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ARSTRACT

The growing importance of the small farm sector in raising agricultural
productivity and farm income is well recognised today. Achieving higher
tevels of production depends, amongst others, on evolving suitable
production programmes that are capable of securing the effective
participation of the multitude of small farmers and improving the
distribution and delivery mechanisms of modern farm inputs and services.
The group replanting approach adopted by the Rubber Industry Smallholder
Development Authority (RISDA) within the framework of its mini.estate
concept seems capable of realisina this objective. First introduced

in 1979 as a strategy to spearhead the overall modernisation and
development of the smallholder sector, the concept appears capable of
offering several advantages of fairly large-scale operations that are
conducive to increased production within a system of individual small
rubber holding, and without invglving high cap1ta1 investment or
sophosticated manaqer1a1 and’ erqanasatﬁqqal arranqements. Drawing

from the exper1ence ' ghiinéd so Far it has. been ‘demonstrated that

the m1n1—estate approach can help to. gfve a greater sense of strength.
and payt1c1pat10n to member smallholders and can even motivate them
towards achieving ‘higher results. HMore significant perhaps, is the
impact of group replanting on the smallholder population as a whole
in"providing them withi'a forum to discuss and find collective

‘solutions to their farming problems.




OBJECTIVE OF PAPER

1. The objective of this paper is to highlight the significance of

group farming in rubber replanting under the mini estate concept which could
be adopted by rubber smallholders cooperatives with the view of increasing
production and productivity of rubber smallholdings in ialaysia.

INTRODUCTION

Z. There is a growing realisation today that organised group or
collective action has tremendous potential for improving the productivity
levels and income of the small-farmer population of the developing
countries. In most of these countries the production of a wide range

of agricultural commodities is essentially in the hands of the small

farm sector. The attempts these countries have made to increase the
productivity and income levels of the vast majority of the small
individually operated farms have, in many cases. given unsatisfactory
results since most of them were not reached by the programmes so designed.
Organised group action as is currently being undertaken by the Rubber
Industry Smallholder Development Authority (RISDA) under its mini-estate
or collective replanting concept appears to be capable of offering a
suitable production and management organisation that can assist to
improve the production levels of vubber smallholders, not only by
realising the benefits accruing from large-scale operation but also

by creating new production forces and possibilities in a situation



of ¢:all and scattered individual heidines. froun action narticudapely

through cooneratives has thus a strona notential of stepping up technelogice
development in agriculture, at least in the smallholder sector, by providinc

a more efficient framework for the distribution and delivery of various
services and modern farm inputs for agricultural production., The
expansion of external linkages of the cooperative farming approach in
agricu1tura1 development along this direction would eventually increase
its potential impact on the agr%culture sector as a whole, enabling more
and more of the hitherto individual farmers to participate more fully in
the‘development process.

3. The present agrarian structure of lialaysia is characterised

by a dominant small farm sector managed by small-farmers and a highly
developed plantation sector managed and operated largely by private
estate corporations. Mhile the estates generally run on modern scientific
lines, well served with infrastructure facilities, the smallholider sector
had long been characterised by landlessness, fragmentation, uneconomic
sizes of holdings, and related unfavourable tenurial arrangements such

as absentee ownership, joint ownership and share tenancy. In addition,
the small farm sector is beset with other problems like a lack of readily
available capital, difficulties in obtaining the necessary agricultural
inputs, etc. As a consequence, the productivity and income levels of
the small farm sector have remained low. Because of these problems the
small farm sector cannot make use of the technological innovations and
mechanisation for improving production as in the plantation type
operations. Small farm plots, more often than not, scattered in the
village area, impede the introduction of modern production techniques

and reduce the efficiency of the available labour. The marketing of

the products of small farms is usually performed by dealers and
middlemen who often provide the small farmers with the necessary credit.
In most cases too the capital inputs of small farms are not sufficient
to utilise fully the other resources and to reach the potential
productivity. Thus, economic and technical factors set constraints on
the income of small farmers. In view of these restricting factors,

small farmers are unable to participate in the progress made by the

-
i



larger holdings and estates,

£, Fortunately, the rroblems of the swall farm sector have received
the attention of the government and several attemnts were made to raise
the produciivity and improve the socioc-economic status of the small
farmers. Package programmes ccvering technical and institutional innuts
including input subsidies, credit facilities, improved marketing and
processing facilities, etc., have been implemented. Although the
efforts by the government in this direction had some impact on the
small farmers in raising agricultural productivity (for instance, the
yield of rubber produced by the smallholder had increased from about
445 kg. per hectare in 1960 to 745 kg. per. hectare in 1970 and to
about 2,190 ko per. hectare in 1983), the expected breakthrough could
not be fully achieved owing to one reason or another. As a result, the
majority of the farmers were not in a position to participate in the
production process and to benefit from the various incentives and
services offered by the government. Thus, what seems essential and
appears practicable is to evolve appropriate production organisations
idealy in the form of smallhiolders cooperatives that are capable of
introducing efficient production technology within a system of individual
smallholdings. One way through which this cauld possibly be achieved
is through organised collective/group farming which has become
increasingly popular in some developing countries. Introducing
replanting on a group basis under the mini-estate strateqy forms part
and parcel of the overall effort to modernise and accelerate the rate
of development in the smallholder sector. The way in which such a
strategy is being implemented forms the central theme of this paper
but, prior to a detailed presentation being given, it may be useful
first to have some understanding of the dimension of the Halaysian
Rubber Industry and the rubber smailholder sector,



THL DILEGSIGNS OF THE SALAYSIAN RUBRER LJDUSTRY

5. Since the end of the First Yorld Har the LR industry has been
considered synonymous with trie prosperity of the country., The industry's
significance as one of the pillars of the cconomy is underlined by

the fact that rubber continues te be the largest contributor of the
agricultural sector's share to the cross expost earninas (one-ninth of
the total with rubber alone accounting for some one-third of the share

in agriculture, Table 1), provides employment to a very substantial
portion of the economically active population and occupies some 2.0
million hectgres or about &wo-thirds of the total land area under

agricultural crops.

6. With an output of some 1.5 million tonnes (Table 2) in 1982,
Malaysia is the source of supply of some 40% of the world's NR output.
It has been estimated that of the 2.0 million hectares under rubber

in lHalaysia, the estate sector accounts for some 482,400 hectares or
24% of the total planted area and smallholdinas 1.5 million hectares
or 76% of the total (Table 3).

7. Nevertheless, though iHalaysia is the largest supplier of NR, its
rubber-based industry is relatively small, sonsuming only about 58,500
tonnes or 4% of the total rubber produced in the country. In view of
this the government is determined to see that the domestic consumption
of KR for local manufacturing should increase to some 300,000 tonnes
or at least 10% of the KR production in the 1980s.

THE RUBBER SIMALLHOLDER SECTOR

3. Some three million people in Malaysia or about one-quarter of
the total population are today dependent directly or indirectly on
rubber smallholdings for their livelihood and welfare. Though the



smallicider sector ic responsible for producing nearly one-cuarter of
the world's «f ouinut, G0% of the country's production, and occupies
764 of the cultivated ares undey vrubber, yet the sector as a whole
constitutas the larcest aroup in noverty in the country. According
to the Hid-Term Review of Fourth ilalaysia Plan. there were 247,000
rubber smallholder housenclds in poverty in 1983, comprising 40%

of poverty househclds in agriculture and 35% of poverty households
nationally. The incidence of poverty amona this group has been

estimated at 61%. (Table 4)

9. Traditiona]ly, the term ‘smallholding' has been used to

refer to an area planted with rubber totalling not more than 40
hectares, contigous or noncontigous, and under a single leqal
ownership., In practice, however, more than four-fifths of the
smallholdings are below 4 hectares in sizr, with a medium figure
ranging from 1.2 to 3.2 hectares. The registration records of
smallholdings compiled by RISDA support these figures in that some
90% of the total applications registered are less than 4 hectares

in size, 6% between 4 and 6 hectares, 3% between 6 and 12 hectares
and only 1% exceeds 12 hectares (Table 5). Of those with less

than 4 hectares, the majority (62%) have holdings of less than

2 hectares, comprising mainly those uneconomic holdings with
extremely Tow productivity. This compares unfavourably with a 4
hectare holding lot which is generally accepted as being economically
viable, and hence above the poverty line. Statistics indicate

the magnitude of the smallholder problem that RISDA and other
development oriented agencies are facing in the attempt to accelerate
agricuitural development in the country.

10. Rubber smallholdings in Peninsular Malaysia are not a homogeneous
group in that three main categories can be indentified viz, the
scattered, unorganized individual holdings that are the main concern of
RISDA:; organized haldings in land development schemes and holdings
fragmented from estates. The characteristics profiles of each of



the categories of haolding within the smallholder sector may range from
a farmer engagine in uneconomic holdings with 0.8 hectare of rubber
iand and another 0.8 hectare of mixed crop land {mainly paddy of
horticulture}, to an absentee landlord residing in the city or a
sharecropper, and to a Federal Land Develonment Authority (FELDA)
settler enjoying some of the advantages of an estate type environment.
Within this setting, the variations among smallholdings result

from a wide range of physical, economic and cultural factors, all

of which affect resource use. These in turn affect the present level
of productivity of resources, as well as the acceptability and
response to advanced innovations by smallholders. Such variability
in the smallholder sector is‘significant because variability
conditions response to programmes, the nature of the palnning process
and the administration and implementation procedures suitable to
accelerated agricultural development.

11.  The scattered individual holdings represent the largest
category within the smallholder sector. A substantial portion of
this category has been under individual or family owrership since
their original alienation. The variations in size are greatest in
this group, generally ranging from only a fraction of a hectare to
Just below 40 hectares. The characteristics of the ownership pattern
within this group are just as varied. While the majority operate
their own holdings, part-time, seasonal off-farm employment and
share cropping are not uncommon. In many of the smaller holdings,
including those made up of a number of parcel lots, rubber
cultivation is normally not the sole source of farm income,

12.  On the other hand, the aroanized holdings in land development
schemes were mainly developed since the 1950s by both Federal and State
Agencies to alleviate the plight of the rural landless. Holdings

here are more uniform in size, ranging from 3 to 4 hectares which
exceed the national registered average of 2.2 hectares,



13, The final categcry within the rubbcr smalinclder secior reiate
to those holdinas that were fragmented from large estates and this
comprise reiatively larce units, the maiority of which are owned

by the larger and rore pregressive smailholders and by the absentee

owners.

14. From the foregoing, it could be observed that within the
smallholder sector the average land area and ownership patterns

differ considerably. Unlike the individual holdings, the centralization
of holdings into cluster of settlements in land development schemes
such as those implemented by the Federal Land Development Authority
(FELDA) has facilitate the smallholders in this category to adopt
technological innovation faster than their counterparts on scattered
holdings. lhat is interesting to note is that the complexity of

the ownership pattern, differences in agronomic practices as well

as differences in managerial skills, financial and manpower resources,
have the effect of reinforcing and perpetuating variances in the
adoption and diffucion of preduction, processing and marketing modes.

15, In addition to the variations in the size of holdings and
ownership patterns (owner-operator, joint-operator, part-tenant, tenant
and absentee landlord), the yields obtained from the categories within
the smallholder sector also differ significantly. Uhile yields from -
the organised heldings in land development schemes and those fragmented
from estates approach those obtained in commercial estates, those
obtained from scattered holdings are only about 70% of the estates
yields.

16. From these hetereogeneous structural characteristics of rubber
smallholders, it is not difficult to visualize that their patterns
of farming, the problems faced as well as the rate of progress are
bound to vary considerably from one other. And if one superimposes
on these the large difference in the qualities of lands held by



them in different regions, in infrastructural developmert, procassing
and marketinag, in crop patterns, etc., these variations in patterns

of farming are likely to be further accentuated. These structural
heterecgeneities apise from a large number of social, historical and
natural factors such as the agrarian evolution of different recions,
soctal, cultural and political organization, land-labour ratio,
demographic patterns:'etc. These diversities are however influenced
by the competitive market mechanism which links all the small operating
units into a unifield agrarian system.

PROBLEMS FACED BY RUBBER SIMALLHOLDERS

17.  Although past attempts by the government to improve the socio-
economic condition cf the small farmers had some posi@ive results,

the expected breakthrough however could still not bé*ful]y realised.
The problem of poverty among a sizeable proportion of small farmers
continues to exist, as are structural inequalities in farm size and
tenure, ownership of means of production and material wealth upon
which the poverty is based. Various studies have indicated the

broad magnitudes and geographical spread of poverty and concluded that
poverty is essentially though not exclusively, a rural phenomenon. As
a socio-economic malaise, poverty is clésely related to employment
opportunities. Apart from a highly skewed income distribution and a
pervasive low level of productivity in the smallholder sector, the
failure to utilize fully the availeble labour force lies at the root
of the poverty problem. In the rural areas, this is due primarily to
the large numbers of people being seasonally unemployed and/or
underempioyed.

18. Within the smallholder sector, the problems of the rubber
smallholders have been generally diagnosed as small farm size, high
tenancy, fragmentation, lack of production credit, inadequate



infrastructure, low level of education, Tack of techrnical knownow etc.
However, it 1s apparent that thouch thesa problems may be common to
many smallholddénos, they may themselves be only accentuating factors
for the root problem is more specific depending on the crop and
locality. Some of the more specific and pervadina problems concerning
smallholders are summarized below:-

18.1 Small Farm Size in Scattered Locations

One of the major problems that has contributed to the
persistence of poverty among rubber smallholders is that
while the size distribution varies considerably, the
overhelming majority of operating units are small and
uneconomic averaging 2.2 hectares in size and providing
a means of subsistence to a substantial share of the
agricultural labour force. As indicated earlier, the
registration records of smallholdings compiled by the
Rubber Industry Smallholders Development Authority show
that some 20% of the total number registered are less
than 4 hectares in size , and out of which about 62%
possess holdinas of less than 2 hectares, comprising
mainly those uneconomic holdings with extremely 1ow
productivity. (Table 5). This characteristics
phenomenon of the paucity of the farm holdings is
compounded by the scatteredness and remoteness of many
of these holdings.

18.2 Increasing Pressure On Land

flembership in the family is between 5 and 7 and as the
family grew, the size of the farms did not increase
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cropovticna teiy.  This increase the pressure on
che Tanas cwned Su wine extent wiere it could not

srovide e family with sufficient income to
sustain it at the level above the poverty line.*

18.3 Uepieting Size of Farm Labour

Consequent to the above, effective labour tend to
move away from the rubber smallholdina to the
more lucractive industrial sector among the
bright city lights. that is Teft behind in

the villages are the very youna and the old.
Statistics indicate that the average age of ,
effective farm labour currently stands at
approximately 49 years old.

18.4 Low Educational Levels of Effective
Farm Labour

The average age of available farm labour which is

49 years old implies that this group was educated at

a time when Malaysia (then Malaya) was involved in

the second world war, a time of survival when education
was obviously not a priorty consideration .

* The fact of poverty is self evident in deficiencies
in absolute standards of living in terms of calorie
intake and nutrition levels, clothing, sanitation, health,
education and other socio-economic variables. As these
dificiencies are reflected to a large extent in income
levels, poverty in the country has been measured by comparing
absolute levels of household incomes with the required for
minimum nutritional and other non-food requirements of each
household to sustain a decent standard of living. This income
level has been estimated to be M$350.00 for a household of 5 members.
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18.5 Poor Upteke of Farm Tachnoloqy

bith a poorly educated labourforce, the rate of
technological diffusicn hecomes slow and conseguently
oroductivity on smaliholdins althoueh increased, was
not commensurate with notential.

18.6 Unorganised Smallholders

The smallholders are unorganised and thus cannot
integrate themselves to obtain the benefits of
economies of scaie when deveioping their lands,
purchasing inputs and marketing their produce.

18.7 Low Farmgate Prices

There is no coordination in input and output

and inevitably a gap emerges between the supply
and demand for smallholders' produce in terms of
aquantity, quality and consistency. The nett
result is low farm gate prices.

18.8 Low Farm Income

It has been estimated that the real income that

must be earned to sustain a person at a desired

level of well-being providing for food, shelter,
clothing, leisure, medical treatment, transportation
and investment is about M370.00 per person per

month. This adds up to approximately 11$5C0.00 per
month for a family of seven making a total of
M$6,000 per year. In contrast however, the potential
income from rubber based on current output or
productivity levels indicate that for a smallholder to
obtain 11$6,000.00 gross per year, he must own and
properly manage a farm the size of which is not less



g -

than £ hectaras at a Tavmgate price level of
i152.00 per kilogram of rubber (Refer to graph 1
and Table 6).

18.9 Decreasing Confidence in The Smallhclding
As K Primary Source of Income

Observations indicate a growing strength of evidence

to the effect that the confidence of the typical rubber
smallholder in the swallholding as a primary source of
income is waning. The effect is that many of the
smallholdings are now left unattended while the young
and able seek jobs in the towns and send home part

of their income to support aged parents and younger
members of the families in the smallholdings.

RISDA's INTEGRATED APPROACH TO IMPROVE SMALLHOLDER SECTOR

19. Established in 1973 as a development oriented agency entrusted
to serve and ensure the long-term competitiveness and viablity of the
rubber smallholder sector, it is the task of RISDA to effect a faster
rate of development and modernisation in the smallholder sector.
RISDA's main concern is to be associated with rubber as a commodity
in terms of increasing its production and marketability. An integrated
approach to development is essential if these small producers is to
be brought into the mainstream 6f the rubber industry, thereby
placing them in situations conducive to modernisation and change.
RISDA's programmes and activities which are currently being
implemented ynder this integrated development approach may be

summed up as having the following objectives.-

16.1 To ensure that all replanted rubber
land come to tapping status within a period
of not nore than 9% years from the start of

replanting.



1.2 To ensure that the yield or productivity
from rubber smalincldings is not less than 1,500
kilogram per hectare per annum.

1.3 To ensure that the quality of rubber
produced by smallinlders is at least equal
to grade 2 RSS.

19.4 To ensure that the price obtained by
rubber smallholders is fair.

19.5 To ensure that marginal smallholders
adopt ‘and implement farm systems practices to
increase farm productivity that will yield
income levels of not less than 19$500.00 per
month,

19.6 To ensure that rubber smallholders

operate in groups through cooperatives to

promote the utilization of available labour

and resources in farming as well as in rural
industralization activities. Rubber smallholders
cooperatives will also be utilized as sources

for the provision of production and consumer
credit, farm inputs, processing and marketing
services.

20. The activities carried out by RISDA to achieve the above
mentioned objectives are listed out as follows. ~
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el It is apparert {iat if an integrateu approacs o irmrove iz
smalinoiders is fo be successfully implemented, the need for an
effective system of transmittina new and useful technologies and
innovations into the smallholder sector wili be the utmost importance.
Tiiis is crucial because the dissemination and adoption of modern
agricultural and farm management practices depend greatly on the
transfer of such technologies in a manner and form that could be
easily received and understood by the smallholders. Mhile

it has been generally accepted that small individually operated
holdings seem to impede the speedier attainment of production goals,
through effective extension, holdings organised, operated and managed
on a group basis especially under the cooperative concept can be
instrumental in transmitting advanced technological/management

inputs emnating from research agencies to the organised smallhclders
on ¢ne hand and in representing smallholders' desires back to these
agencies on the othee. In short, the formation of smallholders
cooperative is the key ingredient for the overall development of
rubber smallholders sector.

FORMATION OF RUBBER SHALLHOLDERS COOPERATIVES

22. Group activities among the rubber smallholders were initiated
in the early sixties with the setting up of Group Processing Centres
where smallholders were able to process rubber latex into rubber
sheets using facilities that were available at the Group Processing
Centres, Based on the Group Processing Centres concept, the
Smallholders Development Centres were evolved where activities beyond
the processing and the sale of rubber could be carried out. The
smallholders Development Centres serve basically as nucleii of RISDA's
efforts to help modernise farm production, processing and marketing
of smallholders produce. These centres act as vital links between
smallholders and RISDA in chanelling support facilities like subsidies
and credit for intercropping, fertilizer, weedicides, latex stimulant



end oliner velevent inputs as well as farm implementis. As years
ao by toese Smallinolders Development Centres which were originaiiy
piannad {0 e ‘grovth cantres' began to function mere like small

cocperatives.

Z3. In late seventies T1S)7 believed that the time was richt to
take the concept of smalilholder Development Centre another major
step forward by organising these centres numbering about 2,700

units as the core of the nation wide smallholder cooperatives. This
helps to legalise and streamline the growth of aroup activités of

the members of SDC's, as well as ensures the uniformity or complementory
and supplementory growth of the individuel unit of the SDC's. An
effective organisation in the form of a cooperative’movement to

serve both members and non members would also broaden tremendously
the base for all such activities mentioned earlier with the distinct
advantage of having centrally planhed policies or programmes and
implementation strdtegies at national, state, district and even at
village levels. Active steps were taken by RISDA during the 3 year
period beginning from 1979 to 1952 to promote the formation of rubber
smallholders multipurpose cooperativetthroughoutPeninsular Halaysia.
To date, 63 rubber smallholders cooperatives have been registered
under the Cooperative Development Department of Malaysia, with a
total membership of about 48,400 smallholders and having a share
capital of M$2.56m and assets valued at 11$4.8m (Table 7) .

ORGANISATIONAL STRUCTURE OF SI'ALLHOLDERS COOPERATIVES

24, The Smallholder Development Centres within a district are

the edements which constitute the District multipurpose cooperatives.
The 63 societies registered todate are vertically organised at two
levels. Al1 the 62 district cooperatives are directly affliated to

the National Cooperative. The organisational structure of the District
Cooperatives is given in Chart 1 and the linkages between the District
Societies and the National Level is given is Chart 2. The two-tiered



cocprrativer s dews tooea to provide an ideal structure to implement

anvivities thaloavs TRle o0 cheive racpaciive levels.  Althouah
thie v ecvivit’as are datereirrzd, the samiristration and management
0 2acy individual coufeoative e both levels is indeperidernt of

eacn other

25. Hembership of the Districi societies is open to ail rubber
smallholders particulariy merhers of SDCs. Al1 District societies can
apply to become members of the National Society by paying the relevant
fees and paying the minimum shares specified.

26.  The management of the societies at both levels is in the hand of
rubber smallholders. They form the majority within the Board of
Directors who are elected at the Annuai General Meeting. However,
because of RISDA's mandated role in the development of rubber small-
holders, provision has been made in the by-laws of the societies to
allow RISDA to elect representatives to be in the District and National
Societies.

27. Being newly registered, all societies face difficulties in
employing professional staff to manage the societies. To overcome
this problem, RISDA has témporariiy posted quaiified officers with
experience in administration, finance, marketing, credit, production
etc., to the Board of Directors to manage their societies. This
assistance is a short term measure and will be withdrawn when the
cooperatives are firmly estalished and are able to finance the
intake of their own professional staff.

ACTIVITIES OF THE SHALLHOLDER CCOPERATIVES

28. Being societies of small rubber producers, the main objectives
of setting up of the cooperatives are to look into production, processing
and marketing problems of their members. As far as production and



Jxoﬁsséin? aye covcerped, rubber smallhelders in fialavsia are auite
Fortinats 0 12 cense that the majority of them receive

sevicuinurel doruts such as fertilizers, chemicals planting materials
=l anrictrturad imetenents free of charee under RISDA's subsidy
Scrhame, Processino faciiities such as mangles, coagulating tanks,
formic acid and smoka houses ave alsc provided free at the SDCs

for all smallholders to use. Thus, as far as distribution of
agricultural inputs and provision of agricultural credits are concerned,
there is Tittle scope for smallholders cooperatives to be heavily
involved with at this juncture. Thus., many of the cooperatives are
engaged in other development activities such as rubber marketing,
undertaking group replanting, contract works on mini-estates, housing
development ,consumer activities and supply of agricultural production
inputs to smallholders who do not quality for the government subsidies.

29, Though still at their infancy stage, the district societies
are now heavily involved in rubber marketing. Annual business turn-
over in this field is estimated to be in the region of M$50 million.
Agricultural contract works, undertaken by smallholders cooperatives
especially in mini-estate development to date amount to a total of
about #$6 million.

30. The success of smallholders cooperatives todate, though all

are still at their infancy stage, reflect the ability of rubber
smallholders to pool their scarce resources of skill and funds to attain
a common objective.

SIGNIFICANCE OF GROUP FARMING UNDER THE MINI ESTATE CONCEPT
AS A STRATEGY FOR INCREASING PRODUCTION AND PRODUCTIVITY
OF SMALLHOLDINGS

Concept and Objective

31. Collective replanting strategy organised under the mini-estate
concept was first initiated in 1979 as yet another positive means of



cunplementing efforts at increasing the procuctivity of rubber
sr.alltioldings. The concept represents ar evoluationary aporoach

that seexs to incorporate the basic elements cf estate type

management into smallinclder farm development. FPRased on evidence
gathered tirough its constant and close rapport with the smallholders,
RISDA nas managed to identify a substantia! number of ‘hard-core' or
difficult smallholders who, it feels, are compietely incapable of
managing their resources in anything like an optimum sense. It is
assentially because of this lack of management ability and skills
among certain smallholders such as the aged, widowed, absentee ouwners,
etc., coupled with the various reasons that prevent them from managing
their holdings properly, that has prompted RISDA te introduce group
farming under the mini-estate concept as an additional avenue for
facilitating the active participation of these smallholders in
increasing rubber production.

32. Replanting on a mini-estate basis has two principal objectives,
these being to raise yields and to reduce poverty. Though the
incidence of poverty among rubber smallholders has declined from

about 65% in 1970 to 40% in 1980, they still constitute the largest
group in poverty in the country. While the Malaysian government has
introduced various incentives including the recent increase in the
replanting grant from $2965 per hectare to $5436 per hectare as well
as various subsidies under the Dynamic Production Policy, the response
from the hardcore poverty group has been poor due to their reluctance
to forgo current incomes and other conditions not within their contrel.

Increasing Agricultural Productivity Throuah
Transfer of Technology

33. The mini-estate strategy is based on the concept of providing
a package deal to member smallholders. Apart from developing
smallholders' lands and planting with crops such as rubber and oil
palm, other activities also include the establishment of physical
and institutional infrastructures conducive to both the economic



end 3ocizt weil.ueing of the smailhclders. The strateay has the

“pet owrpese of steenotieninn smallholder farm production and
vavanement gngrationg, ﬁwaﬁt from faciiitatina the adention of
sgricultural fnpnovativn that bas a high potential for raisiﬂg
rroductivity, the nreraration and implementation of a common
nrogramme of oparaticns and improved practices under effective
extension advice would enabie member smallholders ©o kadopt

improved agricultural practices. Resistence to innovations would

be less pronounced when the majority of the smallholders organised

in a mini-estate decide on the implementation of a common production
programme. The productivity implications of group production are
thus very considerable as the entire group would adopt a package

of improved practiees to undertake a common replanting or intercropping
programme. The extreme inéqua]ities in productivity found among
individual smallholdings could therefore be reduced when the group as
a whole adopts the same agronomic and management practices. The result
is an overall increase in production and productivity. Such an
increase will also have a direct effect on the smallholders operating
in the vicinity. This is because while disseminating advanced
technology to member smallholders in the mini-estate, smallholder

in the periphery will also enjoy what can be termed as 'technological
spillovers' as these will alter the physical production possibi]itiés
of the smallholders insofar as increased productivity can be assured
by the adoption of new improved technology to raise yield. In other
words, the establishment of mini-estate has demonstration effect

in that replanting successfully carried out on a collective basis
may serve to motivate other non-member smallholder to eventually
participate in the programme. This will have the ultimate effect

of pushing the production possibility frontier further outwards.

Integrated llarketing System

34. In addition, replanting operated and managed under the
mini-estate concept can also increase the marketing capability
of participants. The agreement by member smallholders to amalgamate



their lends for devalopmz-t on a fairly large contigucus scale

will make 31 vossible to produce reiatively laraer quantities of

ak
agricultural piroduce (for example, bananas, groundnuts.

pineagpie, ete., from aroup intercropping) of uniform variety

and standard, thus ensuiic a vavourable bargaining position in
rarketing.,  This will overcome the preblem of introducing new

crops or the cuitivation of intercrops by individual smallholders .
in an isolated manner, the cuitivation of which will be difficult mainly

because of the marketing problems.

Cost Reduction

35. Group activities organised under the mini-estate concept
nas also enabled member smallholders to obtain their requirements
sucin as grants, subsidies, credits, agricultural inputs, etc.,
more effectively through the institutions or government agencies
involved, with the restkt that every smallholder in the group will
be able to obtain a fairly uniform yield. Certain items of cost
can also be reduced through grour action. Group transport of
fertilisers and agrochemicals, group provision of agricultural
implements and other related activities will make it the more
feasible to reduce production and administrative costs. Further,
group action by smallholders in mini-estate will enable them to
secure better services from RISDA since they can act as a collective
group in time of need.

Effective Delivery and Receiving Hechanism

36. Through group activity, government agencies will also find
it easier to deal more effectively with groups of smallholders than
with individually scattered holdings. The extension officer will
ber able to render better service and to contact more smallholders
when they are organised in mini-estates rather than have to deal
with a multitude of individuals, thus resulting in a more effective

delivery- and receiving mechanism.



settes Htiliratien and Nenioyment of Farm Labour

37, A greatar co-operation exhibited by participants in mini-estates
101 facilitete a vettzsr utilisation of available resources, for
example, Tabour. Tnouch e collective replanting strateqy will not
uring about major alterations in the land-labour ratio in the
holdings, the employment implications are quite considerable. The
uniforin adoption of improved aaronomic practices by participants
will result in increased labour application (replanting, weeding,
land preparation, etc., are very labour intensive tasks which

may be beyond the capacity of some smallholders to perform
individually). On the whole, the collective replanting approach
through mini-estates has a valuable contribution to make in reducing
the problem of acute under-utilisation of labour in some rubber
smallholdings. Furthermore, since pooled holdings would not

require as many smallholders to tend them as the individual parcels
they were previously tending, this would free some of them to take
up other occupations offering better incomes. The Tabour thus saved
consequent upon the amalgamation of land resources can contribute

to the expansion of farming scales and/or the diversification of
farming operations. For instance, if the participants in a mini-
estate engaged in rubber monoculture desire to diversify and
introduce new activities such as livestock or poultry raising,

or aquaculture, etc., the mini-estate strategy would be able to
expedite this since the joint col1aboratf0n in farming operations
would free some smallholders specifically for such purposes. Thus
the concept besides resulting in a more rational deployment of
labour on the holdings would alsoc, at the same time, result in a
better monilisation of participants to work in the mini-estates so
established, whether on their own lots or on others, thereby meeting
the objective 6f providing gainful employment. This collaborative
effort by participants is particularly important in areas faced with
the problem of labour shortage.
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Imoroving Smallhoiders Skill and Mznagement Capebility

30, Vit annother advantage of replanting organised under the min’-
concept is the provision of an additional avenue for the training
of rubber smallholders on the schemes. In learnina new methods

of improved crop husbandry, improved agronomic practices, eic.,
sarticipants as workers in the estates are in actual fact eauipping
themselves with a view to developing their capacities in such a

manner that a more rapid rate of technological progress and of
innovation becomes feasible. This is because it has been incerporated
under the mini estate concept a built-in training-oriented mechanism
through which on-the-spot instructural techniques are given to
participants. It is the intention of RISDA as an extension agency

to impart new ideas and methods to an increasing number of participants
who will be able to stand on their own feet when RISDA extension

and supervisony personnels pull out from the estates once the loan has

been paid in full,

Promotion of Growth Centres

39. The development of mini-estate on vacant lands has resulted
in group of people moving into hitherto uncultivated and undeveloped
areas creating in the process new communities which have potential
for further development into pockets of production and growth
centres. It is envisaged that such centres once established will
have increasing links with the surroundings areas and bringing
advantages to them. The feasibility of integrating these areas with
the mini-estates has opened the potential of increasing their impact
as agents of change.

Summary of Advantages

40. From the foregoing, it can be observed that the activities
pursued under the mini-estate concept are essentially directed
towards the promotion among participants of an interest in scientific



farmire, the use of modevr techniques in farm management, the
organising ahd rurining of small enterprises on business lines, and
tie development of cooperative approach to agriculturai development.
Tie aim of the strategy is not only to make the maximum use of the
smallholding resources but also to make the participants aware of
their own potential and capacity to solve their probiems. As a
strategy to accelerate the rate of repianting, the mini-estate
concept has several distinct advantages over those that are
individually operated. In sum, the concept is seen to:-

40.1 Enhance group interaction and effect leadership
development which is an integral part to human
resource and community development.

43,2 Lead to faster achievement of the cooperative
spirit among participants.

40.3 Create a beneficial long-lasting impact on
participants in terms of enhanced income, commercial
operation and the utilisation of modern agricultural
practices.

40.4, Accelerate the diffusion of farm technoiogy
and innovation for the purpose of upgrading rubber
yield through the adoption and use of modern
scientific culturai practices.

40.5 Help improve rates of repayment of agricultural
loans.

40.6 Increase market orientation of farming
activities notably in the procurement of inputs
and marketing of products.



40.7 Create greater emnloymant opportunities on
tue holdings as well as to result in more rational
depdoyment of labour utilisation

4G.8 Hake feasible planned and co-crdinated
production prograrme and

40.9 Integrate the scheme so established with
neighbouring areas through the various linkages
with a view to increasing overall rubber production.

41. The curreht focus of using mini-estate to spearhead smallholder
development is reflected in the progressive increase in the area
replanted under the oncept from 1982 ha in 1979, to 31,620 ha as

at end of April, 1984. A1l in all, some 273 mini-estates have

been established in all states in Peninsular falaysia. (Table 8)

A total of 15,899 smallholders have registered themselves as
participants of the schemes whose sizes range from only about 24 ha
to some well over 300 ha. This upward shift towards greater
collectivisation of the smallholder activity from individual
replanting to group replanting on a mini-estate basis becomes

more meaningful when one examines the advantages of such a

strategy under the frame work described above. In particular,

the mini-estate strategy has, as its central focus, the need

to redress the poverty issue by raising smallholder productivity
from the current 340 kg. per hectare per annum in some areas to

as high as 1,600 kg. per hectare per annum after replanting.

This would narrow the wide gap presently existing between
smallholder and estate yields.

MODUS OPERANDI OF MINI-ESTATE

42. The operation and management under the mini-estate arrangement
is carried out by RISDA through a Committee specifically set up for



such purncse.  The commitiee comprises severn menmbers it two
officers representing RISDA and five members sedected “rop the
particinant themselves. Under tiis set-up, the rarlanting nrant

for whicn the particicants are eligibie ar2 pooled for the purpose
of defraying the costa of develcpmant, formally this i¢ done by
appointing a contractor (in many cases, it is the smallholders
cooperatives) who does the heavy work from felling, clearing, land
preparation right up to the pdanting stage. Preferénce, however,

is given to participants who may wish to be employed as hired labour

in maintenance and the general upkeep of the consolidated holdings.

43, In addition to financing replanting and maintenance directly
from the rubber replanting grant, RISDA also provides interest-free
consumption loan ranging from M$60- $100 per month per family to
the participants under the recently launched Replanting Incentives
Scheme (SEPEITAS) over the immaturity period.

44, Participants of mini-estates are grouped under two categories,
namely, those with holdings under rubber and who are eligible for

the replanting grant, and those who have vacant land the development
of which is funded solely from credit provided by the Agricultural
Bank. For such holdings to be operable, whether on current old
rubber Tand or on new land, a contiguous area is required. The
participants are required to sign an agreement with RISDA enabling it
to undertake the tasks of developing and managing their holdings.
However there is no change in the ownership of the land as the titles
remain with the participants. RISDA, nevertheless, requires a
contractual agreement to ensure that the land will not be sold or

its ownership transferred until its investment outlay on the
mini-estates as well as the loans are repaid in full., The

agreement to caveat the narticipants' lands to RISDA to develop

will have the potential of eleviatingtheir production capacity to
that level expected from commercial estate operations. It is
envisaged that addition to an expected increase in net income in the



future following replanting, the participants are also assurad
of & minimur subsistence income for about six vears before their
treey maturs throuch the loan scheme described eaviier. The
repayment of the loah and other credit facilities provided is

exjpectad toa take about ten to fifteen years.

45, It is to be noted that though in essence RISDA plays a
crucial role in the planning, financing and administration of

the schemes besides providing the development costs for infrastructure’
and other amenities, the actual overall operation and management
of these schemes is entrusted to the seven-member Committee. At
the ground level RISDA appoints a manager to supervise the schemes
established. The Committee is responsible for undertaking or
arrange to undertake the supply of production inputs (fertilisers
chemicals, etf.) and agricultural implements tc participants, as
well as to arrange marketing and extension services. The
participants on their part will have to agree to adhere strictly
to a cultivation calendar which specified the operations to be
performed by themselves or through the contractor appointed for
such purpose. Participants will also have to abide to the rules
and regulations 1aid down by RISDA.

PROBLEIMS AND ISSUES

46. The large-scale promotion and expansion of group replanting
under the mini-estate concept raises several problems and issues
that have implications on the future direction of this collective
strategy for smallholder development. The experiences gained so
far have revealed that the supply of agricultural production
inputs through grants/credits is not a sufficient condition for
the success of such a collective system. liuch more needs

to be done in terms of developing an optimal management and
operational model covering extension and other supervisory



services,

47. . Under the system of group replanting providing several
incentives and subsidies, the question of larger participants
reaping most of the benefits need to be given careful thought.
The larger the holdings the greater would be the subsidies
absorbed and profits made from the surpiuses (of intercrops)
produced. This will result in increasing the income disparities.

48. In contrast to traditional forms of mutual cooperation
(for example, gotong-royong,) aroup repianting demands not only
for a higher level of co-operation and collective decision-
making but also a far higher degree and more sophisticated form
of organisational and management ability. Such an organisational
model should also be capable of dealing with the complex personal
relations among members. This is because the successful operation
of group replanting on a long-term basis calls for some built-in
mechanism which will constrain the human weakness tending to
revolt against co-operation while sustaining the benefits of
large-scale operation.

49. hile mini-estate have a number of advantages likely to

be Tacking in individual replanting, they are not without
limitations. It may be postulated on the basis of experiences of
group farming in other countries that member smallholders who

are no longer independent tend to lose initiative and vitality.
One can always say that the members should serve for all, but
self-concern is a strong and over-riding human characteristic
that is difficult to remove. Further, the characteristics of
agriculture are that unlike manufacturing industries, farming
operations cannot follow a fixed schedule of operation. Unexpected
weather and other natural conditibns may necessitate expendient
and sometimes very prompt decision-making regarding the timing
and types of farm operations. !hile the management makes the
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final decision, merbar smallholders have te be consulted and
any decicion among the few selected masburs {leaders) are
Tikely to be criticised, whenever they ac wroag,

50, To be successful, mini-estate development recuires the
active participation and dedication of selected smallholders as
workers on the estate type operations. However, should these
smallholders leave the actual farm operations to the management
and find employment elsewhere, the shortage of labour will
Jeopardise the success of such schemes, [oreover, increased
part-time farming will also cause discontinuance of certain joint
farm operations although to what extent the operations will be
affected depend on the progress of part-time farming and the pace
of industrialisation in the locality.

Prospects of Smallholders Cooperatives Hanaging Group
Farming Under The Mini-Estate Concept

51. As mentioned earlier, all the 63 smallholders cooperatives ara
newly established between 1980 - 1982. Being in existence for

only the past one to three years, most of them are not yet able to
embark on projects such as land development which demand substantial
management experience, technological skills and funds (Most of the
societies have considerable experience only in rubber processing and
marketing which was gained through the management of group Processing
Centres which later become Smallholders Development Centres that form

the core of the cooperative movement).

52. However, many societies are now gradually involved in land
development as an activity by taking up contract works in the
mini-estates managed by RISDA. The types of work they carry out
include felling, land clearing, planting, maintenance, construction
of infra structure such as agricultural roods and culverts, and
supply of agricultural inputs and planting material. Value of works



done by the sccieties up to date is estimated in the region of

F%6 million. Though this amount is swail corpared to the amount
expended by RISDA annually for the developmert of qroup renlanting,
it nevertheless reflects a qood start of societies in this venture.
Participation of societies in this venture is expected to increase
iremendousiy in years ahead because it is the current policy of
RISDA to give preference to smallholders cooperatives in the awards
of tenders,

53. With the experience and technologocal skill that could be
gained by the societies in the development of mini-estates through
contract works in several years to come, RISDA hopes that these
societies will in the near future have the ability and capacity to
undertake the manacement of group farming on their own. It is

not the intention of RISDA to be dérectly involved in managing the
group replanting forever. At the moment, RISDA's direct involvement

in this field is out of necessity at the request of smallholders themselves
in view of the many problems faced by smallholders as enumerated
earlier. Uhen the smallholders themselves are ready, capable and

have the capacity to manage their farms on a group basis, RISDA would
readily and happily withdeaw from such a scheme. RISDA is looking
forward to the day when smallholders cooperatives could organise
smallholders to replant their senile rubber holdings on a group
farming basis under the mini-estate concept and manage these

estates themselves. lhen this is achieved, RISDA would then be

able to concentrate its efforts and resources on its main function i.e.

extension and grant administration.

54. According to smallholders registration records, about
370,000 hectares of iand in Peninsular Malaysia are under senile
rubber and are due for the first round replanting. Another
30,000 hectares of rubber land replanted in the fifties and
sixties are due for the second round replanting, making a total
of senile rubber in the country approximately 400,000 hectares



RISCA s streteoy is to rep?ant at the rate of 30,000 hectares
ner yaar, Pi1:h sbout 30,0600 hectares of rubber land rep]anted
in the Fifties and sixtizs becoming due for renlanting anually,
the total hectarane that wil) remain unreplanted will stand at
370,000 hectares avery vear, From the statistics aiven above,
there s tierefore & very wide scope and a good prospectard potenti:
for the rubber smallnolders cooperative societies in Malaysia to
be actively and increasingly involved in group replanting under
the mini-estate concept. It is gratifying tc note that up to
now, 5 smallholders cooperatives have started their own mini-
estates project (rubber and oil palm).

CONCLUSION

55, The growing significance of the small farm sector in
increasing agricultural productivity and farm income is well
recognised today. Achieving higher levels of production

depends, amongst others, on evolving suitable production programmes
that are capable of securing the effective and active participation
of the multitude of small farmers and improving the deiivery
mechanisms of inputs and services. The group replanting approach
described in this paper under the framework of the mini-estate
concept is capable of realising this objective. As a strategy to
spearhead smallholder development, the concept offers several
advantages of large-scale operations that are conducive to
increased production within a system of individual holdings, and
without the exigencies of high capital investment or sophisticated
managerial and organisational arrangements. However, group
replanting as is reflected in the mini-estate concept does not
offer suitable solution to the structural problems of the farm
sector such as share tenancy, joint-ownership, disparities in
individual holdings, etc. They instead need to be resolved by
appropriate legislative measures. Even the current approaches



involving land rehabilitation and consolidation, land settlement and
others, have demonstrated that they may not offer a satisfactory
solution to the hardcore type smallholder nroblems.

56, The socio-economic and cuitural impact of the mini-estate
approach for smallholder development could be quite considerable.
The group or cooperatives approach helps to give a greater sense
to achieve higher results. HMore important, perhaps, is the impact
of cooperative farming on the smallholder population as a whole

in providing them with a forum to discuss and find collective
solutions to their farming problems.

57. Perhaps one of the highest pay-offs that is likely to
accrue from such a controlled management system in group action
are the participants themselves. It is through them that one
can learn about the extent to which group action is or is not
necessary for the widespread adoption of new technology. On the
basis of this knowledge and with increased practical under-
standing of group action gained through such 'diagnostic
experiment', effective strategies and organisational and
managerial plans can be designed for the introduction of

better agricultural innovations.

58. It is noted that the modern forms of group or cooperative
farming, whether practised in the context described above or in
other forms, must be able to stand the test of economic
rationality, efficient management and technical efficiency.
However, references to the traditional values of mutual co-
operation and the actual utilisation of these forms are also
necessary ingredients for meeting actual needs and providing
social and psychological support in maintaining the coutinuity
between the old and the new forms of rural life.



59. Toe use of the mini-estate concept innovated by RISDA
as the key element in the strategy for accelerating the rate
of rubber replanting in the smailholder sector is encouraging.
The resnonse by the smalinoiders and the stete governments
continue to increase in the last two years. This process of
developing small individual holdings and amalcamating them
into mini-estates will remain one of the principal thrusts

in the social and ecounomic development of the rubber small-
holder sector in the years ahead.
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The linkages between National Rubber Smallholder Cooperatives and
the District Cooperatives are the membership, shares and the management:-

Membership :* The membership of the National Rubber Smallholders Cooperatives comprises
of the district cooperttives or other cooperatices which have .similar
line of activities pertaeining to rubber industry.

* Membership at the district level is opened to all individual rubber
smallholders.

Shares :* All the accumulated shares of the National Cocperative are derived
from its members at the district &evel. Every member is required to
purchase the minimum of 500 shares worth $5,000/-

* Shares of the district cooperatives are derived from individual members.
The price of 1 share is M$1.00. The minimum share to be purchased
is $100.00,
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CAGOR CoMMDDT

Sector Hém 2

Agriculture 12,082 36.7

Rubber 3,664 1.1
Saw logs 2,797 8.5
Sawn timber 1,352 4.1
Palm 0il 1 3,008 9.1
Palm Kernel 0il 480 1.5
Other 783 2.4
Minerals 10,825 32.9
Tin 1,718 5.2
Petroleum 7,871 33.3
LNG 977 3.0
Other 259 0.8
Manufactures 9,797 29.7
Other 218 0.7
Total 32,922 100.0

1 - includes processed palm oil

P - preliminary
Source

: Department of Statistics, Malaysia.
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40 .60
2,889.60
3,292.80
3,787.20
4,099,20
4,188.80
4,502.40
4,995.20
4,704.00
4,592.00
5,689.60
5,398.40
4,995.20
4,300.80
3,808.00
4,592.00
4,188.80
4;188,80
3,606.40
3,292.80
4,995.20
3,987.20
3,808.00
3,494.40
3,091.20
3,091,20
3,091.20
3,091.20
2,508.80
2,508. 80
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PnFECTED CROSS CASH INFLOW FROW REIM {00
4] 5 ASSUMING Dimres
?OAND 3 AMD YARMOATE S0
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3 heotare

1,799,720
5,779.20
6,585.60
7,374.40
8,198.40
8,377.60
9,004.80

$,408.00
9,184.00
11,379.20
10,796.80
9,990.40
8,601.60
7,616.00
9,184.00
8,1377.60
8,377.60
7,212.80
6,585.60
9,990. 49
7,974.40
7,616.40
6,988.80
6,182.40
6,182.40
6,182.40
6,182.40

. 5,017.60

5,017.60

1,548, 60
8,668, 80
9,878.40
§1,961.60
12,297.60
12,566.40
13,507.20
14,985.60
14,112.00
13,776.00
17,068.80
16, 195.20
14,985.60
12,502.40
11,524.00
13,776.00
12,566.40
12,566.40
10,819.20
9,878.40
14,985,60
11,961.60
11,424.00
10,483.20
9,273.60
9,273.60
9,273.60
9,273.60
7,526.40
7,526.40

4 bheciare

L T A N A i

2,598,490

11,558.40

13,171.20
15,948.80
16,396, 80
16,755.20
18,009.60
19,980.80
18,816.00
18,368.00
22,758.40
21,593.60
19,980.80
17,203.20
15,232.00
18,368.00
16,755.20
16,755.20
14,425.60
13,171.20
19,960, 80
15,948.80
15,232.00
13,977.60
12,364.80
12,364.80
12,364.80
12,364.80
10,035.20
10,035.20

R s g

3,466,064
14,448.00
16,464.00
i9,9356.00
20,4956.00
20,544.00
22,512.00
24,976.00
23,520.00
22,960.00
28,448.00
26,992.00
24,976.00
21,504.00

'19,040.00

22,960.00
20,944.00
20,944.00
18,032.00
16,464.00
24,976.00
19,936.00
19,040.00
17,472.00
15,456.00
15,456.00
15,456.00
15,456.00
12,544.00
12,544.00
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T G, op
STATL ST /R ELATICIPARTE _—
PIRLIC 3 156 1896
EKEDAE 35 2,150 3,747.0
PERAK 22 1,3¢6 2,312.6
SELANCCR 7 377 G45.4
NEGERI SELB ILAN 29 1,533 2,09C.C
MELAKA 15 %10 1,060.8
JCEOR 20 1,336 8,806.1
PAEANG 77 3,064 ©,552.3
TERENGGAKU 32 2,249 5,642,
KELANTAI 28 1,02¢ 3,507.7
TCTAL 473 15,89¢ 31,521.9
A. TYPE OF CROP - OIL PALM
NC. CF L/ESTATE HG, OF PARTICIPARTE YECTARE
P 2109 4085,z
B. TYPE OF CRCP - iUBBELR
KGO, OF Ii/ESTATE NO. GF PARTICIPANTS HECTARE
245 13780 £7536.7




