 18 calculated to facilitate the proper discharge of its
functions or is incidental or conducive thereto,?
In the exercise of these powers, the F.L.D.A, is constrained by two
conditions. These conditions are not designed to curb its powers but
instead to promote cooperation between the F.L.D.A. and both the

State and Federal Governments, First, the F.L.,D.A. cannot act without

consulting with the government of the state concerned or with any

.
“1bid., Pt. 2, Sec. 6. ’1bid., Pt. 2, Sec. 3.
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department of the Federal Government associated with the project.
Second, the Ordinance provides for the Minister to give directions of
a general nature to the F.L.D.A. in matters which appear to him to
affect the interest of the country, and the F.L.D.A. must gilve effect
to such directions., Since it is to the advantage of every State
Government to cooperate with the F.L.D.A. so that financial assistance
can be obtained and since it is prudent for the F.L.D.A. to carry out
its activities in accordance with the priorities set by the existing
government (the chairman of the board of directors and the directors
are appointed by the Minister), these two constraints do not amount
to much.,

To finance the work, a land development fund was established by
the Ordinance and placed under the control of the F.L.D.A. The sources
of this fund include:

1. Capital sums provided by the House of Representatives from
time to time

2, Capital sums allocated from government loan funds

3. Sums borrowed by the F.L.D.A.

4. Any property, investments, mortgages, charges or debentures
arquired by or vested in the F.L.D.A.

5. All other capital assets accruing to the F.L.D.A.

There appears to be negligible restriction in the use of these funds
apart from the specification that revenues be sufficient to cover
depreciation, interest on loans, a reserve fund and all chargeable

sums,
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Land Development Boards and Corporations
The Land Development Ordinance of 1956 gave each state the
power to create a land development board to assist the existing state
land office. 1In the exercise of their duties, the boards could set
up corporations along the lines of business corporations to carry
out. and manage the land development projects. The F.L.D.A. was supposed
to extend financial, managerial and technical assistance to these
state-established boards and corporations. At the same time, the F.L.D.A.
was also authorized to create corporations for special projects with the
concurrence of the State Governments, This working relationship between
the F.L.D.A,, boards, aﬁd corporations was established because land
is under the control of the individual states, and a system had to be
devised whereby the state could preserve its autonomy in land matters,
III. GOALS OF THE SETTLEMENT PROJECTS IN MALAYSIA
aor
By delineating its goals, the F.1..D.A. has had to contend with
two sets of considerations. On the one hand, there were the national
goals. The first and second Malayan five-year development plans of
the newly independent country were drawn up to solve these problems,
‘and a picture of the kind of problems that were involved can be obtained
from the second five-year plan, 1961-1965, which emphasized rural
development. Basically, this aspect of the plan involved these
objectives:
1. To provide facilities and opportunities for the rural
population to improve its level of economic and social well-being.

2. To provide employment for the country's population of working-
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age which is likely to increase by about 15 percent during the plan
period.

3. To raise the per capita output of the economy and to protect
per capita living standards against the adverse effects of a possible
decline in rubber prices.

4. To widen the variety of Malaysian production, emphasizing
the development of other suitable agricultural products in addition
to rubber, and giving every reasonable encouragement to industrial
expansion.

5. To improve and expand the social services needed to provide
educational opportunities for the rapidly growing school-age population;
to extend the public health services over a wider coverage of the rural
as well as urban populations; to assist in large measure in the pro-
vision of housing; and to provide more adequately for rural and urban
utilities.6

On the other hand, the settlement agency has had to take a
close look at the aspirations of the rural people. With the advent
of independence and the corresponding promises made by politicians
seeking election, the rural population not only expected a better life
but a measure of equality with the urban population. Taib, utilizing
data from the Household Budget Survey of the Federation of Malaya
1957, illustrates in Table 2 that rural families, as a group, had

lower incomes than urban families.7 Another factor that complicated

6Andak, "The Work of the Federal Land Development Authprity," p. 2.

7Taib bin Haji Andak, "The Application of Strategy to Tactics--
F.L.D.A.--A Case Study," Report on Regioual Seminar on Development
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TABLE 2

RANGE OF MONTHLY INCOMES OF MALAYAN RURAL AND URBAN
HOUSEHOLDS IN 1957

Range of Fercentage Percentage
Monthly Income Rural Urban

M$)8 Households Households
Up to $25 1.3 0.5
Over $25 up to $50 7.7 1.5
Over $50 up to $75 15.0 2.8
Over $75 up to $100 20.0 5.2
Over $100 up to $125 20.0 10.0
Over $125 36.0 80.0

-

%The exchange rate in 1970 is M$3.06 to USS$1.00.
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matters was the fact that the poor rural population, from whom the new
settlers were to be drawn, was engaged in rice farming in contrast to the
richer rubber planters. Rubber with all its price uncertainties still
yielded a much higher income and security irom crop failures, and there
was an assured market. Besides, there was a wealth of knowledge in the
country about rubber planting but little else. The prospective settlers
favored rubber cultivation. This was a direct contradiction to the govern-
ment's plans to diversify the existing rubber-based agriculture. (Of the
approximately 6,000,000 acres thenlin cultivation, some 4,000,000 acres
were in rubber.) Thus, two factors dominated the settlers' concerns:

1. The expectation of a much higher income than the average
rice farmer or even the average rubber planter, and

2, The desire to engage in the production of a crop which could
be marketed without any pioblem and which possessed the advantage of a
permanent crop such as assurance of a regular harvest. Increasing capi~
talized value of the rubber or oil palm holding was a further attraction.

The F.L.D.A. has attempted to delineate a framework of functions
for itself that would be in harmony with the economic and social policies
of the government and, at the same time, take into consideration the
aspirations of the people. After a ten-year period of adjustment and
adaptations, the present Chairman of the F.L.D.A., Taib bin Haji Andak,
defined these functions and objectives in 1968:

1. To settle landless rural families on newly developed agricultural

land and provide these families with a reasonable standard of living.

4-14 February 1968 (Kuala Lumpur: Malaysian Centre for Development Studies,
Prime Minister's Department, 1968), p. 8.
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2. To provide these rural families congenial 1living conditions
in nucleated settlements which would, therefore, have to cater for
reasonable standards of housing and public and social amenities.

3. To make training and extension facilities available to
settlers so that they could become good farmers.

4. To arrange for the processing and the marketing of agricultural
produce of the new settlements so that the farmers get a fair return
for their 1abor.8

A justifiable interpretation that can be given to this set of
goals at this stage is that, although settling landless people was the
original intention of the government, the F.L.D.A. was not as concerned
with creating as many jobs as possible as with giving the highest
standard of living to the settled people as is consistent with its
resources of funds, personnel, land and, more significantly, with the
existing state of technology. This is borne out with a detailed examina-
tion of the action program in this thesis. Thus, the multiple objective
approach of the F.L.D.A. may b< summarized following the system of primg
maximizing objectives and constraints as: to maximize the income and
levels of living, subject to the constraint that an adequate number of
jobs are created to justify the project.

What are the implications of these goals for self-sustained
development? There does not seem to be any inconsistency as far as
these very generally stated goals are concerned. Nevertheless, one

point needs to be emphasized. The overall concern appears to be with

8Ibid.
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raising living standards, provision of social amenities and creating
"good farmers." This might be necessary and desirable in the short-
run., However, there is no statement within the multiple goal framework
that suggests any special attention to meeting future problems of
expanded sattler population, changing market conditions, and technology

and withdrawal of special F.L.D.A. assistance.

IV. RESOURCE CONSTRAINTS IN THE MALAYSIAN FEDERAL LAND

DEVELOFMENT AUTHORITY PROGRAM

An examination of reports and papers published by The Authority
reveals that achievement, in terms of sectlers and acreages, fell short
of target between 1957 and 1965. There were no substantial achieve-
ments in the early years between 1957 to 1960. The Authority was
cautious and allowed itself a period of adjustment in which it developed
only 14,000 acres of rubber land. Under the second Malayan five-year
plan, 1961-1965, 60 schemes involving 250,000 acres of land and 24,000
farm families were scheduled for development. However, by the end of
1965, only 150,000 acres were developed and settled by 14.000 families.
A report published by the F.L.,D.A. estimates that, during the period,
achievement fell short of the target by 23 petcent.9 It appears that
during the period of the first Malaysian five-year plan, 1566-1970,

The Authority was able to cvercome the obstacles and speed up the

9"Land Development in Malaysia under i}z Federal Land Development
Authority" (Kuala Lumpur: Federal Land Development Authority, March
1966), p. 13. (Mimeographed.)
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settlement process. Table 3 1llustrates the rate of progress in area
development.10

The Land Developmen: Ordin:nce preovided a number of sources

of funds from which The Aucthoritwv ¢culi diaw. Apart irom grancs and
loan funds f:om the Federzl Guvernment, 11 ¢suld znd has borrowed from
other organizations such as the Cimmtnwsalrh Development Corporation
(M$5,145,250), the Internarional Bank 1 Reconst:acrion and Development
(M$3,787,924) and the Asian Deveiopment Bank (M$8,200,000); negotiations
are under way ioc lcens roow ths W .9 Bank w.: develop the Jengka

11 , ‘ i
Triangle. Conclusive evidente printing Lo the .act that fuads were
not a limiring ractor 1s shown in *he (968 znd 1969 expenditures.
Seventy-nine percent cf the scheduled drawings irom the approved
estimates was drawn in 1968 and znly 68 per.ent in 1969‘12 The funds
were available, but the prcgram o: work was slow.

The factors that impeded the 14te »f settlement were identified

in a publication of the F.L.D.A. snd o:¢ as follows;

l. Agricultural diversifiisrion: In keeping with 1ts diversi-
fication program, the Goverrmen: de:ided 1r 1964 that ss many as
possible ot the new areas - ¢ b ieve:-ped should be devoted to o1l
palm uculrivation. This meau: that nany ot rth: aieas which had been
investigated and which had been ::zund to be suitable for rubber
development covld n t be develipad while new ccess sultable for
211 palm were nor caenmab’. tL 1nseai-te de.clipment because they
were located tou fer :roim existing toeds ¢ required further
investigation berfove devel pmeént - :.ld praoceed.

2. Scarcity ct .ontrastuzl rescuries: A signiticant pactor
that impeded & féeste: rate ot development than thar achieved was

due to the scarcity 2t acrpendable and e, urien' coctractors with
adequate resources and & sur:: :ont number of woerkers skilled in

10"Federal Land Development Authocity, Deett Annual Report, 1969,"
p. 5.

Vypia,, p. 22, Y2, 54, , p. 20.
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TABLE 3

F.L.D.A. LAND DEVELOPMENT PROGRAM UNDER THE FIRST MALAYSIAN PLAN,

1966-1970
———— ——— o J
1966 1967 1968 1969 1970
Target Acreage 32,000 21,000 29,000 29,000 30,000
Achieved Acreage 28,747 27,379 33,388 38,249 -
Excess/Deficit -3,526 +6,379 +4,388 +9,249 -

Target Acreage Cumulative 32,000 53,000 82,000 111,000 ——
Achieved Acreage Cumulative 28,474 55,835 89,241 127,490 -

Excess/Deficit Cumulative -3,526 +2,853  +7,241 416,490 -
L
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the fairly specialized task cf jungle clearing. The demand for
such people was cn the increase due ro prcgrams undertaken by
various state gcvernments in iringe alienation schemes and also
by private sector estates. As The Authority was not willing to
pay higher prices than reasonable, it had to slow down a little
on the pace of development.

3. The shortage of qualified and experienced staff in relation
to size of program: The magnirude znd type of woirk underrtaken
required the services ol qualified, expericnced snd dedizarted
men. While it was relatively easy 1o cbrtain sus-able people for
the lower category oi field stzfr, ir w:s ingeed difiicult to get
a sufficient number cf suitable, high caliber men for the higher
field management posts such as assistant MaDagers, unid: managers
and visiting managers in view oif the short supply and the h:zav
demand for such pacple by cther orgenizations involved 1in agricul-
tural development.

4, Delay in the village development and the picvisicn oi
infrastructure services: Village develcpment and the provision
of infrastructure services in scme schemes itzgged behind
agricultural devel:pmenr wirh rhe vinsequent delay in the intreo-
duction of settlers to sc.heics

5. Nondevelopment of subs:di.ry “fup areas due o lack of
adequate relevant infcrmation: In The Authority's existing 62
schemes, a total ares of aver 40,000 scres earmarked fsor subsidiary
crops are being kept undevel:ped due to dif:iculties in deciding
what crops to prcduce and how muth reo preduce taking into considera-
tion soil patterns, tcpcgraphy, : iimste and envircnmental conditions
and, most important ct 4il, the maiketabllity or suggested crops
both within the countryv and ourside., This will account for a
substantial portion ct the 1-.

6. Delay in the extraction 2¢ .:lusbie ‘ommercial timber: 1t
is required that viluable ¢ omms:. 10! timber sho..d be extracted
before commencement ¢f & s¢ heme by Tha authority. While this 1is
not a major problem, lay in the state government controlled
extraction by license 138 slowed rhe paie of development of some
schemes to a ce:tain eacent during thus per:i-d 13

The above diagnosis by the F L D.A. 1tscll shows that the (on-
straints can be reduced to the lack z: skills within the agency, end
the public sector and the settlers. Two cther tactrcs involving the
problem of diversificaticn and the delay in cxrrection of timber may also
be identified with the inadequacy of Jiversitied agrizultural skills in

the country and the pozr tinber ent:szinen preiess.

13"Land Develipment in Malsysia under the Fede:si Land Development
Authority," pp. 13-16.
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V. IMPLICATIONS FOR THE PRESENT SETTLEMENT PROGRAM FOR

SELF-SUSTAINED DEVELOPMENT

To what extent is the present Malaysian land settlement program
stimulating the growth of communities capable of self-sustained govern-
ment? There is little conclusive evidence to verify whether self-
sustained development of the settlement has been achieved or 1s under
way. For one thing, none of the settlements is as yet independent of
The Authority's direction since loins have nct been fully paid up and
titles issued; also, the earliest projezts initiated in 1957 have not
been in existence long enough for the development process to run its
course. Any conclusions then must be speculative in nature and depend
on available information augmented by logical analysis along the lines

set up in the previous chapter.

Settler Seiection
As a prerequisite, applicants must possess these qualification:
1. State or federal natiomality,
2. Age between 21 and 45,
3. Married status (preferably with children),
4. No criminal record,
5. Gcod health.
These criferia assure that the pctential settlers are at least motivated
by the responsibilities oi family and citizenship. The health and age
stipulaticus limit the settler appointments tc thcse who are within
the economically productive age group. Thus, considerably progress has

been made even in the initial stages to acquire the human material that
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is potenliilly capable of building an econcmically viable community. In
this initial weeding-out process, the emphasis is not on need but on
ability. If the settlers possess these prerequisites, they are then
interviewed individually by a selection committeec consisting of F.L.D.A.
representatives and state government representatives. The selec-ion
process is based on age, agricultural znd cther skills, number of
children and ownership of land in order of importance. A detailed
account of the weighting system and method of assessment is given
in Appendix A.

Examination of this system reveals that while age ard skills
count equally in terms of the total index ©f 10 points assigred to
each, it is actually easier to score a higher number of poinrs o. the
basis of a person's age than on his skills. For example, an applicant
has to have skills in o0il palm or rubber, rice planting or market
gardening, general rural activities and -arperntry, barbering, etc.,
to acquire a total of 10 points while he is credited with 10 points
3imply because he is 28, 29 or 30 years old. Skills are much more
valuable to a community than the age fartor ¢f ihe settlers for early
attainment of self-sustained develepment. While therée is considerable
leeway in selecting the age factor, skills are much more restricted.
Thus, 1if self-sustained development is desitable, a greater weight

/,
than presently assigned should be attachod o skills.l'

AAS the system now stands, an applicint 30 vears cf age with
five children and no skills rauks ihove an appiircant 21 years of age
with one child and all the skills listed 1n the .riteria. Faster
emancipation and better chences of seli-sustainsa development will be
realized if this slight discrepancy is ~iadicatid,
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Apart from this discrepancy in relative weights attached to the
criteria of age and skills, the system of selection is sound and compre-
hensive. If methodically applied, the two-stage selection process will
enable the needy but capable rural people to be chosen. The criteria
for selection can give added impetus to self-sustained development
of the settlement without hurting the needy if skills are emphasized

and education and resource ownership criteria added.

The Role of the Settler

Upon being selected, the settlers move into ready-built houses
in villages within the project. The rubber or oil palm crop has already
been planted and the sctiiors are given tools and implements to work the
land. The tasks involved i 'uue weeding, pest control, disease control,
fertilizer application, and geuneral care of the trees. Instead of
working on individnal plocs of land, a group of 10 to 12 settlers is
allocated 80 to 100 acres to work cooperatively., The system makes
supervision and dissemination of technical knowledge easier. Even if
the settlers have considerable knowledge of the crops, rubber and oil
palm, there is a need in the carly stages to instill in the minds of
the settlers the importance of advanced techniques, Under a system of
subsistence credits, settlers are advanced funds commensurate with their
efforts. For each working day, settlers are given a subsistence loan
of M$4.90 and assured 24 working days a month. The land is divided
into individual holdings only after four years from the time of planting,
in the case of rubber, ard there is no allocation of individual holdings

in o0il palm schemes. When the trees have attained maturity, processing
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and marketing of rubber or palm o0il are managed by The Authority. Land
.titles are issued to the settlers, and emancipation from The Authority
achieved only after all loans have been paid up--a period of approximately
18 years after planting.

The above "package deal" has many advantages in the particular
context that it is implemented. The settlers who generally come from
subsistence areas all tend to be relatively unskilled in the cultivation
of rubber or oil éalm. They also tand to be alike in that they do not
possess the capital resources needed to establish.a permanent crop and
to live on until the first harvest some four to six years later. Under
these circumstances, failure of the project in the sense that the
settlers are forced to abandon the project is prevented only by ensuring
that the crops are successfully planted and that there is a means of
subsistence in the interim period. These three characteristic features
dictate the role of the settler:

1. In the farm operation, he almost assumes the role of an
estate laborer. Decisions on the crop, the technical practices, and
the management functions are made by The Authority.

2. He is dependent on The Authority for his daily subsistence
allowance and must accomplish a specified task daily in oxder to be
eligible for the allowance.

3. He is not allocated a plot of land until the fourth year.
There is little opportunity for the settler to exercise and to acquire
those claracteristics that are crucial to the attainment of emancipation
from The Authority, namely, management ability, business know-how, and

the incentive to make the best of his individual plot of land. Apart
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from the technical knowledge acquired from carrying out instructions from
the supervisors and instructors, there is little else learned. The physi-
cal development oi the rubber or oil palm has taken precedence over
settler development. This may be expedient under the pressure of the
F.L.D.A. having to realize certain settlement target figures with
limited resources of personnel. But in terms of emancipation and
self-sustained development, negligence of settler development is unwise.
An indication of how detrimental the delineated role of the settler has
been is obtained by looking at the subsidiary enterprises on vacant
land within the project. At the end of 1969, about 5,800 acres were
estimated to have been utilized for minor cash crops.15 This is roughly
70 acres per project or merely 0.18 acres per farm family if averages
are taken over all the projects. Even is these averages are unacceptable
because projects are at various stages of maturity, it still represents
an extremely poor performance considering that provision is made for
every 4,000~acres project to set aside an additional 800 acres for
cash crop development.

The role of the settl. -, with regard to the affairs concerning
the project and the community, is more encouraging. In every project,
a scheme development committee made up of settler representatives
and a project manager is established. As described by the Chairman
of the F.L.D.A.,

On this committee sit settler representatives; F.L.D.A. scheme
managers act only as advisors. The main function of this committee

15"Fedetal Land Development Authority, Draft Annval Report 1969,"

p. 11.
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is to promote the idea of self-help amongsat the settlers. To
set the pace, scheme managers make it a point to involve the
committee in the day-to~day running of the scheme. At the
beginning, understandably, the participation of the committee
in management affairs is not extensive. However, progressively
it 18 given more and more doses with the intention that this
committee should eventually emerge as a strong and functional
body that would replace the F.L.D.A. management when the time
comes, )6

At the end of 1969, 58 such committees were in existence. These
committees can hasten emancipation if proper guidance and adequate
encouragement are given by the F,L.D.A.

While every effort has been made to stimulate settler participa-
tion in community affairs, The Authority has tended to assume tight
control on farm enterprises and practices. This philosophy appears to
arise from two viewpoints. In the first place, the F.L.D.A. recognized
that the fundamental aspect of the problem of rural poverty stems from
the lack of initiative. Community development within the project
directed at development of the necessary initiative requires that the
community perform those functions that it can and acquire those it
cannot from skilled leaders and organizers of The Authority., The
second point pertains to the tight controls within farm decision-making.
There seems to be the feeling that success or failure of the settlement
project rests with the crop so that, at least before the crops reach
maturity, the luxury of experimenting with the settlers' initiative
cannot be practiced. That this reasoning appears to be sound for the

Malaysian situation is evidenced by the fact that fringe alienation

and block alienation projects carried out by the various state governments

16Andak, "The Application of Strategy to Tactics~-F.L.D.A,~-
A Case Study," p. 20.
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have not met with much success and led to the creation of the F.L.D.A.
in the first place. However, it cannot be denied that successful
development of the crop is achieved at the high cost of poor develop-
ment in management skills,

In terms of his place in the community and his status, the
settler is subject to expulsion from the project should he fail to
comply with the rules and regulations of The Authority without any
due compensation before the land titles are issued (within 18 years) .
This is necessary only when community spirit and initiative may be
sabotaged by individuals, and it is wise not to practice this too
often so that settlers can have a certain amount of security. This

seems to be the case in the Malaysian context.

Agency Participation

A number of foundation principles enumerated by the regional
controller of the Colonial Development Corporation from the Far East,
D. E. M, Fiennes, indicates the degree and extent of agency partici-
pation.17

1. The initiative for land alienation would come from the
government or The Authority and not from the potential settlers.

2. The Authority would plan full employment for each family
and the maximum income possible.

3. The settler should grow the crops most profitable.

4. Settlers are not guinea pigs. They are there to grow proven

crops for their own benefit, and not to be an experimental atation

17F1ennes, op. cit., pp. 157-59,
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for well-intentioned scientists.

5. The Authority's principle is to settle the best farmers on
the best land available.

6. The livelihood of many people is at stake as is the
future prosperity of the country. Therefore, the best management
must be employed for development of the projects.

These principles extend the participation of the government
and The Authority to every phase of development. Broadly speaking,

The Authority's almost limitless participation involves the selection
and transfer of the best farmers from the subsistence agricultural
sector to new areas which have already been planted with the currently
most profitable crops, rubber and oil palms. The F.L.D.A. assures the
settlers of the highest income as is compatible with the capability

of the farm family labor and makes certain of successful implementation
through the best possible arrangement. Until the settlers can assume
full responsibility, complete investment financing and partial subsis-
tence financing are undertaken by The Authority,

Participation of The Authority and the government is not limited
to the above but extends to the provision of both public consumption
services--piped water supply, telephone lines, prayer house, public
playground, and shopping centers--and physical and institutional
infrastructure--access village roads, schocls, health clinics, community

centers, and other aspects of village developmentl18

18Wharton's definition of infrastructure is meant here and through=-
out the thesis. The definition is as follows: "The physical capital and
the institutions or organizations both public and private which provide
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This approach of The Authority and the government with its
intendant high costs is fully justified when dealing with subsistence
farmers and permanent crops which require intensive care, several years
to come into production and high capital investments. In this case,
there is little concrete criticism that can be directed at the program
of land development. What is of concern here is the program of
settler development. The Authority has made provisions for the orderly
transfer of activities and decision-making to the settlers as can be
seen from the schedule in Appendix Table A-1. The Authority has also
provided the physical and institutional infrastructure to facilitate
further economic development. There is, however, little planning in
these crucial areas.

1. Opportunities for settlers and dependents to acquire skills
beyond those required to be a good rubber or oil palm planter.

2, Strategy for attracting labor-intensive industry into the
project in the future.

3. Establishment or stimulation of marketing channels for
subsidiary products and services.

4. Special assistance for individuals should they wish to engage
in activities beyond that engaged by the group.

In short, the agency's participation is almost excessive in rubber

and oil palm development but lacking in the area of settler development

economic services to and which have a significant effect directly or
indirectlv upon the economic functioning of the individual firm but
which are external to the separate individual farm firms." C. R.
Wharton, "The Infrastructures for Agricultural Growth," in Agricultural

Development and Economic Growth, Herman M. Southworth and Bruce F. Johnston,

eds. (Ithaca, N.Y.: Cornell University Press, 1967), p. 107.
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and stimulus for further increase in productivity of the land and labor

beyond that of the main crop.

Financial Arrangements

The extremely paternalistic orientation of the settlement program
and the extremely rigid order of activities stem in part from the complete
financing of the settlement project by The Authority and the government.
The financial arrangement is categorized into three accounts, namely,
the loan account, the administrative account, and the federal account.

1. The loan account includes capital expenditures on jungle
clearing, ground preparation, planting material and planting, settler
houses including site preparation, settlers' tools and implements,
recurrent expenditure expended on weeding, manning pest and disease
control, and other maintenance activities. (This is the subsistence
loan to settlers.) Expenditure under this account is recovered from
the settlers at 6 1/4 percent interest through monthly installments
from the time the main crop comes into production.

2. The administrative account includes ca 'tal expenditure on
office buildings, staff quarters, furniture and fittings, vehicles,
plant and equipment, and recurrent expenditure for management expenses.
These items are not recovered from the settlers and are met from
national revenue.

3. The federal expenditures on social overhead 1involving
education, communication, health, water supply, police station, and
recreation, religious and community centers ace not recoverable.

The financial cost of a rubber and oil palm scheme are given in detail

in Tables A-2 and A-3, Appendix.
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The policy of The Authority with regard to loan repayment is to
realize complete repayment in as short a period as possible subject
to the condition that there is a minimum adequate level of consumption
and working capital available to the settler. Variations among schemes
do occut, but the loan incurred for the development of each farm
approximates M$10,000. Together with the contingency subsistence
allowances which vary from individual to individual and the interest
element calculated from the time the expenditure was incurred at an
interest rate of 6 1/4 percent, the total indebtedness averages around
M$§16,000 per settler. After the rubber or oil palm crop matures and
becomes productive, settlers are allowed a subsistence income of M$100.00
per month rising over a period of M$175.00 of the residual cash income
from the crop, Two thirds goes to loan repayment while the settler keeps
the other third. This feature purports to stimulate some incentive on
the part of the settler. Table A-4, Appendix, gives the yield, total
cash income and amount of loan repayment for a settler with an eight-
acre farm c! rubber. The settler is expected to complete repayment
of the loan account about 18 years after entering the settlement., The
price of rubber is assumed to be M$0.70 per pound and that of palm cil
to be M$400.00 per ton. However, the long-term trend of the prices
of these commodities is expected to fall. The problem this poses to
the settlers and to the nation is illustrated by the fact that, should
the price of rubber fall to M$0.55 per pound, the repayment period
will have to be approximately doubled if the level of subsistence is to
be maintained.

By the end of 1969, 53,320 acres of rubber in 35 scherss and
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35,903 acres of oil palm in 10 schemes were in production. The loan
repayment up to that period amounted to M$4,265,452 and is on schedule.19
This is facilitated by the fact that group processing and marketing is
under the management of The Authority.

Given the particular set of circumstances in which the settlers
own no capital resources whatsoever and the agricultural enterprise
happens to be a long-term capital-intensive affair, little criticism
can be directed at the financial arrangements. Adequate subsistence
and investment credit is supplied to the settlers for the full develop-
ment period of the farm. The loan repayment schedule is drawn up in
such a way that the settlers' welfare is considered first; that is,
an adequate subsistence allowance is provided before two-thirds of the
residual ircome is subtracted for loan repayment. A commcndable
feature of the schedule is that the period of repayment is flexible
and dependent on the price of the product--a variable which is beyond
the control of the settler and, therefore, should not work against him.

The present financial schedule carries two features of special
bearing on eventual self-sustained development. First, the title
to the land is the collateral for the loans obtained from The Authority.
Second, the schedule of repayment is uniform for all settlers under
The Authority. There is no indication that settlers could cancel their
liabilities within a shorter period if they were so inclined and had
the resources to do so. The implications of these two features are
important. As long as land titles are not issued, transactions between
the settler and any agency other than The Authority involving the land

are not possible for a period of 18 years. Sources of credit from the
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private sector are thus inaccessible to the settler. If short term
credit facilities are not created by the F.L.D.A., the opportunities
open for the investment of whatever small savings the settler might
have are limited. This might lead to higher consumption and less
investment. There might also develop a situation in which the limited
amount of savings is invested in enterprises yielding a return less
then the interest payments on the loan from The Authority so that the
settler is at a disadvantage. Self-sustained development is contingent
on the freedom to make the best investment choices, even to the extent
of selling the farm and getting a job from another settler, or when
investment opportunities are negligible, to pay up the loan faster

instead of consuming the surplus.

Research, Extension and Education

In the past, the F.L.D.A. has relied on various research organi-
zations in the country such as the Department of Agriculture, the
Rubber Research Institute, and private oil palm research agencies
for technical and managerial innovations, With the expansion of activi-
ties and the consequent growth of the organization, problems peculiar
only to the F.L.D.A. have increased. In addition to the problems that
arise directly from the activities of the F.L.D.A., problems inherent
in the rural sector continuously impede progress towards the goals.
Research into these problems and extension of the results are crucial
to self-sustained development of the settlement.

Priorities are difficult to set because of the multitude of
urgent problems involved. However, areas that require urgent research

are easily identified and include the following:
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1. The uncertain market condirions for rubber and oil palm
require research into alternative crops leading tc diversification
of the farm enterprises. Continucvs in zesses in the total value
proeduct of the farm will be mere €581ty realized if resource allocation
16 flexible and new cpporrunities explcited,

2. The level of satisfaction and motivation ot the settlers
is crucial to self-sustained development ot the community. As more
people are settled and as new pProjects mature, the F.L.D.A. must
have informatioa on settler behavior Further p:oliferation of these
new land settlcments is justiiied only 1f the social and psychological
variables are evaluated and used as a basis for planning.

3. Research into investment opportunities and employment
expansion both within the sertlement and outside is important if
living levels are to be maintained. The possibility of emigration
as the labor force expands within the settlement should be studied,

In response to this urgent need for more research relevant
to The Authority, a research organization has been set up at Sungei
Tekam adjoining the Jengka Triangle, the largest area (250,000 acres)
scheduled for development. It has also increased 1ts research staff
from 6 in 1968 to 20 in 196920 and set up «n adviscry committee on
research consisting of members frcm The University, the Department
of Agriculture, the Rubber Research Inctitute and a private research
agency. It appears that The Authority is toncentrating on technical

agronomic problems in the initial stage, but, uriess a comprehensive

2°1b1d., p. 4.
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research program is fcllowed, continucus increases in productivity and
self-sustained development will be ditiicult.

Although skills 1n agriculture :eature prominencly in the selec-
tion prozess, the mejority ot the serctlers come from the subsistence
agricultural sector and 2re priricient only tn traditional pracilces
The organization >f activities within rhe project 1s geared towards
the training of the settlers 1n modern ogciculrural techniques.

1. Within-farm, decisions are¢ msde by the management c¢n the
premise that the techniques used will be completely new to the settlers,

2. The land is not Aivided :inte sudividu-l plots but inm bleocks
to be worked cooperatively by groups. This allows for the more eificient
use of personnel 1in the training process.

3. Apart from the cn-the-job tteining approach, sectlers are
given special courses 1n agricultural practices in the classroom and
through the mobile extension units.

This method m2y be erficient in tamiliacizing the tradition-
oriented settlers with moderr techniques oif rubber and o1i palm
cultivation. The approsch is, howercr, highly prescriptive in nature
and does nct afford the settler murn opposrunity o acquire divezsified
skills and to specialize accurding te his inc.inations. Furthermore,
the treedom to experiment with newiy learned techniques based con
individual decistons cn the setrler’s privarte plot of land is limited
because of the system ot -ollective ownership and .ceration during
the development stage- Extension methods should place greater stress
on the teaching cf divers:tied skills to 1ndividual serzlevs,

Each settlement project is provided with schools where the children
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of settlers can obtain a primary education. This represents an improve-
ment over general levels ot education elsewhere. There is, however,
little emphasis on vccational training for youth either within the
projects or nearby. There is a largze number of vscational schools
throughour the country which could cater to the F.L.D. A. prcjects,

These schools, however, are geared t:iwards large-scale industry and the

skills taught are less suitsble for rural siruations

Tenure Arrangements

Mr. D. E. M. Fiennes, :itrst Chaitman -{ the F.l D.A., cbserves:
The second advantage de:iving ftom “ne :iret wss the universal
acceptance ol and wish 'or :ndisiduds lan! ownership with perscnal
benefit accruing trom che rewatds o gosd cultivazion  The Malay
rural communities, th-ugh tr=ditionally little welrare srates
in many respects, have always recogrized land as perscnal
property. Thus, no revclution 10 t:adicion:l farming attitudes
was necessary.
In terms of the cempatibility cf smd: idac: lond swnership with preduc-
tivity increases and leng-term nvestments, there 1s every advantage
in the system. Eventual cwnership oi the l.ng by the settlers will
inevitably bring zut the best in ~he soriler w. b respect to his labor
and his capital investmen's. dudging rrom rhe sane indivianel land
ownership patterns in the develop.d  ~untioes o the woi ld, there is
little doubt about sis Compa. ib.iity,
Having a.cepted this system c1 tenure, . Speiltic set of

conditions had to be desipgnivd <o <suit “he necds 1 the sctt leaent

program. The Land (Group Sctr)eaent Arecs) Acr 1 1960 which was

1Flennes, cp. _«it., p. 157,
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subsequently amended in 1951 applied to the F.L.D.A, tenure system,22
The more salient features of this act and especially the amendment
are:

1. 1Ir allows the cooperarive development of areas whete the
main crop (oil palm) deems such a system as expedient.

2. Settlers are permitted te wccupy their future hoiding 1n
expectation of the titles.

3. Settlers will be issued titles by the state governments
only on completion of repayment of their lozrs from the F.L.D.A.

4. No joint ownership o* such holdings is pe:mitred and there
is to be nc subdivision.

3. Provision 1s made izr holdings to revert back to the F.L.D.A.
in case of breach or default by a settler in the condition or obligerions
in the agreement between him and the F.L.D.A.

These features or the Land Act tequite :ri1tical examination.
Provision for cooperative development or the iarms where necessary
gives The Authority maximum flexibility 1n the way it organizes the
settlers and freedom to adjust the crganlzation as it sees fit. If
this implication is develcped further, there seems to be a tendency
for The Authority to select the organizational pattern (ccoperative vs,
individual development in o1l palm and cubber, respectively) ac:ording
to the needs of the crop rather than to the settlers themselves. The
issue is not whicheve: system is better, bur rather, under different

circumstances, the formulation ¢t the system &f development must be

22Federa1 Land Development Authority, Annual Report 1966
(Kuala Lumpur: Federzl Lind Development Authority, 1967), p. 36.
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tailored te the psychclogical peculiscities of the people. This 1s basic
to the development of an economically viable settlement.

Apart from the previously discussed problem of inaccessibility
to private se<ror credit scurces resulting froem tl ~onditions,
the mobility of the labor forze is restricted. The free ~arket fovces
which direct the survival of the best iarmer ace hampered  However,
this problem 1s partially amelisrated by the czndition that the holding
is to revert back tco the F.L.D.A. 1n case zf breach or defau®t 1n the
condition of the agreement.. 3Seeing rhat the sgreement compels the settler
to develop the land ~¢ a minimum satisfazrory <uondition, The Authority
has considerable power and time to weed ~ar those who might not be able

to succeed and replaze them with those who can.

Flexibility in Resource Allzcation within the Farm

Flexibility in resourte allccation within the farm in F.L.D.A.
projects is very much limited by the nain enterprises initially selected.
The permanent crops, rubber snd o1l palm, take several years to come
into production (six and four years, respectively) and continue to
produce good crops for approximately 20 years. A settler is thus
committed for much of a working lifetime tc the permanent enterprise
selected. The huge capital investment involtved makes replacing rubber
or oil palm with other ¢rops uneconcmical beioste there have been maﬁy
harvests. The flexibility tc make later improvements in the farming
system is limited nct oniy by capiral resources elready Z-mmitted to the
permanent crop but alsy by the lack of kncwledge of alternstive enter—
prises with respect to techniques and markets  The whole system of

fettler development 1s primarily directed t acquiring skills in rubber
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and o0il palm cultivation. Even the management in these projects who
double as extension agents were trained primarily in rubber and oil
palm.

This problem of limited flexibility of resource allocation within
the farm causes incomes to fluctuate because prices of rubber and palm
01l fluctuate widely and frequently. The farm income calculations
of the F.L.D.A. are based on 4 price o1 1°$0.70 per pound for rubber
but price fluctuations between M$0.55 and MS$0.70 have been commen in
recent years. Similarly, palm o0il pr:i:es fluctuated between M$400
per ton to M$600 per ton in 1969 alone. More impuctent, there seems
to be a trend towards lower srices in the future for both commodities.
Increases in the total value product of the farm will be difficult
even if there are increases in physical productivity of the rubber and
oil palm enterprises. Consequently, savings and further investments
by the individual settler so essential tor sell-susteined development
may be impossible,

The problem of limited flexibility of enterprises within the
farm may be alleviated if every etfcrt is made to develop skills in
alternative enterprises which require little land suct as poaltry,
vegetable gardening, and fish ponds. This 1s #lready being done to
a certain extent, bui this approach should be more 1r.censively
pursued. Furthermore, the lind laid aside for subsidisry crops may

be developed and planted with diversified Crops.

Expansion of Employment Oppo:tunity

The F.L.D.A. had settled 18,400 farm families by rhe end of 1969.

If the target ot 5,000 families per year within the second five~year
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development plan is followed to a successful conclusion, the new
settlement sector will comprise approximately 43,000 farm families,
Calculated on the basis of five persons per family, this would be
in the region of 218,000 persons directly dependert on those newly
created farms,

The concern of this thesis, however, is not so much the impact
on employment on a national basis but employment within the settlement.
Apart from the training of youths for agricultural odd-jobs within
the scheme and the encouragement given to subsidiary cropping, other

measures taken and reported in the Annual Report of 1969 are as follows:

1. Stalls called "scheme lock-up stalls" _.ave been organized
where the unemployed (mainly youths) can run barber shops, bicycle
repair shops, tailor shops, coifee houses, etc. In Kampong
L.B.J. (a project named after Lydon B. Johnson to honor his visit),
the Settler Development Division started a project for the
production of school uniforms by the women in the project. This
project is scheduled to begin in 1970.

2. Nineteen schemes have established kindergarten classes
for children of pre-school age. The settlers pay for admission
of their children, and teachers are recruited from the settlers'
daughters. :

.+ 3. A retail service called the "shops division" was started
in 1968. Retail shops financed and operated by the F,L.D.A. are
operated for the benefit of the settlers. A total of 14 retail
stores have been established, and the total sales in 1969 approxi-
mated M$1.9 million. As the division expands, more jobs will
be created.

4. Jobs are created or stimulated by the activities of the
F.L.D.A. in these areas:

a) Jungle clearing and other agricultural activities under
the various contractors working for the F.L.D.A.

b) Housing schemes for the participants contracted by
private agencies.

c) Development of fruit and other cash crops on land
left aside for this purpose (two acres per family).

d) Cottage industries such as basket weaving and mat weaving
using local raw materials,

e) Assistance in animal husbandry and vegetable gardening.

f) Provision of contract labor for short periods to neigh-
boring estates.Z3

#

, 23"Federal Land Development Authority, Draft Annual Report 1969,"
pp ) 9"11 .
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These measures represent the full range of the F,L,D.A. plan
for increasing employment. Because most of the projects are relatively
new, progress is difficult to gauge. Again, most of these measures
are sporadic, ozcurring in projacts where there is & meotivated manager .
There is no clearly specific and calculated plan to :ceate a certain
number of alternative jobs each year 1n suih ecnterprives no cater for
so many pecple. The situaticn is nct urgent ai this stage, With time,
however, the problem cf altermstive caployaent is vnavoidable znd
could be the main cause ct the settlers' sl.oping back 1acs subsistence

levels of living once more,

Project Size and Layout

A typical F.L.D.A. project is about 5,000 acres in area and
settled by 400 families with a settlement populat.on or approximately
2,500. The physical laycut comprises five z2tecu:

1. The central village mede up of quariecr-acre house lots,

s hool, cl:inic, community center, religious ¢enter, shopping ¢ enter,
ottices and stafr quatters. The arca 15 about 300 acies.

2. The meln crop ates ot rubber o, il pslwm ot eight acres per
settler is aspproximately 3,200 arves.

3 Subsidilary crop area ar 'woe acres per settler LOMPrlses a
total of spproximately 800 acves.

4 Swamps, rioutboaks, reset vs, sad other 21eos unsoitable
tor agrizulture are us.elly eeiimated ¢ be in the fegien 31 300 acres.,
5. Whcrever possible, & t=50(.¢ arca .1 1otule €xpansion
18 always provided. Tuc ciz¢ ot this ciea varies hetwecen 500 to 1,500

acres,
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This particular "typical" size of the project is not arbitrary.
It 18 based on two major considerations. Ficst and more dominant
factor is that, under the present paternalistic program, the ratio
of settlers to project personnel had to be small encugh to enable
the management to effectively control all decisions and operations
within the farm. On the other hand, in an efiort to reach target
numbers of new settlers each year, The Authority has to stretch its
limited personnel among many projects at the expense of efficiency of
within-project operations, Experience gained within the past decade
has shown that one manager, an assistant manager, three senior super-
visors, seven field assistants, two clerks and one driver can handle
a maximum of 400 families satisfactorily. The second major reason is
that the settlers live in centrally locited villages so that they may
take advantage of the public services provided. Thus, the project has
to be of such a size and planned so that the settlers are no more
than one and one-half or two miles from their farms.

The size of project and layout followed the dictates of organi-
zational efficiency. Insufficient consideration was given to the size
of a project in relation to its compatibility with self-sustained
development. Four hundred families and a population of 2,500 people
do not provide a market of sufficient size for eiiicient operation of
many supporting services such as the retail trade, construction work,
bakeries or rice mills and, most important of all, the input supply
business. Nor is the labor market in a single project sufficiently
large for any specialized training program to be organized for the

underemployed and unemployed so that the chances of attracting any
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labor-intensive industry are poor. In addition, a very fundamental
avenue for economic development in any settlement--that is, the export-
oriented enterprises (export out of the settlement) apart from rubber
and 01l palm--may be hampered because of an inadequate supply of the
products. Market garden products and cottage industry products such
as basket weaving, silverware and batik may not find a market simply
because the supply 1s too small and irregular for businessmen outside

the projects to be interested.

Location

Location of the projects is determined largely by these guidelines:

1. The area proposed for development should be free of alienated
lots or illegal occupants. The state government is responsible for any
necessary action to fulfill this condition.

2. The soil must be suitable for rubber or oil palm as determined
by the Soils Division of the Department of Agriculture.

3. The Director of Geological Survey and the Chief Inspector
of Mines must certify that the area does not contain economic mineral
deposits. The Forest Department must certity that all valuable
timber has been extracted.

4. Eossy access by an all-weather voad, secondary road or temporary
access tracr.Qq

Agronomic, topographical and access considerations prevail in

the choice of location. There is little direct planning for any location

24"Land Settlement in Malaysia under the Federal Development
Authority," p. 25.
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advantages that may accrue to the residents of the project by virtue
of a selected geographical position, For example, being located in the
vicinity of othér oil palm or rubber estates would enable the potential
market to be exploited for subsidiary enterprises. Agzin, it the pro-
ject is located in an area where there are some specialized skills such
as vegetable gardening, fishing, or charcoal-making, skills may be
learned, labor may be utilized and markets exploited. No conscious
effort has been made to exploit these possibilities because availability
of land satisfying the above guideline is limited. However, the rule of
thumb that the project should be accessible by an all-weather road more
or less limits the projects to the more populated areas and those
areas closer to the towns. In other words, they are not scattered
throughout the country at random. A look at the map, Figure 1,
Appendix A, showing locations confirms this. The majority of the
Projects are concentrated in the more accessible and populated areas
of :

1. South Johore.

2. Northwest Johore, Malacca, South Negri Sembilan region,

3. Central and West Pahang.

4. North Selangor and Last Pahang.
Other projects are scattered throughout the country but never far away

from the main roads.
VI. CONCLUDING OBSERVATIONS

A major objective of this thesis is to pornt out the key decisions

in the overall land settlement program ond to develop the implications
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for self-sustained development of the selected lines of action. Ade-
quacy of the program in this respect meant the compatibility of
specific program components with self-sustained develcoment of the
settlement.

The F.L.D.A. program of settlement has evolved intn au extremely
detailed program directed at a very select group of people and the
production of predetermined commodities. The group of people involved
may be described as young, mar:ied with children and have demonstrated
a desire to raise themselves iabove subsistence farming in which they
are engaged. They possess no capital resources for investment and little
subsistence capital if they do not work the plot of land on which they
now live. The rubber and oil palm crops selected for their high cash
returns in the short-run require substantial capital investments,
high-level skills and a long period to mature. Under these circumstances,
the program of implementation is, from necessity, extremely paternalistic
and rigid in every phase of the development process. The program has
been very successful in bringing large acreages of hitherto uncultivated
land into production and is very much output-ovriented :ather than social-
development-oriented. What are the implications of this design for
self-sustained economic development?

To begin with, the settler selection process places the criterin
of age over that of skills, and the delineated rocle of the settler is
based on complete dependence on The Authority during the development
process, both financially and in the decision-making process within
the farm. The participation cof The Authority, excessive in acme

areas, leaves room for improvement in others. Efforts are concentrated
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on the development of the rubber and oil palm crops at a cost of less
attention in the fields of vocational skills, market channels, alterna-
tive enterprises and capital sources beyond that which it supplies
itself. These features of the pProgram will certainly constrain the
attainment of complete emancipation of the community or impede the
rate of emancipation.

The financial arrangements are adequate and appropriate under
the prevailing circumstances but have one single characteristic that
might deter optimum resource allocation. The transfer of land titles
from The Authority to the settler is contingent on complete loan
repayment which follows a predetermined time schedule ot approximately
12 years (from the time the rubber or 01l palm trees become productive).
Credit transactions between the settler and a third party involving
the land as collateral are obstructed for 16 years (from the time the
settler first comes into the settlement} and, coupled with the lack of
substantial credit facilities for the individual beyond that required
for the "package deal" described above, might just impede increases in
investment and consequent productivity of the farm,

Planting permanent crops is justifiable for reasons of Immediate
security, high cash returns and lack of knowledge about alternative
crops. But this commits the settler to 4 lifetime career as a rubber
tapper or oil palm producer. Should market exigencies occur as they
have time and again, fluctuations in income levels occur. The long-
term trend towards lower prices for o1l palm and rubber complicate the
situation and create a cause for concern. The rubber and o1l palm

trees follow a-regular pattern in their yields. Input manipulation
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will not result in responses to the same degree as that of the
revolutionary rice varieties. This being the case, the settler who
specializes in rubber or oil palm bears the full impact of price
fluctuations in the world market which is beyond his control. In shert,
there is inadequate flexibility within the farm 10 cut costs by
reducing inputs and to change the crops if adventageous. Thus, self-
sustained development through high incomes, savings end investments may
be impossible if the income falls to subsistence levels when the price
of rubber or oil palm falls,

In the area of employment opportunity, inevitable increases in
the labor force within the project and the likely 1i.flux cf relatives
into the settlement from the subsistence areas make it imperative to
create jobs or channel the labor force elsewhere. A comprehensive
and detailed plan in both alternatives has yet to be formulated. Project
size and layout followed organizational and managerial efficiency rather
than their implications for further economic growth, A larger settlement
with many more productive farm households is required to create the
size of markets, source of skilled labor, quantity of produce and
source of capital for accelerated investments., The long-term lack of
productive employment opportunity might become the major obstruction in
the strive for economic improvement of the COMMUNITYy.

These implications of certain program actions that tend to
constrain self-sustained development arise only :rom the rigidity and
the extreme degree of paternalism of the Fert 1 lhe Authurity. They
do not, therefore, reflect a wrong approach. The progrem in general

is highly refined and efficiont. 1In the prozess of physical land
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development, nothing is left to chance. This is why so many people
have been settled. The fact that there are more applicants for
admission to the projects than there are vacancies attests to its
success. The contention here is that a certain degres of relaxation
of the rules and regulations and supplementary action in some areas
can go a long way towards making self-sustained economic development

pussible.



CHAPTER IV

EXPERIENCES IN ISRAEL AND OTHER COUNTRIES

RELEVANT TO MALAYSIA

In attempting to gain insights from settlement program models
in other parts of the world that might shed some light on the attain-
ment of self-sustained development, the study is necessarily limited
to those models that possess these features:

1. They must evidence some degree of economic growth through
self-sustained development, and, as su-h,

2. They must be sufficiently mature tor econcmic success to
be gauged.
Preliminary literature review indicates that the seLtlement.program in
Israel is about the only well documented economically successful endesvor
among the developing countries. They will be studied in special detail,
Settlement projects in other countries, especially in the African
continent, provide useful experiences and these experiences will be
used to support the arguments in the Israeli American countries. How-
ever, accomplishments in these countries have not been spectacular,
Several workers in different fields of study have observed that politics

is an exceptionally important motivative torce !

1W11kening and Iuteka observed that "Since many colonies are
established for-political rather than for eccncmi. reasons, it is not
surprising that they are not successful from an economic point of view."
Eugene A, Wilkening and Sugiyama lutake, "Socinlogical Aspects of
Colonization as Viewed from Brazil" (Madison, Wisconsin: Land Tenure
Center, Unive sity of Wisconsin, June 1967), p. 3. (Mimeographed);

12
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1. LAND SETTLEMENT IN ISRAEL

A Brief History

Settlement of peopie on uncultivated land is both philosophically
and practically tied to the emergence of Zionism and the dream of an
independent Jewish state. A Jewish author remarks that "enly when the
people would be organically tied to the land, when agriculture would
be the mainstay of the nation could the rebirch of the Jewish people
in its old-new homeland be deep rooted and permanenr.."2 The fairst
Jewish settlements were established by an organization called "BILU"
founded in Russia in the beginning of the 1880's. This tvpe of colony
came to be known as the Moshava, which 1s an dgricultural village where
each farmer owns and works his own land with a limited measure of
cooperation. The Moshava failed and had to resort to financial assistance

from outside because of the inexperience of the idealist students,

Tinnemeir stated that "colonization can be pointed to as a visible reform
program, but it dces not jecpardize the large owners of land. Such a
program is not resisted and is easily passed by the legislature. The
landowners oppose only measures attempting to hring about changes which
affect their status quo." Ronald L. Tinnemeir, "New Land Settlement in
the Eastern Lowlands of Colombia (Madisen, Wisconsin: Land Tenure

Center, University of Wisconsin, December 1964), p. 2. (Mimeographed);

Hirshman ccncluded that the projects zre . . particularly accident
prone, Perhaps this 1s sc because the idea o3 planned colonization ct
carving a harmoniously functioning community cut 7 the wilderness has

a good chance of attracting the .rackpot, the dtoptan planner and, of
cocurse, the prestige-hungry pol:vic.an inte:zsted :n "inaugurating"

a model colony. Ar the same time, because coien satien schemes appear
to offer an escape fr.:n the nasty clase strupgle, there is a good chance
that they will on varicas adcasions he proposed as the rest solution to
the land problem and a rcing . larly ffrgh probari ity that such schemes
will fail." Albert O. Hirshaon, Jorenoss | v.d Fiogress (New York:

The Twentieth Century Fund, 1904}, . l4.

2Efraim Orni, Ferms i Settlement (Jetuwsasem:  Jewish National
Fund and the Youth and Hechalute Department of the Werld Zionist
Organization, 1960), p. 5.
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merchants and commercial men and the unfamiliar conditions they encoun-
tered. The second wave of immigrants during the first decade of the
twentieth century sparked off by the anti-Jewish programs in Russi:z
gave the development of the Moshava a great impetus. These workers,
armed with the idea of self-labor, were able to overcome the many
difficulties and successfully developed citriculture in the coastal
plains, It was the Moshava along the coastal plains that provided the
decisive contribution in absorption of the masses of immigrants following
the Israeli independence. Today Moshavots alon:;, the coastal plains have
populations between 10,000 and 40,000.

Corresponding with the development of the %.shava during this
period was the evolution of collective settlements, The small family-
oriented Xvutsa and later the larger communal Kibbutz were formed.

The ccncept of collective groups which would work the land, engage in
special pioneering tasks, and provide defense originated from the
second wave of immigrants from Russia (1902-1914), where the abortive
attempts against the Czarist regime had impregnated the Jewish youth
with ideas of social reform. The first Kvutsa in the country named
Deganiya (corn flower) was formed in 1911. The Kvutsa took shape under
the inspiration and influence of Professcr Franz Oppenheimer and the
philosopher Aaron David Gordon. The philosophy behind this form of
settlement was basically that physical work could redeem and exalt

the human spirit if sharing is on the basis of "From each according

to his ability, to each according to his needs.'" The original intention
was to create a large family that carries cn its 3ftairs by mutual

agreement. Thus, the Kvutsa could not, fsr practical purposes, contain
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more than 25 adult members, As more members were admitted, the people
of Deganiya reduced the size of the settlement so that new Kvutsots
could be formed. However, as family ties weakened through natural
increase of the members, there was no alternative but to modify che
Kvursots into a form of collective czattlement which exists to this day.

The problems encountered in the Kvutsa gave rise to the idea of
the large collective. Shlomo Levkovitz, an early propcnent of the
Kibbutz, is quoted to have argued that:

The small collective, the Kvutsa, cannot bring out man's

capacities to the full; it limits his horizon and does not

allow his spirit to attain its lecttiest heights. Fublic

services such as education of the children and cultural activi-

ties can achieve a high level only 1in a large settlement. We

must create a source of livelihood in every Kvutsa for the

largest prssible number of immigrants; this can only Le achieved

by combining industry and craft with agriculture. In chis way the

Kvutsa can become a self-supporting, self-sufficient economic

unit supplying almost all the needs of its inhabitants. This will

make it possible too for the Kvut-a to free itself from the

capitalist economy of the towns and the exploitation that goes

with it.3
These words summarize the forerunner ot today's Kibbutz., After a period
of ideological evolution, two major associations of Kibbutz collectives
have emerged--the Ihud Harvutsot Wehakibbutsim with approximately 80
settlements and the Hakibbuts Hameuhad with about 58 collectives--
differing only in minor degree. A minor variation of the standard
Kibbutz was found in the Hashomer Hats'sir settlements which emphasized
ideological collectivism and arose out ¢f the ideas of Martin Buber,

the Jewish religious philosopher, and A. D. Gordon, the philosopher

of the religion of labcr.,

31919‘, p. 39.



76

Yet another form or settlement which has had a major impact on
the design of today's settlement came about through the efforts of
Eliezer Yaffe who immigrated in 1911 from America. Realizing that the
Kvutsa was not ideal for him and his comrades, he advocated the forma-
tion of the Moshav Ovdim (the smallholders' settlement) along the four
priaciples of national land ownership, self-labor, mutual aid and
responsibility between shareholders and joint marketing of produce.

The Moshav Ovdim represented the individual family farm enterprise
combined with cooperative institutions to assist this undertaking.
Most of the new immigrant villages today adopt in large measure the
principle of the Moshav,

In an effort to bridge the gap between the commune~style Kibbutz
and the individual family farm of the Moshav Ovdim, the Moshav Ovdim
Shitufi (the cooperative smallholders settlement) was foimed in the
mid-1930's by Bulgarian, German and Central European immigrants, Work
in these settlements was organized along the lines of the Kibbutz and
the principle, "from each according to his ability, to each according
to his needs," was followed. However, freedom in the satisfaction of
individual needs with individual family housing and expenditure of
earnings was maintained. The original three groups of immigrants fixed
the puttern of development followed by many more settlements of the
type established by immigrants and soldiers demobilized from the British
Army.

Other variants of the major models exist to this day: religious
settlements and religious Kibbutzim which the originators intended to

be cells of Tora State founded on Jewish law; stronghold settlements
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which came into being in the last stages of the war of independence in
1948 and were simultaneously defense outposts and agricultural settle-
ments; and immigrant settlements, labot villages and Jewish Agency
administered farmland.

The historical review of these settlement projects in Israel
brings out the extremely significant truth that the programs evolved
were indigenous and stemmed from ideological differences among the
people. What is more important to this thasis is that economic consi-
derations reigned supreme in the final analysis and each particular
Kibbutz, Moshav or Kvutsot changed its operational rules and even
ideological doctrines to accommodate the changing political situation
and to solve any economic exigencies of the time, Before creation of
the State of Israel there was little Planning and the Kibbutz formed
the main instrument in absorbing the politically motivaced immigrants.
After statehood the settlement of pecpie over all the country became
a principle national goal and the Moshiv Olim developed tc become the
most suitable in implementing this goa. From 1955 onward all new
settlements were established within the broad framewcrk of regional
planning.

The ideology, operational rules and implemer.tation of these
regionally planned settlements todat provide by {ar the largest source

of exper.ence that could ie vuzerul in the Malaysiza context.

Importance of the Moshav in Israel

The Mcshav accounts for 45 percent of the ¢sral naticnal agri-

cultural output. In 1967, there were 345 Moshav:.c. out of a total of



18

706 agricultura settlements in the country, and 45 percent of the rural
Population of Israel lived in either the Moshav Ovdim, the Moshav Olim
or the private Moshav, The Moshav is thus an extremely important form
of settlement in Israel.a

The Moshavim and the Kibbutzim developed through differences in
ideology and methods of operation. But through the years, the evolution
into fully commercialized as opposed to subsistence settlements has
teduced the differences between these two variants of cooperative
agrizulturz. With technological advancement there has been a tendency
tiwards svecialization. The Moshav has specialized in labor--intensive
products such as tree crops and animal husbandry, and the Kibbutzim,
producing 33 percent of the natural output, have concentrared in
enterprises where the big farms have advantages such as grain Crops,
field crops, and beef cattle. Essentially, the Moshav is labor intensive,
small scale and individually operated while the Kibbutz is capital

intensive, large scale and collectively owned.

Success of the Moshav

The most significant fact about this institution 1s that it has
been able to combine self-sustained develcnment with other political,
social and ideological goais. Evidence ot self-sustained development
must of necessity come from the Moshav Ovdim because of the prerequi-

sites of maturity and represcatacion. The Moshsv Olim differs from the

aMaxwel] 1. Klayman, The Moghav in lsrael: A Case Study of
Institution-Building for Agricultural Devetopment (New York: Praeger
Publishers, 1970), p. 59.
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Moshav Ovdim only in its association with regional planning and with its
role of absorbing post-state immigrants.

A farm management study of 66 farms in six villages of the Moshav
Ovdim type for the period of 1954 to 1958 conducted through the Falk
Project came up with these facts, Sixty-nine percent of the total
output is attributable to capital inputs, mostly in raw materials and
feeds for poultry and cattle; 11 percent is attributable to labor; and
20 percent, the residual output to management. These figures indicate
the relatively commercialized character of the Moshav with high capital
inputs and considerable management capability. The study further dis-
covered that there was a close agreement between value of marginal pro-
duct and price of livestock. This suggests familiarity of management
with economic principles or at least the profit-maximizing goals of the
farmer. Another contribution of the study was the finding that a
1 percent increase in the price ratio of product to feeds with the
capacity of runs being fixed was associated with a 0.6 percent increase
in the quantity produced of poultry within the year. Long-run response
of capital production investments to output increases was also implied.5
The commercialized character of these Moshav Ovdim-typé farms suggests
profit maximizing principles and self-sustained economic development.,
Of about 50 Moshav Ovdim established by early 1949, 35 of these settlements

(70 percent) developed into highly successful agricultural communitles,6

5Yair Mundlak, An Economic Analysis of Established Farms in Israel,
1953-1958 (Jerusalem: Falk Project for Economic Research in Israel,
- "1964); ppi--15-32, cited by Klayman, ibid., pp. 104-108.

6Ezra Sadan, "Agricultural Settlements in Israel, A Study in
Resource Allocation" (unpublished Doctoral dissertation, Department of
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The best method of illustrating the path towards self-sustained
economic growth of the Moshav is obtained by tracing the development
of a model Moshav--the Nahalal settlement.7 Wahalal, settled in 1921
by 80 members, was the first Moshavim Ovdim., It recelved a hereditary
leasehold from the Jewish National Fund of 2,312 acres. The original
farm size was 27.5 acres, but by 1965 the original farm units had
reduced to 22 acres in size because schools were built and new villages
formed. Although the land area actually under cultivation had diminished,
the total value product of the farm increased continuously as can be

seen from these cooperative sales fipures.,

Year Israeli Pounds8
1945 99,947
1950 282,337
1956 1,106,750
1964 3,683,800

Part of this iucrease is, however, due to inflation and the rising cost
of living. By 1965 the average net tarm incomes had risen to L& 15,000
which was considerably higher than the average for the Moshav Ovdim in
the entire country, estimated at JE 10,000.

The increases in the total value product and net farm incomes

can be attributed to improvements in technology and skills and continuous

Economics, University ot Chicago, 1962), p. 55, cited by Klayman, The
Moshav_in Isru.el, p. 85,

7Relevant data in the following account of Nahalal were obtained
from the study by Klayman, ibid., pp. 113-20.
81n 1948 the ex:hange rate was I: 1 to U.S. $4,03. Inflation
and subsequent devaluation reduced the rate to 1k 1 to $0.556 by 1953,
On February 9, 1962, &« uniform exchange rate was established at Ik 1
to U.8. $0.33 which has since remained steady except for small variations,
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lnvestments in agriculture. Improvement in skills and technology
leading to increased productivity is Spectacularly demonstrated by
the dairy and poultry enterprises. The dairy herd has been stable since
1946 with 348 head in that year and 368 head in 1964, However, the
milk produced doubled from approximately one to two million litres,

It has been estimated that productivity per cow increased sevenfold
from approximately 700 litres in 1922 to 5,800 litres in 1965. 1In che
poultry enterprise, the sale of meat increased from 86 tons in 1945 to
337 tons in 1964, and egg preduction had risen from 1/2 million units
in 1948 to 4 1/2 million units in 1964,

Continuous investment in agriculture by the settlers in Nahalal

is evident from the expansion of the irrigated land as seen below.

Year Area in Acres
1945 300
1950 636
1956 823
1964 906

Further investments were made in subsidiary enterprises such as turkey
farming which eventually became a major enterprise in the settlement.
In 1964, 129,000 turkey poults were sold. Fruirt plantations were
increased fourfold and returns Lo vegetable gardening were maximized
by specialization in seed pProduction and melon growing.

Flexibility of resource allccarion was maintained in the settle-
ment through diversification of skills, availability or credit and
development of different enterprise combinations within the farm, From
the standard type of poultry and cattle farms, four distinct types of

specialized farms were developed:
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1. Specialized dairy with 20 or more milk cows.

2., Mixed dairy and poultry farms that on the average had about
12 milking cows, 500 chickens for eggs and 1,000 chickens for meat.

3. Turkey and beef farms that had 3,000 turkeys and 10 to 1%
bulls for meat.

4, Poultry and beef farms that included zbout 10 bulls for

fattening and produced both regular and hatching eggs that were sold
to the cooperative in return for chicks.
The average net incomes on these farms were considerably higher than
most of the other farms. Dairy farms average Ik 18,000; mixed dairy-
poultry Ik 15,000; turkey and meat animals 1k 35,000 and poultry and
meat animals 1 10,000.

The final ingredient in the economic success of the Moshav Nahalal
was the creation of nonfarm employment within agriculture and outside
agriculture. The population in the settlement increased from 365 in
1962 to 684 in 1959, and most of the second generation remained on the
farm and were gainfully employed. In the 1962-68 period, about 12 percent
of the population of the Moshavim were employed full time by the govern-
ment and the cooperative institution. In addition, members trom 20 farms
out of the 76 in the Moshav obtained a substantial part of their income
from off-farm work.

Evolution of the Moshav Nahalal has closely followed the path
of self-sustained development. Emancipation from settlement agency in
farm and community decision-making was rcalized early; continuous
increases in total value product of the farm with consequent high net
farm incomes occurred and finally employment opportunity expanded

through increased investments in the settlement.
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I1. SETTLEMENT PROGRAM IN THE MOSHAV

Whereas the Moshav Ovdim has undergone a long period of evolution
snd a series or changes i > arvive ar irs present torm, the pcst-state
Moshav or Moshav 0lim is a clusely directed 2nd caretully planned
version of the Moshav Ovdim. The bazic structure of the Moshev is
adopted with minor changes to suit the new types of immigrents rrom
Asia, North Africa, and the Middle East. The objectives of the
settlement agency regarding this form of scttlement are &s follows:

1. To increase agricultural production.

2. To provide immediate employaicni.

3. To decentialize the populitien and ..{uUpy ncw areas in the
country.

It appears that provision of immediate employment is the prime objective
with the other two objectives acting as (onstraints. This 1s evident
from the willingness of the settlement agency 1n the Lachish region to
modify the size of the regional town and other plans to cope with an
unexpected excess of immigrants,

Essentially the smallholders' cooperative unit may be described
as follows: Each family is a separate econcmic and social unit and the
farm 1s operated with tarm tamily labor. Market transactions both for
inputs and farm products are conducted cooperatively sc¢ that seeds,
fertilizers, water, machinery and loans are provided to the settlers
Jjointly as members of the cooperative, and crops are marketed together.
Other services arve similarly provided to the scttlers as members of a

cooperative. General policy is determined at the village level and
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day-to-day management is the responsibility of elected officers and
committees. The settlers are expected to assist each other in case
of need and to develop the leccal cultural activities, There is thus
little difference between the hasic structure of the settlement unit in
the case of the Moshav and that of the unit in West Malaysia. This
resemblance in ideology and method of operation has prompted the
selection of the post-state Moshav for detailed study in the attempt
to gain insights which might be useful in planning land settlement in
Malaysia.

The Kibbutz, based on the philosophy of communal living and
complete emphasis on social goals, is almost totally alien to the
Malaysisn scene. Although self-sustained development was achieved in
varying degrees by the different Kibbutzim, the means of achievement
cannot be visualized in Malaysia. For example, in recent years the
Kibbutzim have concentrated in enterprises where the large farm has
advantages such as grain, bcef cattle and field crops that can be
mechanized. In short, farming has tended to be capital intensive and
maximizes the productivity of land rather rhan lakor. This is confirmed
by Dr. Sadan of the Hebrew University who found that the value of marginal
product of land in the Kibbutz is less than that in the Moshav and the
value of marginal product of labor in the Kibbutz is higher than the
labor market price which 1s still higher than that in the Moshav.9

The unique features of the Moshav as it pertains to self-sustained

development may be categerized under the headings of regional planning,

9Sadan, "Agricultural Settlements in Israel," cited in Klayman,

op. cit., p. 85.
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comprehensive agricultural planning, settler development, finance, land

tenure, role of the settler, and employment,

Regional Planning Concept

An exciting feature of the new post-state Moshav is the concept
of planning the new settlements in a regpional context., In this systenm
five or six villages are grouped aronnd 4 rural center and another tive
or six regional centers surround the regional town. The rural center
1s planned to be at a distance of 2 or 3 kilometers from each village.
The development plan for the Lachish region which might be reparded as
representative, called for the development of 4,500 tarm units grouped
around 45 villages inhabited by 36,000 pecple. Half of this number
of settlers were to be farmers and the other half employed in the,
regional centers and town which was to populate 14,000.10

The philosophy behind this form of settlement location and
regional development as stated by Raanan Weitz, the Director of the
Jewish Settlement Agency, is that the chief requirements for achieving
rural development is a suitable economic momentum to raise the per capita
income, additional opportunities for employment of surplus manpower out-
side agriculture but within the rural area, and the creation of social
and cultural services and activities on an adequate level. He contends
that scattered settlements and single communities are tob smsll for the

required economic activity to develop and costs of services and amenities

1oDarin-Drabkin Haim, Patterns of Co-operate Agriculture in Israel
(Tel Aviv: Department for International Co-operation, Ministry of Foreign
Affairs for the International Association for Rural Planning, 1962),
p. 217.
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to high to be duplicated for every setclemem:.ll What are the economic
implications of this plan as they have evolved in Israel? This pattern
of development has taken place:

1. Better and cheaper productlve services such as credit,
extension, distribution of farm inputs, research and marketing have been
possible,

2. Increases in productivity, and total production of sufficient
quantity hava enabled processing plants in the region to be established
profitably. This ready market for industrial crops such as cotton,
groundnuts, potatoes, malze, sorghum, sugar beet, and vegetables have
stimulated further increases in production.

3. A ready market in the regional centers and city for subsidiary
enterprises, so crucial in exploiting the productivity of family labor
was created. Diversification in agriculture was stimulated resulting
in security against price fluctuations of any one crop.

4. Resource development such as water and power was more efficient
when undertaken on a regional basis.

5. Industry in the regional towns and rural centers provided
alternative employment and income sources, and stimulated the linking
of agriculture and industry.

Social and economic integration within the village and among
villages is crucial to economic growth. This aspect of the settlement

process if particularly important in the Israeli case because immigrants

11Raanan Weitz, "On the Concept of Comprehensive Rural Development"
(Rehovot: The National and University Institute of Agriculture. 1963),
p. 3. (Mimeographed.)
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from different countries were involved. Weitz observed that:
Up to 1955 the general policy of the settlement authority was
to place immigrants from various countries in the same village,
in the hope that this would encourage the merging of the communi-
ties. Experience has shown, however, that groups with different
linguistic, economic and social backgrounds find it difficult
immediately to mix with one another and that friction often
results. The idea was therefore propounded of settling new immi-
grants from the same country or community in the same village,
while at the same time providing ogportunities for their mixing
at a somewhat more removed level.l
Social integration as an impetus to economic success iy substan-
tiated by the experience in the Shendam scheme in Northern Nigeria which
has settled 6,000 people since 1945 in 42 villages. The increasing
number of applications to join the scheme and the expanding cattle
population and luxury items of consumption attest to some economic
success of the settlers, even though the assistance given to these
settlers is only a small fraction of that given to the Israeli Moshav
participant (only & sterling including official salaries is spent on
each settler).13 A United Nations report attributes a major ingredient
of success to the fac: that integrated groups able to preserve their
social organization and pté%ide mutual support were settled together
in the same village.14

The most significant feature of this regional development

concept with respect to a whole series of new settlements is that

121014,

13At that time the official exchange rate was & 1 sterling to
U.5. $2,80. It is not & 1 sterling to U.S. $2.40,

14United Nations, Department of Economic and Social Affairs,
Progress in Land Reform, Fourth Report (New York: United Nations,
1966), p. 60.
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economies of scale, economies of localization and economies of urbani-
zation are exploited to the maximum while at the same time maintaining
the village at small enough a size that would allow joint action through
m tual agreement. In no other country in the w:rld has such a caretully
planned series of new settlements and towns been implemented with such

apparent success.

Comprehensive Farm Planning

The farm plan of the post-state Moshav is characterized by
flexibility in enterprise combinution and the high degree of detail in
the plans. There are three model tyoe of farms .nu the Lachish region--
the dairy type farm, the industrial crop model aad the citrus farm.
These models are shown in Table B~l, Appendix. In other regions a hill
type farm combining field crops, tobacco, pecultrv and sheep and a
mountain model combining poultry with fruit is imrlemented. The
composition of a particular model is based on the physical conditions
of the region and an initial basic level of income that can be derived
from it. This flexibility ensbles exploitation to the maximum of the
land, labor and capital resources and allows some form of specialization

within the constraints of the number of proven models at an early stage

in the development process. Specialization within the village is also

possible as there are no con-trzints when alternative enterprise
combinations are equally profitable.

The degree of detail in the planning of farm operations by the
settlement agency is remarkable because the plan is implementad in the

context of individual farm operations. Detaiied specification on the
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work schedule and other operations have been efficiently carried out
in other countries with a collective form of farm operation. 1In the
new Algerian settlements, the Gezira scheme, the farmers' collective
in Ghana and in Cuba plantation style management and the detailed work
orders to the farmers have been the practice. However, in the Israeli
Moshav an equivalent level of coordination, cooperation and achievement
have been realized through mutual agreement among the settlers with
technical assistance from the settlement agency.,

Detailed planning and cooperation is necessary because agri-
culture in Israel is largely limited by the scarcity of water. In
the Lachish region irrigation water has to he piped to the iarms fror
another area and is costly so that the system of farm cperations has
to be geared to efficient water use. A lanc utilization map of the
village divides the land into irrigated plots, collective grain farming,
orchards, vineyards, grazing land or éarginal lands to be afforesrted.
A water planning map indicating the distribution of the irrigation pipe
lines to every farm, the specific types of pipes and sprinklers to
be used is drawn up. Every farm is equipped with a'water meter to
measure the quantity of water used and amounts payable. Thase two
planning maps determine the farm layout and rthe crop rotation to be
followed. Tables B-2 and B-3, Appendix, illustrate the crop rotation
schedule for 20 dunams of land (approximately nine arres) and the
corresponding work schedule. Table B-4, Appendixk, gives the estimated
income from the farm types at the time the settlement was planned to
illustrate that a basic income level was a subsidiary objective.

To demonstrate the importance of comprehensive and det..iled
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planning of farm operations, the case of the Gal Oya Valley settlement
scheme in Ceylon may be cited. Imn a study to identify the factors
responsible for the failure of colonies of the left bank region of
the Gal Oya Valley to develop into an economically and socially viable
society, the absence of detailed farm model and regional planning was
conspicuous., Extracts of the report goes as follows:

As between wet and dry land, neither were actual areas for
different parts of the region carefully calculated nor was the
production use of so-called upland systematically determined. . . .
Lands not suited for paddy cultivation were sometimes marked as
paddy lands. We are inclined to believe that the question of
irrigation difficulties due to faulty channels, a probable shortage
of water supplies for servicing the area, the misuse of irrigation
water and lack of effective coordination cof water issues at the
various branches and outlet points with the sequence of cultivation
operations are fundamental obstructions to a more economic and
productive use of the land resources in the area,

In conclusion the report states:

All these indicate the importance of regional planning embracing
all fronts, of planning to raise the level of productivity in paddy
cultivation, for the better utilization of the highland and coordi-
nating its outputs with the establishment of small uni‘s of agro-
based industries, the ronstruction of all-weather roads, the careful
assessment and the determination of a systematic plan for the
coordination of irrigation water supplies with cultivation require-
ments, the improvement of the institutional framework for the
provision of sufficient supplies of important inputs and farm
machinery at the appropriate times of need if the level of income
of the settler is to be raised from its stagnant equilibrium.l5

This advice is not new or original but it does demonstrate a case where
lack of detailed farm planning and provision of alternatives to cope

with exigencies in the process of development give disappointing results.

15Upali Nanayakkara, "Draft Report on the Agro-Economic Survey
During 1966/67 of the Peasant Colonizatien Settlement in the Left Bank
Area of the Gal Oya Valley" (Ceylon: River Valley Development Board,
June 1969), pp. 49, 51, 125. (Mimeographed.)
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Settler Development

Essentially the process of settler devalopment in the Moshav
does not differ much from most planned settlement projects in other
countries. There is the initial guided farming system for a specific
period followed by emancipation vhen the settlers have proved potentially
capable of operating the farms on their own. Meanwhile, extension
agents and managerial personnel gradually transfer the decision making
process over to the individual farmers and the community. The charac-
teristic feature in this system is that settlers are assigned land
progressively in stages in accordance with their rate of progress in
farming ability.

On arrival at the settlement, the settler is allocated four dunams
(0.88 acres) of land on which to produce vegetables.l6 He is then
given a job as a laborer by a public or private operator who works all
the arable land of the village. The contractor is obliged to hire only
settlers and at a wage rate set by the General Federation of Jewish
Labor. After about a year the settler is given another 13-14 dunams
(3 acres) of irrigated land and the contractor's land is reduced
gradually. The settler derives about half his income from working
as a laborer for the contractor and the other half from working his
own land. In the third year more land is ailocated and in the fourth
year all the irrigated land due to the settler of 20 dunams (4.4 acres)
comes under his operation, subject to the control of the settlement

authority, His entire income is derived from working his land.

6One dunam is equal to 0.22 acres.
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The intermediate stage begins in th2 third or fourth year after
20 dunams (4.4 acres) of land have been allocated to the settler and
half the production credit has been invested. This stage lasts until
all the production resources of about Ik 26,000 have been invested and
another 20 dunams (4.4 acres) of unirrigated land given to the settler.
By this time the settlers would have undergone an extremely demanding
selection process and a group of independent proZit maximizing farmers
are developed. It must be emphasized here that the system of settler
development is geared to the abilities of the individual settler.
In the same village different periods of time may be taken for different
settlers to arrive at independence. This assures that the full value
of the training process is realized and is possible through the process
of stage-by-stage land and capital allocation.17

A slight variation of this form of progressive land allocation
is found in the Urambo region of Tanzznia. In this systen the sattler
worked on training farms for a year or two. When he had earned enough
working capital of about & 50 and had acquired a certain level of
proficiency in tobacco planting, the settier was offered tenancy of
a five-acre farm on which he built his own house and tobacco barns.
The next stage follows when he had accumulated a working capital of
t 150 by working the five-acre farm. He then has the prospect of

acquiring more land, up to a maximum of 300 acres. Six out of about

17Raanan Weitz, The Composite Rural Structure, A Settlement
Pattern in Israel (Jerusalem: Agricultural Settlement Department,
1960), p. 6.
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200 farmers had graduated to this stage by 1961.18 In spite of this
small number the Urambo settlement project is apparently one of the
more successful ones in Tanzania and Africa. Most settlement projects
throughout the world exercise some form of discipline and precondition
of tenure to ensure that only the best human material occupies the
land. This, however, is more negative than positive action. The Urambo
form of graduated land allocation and cumulative investments is unique
in that it is based on positive thinking. The incentives provided for
economic self-advancement goes a long way to stimulate all farmers to

hard work, frugality and independent investment.

Finance

Like the Malaysian situation the settlement authority in Israel
undertakes complete financing of the individual farm unit and the village
center, This is the case with most of the successful projects in
Africa and the Middle East, and the general impression gained is that
adequate financing is one of the most vital keys to self-sustained
development.

Loans and grants accorded to the Moshav settler are extremely
high in terms of money value. The settlement authority invests I£ 30,000
in each farm unit.19 The investment program is not standard but deter-

mined by the farm type and executed over a period of six to seven years

according to individual progress. Productive capital is issued to the

18United Nations, Progress in Laad Reform, Fourth Report, p. 68.

19At the current rate of exchange It equals approximately U.S,
$8,700 and M$26,600.
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settler in the form of equipment and stock and organized on a hire-
purchase basis. An important point to note here is that repayment
of the investment begins only when the total allocation of I& 30,000
has been advanced. Thus no interest is paid for seven years, and
repayment is effected over a period of 3( years at a minimal 3 1/2
percent interest. In addition to this investment loan to the farm
unit, another Ik 15,000 per farm unit is invested by the government
and the settlement authority in public works such as regional water
schemes, roads, forestry, etc. This sum is a grant,

The arrangement is thus not unlike that in the F.L.D.A. in
Malaysia., There is, however, a major difference in that the settlers
are expected to provide an additional investment capital of 30 percent
of the amount already advanced by the settlement authority, either
through reinvested profits or through special loan funds offered by
the Ministry of Agriculture after the settlement authority has completed
its capital investment. The interest rate is also higher at 7 percent
repayable over a period of ten years., A third source of credit is
provided by special short-term seasonal loans or by adjusting the total
investment program so that about Ik 2,000 is available over a period
of seven years for short-term seasonal credit. This is to enable the
farm unit to gain access to circulating capital since the major
portion of the It 30,000 investment loan goes to long-term capital
investment such as irrigation, buildings, machinery, etc. An interesting
feature of the financial arrangements may be mentioned here. All settlers

are required to subscribe to the national insurance that provides
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for benefits in old age, births, and injuries incurred at work as well
as to the health insurance.20

This review of the financial arrangements reveals two things of
great significance. First, all financial requirements are taken
care of: subsistence, long-term investment capital, seasonal invest-
ment capital, and even the welfare in old age is provided for through
insurance schemes. Second, capital loans to the settlers are based
on performance. The investment program is flexible and concentrated
on those progressive settlers who have demonstrated their ability, at
the same time allowing the slower ones to move at their own pace,
learning from their neighbors. These two features--adequacy of
capital and flexibility in the investments process--have been important
in self-sustained development of the Moshav. A schedule of the
investment program is shown in Table B-5, Appendix.

The wisdom of basing the investment program on settler performance
cannot be overemphasized from the viewpoint of maximum gains in project
productivity, The Eastern and Western Nigerian land settlement
projects of 1960 and 1962, respectively, attempted to combine a high
level of capital investment with literate young and ambitious primary
school graduates to create a modern farming sector, but they failed
and had to undergo a series of changes in order to survive. In these
cases approximately 3,000 pounds was spent per settler (including cost
of the training institute), yot this combination of capital and good

human material did not produce the expected results because the young

2OWeitz, The Composits Rural Structure, p. 31.
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men, fresh from school, had not demonstrated their willingness to lead
a rural life or gained experience in farming. The modified plans now
emphasize the selection of more mature men with farming experience and
demonstrated ability to work under difficult conditions. The training
period at the farm institute has been abolished and settlers undertake
foundation work at the schemes immediately after they join so that a
taste of settlement life and the chance to resign early is open to the
settler. Finally, instead of rigid work schedules being set by the
management, settlers are encouraged to take over the management through
inculcation of a sense of community and personal responsibility. The
performance of the settlers determines the rate of retirement of

supervisors,

Land Tenure and Settler Role

In Israel the land is nationally owned and never becomes the
absolute property of the settler who leases it for a period of 49
years and has rights of renewal. Land and property transactions are
thus debarred, and under the usual circumstances (in other countries)
would be a constraint to optimum resource allocation. This, however,
is not serious because of the high mobility of the Israeli labor force
and the long-term graduated investment program. These two character-
istics assure that only those farmers with proven ability get to be
gstablished farmers in the Mcshav and only those who wished to be
farmers are given the chance. Nothing ties‘the settler to the farm if
he wishes to leave because he arrived with nothing and can leave with

the prospect of a better job. Every effort is made to reestablish him
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in another vocation by the Jewish Agency, settlement authority and the
labor organizations, Under this system fragmentation of the land is
avoided because only one person can inherit the farm,

From the moment he enters the Mashav the settler is a full member
of th2 cooperative, He is required to carry out farming activities
on his own plot of land according to the rulegjof the cooperative.
Although initially the settler works as a hired hand and progressively
acquires the land and capital items from the settlement agency, he¢ takes
part in all village decisions as a fully fledged member of the coopera-
tive subject to the guidance of the settlement agency officers and
veteran Moshav members. The village council, consisting of five to
Seven persons elected from the members of the village, zssumes the
responsibility of operating the general services in the village and
collecting the local taxes, It decides the precise level of taxaticn
and, most important of all, is ultimately responsible for meeting all
the financial obligations of the settlers, collectively. Thus all
incoming inonies pass through the council first so that deductions may
be made. It is the representative body of the settlers and deals with
the district and regional cooperative organizations., All decisions
on principle taken by the village committee must be ratified by the
District Council and are then binding on all the scttlers,

The most important feature of this cooperative structure is the
fact that the village as a whole, made up of some 60 to 80 households,
is responsible financially for the activities of the individual,

Within this small group no settler wouid survive unless he made equal

effort with the others at economic Improvement. [n short, individual
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responsibility is replaced with group responsibility., This injects
a certain insurance into the system but at the same time the group is
small enough and socially integreted (uw vtling whole communities
in the same village) to such a level til community pressure on the
individual is sufficient to produce the required coonomic drive,

The regional framework of cooperative action whereby the village
councils are represented in the district councils which are i1n turn
represented in the regional councils brings Lome to cvery individual
settler the workings and benefits of a cooperative: systerm, Fiually,
the village as a group through the council has conacderable pover
in its business dealings. It s Jree Lo acquite loana and make
business transactions without interfercnce,

These featurea also mean that independen o o the individyal
settler {1 cuttafled to a certadn extent. He cannt hiirte laboregs
to woark on hin tarm, since the phifonopny of sclt-lator s 13gsdly
followed., He cannot buy ot sedl toand,  He catnst obtain enplayment
or carnings outslde aptdoulture atless: aguthogised W, ¢t viliage
committer, However, thia 1s offset by the tedstlee Tevel o8 v o arid
frecdorm of actgon of the eleeted village coun. 3 Llven tte Yack ot
experfence of the tew nettlera and Coespdete finanidai dedbenden o ot
the nettloement autling fty, thete e B h te o nd thie cfatot whilh
Bas enabled tle Monhiac i 1 arrive 30 4 10 ) of coctois fetd offuatioe
unpatalleled by new acttlozents 16 othet Je,.odopitig (ovunttles,

Mot entah]isthied scttlesentes thtougivsst the wot il A wot Jiitel
mich 10" Yo roloe aniiimed By (he ncttler doging the ihitial etage of

" development .  Hovever, heyn® thie-eesge eithct (1) coljectve
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mansgement of the tarm along the lines of plantation agriculture takes
over as in the farmers collectives in Algeria, Ghana, the Kibbutz of
Israel, and {n Cuba, or (2) individual management and operation of the
tatu within the context of cooperat i action. There 15, however,
an in-between case which 18 signitic=nt not hecduse of proven economic
viability bat because ot the possibilities thie type of organization
opens to specific groups of people,

In the Gezira model i the sudun model ~f the Sudan management
18 centrally directed by the nettlement Authority, The tenants work
under metioulous saperriston ot field SLUPCIrVisors wao set the
work dchedule, plun 1nvestments .nd provide the tnput, A r1g)d crop
fetation schedule aa fixed for all farms, and labor is hired by the
Ranagement to cacry out the work {f the tenant is slow and the cost
chatged to him,  In short, it is more 4 centrally operating corporation
eoploying tenants on o prote sllaring bdsls.ll Maoh criticism has
beett leveled ot this {ore ol Organtaation concerning the lack of
Miwciendetice , recurity of tenure and Investrent noent 1ve (8lnce 1nvest=-
fefit da the genponsibidity of the Autherity) However, the torm of
BEEatIZat on ccrtainly han rerdr whon applicd v the sott Jemont ot
eRkttenely ooy agbingatefioe tatamern ILh o cducat ton and tadimentary
toihndoal aprdcoltotal ki dae, and b vl antalted deve lbpment
to bat capected fumediatoiv, 1 Gt g annencd that thee restdents o
subistatonce villagos Wit oy o0 ay frrtentsal cre meteled on the

curtent F.L DA pretects in Malavaia, then it 1w roncedvable that

o

J'Uu;1cd Nattoua, PFeagredsn in Land Retorm, Fourth Report, p. 66,
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when dealing with the less well endowed of the rural prwed clon this
form of organization might be an intermediate stage towards economically

viable statements,

Employment Expansion

No aspect of the body of activities lecding to self-sustained
development is more pronounced in the Moshav settleme=- nez,zam than
the meticulous care taken by the settlement agency in creating employ-
ment oppostunity to augment farm income and to absorb redundant farm
labor. More striking is the fact that the creation of employment
opportunity is linked to the agricultural indestry so thar the two
sectors complement and accelerate each other. In Isra::, expansion
of employment opportunity and the concurrent increase in income are
effected through a three-pronged attack on the problem: the service
sector primarily catering for the needs of the farmers; tue linked
agricultural industries; and the nonagricultural indust:icsc in some
regions such as the Lachish region.

Apart from the essential services such as education (both adult
and children), health, soci ! welfare, public works and cultural
activities which provide part-time or full-time employment for the
settlers, the rural center engages in the provision of &4 number of
econciic services which create employment for the unemployed or under-
employed. Three types ot regional organizations provide the agri-
cultural services that stimulate ptoduction, facilitate transactions,
and create employment,

The regional purchasing asscciartions are active in group purchasing,
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credit, marketing and undertake many other services and agricultural
pProcessing operations. In recent years, many purchasing associations
have constructed large feed mills, installations for produce sorting,
refrigeration, warehouses, and slaughterhouses. Each Moshav contri-
Lutes share capital for establishing these regional purchasing
associations. Each is represented in the board of directors so that
whenever possible the jobs created would automatically go to the
settlers. There were 30 regional purchasing associations in 1966 of
which 11 catered to the Moshav. Each association averages 20 to
30 villages.

The second category of regional organizations consists of the
regional councils. Located at rural and regional centers, regional
councils are concerned with general public services such as adminis—
tration sanitation, public works, education, and public utilities such
as water, and these activities provide employment on a part- or full-
time basis for the settlers. Recently the councils have expanded their
economic services and functions. The council runs the fruit and markecing
center operated under the jurisdiction of Thuva, the national cooperative
marketing association. Other marketing facilities operated by the
council include cold storage plants, poultry slaughterhouses, bakeries,
laundries and supply shops. The regional councils have also become
partners in industrial activities. These regional councils are
responsible to the Ministry of the Inrerjor and derive half the budget
from the settlements and their own ecoremic activities, FEach council
comprises about 10 to 20 settlements and is run by a body of elected

representatives from the villages and an clected director.



102

Finally, the regional develovment corporation is an example of
a secondaty cooperative formed along the same demccratic lines as
described for the cther service institu: tons. They assume duties that
were previousiy under the jurisdist oo ot tho seittement authorivy,
and creste turther investoent and coploevazet theougn such #ctivities
as rommunal cultivacion of drv land farming, ~maungl cultivation of
orchards and :ooperative t 2usprrtation. A coumson service in rural
centers is the tra.tor scrrice operotea by the scttlement agency. The
tractor service 1s eveutuaily tekon over by othe scetilers on a cocperdtive
basis. Combining econsmics ot slale with Consequent cheaper mechani-
zation for the settlers and provision o1 jobs for the skilled members
of the community, 1t is a4 valaable scaice oi employisent and income.

In recent vears three types ot sndustries have been created
in new settlements. Fii..., there arce indescrizs linked te the settler
dactivities and serving specitically to sugment the cettlers' i1ncomes.
The growing season in some areas 1s tuo short to exploit tully the
productivity of labor in tho region. with the help of cooperative
organizations in the northern highlands & plant was established fer
sorting, gradir~ and fermenting the tohaccs leaves during the period
trom October to February, which 1s the slack season. Agrizulture in
the area benefited from a resdy marke: and the szttlers' income and
employment lavel inereased.  Auether rorm of j-dustry termed auxillary
industries, unrelated - cpr- ulvure, 1nclutes the producticn of cepper,
brass and siiver ohjecrs o0 2re: sacks and cther packing material. The

distinctive teature -1 this industry 15 that production is geared to the
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settlers' work schedule in order to maximize the productivity of the
farm family labor. The third type of industries resulted from pressure
of mass immigration. The development of Kirat Gat in the Lachish region
had to include 1n its plans thke development of nonagricultural induscries
to provide additional jobs. Apart from two cotton gins, a large cotton
spinning mill, a large sugar factory (Ik 15 million investment), a
groundnut sorting plant, and a citrus packing plant, Kirat Gat also
has a sheet metal products factory and a diamond cutting factory. Other
enterprises such as a dyeing works, a paper mill, and a tannery were
planned as early as 1962. The expsansion of these industries and the
continuous stimulus given to the agricultural sector through the demand
for food of a bigger and more well-to-do working class has obviously
contributed to the income increases and self-sustained economic
development .

In 1955-56 the annual net farm inceme of the settler's family
had been only Ik 1,260 while in 1959-60 it had grown to Ik 2,400;
corresponding figures for total income including nonagricultural
earnings rose from I% 1,600 tc 1k 2,900, Farm productivity also
increased. Sugar beet production rose irom three tons per dunam;
groundnuts from 0.2 tons to 0.29 tons; potatoes irom 1.5 tons to

22
2.5 tons; and tomatoes from 3 tous Lo 5.5 tons.

11I. CONCLUDING OBSERVATIONS

The discussion has traced the origins »f the various settlement

'

22Darin-Drabkin, op. cit., p. 217,
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forms and followed the development of the Moshav Ovidim to emphasize
the realization of self-sustained development of this form of settlement.
It has been observed that the path of development has involved emanci-
pation, productivity increases in land labor and capital, and continuous
expansion of employment opportunity with resulting higher incomes and
levels of living. In the field of rural development in general, and
the Moshav in particular, a multitude of factors contribute to the
success or failure, and to isolate any one set of factors and con-
clusively infer that they are the critical elements is impossible.
However, quite clearly the emergence of Zionism, the high level of
leadership, the financial resources ot the Jewish Agency, the insti-
tutional structure and the prevailing philosophy of agricultural
fundamentalism combined with highly motivated, able and nationalistic
human material generated a settlement model that led ultimately to
self-sustained development. In short, the particular social and economic
setting gave rise to an indigenous model capable of solving the problems
hindering economic growth--problems which are common to most developing
countries.

The post-state Moshav combining the basic philosophy of the Moshav
Ovdim and many new innovations to cope with the changing national scene
provides many guidelines as to how other indigenous models in
developing countries might be evolved. The conclusion reached in the
study of this model and other models in developing countries is that
three key characteristics are crucial.

1. Comprehensiveness of planning.

2. Flexibility in implementation.

3. Adequacy of financial resources.
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Comprehensive planning does not mean merely comprehensive farm planning
or even rural planning. The Israeli example clearly illustrates the
univefsally applicable principle that the new agricultural settlement
must be totally integrated with the whole economy. The model meets
this requirement through a system of cooperative societies that 1link
the farmer in the village with regional and national decision making.
Comprehensive planning does not regard the settler as belonging only
to the agricultural sector but views him as a productive unit within
the total economy capable of stimulatiug and participating in industrial
development. Thus agricultural and nonagricultural industries were
brought to the settlements with consequent employment expansion and
income increases. Finally, in comprehensive farm planning, physical
production possibilities were integrated with market and institutional
capabilities. 1In short, the physical and institutionmal infrastructure
developed in phase with agriculturai production.

The second major ingredient contributing to the success of the
Moshav was the flexibility of implementation. The settlement agency
changed its plans accord+ng to the exigencies of national development.
It modified plans according to the characteristics of the participants
in the village. It provided alternative farm models to be followed
thereby allowing o certain degree of choice and specialization. The
settlement community was allowed to make its own decisions subject to
the guidelines set by the agency and the advice of the officers. Only
the best settlers survived the system of cooperative development, mutual
respongibility and freedom of mobility. The cooperative carried out

the process of selection of the fittest. Finally, the individual
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settler was encouraged to develop at his own pace, and to specialize
in that farm model at which he was most proficient. Moreover, the
settler received credit subject to his performance.

The third universally applicable role is that finances must
be adequate. Among all the models studied, especially in Africa, the
Middle East and Southeast Asia, the Israeli model provided the highest
level of investment credit. Because land is nationally owned and due
to the high mobility of the labor force, investment credit tended to be
concentrated on the best settlers. Almost no settler selection is
carried out at the start, but the system of wmutual responsibility
in a small group coupled with the high mobility of the labor force

is by far the strongest selection process.



CHAPTER V

CONCLUSTIONS, MODIFICATIONS AND ALTERNATIVES

I. CONCLUSIONS

Achievements

The existing settlement program in Malaysia has achieved much in
alleviating the many social and economic problems in the country. Employ-
ment has been created, income inequality between the rural and urban
populations partially redressed, and human resource development promoted.
More specifically, 18,400 farm families have been given jobs and the
expected net income level of M$290 per mecnth would bring the settlers'
living levels way above the average in the rural sector. Raja Mohammed
Alias has estimated in detail the contributions of the F.L.D.A. to the
nat:'ion.1 These contributions may be summarized as follows:

1. The F.L.D.A. projects will create at least 3,500 jobs each
year and have kept in continuous full employment 7,000 skilled workers
in jungle clearing and construction work.

2. The projects provide a useful channel for public sector
investment realizing an estimated 13 percent internal rate of return.

3. By 1975, 22,000 contributing families would add approximately

M$10 billion to the nation's revenues, and, from this point on, these

lRaja Mohd. Alias bin Raja Mohd. Ali, "The Role of Land Settle-
ment in the Economic Development of West HMalaysia," The Mission of
Agriculture Vol. 2: Selected Papers Fresented at the Second and Third
Seminars on Agriculture Organized by the Malaysian Centre for Development
Studies (Kuala Lumpur: Prime Minister's Department, December 1969),
pp. 55-56.
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revenues will increase by M$2.5 million per year.
4, The foreign exchange earning capacity of the nation will
increase by M$100 million per year by 1975 through the sale of palm
0il and rubber.
5. Additional economic activities in the areas of transport,

processing and foreign trade are stimulated.

Development Strategy

In the formulation of the program that has made these achieve-
ments possible, emphasis was placed on the intensive use of funds and
the skills of private agricultural contractors. This policy was
unavoidable because the settlers were relatively unskilled,
illiterate, bound by tradition in all activities, and, more often
tuan not, possessed little or no capital resources whatsoever. On the
other hand, the F.L.D.A. possessed substantial funds, a technically
competent staff and had access to a pool of skills in the private sector
in the form of agricultural contractors. Through the policy of con-
centrating the financial resources on as small a number of settlers as
possible, relegating the difficult tasks of land development to the
agricultural contractors, and selecting familiar crops, the F,L.D.A,
was able to reduce risks and uncertainties to a minimum. However, in
following this line of action, the program has strongly emphasized
short-run output goals and tended to neglect the long-term plans

necessary to effect self-sustained development in the settlement.

Inadequacies of the Program

The discussions :in Chapter III reveal a number of inadequacies

in the program from the viewpoint of promoting self-sustained development,
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These inadequacies stem from the lack of emphasis on certain activi-
ties, inconsistencies of some program components, and over—emphasis
on others,

The relevant inadequacies in the program which can be corrected
without excessive cost can be summarized as follows:

1. There is a lack of emphasis on diversified skills (both
agricultural and nonagricultural) in the selection of settlers and in
the initial training process. Meanwhile, the settlers are subjected
to an intensive training program in the cultivation of only one crop,
0il palm or rubber.

2. The extremely paternalistiec «ttitude of the F.L.D.A. personnel
in the farm operations will not facilitate the acquisition of farm
management ability among the settlers. The settlers do not participate
adequately in the decision-making process concerning the farm operations
during the period of land developuent.

3. There is inadequate flexibility in resource allocation within
the farm resulting from the planting of permanent crops.

4. The financial arrangement is over-rigid, uniform and
inflexible.

5. A comprehensive plan and early action to lay the groundwork
for capital accumulation, investment and employment expansion within

the settlement is lacking.

The Need to Adapt

The social, economic and technological conditions change over

time, and the prospective participants of these land settlement projects
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differ in their capabilities, ideological inclinations and ownership
of financial resources. An optimum nodel to suit every settler and
under all circumstances is, therefore, impossible, and any attempt
at perpetuating the current "best" model indiscriminately 1s unwise.
Only by developing a profusion of models, selecting them over time,
and continuously incorporating modificaticns to suit new conditioms,
can the capabilities of the people and the resources be fully
exploited to realize the goals of society.

In most situations, however, the ability and the desire to
institute changes and to stray from what 1s thought best for the time
is constrained by the costs of experimentation and the mistakes in the
past. The success of the Israeli settlement is due in part to its
willingness to accommodate and to change, its boldness in experimen=-
tation, and its ability to sustain the variety of models that emerged
while directing its attention all the time at emancipation, productivity
increases and employment expansion. The Isrdel: experience amply
demonstrates the wisdom and the feasibility of alternative solutions
and the modification of existing programs over a period of time.

Fortunately, the inadequacies of the present F.L.D.A., settlement
program in fostering self-sustained development can be remedied without
drastic changes in the existing program. Furthermore, since land
settlement in Malaysia is an important strategy in national development
at present and in the fcreseeable future, the necessity of developing
alternative methods of operation and solutions to problems to suit
the changing conditions cannot be over-emphasized. The remainder

of this chapter will deal with possible modifications of the existing
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model and alternative models based on experiences ol self-sustained

development in successtul settlement mrulects throughout the world.,

1I.  PROPOSED MODLIFICATIONY i0 THE KXISTING PROGRAM

The evidence 1n Isranl and elscwhore SLEDrts thic basic hypothes.s
of this thesis that selt-sustained doszlopment can be realized without
sacrificing other desired achievements or iolving extensive coscs

Seerangly appropriate changes could be rade in the Malavsian pregram

=

by emphasizing some areas of aciivily, slesaring sther activities o
lesser importance, and impro ing the .u§:scency a1 intecielated program
actions. The proposed mod:ifiiations f4l! wiihsn the areas of settler-
Authority relationship, development of skilis, 7inancial Arrangerents,
resource allocation within the yarm, and c-ployment expansion.

The advantages of the existing ¥.i..D.A. Program cannot be ignored.
The program is technically efficient in rubber and oil palin planting,
and much of its other achievements aic based nn this technical competence.
Moreover, the F.L.D.A. has established a fav-rable reputation in the
country for its comprehensive assistance to the settlers. Based on these
assets, a pattern of development in terms of ideology and methzdology
has already been well established. Dras:ic changes, however relevant
and desirable, cannot be implemented 1n the uear future without harmtul
cecnsequences. The recowmended ~hanges are nude 1n the light of the
existing state of technolugy, commitments Lo ~stablished settlements,
and previously resolved plans 1or the future. As technical knowledge

and market structures for a brsader range o1 ¢rops and livestock develop

in the future, individual planning for each parttcular project may be
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{ntroduced. Individual project planniung of enterprises may he coupled
with individual scetler planning wheoo the settler has a cholce ot
the type » scttlement that vould ruer tia tdeclogical inclination

and apability most,

Changes in the Settler=Authority Relationship

The present relationship i3 one of cxtreme paternalism in the
decis ton-making process within the fir= during the perfed of develop-
ment This relationship 1s establishad moat ottectively through the
awacd of subsistence credit that - 1o bhea o the work schedule and
the group=block method ot worn. The tack of discipline among the
traditionally subsistence settlers and penceral abusence of imitiative
have brought about this relationship., A suggested change 1s that the
land be divided 1nto individual family plots :nd allecited to the
gettlers on arrival at the sestlerent bhat keeping the block-group method
of work at the same time. This meossute in no way tampers with the
efticiency of land development, but, bv ydentitving the settler with
his own plot of land (even though ne desclops 1t collectavely), a teeling
of proprietorship is introdwed and with 1t the feeling of o right to
take part In the deciston=raking process and the incentive to pertarm
weli. This would set the stage tor carly cmancipation trem lhe Authority.

To support this mesure, ca h work group could be given the
responsibility ot muking decicroan wich regard to the maintenance work
on the block, subject o1 course t. thetr pert: rmance and the guidance
of the supvrvisory statt.  Fhis coo ot by dmplanented Lrter o year of

tesidence and appropriate tradning. >ince cach scttler has a separate
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loan account, the fdet of reducing conts 16 easily conveyed and accept-
able to hin,  Relegating responsibiiliy to the settler ot such un ecarly
etage may appear to conflict with the Mulaystan experiences in the
fringe und block alienation schemes where independent settler cecislon=
making was followed by substandard dcvelopment of the crop, However,
better settlers are now being sclected and the quality of the super-
viscry and extension staff has bcen improv:ing continuously, There is
a possibility that allowing the work proups to make the decisions
before the acquisition of adequate skills may result 1n the deterioration
of pertormance. A measure of scourity against this might be abtained
by awarding the responsibility to selwu.ved gr ups o by distriburing the
settlers with more initiative and abitity amoog ditferent groups. The
use of veteran members of the successful Moshav Ovdim to participate
in the decision-making process of the new settlements in Israel greatly

improved managerial ability and hastencd emancipation.

Greater Fmphasis on Skills

In Istael, nonagriculturat skilis of immigrant settlers played
a substantial role in incore increases in the settlements. The overall
income from Kibbutz industrics amounted to 15.2 percent of the total
inceme, and 10 Kibbutzim were known tc derive 30 to 50 percent of their
fncome from industry and handiczafts.x Thus, both agricultural and
nonagricultural skills o' secttiers have :n ext-cmely important

int luence on the eventuval outcome cf the settlemert process. It is

suggested that an alteritiop 1n the se*tler selcction process he made

2Darin-Drabkm, op, ¢it., p. 80.
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to emphasize skills and that the settler development and training
period be oriented towards the acquisition of nonagricu.itural skille
as well as agricultural skills.

In settler selection, the prerequisites of cit.- 1lp, produc-
tive age, marital status, good health and a law abidir~ recwrc should
be maintained as under the present system. However, ir tne vext
stages of the selection process credit should be given to certain age
groups, the desired size of the family and the nonownership of land
should be given a smaller weight and skills emphasized. If the 30 point
total is to be maintained, the distribution of points s:cwm in Table 4
could he followed. The first two items are accorded the iow weight
of 2 points each because they arise primarily from consider tions of
welfare or need which have already been considered in tr= eligibility
prerequisites. Agricultural skills, nonagricultural sk ils entre-
preneurial capacity, and literacy are awarded a total of i% points
with equal weight attached to each category and are suggestai. because
of the stimulus these qualities could give to nonagricultural activity
as well as agricultural enterprises and the very plausible hypothesis
that these qualities strengthen each other and stimulate sucependent
eccnomic activity. Finally, ownership of capital is included in the
criteria of selection to test the commitment of the settler to the new
venture and to emphasize the importance of capital accumulsation. This
system allows the selection of cconomically motivated s: beig-ence
farmers as opposed to mere subsistence farmers. Because arplications
far exceed the available places, The Authority can and should be more

stringent in its selection prccess.



115

TABLE 4

PROPOSED SETTLER SELECTION CRITERIA FOR THE F.L.D.A.

Criteria Points
1. Age between 25 and 35 2
2. Two or more children 2
3. Owning less than five acres of land elsewhere 2
4. Skills:
(a) Experience in oil palm and/or rubber 4

(b) Experience in rice planting, vegetables, fruits,
poultry and animal husbandry, fish ponds and other
crops (1 point for each skill) 4

(c) Experience in nonagricultural activities such as
jungle felling, carpentry, retailing, barbering,
auto repair, tailoring, etc. (4 points to any one

or more skills) 4
(d) Experience in contract work 4
(e) Literacy (ability to read and write) 4
(f) With savings of M$500.00 or more _b_

TOTAL 30



http:M$500.00
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Experience in Israel supports the recommended system. Those
communities from Western and Central Europe consistently performed
better economically than those immigrants from North Africa and the
Middle East even though they had almost no agricultural skills,

But most of these European settlers were tradesmen and artisans and
possessed decision-making and organizational experience. The European
settlers were usually literate. On the other hand, the immigrants
from North Africa and the Middle East had to iearn the latest agricul-
tural techniques to replace their previous subsistence methods.

The next stage in the settlement process is to stimulate the
acquisition of skills by members of the new community. The assumption,
that even with the greater emphasis on skills in the selection process
the available pool will be small in the Malayvsian situation, is justified.
Another assumption is that the F.L.D.A. personnel possess little know-
ledge and skills beyond that required for oil palm and rubber. Under
these circumstances, the private sector must be tapped for the skills
it can provide on the basis of mutual benefit. Progress in this
direction has been made by the specification in F.L.D.A.-issued contracts
that a certain percentage of workers should be recruited from the settler
ranks. Jungle felling, road construction, housing, and other public
works come under this category. <rhese measures may be augmented in
several ways:

1. Agricultural input firms dealing in fertilizers, insecti-
cides, weedicides, feeds and other products should be invited to carry
out demonstration tecnhniques, research plots and lectures in the projects

cn those crops and enterprises other than oil palm or rubber. Prominent
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firms such as 1.C.1., Behn Meyer; Guthries, and Zuellig have been
amenable to such proposals. Emphasis should be on subsidiary crops.

2. Integration of the extension activity with the extension
service of the Department of Agriculture could be carried out on a
more comprehensive scale than is done a4t the moment. The integration
will maximize the use of the pool of knowledge and equipment in
both organizations.

3. In the area of nonagricultural skill training, a pool of
knowledge of traditional arts and c:cafts cxists among the rural people
such as basket weaving, silverware and woodwo v, local textiles (batik),
and preparation of certain focds. The skills could be mobilized by
recruiting the artisans on a part—-time basis to specifically train
the settlers or members of their rfamily during the slack period.
Izmediate results are not to be expected, but the long run effects of
this training could be considerable.

4. JUniversity and college students could be used in the F.L.D.A.
settlements during their field training periods. Part of the students'
time shculd be spent in teaching.

5. In addition tc F.L.D.A. contracts, all government contracts
should include the condition that a certain percentage of the workers
must come frem the settlements if the werk inmvolved is wicthin a 30-mile

radius of the projects and 1f ir did net dispise enisting workers.

Greater Flexibility in Financial Arranpements

Given the nature ¢! rhe permznunt .rops where the major portion

of the investment credit is cxpznded in the first four years without
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any returns, there is no alternarive but to follow the present financial
arrangement. The call for greater flexibility pertains to individual
activities apart from those associated with the main crop. The present
financial and material assistance to groups in the development of fish
ponds, vegetable gardening, orchards, poultry and animal husbandry may
be reduced, but the same assistance should be concentrated on individuals
who have demonstrated their initiative and ability. The success of
these individuals will serve to stimulate greater efforts by the others,
The thinking behind individual assistance is that collective underrakings
in subsidiary enterprises using labor-inrensive methods and little
capital are all right for home consumption production. Commercial
production, on the other hand, requires entrepreneurial capability
and profit incentive--both qualities being more compatible with indivi-
dual action. Better allocation of the limited resources for subsidiary
enterprises is realized by encouraging, supervising and concentrating
the capital on the few able individuals. Thus, ancther lecan account
for short-term credit could be set up with a higher rate of interest
and comparable with the commercial banks and payable over two crop
cycles. The good results accruing to the short~term operational
credit facilities in the Israeli Moshav testifies to the practicality
of this measure,

The individual's commitment to the farm can be measured by his
personal investments in the farm. The Israeli settlement agency
requires that an additional 30 percent cof the total investment commited
to the farm by the agency be invested by the settler himself fiom Savings

ot from loans acquired from alternative credit sour:es. Compulsory capital
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accumulation is important in establishing the habit of saving and
investment on the part of the settler himself and also gives self~
sustained development some initial wmomentum. In the F.L.D.A. program,
loan repayments should be reduced and the period of repayment increased
to 30 years with the condition that the income over and above the
subsistence level be invested by the settlers within the settlement.
Since enforcement cof the investment rule is difficult, the proposal

should be applied to selected settlers.

Greater Flexibility in Resource Allocation with the Farm

Continuous increases in the total value product of the farm are
probable only if resources can be allocated according to the market
conditions within a short period of time. The flexibility of resource
allocation within the farm may be improved by increasing the area of
short-term crops. Drastic change in cropping pattern is not possible
because the level of skills among the settlers with regard to other
crops that might be profitable besides rubber and oil palm is inadequate
at the present moment. Thus, the increase in short-term crops should
be small. If the present farm size is to be maintained, the enterprise

combination could be as follows:

Rubber or oil palm 6 acres
Fruit orchards 2 acres
Short~-term cash crops 2 acres

Alternatively, the acreage for short-term crops could be increased
without reducing the acreage of rubber or oil palm by making use of

the area reserved for future expansion of the settlement. The settlers'
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children could be diverted to nonagricultural employment or to new
projects,

The above cropping pattern is recommended because flexibility
in resource allocation is more important than a secure but fluctuating
and perhaps falling income from rubber and o0il palm if self-sustained
development is desired. In the 10-acre farm model, income from the
permanent crops is reduced by only 25 percent, but the 2 acres for
short-term crops offer tremendous possibilities in the future. The
possibilities fcr short-term cash cropping are illustrated by the
vegetable farms in the Cameron Highlands which are modern and profitable
but average only 2.5 acres in size.

The obvious argument against this recommendation is lack of
markets, skills and competition from other sources producing the same
crops; furthermore and most important, the steady cash returns from the
permanent crop are reduced at a time when they are needed most. The
equally obvious answer is that the continuous improvements in technology,
skills and market structurs will enable higher returns than rubber or

cil palm to be realized.

Expansion of Employment

To effect capital accumuiation, investment, and expansion of
employment opportunity, the Israeli sertiliement agency used comprehen-~
sive regional planning to ailow cxploiration of the tollowing features:

1. The size of the mziket ter agricultural products.

2. The size c¢i the tacter and pioduct market ior industry to be

established.
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3. The surplus seasonal labor in agriculture.

4. The retention of the best people in the rural areas and
movement of the skilled into the area through provision of amenities
possible only where a sizeable populacion of productive farmers exists,

5. The careful introduction of labor-intensive industry.

Regional planning is not new in Malaysia as evidenced by the
Jengka Triangle and the Muda irrigation projects of the F.L.D.A and
the area development planning for many subsistence areas. It is not,
however, conceivable that all new projects can come under comprehensive
regional development in the :mmediate :iuture, creation of large
regional towns and centers included. Withcuc completely changing the
present pattern of development and the lccation cf projects which must
take into consideration land availability and political considerations,
slight modifications may be introduced to c¢reate an atmesphere conducive
to self-sustained economic growth. There are as follows:

1. Locating 21 number of prejects within one region as in
the plars is being prorosed for the Jengka Triangle. 1If cthis 1s not
possible 1n viher areas, the size of the projects can be doubled to
800 farm families. The size is not arbitrary but is arrived at due
to reasons of factory capacity and efficiency of prccessing actavities,
The long-run economic momentum deriving from a large productive popu-
lation far outweighs the short-run ecase > administration and management .

2. All the industries inrrecduced 1ut. the Israell settlements
cannot be attempted in the immediate future. Hiwever, by increasing
the size of the population within the settlement or region and allocating

two acres per farm for subsidiary crops (discussead previously), fertile
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ground for certain processing industries making use of local farm
produce is created. These possible processing industries include
groundnut processing, rice milling, shelling and packing of maize,
processing raw tapioca into chips for animal feed, mixing of animal
feeds, and cther simple labor-intensive industries requiring little
capital. A secondnéééééory of industries which might be attempted
is industries making use of the pool of knowledge of traditional arts
and crafts such as textiles (batik), silverware, wood crafts, preserved
food preparation and others. These auxilliary industries utilize labor
during the slack agricultural season.

3. All economic enterprises that w/ghi b. envisaged are

contingent on the availability 1 {unus, cotieprencurial capacity and
skills. While measures to acquir: <kiils Lov: heen specified, methods
to secure funds and entreprenvur:.i osacity sre tas more difficult to
define. Industries which can v 1. & -, .. conieriny or the govern-

ment along the lines of farm development are limited and, in the context
of self-sustained development, unwise. Measures to stimulate an inflow
of skills, business acumen and capital from outside the settlement
through tax incentives, easy-term loans and tariff protection are more

feasible. These stimulants alreavy exist in the country. The suggestion

here is that the level cf in:entives be raised for regionally based

industries at or near the settlement projects.

Schedule of Modifications

The proposed modifications may be scheduled to follow the

program of land development activities to enable changes to be made
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in existing settlements at various stages of development., The schedule
of modifications 1s also categorized according to the components of
self-gsustained development to identify its contribution to self-
sustained development., If desired, the F.L.D.A. may implement any
recommendation to suit various settlement projects at different stages

of development. This is shown in Table 5.
III. ALTERNATIVE PROGRAMS

Two alternative progiams that might be profitably considered
for implementation in the near future are discussed here. These
alternatives attempt to improve the chances of self-sustained develop-

ment of the settlements.

The Graduated Land Allocation Model

A United Nations report states:

Moreover, while the spontaneous settlement leaves full scope

for individual initiative, no effort is made to increase the
competence of the settlers either as individuals or as a group,
nor is attention paid to the proper place and functions of the
settlement within the national contexts. On the other hand,

the paternalistic model usuzlly pays attention to the technical
education of the settlers even to the extent of providing

more technically advanced tools and equipment for their use.
Here, however, inadequate stress is given to encouraging personal
incentives, to stimulating individual initiative and to developing
a community based on feeling of solidarity and mutual aid.3

This model attempts to bridge the gap between the two types in order

to realize an economically viable settlement.

3United Nationg, rhe Community Development Approach to Land
Settlement (New York: United Nations, Department of Economic and
Social Affairs, 1966), p. 7.




POSSIBLZ SCHEDULE OF ACTIONS TO STIMULATE

TABLE 5

SELF-SUSTAINED DEVELOPMENT IN MALAYSIAN LAND SETTLEMENTS

Stages of Land Developmsnt

Emancipation

Increases in Total Value Product

Investment and Employment Expansion

Planning

Initial Land Settlement
and Development
(First and Second Years)

Pre-Harvest
(Third to Sixth Year)

Post-Harvest
(After the Sixth Year)

2.

Selection of settlers with

eaphasis on skills, capital
ownership and experience in
business

Settlement of settlers from
the same community in the
same project

Flexibility of resource allocation
improved by avoiding capitel-
intensive permanent investments

Flexibility of resource allocation
improved by increasing the acreage
of short-ternm crops

1.

2.

Concentration of projects
within a region

Doubling size of existing
projects from 400 to 800
families

1. Division of the land into 1. Attracting agricultural supply 1. Stimulation of employment
individual family farms firms to the project of settlers by agricultural
2. Community participation in 2. Intensive training in jeneral agri- 2. Encouraging settlers to
land development decisions culture and sgricultural skills invest the capital they
and trequired community might own
services
1. Intensive training in the 1. Provision of short-term opera- 1. Intensive training in tradi-
cultivation of the main crop tional credit tional arts and crafts and
other nonagricultural skills
2. Settlers participate in 2. Financial assistance to individuals 2. Employment of settlers in
decision-making of farm for subsidiary enterprises nearby government projects
operations
3. Research and extension for sub~ 3. Establishment of savings
sidiary enterprises and loans banks
4. Establishment of market channels
for subsidiary enterprises
1. Continued provision of pub- 1. Continued resesrch and extension 1. Advertisement of cheap
1ic services with emphasis activities by the settlement labor and other specialized
on education, health and agency in conjunction with the resources in the settlement
communications Agricultural Department
2. Removal of constraints in 2. Transactions involving land are 2. Tax incentives to manufacturers
land consolidation and permitted
migration of workers 3. Vocational training carried

out for groups of settlements

921
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In this model, the settlers can perhaps be given 10 acres of
land--4 acres to be planted with fruit trees and 6 acres to be planted
with a combination of short-term cash crops such as vegetables, rice,
maize, groundnuts, tapioca or other combinations of feasible enter-
prises. The mixed enterprises in new settlement projects are not new,
The Phrabbhabad and Pimai settlements in Thailand combine corn and
cassava (tapioca). The Maryout settlement scheme near Alexandria in
the United Arab Republic combines olives, citrus fruit and vegetables,
The point is that these countries, with an almost similar srate of
technology to Malaysia, did not remain with the "tried and tested"
crops in their own countries--rice and cotton--but branched out and
experimented with alternative crops in the new land settlements.

All the land is to be cleared and the fruit orchards planted
and maintained by contract. The settlers are allocated two acres of
the cleared and ploughed land and provided with the necessary input
for the first crop. These two acres will provide the subsistence
necessary during the period of development. In the meantime, the
remaining area is to be rented to private firms on a two-year renewal
basis for production of short-term crops with the stipulation that
hired labor must come from the ranks of the settlers. Thus, the
settler and his family can work their subsistence plot and also find
work as a hired hand of the contractor. Further allocation of land
to the settler (two acres at a time) is based on his ability to accumu-
late an amount of capital equal to one-third of the cost of developing
the land. As land is acquired by the settlers, the firm renting the

land reduces its area of operations and withdraws its activities
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progressively, The four-acre fruit orchard is handed over to the settler
when he is operating all six acres of cash crops. All costs of develop-
ment are charged to the settler on the basis of a 30-year loan payable
at 6 1/4 percent interest. The settler 1s free to sell out at anytime
provided he fulfills his loan obligaticns, and, if he wishes to leave
the settlement without meeting his obligations, the land reverts back
to The Authority,

Under this system, the settlers move at their own pace and are
stimulated by profit incentives and acquisition of a larger farm. The
fruit orchard is handed over to the settler last because of the
necessity to concentrate his energies on the short-term crops and
because the orchards yield no returns in the first four years. At the
same time, those settlers who succeed in acquiring the six acres are
almost certain to succeed in other economic enterprises because of the
stringent weeding-out process.

Success of this model is contingent on the level of technical
competence of The Authority personnel, the contracting agency and,
most important, the settlers themselves. The first two years are
crucial in that the ability of the settlers to sustain themselves
and to find work with the contractor determines whether they stay or
leave. However, this in itself 1s a test of ability and initiative,
and settlers should be encoutaged tc leave if they cannot fulfill their
obligations. Social goals are not advanced by placing people in situa-
tions they have little suitabilicy ‘cr. 7The Eastern and Western
Nigerian projects found this out when they attempted the creation of

a sector of educated rarmers from those young adults fresh from
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completing school. It is thus advocated that only cne project be
started as a pilot project concentrating on rice as the main short=-
term crop and groundnuts and certain lowland vegetables as subsidiary
cash crops. These crops ate selected because skills in cultivation
and market channels are better established than other short-term crops.
Depending on local conditions, othe: crops may be chosen. The rule in
enterprise selection recommended here is that one crop should assure
subsistence while other crops are planted to maximize cash income.
There should be five skilled extension wotkers to every 100 settlers.
This is in line with the Israeli ratio of three to every 60 or 80
settlers in the Moshav.

The ability of the setrlers to accumulate cash is dependent
on the availability of markets. To assure this, The Authority must
undertake to purchase all surplus produce which may be disposed of
to private entrepreneurs even if a loss is incurred. This is also a
way of integrating the settlement with the business sector outside,
perhaps paving the way for direct contact in the future.

Mutual assistance leading to ccoperative action and cooperative
institutions is important to prevent exploitation by business circles
outside the settlement and to develop the ability to compete. The
following measures may be taken tc assist this development :

1. The communities should be kept small. This could be done by
locating 1,000 families in five neighborang villages.

2. Farmers' associations should be organized along the lines
of those set up in the subsistence ateas by the Department of

Agriculture.



128
3. A rule of mutual assistance and mutual responsibility should
be established 1d enforced through the farmers' associations. For
example, all credits, subsidies and assistance could be distributed
through the farmers' association. At the same time, the association
and all members would be responsible for repayment of the loan. This
ensures the survival of the best settlers through a selection process

carried out by friends and neighbors.

Collective Farming and Individual Consumption Model

In the 0il palm enterprise, a capital-intensive factory capable
of processing the crop from an extensive acreage is required for
economical operation and a high quality product. The harvest of the
crop has to be geared to the daily capacity of the factory, and, as
such, the farming activities have to be geared to the production of
a specific amount each day. In addition, the fruits must arrive at
the factory and be processed within a few hours to maintain the quality
of the oil. There is little alternative but to develop a model for
collective management of the main enterprise while maintaining individual
consumption of many possible models. This model is developed from
experiences in Algeria and, to a lesser extent, experiences in the Moshav
Shifuti of Israel.

In this proposed model, the current F.L.D.A. policy, with regard
to a project size of 5,000 acres and 400 farm families, will be
followed. However, the size of project may vary without affecting
the general principles involved. This program model advocates a clear

distinction between physical land development and community development
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on the grounds that a greater emphasis on comunity development than
18 currently being practiced will bring the settlement closer to the
goal of self-sustained development.

In the area of land development, the government allocates 5,000
acres-of virgin jungle land to an agricultural firm on condition that
oil palm trees are to be grown to specification and the developed
land sold to the F.L.D.A. within a definite period and at a previously
fixed price. Another condition crucial to this plan is8 that the
contractor must agree to hire his labor force from the ranks of the
settlers., When the first thousand-acre block of land has been cleared,
it is sold to the F.L.D.A. to be divided into farm family plot of
two acres each (the remaining 200 acre. go to village development,
schools, commercial fish-ponds, etc.) Settlers are relocated in the
settlement, and, during the period of oil palm development, they work
on the two-acre plots individually growing crops for home consumption
and for the market. When the oil palm trees mature, the F.L.D.A.
purchases the plantation for the settier while holding the mortgage on
the land during the period of loan repayment. The plantarion will
not be divided into individual farms for reasons of crop management
problems already enumerated and will be managed collectively by a
professional staff.

The financial arrangements in this model include a collective
loan account and an individual account. Loane incurred in the
development of the oil palm are charged to the community while
operational capital for the subsidiary crops and housing loans are

charged to the individual. There 1s an added advantage in that the
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F.L.D.A. is no longer responsible for the subsistence income of the
settlers during the oil palm development period except perhaps for the
first year. The settler either works for the contractor and is paid
on merit or works on his two-acre plot ct land or engages in both
activities. Should the settler decide to leave the settlement by
choice or because of unsuitability before the oil palm is mature,
departure is facilitated because the loan made directly to him is
small and involves only his house and the two-acre plot of land.

In this plan, the participation of the F.L.D.A. is partially
shifted from land development te community development. The technical
and managerial personnel can now be shilted from the cil palm crop
to the areas of leadership training, vocational training, general
agricultural extension, and creating an atmosphere conducive to further
agricultural and nonagricultural investment. Furthermore, capital is
attracted from the private sector to the settlement through the arrange-
ment with the agricultural development firms. Because of this initial
capital flow, further investments by the private sector may be stimulated
in the areas of input and product commodity transactions. Finally,
the loan arrangement facilitates the mobility of the settlers which
will ultimately result in the survival of the best settlers. The
method of collective operation of the oil palm plantation will be
described next,

The organizational structure of this recommended model involves
a hierarchy of three decision-making bodies. The final sovereign
body is the general assembly of settlers including all heads of settler

households. The powers of this assembly include approving plans for
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the organization of work, approving plans for development and invest-
ment, and approving accounts and election of members to the workers'
council. The assembly meets at least once in three months. The
vworkers' assembly elects members t~ the settler's council (one repre-
sentative for avery 100 members) whose members hold office for three
years, and one-third of the council is to b re-elected each year to
ensure continuity of management. Since ownerehip of the shares may
be bought and sold outside the rettlement, two-thirds of the ccuncil
members must be engaged directly in production. Powers of this council
include the purchase and sale of equipment, long-term borrowings and
membership questiony. It examines accounts and approves orcers drzwn
up by the management committes. The council elects the management
committee from among its membars, and the nanagement committee should
not be larger than nine membarvs. The council should meet at least
once a month. The management committes performs the day-to-day running
of the enterprise together with the director. Its functions are to
draw up the work schedule and the authorization of purchases, sales,
and short-term loans. The committee eslects its president who is also
the president of the council and of the asseably and represents tha
collective in legal matters, Finally, an office to supervise the work
of the munagement committee sand the president should be created. A
director appointed by The Authority represents The Authority or the
government. His duties include meking certain that the farm plans
conform to the national plans, that rules governing membership are

observed, and that the capital assets are maintained. He supervises
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the management of the collective farm and acts as the treasurer of the
collective.

In the financial arrangements and revenue sharing, a basic wage
rate is paid to all members fixed according to function and conditional
on fulfillment of certain minimum productivity norms. Levies are
raised by The Authority to assure perpetuation of a socially and
economically viable collective for the following items:

1. Depreciation of the capital aquipment.

2. An investment fund for further expansion of activ’+ies.

3, A saoczial fund for the benefit of the members,

Over and above the costs of all other input items and payment to non-
members of the collective, necessary for the efficient operation of
the settlement, bonures aie paid to members of cthe collective. These
bonuses are scaled to wage payments and are given, from time to time,
when productivity increases beyond normal are realized. Any surplus
after the above items are accounted for is shared between the members
of the collective, the investment fund, and the social fund.

The allocation of land to members to ergage in subsidiary enter-
prises for home consumption and market should be continued and perhaps
increased to allow for more market production. Thus, the members of
the collective will have a choice in vwhether to engage in private
farming or to engage permanently in work for the collective. An element
of specialization has been introduced. With the established organiz-
ational structure for the oil palm enterprise, market channels may be
easily organized and credit facilities provided, thus greatly
assisting in the development of individual economic activity and

self-sustained development.
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This proposed system attempts to bridge the gap between collec-
tive and private farming. By maintaining individual consumption,
work incentives, and private subsidiary farm activities within the
context of collective farming in the main enterprise, the best of

both systems might be obtained.
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APPENDLIX A

MALAYSIAN SETTLEMENT PROJECTS: TABLES,

MAP, AND RELEVANT ILNFORMATION

FEDERAL LAND DEVELOPMENT AUTHORITY CRITERIA

FOR SETTLER SELECTION

1. Criteria

l. Age . . . . . . o000 10 points
2. Agricultural and other skills . ., . . . ., . 10 points
3. Number of children . . . . . . . . . . . .. 5 points
4. Land ownership . . . . . . . . . . . ... 5 points
11. Age Between 21-45 Years
Age Points Age Points
21 3 33 7
22 4 34 6
23 5 35 5
24 6 36 5
25 7 37 4
26 8 38 4
27 9 39 2
28 10 40 3
29 10 41 2
30 10 42 2
31 9 43 1
32 8 44 1
45 1l

I1I. Numbr-r of Children

Number of Children Points

O NwWw P
O~ NnNwL P wnm
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IV. Land Ownership

Land Points

0 acres 5
1/2 acres 4

1 acres 3

1 1/2 acres 2

2 acres 1

V.. Agricultural and Other Skills
Skills Points

Experience in oil palm and/or rubber
Experience in padi planting or market gardening
General rural activities

. Carpentry, barbering, etc.

S W -
- N W

Source: Federal Land Development Authority Annual Report 1967
(Kuala, Lumpur: Federal Land Development Authority, 1968), p. 76.
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SCHEDULE OF DEVELOPMENT STAGES IN F.L.D.A. PROJECTS

Year State Agricultural Development

Settler Habilitation

0

11

111

v

O1IL PALM
Scheme area gazetted by

State Government. Desig-
nated development area
under GSA Act.

The land is vested with
F.L.D.A. Felling, burning,
pruning, lining, holing,
platforming, cover crops
and planting of oil palm.
Maintenance of oil palm by
contract.

Maintenance by settlers in
groups of 10-12 persons

to a block of 80-100
acres.

Oil palm harvesting begins.
Scheme Cooperative Society
under GSA Act 1961 estab-
lished. - Its committee
elected. Settlers entered
in Register of Holdings.

Cooperative Society Com-
mittee given increased role
in scheme management.

Preparation of village
area. Applications
followed by interview,
medical examination and
selection of settlers.

Entry of settlers.
Settlers are paid M$2.90
per day for 24-26 working
days per month. Settlers
given daily tasks.,
Settler representatives
on the scheme Management
Committee,

Settlers subsistence
allowance. Stopped.
Settlers paid for har-
vesting at 3 cents per
FFB. Revenue ploughed
back to meet harvesting
and maintenance costs.

Break even point. Revenue
begins to exceed harvest-
ing and maintenance costs.
Palm oil returns distri-
buted to settlers.
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Year Stage Agricultural Development Settler Habilitation
OIL PALM
6 v Settlers appointed to junior Loan repayment begins.
field supervisory position. To be completed in 10 to
(Group leaders and field 11 equal annual install-
assistants) ments. Each installment
collected through monthly
deductions.
Deductions made for loan
payment on--
1. Agricultural Develop-
ment
2. Settler housing
3. Miscellaneous cash
advances
4. State land premiums
5. Rent
6. Survey Fees
18 Vi Cooperative Society acquires Loan repayment period
rights to land titles and ends. State Government
settlers decide for them- issues land title to the
selves as to method of Cooperative Society.
operation individual hold-
ing or Cooperative Society.
RUBBER
0 I Scheme area gazetted by State Preparation of village
Government as designated area, Application followed
development area under GSA by interview, medical
Act. The land w.sted with examinaticn and selection
F.L.D.A, of settlers.
Felling, burning. pruning,
lining, holing, cover crops
and planting «f :ubber,
Maintenance ¢t rubber area
by contrac:.
2 11 Maintcnance by setrlers in Entry of settlers. Settlers

groups of 10-12 persons te a
block of 80-100 acres.
(Survey of rubber lots.)

paid M$2.90 per working day
for rubber maintenance at
24-26 days a month.




144

TABLE A-1 (continued)

Year Stage Agricultural Development Settler Habilitation
RUBBER
4 111 Maintenance ot rubbev on Settlers given individual
individual lots. Rubber avea lots, paid M$2.90 per
working days reduced. Economic  working day in rubber
projects introduced. area. Paid M$2.90 per
working day on =conomic
projects.

Total assured income
M$69.00 per month. Sett-
lers' names entered in the
Register of hold:ng.

7 1v Rubber comes into tapping. Subsisrence allowances
stopped. Settlers' earn-
ings from production ot
rubber. Louan repayment
begins.

Duduction made for leoan
repavment on--

I. Apricultural Develop-
ment

Scettler housing
Miscellancous cash
advances

State land premiums
Rent

. Surivey fees

[

& -

oW

17~ v Rubber holding fully ownaed Loan repayment pericd ends.
i8 by settlers, Stare Government issues
land title to settlers.
Fragunentacion ol holdings
noc allowsd,

Source: Taib bin Andak. "The Application of Strategy tc Tactics-~
F.L.D.A.~-A Crse Study." Paper read a: the Reglonal Saminar on Develop-
ment sponsored by the Malaysian Centre for Development Studies (Kuala
Lumpur: Prime Ministe- s Depattment, February. 1663), pp. 21-22.
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TABLE A-2

SUMMARY OF ESTIMATES FOR AN F.L.D.A. OIL PALM SCHEME®

Items

Cost to Maturity
(4 years) in § Malaysian

(1 (2) (3)
Cost Per
Cost Per Settler
Total for Planted (Column two
Scheme Acre x 8 acres)

Logn Accountb

A. Establishment - felling,
burning, pruning, reburning,
lining, holing, planting
materials, planting, cover
crops, internal roads, bridges
and culverts

B. Maintenance ~ weeding,
manurin, , cover crops, pest
and disease control, supply-
ing, budgrafting, pruning,
roads, bridges and culvercs,
survey, census and sundried

C. Village Area Establishment -
felling, burning, pruning,

reburning, destumping,
leveling of house sites,
village roads

Maintenance - village roads
and sundries

D. Settlers' Houses - tools,
implements and cash crops

TOTAL UNDER LOAN ACCOUNT

2,790,000 558 4,464
1,722,900 344 2,756
373,000 75 597
22,500 5 36
1,125,000 225 1,800
6,033,400 1,207 9,653
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TABLE A-2 (continued)

Cost to Maturity
(4 years) in § Malaysian

(1) (2) (3)
Cost Per
Cost Per Settler
Total for Planted (Column two
Items Scheme Acre x 8 acres)

Administration Account
Administration Account

E. Management Expenses 1,375,000 275 2,200

Office building, staff
quarters, furniture and
fittings, motor vehicles,

plant and equipment 237,600 47 380
TOTAL COST TO THE AUTHORITY 7,646,000 1,529 12,233

Social Amenities

F. Access road, water supply,

school and teachers' quarters,

health center, police station,

telecommunications, marketing

facilities, recreation and

community center and religious

institutions 825,000 165 1,320

TOTAL COST TO THE NATI1ON 8,471,000 1,674 13,553

Source: '"Land Settlemenis in Malaysia Under the Federal Land
Development Authority" (Kuala Lumpur: Federal Land Development Authority,
March, 1966), p. 37.

“This scheme refers to a project of 5,300 acres of oil palm
trees and 625 families.

b
The loan account given here does not include the interest element
and contingency subsistence loans.
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TABLE A-3

SUMMARY OF ESTIMATES FOR AN F.L.D.A. RUBBER SCHEME®

Items

Cost to Maturity
(6_years) in $ Malaysian
(1) (2) (3)
Cost Per
Cost Per Settler
Total for Planted (Column two
Scheme Acre X 8 acres)

Loan Accountb
\

A. Establishment - felling,
burning, pruning, reburning,
lining, holing, planting
materials, planting, cover
crops, internal roads,
bridges and culverts

B. Maintenance - weeding,
manuring, cover crops, pest
and disease control, supplying,
budgrafting, pruning, roads,
bridges and culverts, survey,
census and sundries

C. Village Area Establishment -

felling, burning, pruning,
reburning, destumping, level-
ing of house sites, village
roads

Maintenance - village roads
and sundries

D. Settlers' Houses - tools,
implements and cash crops

TOTAL UNDER LOAN ACCOUNT

1,161,600 363 2,904

1,985,000 620 4,962

360,800 113 902

22,500 7 56

720,000 225 1,800

4,249,900 1,328 10,624
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TABLE A-3 (continued)

Cost .to Maturity
(6 Years) in $ Malaysian

(1) (2) (3)

Cost Per
Cost Per Settler
Total for Planted (Column two

Itens Schene Acre X 8 acres)
Administrat.on Account
E. Management .'xpenses -~ 633,600 198 1,584
Office building, s aff quarters,
furniture and fittings, motor
vehicles, plant and eq. ipment 197,800 62 495
TOTAL COST TO THE AUTHORITY 5,081,300 1,588 12,703
Social Amenities
F. Access road, water supply,
school and teachers' quarters,
health center, police station,
telecommunications, marketing
facilities, recreation and com-
munity center and religious
institutions 825,000 758 2,063
TOTAL COST TO THE NATION 5,906,300 1,845 14,766

Source: "Land Settlements in Malaysia Under the Federal Tand

Development Authority" (Kuala Lumpur: Fedcral Land Development Aut.>rity,
March, 1966), p. 37.

%This scheme refers Lo a project of 3,500 acres of rubber trees
and 400 families.

b
The loan account given here does not include the interest
element and contingency subsistence loans,



TABLE A-4

YIELD, TOTAL CASH INCOME, SUBSISTENCE REQUIREMENT , RESIDUAL CASH
INCOME AND LOAN REPAYMENT FOR A RUBBER PROJECT®

Total Regional Balance on
Cash Subsist- Cash an Initial
Yield Income ence Income Loan Repayment Loan of
in (Monthly) (Monthly) (Monthly) Monthly Annually $16,000/~ Year of
Pounds $ $ $ $ $ at 5% InterestP Tapping
4,400 170.21 100.00 70.21 50 600 16,200 1
5,409 260.00 120.00 140.00 90 1,080 15,930 2
8,000 331.83 140.00 191.83 130 1,560 15,166 3
9,600 403. 67 150.00 253.67 170 2,040 13,884 4
10,400 439,59 150.00 289.59 190 2,280 12,298 5
10,300 457.54 150.00 307.54 210 2,520 10,393 6
11.200 475.50 150.00 325.50 220 2,640 8,273 7
11,200 475.50 150.00 325.50 220 2,640 6,047 8
11,200 475.50 150.00 325.50 220 2,640 3,709 9
11,200 475.50 150.00  325.50 220 2,640 1,254 10
11,200 475.50 - - -— - — 11
11,200 475.50 — _— - - _ 12
11,200 475.50 ~— - _— _— — 13
11,200 475.50 - _— _— _— —_— 14
11,000 466.50 - — — — — 15 5




TABLE A-4 (continued)

Total Regional Balance on
Cash Subsist- Cash an Initial
Yield Income ence Income Loan Repayment Loan of
in (Monthly) (Monthly) (Monthly) Monthly Annually $16,000/- b Year of
Pounds $ $ $ $ $ at 5% Interest Tapping
10,800 457.54 - - -— _— _— 16
10,600 448,56 -— - - - - 17
10,400 439,57 -~ - — - - 18
10,200 430.60 - - — — —_— 19
10,000 421.63 - - —_ —_ —_— 20
9,600 403.67 - - —_— —_— —_ 21
9,200 385.71 - —_ ~ - _— 22
8,800 367.75 - — -_— —_— — 23
8,400 349.79 - —_— —_— —_ — 24
8,000 331.83 - - - —_— _— 25
Source: "Land Settlements in Malaysia Under the Federal Land Development Authority"

(Kuala Lumpur: Federal Land Development Authority, March, 1966), p. 37.
aCalculations are based on a rubber plot of eight acres and a rubber price of MS$0.70 per pound.

b R
The present interest rate is 6-1/4 percent. This increases the loan repayment period by two
years.

0sT
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Figure 1. Map of West Malaysia showing the lucation of F.L.D.A.
settlements and concentration of the settlements in five regions.

Source: Federal Land Development Authority Annual Report 1967
(Kuala Lampur: Federal Land Development Authority, 1968), p. 52.
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APPENDIX B

ISRAELT SETTLEMENT PROJECTS: TABLES

TABLE B-1

COMPOSITION OF FARM TYPES IN FINAL STAGE OF DEVELOPMENT OF THE POST-STATE MOSHAV®

Dairy Farm Industrial Crop Farm Citrus Farm

Arable Land (Dunams)b 27 39 26
. In addition, 60 dunams of
village lands are at each
settler's disposal for
grazing purposes.

lerigated Area Under

Rotation Crops (Dunams) 22 35 16
Orchards (Dunams) 5 4 10 citrus
No. cof Cous 5 dairy plus young 2 meat plus young ~
Irrigated Crops (Dunams) 2--sugar-beet 8~-vegetables 10--vegetables
3--vegetables 3--groundnuts 4—-groundnuts
2--groundnuts 5--cotton 4-—-barley
2--legumes 5--sugar-beet
4—grains l4—legumes and hay

17--fodder, hay and
perennial grass




TABLE B-1 (continued)

Dairy Farm Industrial C

rop Farm * Citrus Farm

Annual Warer Allocation 16,500 15,800
(cubic metres)

15,000

Scurce: Raanan Weiszz. The Composite Rural Structure., A Se

ttlement Pattern in Israel

Jerusalem: Agriculrural Set:lement Department, 1960), p. 27.
a D .
In addition, all farms raise poultry,

One dunam 1s equivalent to 0.22 acre.

£ST



TABLE B-2

CROP ROTATION SCHEME FOR 20 DUNAMS OF IRRIGATED LAND IN THE POST-STATE MOSHAV

Distribution of Area in

Area : n
Year (Dunams)?@ Autumn Winter Spring Summer
1st 4 greenmanure greenmanure lI-tomatoes l-tomatoes
l-cucumbers l-cucumbers
l-various l-various
l-land l-potaroces
preparation
2nd 4 l-preparation 4 4 4
l-Brassicae land cotton cotton
(cauliflower preparation
cabbage)
1-various
l-potatoes
3rd 4 A 4 3-groundnuts 3-groundnuts
land prepara- land prepara- l-potatoes l-cucumbers
rion tion
4th 3-hay 3-hay 3-hay 3~hay 4
l-stubble l-stubble l-onion l-onion land preparation
grazing grazing
Sth 4 4 4 4 4
sugar-beert sugar-beet sugar-beet deep plough

Source: Raanan Weitz, The Composite Rural Structure, A Settlement Pattern in Israel
(Jerusaiem: Agricultural Settlement Department. 1960), p. 21.

a . ;
One dunam is equivalent to 0.22 acre.

beT



TABLE B-3

PROPOSED WORK SCHEDULE FOR CROP ROTATION SCHEME IN THE POST-STATE MOSHAV

Number Monthly Requirement of Labor Days
of
Labor
Area Days Total .5 4 @ > .o ss g
in Per Labor § 9 § B B § 3 9% & &8 > 9
Crop Dunams® Dunam Days S e 2 23 35 353 2 8 8 2 &
Cotton 4 15 60 —_— .= -= 2 6 6 4 4 12 18 8 -
Sugar Beet 4 12 48 2 2 == 2 16 4 -- 2 6 8 6 -
Groundnuts 3 11 33 —— —= =~ A 4y 4N 3 ¢ 3 6 3 -
Spring Tcmatoes 1 35 35 - - - 1 3 6 5 9 6 4 1 -
Spring Cucumbers 1 24 24 = == == 3 3 15 6 == e em e
Autumn Cucumbers 1 24 24 — e em e o o 5 7 11 1 -- -
Spring Potatoes 1 15 15 -— 2% 2 2 1% 7 = e ee e - o
Autumn Potztoes 1 13 13 = o= = e me e e 2k 2 1 1 6
Misc. Summer Veg. 1 20 20 — == = == 3 1% 8 7 = s e
Misc. Winter Veg. 1 16 16 1l —= = e e - 1% 2 3 2% 3 3
Onions 1 20 20 sy 1% 1 3% 3 = = o = - 1 8%
Brassicae 1 10 10 2 == = ee em e -1 2 1 i 3
Hay 3 0.66 2 _— = e= e- ] == e e - — 1 --
Green Manure b 0.5 2 — 1 <o e e e e - e 1 - _
Total 27 325 6k 7 3 21 41 44 33 36 45 43% 248 20k

Source: Raanan Weitz, The Composite Rural Structure, A Settlement Pattern in Israel

(Jerusalem: Agricultural Settlement Department, 1960), p. 27.

%0ne dunam is equivalent to 0.22 acre.

6eT



TABLE B-4

ESTIMATED INCOME OF FARM TYPES IN FINAL STAGE OF THE POST-STATE MOSHAV®

Dairy Farm Industrial Crop Farm Citrus Farm
1+ 1% I+
Gross Income from Field Crops 2,177 7,099 4,727
b

Gross Income from Animal Husbandry 7,390 1,020 -

Gross Income from Orchards 1,890 1,344 4,200
TOTAL GROSS INCOME FROM FARM 11,437 9,463 8,927
Total Production Costs 6,737 4.883 3,612
NET INCOME FROM FARM OPERATIONS 4,700 4,580 5,315
Use of House (Value) 240 240 240
TOTAL NET INCOME OF FARMERS 4,940 4.820 5,555

¥

Source: Raanan Weitz, The Composite Rural Structure, A Settlement Pattern in Israel
‘{Jerusalem: Agricultural Settlement Department, 1960), p. 28,

®This estimate is based on 1959 price levels. For the period 1955 to 1962, the official
exchirge rate dropped frcm T40.5% to I£0.33 ~ompared fr t:o U.S. di-_lar,

b . .
Excluding income i-5m poultiy

c . . . . :
The settler's actual income is less than this, siuce in the final stdage he must also repay
the investment loans which he received from the settlement authority.

9¢T



TABLE B-5

INVESTMENT PROGRAM FOR INDIVIDUAL FARM UNIT

IN THE POST-STATE MOSHAV2

Toral
Investment
Value
tfor 30
farms)

It

157

Investment
Per
Fram
Unit
1%

1. Farm House:

2-1/2 rooms
installatio
outside W.C

2. Communal Bu

» 45 sq. metres water
ns, shower, shutters,

2 classroom
Children's
Kindergar
Assembly ha
Grocery
Clinic
Armoury
Office
Kindergarte
Synagogue
Ritual bath

3. Farm Buildi

ildings:

s 17,000

creche and

ten 13,000

Il and club 14,000
12,000
8.000
7,000
A .000

n kitchen 12,000
11,000

R[] 107,000

— e

ngs:

Multi-purpo
metres) w
Open farm s
tin roof,
Chicken run
and equip
metres)
Stable (30
Poultry bat
100 layer

se shed (24 sq,
ith concrete floor
hed (24 sq. metres)
2 walls
for 300 chickens
ment (15 sq.

sq. metres)
teries for
s

6,150

1,330

250 4,380




TABLE B-5 (continued)
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Total
Investment
Value
(for 80
farms)

Ik

Investment
Per
Farm
Unit

1&

4. Communal Farm Buildings:

General warehouse-storeroom
(210 sq. metres)

Sheep dip (at village
center)

Grading station for vege-
tables (at village
center)

Technical supervision of farm
buildings and houses
(67 of total value)

5. Irrigation Equipment:

Central and lateral piping
(permanent for 24 dunams of
irrigated land, including
orchards, sprinklers and
13 metres galvanized iron
piping or 9 metres aluminum
piping per dunam

Water-meter

Total investment in
irrigation equipment

6. Equipment :

Half-share in auxiliary imple-~
ments for traction animals
Poultry equipment

7. Stock:

100 pullets or cocks and chicks

8 head of sheep or 2 meat cows
Half-share in traction animal
or one work cow

18,000

4,000

4,600

322

733 1,065
12,925

4,320
160

4,480

100 560

450 1,650




TABLE B-5 (continued)
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T ey

Total
Investment
Value
(for 80
farms)
1k

Investment
Per
Farm
Unit

1&

8. Settler's Share in Heavy
Equipment (at Rural Center):

9, Orchards:
* Planting and maintenance
of 4 dupam orchard

10. Electrical installations.

including cost of linking

to main national network 30,000
ll. Roads:

To storehouse, center of
village, tec,. 24,000~

12. Deep Plough:
Cost of ploughing 29 dunams

of irrigated land.
13. Circulating Capital:

For 20 dunams at 1E100 -
per dunam

14. Water Riphts, etc.:

TOTAL INVESTMENT IN
EQUTIPMENT AND STOCK

15, Planning, Instruction and
Administration Costs
(15% of 1k27, 200)

TOTAL. INVESTMENT PER
FARM UNIT

1,240

2,400

375

300

290

I+ 31,300

-

Source: Raanan Weitz, The Composite Rural Structure, A Settlement

Pattern in Israel (Jerusalem: Agricultural Settlement Department, 1960),

p. 27.

aBased on 1959 prices.
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