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CHAPTER I
TITRCCUCTICN

1.1 Statement 0Of Study

Agriculture sector is the backbonz of the Nalaysian econom/e
The performance of this sector has great influenced to ths growth
and the development of the Malaysia eccnomy since the second werlc
ware In 1974, it generated not less thzn 32% of the GDP, provicsd
emplcyment for over 50% of the eccnomiczlly entire populaticn and
acccunted for abcut 60% of Malaysian fc-eign excha.nr;e.I In 1983
agrizulture sector has generated for akcut 2Ce3% of the &2,
provided ezployment for about 35.7% and 19.3% export ea::ning.2 Ic
shows that frem 1974 t6 1985 the cemtri=uticn of the agriculture

sactor to the Malaysian econcmy began to decline.

In the effort to séimulate growth in agriculture sector ani
“the econcry as a whole, there has been growing direct and active
participation by government x12 public sector in the develozment
of the agriculture and the implementaticn of public policies in
supparting of agricultures. The govermment's endavour to support
(]

agriculture sector has been seen la:gely'thrcugh substantial
allocaticns of public development expenditure for agriculture
incentives x12 subsidies, price support and credits among others

has been a commcn features. =

Malaysia, Malaysia Economic Repoart 1974/75, K.L goverrment
printer ; 1574.

Datu' Abu Bakar, "Peranan Kerajaan Tehadap Pembasmian Kemiskinan

disektor Pertanian" ( Seminar economy UKM ), 1985
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However 1t is rather unfortunate :1:t the agriculture sector
acceunts for the highest incidence of poverty, accounting for 46.1%
for all hcusehold in 1980 as compared to other sector of the
eccncmy whese incidence ranged frem 14% to 34%. Within the
agriculture sectecr, the largest group in poverty are the fishermen
(5542%), padl farmers (55.1%), rubber smallholders (41.3%) and
coccrmut smallholders(38.9%)« In general, about 66.6% of poverty
hcuseholds were within the agriculture secto:‘.3 Due to this problem

govarmment golicies has been critiszed of being unable to implement

or run their policies effectively.

1.2 Agriculture and Public Policies

Befare proceeding to discuss the impact and implications of
government policies cor public policies in agriculture, it is of
implicit relevance to examine the status of ag-izuliural ses=c- znd
public policies, vic & viz public sector injplvement in the
development of agriculturees This will provide the background to the

objectives and intensions of govermment policies and programmes in

stimilating growth and enhancing distribution in the agriculture

sector.

Malaysian agriculture is basically dualistic compromising,
large—scale and relatively capital intensive estate sub=sector,

and traditicnal small-scale sub-sector, Within the former, there 1is

3
Malaysia : Fourth Malaysia Plan 1981-85, K.L , Government
printer ; 1981




a further divisicn between the goverrment organised smallholders,

and the estates. Estate type agriculture accounts for about 30% of
the total cultivated area in Malaysia and concentrates primarily on
a few commercial crops like rubber etc. After the cultivation of
crops, important agriculture related activitles are forestary and
fisning which also have been significant in term of land and use and

centribution to export earning especially forestarye.

The develozment of agriculture and the improvement of socio-
econcmic status of the rural population, has always been given
heavy emphasis in develozment and econcmics policies, In fact in
agriculture the government's roie has, all the time been "supportive".
This has been clearly evident from policies and strategies outlined
in the =-o:nzry's. Five year develcpment plan; which symbolises the
government's endeavour to acheive the stated objectives of develcrment
policyeDistincT in the rolicy framewcrk is the pursuit to reduce the
high incidence of poverty, particularly in the agricultural (and
rural) sector. The whole process reguires ééczlerated growth and
structural trasformation of tne economy along lines which emphasise,
ameong others, the modernizatipn of agriculture and effective policy

;

as well as public secter intervention in the process of growth to

maximise desired effects especially on distribution.

The rationale underlying public policy and active public
sector involvement in agriculture, involves economics, social and
political consideration. Economically agriculture provides livelihood
for nearly half of the country's working population and still
contributes significantly to the GDP and foreign exchange earnings.

The socio—political consideration arise from the fact . From the



fact that agriculture is primarily an indigencus sector, moreover
the agriculture sector, as at least the peasantry has always been
econcmically bacicward relative to more advance nen—agriculture
sectors Also the agsricultural scctor is be set with many inherent
and corplex socio—eczncmic problems, among others, including a
high povertye. This direct or indirectly contributes to make the
sector depressed cr deprived wnen ccmpared to other sector in the
economye. AS the indigencus population, and the Malays being the
majority, in particular are politically dominant, but constitute
the majority of the pocr in the country, it is imperative that the
formaticn of any policy fer agricultural and rural develcpment
must give as much attention to the effects of its-policies on the
welfare of the peasant sector as to the effects on the general
level of eccncmic activity of the country as a whole. In other word,
it i1s a politizal and social necessity that the development pelicy
in agriculture shauld manifestly be to the advantage of the
farming porulaticn in the peasant sector, ‘at least uplifting their

incomes levels and improve thelr welfares

{
/

1.3 Structural Changes in Malaysian Economy
and its impact cn the Agricultural Sector

| Malayslan liké cther devéloping E;ﬁhérié; for the past few
years have emphasized cn the induézfiallization. The process of
industrialization and policies favouring the amnufacturing
industry more or less affect the agriculture ocutput. It can be
observed that this ector has been neglected in term of investment
allocatione In the first Malaysian Plan (1966 = 1970), development

allocation for agriculture and rural development accounted far



about 2643% , while in Second Malaysia Pl-= (2371 = 75) is accounted
for about 23.1% . In the Third Malaysian Plan (1376 - 80) it was
increase to about 25% of the total plan allscation. However during
the mid-term review of the Third Malaysian Flar, thic sum was
revised and subsecuently reduced to about 22.5% of the total revised
develcoment allocation 4. Although subsidies and other support
cvr=<amz are provided for agriculture in the fcr= of credi: and
extensicn services, rigation and the prcvisicn of agriculture
inputs ; such susidies only ccnstitute a low proporsicn of value
added in agricul:iure and does not significantly affect the bias

against agriculture.

The emphasis on industrialisation has futher aggravated the
problen of rural urban micraticne. In Malaysia, this proklem has
been manifestizd in shertages of labour in padsy as well as
plantaticn sectors, and in land being idles This, in recent years
the rates of growth of the agricultural sector have slow-dovm, when
cempared to other sectors, especially the manufaczturing, As an
example output in agriculture is projected to grow at only 3.5%
per annum between 1981 - 90,‘and to contritute cnly 14.4% of GDP by
1990, Whereas mamufacturing output, is prolected to grow at 10.9 %
per anmm over the same period, and to contribute 26,6% of GDP by
1990. In employmernt agriculture is expected tec contribute only 8.2%
between 1581 anc 1990 but the mamufacturing is expected to contribute

29.6%

. Malaysia, Second Malaysia Plan (1971 - 75), Third Malaysia Plan

(1976 -~ B0) and Mid-term Review of Third Malaysia Plan, K.b .




Recognising the above structural process as an inevitable
phenomena, the issue in the future is to ensure increase agriculture
production despite =n ward migraticn of labcur. More than 50% of the
labour force in'Halaysia is directly degendent cn agrziculture and
will remzin so in foreseeable future. In aZdition zany millions of
jobs in small-scale agrobasasd and rural enterprises derends on
agricultur:l production and incomes. 45 a first prlority, investment,
pricing and trade policies that presently discriminate against

agriculture need to be reversad,

within agriculture, sustained programmes of instituticnal,
technical and ingrastructurzl suppert by government for small-
fermer offer the best hope for increasing growth and employment.

And this would be a step towards 2leninating povertive.

1.4 Cbhbiective of the Studv

Although manufacturing sector is excepted to be a major
contributor to the GDP, agriculture has always been seesn as the
major sector in Malaysian economy base on its functions.s Traditionally

agriculture can fulfill four basic functions reflective of the

Malaysian's past priorities they are :

(i) To produce exportable commodities to enable the country
earn export earnings.

(1i) To provide employment to the people, in particular,

the rural populatiocn.

Malaysia, National Agriculture Policy, Government Printer, K.L ,
1982.



(114) To provide population with the necessary basic food.
(iv) To supply local industry with the necassary raw

matarial such as rubber.

Hence, government playc an important role in agriculture
development, it is the main objectives of thic pager to :
(1) Discovar and to study the effort made by the government
on those issue pertaining agriculture developmente.
(i1) Analyse and evaluate the weakness and the sucessful
of the government policy towards agriculture cdavelopment
especizlly NAP (Naticnal Agriculture Policy)
(111) To evaluate the achievemenz of the government agencies
in eradicating poverty and in increasing rural inccome.
(iv) To evaluate the role of tachnology in assisting the
rural development.
(v) To comment and to suggest possible modificatiecn in
development strategies commensurate with National

develorment strategies prioriéies.

1.5 FExpected Contribution from the Study Made

This discussion in this paper will pay much attention on the
role of government in agricultural development especially In
overccming the problem of poverty and slow ZTfowth in acricultural sector
By discussing this matter, we can evaluate by how much has made
their effort in accelerating agricultural development and overcoming
the problems facing the agriculture sector and it is this effort

commensurates with NAP objectives l.e.

(1) To increase farmers income,



(11) Achieve national food security.

(1i1) Diversify the production of crop commodities.

In additiocn it is atmost desire that the ideas and suggestion
rcught feoward in this paper will be taken as a guide line to the
government or their agencies for changing and improving agriculture

sector in Malaysia.
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CHAPTER II

RESEARCH METHODOLOGY

2.1 Introduction

In writting thils paper, research will involves both library

e
infsrmaticn and

resesarch and field study to obtain the nezaczary infzrma
required data. Apart from that, articles and rajcxzt
magazines and other pericdicals and forms of mass media will alsc

provide a socurc= of information in the research.

2a2 ILiktrarv Research

The subject = matter of this paper will invclve an alnalysis
of govermment policies in the context of agriculture development,
hence the likrary research will inclued material in the seccnd to
the fifth Malaysia Plans, apart from other sources, Most of the
secondary data will be obtained through this method. Research is
done in many libraries including public libraries, such as the
national Library as well as other universities Library and Government
departments such as the EPU also the Agriculturs Department, Utilisation

of such Library will facilitate the research work, and it is through

this method that the bulk of information will be obtained.

23 Field Study

This method will mainly involve interviews with the officals
of the government institution concerning agriculture such as FELDA,
Agriculture Department etc, as well as other personal individuals to
get a first hand information on the views and attitudes towards the

subject matter. Other personel individuals will include academicians
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etc. The main advantage of thi:z method is the opportunity and
ability to develop a perscnal contact and achieve a tetter

understanding through discussion cduring the interview.

244 Problem =ncountere-

One of the problem faced in using the first method (library
resz=arch) is the inavailability of certain materials. A major
problem encountered in doing the research is the inavailability of
cbtaining data in certain aspects concarning this matter, As a

result, there 1s a lack of data and infcrmation in the reasearch.

The second method (field stuly) faces the proklens of cost
and time consurmpticnas it regquires. Firstly setting apzeintment cn
tight schedules. Secondly, travelling to the various places and ihe
time taken by interviews its:1f, A main problem anticipated in
using this method is the dagree of willincness of the interviswsze o
have an open attitude during thediscuszsicnsand not to adopt a
negative or prejudiced attitude tcwards the interviewer. Some interwees
especlally government officer? clarified certain information as

'
confidential information. So this also resulted, a lack of vital

data and information in the research.

All information and data which been selected will be processed
and analyse. With the result of this analysis, policy and alternatives
suggestion to basic country development and economic especially

toward National Agricultural Policy (NAP), will be made,
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CHAPTER III

LITERATURE REVIEW

3.1 INTRODUCTICN

There are several essays that had been disussed pertaining
agriculture develcpment which can be a guideline or basic for this

writting.

3.2 The role for agriculture develccment in the poverty
eradicaticn

Agriculture development represent not only an lncrease in
agriculture production meaning agriculture growth but also an
improve in the eccnomic well=-being of the agriculiure community in
general and the poverty groups within the sector in particular.
Poverty eracdicaticn is an essential process of development. In this
context agricultural development can be summed up as an increasing
food production for the populaticn, increasing farm incomes and
export earning, increasing agricultural pro&uctivity, improvement

of rural living standard and creating gainful employmente. 6

(]
Therefore development cannot be seen as an increase in a
quantity term but rather on the develcpment of people particularly
the poore. The development was gemuine only, if it involved the

production of goods and Services required by the majority of people,

Dr. Arshad Ayub, " The role of agricultural development in

poverty eradication " ( bengkel pembangunan negeri Kelantan ) ,
29=30 Oct., 1982 ; page : 3




