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farm surveys m farmees' associations
BUSINESS SERVICE PLAN 

by

Koh Theam Hee Liao Hsing Chia
Farm Management Officer and Farmers' Association Expert 

Jabatan Pertanian Tai-wan
West Malaysia

Introduction

In general, there is  an acute shcsrtage of basic economic 
data or information on farming operations particularly with respect 
to smallholders agriculture in this country. As a consequence, 
planning of any actiorv programme for the improvement of this important 
sector of the agricultural industry becomes d ifficu lt and, to an 
extent, ineffective. To reiterate some of the basic problems faced 
by smallholders outlined in an earlier paper , i t  may be stated again 
that, by and large, smallholders agriculture in Malaysia is charac­
terised by misallocation of resources in terms of land, labour and 
capital and generalJLy a low level, of managerial sk ills . To improve 
the organisation and operation of Sfidividual farms call for the need 
to provide the basic informati<ia regarding the existing status and 
pattern of farming. Some of thege basic information include
(a) size and type of farms and their distribution; (b) availability  
of farm labour and its  level of utilisation ; (c) existing cropping 
pattern; (d)- input/output relationship for the various enterprises;
(e) availability and source of credits; (f) marketable surplus and 
exLstjjng marketing arrangement, etc.

In the light of the need to have some of these informations, 
a farm and economic survey vjas carried out in a number of selected 
sites. These sites were selected for the establishment of Farmers’ 
Association Pilot Project. These pilot projects, ten in aH , have 
been established to test the new type of farmers' associations, a 
detailed description of which has already been given elsewhere.
(See I.P. Nos. 4 and 5). The location and size of the pilot projects 
are given in Appendix I , The rest of this paper gives an account of 
the survey carried out in one of the Pilot Project Farmers' Associa­
tions, i .e .  the Mukim Rambai Pilot Project Farmers’ Association,
Ked.ah.

II . The Survey

The object of the survey was to obtain the various 
information necessary for the preparation of a business service 
plan by the farmers' association concerriBd and at the same time to 
assist member farmers 'in making their own individual farming plans^
An individual farm survey was carried at the beginning of 1966

l) "The Needs for Conducting Farm Management Research in Malaya" by 
Mohamad bin Jamil and Koh Theam Hee (Departmental Conference, 1955? 
Division of Agriculture, I. P. No. l ) .
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covering a total farm households of 1,009. This survey was conducted 
by the General Manager (A.A.) and four sta ff (J.A.A.s) of the pilot 
project farmers' association. The survey started in I'ferch and was 
completed in July/August 1966, The individual survey form used is  
shown as F.A.H.Q. Form No. 3 in Appendix I I . More specifically the 
siirvey set out to obtain the following information:-

(i)  The agricultural situation that exists within the Farnsrs,* 
Association business' area such as cultivated land area, 
number of households, major agricultural produce (crops 
and livestock) yields, etc.

( i i )  The detailed farming plans of individual members in 
relation to his crop and livestock production. Input 
requirements, farm family incon© and expenditure, 
capital requirements, etc.

( i i i )  Marketing situation: This includes such information as
type and volume of marketable agricultural produce, the 
time where such marketable surplus exists, etc.

III . The Results of Survey

The results of the individual farm household surveys are 
summarised in F.A.H.Q. Form No. 4 shown in Appendix II . The following 
is an analysis of the major items needed for the business service plan:

(1) Population as of 31st December, 1965

Out of a total population of 5,108 people, 4,^449 
or are engaged in agriculture. Only 659 or 13/= are 
engaged in hon-agricultural activities.

The fflukim comprise 19 small agricultural units 
(karapongs) with a total farm households of 1 ,009. The 
average number of farm household in each small agricul­
tural unit being 53. This is  a suitable size for effective  
extension work on group approach.

The average farm family size in the l-hkim is  4.45,

(2) Farm Land as of 31st December, 1965

The mukim has a total cultivated acreage of 6,519 
acres'representing 79^ of the total land area. Out of 
these,^ 2,848 acres or are padi land and 3,671 acres 
or 56/0 are under dryland crops,

(3 ) Major Agricultural Produce

The major agricultural crops grown or to be gro\m 
in the area included padi, rubber, coconut and fruits.
Out of a total of 4,864 acres of major crops, padi occupies 
2,822 acres or 5'Ĵ  making padi the most important crop in 
terms of acreage. Rubber ranks second in acreage, followed 
by coconuts and fruits which occupy a relatively small 
percentage of the total major crop area,

■ The annual yield of padi in 1966 was estimated at 
925,531 gantangs of which 451,102 gantangs or. 49?° are 
marketable through the association. It  was estimated that' 
the total annual yield of rubber, which is  520,568 katties,

- 2 -
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could also be marketed through the association. Though 
both the coconut and fruit areas are relatively small, 
their yields indicate a potentially important market.

(4 ) Input Requirements

Thy input requirem.ents for I 966 include fertilisers , 
insecticides, seeds, implements, etc. The quantities 
retjuired are relatively large indicating the great 
potentiality that exists for farm supply service by the 
association. The total and time of r equirements of the 
various inputs aie shown on page 5 of Form 4 in Appendix I I .

(5 ) Estimated Income and Expenditure for I 966

According to the individual faim family financial 
plan for I966, the total income of the 1,009 farra house­
holds was estimated at $1,149,422 of which $766,228 or 63% 
are from faming operations while $383,194 or 37% are from 
non-farming opei'ations. The average income frcm farming 
operations per household was estimated at $759 while that 
from non-farjiiing income $380 making a total income per 
household per year of $1,139.

The total expenditirre; for I 966 was estimated at 
$1^420,381. 0„t of this expenditure for fanning operation
was $171,637 iiiiiile that for others (non-farming operations) 
iras $1 , 249, 194. "f̂ he average expenditure per farm household 
was $1,408 of \fhich $170 or 12% for farm expenditure 
and $1,238 or was for other e^qjenditures (mostly family 
living eiipenses) indicating that farm expenditures are 
relatively low compared to total expenditures.

A conparison of total income and expenditure revealed 
an annual deficit of $271,400, averaging $270 per house’.^old.
6̂ î*'vroul̂  l^e^f^icin^sucS^a^(3e??ci£’^^on£y^l53'^^r 5^^ \vould 
have surplus or ability to break even.

The average amount of deficit of $383 per household 
is dDout three times that of surplus, (See page 6, Form 4 
of Appendix I I ) .  This suggests that the magnitude of task 
faced both by the farmers and the association in improving 
the situation. It  also suggests the degree of indebtedness 
among the members,

(6) Members Capital Hequireanents

The individual famers investment plan suggest that 
the capital requirements for their farming operations in 
1966 amounted to $162,700 averaging $151 per household.
This ajiiount is needed for suppljring inputs for the cu lti­
vation of padi, rubber and other crops. The average 
requirement pe;r acre for padi isestinated at $50, that 
for rubber $15.

The survey reveals that most of the faimers in the 
are Itvck sufficient capital and the greater part of the 
capital requirements w ill have to be borrov/-ed from
outside sources at exhorbitant interest rate.

- 3 -
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(7) Other Inforraation

The survey also attempted to find out the existence 
of credit institutions, private business establishments, 
saving fa c ilit ie s , etc. There were two single-purpose 
co-operative societies (one dealing credit and the other 
rice m illing), one mobile post office and thirty-five  
g&neral stores selling merchandise and groceries.

IV. Farmers' Association Business Service Plan

On the basis of the information obtained in the above 
survey it  is now possible to draw up a detailed farm business service 
plan covering the whole mukira.

Before the beginning of each fiscal year, a ll the farmers' 
associations are expected to make ready a practical annual service 
plan, and an annual budget of its  proposed undertakings for the 
forthcoming year.

The following are the main steps that should be taken by 
farraers' associations in making their annual service plan and buiget:-

1. Analysing the infomation obtained from tte economic and 
agricultural survey including individual member's farming 
plans,

2. Making general absumptions on the over-all business 
conditions that are expected to prevail during the forth- 
ccming budget period.

3 . Setting up the policies and service programrae on the basis 
of members' real needs, past experiences, capability of the 
association including capital fund available, man-service, 
and other factors. The following items shall be planned 
in a service programme of the association:-

(a) Extent of Service -- the extent of mrious service 
progransnes, such as type, volume, object, area, period, 
etc .

(b) Capital plan -  that is  to plan the necessarsf ajnount
of funds required for each business acti-'/ity according 
to the financial status of the f;irmers' association 
and needs of members,

(c) Profit or Loss -  that is  to estimate the income 
according to service sales, interest rates and 
comiiiission receipts from different items of service 
activities, and to estimate the expenditures according 
to the business fiind overhead payment for the services.
The annual budget consists of two categories, iievenue 
and Expenditure of the Extension Section and Profit 
and Loss Estimate of the Economic and Credit Sections. 
Income and expenses of the Economic and Credit Sections, 
especially administrative and other overhead expenses 
shall be budgeted so that the balance betvjeen the two 
(pi'ofit) w ill be as large as possible,

4. Presenting the programme thus set up to the members'
representatives meeting, through the board of directors, 
for examination, discussion and approval.
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5. presenting the programme and budget, after approval by
the representatives' meeting, to the Registrar of Farmers* 
Associations or his appointees, for approval,

A Model Annual Service Plan and Budget of Mukim riembai 
Farmers' Association, Kedah is described. (See "Model Annual Service 
Plan and Budget" in Appendix I I ) . The contents of the service plan 
and budget are listed  and explained below

1. Programme of Administrative Management;

This pro gramme outlines the meetings and a ctivities of 
administrative management vdth an explanation, implemen­
tation plan, time and budgeted amount for each item.
Expenses for regular meetings such as members ' plenary- 
meeting, members' representatives meetings, board of 
directors meetings, and other coiriinon expenses such as 
salaries, wages and office expenses for administrative, 
accounting and superintendence purposes are shored betvjeen 
the Credit and Economic Section on a 50-50 basis.

2. Service Programme of Agricultural Extension Section:

The extension service activities are to be planned mostly 
under the guidance of the State Agricultural Officers 
according to the rural and agricultural development 
policies and the related schemes of the Government. Other 
factors such as the needs of the members, financial status 
and man-service of the association shall also be taken into 
consideration.

3. Budget of Agricultural Extension Section:

(a) The Revenue Budget is compiled in accordance mth the 
Service plan, using the account title s  stipulated in 
the regulations. The amount of budget of eâ ch s,ccount ' 
t i t le  is to be estimated based on the sources of income, 
such as income from membership fees and various project 
activities as planned.

(b) The Expenditures Budget is based on the Revenue Budget 
and service plan. The total amount of the Revenue 
Budget is to be allocated to the various expenditures 
account title s  according to the weight of different 
service programme.

U. Annual Service Plan of Credit Section;

The Deposit Service Programne is planned in connection with 
marketing service programme. The total Average Balance of 
^40,000 of deposits is approximately 2Ĉ o of total cost of 
sales in the programme of ma.rketing s ervice. I t  is planned 
on the assumption that i f  the marketing service programmes 
are implemented as planned, a total amount of #200,000 w ill  
go into member-farnBrs' pocket. The association w ill try 
to encourage members to save at least l/5 th  of this income 
to deposit in the credit section.

The Deposit Service has three types of deposits.
They are Current Deposits, Saving Deposits and Time 
Peposits, Though the breakdown of total Average Balance 
into the three types of deposits is arbitrary in this model, 
the ratios shown are considered to be ideal for the credit 
operations of the association according to pa,st experience.

- 5 -
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The ratios among the three types of deposits are 50:30:20.
A comparison of the previous years deposits w ill be necessary 
to evaluate the progress of the service activities.

The Farm Loan Service includes two major types of 
loans, Supervised Farm Credit Loans (unsecured loans) and 
Secured Loans. The total Average Bala.nce of loans out­
standing of $58,000 is approximately 60% of total Amount 
to be Borrowed ty the members under Monbers ’ Capital 
Requirements for Farming Operations in I966 Agriculture 
and Economic Sxirvey. In other words, the association 
e^cpects to provide at least 60% the members capital require­
ments, which is approximately $100,000, By- making use of 
members' deposits planned under'the Deposit Service Programme, 
the association can provide |j.'28,000'for secured loa,ns.
However, the Average Balance of $30,000 for Supe-rvised Farm 
Credit Loans has to be obtained from other sources. In this 
model the association assumes that the Government can provide 
the funds.

Interest income from Supervised Farm Credit Loans 
i f  $1,800 is accumulated as a reserve to be used as loanable 
funds in the following year.

5. Profit and Loss Estimate of Credit Section:

Profit and loss estimate of credit section is made according 
to the credit service programme. A majority of income comes 
from operating income, interest income from loans and 
deposits in banks. Since the interest income from Supervised 
Farm Credit Loans is to bo accumulated as a reserve, expenses 
for the Credit Section must be covered by income from sources 
other than Supervised Farm Credit Loans. In other words, 
expenses must not, in tiiis case, be more than #2,100 
(13,910 -  $1,800 = $2,110). The majority of this figure, 
$2,110 comes from secured loans. Since expenses of the 
Credit Section must be covered mostly by the interest income 
from secured loans which are determined by the amount of 
members* deposits, $40,000 is about the absolute minimum 
amount of members' deposits i f  the Credit Section is to 
operate.

6, Annual Service Plan of Economic Section:

Items and quantities under Supply of Consumers' Goods are 
based on Local Requirements of Input for Members in the 
Agriculture and Economic Survey.

Example: Total number of changcols to be needed the
members in i 960 is 495, and the association plans to supply 
about 60?l or 300 of the requirement in this model.

Goods and quantities of the Programme of Marketing/ 
Market Service are based on the Crops to be Grown in I966 
(including crops grown in I965 and to be harvested in I966) 
by members in the Agriculture and Economic, Survey.

Example; Total quantity estimated to be marketed through 
the association in I966 is 450,000 gantangs, of which the 
association, in this model, plans to handle about 200,000 
gantan^ (approximately U5%) for members. Quantities are 
also determined ty :-

- 6 -
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(a) market condi'Lions5

("b) capalDility of the association including capital ftinda 
available, fa c ilit ie s  and man-service; and

(c) government policies concerning agricultural marketing.,

Items and quantities under the Programme of Consign" 
ment Service are based on the mem'bors requirements obtained from 
the Agriculture and Economic Survoyo

Examples Total quantity of mixture fe r t ilis e r  (padi) required 
by mombors in I966 is 427*400 lbs», of which the association 
plans to supply approximately 2/3  ( 336,000 lb s ,)  of the 
Requirements,

A detailed plan including quantities to be handled cost 
of saless gross margin or commission, fijuids required, source of 
goods as well as explanation is required for each servicGo

7 . Profit and Loss Estimate of Economic Se ions

Income and Expenses are based on activ ities outlined in 
the business plan. A ll the reliable incomes are calculated 
according to each item of service programme, then these are 
allocated to the several necesso,ry expense items so as to 
prevent loss and secure more profito

Comments

- 7 -

The farm surves’’ and the resultant formulation of farmers’ 
association business service plan have shown that;'-

(a) Extension officers ^^orking in this area have noxir an intimate 
knowledge of the economic status and farming operation of 
each individual farm household!

(b) the basic economic and production data obtained from the 
stirvey fa c ilita te  planning of both individual farm and the 
total farm households in the Muicim;

(c) as a result of the survey and the formulation of the 
business service plan, the s ta ff of the p ilo t project 
concerned have noxii an action programme for implementation; 
and

(d) evaluation of the progress or othervjise of the action 
programme and any other development project in the area 
concerned is  novj gi-eatlsr fa cilita ted .

Department of Agriculture, 
Kuala Lumpur.
14th I'lovember, 1966.

ICTH/bh



APPENDIX I.

DETAILS OF PROPOSED PILOT PHOJECT FARIvjERS ■ 
ASSOCIATIONS

State
i

District
Name 

of the Mulcim 
• F.A.

Number 
of Small 

Agricultural 
Unit

Total 
Number of 

Farm 
Household

Perils Oran
Ngulang
Chuping

21 2,000

Kedah Kota Star Rambai
(Kubor Panjang)

19 1,107

Penang P.VJ. North Kepala Batas 33 3,077

Perak Kuala 
Kangsar

Kampong Buaya 2,000

Kelantan Pasir Mas Kubang Sepat 9 1,180

Trehgganu Kuala
Trengganu

iCan̂ iong
Surau Hj.Yaakob

20 1,800

Pahang Kuantan Kuantan 15 1,000

N.Sembllan Kuala Pilah Ampang Tinggi 16 1,425

Malacca Jasin Sebatu 4 300

Johore Batu Pahat Sungei Kluang 
(Mukim 12)

13

. .1

3,000



APPENDIX II

Farming Plan for 1966 
(F.A.H.Q. Form No, 3)

Agriculture and Economic Survey 
for 1966 in Farmers’ Association, 

Pilot Project, Kedah 
(F.A.H.Q. Form No. 4)

(Model)
Annual Service Plan and Budget 

of
i'iukim Hanbal Farmers' Association 

State : Kedah 
For Year ; 1966



FARMING PLM FOR I 966 

(F.A.il.Q. -  Form No.3)

WB.me of Member

Membership Card No.

Post Addresss

Kampong

Mulcim

No. of Members in the Familys

Adult......... .........  (Workable

Children

Enui!ierator

Date



1 , Present Status of Farm as of 31st December, 1965.

I t e m s

A r e a  O p e r a t e d

Leased-out
iirea* Ovmed-operated 

ilrea
** Rent-operated 

ijrea Total

Padi
Land

Main Season Crop
acre acre acre acrc

Off Season Crop

Sub-Total

Others
Crop
Land

Rubber

Coconut

Fruits

Fruits/Kampong

Other

Sub-Total

Total Cultivated Area

' Uncul­
tivated 
land

Forest

Waste Land

***
Live­
stock

Oivned 
at the 
time of 
Enume­
ration

N u m b e r Location of Land 
He operatesOld Young Total

Trside
Mukira

Outside
Miilcira

acres acrei

Remarks

* CXvned-operated Area = Lsnd oraed by him such as Grmit, Titled Jjand,
** Rent-operated Area = Lsjid not oimed by him such as T.O.L., Ten.ant,

Others.
*** Livestocks include cattle, buffalo, sheep, goat, fov/ls, ducks, etc.



2, Production and Marketing Plim for I 966. 

(1 ) Crops

C r o p s Area

Estimated
For
Home
Con-
sump
tion

For Markets

Yield
Per

Acre
Total
Yield

Total
Quan­
tity
for
sale

Quan­
tity  
for 
sale 
thr-ougl; 

■ F,A.

V̂hen

Month/i

Main Season Padi
acre Gtg, . Gtg Gtg. Gtg. Gtg.

Off Season Padi

Rubber Kty:

Coconut Copra
Kty

Nuts
No.

Fruits
(Specify)

Total

Eemajrks

(2 ) Livestocks

Livestock

* Estimated Total 
Production -  I 966 For

Home
Con-

eiiirption

For Market
Total 
Number 

for sale

Number fox- 
Sale tiirou; 

F.A.Old Yoimg Total

Reaarks

i
t

* V;istifflated •i-\‘>tal Production = Present Numbe.r + Murnber he exioects io increase,



Mi

Fh

o
-P

fH0

U)
•Hsu

uoch
<y
•ri
o-ou
m-p

M



km Estimated Income and Expenditure for I966,

Expected Income from 
(Estimate)

Expected Expenditiare 
for (Estimate)

income minus 
Expenditure

(A) -  (B)

Farming
operations

•h' Farming
operations

(1 ) Sujrplus
(-I-)

Non-
farming
operations

Others (2 ) Balance

Total (A)
1

Total (E)
(3 ) Deficit 

( -)

Remarks
I

Note; When i t  is "Balance” put a mark in the balance space.

5 . Estimated Amomt-of Capital Required for Farming Operations for 1966.

Crops
or

Livestocks

1
Acreage 

or 
No. of 
Heads

*Amount of 
capital 
required 
per acre 

or
per head

Total
Amount

of
Capital

required

{ Gourcc 
j cap: 
j (in perc(

0\m
capital

i of 
Ltal
3ntage)

Borrowed
capital

Amount 
to be 
borroived 

from 
F.A.

j I'ihen 

Month/s

acre or 
Heads %

Total

i i
11

Remarks

* Variable costs such as costs of seeds, fertilisers , insecticides, labor, etc, 
onlyo Fixed costs such as costs of land, buildinp;, tax, etc, are excluded. 
However, aiiiount required for purcha.se of Pov;er tille r  and implement may be liste  
in the Remark column.



(2) Fsxra Iraplernenta, Insecticides, etc.

} ' ■ ■
i
i

Items to be Purchased

I

Unit

Total 
Quantity or 

Amount 
Required this 

Year

Qusoitity 
to be 

Purchased 
through i'.A,

When

Month/s

CQ
Fh

1
a
H

K
g

I
i

Total

tQ

§
M
U
H

O
S

1

Total

Total i
[ i

R e m a r k s



iU^PENDIX

Agriculture and Economic Survey for 1966 
in Farmers  ̂ Association, Pilot Prc.ject, Kedah

F.A.H.Q. - Form Mo. U)

Rimia
Mukim: ..........................

KOTA STiffi 
District: ^ ^ ^ ,

KEDAH
State: ...........................

Enumerator; 1. Abd. Kahman b. Tahir

2. Abdul Halim b. Zainal
3. Abdul Azia b. ifensor
4. Ayob b, iiriffin

Date: 15th July, 1966.
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1. Population (As of 31st December, 1965)

Name of S.A.U.
Total
Farm

Households

Total 
Agricultural 
Population

(A) 
(Estimate)

Total Non- 
Agri cultural 
Population

(B) 
(Estimate)

Total
Population
(C)=(A)+(B)
(Estimate)

Total No. 
of F.A. 
I'lembers 
in 1966 

(Estimate)

C-a/j angga 

Belat

Lahar Tunjong 

Senara 

Bdg. Bukit 

Tok Dam 

Bukit Patong 

Kubang Pisang 

Bukit Pak Pom 

Simpang Perupok 

Huma Besctr 

Lubok Batu 

Perupok 

Banggol 

Bendang Raja 

Lamp am 

Nangka Siam 

Nangka Melayu 

Kubur Panjang

Total

51

52

47 

63

41

26

35

63

55

49

31

23

89

39

49

83

48

15

150

238

257

217

287

181

127

162

332

230

235

120

104

kU7

173

188

405

281

91

374

0

0

20

9

9

0

0

10

54,

31

36

5

25

13

28

25

18

1

375

238

257

237

296

190

127

162

342

284

266

156

109

472

186

216

430

299

92

749

27

26

23

28

21

26

22

22

25

53

37

36

1,009 4,449 659 5,108 346

R e m a r k s :
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Hi Farm Land (As of 31st December, I965)

Name of S.A.U,

Cultivated Area
Padi
Land
(A)

Other
Crop
Land
(B)

Total
(C)=(A)+(B)

Unculti­
vated

Area
(D)

Total
Area

(E)=(C)+(D)

* Acreage 
Size of 
Cultivated 
Farm
Household

Ga/Jangga 
Kpg, Belat 
Lahar Tunjong 
Senara 
5dg. Bul ît 
Tok Dam 
Bul ît Patong 
Kubang Pisang 
Bukit Pak Pom 
Simpang Perupok 
Huma Besar 

.Xubok Batu 
Perupok 
B^ggdl 
Bdg. Eaja 
Lampa
Nangka. Siam 
Nangka Melayu 
K. Panjang

TOTAL

acre

176.15
197.78

116

169087 

lll.A-6 
75.53

82. 3  ̂
222.19 
126.02 

129o93 

^8,17
78080

2^6,73

156.^8

151.59
232.86

172.87 

56.11

296.66

2847,98

acre

280.48

226,81

86.86
118.52

206.73
79.27

111.44

207.37

136.87

238.05

98.61

64.78

3^7.25
144.68
165.11

293.03

238.90

86.97
539.55

acre

456.63

424.59
205,30

288.39

318.19
154.80

193.78 

429.56

262.89

367.98

146.78
143.58

593.98 

301.16 

316.70

525.89

411.77
143.08

836.21

acre

105.37
78. 1 1 .

72.77

49.69

51.01

71.00

66.38

108.79
40.11

203.66

56,44

17.75

173.65
101.87

123.89 

183.17
83.42

41.54
156.89

acre

562.00 

502.70

276.07

338.08 

369.20 

225.80 

260.16 

538.35
303.00 

571.64 
203.22 

161.33 

767.63 

403.03 

440.59 
709.06 

495.19
184.62
993.10

acre

8.95 
8.16 

4,32

4.58 

7.76

5.95 
5.54  

6.82 

4.78 

7.51

4.73
6.24
6.67

7.72

6.46
6.34

8.58 

9.5^
5.57

3671.28 6519.26 1785.51 8304.77 6.45

R e m a r k s

* Average size of cultivated farm per farm hoiisehold,
= Cultivated area (c) -s- Total number of farm households.
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4o Local Hequiremeni; of Inputs of the liembers in the Year I9660

>-

Inputs

'
Total Annual 

Quantity require

f
1 Quantity to be 

ci purchased from FoAo When

Quant itjr Unit
1
Quantity Unit Month/s

lo F ertiliser
a» Mixture (padi) 427,400 Ibso 427,400 lbs. July
"b, Ammophos (padi) 10,848 lbs. 10,848 lbs. 1 June1
c» Urea (padi) 132,125 Ibso 132,125 Ibso August
d» RoRoI, Mixto X (rubber 108,547 Ibso 108,547 Ibso April & June

- 0o llitrophoska (fru its) 7,056 Ibso 7,056 Ibso June & August

2 . Insecticides
ao Dieldrex 15 190 gallo 190 g a ll. June & August
bo
c.
do

3. Seeds
a« Selected padi seeds 7,296 gtSo 7,296 gtSo June
b,
Co
d.

4» Implements
a» Changkul 495 PCo 495 PCo -
bo Parang 446 II 446 it -
Co Tajak 220 « 220 n

do Hand saw 37 tt 37 Ji -
6o Axe 99 tt 99 it -
fo Plough 10 !l 10 11 -
go S isir 4 (! 4 11 -

Others (specify)
ao Dowpon (lalang k ille r ) 706 lbs. 7O6 Ibso Mach
bo Sprayer 14 set 14 set -
Co Light tractor (Kobuta) 2 set 2 set -
do Wire netting 5 ro lls 5 ro lls -
e. Barbed Wire 42 ro lls 42 ro lls -
fo Asam fork 3 PCo 3 pc,

1

—

Remarks
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•7. Institution, Private Business. Otiiers thaji in the F, A, Business
Territory.

8 - .

Institutions
and

Private Business No.
Obtain iiecessarj’’ Information 
pertaining to Institution or 
Private Business as much as 

you possibly can

Banks - Nil

Co-operative Societies 
(only Credit) 1

Di-tuboh dalaiTi taliun 1957, r.empunyai sa- 
ramaT 39 orang ahli, wang dalam simpanan 

, sekarang borjumlah ||l600/=. Ta*ada pinjarnan 
di-b^iat tujuan sharikat ini menggalakan 
-ahli2 menyir/ipan wang.

Co-operative Societies 
(only rice Milling) 1

Di-tuboh dalam tahun 1959, rnempunyai aJili 
7 tetapi sekaxang tinggal 2 shareholder, 
Sa-ramai 400 orang yang menghantar padi 
tmtok di-kisar pa.da tia.p2 bulan, Pendapatan 
sechara kasar s-tahui:i 5;'6000/= waiig keluai' 
bagi membayar gaji2 pekerja berjunilah 
#5,200/= sa-tahun, untong berseh $800/=  
sa-tahun.

Co-operative Societies 
(both Credit ajid Eice 
Milling, plus any other 
function)

-

Private Pdce Mill

Post Office 
(+ Mobile) 1

Jual stemp sa-bulan ;i580/= surat di~pos 120 
puchok tiap2 bulan parcel 5, wsng simpan 
melalui Pejabat Pos bekereta di-tafsirkan 
$200/= sa-bulan ivang di~keluarkan :̂ 80/=  
sa-bulan,

Stores for Farm Require­
ments e .g . Shops

General Stores (shops) 
(Gonero,l merchandise 
and groceries only)

35

Private Money Lenders
_ . i

Unavailable in the aa-ea

Source of loan; 1, Money lenders interest k -  5%
Semarks 2. Padi Kuncha a loan of f/30/= in payment of

®100/= worth of padi
5 , Pavrn Shops -
k. Mortgage pf interest h -  5% 

lands.

\

* Sharikat Kerjasaraa Letrik;
Di-tubolikan daloaa taliuii 1962, rnempunyai 10 shareholder 50 buali 

ruiiiali dan kedai2 yang raendapat faedali daripada-nya, , Pqndapatan tiap2 bulan 
di-tafsirkaxL ^300/= v/ang keluar «350/= bagi membayra- gaji2 pekerja rainyak, 
sewa tanpii dan lain2.
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H ĉ  ̂ H

Q
rH

|C!
0

1
Ift

-p
m
CD
!h
O

M
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THS J80LE OF FAEMEES' ASSOCIATION IN MARKETING 
AGRICULTURAL PRODUCE*

by

Mohaniad bin Jamil 
Director of Agricultijre 

West Malaysia.

The year 196? witnesses the passage of an important act 
knom as the Farmers’ Association Act. The passage of this Act is  
significant for two principal reasons. Firstly, for the first time 
in the history of this country a legal instrument has been passed 
by Parliament to give legal basis for the existence of a primary 
producers organisation to be rim and owned by the producers themselves. 
Secondly, i t  formalises the acceptance by government of a neiv approach 
in accelerating agricultural development in the country.

The passage of this Act is the culmination of a long standing 
process of evolving towards a suitable and effective approach in 
agricultural extension in West Malaysia, The detailed account of the 
process and evolution of agricultural extension from individual 
approach to the utilisation of group dynamics such as the multi- 
pvirpose farmers' association has been a topic of separate paper 
published by the Department of Agricultiure.'^'^

A farmers’ association set up under the Farmers' Association 
Act, 196?t ^^7 be defined as an economic-institutional device formed 
with the stated objectives of promoting farmers' mutual interest; 
improving their knowledge and sk ills ; increasing their farm productivity 
and income; raising their living standard; and developing the agricul­
tural and/or rural economy.

Experience has shovm that in accelerating agricultural 
development the provision of agricultural infra-structure though is  
a necessary condition is in its e lf  not a sufficient one. The 
provision of agricultural infra-structure such as the essential 
services of rural roads, agricultural research (farm technology), 
extension, incentives (e .g . subsidies, the guaranteed price for farm 
produce, legislation and tax remission), marketing institution, etc, 
has to be matched with the parallel development in agricultural hiiman 
resources so that one could capitalise on the other for effective 
results. In terms of developing the human resources, the recognised

A paper delivered at the National Agricultural Marketing Seminar 
organised by FAMA, IJth to l8th November, 196?» Kuala Lumpur,
West Malaysia,

2 /  Mohamad bin Jamil and Koh Theam Hee -  "The Development of Farmers' 
Association in Malaysia as a Unit for Extension Programme Planning 
and Implementation of Agricultural Project", Department of Agricul­
ture, liest Malaysia,

2/-



need is  to promote a more efficient utilisation of resource by 
farmers themselves in their farming operations, and to effectively  
provide essential services such as extension, credit, marketing and 
supplies. It is also recognised that to be effective these services 
should be integrated since they are not autually exclusive of each 
other. Consequently, a multi-purpose integrated farmers’ association 
has to be introduced to provide a proper structure in the channellisa- 
tion and utilisation of services both from the Government and private 
to the farmers.

Organisation and Structure of Farmers' Association

It is envisaged that farmers’ associations w ill eventually 
have a 3 level organisation, building up from the bottom. These are 
area farmers’ association, the State farmers' association and the 
Federal association. In itia lly , only the area farmers' association 
w ill be organised. Each area farmers' association would, in practice, 
be organised from one or more mukims depending on the size of the 
farming community and the economic activities. On the average, the 
target is to have each area farmers' association covering a total 
membership of 1,500 farm families and with a geographical area of 
approximately k miles in radius.

The development of farmers' association w ill be carried out, 
therefore,, in 3 distinct phases

(i) the point phase which is based principally on the early 
pilot projects to gain practical information and experience 
for further growth5

( ii )  the line phase w;ich implies more area farmers' association 
and includes possibly the formation of State farmers' 
associations; and

( ii i )  the network phase which covers a great proportion of the 
country's smallholders and at this staj^e the Federal 
farmers' association wrill have been established.

It is envisaged that it  w ill talce about 15 years to 
develop from the point to the network phase where about 
80% or more of the country’s smallholders would have been 
covered by farmers’ associations.

Four operational sections are provided in each farmers ’ 
association. These are the Extension, Credit, Economics and Adminis­
trative sections. The functions and activities of the Extensioh,
Credit and Economics sections are briefly outlined as follows

- 2 -
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Extension Section -  This section mainly deals with the educational 
aspects of farming. It educates farmers on new farming techniques 
and innovations to increase their agricultural productivity. At the 
same time, i t  also instils and motivates farmers in moderninsing and 
commercialising their agricultural practices to raise their standard 
of living. The extension services would cater for the training of 
adult farmers, rural women and rural youths hence taking into consi­
deration a ll these aspects in an overall programme.

Credit .Section -  The main functions of this section are to
(a) encourage farmers to save and deposit their savings in their
own association; (b) supply farmers with production loans, and
(o) to support the activities of other sections with operating funds.

Economic Section -  This section incluses the following
(a) Purchasing: Through group purchasing the fsirmers’ associations 

can timely supply inputs and other necessities of reliable 
quality at reasonable prices. This helps farmers reduce their 
costs of agricultural production.

(b) Marketing; Collective sales are used in the marketing business 
to realise the best possible prices for agricultural products 
and reduce undue profiteering,

(c) Warehousing; In warehousing the farmers' association renders 
services for the storage of farm produce and supplies.

(d) Processing: Equipped with adequate processing fa cilities  and
as a rice m ill, a drying room, a mixing m ill, etc, farmers* 
association can provide in itia l processing and post-harvest 
treatment of farm products for farmers,

(®) Other Services; Besides performing its  ovm self-initiated  
services as mentioned above, the farmers' association may 
also serve as an agency to undertake entrusted services from 
government, semi-government and private agencies.

It should be understood that these services are inter-related 
and are linked. The linkage and inter-relationship can be exemplified 
by ftisimple example. Take the case of introducing a new highly-yielding 
variety of rice. This new introduction would lead to a need for 
additional inputs such as fertilizers and chemicals. Additional 
inputs w ill call for additional credits. The application of these

-  3 -
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inputs will result in additional outputs in terms of production.
This w ill lead to the need for marketing fa c ilitie s  for the 
disposable surplus resulting from the introduction of the new variety.
In addition the credits that are given have to be recovered and this 
is best done at the point of marketing.

Consequently, i t  is obvious that the integration of services 
such as credit and marketing are mutually advantageous as credit would 
strengthen the bargaining position of the farmers both before planting 
and in most cases immediately after harvest, to the extent that 
postponing the disposal of the crop after harvest would allow better 
income at the time when better prices prevail. Also the integration 
of credits with supplies has mutual advantage since purchasing in 
bulk would reduce the cost of production and better organisation of 
supplies w ill lead to better quality and time, thus ensuring a more 
successful production and repayment of loans. Also farm inputs and 
supplies cannot be separated from extension and their combined 
linkage with credits and marketing further makes them mutually strong.

The Place of Farmers' Association in Ap;ricultural Marketing

A paper on the institutional role of farmers' association
in agricultural marketing has been presented at the FAMA Training

2/Centre sponsored by this Authority in 13&6,—' The purpose of the 
present paper is' to discuss some of the practical implications of 
farmers' associations, particularly with respect to aj:ricultural 
marketing, and their role in the total agricultural development of

the country.

The Middleman and Farmers' Association

In any discussion of agricultural marketing i t  is fashion­
able and habitual for people to talk about "middleman exploitation” 
of the primary producters. This is particularly so in the developing 
countries. Consequently, ways and means have been adopted in an 
attempt to improve the market structure ajid protect the smallholders. 
Some of the techniques range from the extreme case of legislating or 
physically removing the operation of miMlemen in the rural areas to 
the provisions of fa c ilitie s  such as credits, storage, transportation, 
etc. Usually such fa cilities  or services are being provided through 
rural institutions, such as co-operatives and other producer organisa­
tions.

2 / Liao Hsing Chia -  Farmers' Associations and their Role in Agricul­
tural Marketing, pages 126 -  132, Agricultural Marketing Training 
Centre Manual, FAMA, Ministry of Agriculture and Co-operatives, I 966.;
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This paper* talces the view that whatever may be the solution 
advocated to avert middlefflan exploitation there must first be a 
thorough understanding of what is implied in this so-called notion 
of "exploitation", Uhless the middleman/farmer relationship is  fully- 
understood and appreciated any attempt to solve the plight of the 
farmers v̂ould be ineffective. Basically, it  is not the existence of 
the middlemen that has given rise to exploitation but rather the absence, 
of the vital services which the middlemen could provide and in the 
absence of which no better alternatives have been made available that 
is the cruK of the problem. I f  we take the typical traditional money- 
lender-cum-trader type of middlemen we w ill observe that he operates 
and caters 3 useful and essential functions at the village level, that 
is , he combines money leading, supplies of provisions and marketing of 
produces of the farmers or his clients. Another type of a more recent 
nature is the agro-business approach where a particular firm provides 
the farmers with inputs, credits, supervision and assurance of market 
for the particular commodity promoted.

These are services which are basic needs of any agricultural 
or rural society. An average farmer living in our rural area needs 
both production and consumption credits. He would go to ,any source 
where these could be obtained easily sjid this source is usually the 
village trader v/ho has not only the advsintage of proximity but who 
capitalises on the economic situation of the borrower, A farmer in 
the rural area who is in dire need of credits or other services does 
not differentiate his source of assistance so long as his needs are met 
with in a timely and easy manner. Indeed he would tend to avoid any 
source, i f  such an alternative exists, Vi/here the loan procedure is too 
cumbersome and takes too long to process. As one farmer once said 
" i t  doesn't matter v/hat you may think of the "orang tengah" because 
unless you are able to provide us with the services v;hich they are 
ciirrently giving such as credit, provision, marketing and transport, 
they are s t i l l  our friends".

Not only that, the particular farmer interviewed went on to 
say that "when I need some money to buy my needs I could go to "orang ■ 
tengah" even at night and usually "orang tengah" w ill oblige but this 
type of quick services I cannot get from other sources".

This re-emphasises that the farmer is dependent on the 
services of the middlemen rather the person. Hence in our efforts 
to get the farmers out of the clutches of the middlemen, serious 
efforts much be made to ensure that the most efficient methods of
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providing services be adopted. Such a method must reflect Mie 
elements of practicability and realism of the problem situation.
In this country i t  is  not the lack of resources but v;hat is more 
critical is  the absence of positive, realistic techniques in meeting 
the needs of the far-siing community in a dynamic situation.

We have cited above the essential services which the middle­
men are normally providing to farmers, i .e .  credits, supplies and 
marketing. However, the services cited here by the middlemen are not 
in themselves complete nor satisfactory for effective agricultural 
development to take place. In order to ensure a fu ll compliment of 
services for agricultural development, one has to consider, in 
addition to purchase, credit, marketing and supplies, the additional 
elements of extension and organisation. At the same time for rural 
society to benifit from these services as a v/hole, the aspect of 
welfare should not be overlooked. Farmers’ association as envisaged 
in the Act has been planned to take care of the wholesome needs 
necessary for accelerating agricultural development.

The following table gives a comparative picture of the 
services that are available under the two systems, i ,e ,  middlemen 
arrangement and farmers' association

Socio-Economic Services for Agricultural Development
Services Middlemen Farmers' Association

1, Extension (Education) No Yes
2, Purchasing (Supplies) Yes Yes

3 . Credit Yes Yes

4. Marketing* Partial Yes

5. Organisation No Yes
6 . Market Information No Yes

7. Welfare NO Yes

From the table extension services are not provided by the
middlemen nor is welfare. Organisation and market information are 
lacking. Organisation is perhaps the most critical link that is  
missing. It is because of the fact that smallholders in this country 
are scattered decision makers that individually they tend to compete 
against each other and consequently, their individual actions have 
serious economic repercussions on the smallholders economy as a whole 
It is this inherent weakness that has led to the possible exploition 
by the middlemen.

e .g . gathering, grading, storage, packing, processing, transportation, 
etc.
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Organisation of farmers has very deep socio-economic 

implications* Firstly it strengthens the bargaining position of 

the farmers in the market. Secondly, efficient organisation makes 

it possible for agricultiural production to be planned both in terms 

of type and volume to meet market demands. Marketing channel from 

the farm gate to the terminal market is very much facilitated if an 

efficient farmers’ organisation exists. Because farmers' associations 

are organised on tiiree levels as indicated earlier, it is possible 

for farm produce to be brought as near as possible to the terminal 

market (both domestic and export), Organisation also makes possible 

for the effective spread of market information and intelligence to 

the farmers. It also ensures a more efficient system of marketing 

extension.

In this approach it is not the intention to eliminate the 

middlemen as such but rather to rationalise the price and margin of 

produce so that farmers need not necessarily be placed in the position 

of "price takers" as hitherto.

Functions and Responsibilities of the Farmers' Association

Having discussed the concept and principle of the farmers' 

association approach it is propesed to take a. closer look at some of 
the practical aspects in which farmers' association could be more 

actively involved in the matter of agricultural msirketing. In 

Malaysia today the question of marketing of agricultiural products, 

particularly those of the smallholders is a topical one. Indeed, 

one of the principal reasons for the establishment of FiiMA is geared 

towards finding solutions for improving the efficiency of marketing 

of smallholders' produce* The question is at what level and to what 

extent will an organisation like FAIIA. be effective? Or is there any 

need for FAMA to be supported by additional rural institutions to 

make the functions of the Authority more effective? There ai'e basic 

questions that have to be ansv;ered sooner or later.

This paper takes the view that FAMA by itself vrould be less 

effective than FAMA. with supporting agencies of the right and practical

type at the farm gate. At this point it is necessary to begin analysing 

the type of agencies and the function^ of such agencies up to the point 

of the farm gate.

In the consideration of the type of agency or organisation 
that vî ould be best suited to the needs of primary producers it  would 
be helpful to recognise certain basic criteria
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(i) Such an agency or organisation should only represent

farmers and/or primary producers;

(ii) it must be formed by and for the primary producers;

(iii) it should be geared towards management and production;

(iv) it must be able to cater for the raulti-farious needs of

the farmers, particularly the vital services for agricul­

ture, such as extension, credit, supplies and marketing;

(iff) it must not only bring about efficient production and

marketing feut must be able to assist in increasing the 

rate of capital formation and also should be self- 

sustaining in the long run;

(vi) it should also, in addition to raising technical

efficiency the economic statxLS of farmers, be able 

to contribute to welfare services and accelerate the 

overall rural development; and

(vii) such an organisation must be so structured that there

is proper co-ordination and linkage betv/een the primary 

producers and the terminal market*

The practical experience and observations made by people 

deeply and professionally involved in agricultural development 

suggest that unless these ba.sic criteria are recognised and accepted 

it would be gery difficult if not impossible to accelerate agricultural 

development among the smallholders. It is the recog-nition of these 

needs and in consequence of them that the Department of Agriculture 

has talcen upon itself the leadership to initiate, promote and organise 

multi-purpose farmers' associations of the type discussed at the 

beginning of this paper. Whereas these farmers' associations are in 

the process of being formed and developed there is an upper limit to 

which their functions and activities could eventually extend. This 

upper limit is production and marketing up to the farm gate. Beyond 

this it would need institutional support, particularly on the aspects 

of market information with respect to price level, market research, 

market techniques, quota allocations, grades and measurements and in 

general price stablisations measures. These are aspects which have 

to be looked into by a national independent body. If smallholders' 

agricultural production is to move into a commercialised situation 

where production has to react to market forces, then farmers must 

be constantly fed with market information and knowledge. For example, 

farmers need to know the prices of their farm produce both at the retail
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and farm gate and must be motivated to react effectively. Also 
projections of demand and supply of particular farm produce and 
price trends and information are critically  deficient at the farm 
level.

In addition to these institutional aspects, there is  
the need to provide farmers* associations with such fa c ilitie s  as 
warehousing, storage processing plants, transportation, a ll of 
which are essential supporting services. Most of these services 
could be provided under existing provisions of institutions 
established for helping smallholders or primary producers»

As i t  stands now, the institiation that is  most appropriate 
in improving and correcting the market structure or imperfection is  
perhaps FAMA, Most of these additional activities raised above 
particularly those of the institutional nature are clearly indioated 
under Section 3 of the FAMA Act.— These functions particularly 
3 (1) and 3 (2b) would provide guidance and promote the efficiency 
of farmers' associations.

2 /  Functions "3 . (1) The functions of the Authority shall be:-
of the 
Authority (a) to co-ordinate the activities in respect 

of the marketing of agricultural produce
of the various persons or bodies of persons 
(whether incorporate or un-incorporate and 
whether in the public services or otherwise) 
which are or might be concerned with any 
aspect of the marketing of agricultural 
produce;

(b) to consider5 and to promote where necessary 
and desirable, v/ays and means by which 
existing markets and methods of marketing 
of agriculttiral produce might be improved, 
and to seek and promote new markets and 
outlets for agricultural produce; and

(c) to collaborate with persons or bodies of 
persons (whether incorporate or un-incorporate 
and whether in the public services or other­
wise) to promote efficient and effective 
marketing of agricultural produce.

The expression "agricultural produce" in paragraph
(b) shall not include any agricultural produce in respect 
of which an authority charged with the responsibility of 
marketing such produce has been established, and in 
respect of which methods of marketing have been provided 
for under any vjritten law.

(2) The Authority shall have power to do a ll things 
reasonably necessary for or incidental to the discharge 
of its  functions, and in particular: -
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An Example

Perhaps it  might be easy to see the role of farmers' associa­
tion in agricultural marketing and such a role in relation to the Federal 
Agricultural Marketing Authoritjr by citing, as an example, the promotion 
of a particular commercial crop. We take the case of the introduction 
of maize production by smallholdersi It is a well known fact that 
maize is one of the important crops in our diversification programme 
because it  is a crop which has potential in the domestic market.
Estimates have suggested that the country is  importing $13 million 
(Malaysian) of maize per year for livestock feed production and that 
theoretically a domestic market potential exists to this extent.

I f  maize is to be introduced as a commercial crop for 
diversification then it  would appear that two broad groups of factors 
have to be considered. Firstly, there is the need to ensure the 
technical feasibility of producing the crop its e lf  including the 
extension and management aspects. Secondly, there is the need to 
ensure adequate marketing fa cilities  including the assurance of 
reasonable price to the producers.

(a) subject to the provisions of section to 
consider any marketing scheme by whomsoever 
submitted, or of its  own motion to propose 
any marketing scheme; and

(b) to cause to be carried out marketing research 
and investigations and in particular to cause 
to be conducted enquiries relating t o :-

(i) cost of production, processing trans­
portation and marketing of any agricul­
tural produce;

( i i )  price levels, markets and marketing 
methods and systems of grading; and

( i i i )  any other matter relating to the
marketing of agricultural produce;

(c) to require persons engaged in the production 
or marketing of any agricultural produce, in 
respect of which a marketing scheme has been 
prescribed to register and to give in such 
manner as the' Authority may specify such 
information with respect to such produces as 
the Authority may deem necessary; and

(d) to do such other things as the Authority deems 
f i t  for the effective carrying out of its  
functions under this Act,"
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With regard to the teclmical feasibility  of producing the 
crop this would be the responsibility of the Division of Agriculture 
which would ensure that such aspect as suitable variety, so il, 
husbandry practices, etc. In addition to this, the same Division 
would have to ensure that adequate extension, is  given to the farmers 
on an area basis to ensure that sufficient response is  given for the 
production of the crop in adequate volume» This calls for proper 
organisation with respect to time of planting, harvesting and perhaps 
immediate post-harvest programme such as shelling of grain from the 
cob., This latter aspect would be carried out by the local farmers' 
associations. With respect to the input requirements, such as 
insecticides and fertilisers the responsibility of the farmers' 
association would be to ensure that sufficient and timely distribution 
of these inputs are given and also effective super.xrision of the applica­
tion of such inputs are assured. In other words, i t  is assumed that 
the Division of Agriculture and the farmers' associations concerned 
with the production of maize would be responsible for a ll aspects of 
production up to the point of marketing.

The other important aspect which serious consideration has 
to be given is  the question of marketing fa c ilitie s  and assurance of 
reasonable prices to the farmers. This is  an aspect which would 
involve the functions and responsibilities of a national marketing 
authority like FAMA. Very often in an effort to promote a new crop 
which lends its e lf  to the commercial market one has been faced with 
the question of "take o ff" from the farm after production. As a 
matter of fact i t  is d ifficu lt at present to encoura,a:e and orj^anise 
farmers to produce any crop unless there is an assurance of market 
outlet with reasonable price. It is this factor v̂ hich has in a way 
de-accelerated any programme of encouraging cash crops to smallholders.

Unless this aspect is adequately taken care of it  would be 
impossible to introduce or recommend new crops, particularly for a 
crop like maize where there is severe competition from imports.
Maize production in Malaysia, therefore, faces serious obstacles.
This is  an import crop and local production will need to eompete 
with imported maize. Hence, assuming free import, domestic market 
saturation would not create sufficient price incentive for maize to 
be produced on a large scale. I f  maize is to be recommended as one 
of the priority crops in our diversification programme then there must 
be adequate safeguards to local producers. There is an urgent need  ̂
for example, to study and investigate the domestic market potential

-  11 -
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of the crop in relation to the present import situation. There is  
also the need to ensure reasonable price for local production before 
production is to be encouraged. Otherwise, i t  would be a situation 
of putting the cart before the horse.

Basically, farmers need to ^ovr the acreage of maize which 
they could produce with assurance of reasonable price that coiald be 
absorbed by local market. This may touch on policy issue each as 
ta r iff protection, negotiations with local feed m ills, etc. These 
are activities which fa ll within the responsibilities and functions 
of FAMA, In short i f  FAMA could come out with specific assurance as 
to the quantity of local maize that could be absorbed at a minimum 
price guarantee, thon i t  v/ould be possible for this information to 
be passed on to the farmers for implementation. FAI'iA ae an authority 
must, therefore, perform the essential role of price stablisation.

Agricultural Diversification -  A Joint Responsibility

Similarly, the same arrangement would apply to the promotion 
of any other crop. In the past the s|uestion of agricultural diversi­
fication appeared to have been considered only within the context of 
technical diversification. In other words, diversification was 
erroneously thought ef as a technical programme of a technical depart­
ment, At this point i t  would be opportune to emphasise that diversifica­
tion of agriculture implies more theoi physically producing alternative 
crops. It must be emphasised that diversification of agriculture must 
also take into consideration the economic implications and as a con­
sequence, the institutionfi.1 aspects of marketing should be a major 
point of focus. It is  no use producing in excess of \?hat the farmers 
could consume because it  w ill only defeat the purpose of raising the 
income of smallholders. As a matter of fact, diversification of 
agriculture in this country w ill have to lean heavily towards «ash 
crops and that any programme of diverisification ignoring the economic 
constraints of production, such as the adequacy of production credits, 
marketing fa c ilitie s  and minimum price assuracne would be unrealistic.
It is  urgued that the physical capacity to produce a crop is not as 
serious a problem, as the main problem of disposing the crop v/ith 
reasonable price. In future, therefore, for any crop that is to be 
promoted within the general diversification policy, serious efforts 
should be made to ensure that both the marketing and technical aspects 
are studied and prepared fully to give meaningful impact to the 
programme. Diversification in other words should no^ be carried out 
for the sake of diversification but rather should be promoted v/ith the
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vie® to raise the income of the primary producers and the general 
economy particularly in the face of declining rubber prices.
Increasing emphasis, therefore, has to be made to ensure that 

^efficient co-ordination exists and sufficient knowledge is  available 
to a ll institutions or organisations, government or otherwise, 
responsible in promoting a dynamic agricultiural policy for the 
country.

SUMMARY

This paper represents some views and thinking on the foie 
of farmers' association in marketing agricultural produce. It gitees 
a brief account of the events leading to the passage of the Farmers' 
Association Act of 196?.

The organisation, structure and operational sections of 
the Farmers' Association as envisaged in this Act is being treated 
in some considerable detail. A discussion of the notion of middlemen 
exploitation is being given and some suggestions are being made on 
the matter of providing more effective services to these primary 
producers with the view to improve theri present situation with respect 
to their economic position in the market place-

The specific functions and responsibilities of farmers' 
association is being looked into mid analysed with int functional
context of FAI>̂A with the view to offer a more co-ordinated programme
of marketing produce in the country v/ith primary producer organisationsI 
Iliis relationship is  exemplified through a discussion of the problems 
encountered and the possible ways of overcoming such problem in the 
attempt to introduce a commercial crop.

The paper finally ends up with the emphasis on the need to
consider agricultural diversification with a ll its  a.ttendant implica­
tions -  technical and economic.

-  13 -
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FARMERS' APSOCIATIOWS MD THEIR HOLE IN 
Â -̂ J CULTURAL MARKETING

by

H. C. Liao

I. Brief Outline of Farmers' Association

1. Ob.je ctives

Farmers' association is a multi-purpose farmers co-operative 
organization formed by the farmers themselves for the purpose of carry­
ing out a number of functions which include the promotion of farmers' 
interests, advancement of their loiowledge and techniques, increase of their 
production and income and development of rural economy. „ The service 
activities of farmers' association are of such a variety and range that 
they deal directly with almost a ll  the phases of agricultural production 
and fanners' l i fe ,

2. Organization System

The system of farmers' associations is organized from the grass­
roots level up to the national level. Rural and agricultural develop­
ment, like any other program designed for the common good of the people, 
cannot be smoothly and effectively carried out without active support 
and participation in the program by the jBople themselves. Since 
farmers' associations are organized by the farmers themselves, they are 
strong organizations in performing their production and economic 
activitie s .

The three-level organizational pattern of farmers' associations 
may be illustrated below
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Five operational sections for each mul<ira level of farmers' 
association raaj'’ be set up as shovm in the followns; chart

- 2 -

Members' Representatives Assembly

Board of Directors

3. Characteristics of Farmers' Association

The farmers' association organized as above may embody the 
followin.i^ characteristics

a. Multi-purpose Agency

Farmers' association is a multi-purpose organization to serve 
its  farmer members in various ways. I'̂ Jhen a farmer becomes a member of 
an association, he may enjoy a number of services, and these can be 
grouped top;ether as purchasinp, marketins;, processin.f?, utilization and 
market services through its  economic section; deposit and loan services 
through its credit section; and production, advisory, training and 
welfare service through its agricultural extension section.

Thus the farmer members can devote a ll their time and efforts 
to the problems of farm production, and count on the association for 
a ll  possible assistance in technical and economic matters related to 
farm business, and home life  improvement, because these services iniiich 
they need are integrated and couH be made available to them by their 
ovm organization over Vfhich they have control and in which they have 
confidence.

The kinds of services needed by farmer members are integrated 
under the farmers' association and they influence one another to 
improve the organization for betterment of the services. The products 
turned out by farmers are marketed through the economic section of 
farmers' association. At the same time, co-operative purchasing of 
farming materials and daily necessities is also rendered through the 
same section. Makin? use of members' deposit as operatin.*?- funds for 
co-operative transaction w ill enable the farmers' association in cheap
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buying and hlizh. sellin.?^. The credit service extended by the farmers' 
association provides their mesnbers with sufficient and timely loans at 
reasonable interest rates. The surplus funds -which the members deposit 
in the credit section of their farmers' association form a major source 
of farm loan funds.

The extension programs of the farmers' association are related 
to a ll  phases of the activities of the rural population. Usins; the net 
profit obtained from the co-operative economic and credit activities  
of the farm.ers' association^ the extension workers of the association 
impart knovjled.̂ ê on better farminp; as well as on better livin,^ to the 
farmers.. As a result, the net farm income that can be accumulated for 
re-investment is  increased and the members' confidence in the farmers' 
association is stren.-^thened accordingly.

The whole picture of farmers' association services may be 
summarized as follows

(1) Enforcement of extension service to pain the members' 
confidence in order to expand deposits.

(2) I'lakin̂  use of deposit money to develop purchasing:, 
marketing and rural credit services for increasing, the 
business income of the association.

(3) Using the profits earned from purchasing, marketing and 
credit activities to expand extension service and build 
up the members' confidence in the association. Thus the 
three groups of services are somehow inter-dependent upon 
one another.

b. Grass-roots Organization

Members (one from each farm household) of each lorn pong within 
a mukim area organize themselves into a small agricultural unit from 
which the control of the aBsociation is vested. Representatives to the 
laeetin.!? of the association are elected by members at respective small 
agricultural unit meeting. A board of directors whose candidates are 
nominated by the small afrricultural meetin/?; is elected by the repre­
sentatives at these association meetinps. The functions of the board 
of directors are policy-maltinp; and supervision. A general manager 
v±io should )oe a competent and experienced person, is employed by 
and responsible to the board to manage the business of the association 
in accordance with the decision and policies of the board. Similarly, 
the representatives and board of directors of the State and Federal 
farmers' associations are also elected in accordance with the federated 
system. Therefore, the farmers' association is not only a multi-purpose

- 3 -
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agency to serve its  members in practically a l l  aspects of social and 
economic li fe , but it  is also a ,s:rass-roots organization to train the 
farm people in parliamentary practices as well as in self-help activities,

c. Partnership vith Government Apiencies

Farmers' associations are organized and owned by the farmers 
themselves as an economic framework. By makins; use of group approach, 
the efforts of a l l  governuBnt agencies can be effectively channelled to 
benefit a ll  farmers through the farmers' associations. Taking produc­
tion improvement for an illustration, the government a^^ricultural 
agencies can extend their improved varieties of crops or livestocks and 
render their technical advice to the farmers on group basis through the 
farmers' associations. The financial institutions can finance the 
improvement program to the individual farmers through the associations.
The government marketing authority can help the farmers to market their 
harvests in large volume for better price through the associations.

II . The Role of Farmers' Associations in Agricultural Marketing.

1. Purposes

The purposes of farmers' association in performing agricultural 
marketing a re :-

(1) To create wider outlets for farm products, and offer 
more marketing alternative thus the farmers are becoming 
more selective in choosing the markets;

(2) To realize the reasonable net prices for farm products 
and reduce merchants' undue profiteering;

(3) To adjust the surplus and supply of farm products as the
market demands, ,and thus smooth out mde price fluctua­
tions so that farmers' losses caused by the unstable 
prices are reduced;

(4) To issue truthful prevailinq; market information such
as prices of farm products thus the farmers are in
better position to bargain with local merchants;

(5) To establish good agricultural marketing system for 
farm produce.

-  u  -

5/-



2. The,Role of Farmers' Association in Agricultural Marketing

Ifith the above-mentioned characteristics and objectives the 
role which farmers' associations play in agricultural marketing is 
exceedingljr important and diverse. The several main points of i t  may 
be discussed below;-

(1) Improvensnt and standardization of members farm products 
to meet the need of market.

Modern agriculture is characterized by farm production 
for the market although in some part of the economy, 
especially amon.o; the so-called smallholders, s e lf -  
sufficiency or subsistence farm.in.'r are s t i l l  common yet 
in order to respond to the need of consumption, market 
advancement in the derrrae of commercialization of farming 
and adjustment of farm products are im,portant. This 
adjustment includes l)  variety, 2) quantity, 3) quality, 
and 4) isriod of the effective supply, etc. Therefore, 
it  is the responsibility of the Apiricultural Extension 
Section of farmers' association, under the leadership of 
relevant ^̂ overnment authorities, to educate and guide 
their farmer members on the improvement of farming; 
techniques and farm management for the advancement of 
varieties, extension of market-preferred crops, control 
in the lengthening of the supply period, and control of 
plant or animal diseases to increase the production and 
raise the market values. On the other hand, equipped 
>iith necessary fa c ilitie s  such as moisture testing machine, 
drying room or drying court, etc. the Economic Section of 
farmers’ association, under the leadership of relevant 
p;overnraent authorities, should, devote its  effort in 
establishing the system of standardization of farm products, 
especially at the fir s t  stape of marketing channels.

(2) Establishment of good marketing: system and strengthening 
of bargaining position through the farmers' associations.

t/'̂ hen commercial agriculture is in the in itia l stage of 
development farmers usually count on intermediaries for 
the shipment of their products out of the farm. In order 
to shorten the marketing channels and to extend their 
products as nearer as possible to the terminal market 
instead of selling at the farm-yard, the co-operative 
marketing activities of farmers’ association, which are

- 5 -
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systematically organized at both ends of the marketing 
channels, are the way throû ĥ which the bargaining 
position of producers is stren.gthened, and good agricul­
tural marketing system can be established.

In order to smoothly bridge consumption and production 
more and m.ore marketin:9; activi-ties of assembling, sorting 
and gradia”;, weifjhin^, packinp’ and packaging have to be 
done at the in itia l stage of marketing channels, where 
the local farmers' associations are located. Local assembly 
markets facilitated with farm product packing houses should 
be put up in the producin.q- area by the local farmers' 
association to carry out such services:

(3) Stabilization of market prices and realization of reason­
able net prices through the function of farmers' association 
warehousing.

To meet practically non-seasonal demand with highly 
seasonal production, granary and other type of warehouse 
fa c ilitie s  of farmers' associations vri.ll play an important 
role in storing and adjusting of farm products so as to 
stabilize the market prices from the seasonal price change, 
ajid realize the reasonable net prices for farm products.

(4) Partnership with the (government.

With the associations so or(?anized, the (government marketing 
plan and policies can be transmitted to a ll  the farmers down 
to the g;rass-roots level. On the other haPid, farmers 
through their own associations, can better express their 
views in response to government afi;ricultural marl<Bting plans 
and policies or make their problems Icnown to the government. 
This helps brin.p; assurance that the government's a^icultural 
marketincT propirarnmes will, meet the true and fe lt  needs of 
the people.

(5) Capital formation for agricultural marketing.

A large-scale agricultural m.arketin.s calls for sizeable 
amount of capital for buildiner up of transaction halls, 
■warehouse equipped with necessary fa c ilit ie s , etc. By 
encouraging their members .and the efforts of their business 
activities, farmers' association iw.ll play a pirt of forming 
and accumulating more capital to finance agricultural 
marketing activities although it  may usually be insufficient.

- 6 -
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(6) Efficient transit of farm products through farmers' 
association transportation.

VJhen the need arises ,and they have sufficient capital 
available, farmers' associations may facilitate with their 
own transportation including small size of three-wheeler 
for collection of farm products directly at the members 
farms, and lorry may also be equipped for the purpose of 
getting up the speed and direct shipnent >/ithout re-loading 
in transit to keep the quality of farm products, especially 
perishables.

(7) In itial processing and post-harvest treatment by the farmers' 
aswsociations.

As farming modernization proceeds, farmers become more and 
more market-conscious. They usually tend to bring the 
produce nearer to the fom  vdiich the consumer demnds, and 
thus it  is also a role of the farmers' association to render 
in itia l processinp; and post-harvest treatment of farm 
products.

(8) Vertical integration.

Beinfj a multi-purpose function, it \irould be an important 
role for the faimers' associations to deal with a system of 
"vertical inte,?ration" in which the unified plan of market­
ing activities for certain kinds of farm product from pro­
duction to the terminal market including .guidance to 
Individual farming plan, supply of inputs, financing, 
collecting and selling thus complete a l l  the necessary 
marketing services throu^ the farmers' association for , 
the members.

III . The Specific Responsibilities of Farmers' Association at three 
Levels w ill be as fo llow s:-,

1. Mational Level F.A.

(i) To find and select the best market ajid best buyers.

( ii ) . To make an overall plan of agricultural marketing
based on the pLan made by the lower level F.A.s.

■ ( i i i )  Co-ordina,ting and negotiating for more favourable
sales, deliveries, transaction of farm products and 
collecting of sales proceeds.

- 7 -
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(iv) Issiiing market information to lower level farmers' 
associations.

(v) Setting up of modern factory to process farm products
or manufacture and supply of inputs for better produc­
tion in farm.

(vi) Co-ordinating with relevant .Government authorities and 
agencies concerned, conductinfT marketing research, and 
providing technical guidance and supervision for lower 
level F.A.s.

2. State Level F.A.

(i)  Making an overall plan of marketing vnthin the State
based on the plan of lower level F.A.s.

( ii )  Allotment of shipments.

( i i i )  Technical guidance in agricultural production.

(iv) Transportation and v/arehousing service at State level.

(v) Co-ordination and transmission of market information.

3 . Mukim Level F.A.

(i) Encouraging and providing technical guidance to member
farmers for the improvement of their production, 
techniques and fam  management -  prepara.tion of farm 
products for market.

( ii )  Investigating the marketable volume of farm products
from members.

( i i i )  feking an overall plan at mukim level based on indivi­
dual farmers' farming plan.

(iv) Signing marketing contract with participating farmers.

(v) CollectinF, inspecting, sortin.'^, grading, post-harvest
treatment, packing and shipping of farm products.

(vi) Collecting and paying of the sale proceeds.

(vii) Storing or warehousing of farm products at muldm level, 

(v iii)  Co-ordinating the other services of farm.ers' association,

- 8 -
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In short, the farmers in this country, like farmers in other 
countries, particularly in South East Asia, urcrentl;?- require a s:ood 
marketing system with better or fruaranteed price of their products. 
Therefore, it  shou3.d be the responsibility of the farmers' associations 
to initiate the a'^ricultural marketing!- activities under the assistance 
of modernized techniques of marketing- authority in helping them to 
strengthen fa c ilit ie s , compute costs, determine markets, improve 
financial operation and find methods for handling service in the most 
efficient way in order to be able to comjiete business with other agencies 
and private merchants.

- 9 -

Department of Agriculture, 
KuaLa Lumpur.
24th February, I966.
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(Farmers' Association Training Ilaterial)

Marketing Service

by

Liao Hsing Chia

I . What F.A. Marketing Service ]Xbans

l̂ fembers of a farmers' association unite and co-operate', 
with each other to se ll their farm products cr livestocks to 
consumers' market through the association in order to attain high 
efficiency of marketing operation as well as to obtain the best 
possible price,

I I . Why F.A, Marketing Service is  Necessary

1. To meet the needs of member-farmers:-

liarksting of agricultural produce is a part of farming 
activities. As present-day social economic system and techniques 
of farming production improve, small farnErs' subsistence farming 
w ill not longer just become a nBans of supporting l i fe  (s e lf -  
sufficiency) but i t  has to become and is  becoming a more commercial 
operation, which is aimed mainly at selling of what is  produced in 
the farm to the ultimate consumer in order to obtain more cash 
income -  that is commercialisation of agriculture.

In agricultural marketing some farm products, after they 
have been harvested, can be sold immediately for consumption without 
processing and some cannot be used unless they are processed; some 
can be sold to the market at the locality , and some must be transported 
to a far away foreign market; some are produced and supplied to the 
market throughout the year and require no necessity of storage and 
some are conspicuous seasonal products that necessitate storage.
Thus one can see that agricultural merketing includes diverse and 
complex activities of assembling, inspecting, sorting, grading, 
packing, transporting, storing, processing, selling and financing, 
etc. In addition, these activities need adequate fa c ilitie s , 
organization and man-power to operate.

This paper is a revised version of the First Paper on "Marketing 
Service", an F.A. training material prepared by Mr. Min-Hsioh Kwoh, 
1966,
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In view of the fact that individual small farmers on 
their own can i l l  afford to provide for such fa c ilit ie s  and 
services, and the fact that there exist "middleman's 
monopolistic activities'* in the rural area i t  is  particularly  
important and significant that the farmers * associations provide 
marketing service for individual small farmerso

2. To attain higher efficiency of PoA. operations-

The unique characteristics of the multi-purpose farmers' 
association can raise its  level of efficiency of operation and 
effectuate its  functions to the highest level and only when the 
extension and credit services are closely co-ordinated and tied  
to marketing service. This is  particularly so because the 
integration of these services in a farmers' association are 
mutually advantageouso For example, extension programme would 
become more effective when i t  is  combined with an improved 
supervised farm credit programme and supported by an adequate 
marketing service to ensure the availability  of marketing 
fa c ilit ie s  as i-iell as to assure the market and reasonable price 
to the primary producerso At the same time the suitable market­
ing service would provide the security from the view point of 
saving and repayment of credit loans«

IIIo Ob.ioctives (Functions)

1. To create wider outlets for farm products, and offer more
marketing alternative. Thus farmers have wide choice of 
markets for their farm products or livestocks.

2o To provide farmers with marketing and other related services
needed by them in order to help them s e ll  their farm 
products, to protect their interest, to eliminate possible 
merchants' exploitation, and to realize reasonable price 
for farm products or livestocks.

3» To adjust farm product or livestock supply to market demand,
and thus market prices could be stabilised thereby farmers' 
losses caused by the wide price fluctuations are reduced.

4o To provide farmers with such prevailing market infoimation
as prices of farm products thus the farmers are in better 
position to bargain with local merchants.

5o To establish a good agricultural marketing system through
the farmers' association in support or government efforts  
in improving agricultural marketing programme.

- 2 -
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ioei/TJo The Role and Responsibilities of FoA. in Marketing Servic

1» Investigating the marketable volume of agricultural produce
from members and encouraging such a produce for marketings

2o Looking for and selecting best markets and best buyers.

3. Signing marketing contracts with participating farmers.

4. Handling fir s t  stage of marketing a ctiv ities  such as 
assembling, drying, sorting and grading, weighing, packing 
and packaging, storing and delivering and sellin g  of 
agricultural produce.

5. Providing a suitable place, 'with necessary sta ff and 
fa c ilit ie s  for primary producers to se ll their produce and 
transact other marketing business with buyers.

6. Wherever possible, within the lim it of capital and man­
power, handling in itia l processing and post harvesting 
treatment of agricultural produce so as to bring the 
produce nearer to the form which the consumer demands.
This would help farmers se ll their produce at a more 
favourable price.

To Providing member producers with market information and
help them in negotiating with buyers (market) to se ll the 
produce at better price.

8. Calculating and collecting sale proceeds from the market 
management and making payment to the farmers after the 
transaction of marketing,

9 . Assisting relevant government or semi-government authorities 
in the establishment and standardisation of quality of 
agricultural produce.

10, Providing farmers with effective marketing structure through 
the three level F .A .s, which are systematically organised
at both ends of the marketing channels, to extend their 
produce as nearer as possible to the terminal market.

11. Working as partnership with the relevant government or 
quasi-government authorities, particularly with PAMA and 
other research and experiment institution , and bridging 
between the government and farmers so to improve agricul­
tural marketing system in this country.

3^ "Farmers• Associations and their Role in Agricultural 
Marketing*' by Liao Hsing Chia, 1966.
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12. Th.3 responsibilities and role of farmers* association as 
mentioned above should be adequately divided and under­
taken by the three level FoAoS in order to e ffic ie n tly  
and successfully carry out the marketing service» The 
details of such a division of work for farmers’ associa­
tion at three levels are shovm as follows

- 4 -

1, Federal Level FoA^t-

( i )  To make an overall plan of agricultural market­
ing based on the plan made by the lower level 
IP o A o So

( i i )  To select the best market and best buyers (both 
domestic and external market)»

( i i i )  Negotiating at the terminal market for more
favourable sales, deliveries, transaction and 
collecting of sales proceeds.

(iv ) Providing storage and ware—housing services.

(v) Setting up of modern fa c to r jr  -fco process farm 
products.

(v i) Issuing market information to lower level farmers' 
associations.

(v ii)  Conducting marketing research and providing 
technical guidance and supervision for lower 
level P .l .s .

( v i i i )  Co-ordinating with relevant government authorities 
and agencies concerned, for the improvement of 
marketing service.

2. State Level F .A «;-

( i )  Making and implementing an overall marketing plan 
within the State based on the plan made by the 
lower and higher level P .A .s,

( i i )  Allotment of shipments,

( i i i )  Providing transportation service.

(iv ) Providing storage and ware-housing services.

^  ’’Farmers' Associations and their Role in Agricultural 
Marketing" by Liao Hsing Chia, 1966.
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(v) Co-ordination between area F.A.s and Federal F. A.s.

(vi) Providing guidance and supervision for lower level 
F. A.s to improve marketing service.

3. ■ Maiiim Level F.A.

(i) Making a plan of marketing service based on the
agricultural production conditions, members needs, 
plan of higher level F.A,s,

( ii )  Encouraging and providing technica3. guidance to 
member-farmers for the improvement of their 
production, techniques and farm management -  
preparation of farm products for markets

( i i i )  Investigating the marketable volune of farm products 
from members.

(iv) Signing marketing contract with participating farmers.

(v) Collecting, inspecting, sorting, grading, packing and 
shipping of farm products.

(vi) Providing fa c ilitie s  for post-harvest treatment and 
i f  the conditions allow, render storage and other 
fa c ilitie s  and services for in itia l processing of 
farm produce.

(vii) Collecting and paying of the sale proceeds.

(v iii) Co-ordinating the higher level F.A.s and other 
institutions concerned for the irrprovement of 
marketing service,

V. Methods

1. Brokerage; The association only finds a market (buyer) for
members on commission basis (brokerage). The association
does not involve in handling farm produce. The farmers market 
their produce wholly on their on responsibility.

2. Purchase: Members se ll their products or livestocks to the
association on price basis. After the purchase of the farm 
produce from farmers the association is free to se ll i t  at 
i t s  own risk.

3. Consignment (conditional consignment): Members consign their
produce to the association for sale individually with conditions 
attached. The association se lls  for the consigner according to 
the conditions including price, time of selling, buyer, etc. as 
specified by him on commission basis.

- 5 -
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4, Pooling system (unconditional consignment): Pooling together
the same kind and same grade of farm produce of the members 
for marketing, and distribute the sale proceeds according to 
the quantity and grade contributed by the members. The method 
of joint calculation (based on prices) is  usually adopted.
The F.A. handle this on commission basis. This method is 
encouraged,

VI. Procedures

1. Application;

(1) Farmers apply to the association on quantity of products 
or number of livestocks available for marketing and tlie 
desired date of shipment at least three months before 
the farm produce is  ready for sale,

(2) These applications ai’e recorded in the registration book 
kept by the association.

2. Planning:

Basing on the applications from members, the association mal<es 
an overall plan for each month for implenBntation.

3. Delivery:

Notice on the delivery is  made to the farmers by the associa­
tion in accordance with the shipping plan for the participating 
farmers to make preparation. A l i s t  of the deliverers is  sent 
to the State FariTErs' Agsociation/Federal F.A. and F.A, 
personnel stationed at the terminal market for file s  and 
clearance,

4. Ifansaction:

1/Vhen the products or livestocks arrive at the terminal market 
in accordance with the plan made by the association, F.A. 
personnel at the terminal market wLH contact the market 
management to se ll the products,

5 . Marketing costs:

Farmers,' associations make every effort to save expenses 
such as expenses for collecting, transporting, loading and 
unloading, revenue sta îps and escorting, etc. needed for 
shipping products or livestocks from farm-yard to market.
These charges are reported to the members in proportion to 
the TOight of products or livestocks marketed.

- 6 -
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6. Indemnity fund:

In order to meet the needs of the indemnification for the 
losses in transit usually cftused by unexpected cases, a 
percentage X'\/hich is not more than 0,5̂ °̂ of the sale proceeds 
may be set aside to form indemnity fund of the co-operative 
marketing. When member's products or lievestocks suffer 
from losses in transit, he w ill be compensated from the 
association 80% or of market price of his loss amount 
as indemnification.

7. Handling fee (commission):

For covering the expenses needed for marketing service an 
adequate rate of service charge, called handling fee or 
comi'nission may be assessed from the participating farmer 
to the association. In case when the service is  also 
rendered by the h i^er  level F. A.s the commission w ill be 
adequately shared by the different levels of F. A. s involved.

The amount of handling fee is  in principle calculated 
according to the actual expenses (actual cost of operation). 
The cost of marketing operation consists of two parts:—

(i) Direct cost -  including freight charges,
storage, etc.

( i i )  Indirect cost -  including administrative
expenses such as personnel 
expenses, travelling expenses, 
depreciation expenses, taxes, 
joint expenses to be shared 
such as office expenses, 
meeting expenses; and other 
expenses such as interest 
expense of capital, etc. 

total cost = direct cost + indirect cost.

The amount of handling fee is , therefore, determined based on 
the actual cost of operation. The F.A. in principle provides 
service at cost. The lower the cost of operation, the lower 
the amount of handling fee.

In practice, however, in view of the fact that 
calculation of actual cost of operation is complex and that 
the F.A. needs to charge service fee slightly higher than 
the cost to safeguard any unexpected losses, the amount of 
handling fee to be charged by the F.A. has to be calculated

-  7  -
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based on the percentage of proceeds of farm 
products marketed. The rate of the percentage is  determined 
and planned in the annual service plan taking into considera­
tion the cost of operation according to past experience and 
the rate of business margin prevailing in the market. Such 
a rate of percentage may vary from time to time depending 
on the market condition and margin earned by private merchants 
pr iniddlemen. The F,A. should do its  best to reduce the cost 
of marketing operation in order to be able to compete with 
the business of the private sectors. At the same time every 
effort should be mde to earn more surplus (profit) that is  
the balance between the amount of commission income and the 
amount of actual cost of operation, so as to accumulate more 
of its  own capital.

8 . Payment:

Farners' association personnel at the terminal market collects 
sale proceeds from the market management and remits them to 
the association the same day. Payment is  made to the farmers 
by the association after subtracting handling fee and shipping 
costs.

In case the members se ll their products or livestocks 
to the association on price basis, a part of the profit made 
from marketing shall be reserved in the association account as 
"Marketing Fund" under "Reserve Fund" for covering the losses 
whenever an unfavourable market occurs,

VII. Pre-conditions for a favourable Marketing of Agricultural Produce 
by F. A. s

1. Co-operation with extension section for the improvement of 
members' farm produce:-

I t  has been emphasised that a marketing programme cannot be 
operated successfully in isolation with agricultural extension 
programme. A production plan should be made according to the 
maxketing plan. However, on the other hand, a marketing plan 
should not be made disregarding the basic factors of agricul­
tural production: land, labour, capital and techniques. 
Especially in a country like Malaysia where a great majority 
of the small farmers s t i l l  practice self-su fficien t farming, 
the marketing programme should be made in accordance vdth 
the plan and principle of extension programme. In other 
words, an integrated (a vertical) plan and system of service

- 8 -
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activities from production to marketing in tbs F.A. must be 
established in order to carry out a successful marketing 
Frograrjne. The extension programme for a market oriented 
crops here involves l)  variety, 2) quality, 3) volume or 
quantity, 4) period of effective supply, etc. Therefore, 
co-operation from F.A. extension section or otter research 
and experiment agencies must be sought for engaging the 
improvement of varieties, extension of market-preferred 
crops or livestocks and control of plant or animal diseases 
to increase the production and raise the market values.
The staff members in charge of marketing must require 
specific knowledge and techniques of crops to be handled.
Such knowledge and techniques including method of handling 
of farm produce to be marketed could be obtained throu^ 
co-operation with extension section ani other relevant 
institutions concerned.

2, Co-crdination with other services;-

(i) Credit: Co-ordination with credit section for making
production loans to farrrers according to the integrated 
marketing and extension plan:-

The repayment of the production loans can be secured 
since the farm products are collected and marketed 
through tlie economic section under 'v>hich the debts 
are reducted. The members may also be allowed to 
borrow 60 to ?C  ̂ of the price of the produce sent for 
marketing from credit section, and make the repayment 
from sale proceeds.

( ii )  Purchasing: Co-ordinating with F. A. purchasing service
for the supply of quality-p?oof seeds, feeds, fertiliser  
and farm tools at reasonable prices to improve produc­
tion and curtail costs of production.

3. Co-operative sale in large quantities:-

By handling a large quantity of farm produce, an F.A. can 
strengthen its  bargaining power and reduce costs of operation. 
Mien a large number of farmers are selling their prcduct 
individually in a small quantity the market (price) tends to 
be controlled by bu3̂ rs because no individual small farnsr 
can control the market. But vice versa when a large quantity 
of produce is  collected in the hand of an F .A ., this w ill 
enable the F.A. to influence the martet (price) because the

- 9 -
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association can adjust the supply of farm produce to some 
extent. At the same time a large quantity of co-operative 
selling can reduce the cost of marketing especially f r e i ^ t  
charges.

4. Planned shipment: -•

1/Vherever possible the agricultural produce collected in the 
F.A. should be sold to the market according to the plan made 
which was based on the market demand. This w ill help stabilise  
the market price and avoid possible f a l l  in price caused by 
a large quantity of supply* By malcing use of their store and 
ware-houses the F. A.s are in a better position to carry out 
the planned shipiTsnt. The above-mentioned plan should be 
adequately incorporated in the F.A. annual service plan and 
budget including l)  items of crops, 2) volume, 3) capital,
4) income and expenses, etc.

5. Good use of organisation system;-

F.A.s are to be organised systematically from grass-roots up 
to Federal F.A. on three levels. l/Jhen the higher level F.A.s 
are organised the three level F. A. s should be closely linked 
together so that marketing of farm produce can be carried out 
in large quantities thereby the bargaining power is  strengthened 
and the efficiency of marketing can be improved.

In addition, the area F.A.s should make good use of 
small agricultural units to linlc tiie members and the F.A, 
closer for efficient operation of marketing.

6. Uniformity of quality and stand ard:-

When the quality and standard of agricultural products are 
p roperljr unified they can be sold at better price than when 
they are not standardised. In marketing of farm products 
the F.A. should use adequate fa c ilitie s  to sort and grade 
properly the goods so as to unify their quality and standard,

7. Co-oper ative marke ting: -

The method of co-operative marketing, especially pooling 
system, should be encouraged so that the F.A. could assure 
farmers more stabilised price and protect them from possible 
losses caused by accident or unfair trade practices of 
merchants.

- 10 -
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8, Sufficient capital fcr adequate fa c ilit ie s s -

In order to be able to function properly and advantageously 
in marketing service an F.A. must have sufficient capital 
to equip its e lf  with adequate marketing fa c ilitie s  for drying, 
grading, weighing, delivering, storing, etc. In addition, an 
adequate amount of capital is needed as revolving fund. These 
require a sizable amount of money. The long-term investment 
such as purchase of store, ware-house, heavy machine and 
fa c ilit ie s  should be financed with F.A, own capital which 
is  low cost fund derived from members' capital stocks or 
business earning, etc.

9. Understanding of members' needs

Marketing service rendered by an F.A. must neet the needs of 
members, or otherwise such a service w ill result in failure. 
The F.A. staff should understand the existing conditions of 
both agricultural production and individual faming in the 
area. This would help the F.A. in making a decision as to 
what should be done. In determining lAjiat and how to market 
members produce the F.A. should talce in consideration the 
needs of majority members and the limited capability of F.A, 
in terms of man-power, financing, techniques and fa c ilit ie s , 
etc,

10, Members’ education for understanding support

Without members understanding and active participation the 
F.A. marketing programme has l i t t le  chance of success and 
such an understanding aM co-operation can be promoted 
throu^ educational method. I t  is  necessary, therefore, 
for the F.A. to spread the universal education on marketing 
programi-ne among the farmer-members to enable them fully  
understand the benefit of co-operative marketing and the 
required knowledge and techniques of the programme.

VIII. D ifficulties

While the farmers' association starts carrying out the.'
co-operative marketing, the following difficu lties may be
met for improvement and solution:

(l)  Farmers have not gained thorough understanding of the 
market demand and do not response precisely to the 
actual needs.

-  11 -
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(2) Sectionelism of the relevant institutions sometimes 
retard the development of this prograiiimei

(3) Shortage of operational capital to finance and purchase 
fa c ilitie s  necessary for co-operative marketing,

(4) Co -operative marteting involves different technical 
problems such as sorting, grading, inspecting, trans­
porting, etc, and the farmers' association's employees 
may consider i t  too d ifficu lt a task to tackle.

(5) In carrying out their marketing service to protect 
members* interest the F.A.s w ill feel acutely that the 
existence of strong economic influence of private 
merchants including middlemen, shop-keepers, m illers, who 
are already deeply rooted in rural area, cannot be dis­
regarded.

- 12 -

Department of Agriculture, 
Kuala Lumpur,
8th May, 1969.
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(Farmers' Association 'Eraining Material)

"Jr
Purchasing Service 

by

Liao Hsing Chia

I . What F.A. Purchasing Service Means

An activity of providing members with production inputs, daily
necessities and ^rvices to enable them to operate their farming
as well as living efficien tly  and advantageously.

II , Objectives

1. To supply members with goods of reliable quality at fair prices.

2. To reduce the cost of farming operation of members.

3. To improve tlie bargaining position of fariisrs.

To increase farm production and improve the standard of farming 
and living conditions of the members.

III . Outstanding Characteristics

1. The members of farmers' association are both tte owners and 
users of the service. By joining i\'ith their F.A. , they unite 
and co-operate with each other to provide themselves with 
skilled purchasing agency to purchase in bulk production 
inputs and daily necessities demanded by present day farming, 
Tliis purchasing activities w ill improve the process of 
circulation of production inputs and lower their prices 
thereby cost of farming can be reduce.

2. Although the F.A. is  a non-profit organization, i t  is bound 
to create more profit by saving opei-ational costs. Most 
margins above the cost of operation are to be returned to the 
members in' the form of extension service and patronage refunds 
in proportion to the amount of business they did with the F.A.

3. Being a multi-purpose organization, the farmers' association 
can operate its  purchasing service more effectively tlirougli 
close co-ordination with other services such as credit, 
extension and marketing, etc. as followings

This paper is a revised version of the f ir s t  paper on 
"Purchasing Service", a F.A. training material prepared 
by Liao Hsing Chia, 1966.
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(1) Credit:

(a) Negotiating with credit section for making loans 
to economic section for revolving purpose.

(b) Instead of carrying cash, members may pay for goods 
he bought by drawing from their deposit accounts in 
the credit section.

(c) Members may borrow money (loan) from credit section 
for purchasing goods from economic section.

(2) Agriciiltural Extension:

Co-operating with extension section for providing members 
with guidance and advice on what and how much to buy from 
economic section in connection with their farming. Economic 
section also decides what types and quantity of production 
inputs to purchase in consultation with extension section,

(3) Marketing:

Co-ordinating with marketing service in determining the 
kind.s of goods, such as quality-proof seeds, feeds, etc. 
to supply to members so to chime in with marketing 
progrsmme.

4 . The distance of goods-supply-channel can be shortened so that 
the iiitermidiary profiteering (exploitation) can be reduced to 
a minimum.

5. The performance of F.A. purchasing service can create competi­
tion among the se lle r 's  market and thus protect the members 
from monopolistic price.

IV. Operating Principles

1. Goods arranged and supplied by the F.A, should meet the real 

need of the members.

2. The quality of goods must be dependable and the price must
be reasonable. One price system is  usually adopted to win
confidence of the members.

3. Purchase the goods in large quantity to reduce the costs of
retailing. Sufficient volume of business also brings the 
usual handling margins to pay for the operations of the F.A.

4 . Cash trading -  i t  imp3j.es no risk of losses from credit.
Furthermore, the interest on capital is  reduced to a minimum 
and reduce the amount of book-keeping,

- 2 -
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5. Sufficient capital should be provided from members' ownership 
capital furnished by the members.

6. The F.A. operates on the income from its  service charges.
But i t  must try to save expenses in order to reduce the 
charge as lower as possible.

7- The supplies store must be located at a convenient point,

8. In the in itia l stage the F.A. should not handle too many 
items of merchandise. A limited number of kinds and types 
of goods should be carefully selected taking into considera­
tion the needs of members and. the iTiarket condition. In the 
beginning, when the man-power, e^cperience, and capital of 
the F.A. are s t i l l  very limited merchandise should be limited 
to production materials onlj?-. By emphasising more on the 
supplying of production inputs rather than daily necessities 
the F.A. would establish its  unique character of purchasing 
service,

V, Kinds of Goods

Goods handled for purchasing service may be classified into two
categories:-

1. Production materials, which are for farming operation purposes 
including feeds, seeds, fe rtiliz e r , pesticides, farm tools 
farm machineries of small size such as power t i lle r s , etc,

2, Daily necessities, which are for dai.ly needs including food, 
groceries, household supplies and general merchandise,

VI. Operating Types

1. Self-initiated:

Services are initiated by the farmers' association its e lf .
The F.A. purchases and se lls  goods to members on its  own 
re spons ib ility ,

2, Consigned:

Goods or services for members (or non-members) are consigned 
by the government or private agencies on commission basis,

VII. Method

1. Purchase:

The association purchases goods on its  own responsibility  
and se ll them to members on a profit basis. The F.A. deter­
mines prices based on the cost, margin  ̂ and the prevailing 
markst price,
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4. Quantity discounts are sometimes permitted to members who 
make large purchases of a commodity.

IX. Gross Profit

1. Merchandise turnover ratio

n ____________________ Cost of Sales_________________  x 100
Average stocks per month = (stock,
Jan.l + stock, ends of every month) x 1

13

This ratio is  used to measure the number of turnover of 
merchandise stocks in a fisca l year. Ordinarily, as the 
number of turnover increases, the cost per unit of goods 
handled decreases. and the business profit obtained from 
the service increases. For the F.A. a goal of l,20G^o or 
one turnover per month should be expected to achieve.

2. Gross profit ratio

= IncoiTg from Sales -  Cost of Sales x lOO 
Cost of Sales

This ratio is  used to measiure the rate of gross profit from 
purchasing or marketing business. Ordinarily, as the volume 
of business increases, the gross profit per unit of goods 
handled increases too because the cost of sales per unit 
decreases due to a large quantity of purchase. In purchasing 
business, the associations should make every effort to 
increase the business volume on one hand and on the other, 
also maintain reasonable gross profit ratio so that the 
margin may cover operating expenses. V\ihen gross profit 
ratio is too small, operations are inefficient. In order 
to attain high efficiency of operations, F.A, s have to, 
on one hand, reduce the service charge (margin) to the 
lowest possible.and increase business volume/number of 
merchaixlise turnover to obtain higher profit on the other.
To do thls-^F*.A»s .should do evexty. .efforts -to -save- their 
service costs to the lowest possible, especially the costs 
of labour and personnel hired.
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X,

1. Investigation;

Farmers' associations investigate the members' seasonal 
requirements of various goods in each small agricultural 
unit for assessing the kinds of goods, total quantity or 
volume and quality desired,
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2. Subscription (order in advance):

The members order in advance kinds and quantity of production 
supplies or daily necessities from their area F.A. s. The area 
F.A.s in turn subscribe for the goods from the higher level 
F.A. or from private firms. This irethod vjill enable the F.A.
to make a proper plan to purchase and supply goods as planned
so that the trade with merchants is done favourably in terms 
of price quality,and expenses. '̂ iTis is  usually done on 
coimiission basis.

3. Pooling system (joint calculation of price):

Members order specific kind of goods from the F.A. in advance
■without any condition on price. The price per unit of the 
goods is  determined by dividing total cost (direct cost + 
indirect cost) of goods purchased dioring a certain period 
with total quantity, thus members (orderers) w ill pay 
average price of the goods. The F.A. provides this service 
on commission basis.

VIII. Price Policy

1. Price = direct cost + indirect cost (overhead expenses)
+ margin.

2. As a whole, the prices of goods handled by F.A.s are not 
always cheaper than those handled by merchants. But one 
very noticeable advantage of the F.A.s purchasing service 
is that they provide the members with dependable quality 
and acceptable price which can convince members to patronize 
them.

3. In any case, existing (market) price being charged for goods 
compared with price available under the F.A. is  a paramount 
factor. In determining the price, ttere are three kinds of 
policies for the F.A.s to follow:-

(1) High price policy -  the price is  higher than current 
(market) price.

(2) Current (market) price policy -  follow the current 
price to avoid price wars.

(3 ) Low price policy -  the price is  lower than current 
price.

As a general policy the price margin established by F.A.s 
should be narrower than the one prevailing in the market,

“ 4 -
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2, Negotiating:

The association contacts reliable and sincere manufacturers 
or firms for negotiating and making decision on the quantity, 
quality, prices and other commercial terms for the purchase 
of goods. When the higher levels F,A.s are organized, this 
■will be tiie responsibility of the State or Federal F.A.

3, Planning:

Using the data and information collected from survey the 
association, considering peak season and dull season, malces 
an overall plan for each month and year of implementation.

4. Orders:

Eased on the monthly plan, the F.A. orders goods from the 
contracted manufacturers or firms for the succeeding month,

5. Arrival of shipment:

On arrival of the shipment from the manufacturer, the associa­
tion Inspects the goods to see i f  there is any shortage or 
damage. Claims, i f  any, are immediately sent to the firm for 
further action.

6, Delivery:

For the convenience of the members, F.A. may, i f  possible, 
f-urnish a small size of vehicle for delivering the ordered 
goods to the orderers' home. The sale proceeds and the 
orders for next period are collected by the F.A. personnel 
at the saiiB time. Regular date for such delivery should be 
arranged by the F.A. before hand.

7. Payment:

Payment to the manufacturer is  made' according to the terras.

XII. Difficulties ”

In conducting the co-operative purchasing service, the following 
d ifficu lties may be encounted by the F.A.

(1) Farmers' bargaining position is s t i l l  irteak because at
present the number of F.A.s properly organised'is stLll 
limited, the organisational structure of the three level
F. A. s is  not yet completed and that few members thoroughly 
understand and support the association purchasing services.

(2) Competition with other merchants and shop-keepers.

(3) Shortage of operational capital.

(4) Shortage of well-trained and e^q^erienced staff.

- 6 -
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XII. Wavs for the Irmarovement

1. Repetitive use of educational rxBthod should be applied to 
members to convince them of the benefit of co-operative 
purchasing through the farmers' association.

2. The method of "guided purchasing" should be adopted. The 
F.A. purchasing service should not only to supply members 
with goods they need but also should provide them with 
proper guidance and advisory service regarding to what
to buy and how to effectively use the goods. To do this 
a close collaboration between economic and extension 
section is  essential to linic production projects and 
supplying service together. For example, a fertiliser  
suppljd.ng service of economic section is carried out in 
conjunction with fertiliser extension scheme of extension 
section. The same principle applies to the supplying of 
daily necessities,

3. The staff members of F. A.s should be sufficiently trained
on the Imowledge and techniques of purchasing service.

4. In order to have the F.A. staff gain more experiences on
business operation and strengthen their business fmdation, 
the F.A,s should be given more opportunities to undertake 
more of government consignment scrvice such as handling of 
government fertilisers subsidy scheme, purchasing and 
supplying of planting materials, etc. on commission basis. 
This would also give the F. A. s better assurance of making 
profit,

5. Malcing good use of F.A. organisation system is another
important factor to lead the purchasing service a success 
because of strong bargaining power that comes from the firm 
unification and close co-operatLon of the three levels 
farmers' associations. In principle, the lower level F.A. 
should purchase goods througli the higher level F.A. and 
the business plan of the higher level F.A. should be made 
based on that of lower level F.A.s.

The system of small agricultural unit should be 
adequately used. With the assistance of chiefs of S.A.U. 
and the use of organisation approach, the F.A. can spread 
its  service closer to members for better promotion of 
purchasing service.

- 7 “
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6, Vk'hen the volume or quantity of a certain kind of merchandise 
demanded by members is  sufficient enough to allow an P. A. to 
set up a plant or factory to econoitiically produce the merchan­
dise this could be one of the most effective ways for the 
F.A. to do so. Since the HBrchandise is  produced and supplied 
more economically by the F.A. or F.A.s themselves, the F.A. 
can be in a better position not only to influence the market 
price of the merchandise but also assure the nembers the 
availability and dependable quality of the merchandise.
In setting up a plant, however, the F.A. must take into 
consideration the problem of capital, production teclmiques, 
personnel, management, etc.
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