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Abstract

The authors, in the first section of this
paper, review the world food situation,
productivity growth and its determinants. Various

-~ features of international agricultural trade
-policies, the new protectionism and current trade
liberalization talks are highlighted. A discussion
of some issues of agrlculture policies, both
macroeconamic and sectoral policies follows.
Elements of the Natiomal Agricultural Policy are
then analysed with regards its direction and
‘rationale. The second section examines the
‘National Agricultural Policy in more detail

- followed by an overview of investment

FAO's forecast of 1986 world cereal production is 1835
million tons. This is only 9 million tons below last year's
- record production level. Aggregate output of wheat and rice for
~the year are expected to rise. Given the current outlook for
’ another large harvest and the high level of carryover stock,
supplies of cereals in 1986/87 will reach a record of 2066
million tons. Estimated carryover of cereals, both in absolute
terms and percentage of projected consumption at 23 percent, is
at its highest. Most carryover stocks are held by the major
.mdustrlallzed exporting countries(Food Outlook).

Food, as well as overall agriculture, production is now
outpacing population growth, resulting in unprecedented food
abundarice, The growth in food production among developing
countries was in fact higher than in the industrial and East
Eurcpean non-market economies (see Table 1).

Tablel Growth of agricultural production by major commodity group, 1561-84
(average annual percentage-change)

Beverages Food Raur materials Tolal agricudiure
Country group - . 1961-70  1971-84 1961-70  1971-84 1961-70  1971-84 1961-70- 1971-84
Peveloping countries -0.4 1.9 22 3.2 4.5 23 24 30
Low-income countries 19 1.2 1.3 3.2 5.7 38 1.9 33
Africa - 2.3 -0.5 2.6 2.0 6.0 -18 3.0 1.2
_ Asia : 12 36 1.2 34 5.7 43 1.8 36
Middle-income oil exporters 35 0.5 30 il 1.5 -0.9 2.7 2.2
Middle-income oil importers -29 28 35 2 4.8 1.0 29 29
High-income oil exporters -6.8 0.6 4.9 14.6 8.0 ~05. 5.0 1.1
- Industrial market economies 0.9 0.4 29 21 - -49 0.4 2.2 20
East European nonmarket economies 5.3 7.0 36 0.5° 4.3 1.9 37 0.7,
World -0.3 1.9 2.7 ‘2.4 22 2.0 23
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“This improved performance have been attributed to the
adoption of ‘high-yielding varieties (examples of wheat developed
-at the Internaticnal Maize and Wheat Improvement Center (CIMMYT)
in Mexico and rice at the International Rice Research Institute
(IRRE) in the Philippines), higher and widespread use of
fertilizers, pesticides and other farm chemicals, expansion and
improved irrigaticn, government policies and agriculture support

It is  significent that the accelerated growth in c¢ereal
productivity resulted more fram increases in yield rather cropped
‘area. Empirical evidence shoiws that yield increase contributed 64
percent to the overrall growth rate between 1963-73 and this
ccm:rlmtlcm further increased to 87 percent over the perlod
1974-84 (FRO). From 1974-84, the amowmt of land on which grain
was plantedinﬂllemrldgrewbyonly(_)2percent Yet over the
same period, yield increased by 2.4 percent (FAO).

Further technological breakthroughs in biogenetic research
in the developnent of new crop varieties that are more responsive
andfor regquire fewer inputs, are more tolevant of pests and
diseases, and mores adaptable to adverse weather conditions mll
lead to higher production levels.

-~ Degpite the abindance of food on a global basis, the problem
of malnutrition and famine still exists in many parts of the
world particularly in various parts of Africa. A precise
estimate of the incidence of chronic malnutrition in developing
countries is not possible but a recent World Bank study estimated
the mmmber, excluding China, to be between 340 to 730 million.
‘Measures adopted by governments to alleviate malmutrition have’
been the provision of food grains through programmes such as
- subsidized food grain with or without rationing, food stamps,
food for work, target feeding and disaster -relief and
rehabilitation. The causes of widespread malnutrition are often
not the insufficiency of food production but rather poverty and
uneven distribution of income. Problems of food security do not
necessarily arise from inadegquate food supplies but arise fram a
lack of purchasing power on the part of households or nations. In
- the long run,’ food security can only be assured by raising resl
income of households so that they can afford to acguire enough
food.

II. Intemat:r_onal Aoricultme Trade Policies

Despite the favourable global food cutlook and the prospects
for further bio-technological breakthroughs, world agriculture,
to borrow a phrase from Glenn Johnson, is in disarray. There is a




-growing concern in international trade policies of industrial
countries, a result of damestic price and income policies and the.
L new pzr:otect.lonlsm arising out of" the ‘current depressed world
economic situation.

_ Agricultu:re Protection

_ 'I‘he problems of international agrlcultural policy and trade -
have been (Hillman):

- the long-term excess capacity in agriculture

‘lack of adjust:nent between agriculture and other
‘sectors in major industrial countrles

- propensity of nations to use mport restrictions and
camodity policies to insulate against price
fluctuations in world markets

inclination of nations to use aagricultural export
subsidies to help solve domestic farm price and -
income problems. ‘

The dlsarray in world agriculture is clearly s:Lquflcant
‘because of the distortion of agricultural prices and trade, the
large costs imposed on taxpayers and oonsumers, and the
. uneconomic  expansion of farm output in the industrial oountries

- and associated effects upon the developing countries.

A consequence of any depressed econamic situation. is  the
increase in trade protectionism. While protectionism has always
been a feature of agricultural trade, pressures for more
restrictive policies intensified as a result of the 1974-75,
1980-82 and current recessionary periods. Faced with increasing

. pressures for employment opportunities ocutside agriculture, major

industrial countries resorted to more restrictive market
interventions and import controls. High interest rates and
 depressed world commodity prices resulted in heavy financial
losses and foreclosures farms intensified domestic calls for
higher agriculture protection.

: Agriculture trade policies have always been inextricably
-linked to domestic policies in response to intermal socio-
econanic problems. Experience has also shown that protective
measures, such as export subsidies and import restralnts, cannot
be easily dismantled once they are emplaced.

The increase of agriculture support and trade control
‘measures has not been limited to the industrialised countries
only. Many developing countries adopted tighter restrictions on
trade as an inevitable reaction to problems of debt-servicing,




- market  access and limited capacity to introduce :adjustment.
programres and austerity measures. The losses with increase.

- protectionism have not been confined to developing countries or
traditional developed country exporters, but also those developed
countries that have become increasingly dependent .on export
markets as outlets for excess supplies of food products.

IT, ade Iiberalisati

Unlike agn.culture, the unprecedented growth in marufactured
exports which benefitted first Japan. - and later the newly
industrialising countries of South Rorea and Taiwan amongst

others, was made possible because of an open trading system.
Considerable progress has been made during the last two decades,
in reducing trade barriers facing maunfactured goods exported by
developing countries. In 1968, the Kennedy Round multilateral
trade negotiations oconcluded with broad agreements to reduce
© import duties by developed countries by almost 40 percent on
" average while the Tokyo Round achieved further cuts. Furthermore,
the Generalised System of Preferences granted the importation of
certain specific manufactured goods originating from developing
countries at zero tariffs or bear import duties below the MIN
rates.

In contrast, however, little if any trade liberalisation has
occured in the case of agriculture products. To a large extent,
this lack of progress is due to some countries' reluctance to
deal with the issues of agriculture protection in the MIN.
Specifically, the EEC regards the principle and machinery of the

"CAP as internal problems that "cannot be-called into question”
-and therefore "not a matter of negotiation.,”

Fram the start, the General Agreement of Trade and Tariffs
(GATT) has treated agriculture as a special case and rules
designed to curb unfair trading practices are so lcoosely drafted
as to have little effect. Export subsidies, the single most
important source of distortion in world agrlculture trade, are
permitted, provided they do not exceed an "equitable market
share". This is a concept which has proved. impossible to define
- in practice. GATT rules limiting the use of import restrictions

are generally ignored.

The latest round of GATT ta}ks will begin soon. Trade
ministers of 92 countries met recently at Punta del BEste to
launch a new round of global trade liberalisation talks. The new
GATT talks is designed to liberalise agriculture trade by
lowering import barriers and restricting the use of subsidies. A
group representing the "non=subsidising agricultural exporters”
called for a commitment to phase out export subsidization over a
ten year period., The GATT conference ended with a commitment to
consider the "possible phased reduction of the negative effects
of direct and indirect competition in world markets." The road to
the final agreement will be long, ardous and the negotiations
intense. The Kennedy Round tock 54 months of negotiations and




:3- tell mmether the'naa! rotmdmll make any progmss in thiss long
mad of . trade liberallsatlon in agrlcalttm‘al products.

Many developing ocountries have promoted and contimue to
' prouotelrxiustnallsatlmbehmghlghtradebamers The -imitial
‘umaxﬂ—}_odung strategy implicitly tax agriculbture vis-a-vis
industries it Iowers agriculture output prices relative
to Mesandbymeasmwemstofmtemedlate
industrial farm inputs. Several . studies have shown how the
differential pa:obectlm of mﬁusty has lowered the. profitability
-of agriculture in many developing countries. Wa.ththeemeptlm
of perhaps S. Korea and ‘I‘a.i.w:aanf most developing countries
diseriminate. agalnst agriculture. several empirical stedies have
indicated” how  policies that protect industries lower
substantially the prices of agriculture exports relative to
prmes of protected traded and non-traded goods. In addition,
given the geherous camrehensive system of incentives to attract
investment and coupled with the increasing labour productivity in
the industrial sector, such development strategies temd to
caccalerate the shift of resources out of agriculture, lowering
its profitability and worsening its internal temms of trade. As
labour and capital move out and technological progress slows, the

_ Soch  irward-looking policies and industrial protection
resnlt in an appreciation of the real exchange rate (the ratio of
-prices of trade goods to the prices of non~traded goods) which

- means  that traded goods become even less profitable than non-

traded goods causing more adverse conseguences on  developing

countries' agricultural exports.

Secm.laoucies

~ Secteral policies such as agriculture trade duties and/or
.- subsidies can - mitigate or exacerbate the mrplnnt taxation caused
by general macroeconomic policies. What is the extent and
relative freguency of producer support and taxation among

developing countries?

The ratio of domestic prices to border prices or nominal
prote¢tion ratio is a convenient indicator of trade distortions
-pursued by individeal countries. When domestic prices are kept
below world prices at country borders, producers of exports or
competing imporis are taxed. When domestic prices prices ave
hlgher than border prices, producers are supported. The NPCs
for a nmuwber of industrial and developing countries




£t Report 1986} reveal that “more of the
-dev coxmt::les tend to t‘.ax agrz;culture commodities, in raw
% - 35 wel 1 , e g They thns dlscourage
support Mﬁests.c prad_lctmn of foodi “They

and éncourage exports., The effect of-

the tax_ onmdevfe}.oplngmmesls even sktronger
cans:.der:i.ng the. over-valued exthange rate, EBEven when developing
es atl:anptto :.mpz‘cvesectoral policz.es, theseeffarts can

Perh'aps

_ selﬁnsnificiencylsanmportant policy goal among both
deve ifg Asian countries., Through the adoption of
new high yleldimg varieties, higher and widespread use of
- fertilizers and other famm inputs, large government investment in

m@tlm ard rural infrastructure, production techniques and
©ix 3 policies for agriculture, many are self-sufficient or
~near self-sufficiency. The record for Indonesia, China and
Bangladesh to name a few, have been mpressmve. Indonesia is now
expecting its third successive surplus in rice production,
Mindful -of the high cost of storage and the 3 million metric tons
.-of rice in govermment storage, government policy now encourages
. farmers to shift out of padi to maize production for livestock
“feed., The dramatic increase in output was the result ot high
danestic prices, input subsidies, government investments in
irrigation projects, credit and marketing arrangements. Much of
-this was made possible with the high crude petroleum price after
1973.. But budgetary constraints may cause the famm input
subsidies and level of rice reserve to be reduced. The floor
price of rice at Rps. 175 a kilogram of paddy is the same as last
‘year. This is a signifiant fall in real terms. All these will
- definitely affect production., Rice procurement by BULOG has also
declined. ‘ '

In the pursuit of self-sufficiency geals, substantial gains
from trade can be foregone. In a study on the rationale of rice
reserve as part of a food security programme, Reutlinger and
“Bigman found that stabilization of grain and prices through a
large reserve stocks is neither a realistic nor a cost effective
‘méans. of achieving food security. The cost of a reserve stock, in
their view, wusually exceeded the benefits. They concluded that
most developing countries could achieve a modest reduction in the
instability of food prices by operating a small buffer stock and
permitting near free trade.

A trade-off therefore exists between the degree of food
‘security and the costs of achieving it. The degree of food self-
sufficiency would ultimately depend on the risk perceptions of
individual oountires, Self-sufficiency, if pursued by most




‘cowmtrieStat any cost, would discourage the efficient prodocers.
ﬁeyamfmﬂﬁrdlscwaged, as now, Wwhen prices are depressed
further “by “export subsidies from industrial comntries where
fa::mers do niot respond to global price signals but only to prices
determined by domestic considerations. Would the Thai farmers be
so dlﬁxayaibyﬂleprevalllmg icw prices that they will curtail
the:u: rme prcduct:.m and therfore exportable surplus? Thailand's

] _ cment Plan already sets out such pollcy gmdelmes
-lf Irﬁmesia, the world's largest importer of rice in recent
past, is unable, because of budgetary constraints, to sustain
-self-sufficiency, and Thailand a major exporter adjusting its
production target, would the world rice supply-demand situation
-be changed considerably in the near future?

- No matter, seélf-sufficiency remains a popular non-economic
abjective, and some coumtries have besn willing to incur large‘
costs to attain it. Itcertamlyappearstomthatthement
tost of aduevmg self-sufficiency is too high. Malaysia, -in my
-opinjon, has wisely chosen to reduce its self-sufficiency goals
to a more rationale level by chosing to concentrate rice
m:t::x.m only in the eight granary areas where irrigation and.
services are good and productivity high.

‘Government Marketing Agencies and Input Subsidies

-~ We have reviewed same of the effects of agriculture
taxation, let us examine briefly the suitability of public
marketing agencies and the question of subsidies and its related
‘effects,

The objectives of agriculture policies in developing
comtries include the promotion of a more productive and
eff:.ciazt agriculture sector, increasing rural income,
- dids an of inoome, price stabilization and adequacy of food
: suppl:.es. To achieve some of the above and also to offset the

- ‘bias against agricultural producers, public sector marketing and
input -subsidies are common instruments used.

The intent to setting up public marketing agencies or
parastatals is to assist producers by preventing monopolistic
private traders from exploiting them beside the ability to
control producer and consumer prices. Governments often justify
‘the:.r involvement in marketing with the argument that private
is inefficient and can be monopolised by a small number of
private traders, There is little evidence to support this. In
ocntmst, marketing is an intrinsically difficult task for public

to perform well. These parastatals therefore can. be
relatively inefficient, Numerous studies have indiated this
(Abbot). For example, when a single price for all grades of rice
- is offered, famers would want to sell to it only the lowest
grade. Often, other factors such as eating quality, with its
~differential demand, are not considered. Only weight is. Pricing
“‘policies may not provide the incentive for operations such as
- drying. A recent study (dlewaxxi Fatinah Arshad) revealed that
farmerséomtd.ryt‘neirpaﬁ:.. cause it does not pay them to- do




so. _ 1f. Farmers coopemt:.ves can profltably take over some of
these functmns, perhaps the problem ‘of bottle—necks that often
a.rise ‘of padi waiting to be processed will be alleWated,

. Govermments have an important role to play in encouraging
markets, The recard of these marketing parastatals suggests that
the task can better be performed by competitive private markets.
It is ‘important that when public merketing agencies is
unavoidable, policies should not discowrage private sector
participation. ' '

Mach of the growth in agriculture production in many
developing countries have been attiributed to the large government
investment i.n 1J;r19at10n projects, provision of input subsidy
especially fertili , subsidies for mechanization and credit.
‘Besides the object:x.ve " of increasing productivity, the
. distributive element in rural areas is also importart. But these
- programmes are a big strain on the govermment budget and
- duestions onv&xeﬂxersuduﬁnﬁscanbemeeffecuvelyspenton
“ther programmes often arise, When subsidies dare given as income
transfer, more often than not, studies reveal that it is often
the  better-off farmers who are the beneficiaries, If income
transfer is the objective, programmes other than subsidized
inputs may be more effective. For example in fertilizer
subsidies, there is perhaps only justification for temporary
subsidies. This is the learning by doing rationale, However, long

- term - subsidies could result in non-optimal output mixes

especially when subsidy is provided for priority crops such as
padi, If fertilisers are mainly provided through public
distribution systems, apart from the inefficiences that entail
the enormous task of physical distribution, policies may curtail
private sector competition with dlre consequences as in public

marketing agencies.

- Having reviewed some of the issues of agricultural policy,
let us examine how the NAP measure up in terms of the direction
-and rationale of the policy issues. Going through the Fifth
gllaysm Plan, I have extracted from it sections which seem
relevant.

Objective of the NAP:

eoto  maximise income from agriculture through the
efficient utilization of resources and the revitalization of
the contribution of the sector to overall dewvelopwent,
Income maximisation refers to the maximisation of both famm
and naticnal inoome, incorporating the distributive as well
as growlih asnects of economic development.

The thrust of the NAP:

.e is to increase productivity, efficiency and
canpetltlveness in the development of new resources as well
as fuller utilization of existing resources.




 Subsidies for crops,. livestock and fisheries with the
exception of those for some crops, such as padi, pepper and
sago, were .gradually reduced towards the end of the Fourth
Plan. This was in line with the objective of reducing
progressively the provision of subsidies and developing a
strong a self-reliant farming community.

Where appropriate, subsidies will be gradually reduced and
replamdby C:redlt....

eee in order to reduce direct public sector mvmlvanent in
- production and marketing, efforts will be made to priva
j"fJ.c prajects and activities as well as enconrage é:.rect
~participation of the producers. '

eee toO stimalate increased private sector investment . in
agriculture investment .... tax incentives for agriculture

Sector-wide plamning and policy analysis will be improve in
v:.ew of the major structural adjustments and increasing

- complexity of the agriculture sector. Accordingly, it will
_.goheymgthemncdltyappmachandmllensmthe
contiming cons:.stency of policies..

Efforts will also be made to ensure the comodities are
‘developed on the basis of their commercial viability and
competitiveness.,

From the above, we can make the following comments., The NAP
is giving market forces a greater role in detemining agriculture
prices and farm income. The reduction of subsidies and
privatisation of certain functions of FAMA and LPN certainly
points in that direction. Input subsidies are not an effective
method for offsetting the adverse effects of low output prices
nor are they appropriate instruments for income distribution,
since the benefits accrue most to better-off farmers. The mumber
-of incentives in agriculture has certainly increased to attract
private investment. BHowever, the incentives for industries have
also similarly increased especially in the recent package of
incentives granted, What is of interest is the net or the
relative incentives given. This would provide a basis to
determine  whether agriculture  is being discriminated against
relative to industries. Further research in this would be
enlightening. " Private sector partic¢ipation should be  encouraged
at all levels of agricultural activities. The NAP sets forth
policies that are sectoral specific., The general macroeconomic
and malti-sectoral policies have also implications on
agriculture. Since macroeconomic policy can introduce bias
‘against agriculture, exchange rates and general patterns of
- prices and taxes need to treat agriculture relative to industries
~ view of the amployment considerations and growth potential. -




Unless they remgmse this, uolz.cy mekers will continually be
‘frustrated and- dlsapgaemi:eé with the results. ,

The need to increase food production in this country is
pressmg. This has been stressed repeatedly especially when the.
1ssues of food self-sufficiency and the population policy are
Since independence, self-sufficiency in food,
partimlarly rice, has been a major objective of national
- agricalture: policy. 'I%;ereamaretoenmrreanadequate supply
of__feed bes:;desannreequltablearﬁ desirable - iriccme
-distributien. A large proportien of public expenditure has been
allo ated  for the agrlculture sector. There has been extensive
development of infrastructural facilities, as well as agriculture
supportsenrlws ﬁledmblecroppmofpad;kasmsmeways,
mproved econcmic conditions of the farmers. Nevertheless, a

high level of poverty still persists among farmers (Chamhuri
Sivar).

It is sad to say that even with such public support, the
: i‘i','turesectoringeneral a.rﬁthefoodsectorinpartimlar,
't.he situation is discomfortiing. Productivity has been declining.
~Bae ” parbly to the dualistic nature of our agricultural sector,
the smallholding subsector, which are mainly inmvolved with food
CTODSy hadbaenmglectedandover—shadomdbythegla:mof
export crops. It is only now, in view of the economic recession
that policy makers reallsethatsmeﬂ'amghastobedmye to
m"ﬁ&fethissituatlm

Before going into the ways and means that have to be done to
ctify the situation, let us turn to the secand policy the

vertment has intrcduced which makes the role of food industry
_ . 'mepollcylsthenewpoptﬂatlmpolwy. By the -
year 2100, Malaysia's population is targettedtoumeaseto'ﬂ)
millicn, The main implications from this policy is we need extra
f»

'Ibinereaseproductmn, we can either increase the area of
cultivation (extensive margin) which will lead to &n increase in
land-labour ratio and eventually increase the output- ~labour ratio
_or we can concentrate on the intensive margin which involves:
 improving the method of cualtivation on existing land, so that
- higher output per man can be obtained, Fortmxately for Malaysia,
we éan try to solve the productivity problem via both approaches.

“There is still emple new land as well as substantial idle land.

. fThe Natmnal Agricultural Policy which was introduced in
. 1984, provides basic gmdelines for agricultural development. Its
‘objectives are to maximise farm income through the efficient
Cutilization of resources and the revitalization of the
- agriculture sector. Efforts will be doubled for developing and

- .modernising the umorganised smallholders towards a more
- commercialised type of holdings. At the same time, actiwve
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participation from the private sector is also encouraged,

-especially in projects that require large capital outlay. The NAP
. will continne to adopt and strengthéen existing strategies as well
as introducing new approaches to reach its cbjectives, Among
these are group farming, the establishment of mini-estates and
large~scale cammercial famming. Involvement of the private
enterprises in food sector will broaden the forward linkages
through activities such as processing and manufacturing of food.

These of ocourse will increase the value-added and therefore
national income. Many potential food crops have been identified
and comercialised cultivation of these crops will give a larger
retuxrn to farmers as well as providing an adequate supply of food
- to meet domestic demand.

All the Pprogrammes and strategies related to the
- industrialization of food sector must be acccmpanled by effective
investment incentives. It camnot be denied that the govermment
has done much to encourage food production, through the provision
of . credit by agencies such as Bank Pertanian Malaysia and other
comrercial banks, Investment incentives under the Investment
Incentives Act 1968 (ITA) such as granting it pioneer status,
investment tax status and export allowance are also granted to
investors in the food industry. In 1986, the new Promotion of
Investment Act was introduced to further attract foreign as well
as domestic investors. Special emphasis is given here to the
agricultural sector vwhere for example, an export allowance is
given for agriculture produce. The new Act includes Farmers'
: Organizations, Fishermen's Associations, Sole Proprietorship,
. partnerships or associations solely engaged in agriculture are
eligible for tax incentives for agricultural production. This
will encourage business activities among such bodies and
hopefully, will eventually change the traditional smallholdings
of food crops into a more commercial oriented, dynamic and
profit-oriented venture.

To direct the development of new industries until 1995, we
have the Industrial Plan (IMP). With this, the government expects
to attract more private investment. The IMP puts priiority to
resource-based industry such as rubber products, palm oil
products, food processing and wood products. Nevertheless, the
non-resource-based industries will still be encouraged.

On a more practical side, the government through Bank Negara
Malaysia, has chameled $1.0 billion of govermment deposits to
fund pew investment in agriculture, manufacturing and tourism,
This fund is known as the New Investment Funds (NiF). In
addition, we .2lso have the Export Credit Refinancing (ECR)
schemes, where credit refinancing is provided to exporters of
agricultural food products and livestock. All these are done to
encourage more investment in the food industry. Lately,
involvement of private enterprises into agro-based and food
industries: have been encouraging. The following section will
discuss examples of these activities. Private investment in food
sector has been zided by land development, especially by FELCRA,
-who has been given the task of developing idle land. FELCRA has
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* helped to arrange for leasing arrangements betieen the owners of

idle land and investors, Details such as rental rates amd time of
- lease are to be finalised to ensure that both parties obtain an
equitable returmn.

'Investment Opparttmtles

Large estates with financial, technical and mnagenal skill.
‘have long been identified as the moving force in the agriculture

. sector. Thus their participation in food production will really.

_contribute to nmational econamic development.

_ The fluctuation of price and unstable demand for ocur main
export .crops have forced the estates to look for other
. alternatives for reveme generation. The avenues of
diversificatioin for these plantation companies include large—

scale fruit famming and horticulture, aquac:zlture, animal .

‘husbandry and integrated farming.
| a. Prolt Farming

Mslaysia's import expenditure on fruits in 1984 amounted to
20.8 million with 104 million kilograms of imported fresh fruits.
Malaysia has been able to produce about one billion kilograms of
fruits. This shortage in local production is one of the reasons
why Sime Darby venture into large-scale fruit farming in 1981,
The company started with a 200-hectare fruit orchard in Negri
Sembilan. There are 17,000 mango trees and 7,000 durian trees.
- The capital outlay was about $2.5 million. To date, the company
has sold 5,000 kilograms of mangoes while the durian trees are
expected to begin fruiting in 1987. The company is looking into
the possibility of processing mangoes into Jjuices instead of
selling the fruits. At the moment, they found that it is still
profitable to sell the fruits to the local market rather than
havmg them canned,

Fruit farming has also been identified as a profitable
-source of income by Pegi Malaysia. The campany has also ventured
into horticulture, where they started producing ornamental plants
and fresh cut-fiowers. Their target is the export market. With
this development, it is hoped that the country will have enocugh
fruits to fully support the development of a fruit processing
industry.

b. Aquacnlture

The Lion Corporation is currently involved in aguaculture.
This activity, to be developed on a large-scale, can offer much
‘to the company as well as to the small farmers. In their
pioneering step, the company invested more than $3.0 million to
- develop a tiger prawn project. This project is new, needs a large
- area as well as subtantial capital. It is more feasible for large
companies rather than small fammers to venture into this
~enterprise due to their advantages of finance, research and risk-
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taking ability. The Licn Corporation have set up two research.
‘centers in Malacca and Selangor. 'Ihey have thus spent $12.0
" million in building infrastructure and in developing technical

. ‘expertise.

. Even though aguaculture is a high risk investment, the
expacted desirable multiplier effects on the economy as a whole
makes it attractive. With the technology developed successfully

by private investors with govermment support services and
expertlse small farmers could also venture into this nﬁustry.

Malaysma has not attalned self—suffn.c:Lem:y in llvestock
pro'ducts We neéd about 600,00 heads of sheep or goat annually
and of this, only 10 to 15 percent are produced locally. Demand
- for meat and mutton are ever increasing, due to a rising standard-
of llvmg, increase in population as well as demands for a wider
choice of meat. These factors should provide encugh reasons for
private enterprlse to venture in the livestock industry. One such

. entrepreneur is Palmco with interest in cattle breeding.

d. Integrated Farming

The activities in integrated famming are animal husbandry
oil palm and rubber cultivation and aquaculture. Two private
companies that have been actively involved with such programmes
. are Kumpulan Guthrie and Lion Corporation.

.The concept of integrated farming ahs been adopted in
' Southeast Asia, but we in Malaysia have still not attempted it on
a large-scale. The integrated farming system could be developed
to be a wvery dynamic industry where the components are
- camplemenmtary to each other .For example, waste from aquaculture
could be turned into animal feed, while the waste from animal
hushandry could be used as nutrients for the ponds. Waste water
from the ponds which contains a high quality of mutrients could
in turn be used to water the fruit trees and vegetables and other
cash crops. This symbiotic relationship between mputs and
outputs must be managed efficiently if the project is to be
successsful. For private -enterprise such as Guthrie and Lion
" Corporation, this might not pose much of a problem with their
expertise and managerial skill. When this concept is transfered
to small farmers, we would need the support from the government
and its agencies to ensure success. '

e, Others

The above are only a few examples of investment
‘ opportunltles open to private investors, large or small in the
agriculture  sector. BAs a developing country, there are still
~ ample areas to be explored such as agro-based industry ranging
from production, transportation and distribution, processing,
marketing and related activities. It is clear that activities in

 the agricultural sector, especially the small holders int the
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rural areas, are. st::.].l conflneri to producta_On and 11ttle of _
‘ g else Tiu_s Wl'xauld p::mde scme ideas to those ok '

. To ooncltﬂe, we saw that the agrlcultural growth experiences
of. dev;—__\_lopmg cmmtries dur:t.ng the past decgdes have ‘shown 1t o
; ping countnes as well industrial oountries can

beneflt frcm a léss restrictive system of: world trade ‘(valdes,
' " '._-'-). The outlook could be much more favourable if

aga::.nst-

and trade in developlng countries and the

subsidies that generate overproduction in .industrial

Agrlculture goods could then be traded in world

- Sy iding ‘all countries with opportumts_es to increase

their mcanes by spec:Lal:.zing in products in which they have a
comparative advantage.

We have also seen that the National Agrlcultural POlle is
giving market forces a greater role in agricultural development.
Private sector investment is not only encouraged in " investment,
but also in marketing, distribution, processing and other_
services-related aspects of agriculture. With the provision of
more incentives, increasing opportun.ltles in all stages of the
poroduction process exist. There is a positive side effect from
the current recession. For amidst the depressed commodity prices
- and gloomy prospects of other sectors, there is a renewed
interest in agriculture and food production. Let's hope that this
will not be a temporary trend but remain a permanent feature of
Malaysian agriculture.
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