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ABSTRACT

The growing importance of the small farm sector in raisihg 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
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 strateay to spearhead the overall modernisation and
development of the smallholder sector, the concept appears capable of
offering several advantages of fairly larce-scale operations that are
conducive to increased production within a system of individual small
rubber holding, and without involving high capital investment or
sophosticated managerial and organisational arrangements. Drawing

from the experience gained so far, it has been demonstrated that

the mini-estate approach can help to give a areater sense of strength
and participation to member smallholders and can even motivate them
towards achieving higher results. Htore siagnificant perhaps, is the
impact of group replanting on the smallholder population as a whole

in providing themAwith"a forum to discuss and find collective

solutions tqwtheir 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 cooperativas with the view of increasing
production and productivity of rubber smallholdings in ifalaysia.

IHTRODUCTIOH

. There is a growino 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 coilective 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 small and scattered individuel noidines. froun action particuloriv

D

through cooperatives has tnus @ strona notantial of stenping up technclogics

development in agriculture, at least in tie smallholder szctor, by nroviding
a more efficient framework for the distribution and delivery of various
services and modern farm inputs for acricultural oroduction. The

gxnansion of external linkages of the cooperative farminc approach in
agricultural development along this direction would eventually increase

its potential impact on the agriculture 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 iialaysia is characterised

by a dominant small farm sector managed by small-farmers and a highly
developed plantation sector managed and operated larcely by private
estate corporations. !'hile the estates generally run on modern scientific
Tines, 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 aaricultural
inputs, etc. As a consequence, the productivity and income levels of
the small farm sector have remained low. BRecause of these problems the
small farm sector cannot make use of the technological innovations and
mechanijsation 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 prcduction techniques
and reduce the efficiency of the available labour. The marketing of

the products of small farms is usually performed by dealers and
middiemen 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 notential
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
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the productivity and inovove tae socio-economic status of the small
Taramers.,  Packane nrogramos covering fechnical and institutional inputs
including input subsidies, credit facilities, improved marketing and
processing facilitias, etc., have been implemented. Although the
efforts by the qoverament in this direction had some impact on the
small farmers in raising aqricultural productivity (for instance, the
yield of rubber produced by the smallholder had increased from about
445 kg. per hectare in 1950 to 745 kg, per. hectare in 1970 and to
about 2,190 kg per. hectare in 1980), the expected breakthrough cculd
not be fully achieved owina 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 smaellliolders cooperatives that are capable of
introducing efficient oroduction technology within a system of individual
smallholdings. One way through which this could possibly be achieved
is through organised collective/grour 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 smaliholder sector. The way in which such a
strategy is being impiemented 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 iialaysian
Rubber Industry and the rubber smailholder sector.



THL DIVEGSIGIS OF THE CALAYSIANL RUBCEDR LIDUSTRY

5. Since the end of the Fiest MYorid War the UR industry has been

3

¢
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censideraed synonvmous with the prosperity of the countyry, The indusiryis
stgnificance as one of the pillars of the cconomy is underiined by

the fact that rubber continuas to be the larsest conlributor of the
agricuitural sector's share to the oross exposi earninas (one-ninth of
the total with rubber alone accounting for sore one-third of the share

in agriculture, Table 1), provides emnloyment to a very substantial
nortion of the economically active nonulation and occupies some 2.0
million hectares or about two-thirds of the total land area under

aaricultural crops.

G. With an output of some 1.5 million tonnes (Table 2) in 1282,
Halaysia is the source of supply of some 40% of the world's IR output.
It ias been estimated that of the 2.0 million hectares under rubber
in fialaysia, the estate sector accounts for some 482,400 hectares or
24% of the total planted area and smallkoldinas 1.5 million hectares
or 76% of the total (Table 3).

7. Nevertneless, though Halaysia is the larcest supplier of iR, its
rubber-based industry is relatively small. eonsuming only about 98,500
tonnes or 4% of the total rubber produced in the country. In view of
this the covernment is determined to see that the domestic consumption
of UR for local manufacturing should increasec to some 300,000 tonnes
or at least 10% of the ©R production in the 1930s.

THE RUBBER SPMALLHOLDER SECTOR

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



ie responsible feor producine nearly cue-cuarter of

the worid's LR cutput, 60% of the country's production, and occupies

C%h of the cultivated area under rubber, vet the sector as a whole
constitutes the larcest aroup in boverty in the country., According
te the iid-Term Heview of Fourth tialaysia Plan. there wera 247 000
rubber swallholder housenolds in poverty in 1825, comprisino 407
of poverty households in agriculture and 35% of poverty households
nationally. The incidence of poverty amona this group has been

estimated at 81%. (Table 4)

9. Traditionally, 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 sinale lecal
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 arc less than 4 hectares

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

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

2 hectares. comprising mainly those uneconomic holdings vith
extremely low productivity. This compares unfavourably with a 4
hectare holding 1ot which is generally accepted as beina economically
viable, and hence above the poverty line. Statistics indicate

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

10.  Rubber smallholdinas in Peninsular {lalaysia 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 holdings in land development schemes and holdings
fragmented from estates. The characteristics profiles of each of



Lhie catecories of holdine within the smallholder sector may ranae Trom
a Tarmer engagine in uneconomic holdines with 0.8 hectare of rubber
jand and another 0.0 hectare of mixed crop Yand {mainly paddy of
horticulture), to an absentes landlord residing in the city or a
sharccropper, and to a Federal Land Develonment Authority {(FELDA)
settler enjoying some of the advantaces of an estate type environment.
Hthin 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 smaliholder sector is significant because variability
conditions response to proqrammes, the nature of the palnning process
and the administration and implementation procedures suitable to
accelerated agricultural development,

11.  The scattered individual holdings renresent the largest
category within the smallholder sector. A substancial portion of
this category has been under individual or family ownership since
their original alienation. The variations in size are greatest in
this group, cenerally 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. WWhile 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 oaroanized holdings in land development
schemes were mainly developed since the 1950s by hoth Federal and State
Agencies toc alleviate the plioht 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.
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i4. Frem the foreqoing, it could be observed that within the
smalihclder sector the averace land area and ownership patterns

differ considerably. Unlike the individual holdinas, the centralization
of holdings into cluster of settlements in Tand development schemes
such as those implemented by the Federal Land Development Authority
(FELDA) has facilitate the smallholders in this cateoory to adopt
technological innovation faster than their counterparts on scattered
holdings. !hat is interesting toc 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 perpetuatina 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 sicnificantly. 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
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s00tay . cultural and potiticer ercanization, land-labour ratic,
demographic patterns, e2tc. These diversities are however influenced
by the competitive market mechanism which Tinks all the small cperating

units into a unifield acrarian system.

PROBLENMS FACED BY RUBBER SIHALLHOLDERS

17.  Although past attempts by the qgovernment to improve the socio-
economic condition of the small farmers had some pesitive results,

the expected breakthrough however could still not be*fu11y realised.
The problem of poverty among a sizeable proportion of small farmers
continues to exist, as are structural inequalities in farm size and
tenure, owhership of means of producticn 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
underemployed.

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, inadeguate

1
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18.1 Small Fave Size in Scattered Locations

One of the major problems that has contributed toc the
persistence of poverty among rubber smallnolders is that
while the size distribution varies considerably, the
cverhelmina 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 smaliholdinas 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 whichi about 62%
possess holdinas of less than Z hectares, comprising
mainly those uneconomic holdings with extremely 1ow
productivity. (Table 5). Tnis characteristics
phenomenon of the paucity of the farm holdinas is
compounded by the scatteredness and remoteness of many
of these holdings,

18.2 Increasing Pressure On Land

fiembersihip in the family is between 5 and 7 and as the
family grew, the size of the farms did not increase



proportionaceiy. This increas2 the nressure o
the Tands owned to the extent wherc it could not
provide tne family with sufficient inceme to

sustain it at the level abcve the noverty iine.*

18.3 Depleting Size of Farm Labour

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

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

15.4 Low Educational Levels of Effective
Farm Labour

The average age of avaiiable farm labour which is

49 years old implies that this group was educated at

a time when Halaysia (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-econowic 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 livina. This income
level has been estimated to be 11$350.00 for a household of 5 members.
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ith a poorty educated labourforce, the rate of
teciinglogical diffusion beromes siow and conseguently
productivity on smallholdine althoush increased, was

not commensurate with sotential,

186.6 Unoruanised Smailhoiders

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

18.7 Low Farmgate Prices

There is no coordinaticn in input and output

and inevitatly a gap emerges between the supply
and demand for smallholders’ produce in terms of
auantity, 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 M370.0C per person per

month. This adds up to approximately [%500.00 per
month for a family of seven making a total of
11$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 §i$6,006.00 gross per year, he must own and
properly manage a farm the size of which is not less
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Ubservaticns indicate & aqrowing strength of evidence

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

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

RISDA's IWTEGRATED APPROACH TG INMPROVE SHMALLHOLDER SECTOR

15,  Established in 1973 as a deveiopment oriented agency entrusted
to serve and ensure the long-term competitiveness and viablity of the
rubber smallholder secter, 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 under this integrated development approach may be

summed up as having the following cbjectives. -

15.1 To ensure that all replanted rubber
land come to tapping status within a period
of not nore than 5% years from the start of
replanting.



feosnsuve that the vieid or productivity

~ smalinoidings is not Tess than 1,500

“ilogram per hectars per arnum.

1.3 To ensure that tihe guality of rubber
sroduced by smallanlders i3 at least eaual
to grade 2 RSS.

15.4 To ensure that the price obtained by
rubber smallhiolders is fair.

19.5 To ensure that marginai smallholders
adopt and implement farm systems practices to
jncrease farm productivity that will yield
income levels of not less than [5500.00 per
month,

19.6 To ensure that rubber smallholders

operate in aroups through cooperatives to

promete the utilizaticn 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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Eaviromax Systen

Advanced Plenting laterials
Legume Covers

Weed Control

Disease Control

Pest Control

Discriminatory_ Fertiliser Programme

Erosion Control

W Wtw
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Integrating Rubber with Cash Crop
Integrating Rubber with Poultry

Integrating Rubber with Sheep

Integrating Rubber with Aquaculture

[T N

W

.
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Systematic Tapping

Panel 'C' Stimulatiocn
Senile Rubber Stimulation
Fertiliser Application
Disease Control

Weed Control
Pest Control

-
o
Db b

Dmfnw

Group Procesging Centres )

Group Processing )Co-
Group Marketing
Savings Fund 3

)operatiVE

[ N

W oM

Co-operative Development
Increasing lembership

Increasing Shares

\
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Kindergartens

; Women's Club

Handicraft
Food Processiang

Home Administration Projects

JATY

Increase in nreas reslanted with
high yielding variety rubber

Reduce immaturity period to
less than 5% years

Ensuring monthly income of not le:
than M3500.00 per family during
immature period.

To ensure aversage output of
1,500 kg per hectare per year

Ensure quality of output of
processed rubber is better than

least Grade 2RSS and price obtail
is fair

Hobilising smallholder's capital
promoting group farminc and smal
8cale business end rural industyr

Promote skills development, educ
and other socio-economic well-
being
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sTinciders 38 to be successfully implemented, the need for or
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- svstem of transmitting new and usefy? tachnoloaies and
innovetions inte the smallholder sector will be the utmost importance.
Tiis fe crucial because the dissemination and adortion of modern
airicultural 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. 'hile

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 smallhciders
on éne hand and in representing smallholders' desires back to these
agencies on tine othmee. In short, the formation of smallholders
cooperative is the key ingredient for the overall development of
rubber smallholders sector.

FORMATIOCI 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 Tatex into rubber
sneets 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
smallhoiders Development Centres serve basically as nucieii of RISDA's
efforts to help modernise farm production, processing and marketing

of smallholders produce. These centres act as vital links between
smallholders and RISBA in chanelling support facilities 1ike subsidies
and credit for intercropping, fertilizer, weedicides, latex stimulant
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cianned Lo be ‘orowith centres’ begsan Te functica move Tike small

In Tete seventies 71904 selieved that the time was riaht to
take the concept of smailholder Development Centre another major
step forward by organising these centres numbering about 2,700
T

units as- the core of the nation wide smallholder cooperatives. iis

helps to legalise and streamline the growth of oroup 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 alsc broaden tremendously
the base for all such activities mentioned earlier with the distinct
advantage of having centrally planned policies or programmes and
implementation strategies at national, state, district and even at
village levels. Active steps were taken by RISDA during the 3 year
period beginning from 197% to 1962 to promote the formation of rubber
smallholders multipurpose cooperativelthroughoutPeninsular lialaysia.
To date, €3 rubber smalihclders cooperatives have been registered
under the Cooperative Development Department of ilalaysia, with a
total membership of about 48,400 smallholders and having a share
capital of 11$2.56m and assets valued at 11$4.8m (Table 7) .

ORGAISATIONAL STRUCTURE OF SITALLHOLDERS COCPERATIVES

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. A1l the 62 district cooperatives are directly affliated to

the Hational 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



tneiy acvivities are intevelated, e zoniaizuretion and marzosment

El
e e e W2, E AP D . [P ~ S T & - 3y o, gy - - Cx
01 eact individdal cooperetive at uoty dovers {5 inderendent of

escii other,

25, iembership of tne District societies is ouen to all rubber
smallholders particularly members of SDCs. A1l District sccieties can
apply to become wembers 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 smallhiolders. They form the majority within the Board of
Directors who are elected at the Annual General lleeting. However,
because of RISDA's mandated role in the development of rubber small-
folders, 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 tc manage the scocieties. To overcome
this problem, RISDA has témporarily posted qualified 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 SviALLHOLDER COOPERATIVES

28. Being societies of small rubber producers, the main objectives
of settinag up of the cooperatives are to look into production, processing
and marketina problems of their members. As far as production and
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furtunate e thne sense that the majerity of Lhop receive

aoriculturel irputs such as fertilizers, chemicals planting materials

and anricuitural implements free of clarvae under RISDA's subsidy
Scheme,  Frocessine facilities such as wangles, coaculating tanks,
fermic acid and smoke houses are also proviced 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 little scope for smallholders cooperatives to be heavily
involved with at this juncture. Thus, many of the cooperatives are
engaged in other deveiopment activities such as rubber marketing,
undertaking aroup replanting, contract works on mini-estates, housing
deveiopment ,consumer activities and supply of agricultural production
inputs to smallholders whe do not quality for the government subsidies.

29, Though still at their infangy  stage, the district societies
are now neavily involved in rubber marketing. Annual business turn-
over in this field is estimated to be in the region of FM$50 million.
Agricultural contract works, undertaken by smallholders cooperatives
especially in mini-estate development to date amount to a total of
about {15 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 cbjective.

SIGNIFICANCE OF GROUP FARNING UNDER THE INI ESTATE CORCEPT
AS A STRATEGY FOR IHCREASING PRODUCTION AHD PRODUCTIVITY
OF SHALLHOLDINGS

Concept and Objective

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



corwloncnting efforts at iacreasing the rroductivity of rubber
sraliheldings.  The concept represaents an evoluationary anarooch
tial s=eks to incorporate the basic elemants of estate tvpe

sement into srallnolder fary develonment. Based on evidencae

w88 manaced to i1dentify a substantial nuwber of 'hard-corz’ or
difficult smallholders wheo, it feels, are compietely incapable of
managing their resources in anything like an optimum sense. It is
essentially because of this lack of management ability and skills
among certain smallholders such as the aqed, widowed, absentee owners,
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 participaticn 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. Thouah the
incidence of poverty among rubber smallholders has declined from

about 65% in 1970 to 40% in 1983, they still constitute the largest
group in poverty in the country. lhile the Malaysian government has
introduced various incentives including the recent increase in the
replanting grant from $2565 per hectare to 35436 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 control.

Increasing Agricultural Productivity Throuah
Transfer of Technoloqy

33. The mini-estate strategy is based on the concept of providing
a package deal to member smallhclders. Apart from develoning
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
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surncse of stroncthening smellnolagr farm nrcduction and
rananement onerations. ‘Anart from facititatine the adoption of
roricuttural innovation that has a hish potential for raisine
oroductivity, the nrenaration and implomentation of a common

sreevamme of operations and improved practices under effective
extension advice weuld enable member smallhclders to adopt

improved agriculturail practices. Resistence to innovations would

be Tess pronounced when the maiority of the smallholders organised

in a mini-estate decide con 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 practives to undertake a common replanting or intercropping
programme. The extreme inequalities 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 smaliholders operating
in the vicinity. This is because while disseminating advanced
technology to member smallholders in the mini-estate, smallholder

in tie periphery will also enjoy what can be termed as 'technological
spiliovers' as these will alter the physical production possibilities
of the smallholders insofar as increased productivity can be assured
by the adoption of new improved technology to raise yield. In other
words, the establiishment 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 nrogramme. This will have the ultimate effect

of pushing the production possibility frontier further outwards.

Integrated flarketing System

34, In addition, replanting operated and managed under the
mini-estate concept can also increase the marketing capability
of participants. The agreement by wember smallholders to amalgamate
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azeiculiural oroduce (Tor examnle, bznznas, arcun

te, etc,, frow aroup intercropeiag) of unifory vaviety

arnd standard, thus ensuing a favourabie bercaining nosition in
aarheting,  This will overcome the problem of inctroducing new

crops or the cultivation of intercrops by individuai smallhiolders

in an isolated manner, the cultivation of which will be difficult maknly
because of thie marketing nroblems,

Cost Reduction

35, Group activities organised under the mini-estate concept
nas also enabled member smallholders to obtain their requirements
sucit as grants, subsidies, credits, agricultural inputs, etc.,
more effectively through the institutions or government agencies
involved, with the rgsGEt that every smallholder in the group will
be able to obtain a fairly uniform yield. Certain items cof cost
can also be reduced through grour action. Group transport of
fertilisers and agrochemicals, greup 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 liechanism

36, Through group activity, government agencies will also find
it easier to deal more effectively with groups of smallholders than
with individually scattered holdinags. 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,



Farm Labour

37, A oreater co-operation exhioited by varticipants in pini-esiate
U1ttt facilitate s better utilisation of avaiiable resources, for
erample, Tabour. Thouoh a collective replanting strateay will rot

sying aoout major alterations in the land-Jabour racis in the
noldings, tne employment implications are quite considerable, The
uniform adoption of improved aaronomic nractices 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 te perform
individually). On the whole, the collective renlanting 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 labour 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 collaboration in farming operations
would free some smallholders specifically for such purposes. Thus
the concept besides resultina in a more rational derloyment of
labour on the holdings would also, 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.

S



iders Skill and Management fapability

55, Ve annother advaniage of replanting organisad under the wmin”
concept is the provision of an additioral avenue for the trainina

of rubber swallnolders on the schemes. In learning new methods

of improved crop hushandry, improved agronomic praciices, eic.,
participants as workers in the estates are in actual fact cauinping
themselves with a view to developing their capacities in such a
manner that a move rapid rate of technological proaress and of
innovation becomes feasibie. This is because it has been incerporated
under the mini estate concept a buiit-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 supervisory 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
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(s not only to make the maximum use of the

osisn te make the perticipants aware of

o potential and canacity to scive their nroblems. Asg a
strategy to accelerate the rate of replantine, the mini-estate
concept has several distinct advaniages over those that are
individually onersted. In sum. the concept is seen to:-

40.1 Enhance group interaction and effect leadersiin
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 C(reate a beneficial long-lasting impact on
participants in tevins of enhanced income, commercial
operation and the utilisation of modern agricultural
practices.

40.4, Accelerate the diffusion of farm technoioay
and innovation for the purpose of upgrading rubber
yield throuch 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.
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£3.3 Hake faasidble planned and co-ordincted

oreduction procranm? and

4C.Y9 Integrate the scheme sc established with
neighbouring areas throuch the various linkages
with a view to increasing overall rubber production,

41. The current 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, 1884, A1 in all, some 273 mini-estates have

been established in all states in Peninsular fialaysia. (Tabie 8)

A total of 15,899 smallhclders have registered themselves as
participants of the schemes whose gizes range from only about 24 ha
to some well over 3C0 na. 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 kag. per hectare per annum in some areas to

as high as 1,000 kg. per hectare per annum after replanting.

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

FODUS OPERAIDI OF MINI-ESTATE

42, The operation and management under the mini-estate arrangement
is carried out by RISDA through a Committee specificaily set up for
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apoocinting a contrazter (in many cases, it is the smallholdars
cooperatives) who does the hieavy work from felling, clearina, land
preparation richt up to the planting stage. Preference, however,

is given to participants wic may wish to be employed as nired 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 Replantinag Incentives
Scheme (SEPEHTAS) over the immaturity period.

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

the replanting arant, and those who have vacent land the development
of which is funded solely from credit provided by the Agricultural
Bank. For such holdings toc be operable, whether cn current old
rubber land or on new land, a contiguous area is required. The
participants are required to sign an acreement 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, reguires a
contractual agreement tc 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 vepaid 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
5F @ miniman subsistence income for sbout six vears before Sheir
trees mature throuch the lcan scheme described earlier, The
riapayment of the loan and other credit faciiities nrovided is

expected to take about ten to Tiftesn vears.

4h, It is to be noted that though in essence RISDA plays a
crucial rolé 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 i1s resnonsible for undertaking or
arrange to undertake the supoly of production inputs (fertilisers
chemicals, et€.) 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 Taid down by RISDA.

PROBLEIIS AND ISSUES

45, Tne 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
strateqy 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. lwuch more needs

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



47, Under tn2 systen of group veplanving providing severel

incentives and subsidies, the questior of larger pertigipants

reaping wost ot the benefits need to be given careful thought.
ne larger the hoidines the greater would te the subsidies
absorbed and profits made from the surpluses {of intercrops)

nroduced. This will result in increasing the income disparities.

A8, In contrast tc traditional forms of mutual cooperation
(for exampie, gotong-royong,) aroup replanting 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, thile 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 foilow 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. lhile the management makes the



Rt iot, norosr smailaolcers nave to be consulted and

any decicion woor e §for selected wopsars {leaders) nps

s

T P PR . .

T TV P A . b g = D
PRRelY U2 s vutginen. uhenzsver thev 0L weone
Ty s T el R T B S PP elrnmant vomn yon Fiy

g PLLE SLLrne s et e 2L L3 Te RV ICIMENT vaoyres Tho
YK RV AT R R T T T UL S PR o Y S 3 ie
cCLIve DAaVULCID O on s wliieaton of el dogsmatinolders ae

Workers on the esitate type spovations,  However, should these
smailnolders leave the sctuel farw cperations to the management
and find employmert elscihore, the shortazse of labour will
Jesprardise the success of such schemes, Iboreover, 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 Hanaaina Group
Farming Under The iini-Estate Concept

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

only the past one tc three years, most of them are not yet able to
embark on projects such as land development which demand substential
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, plantina, maintenance, construction
of infra structure such as agricultural roods and culverts, and
supply of agricultural inputs and planting material. Value of works



done Ly the societics up to date s estimeted in the ragion of
P mitiisn, Toouns this awcunt s small compared to the amount

exnended Uy FISUS annually for tee develoomznt of aroup repiantine,
1 ts a aood start of societies in this veniure.
Participation of societies in this venture is cxpected to increase
tremendousty n years abzad because it s the curvent nolicy of

RISDA to give preference to smallholders cooperatives in the awards

of tenders.

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

not the intention of RISDA %o he 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 smallhclders as enumerated
earlier. ‘nen the smaliholders themselves are ready, capable and

nave 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 wiien smallholders cooperatives could organise
smallholders to replant their senile rubber holdings on a group
farming basis under the wini-estate concept and manage these

estates tiiemselves. Uhen this is achieved, RISDA would then be

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

extension and grant administration.

54. According to smaliholders reaistration records, about
370,000 hectares of ijand in Peninsular falaysia are under senile
rubber and are due for the first round replantina. 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
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RIS0ATs surateoy is to repiant at the rate of 20,000 hectares
cer vaar,  {th about 30,000 hectares of rubber land renlanted
in the fifties and sixties becoming due for renlanting ancally,
the total hectarage that wiil remain unreplanted will stand at
376,000 hectares evefy year. From the statistics aiven above,
there is tuerefore a very wide scope and a 700d prospectard notenti:]
for the rubber smalinolders cooperative societies in Falaysia to
be actively and irncreasingly involved in group replanting under
the mini-estate concept. It is gratifyino to 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 ievels of production
depends,’amongst others, on evolving suitable production programmes
that are capable of'securing the effective and active pérticipation
of the nultitude 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



invalving land rehabilitation and consolidation, land settlement and
others, have demonstrated that they may not offer a satisfactory
solution to the bardcore type smaiiholder nroblems.

56, The socio-economic and cultural impact of the mini-estate
approach for smallhclder development couid be quite considerable.
The group or cooperatives approach helps to give a greater sense
to achieve higher results. Fore 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 aroup 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 throuah such 'diagnostic
experiment', effective strategies and orcanisational and
managerial plans can be designed for the introduction of

better agricultural innovations.

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

Agriculture 12,082 36.7

Rubber 3,664 1.1
Saw logs 2,797 8.5
Sawn timber 1,352 4.1
Palm 0il ! 3,006 9.1
Palm Kernel 0il 480 1.5
Other 783 2.4
Minerals 10,825 32.9
Tirn 1,718 5.2
Petroleum 7.87% 23.3
LNG 977 3.0
Other 259 .8
Manufactures 9,797 28.7
Other 218 0.7
Total 32,922 100.0

1 - includes processed palm oil
P - preliminary

Source : Department of Statistics, Melaysia.
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