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ABSTRACT

The establishement of institutions for the farmers represents an

important step towards the eradication of poverty and the restructuring

of the rural population. The farmers' association assumes the role

of prime irover in the implementation of agricultural development,

as an institution for the betteraent of life of the rural community

and as a body responsible for the proirotion of the socio-economic

status of the farmers. In addition, the farmers' association is

supportive of the government's goals for the management of agricultural

produce through the group farming system and collective marketing

scheme where some farmers' associations have proven to be successful.

The consolidation and redevelopment of farm holdings into cooperative

mini-estates to be managed by farmers' organizations on a commercial

basis will be given a high priority In the New Agricultural Policy of 
Malaysia announced by the government early this year.

Turning farmers into entrepreneurs - this Is the goal the National 

Farmers' 9rganization (NAFAS) of Malaysia has now set for itself.

This is aimed to transform subsistence farming as a way of life 

into a conmiercial activity, designed to increase the farm production 

and productivity and maximising the farm returns. Houever, HAFAS 

depends Increasingly on commercial borrowing but its financial 

capacity may need to be strengthened throughgovernment support - 

perhaps in the form of soft loans through the Farmers' Organization 

Authority (FOA).

It is worth noting that in the overall plan for the rural 

development in Malaysia, a major emphasis has been placed on 

modernization of agriculture through fanners cooperatives.

Development efforts have been concentrated on crop diversffication, 

on strengthening the agricultural Infrastructure through the dev 

development of more adequate physical amenities, improvement of 

agricultural education, research and extension services, modernization 

of farming techniques, acceleration of the rate of land alienation 

and development, and the creation of an integrated system of 

efficient agrisupport institution capable of dieting the basic 

needs, of small scale farmers.



OBJECTIVE OF PAPER

1, The objective of this paper is to highlight a brief appraisal of 

Farmers' Cooperatives under the Fanners Organization Authority in 

increasing the production and productivity of Agriculture and 

Livestock Industries.

INTRODUCTION

2. Development of agriculture is an integral nart of economic 

development. Government, the private sector, and farmers have key 

roles in bringing about agricultural development. Extension and 

research services, input supply and credit arrangements, marketing 

structures and price systems, as well as communication and transport 

networks, are basic features required for agricultural developent.

The private sector often has an important role in the development of 

such facilities, but, at the least, policy guidelines on infrastructural 

development and operations are the responsibility of the government.

3. In the Malaysian context of rural development, the emphasis is 

to increase production and productivity of agriculture and livestock 

industries and subsequently raise the farm incomes, and this has to 

be done without structural reform. Government has adopted the 

twin-strateciy of Integrated rural development (IRD) at the regional 

level, and the farmers' development area concept, on a smaller level.

The basic concept of the IRD is the effective coordination of the field 

activities of agricultural agencies. Nevertheless, assistance to

small farmers is to be coordinated by a network of farmers' cooperatives,



COOPERATIVE DEVELOPMENT IM miAYSIA

4. In Malaysia, the cooperative movement was first conceived in 

1922 and took the form of unifunctional societies of the credit and 

marketing type. Later it was realised that there were several 

factors contributing to rural poverty and different functional forms 

of cooperation were encouraged.

5. Type of Cooperatives

5.1 Credit Cooperatives

The prevalance of credit cooperatives in the rural 

areas can be related to the demand for institutionalised 

credit to satisfy the credit needs of primary producers, 

farmers and fishermen, for cultivation, crop improvement 

and developn»nt purposes. The provision of seasonal 

credit was only a temporary solution to rural indebtedness.

The extension of medium and long-term loans was more 

in line with the longprange development of the rural 

sector and to provide one of the weapons against rural 

poverty. Seasonel loans are given for cultivation 

expenses, including purchase of fertilizers, and for other 

current expenses during the interval between planting and 

harvesting and are payable within one season at harvest 

(6-9 months). Medium term loans are given for the purpose 

of paying off prior debts, improving land, purchase of 

agricultural equirwnents, bailding or repairing, houses and 

purchasing property, especially land. The period of repayment 

is between 3 to 5 years.

5.2 flarketing Cooperatives

When the credit cooperatives proved to be narrow and 

unilateral base upon which to implement rural 

reconstruction, marketing cooperatives were introduced



as a viable alternative. The basic function of marketing 

cooperatives is to provide the Incentives of bettei* 

market returns to primary producers through collectively 

marketing their produce and obtaining a relatively higher 

market prices. There are at present 323 marketing societies, 

comprising 239 societies for paddy milling and marketing,

5 for pineapple marketing and the remaining societies are 

in the form of their respective unions.

5.3 Multipurpose Societies

A programme of amalgamation and integration of small 

unit single purpose cooperative was implemented. This 

new policy has caused the downward trend in the number 

of the rural credit societies and induced the birth of a 

new type of society called the multipurpose societies 

having credit, marketing, processing and consumer supplies 

as their objectives.

5.4 Farmers* Association

In 1959, new farms of agricultural cooperatives emerged and 

were being developed by the Department of Agriculture.

They were called Farmers' Associations. At first, they 

were single purpose associations, designed primarily for the 

proirotion of agricultural production and extension education. 

Later in 1967, these single purpose Farmers’ Associations 

were converted into multi-purpose Farmers' Association that 

are larger in organization, more comprehensive in structure 

and provide Integrated services such as extflBsion, credit, 

marketing. Farm input supplies, transportation, warehousing 

and processing services.



6. Some of the Existing Agro-base Cooperative 
Societies are Listed As Belov/;

Society 

Rural Credit

Number Activities

919 Granting of production and 

other types of loans.

Seasonal Credit 11 Granting of seasonal paddy 

production loans.

Thrift & Investment 79 Savings and Investment in

agricultural land.

Rubber Marketing 10 Collecting of rubber latex,

processing and marketing of 

rubber.

Rice Milling

Pineapple Marketinq

Coffee Marketing

Land Financing

Land Development, Farming 

and Breeding

234 Milling of paddy for hoir®

consumption and marketing of paddy.

5 flarketing of pineapple.

1 E4arketing of coffee beans.

1 Purchasing of rubber and

oilpalm estates, marketing and

processing of rubber and palm oil.

49 Opening up and development of

land and breeding of cattle, 

goats and poultry.

Cooperative Bank Granting of production, marketing 

and other type of loans, undertaking 

rice processina and marketing 

and other activities.



Multipurpose 489 Undertaking multiole

functions of credit, 

processing, marketing, 

consumers and others.

Banking Unions 10 Union of rural credit

societies, channelling 

production and marketing 

loans to these societies.

Milling Union 8 Union of rice milling societies, 

Marketing of paddy rice and 

supplying spare parts to the 

societies.

1,808

COOPERATIVES AND THEIR ROLE IN NEP

7. The New Economic Policy of Malaysia (NEP) forms the outline 

Prospective Plan for the year ranging form 1971 to 1990. As far as 

the ?̂ EP is concerned cooperative can be expected to act as a catalyst 

to rural development. The plan incorporates a two-pronged NEP for 

development, nanffily:-

7.1 to reduce and eventually eradicate proverty, 

by raising incortte levels and increasing emplojiment 

opportunities for all Malaysian, irrespective of race.

7.2 accelerating the process of restructuring Malaysian 

society to correct the economic Imbalance, so as to 

reduce and eventually eliminate the identification of 

race with economic function.



8. Policies and Programme Und r The Plan, Which
Bear More Heavily On The Objective of Eradicating 
Poverty Mill Be Directed At:-____________________

8.1 Increasing the productivity and incomes of those 

in the low productivity occupation through the adoption 

of modern techniques and better use of facilities.

Measures for this purpose include double-cropping, off­

season and intercropping, drainage and irrigation, 

improved marketing and credit, and financial and 

technical assistance to small-scale business and industries.

8.2 Increasing opportunities for inter-sector movements 

from the low productivity to higher productivity 

acitivities in new land development schemes, modern 

fishing and forestry projects and in commerce, industry 

and modern servicesj also the provision of financial

and technical assistance, education and training opportunities, 

and the necessary organisational arrangements to facilitate 

movements into the modern sectors.

8.3 Providing a wider ranqe of free or subsidised 

social services especially designed to raise the standard 

of the low-income groups. Such services include public 

housing projects, subsidised rates for electricity, water 

and transportation, health and medical services, improved 

educational opportunities and increased recreational and 

community facilities.

9. There Are Currently Three National Bodies Which 
Control, Supervise and Administer the Cooperative 
f-tovement In Malaysia, Namely:-____________ _ _ _ _ _ _

9.1 Cooperative Development Department (CDD)

The Cooperative Developirsnt Department (CDD) acts as 

a national body which has the power to control.



supervise, coordinate and administer the cooperative 

movement in Malaysia. All cooperative societies 

with the exception of those involved in the agrobased 

and fishery activities are to be registered under CDD.

By the end of 1982, there were a total of 1515 cooperative 

societies operating in Peninsular Malaysia, excluding 

Sabah and Sarawak, classified under various functions. 

Thedr membership, share and assets are shown in Appendix 1.

9.2 Farmers' Organisation Authority(fOA)

Farmers' Organisation Authority is the government agency 

under the Ministry of Agriculture which is responsible 

for the promotion and development of rural institutions 

in Malaysia, It is a statutory body incorporated by an 

Act of Parliment. Farmers' associations and agro-based 

cooperatives societies which were under the control of 

cooperatives Development Department before 1973, were 

brought under the control of FOA. Under the new set-up, 

the Authority has to administer three laws governing 

three rural institutions, namely:-

i) agro-based cooperative societies, registered 

under the Cooperative Societies Ordinance, 1948.

ii) Farmers' associations, registered under the 

Farmers' Association Actg 1967.

iii) Farmers' Organisation (now known as farmers' 

cooperative) registered under the Farmers' 

Organisation Act, 1973.



10. The Functions of FOA as Staged In The FOA Act 1973 are;-

10.1 To promote, stimulate, facilitate and undertake 

economic and social development of farmers organization.

10.2 To register, control and supervise farmers' 

organizations and to provide for related matters.

10.3 To plan and undertake agricultural development 

within designated farmers' development areas.

10.4 To control and coordinate the performance 

of the above mentioned activities.

11. The machinery for executing FDA's progratwne at the farm level is 

the area Farmers' Cooperative (Ffi). The area FC has its administrative 

staff located in a Farmers Development Centre v^hich comprises of a 

building with facilities for office, meeting room, stores, tractor 

sheds, and facilities for training or other business activities.

FOA works closely with related departments and agencies such as the 

Department of Agriculture for extnsion advice. Agricultural Bank for 

agricultural credit facilities and the Federal Agricultural Marketing 

Authority (FAMA) for agricultural marketing and other related agencies 

to e?isure effective organization of services at the 'farm-gate' level 

to small scale farmers at these FDCs. To ensure a comprehensive network 

of service centres. Peninsular Malaysia is operationally segmented 

into 210 Farmers Development Areas (FDA) In each of which is served 

b̂ # an FDC. Each FDA is large ei.ough to enable FC to operate economicallys 

and to respond to expanding agri-business activities. An area farmers' 

cooperative normally has a coverage between 5000 acres to 25,000 acres, 

involving 1,000 - 6,500 farm-fami 11es.

12. Objecitives of an area Farmers' Cooperative area briefly listed 

as follovifs:-

12.1 to provide extension services and training 

facilities to farmers.



12.2 to expand agricultural production, promote 

diversification, commercialisation and agribusiness 

activities.

12.3 to make available farm supplies and basic 

necessities.

12.4 to provide mechanisation services.

12.5 to provide credit facilities.

12.6 to provide marketing services.

12.7 to promote rural savings.

12.8 to provide transportation services.

12.9 to establish processing and milling facilities.

12.10 to facilitate capital promotion and promote

investment through equity participation in commercial 

and agric-business venture.

12.11 to assist members acquiring land and undertake 

land development projects..

12.12 to promote group action and facilitate 

leadership development.

12.13 to provide social and educational services, as 

Vv'ell as recreational facilities to enhance the dignity 

in rural living.



13. The role to be played by irea Farmers' Cooperative as mentioned 

above will ultimately increase production and productivity of Agriculture 

and livestock industries efficiently.

The Achievement Status of FOA

14o The distribution of cooperative societies, their membership, 

share and assets by state in Malaysia are shown in Appendix 2. As 

at 1982, the number of farmers' associations registered are 176 

(refer to Appendix 3 and figure 1) and the membership has increased 

to 222,865 an increase of 15,898 or 1% (refer to appendix 4 and 

figure 2). This indicates that 56.3% of the total farm families of 

614,507 has participated in the cooperative movement. The share 

capital has increased by M$755,566 in 1982. The average rate of share 

value of an individual farmer is at M$23.85 compared to M$21.95 in 

1981, (refer to appendix 5 and figure 3). FOA has successfully 

accumulated an asset valued at ^$64,039,581 an increase of M$9,361,869 

in 1982 (refer to appendix 6 and figure 4). Meanwhile the liabilities 

too increased by M$5,808,529 to M$58,580,822 (re€er to appendix 7 and 

figure 5). The agribusiness activities comprising of agricultural 

input supplies, machinery supplies, animal feed sales, consumer items 

and other farm needs has earned FOA an income of M$36,482,307 in 1982 

as shown in the Table belovj;

Table : RETURNS TO FOA THROUGH AGRIBUSINESS ACTIVITIES

AGRIBUSINESS ACTIVITIES VALUE ($)

I. Agricultural Inputs 11,536,477

2. Consumer products 978,914

3. Marketing 14,138,962

4. Processing 3,455,201

5. Credit 6,372,753

TOTAL 36,482.307



Details (|^consumer products are shown in appendix 12 while that 

of marketing activities are shown in appendix 10 & 11.

15. Malaysian Fisheries Development Authority (MFDA)

The Malaysian Fisheries Development Authority (fIFDA) forms another 

gocernment agency under the Hinistry of Agriculture. It has the 

same statutory status as that of FOA. Since 1973, the Registrar of 

MFDA administered two groups of societies namely;

i) The Area Fishermen Association

ii) The Fishermen Cooperative Societies.

With the introduction of the Fishermen Association Act, 1973 no 

new societies were allowed to register under the Cooperative 

Societies Ordinance, 1948, while allowing the existing cooperatives 

to continue their activities until and unless their registrations 

are cancelled due either to infringement of the by-laws, not active 

or not operating for the benefits of their members.

16. Apart from the three national bodies that have direct control

on the cooperative movement in Malaysia, Angkasa (National Cooperative 

Council of Malaysia) acts as the national body, representing the

cooperative movement in this country.

M  ROLE OF COOPERATIVES IN INCREASING AGRICULTURAL PRODUCTIVITY

17. Land development through cooperatives has become crucial for 

small farmers especially with regard to its financing. The availability 

of institutional credit, and market outlets for smal?farmers are 

prerequisites in the income generating process.



18. Land development enterpri ,es by cooperatives may be divided 

into the following categories;

18.1 Large tracts of land alienated by the government 

or purchased by the cooperatives to cultivate the 

export-orientiated crops such as rubber and oil palm.

18.2 Blocks of lands, occupied by the cooperatives on a 

temporarily owned land (T.O.L) basis.

18.3 On lands of members, rented by the cooperatives.

18.4 Amalgamate members’ lands and introduce perennial 

crops through group fanning system.

19. To contribute towards the overall agricultural productivity

of the country particularly in food production, farmers' cooperatives, 

are m vi being encouraged to act as, 'land-lords in trust', thus 

farmers' cooperative becomes the renter and the owner or legal 

representative of the land as the rentee.

20. In all these enterprises the cooperatives play an important 

role in providing the extension services, managing the lands, as 

vjell as giving out the loans and subsidies. Cooperatives now possess 

the mechanization, managerial and other facilities to undertake these 

functions.

21. Group farming enables the cooperatives to diversify and 

commercialise farmers' lands. As a result, smallholding sector is 

converted from a subsistence to market-oriented system and making 

th.fe farm enterprise financially viable and profitable. From the 

cooperative point of view, the system would enable it to reduce 

costs of production through economies of scale; the provision of a 

package of services like supplies of planting materials and 

agricultural inputs, mechanization, marketing and extension



services makes farming an inter rated business system.

22. Cooperative system ultimately will eradicate the cause of 

rural proverty which has been identified as low productivity of 

labour and land, and the exploitation of rural producers by the 

parties that render marketing, credit and tenancy services.

COOPERATIVE INVOLVEMENT IN AGRIBUSINESS AND COMMERCIAL 
ENTERPRISES

23. The involvement of cooperatives in agribusiness and commercial 

enterprise constitutes the essence in the process of restructuring 

the smallholding economy in particular, and of the farming conmunity 

in general.

24. Some of the activities involved are;

24.1 Distribution and sale of farms inputs, 

consumer goods and the provision of agricultural 

credit to cooperative members for the purpose of 

increasing farm productivity.

24.2 Provision of mechanization and transportation 

services in the process of modernizing the smallholding 

sector.

24.3 In the fieids of marketing and processing 

of agricultural produce.

24.4 In the field of investments of cooperative funds.

25. The objective of members of cooperatives is to improve

their income by the orderly marketing of their products and by

purchasing their supplies through organizations owned and controlled



by themselves. The timely supply of farm inputs during planting 

seasons at reasonable prices is essential in maintaining the 

confidence of farmers in their cooperatives.

26. A number of factors have contributed to greater role of

the cooperatives in the supply business as v̂ ell as in the provision 

of credit. The factors are as follov/s;

26.1 In the case of paddy cultivation, with

the expansion of drainage and irrigation facilities,

64% of wet paddy lands have been brought into 

double cropping.

26.2 The program of intercropping coconut smallholdings 

with cocoa or coffee.

26.3 The programms of cooperative to increase 

productivity through the use of high yielding planting 

materials and seedsj greater application of fertilizers 

and recoiMiended agronomical practices.

27. The present fertilizer marketing structure is as shown in 

the diagram belovn



28. Parallel to the cooperative system of fertilizer marketing 

is a netv»ork of private traders reaching as far down as the 

village level. These private traders provide intense competition 

to the cooperative movement. They have the flexibility to reduce 

prices or market adjustments to the terms of trade by utilizing 

farmers' lack of information. Furthermore, cooperatives do not 

ma.niifacture or import fertilizers or agrichemicals except for 

national Farmers' Association (MAFAS) which imports urea and 

seeds. Cooperatives are mere distributors of fertilizers and 

agrichemicals. As a result , farmer-members do not completely 

enjoy the cheapest prices of agricultural inputs.



29. There is a large demand for seeds and planting materials 

annually due to increasing number of group fanning projects 

being financed by the cooperatives through financial assistance 

from the FOA and also by private agencies developing lands. As 

agricultural production steps up, the seeds and planting material 

industry can provide one of the most lucrative agribusiness to 

cooperatives. Seeds and planting materials required by some of 

the crops are paddy, fruit trees, sorghum, tapioca, groundnuts, 

soya beans, coffee, nutmegs, sweet potatoes, maize, chillies, 

cloves, banana, papayas, onions, ginger and cabbages. The role 

of farmers' cooperative in the seed and planting material industry 

is still insignificant. (Refer to appendix 9).

30. Consumer Trading is mainly undertaken by the multipurpose 

agro-based cooperative. The objective of the integrated system 

is to provide links and support between the integrated functions 

of credit, marketing, processing and consumer supplies, to 

develop a concentration of capital resources and assets. Currently 

233 agro-base cooperatives undertake retail trade in consumer itens 

such as foodstuff and household goods. Sales are normally done

on a cash and credit basis for a month's duration. There is severe 

competition from the private sector within the same theatre of 

operations. In a majority of cases, cooperative shops are not 

able to give patronage rebates to members due to small margin 

of profits.

FARM HECHANIZATIOM BY COOPERATIVES

31. The availability of farm mechanisation and transportation 

services to members is an important factor in reducing costs of 

production. Cooperative ownership of 4-wheel tractors is crucial 

to commercialising smallholdings for the following reasons;



31.1 To reduce the coats of production through 

reduced tractor rentals compared to the high 

rentals imposed by the private sector, facilitate 

transportation of inputs as well as output from 

the farm to collecting centres/markets.

32.2 To ensure that land preparation is undertaken 

on schedule.

31.3 To increase the productivity of holdings.

31.4 To extend the acreage for cultivation of 

cash or medium term crops.

32. The presence of cooperative tractors in some agricultural 

areas has produced the salutary effect of stabilizing the rentals 

imposed by the private sector. The tractor rental business by 

cooperative, apart from giving services at low costs to members, 

can also be a source of income to cooperatives

Class of 
Land

Cooperative tractor 
rent (per acre)

Private Sector 
Tractor rent (per acre)

Class A $50 - $55 $80 - $85

Class B $70 ~ $75 $90 - $95

Class C $90 - $95 $100 - $100

Source ; Malaysian Farmers* Cooperatives and the New Economic 

Policy by A.H. Ahmad Sarji (1979).



33. Transportation facilities provided by cooperative can cut 

costs, and thereby, farmers will be able to obtain inputs at 

reduced costa, and reap greater margins of profits for the 

marketing of their produce.

MARKETING OF AGRICULTURAL PRODUCE BY COOPERATIVES

34. The functions of marketing by cooperatives include the 

purchase of the produce from members, the transportation, 

processing, packing, storing and finally the sale of products 

or produce to the ultimate consumers. In between these main

items would be other functions like grading, collecting, wholesaling, 

financing and even the provision of market intelligence.

35. Cooperatives in ilalaysia market predominantly the produce 

of their tnembers, particularly v̂ hen production is cooperatively 

controlled and managed v;ith the group farming system. In the 

case of paddy,the government intervenes in the marketing arena.

Thus, farmers generally get higher prices than the 'price-support 

prices' from the private sector. Gevernment has ensured a 

guaranteed minimum price and also price-support prices for short, 

medium and long grains respectively. The fanners sell their 

produce to licensed dealers who may be cooperatives, and the 

produce finally reaches paddy milling complexes operated by the 

National Paddy and Rice Authority, (NPRA) a government agency.

36. Cooperatives too involves actively in the marketing of 

rubber, coconut, groundnuts, vegetables, poultry, tapioca and 

tabacco. The overall marketing activities by the agrobased 

and farmers' cooperatives ammounted to M$17.1 million in 1982.

37. Cooperatives lack the capital resources to expand the 

marketing activity especially in rubber buying. Inadequate trans­

portation facilities is also a factor which inhibits the widening



of the scope of marketing by the cooperatives. The most common 

problems experienced by cooperatives are low market prices; no 

buyers, poor product quality^ transportation and difficulties 

in organizing the farmers to harvest their crops especially 

the hardy crop like tapioca.

38, In the context of cooperative marketing at present, there

are various practices being adopted, namely;

i) Sale by tender

14) Sale by contracts

ill) Selling on the spot to any buyers

iv) Selling to or through government marketing agencies

v) Leasing of produce.

39. Wholesalers3 are not ouite disposed to secure contracts or 

leases from cooperatiees due to irregularity of supply, distance 

from the market centres and a guarantee of the qualities of tfie 

product^ consequentliif, the major practices being currently 

adopted by the cooperatives are selling on the spot to any buyers, 

and sale to government agencies. There are very fevj cases of 

tenders, contracts or lease.

PROCESSING BV COOPERATIVES

Paddy Hilling

40. Cooperative share in processing is small. The role of 

the National Paddy and Rice Authority and the private sector



are more pronounced than the cooperatives. Rice milling is 

the most important food industry in the country, yielding an 

estimated value of M$370 million. NPRA has drying and millinq 

complexes with a total milling capacity of about 20% of the total 

rice production in Malaysia whereas cooperatives v̂ ere only able 

to mill 6% of paddy production. This leaves the rest of the 

paddy millinq to the private sector.

41. The follov̂ fing table gives the number of commercial rice 

mills and government rice mill compared v/ith cooperative rice 

mi 11s:-

State
Cooperative 
rice mills

Government 
rice mills 
(MPRA complexes)

Private 
rice mills

Perils 22 3 ) 40

Kedah 69 7 ) 33

Penang 29 - 25

Perak 53 3 17

Selangor 38 3 4

ilegeri Sembilan 23 - -

Malacca 13 -

Johore 23 - “

Pahang 23 -

Terengganu 40 - -

Kelantan 111 3

Total 444 20 82

Most of the cooperative mills are of less than 1 ton capacity, 

except for 3 rice mills operated by cooperative milling unions 

that have a capacity of 2 tons and more.

These,three cooperatives have the biggest cooperative mills in 

the country. They operate on a commercial basis.



Groundnut Factories

42. iMearly all the private groundnut factories (22 of them) 

are located in the Ipoh-Chemor area in Perak. Practically all 

the groundnuts produced by members of cooperatives are marketed 

to these factories. There is only one public venture groundnut 

facotry in operation in Kuala Ibai in Kuala Terengganu betvreen 

the State Farmers’ Association, Terengaanu and the State Economic 

Development Corporation (SEDC),

Coffee Processing

43. With regard to coffee processings there are 2 processinq 

plants managed and controlled by the Farmers' Cooperatives. The 

total number of coffee processing factories ovjned and operated 

by the private sector is 240. The coffee povjder factory run by 

the cooperatives produces less than 12 piculs of pok'der per month.

Cocoa Processing

44. Farmers' Cooperatives are involved in primary cocoa procassing 

i.e. the fermentation and drying of cocoa beans. These cooperatives 

processes an estimated 907 tons of dried cocoa beans a year.

Tobacco Processing

45. In 1978s the number of licensed curing barns was 3 , 3 2 4 .  

Cooperatives ovjn 176 barns. The distribution of the barns is 

shown in the following Table:



■ 22 -

State
Ownership by 
Cooperative

Others
Total number of 
licenced curing 
berns

Kelantan 38 2,001 2,039

Terengganu 46 704 750

Pahang ” 89 89

Johor 22 22

N. Sembilan 4 17 21

f’alacca 12 82 94

Kedah 34 163 197

Perli s 42 70 112

Total 176 3,148 3,324

Cooperative barns cater for the curinq of leaves as produced 

by members only. In the vicinity of these barns, grading is 

done, and some perform the functions of central marketing 

stations.

COOPERATIVE INVQlVEnENT III LIVESTOCK IrlDUSTRY

45. Intensification of agricultural production through 

better utilization of land and promotion of other integrated 

activities are part of the total development strategy. Livestock 

projects as envisaged by FOA are some of the means to realize the 

goal of raising farmers' income.

47. Current livestock programmes undertaken by farmers' 

cooperatives either through direct financing by FOA or 

through services rendered by other government agencies can 

be classified according to the type of livestock namely 

poultry, cattle, goats^ sheep, pigs and buffaloes.



47.1 Poultry

Poultry is a well-developed industry in Malaysia, 

fletnber-farmers have undertaken poultry projects 

either individually or on a coperative basis 

with financial assistance provided by farmers' 

cooperatives or Agricultural Bank. VJide acceptance 

of poultry industry by the various state cooperative 

was hiqhly induced when the ciovernment awarded the 

tender to supply live or dressed chickens to 

qovernment institutions and hospitals.

However, the production of egqs or broilers is 

not without its attendant problems. Being a highly 

competitive industry, it is subject to seasonal 

variation in supply-demand situation causing 

fluctuations in prices. Lack of market intelliqence 

and uncontrolled production has several times led 

to a glut in the market. For the industry to remain 

viable, the relevensfe authorities have stepped in to 

institute measures in regulating production, prevent 

unreasonable rise in the cost of feedstuff and 

provide a nominal price for the dressed chicken.

47.2 Cattle

Farmers' cooperatives also undertake cattle rearing 

and the breeds are provided by the Veterinary 

Department under the cattle sharing Scheme. The 

project will be managed by the area farmers' 

cooperatives with participant members having a 

stake in the project through share contribution.

The advantages involved in encouraging the development 

of such cattle projects by farmers' cooperatives on 

a cooperative basis are as follows:-



i) The pooling o'" all the cattle from

different localities and centralizing 

them on one area will reduce sociological 

problems created by foraginq habit of 

these animals.

ii) Technical and other services and facilities

can be better rendered by relevent agencies 

which are charged with the development 

of the cattle industry in the country.

iii) Proper planning for beef production and

marketing together vjith supervision can be 

better coordinated. However the oromotion 

of cattle projects by FOA has often been 

constrained by limited financial resources of 

the Authority.

48. Repayment of loan would be made through sales of the 

produce through the farmers' cooperatives. The livestock 

industry has been expanding at the rate of 5-6% annuaHy over 

the last decade. Such expansion has brought vifith it increasing 

demand on technical and managerial competence from the participants.

49. Involvement in livestock production especially in poultry 

has given participating farmers new av/areness in business operations 

and management. Some farmers have been trained in basic poultry 

rearing to improve their capability.

50. Where feasible^ cooperative effort has been encouri5.ged 

to take advantage of experience^ pooling of resources and 

economy of scale in production. Usually the farmers' cooperative 

will manage and/or supervise on behalf of members. Such 

projects are often limited to cattle production though in some



cases poultry production has also been carried out by 

members on a cooperative basis.

CONCLUSIOM

51. Despite considerable publicity through the massmedia and 

group meetings of members, a study indicated that members under­

standing and appreciation of their own PC's is still lovv'. A 

large number of office-bearers, such as members of Representative 

Assembly, Board of Directors and Unit Chiefs, are still not 

fully aware of their duties and responsibilities. Hence farmers 

training programme and information should be strengthened. 

Secondly, FOA should take over fully certain functions v/hich 

it should be doing in providing subsidies as another government 

agency. This would leave the PC’s to deal with only the 

profitable business ventures, in which members will be able 

to participate through their own share capital. Thirdly, 

financial incentives should be v^orked out to attract more 

active participations of members in their own cooperative 

and not expecting them to serve their PC's purely on 

voluntory basis. Pourthly, dividends must be declared, to 

enable members to enjoy the profits of their investment.

Pifthly, the role ajid functions of area, state and national 

farmers' organisations must be redefined to avoid duplication 

of functions. Sixthly, there should be more thrust <ind 

assistance for equity participation of PC’s into profftable 

business ventures. The suggestion mentioned above with 

proper extension and efficient administrative networks vn?l 

definitely ensure higher productions and productivity in the 

agricultural and livestock industries.
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