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Abstract: The oil palm boom in Southeast Asia has increased demand for institutional
arrangementsfacilitating large-scal e plantation devel opment on customary lands. A financial
model of an oil palm plantation in Sarawak, Malaysia, is used to explore six project types,
including managed smallholders, three different joint-venture arrangements, renting, and
(for comparison) a private plantation on state land. Benefit-cost analysis is used as the
basis for project, private (shareholder), and stakeholder analyses. There is a trade-off
between the efficiency and equity outcomes of the alternative arrangements as modelled.
While joint venture projects provide higher aggregate net benefits, managed smallholder
projects provide more benefitsto landhol ders. When the actual performance of the alternative
schemes is taken into account, the managed smallholder approach is superior on both
efficiency and equity grounds. The joint venture approach could be improved by paying
advance dividends or combining afixed rent with ashare of dividendsto reducetheincome
risk faced by landholders. In all cases, improved management is needed for the schemesto
achieve their developmental potential.
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1. Introduction

Rapid economic growth in East and South Asia is fuelling demand for Southeast Asian
agricultural commodities, notably rubber and palm oil. The renewed profitability of these
crops has in turn generated demand from local and foreign investors for access to land for
large-scale plantation development. State actors at national and sub-national levels have
been eager to satisfy this demand in order to capture a share of the rents generated by the
boom in tree crops, whether in state-managed economies such as Laos and Vietham or
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market-based economies such as Malaysiaand Indonesia (Shi 2008; Manivong and Cramb
2008; McCarthy 2007; M cCarthy and Cramb 2009). However, much of theremaining suitable
land in Southeast Asia is aready held by village-based smallholders practising semi-
subsistence, long-fallow farming under customary tenure systems, rendering large-scale
land devel opment acomplex social, palitical, and legal undertaking (Deininger 2003; Cramb
et al. 2009). Thishasinduced governmentsto develop avariety of institutional arrangements
to combine the land, labour, capital, and management required for profitable tree-crop
devel opment (Barlow 1986; Casson 2000; Zen et al. 2005; Wright 2009; Zola2009; SPF 2008;
Baird, 2009). Some of these measures clearly amount to enclosure, expropriation, and gjection
of farming populations, generating justifiable ‘agrarian angst’ on the part of affected
landholders (Colchester et al. 2006, 2007; Then 2008; Turner and Caouette 2009). In many
cases, however, domestic political and legal realities, pressure from international donors,
and collaborative initiatives such as the Roundtable on Sustainable Palm Oil (RSPO) have
constrained governments and investorsto seek institutional arrangementsthat are perceived
to be ‘developmental’, providing opportunities for customary landholders to participate
equitably in land development projects.

TheMaaysian state of Sarawak on the north-west coast of Borneo providesan excellent
case study of institutional innovation in the large-scale development of customary land
(Leigh 2001). Around 20-25 per cent of thetotal land areaand 60-70 per cent of agricultural
land (including forest-fallow) is claimed as Native Customary Land (though recent
amendments to the 1958 Land Code have made it increasingly difficult to uphold those
claims, hence the Sarawak Government asserts, on the basis of unpublished maps, that only
13 per cent of land is Native Customary Land) (Cramb and Dixon 1988; Cramb 2007). Such
land is not surveyed or titled but is subject to various combinations of private and common
property rights within an overarching framework of community governance. Hence it is
more accurately characterised as‘ community-based tenure’ than ‘ communal tenure’, given
that most of the land is held by individual households (Cramb and Wills 1990; Deininger
2003). The Land Code makesit illegal for ‘non-Natives' (primarily Malaysians of Chinese
descent) to deal in Native Customary Land (Porter 1967). Asmuch of the capital for oil palm
development isin Malaysian Chinese hands, this creates adilemmafor agovernment intent
on transforming the rural landscape via private-sector plantation devel opment (Cramb 2011).

Sarawak is regarded asthe last frontier for oil palm expansionin Malaysia, following
the effective closure of the frontier in Peninsular Malaysia and Sabah (Fold 2000; Sutton
2001; McCarthy and Cramb 2009). From 23,000 hain 1980, the areaplanted with oil palm had
increased thirtyfold to 840,000 haby 2009 (DA 2011). Oil palm now accountsfor about 7 per
cent of the total land area and 67 per cent of the area under agricultural cropsin Sarawak.
Theofficial target wasto plant one million hectares by 2010, including 400,000 haof Native
Customary Land. Whilethesetargets have had to be revised and extended (in particul ar, the
Ministry of Land Development now aims for 380,000 ha of Native Customary Land to be
planted by 2020), well over amillion hectareshave aready been allocated to ‘ land banks' for
oil pam development and the rate of expansion continues to be around 10 per cent per
annum. Most oil palm plantations (80%) have been established by private companies (or
privatised government agencies) holding leases over State Land (though claimsto customary
ownership are being pursued in perhaps a quarter of these (Cramb 2011)). Asthe profitable
opportunities for developing State Land have been taken up over the past 20-30 years,
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attention has increasingly turned to the development of areas officialy recognised as
Native Customary Land (Cramb 2011).

Two broad approaches have been adopted to facilitate |large-scal e oil palm devel opment
on Native Customary Land: (1) the ‘managed smallholders approach and (2) the ‘joint
venture’ approach. There has also been considerable growth in both independent and
state-assisted smallholder oil palm on customary land, though the areais only one-sixth of
that under the large-scale schemes (Cramb 2011). Research to compare plantation and
smallholder approaches is being conducted but is beyond the scope of this paper (Cramb
and Sujang 2011).

The main agency responsible for implementing the managed smallholder approach is
the Sarawak Land Consolidation and Rehabilitation Authority (SALCRA). Thisagency was
established in 1976 to develop Native Customary Land ‘for the benefit of the owners'.
SALCRA is'deemedtobeaNative’ under the Land Codeand so can deal in native customary
land. After taking adequate steps to ‘ascertain the wishes of the owners', SALCRA can
declare atract of land (typically up to 5,000 ha) to be a‘ development area’, thereby giving
it powersto develop the land. The SALCRA Ordinance requiresit to survey the land and,
on completion of the development, the right-holders are issued with full titles, SALCRA’s
mode of operation isto borrow public and donor fundsfor the capital costs of development.
The costs are charged to the participants, who progressively pay back the debt as their
palms are harvested, leaving them with the net proceeds from the sale of their fruit. While
initially the plantation labour wasentirely provided by the landholders, who were empl oyed
on a daily wage but worked on their own lots, in most cases Indonesian contract workers
are now employed, especially for harvesting, as landholders pursue other farm and non-
farm activities.

After aslow start in the 1970s and 1980s due to lack of resources and experienced
manpower, by 2006 SAL CRA had established 19 schemes with over 45,000 ha of oil palm
(about 7% of the total oil palm area) involving over 12,500 participants, an average of
around 4 ha per participant. Though the agency has been criticised for being caught up in
patronage politics (King 1986; Thien 2005), high palm oil prices, the payment of proceeds,
and the issuing of titles have eased many of the participants’ concerns and there is unmet
demand in many inland regions for SALCRA oil palm schemes. Nevertheless, historical
problems of remote and fragmented plantation areas, often with poor soils, combined with
inadeguate management at the estate level, have restricted the performance of some schemes
(Cramb 1992). In large part, thisisdueto SALCRA'soriginal aim of providing development
opportunitiesto poor rural communities rather than maximising profits.

In conjunction with the Minstry of Land Development, the agency responsible for the
joint venture approach isthe Land Custody and Development Authority (LCDA), established
in 1982. LCDA isnot primarily aland development agency in the same sense as SALCRA
but an intermediary between landholders and private plantation companies. As with
SALCRA, LCDA is deemed to be a‘Native', giving it power to deal in customary land.
L CDA too proceeds by declaring land to be a devel opment area, though the only condition
isthat ‘it appears to the Minister that it would be in the interest of the inhabitants of any
areathat such area should be developed.” The joint venture approach made little headway
until the launch of the New Concept (Konsep Baru) policy in 1994 (Uning n.d.; MLD 1997).
Under this policy the customary landholders agree to assign their land rightsto LCDA (by
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signing a trust deed), which forms a joint venture company (JVC) with a private-sector
partner (Bulan 2006). The JVC then applies to be ‘ deemed to be a Native' under the Land
Code. A consolidated lease covering 5,000 ha or more is issued to the JVC for a 60-year
period. Following apicket survey of individual holdingswithin the lease area, the V C pays
the value of the land to the owners, which until 2009 was pegged at MYR 1,200 per ha
(whichisbelow the market value of favourably situated land). Of this, 10 per centispaid up-
front in cash, 30 per cent isinvested in agovernment unit trust scheme, and 60 per cent is
invested as the landowners' equity in the company. The private-sector partner holds 60 per
cent equity, thelandhol ders 30 per cent, and LCDA 10 per cent. Landholdersreceivenotitle
to their land but can expect to receive dividends according to the area of land contributed.
They can obtain employment on the estate but are not involved in any management decisions
or financing arrangements. The primary intention behind the joint venture approach has
beento draw on private capital and management to open up customary land for development
at acommercia standard (Uning n.d.; MLD 1997; Cramb 2011).

By 2008 there were 33 joint-venture projects on customary land, involving 11,850
participants, and 45,000 haunder oil palm, an average of 4 haper participant (very similar, in
fact, to SALCRA). However, even more so than with SALCRA schemes, thejoint venture
projects have comein for heavy criticism (Ngidang 1999; 2000; 2002; Songan and Sindang
2000; IDEAL 2001; Matsubura 2003; Mgjid-Cooke 2002; 2006). These concerns seem well
justified in that, by 2009, only one of the JV Cs (with a planted area of 1,800 ha) had issued
actual dividends. An investigation by an experienced plantation manager commissioned by
L CDA found that one of the key problems was inexperienced and ineffective management
at the plantation level (as indeed with SALCRA). The earliest and largest project (the
Kanowit Oil Palm Project), established in 1995 and accounting for over a quarter of the
current areain joint venture projects, had been unable to declare dividends by 2009 due to
low yields and heavy borrowings at high interest rates. In 2008, this led to protests and
blockades and in 2009 some of the participants initated legal proceedings against LCDA
(Thien 2008). In responseto landholder concerns, LCDA has proposed modificationsto the
New Concept policy, including the payment of advance dividends to landholders from the
first year. Other options under consideration include the incorporation of a fixed rent
component, with or without a share of dividends, and increasing the notiona land value
used to calculate the investor’s capital injection, in order to reduce the required borrowings
of theJVC.

The aim of the research reported in this paper is to compare the current and proposed
arrangementsfor large-scale oil palm development on customary land in Sarawak interms of
both efficiency (maximising net present value) and equity (the distribution of benefits
among stakeholders). The question of whether private sector involvement can also accelerate
progress in developing Native Customary Land is not directly considered but is noted
briefly in the Discussion. The focus of the research is on financial benefits and costs, for
the time being leaving aside questions about the on-site and off-site environmenta costs
associated with the broad-scal e conversion of mainly forested land (primary and secondary)
toan oil palm monoculture (Lian and Wilcove 2008; Tanakaet al. 2009; Tisdell and Nantha
2009; Venter et al. 2009). Giventhe highly variable performance of both managed smallholder
and joint-venture projects, itis difficult to make meaningful comparisons based on observed
data alone, and impossible in the case of proposed modifications to existing arrangements
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which are yet to take effect. Hence the approach is to develop arealistic model of alarge-
scale oil palm plantation in Sarawak conditions and to vary the key parametersin line with
the alternative ingtitutional arrangements discussed. The outcomes for each alternative
could then be meaningfully compared with each other, aswell aswith the observed outcomes
of actual projects. This kind of analysis is greatly needed to inform the policy debate in
Sarawak and el sewhere about the choice of institutional arrangements for thiskind of land
development.

2. Methods
2.1 Overview

A spreadsheet model was developed for a 15,000 haoil palm plantation in atypical upland
area of Sarawak with mineral soils, undulating terrain, and young secondary forest cover.
The data for the model were obtained from several sources, including survey data and
detailed feasibility studies prepared by local agricultural consultants, SALCRA, and
subsidiaries of the State Farmers’ Organisation, as well as interviews with and recorded
data provided by key informants in public and private organisations involved in oil palm
development. These data were cross-checked with detailed survey data collected by the
Malaysian Palm Oil Board (MPOB 2006). The model assumed a 25-year planning horizon
(Year O to 25) to encompass the economic life of the plantation. Prices and costs were
expressed in 2007 Maaysianringgit (MY R); the average exchange ratein 2007 wasUSD 1.0
toMYR 3.5. Thenominal cost of capital in 2007 wasaround 8 per cent and theinflation rate
around 2 per cent, hence areal discount rate of 6 per cent was adopted.

Thismodel was used to explore six project types (Table 1): (1) agovernment-managed
plantation following the SALCRA approach, with land retained by the landholders and 100
per cent of the net proceeds paid to them (Managed Smallholders); (2) a joint venture
plantation following the current New Concept approach managed by LCDA (Joint Venture
1), with land contributed to the joint-venture company in return for an up-front advance or
incentive payment of MY R 480/ha and a 30 per cent share in the equity and dividends; (3)
amodified joint-venture scheme (Joint Venture 1) in which advance dividends were paid at
MY R 150/haly for six years, after which actual dividendsare projected to exceed thisamount;
(4) ajoint-venture schemeinvolving amixture of renting and dividends (Joint Venturelll) in

Table 1. Equity, rental and advances in six project types

Project type Equity (%) Rental (MYR/ha)  Advance (MY R/ha)
Land- Investor  Agency
owner
1. Managed Smallholders 100 0 0 0 0
2. Joint Venture | 30 60 10 0 480
3. Joint Venture |1 30 60 10 0 480+150 p.a.
4. Joint Venture 111 15 75 10 500 p.a 0
5. Fixed Rent 0 90 10 1,000 p.a 0
6. State-Land Lease 0 100 0 741 0

Malaysian Journal of Economic Studies Vol. 49 No. 1, 2012 53



R.A. Cramb and D. Ferraro

which landholdersreceive afixed rent of MY R 500/haly for thelife of the project, and a15
per cent share in the equity and dividends; (5) a schemein which the landholders rent their
landfor MY R 1,000/haly but have no equity inthe project (Fixed Rent); (6) for comparison,
aprivate estate on State Land, paying the standard one-off premium to the government of
MY R 741/ha(State-Land Lease).

Following Campbell and Brown (2003), for each of the project types, aproject analysis
was undertaken to evaluate the benefits and costs at market prices, regardless of their
incidence. A private analysis was aso undertaken so that the benefits and costs to the
equity holders could be calculated taking into account company tax and financing
arrangements. Finally, a stakeholder analysis was conducted, drawing on the previous two
analysesto calculate the aggregate net benefits from each stakehol der’s perspective —local
landholders, local workers, estate management (salaried workers), foreign workers, private
investors, and the government.

2.2 Development Costs

The costs associated with communicating and negotiating with landholders prior to the
commencement of the project were not included. These are borne by the various government
agencies involved as agency overheads and have not, in the past, been charged to a
specific project. The cost of surveying land for titling purposes, asrequired in a SALCRA
project, was also not included asthis cost iscovered by agrant from the Sarawak Government.
However, the costs of conducting the picket survey to determine landholders’ shares in
joint-venture projects are charged to the JVC. Likewise, the cost of any feeder road to the
project villages was not included as this too is part of government expenditure on rural
infrastructure, with benefitswell beyond the plantation. It was assumed that an appropriately
sized palm oil mill was located within 20-30 km of the plantation, hence the costs of
constructing and operating a mill were not included.

A plantation area of 15,000 ha was assumed, compact but not necessarily contiguous,
developed in three phases, each of 5,000 ha, from Year 0to Year 2. Thisisat thelarger end
of the distribution of plantation sizein Sarawak, but there would have been little change to
the comparative results if a smaller area had been assumed. The plantable area accounted
for 90 per cent of the gross area, with the remaining 1,500 ha being utilised for the nursery
site, drains, roads, buildings, and reserve. The assumed management structure followed
industry practice, with an overall plantation manager and three estate managers, one for
each phase. Government salary scales were applied to the Managed Smallholder project
and (higher) private-sector salaries were used for the other five project types.

Plantation establishment included marking perimeter boundaries and surveying the
area; land clearing (under-brushing, felling, lining, pruning, and inter-row stacking); nursery
establishment; constructing field drains and bridges; constructing field roads and clearing
internal paths for harvesting; terracing; mechanical holing; and planting. The planting
material was assumed to bethe Tenerahybrid (Duraby Pisiferacross). Thenursery culling
rate was 20 per cent. About 3.4 million seedlings were required.

Establishment costswere staggered from Years 0 to 2 according to the three devel opment
phases. Other capital expenditure included buildings and quarters, plant and machinery,
and furniture, fittings, and office equipment. These were al so staggered over thefirst three
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yearsto reflect commercia practice. Maintenance of the planted-out palmswas assumed to
beginin Year 1 and included fertilising, weeding, and pest and disease control up to maturity.

Table 2 shows the breakdown of costs to maturity (Years O to 2 for a given phase)
expressed on a per-hectare basis. The total development cost was around MY R 12,000-
13,000/ha, which accords reasonably well with estimates from documentary sources and
key informants. If anything, the development cost was at the upper end of the observed
range. The importance of establishment costs, incurred in Year 0, can be clearly seen,
accounting for 63 per cent of the total, with road construction alone accounting for 27 per
cent.

2.3 Operating Costs

Estate operating costs begin once the palms in each phase reach maturity and start bearing
fruit. Scout harvesting for theinitial small yieldsnormally begins 24-30 months after planting.
The harvesting interval is 10-15 days, i.e., 2-3 rounds per month. Fresh fruit bunches (ffb)

Table 2. Breskdown of development costs (Years 0-2)

Cost item MYR per ha Percentage
Establishment Costs
Land preparation 1,422 111
Drains 972 7.6
Roads* 3,449 26.9
Nursery 662 52
Seedlings 290 2.3
Terracing 880 6.9
Planting 357 2.8
Sub-total 8,032 62.7
Other Capital Costs
Buildings, office equipment 120 0.9
Quarters 441 34
Plant and machinery 385 3.0
Other 128 1.0
Sub-total 1,074 84
Maintenance Costs
Fertilising 2,042 15.9
Weeding 1,055 8.2
Pest/disease control 193 15
Tools 46 0.4
Infrastructure 65 0.5
Other 153 12
Sub-total 3,554 27.7
Estate General Expenses 153 12
Total 12,813 100.0

a Excluding gravelling, which is deferred until Years 3-5
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must be delivered to the mill within 24 hours, involving labour and transport costs. Field
workers also undertake weeding, fertilising, pest and disease control, pruning, and
maintenance of infrastructure.

In Sarawak, about 90 per cent of harvesting and collecting work is undertaken by
foreign (mostly Indonesian) labour (MPOB 2006). Hence the cost of harvesting was based
on apiecerate of MY R 21/ton, the conventional rate used for foreign labour, combined with
theyield for agivenyear. A figureof 2.0t ffb harvested per man-day was used, reflecting the
higher productivity of foreign labour (compared with 1.5 t/day for local labour).
Transportation to the mill was assumed to be done by contractors on a piece rate. About 60
per cent of field workers and other general workers on Sarawak oil palm plantations are
foreign (MPOB 2006). However, locd labour isgiven priority in schemeson Native Customary
Land, hence it was assumed that only local labour was employed for maintenance work, at
local wage rates.

Road gravelling costs were delayed until the operating stage began and were spread
over Years3to 5. Thisreflectsthe general practicein both government and private agencies
of delaying thislargeitem of expenditure aslong as possible. Remaining road infrastructure
mai ntenance costswereincurred from Year 6 over theproject life, reflecting annual upgrades.

Table 3 shows the breakdown of operating costs, defined as costsincurred from Years
3to 25for agiven phase. Fertilising accounted for around half the total expensesduring the
productivelife of the plantation, followed by harvesting (21%). Fertiliser priceshave doubled
between 2007 and 2009, adding 50 per cent to operating costs. Many plantation managers
cut back on fertiliser applications during this period, with impacts on yield. The 2007 rates
and costs were assumed in the model. Overall, 1abour costs accounted for only 23 per cent
of total costs, largely because of theimportance of fertiliser inputs. Of the labour component,
harvesting and transportation of the fresh fruit bunches accounted for around 58 per cent.
Upward pressure on wage rates for foreign labour is beginning to impact on operating
costs, but 2007 rates were retained in the analysis.

Table 3. Breakdown of operating costs (Years 3-25)

Cost item Total Labour Annual
component average
MY R/ha % MYR/ha % (MYR/ha)
Fertilising 35,605 49.7 370 2.2 1,548
Weeding 9,676 135 3,920 23.8 421
Pest/disease control 3,870 5.4 231 1.4 168
Pruning 277 0.4 157 1.0 12
Harvesting/collection 14,989 20.9 9,503 57.6 652
Tools 505 0.7 0 0.0 22
Infrastructure @ 1,513 2.1 286 1.7 66
General expenses 2,150 3.0 1,500 9.1 93
Other 3,098 4.3 520 3.2 135
Total 71,682 100.0 16,487 100.0 3,117

2| ncluding road gravelling.

56 Malaysian Journal of Economic Studies Vol. 49 No. 1, 2012



Large-Scale Oil Palm Development on Customary Land in Sarawak, Malaysia

2.4 Yield and Revenue

Oil pams begin to yield in the third year after planting. The yield profile then increases
sharply, reaching a plateau from about the eighth to sixteenth years before slowly declining
(Corley and Tinker 2003). Yields of 20-25 t/haffb are readily achieved in well-run private
estates on mineral soils in Sarawak. Such yields are also generally assumed in project
proposals for joint venture schemes (though, in practice, they have generally failed to
attain them). SALCRA schemes, however, average 15t/hain estates that have reached the
yield plateau, for reasons indicated in the Introduction.

Figure 1 showsthe high and low yield profilesused in theanalysis. Theformer averages
21 t/haand attains a maximum of 25 t/hawhile the latter is assumed to achieve only 60 per
cent of this figure, averaging 12 t/ha and attaining a maximum of 15t/ha. The high-yield
profilewasused for al the project typesinvolving the commercial sector (Joint Venturel, 11,
and 11, Fixed Rent, and State-L and L ease) and thelow-yield profile was used for the Managed
Smallholder project type. Theimplications of not actually attaining commercial yieldsinthe
joint venture projects are discussed later in the paper.

For the project analysis, the net cash flow in each year was cal culated by deducting all
of the capital and recurrent costsincurred in that year from the revenue obtained. Revenues
were calculated based onthe priceand yield for each year. Thepricein Year 3wasMY R 580/
t ffb. Due to improvementsin bunch quality in the first few years of production, the price
increased to MY R 600/t by Year 7 and remained constant thereafter. These prices reflect
average prices in 2007 for Grade B bunches, which were probably at the upper end of the
price cycle. A lower Year 7 price of MYR 400/t was also used to reflect the degree of
fluctuation in this key variable.
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Figure 1: Estimated yield profiles (tons/ha ffb)
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2.5 Land Costs

The private plantations on State L and were assumed to make a one-off payment to the state
of MY R 741/ha—thepremium for aprovisional lease. Thiswas staggered from Year Oto Year
2 according to the 5,000-ha devel opment phases of the project. Thereisanecdotal evidence
that some private lessees, having set up a paper company for the purpose of acquiring a
lease, effectively ‘on-sell’ the lease (by selling their shares in the company to a genuine
investor) at a market rate five to ten times the original premium, but this situation was not
explored here. In any case, from an economic point of view, thismerely involves an advance
of profits from the genuine investor to the pseudo-investor.

This land cost does not apply to SALCRA or LCDA projects as both of these utilise
Native Customary Land. No land rent is paid to the participants of a SALCRA estate as
there is no private investor involved and the local landholders receive 100 per cent of the
net proceeds; thiswas the assumption in the Managed Smallholders project type (Table 1).
In Joint Venture |, the investor was assumed to pay for the landholders’ equity in the joint-
venture company (JV C) based on the notional land value of MY R 1,200/ha. Sixty per cent of
thisvalue (i.e,, MYR 720/ha) constitutes the landholders’ 30 per cent equity in the joint
venture; hence the investor’s total capital injection amounted to MYR 2,160 per ha. The
remaining 40 per cent (MY R 480 per ha) was paid to the landholder as an advance from the
NC.

Two hypothetical project types were developed in which the landholders leased their
land to the private investor (Table 1). In the first case (Joint Venture I11), the landholders
were assumed to receive afixed annual rent of MY R 500/hafrom Year O, plusa 15 per cent
share of the dividends, while the investor’s equity was increased to 75 per cent. In the
second case (Fixed Rent), the landholders were assumed to receive a fixed annual rent of
MY R 1,000/ha and no dividends, while the investor’s equity was 90 per cent. The lease
valueof MY R 1,000/haly iswell above the premium for aprovisional lease of State Land (it
isequivalent to an up-front payment of MY R 13,000/ha) and better reflectsthe market value
of undeveloped but accessible land suitable for oil palm.

2.6 Financing

SALCRA isableto obtain concessional loans from the Malaysian Government to finance
its projects. The loan repayment schedule runs from Years 7 to 24 of the project; that is,
there isaseven-year grace period between Years 0 and 6. Moreover, no interest accrueson
the principal drawn down within the grace period. Equal instalments of the principal arepaid
off between Years 7 and 24, with interest charged at 4 per cent per annum on the outstanding
balance within this period. These assumptions were used for the Managed Smallholders
project.

Loans for the other five project types were assumed to be taken out annually from
Years0to 4 and werelinked to the capital requirement for each of theseyears, lessthe paid-
up capital in Year 0. For consistency, in all these project types, the paid-up capital was
based on afigure of MY R 2,400/ha, derived from the policy which prevailed up to 2009 of
pegging the value of customary land at MY R 1,200/ha. As 60 per cent of MYR 1,200 (i.e.,
MY R 720) was deemed to be thelandholders’ 30 per cent equity, thefull paid-up capital was
MYR 720/0.3 = MYR 2,400. In Joint Venture |, 30 per cent of this was considered the
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customary landholders' share in the company. The private investor contributed 60 per cent
as its equity share, and also paid for the landholders’ share as they had contributed their
land instead. Therefore, the private investor contributed 90 per cent of the paid-up capital
(MYR 2,160/ha) and the managing agent (LCDA) contributed the remaining 10 per cent
(MYR 240/ha). This also applied to the Joint Venture 11, Joint Venture |11, and Fixed Rent
projects. In the State-L and L ease project, the investor contributed all MY R 2,400/ha.

In Malaysia, many banksalso provide agrace period of 3-7 yearsfor private plantations.
Interest is charged during the grace period but interest payments can be deferred until the
grace period terminates for each loan. The assumption made in this analysis was that the
financier allowed a5-year grace period and that interest was charged at 7.5%. The repayment
schedules for the loans were staggered in the same way as the loan drawdown, with full
repayment due within 10 years. As the grace period was included in the 10-year total
repayment deadline of each loan, principal repaymentswere madein equal annual instalments
over the final 5 years of the repayment period. The interest calculated on the principal for
theinitial 5 years was then a constant annual amount spread evenly acrossthefinal 5 years
of the repayment period. In addition, interest was also cal culated annually on the reducing
balanceinthefinal 5yearsand paid in thisperiod. Thetotal |oan repayment schedulefor the
plantation was an aggregation of theindividual repaymentsfrom each loan madein agiven
year.

The current corporate tax rate in Malaysiais 26 per cent. Corporate tax was deducted
annually for each of the schemes at 26 per cent of net profit, except for the Managed
Smallholder project. Though SAL CRA paystax onitsoverall operations, scheme participants
arepaid pre-tax ‘ net proceeds’ rather than dividends, thus avoi ding thisimposition. However,
before calculating net proceeds, SALCRA deducts around 20 per cent for a landholders
reserve fund, partly to cover years of poor returns and partly for replanting at the end of the
project. For the Managed Smallholder project, these deductions were made in each year of
positive returns and paid out as alump sum in the final year.

3. Results
3.1 Project Analysis

In project analysis, the net present value (NPV) and internal rate of return (IRR) are computed
for the project as a whole using market prices, regardless of how the net benefits are
distributed. This is a measure of the overall efficiency of the project, ignoring financing
arrangements and distributional considerations (i.e., who gets what). Table 4 summarises
these results for the six project types for output prices of MY R 400 and 600/t ffb.

Itisclear from Table4 that, at an output price of MY R 600/, all the project typeswere
profitable in their own right. The Joint Venture | and Il and State-Land L ease projects all
generated NPV sof over abillion ringgit, or MY R 67,000/ha, and rates of return of around 26
per cent. The project types with a rental component (Joint Venture 111 and Fixed Rent)
performed less well but were still highly profitable at 22-24 per cent. The Managed
Smallholder project performed least well, given itslower yield profile, but still generated a
return of 17 per cent. At thelower output price, the projectswith private sector involvement
were all still profitable at 16-18 per cent but the rate of return to the Managed Smallholder
project was only marginally above the cost of capital.
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Table 4. Project NPV and IRR by type of project and output price

Type of project MY R 600/ton ffb MY R 400/ton ffb
NPV at 6% IRR (%) NPV at 6% IRR (%)
(MYR (MYR
million) million)

Managed S/H 396 17 63 8

Joint Venture | 1,019 26 465 18

Joint Venture I 1,010 26 456 17

Joint Venture I 935 24 381 16

Fixed Rent 845 22 381 16

State-Land Lease 1,016 26 462 18

3.2 Private Analysis

The private analysis examines the aggregate profitability of the projects from the point of
view of al the equity holders, including private and public investors and participating
landholders. Thisanalysisbuildson the project analysisbut also allowsfor financial inflows
and outflowsin theform of borrowings, interest payments, principal repayments, allocations
to the reserve fund, and company tax liabilities (where relevant), to give a figure for net
proceeds or dividends. This figure reflects the combined financial returns to the project
participants.

Table 5 shows that all project types generated substantial dividends, at both high and
low price levels. The Managed Smallholder project, though generating the lowest net
proceeds, performed relatively better in this analysis, largely because of the concessional
financing and avoidance of corporate tax. The Joint Venture | project was comparableto the
purely private sector project (State-Land Lease), but the payment of advance dividends
(Joint Venture 1) reduced the total value of dividends by around MY R 9 millionrelativeto
the current model, the combination of renting and advance dividends (Joint Venture 111)
reduced total dividendsby around MY R 63 million, and straight renting (Fixed Rent) reduced

Table 5. Present value of total dividends/net proceeds at 6% by type of project and
output price

Type of project MY R 600/ton ffb MY R 400/ton ffb
Total Per ha Total Per ha
(MYR (MYR) (MYR (MYR)
million) million)
Managed S/H 419 27,959 121 8,042
Joint Venture | 773 51,555 363 24,175
Joint Venture I 766 51,093 356 23,708
Joint Venture 111 710 47,356 298 19,884
Fixed Rent 646 43,073 230 15,327
State-Land Lease 771 51,374 360 23,994
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dividends by around MY R 127 million. These represented reductions of 1 to 16 per cent
relative to Joint Venture .

Figure 2 showsthe flow of undiscounted net proceeds or dividends over thelife of the
project. All project types began to yield returns from around Year 5 or 6. The Managed
Smallholders project peaked in Years 10 to 16 at just under MY R 4,000/ha and averaged
MY R 2,360/ha over the 25 years (not counting the notional payout of the reserve fund in
Year 25). The other five project types peaked in Years 14 to 16 at around MY R 8,000-8,750/
ha. The early dip and later peak in total dividends for these five project types reflects their
commercial financing, with heavy repaymentskicking in between Years 7 and 10.

3.3 Sakeholder Analysis

Inthisanalysisthe stakeholdersincluded local landholders, local workers, foreign workers,
salaried plantation staff, the private investor, and the government. The value of dividends,
wages, rent, and tax all provided some form of benefit to stakeholders. The assumption
made with respect to labour was that foreign workers carried out the rigorous work of
harvesting the fresh fruit bunches and were paid a piece rate for this activity, while local
workers engaged in the upkeep and maintenance of the plantation. Where local labourers
had equity in the scheme, such as in the Managed Smallholder and Joint Venture projects,
the benefitsthey derived from aparticular arrangement equalled the sum of the dividends or
net proceeds all ocated to them and their wages from working on the plantation. NPV swere
calculated for each benefit category and for each stakeholder group to compare the
distribution of net benefits under the different project types (Table 6 and Figure 3).

The most striking outcome of thisanalysisisthat local people fared much better under
the Managed Smallholder project than any of the other arrangements, even with the lower
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Figure 2: Annual total dividend/net proceeds per hectare by type of project (at MYR 600/t ffb)
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Table 6. Distribution of stakeholder benefits by type of project (MYR million, discounted at 6%;
output price = MYR 600/t)

Stakeholder Type of project
group
Managed  Joint Joint Joint Fixed State-
Smal Venturel  Venturell  Venturelll Rent Land
-holders Lease
Local people
Dividends 419.4 238.22 238.1° 106.6 0 0
Wages, contracts ~ 34.5 345 345 34.5 34.5 34.5
Land rent 0 0 0 90.6 181.2 0
Total 453.9 272.7 272.6 231.6 215.7 345
Foreign labour 39.2 62.5 62.5 62.5 62.5 62.5
Estate mngmt. 11.4 22.1 22.1 221 22.1 221
Private investor 0 431.6 433.6 500.4 549.1 734.6
Government
Net dividends 0 73.7 74.1 67.4 61.0 0
Land rent 0 0 0 0 0 9.9
Company tax 0 271.7 269.3 249.6 227.0 270.8
Total 0 345.4 343.4 317.0 288.0 280.7
Grand total 504.5 1,134.3 1,134.2 1,133.6 1,137.4 1,1344

aIncluding MYR 6.4 million up-front payment.
b Including MYR 6.4 million up-front payment and MYR 9.0 million in advance dividends.
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Figure 3: Present value of benefits to major stakeholders by project type (discounted at 6%;
output price = MYR 600/ton)
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yields. The lower total net proceeds for this project type seen in Table 5 and Figure 2
nevertheless all accrued to the landholders. They also received some wages but most of the
benefits (92%) were in the form of net proceeds. Under the Joint Venture | and Il projects,
local benefits were about 60 per cent of those from the Managed Smallholder project.
Interestingly, the payment of advance dividends (Joint Venture I1) did not significantly
reducelocal benefits. However, including arental component at MY R 500/ha (Joint Venture
[11) or MY R 1,000/ha (Fixed Rent) reduced local benefits by 15-20 per cent relative to the
current model (Joint Venturel).

Conversely, the private investor did significantly better under the rental projects (Joint
Venturelll and Fixed Rent) than under the current joint venture arrangement (with or without
advance dividendsto landholders). Acrossthe six project types, investor dividendsincreased
with increasing equity in the project. The Fixed Rent project (90% investor equity) yielded
27 per cent more dividends than Joint Venture | (60% investor equity). Unsurprisingly, the
State-Land Lease project, with 100 per cent investor equity, yielded 70 per cent higher
returns than Joint Venture |.

The government as afinancial stakeholder benefited most from Joint Venture | and |1,
but received less from the rental projects (Joint Venture 111 and Fixed Rent), due to both
smaller dividends and less company tax. It received less again from the State-Land Lease
project due to the absence of dividends, and gained nothing financially from the Managed
Smallholder project (though in practice SALCRA, as the government agency responsible,
does make money through the associated mills, which paysfor its head-office operations).

Figure 4 shows the distribution of local people's annual benefits (undiscounted) over
the project period, expressed on a per-hectare basis. The Managed Smallholders project
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Figure 4: Distribution of local people’s benefits over project period by type of project (2007
values, output price = MYR 600/ton ffb)
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provided higher local benefitsfrom about Year 6. It isclear that the two rental options (Joint
Venture |11 and Fixed Rent) and the payment of advance dividends (Joint VentureIl) evened
out the flow of benefits, providing incometo landholdersin thefirst 5-7 years of the project
when development was still underway and little or no net revenue was being generated.
However, the higher theinitial income, the lower theincomein the middle and later phases
of the project. Leaving aside the Managed Smallholder project, and given the parameters
used in the analysis, it would seem that Joint Venture |1 (advance dividends), provided the
best compromise between short-term income security and maximising income in the long
term, asthis option closely shadowed Joint Venture | from about Year 8 and provided only
marginally less benefitsin aggregate.

4. Discussion

The analysis highlights the trade-off between efficiency and equity in large-scale schemes
to develop Native Customary Land in Sarawak. The Managed Smallholder approachisless
efficient in termsof project net present val ue, aggregate net proceeds, aggregate stakehol der
benefits, and revenue to government. However, this approach provides substantially more
benefitsto local landholders and is therefore to be preferred on equity grounds. The choice
between approaches thus depends on the relative weights given to these two objectives.
As both Managed Smallholder and Joint Venture approaches are advocated by the Sarawak
Government asameansto make better use of Native Customary Land for the benefit of local
people, it would seem that the equity objective is given considerable weight, hence the
Managed Smallholder approach may be considered optimal. This conclusion is reinforced
when the above results are compared with the actual yields and dividends observed in the
various schemes to date.

The predicted net proceeds per ha for the Managed Smallholders approach can be
readily compared with records of actual net proceeds paid by SALCRA initsvariousestates.
An analysis was conducted based on only the most advanced phase of each estate, which
isusually the phase with the highest yield and hence net proceeds; |ater phases may be still
at therising stage of theyield profile or not yet in production. Net proceeds averaged about
MY R 1,500/hain 2007, ranging from aslow asMY R 200/hato around MY R 2,500/ha. The
average figure represents about 40 per cent of the maximum net proceeds per ha predicted
by the model (MY R 3,820/ha), and the highest recorded figure for net proceeds was about
two thirds of the predicted figure. That the model overestimates average net proceeds to
thisextent isnot unexpected, given the degreeto which historical and geographical conditions
in some schemes have resulted in increased devel opment costs and lower and more variable
productivity than assumed in the model. For example, the Saribas scheme was established
after a failed cocoa scheme on inherently poor soils, hence the recorded yields and net
proceeds have never attained thelevel of better-sited schemes such asthe Lemanak scheme,
and hence drag down the average. Given these considerations, the results accord reasonably
well with actual yields and net proceeds.

The dividends predicted for the Joint Venture approach cannot be so easily compared
with actual dividends paid in LCDA's joint venture projects as these data are not readily
available. However, there is considerabl e evidence that, while the joint venture plantations
were expected to achieve the same yields and returns as the private sector, in practice they
have performed no better than the SALCRA schemes, and in many cases considerably
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worse. By the end of 2009, in &l but one small scheme, no dividends had been declared,
though the model predicts dividends from Year 6, which also accords with commercial
expectations. A combination of low yields and heavy borrowing at high interest rates has
saddled many of these schemeswith an unprofitable financial structure. A 2005 assessment
of the Kanowit Oil Palm Project, by far thelargest joint-venture scheme, indicated yields of
only 7 t/ha, an annual loss of over MYR 28 million, and accumulated losses of MYR 95
millioninitsninth year of operation. Hence the company projected that shareholderswould
never see areturn on investment, unless the government injected around MY R 120 million
to reduce the debt.

If the low-yield profilein Figure 1 isused for Joint Venture I, the project NPV fallsto
MY R 355 million and the IRR to 16 per cent at an output priceof MY R 600/t, andtoMYR 23
millionand 7 per cent at an output price of MY R 400/t — somewhat lower than the returnsto
the Managed Smallholder project shown in Table 4. Thus the efficiency advantage of the
Joint Venture approach disappears. The benefits to locals are even more sensitive to the
lower yield, falling by morethan half to MY R 125 million at an output price of MY R 600/t. At
MY R 400/t, the Joint Venture project isnot able to meet itsinterest and repayment schedule,
resulting in an accumulated net lossof MY R 140 million by Year 13. Thisisnot dissimilar to
the actual performance of the Kanowit project. Even if, as proposed by LCDA, paid-up
capital isdoubled to MY R 4,800/hato reduce the borrowing requirement, at low yieldsand
pricesthe Joint Venture project still failsto generate dividendswithin areasonable timeframe.

The efficiency-equity trade-off isalso related to the sharing of risk between the partners.
Turning to the variants on the Joint VVenture approach considered above, the resultsindicated
that, given ahigh yield profile, the renting options (Joint Venture 111 and Fixed Rent) were
both less efficient than Joint Venture | and provided less local benefits. Even though the
rental values used were reasonably high, they were more than offset by the consequent
decline in dividends. The primary reason for evaluating these options was because
landhol ders have been pressing for more security of income, especially inthe early years of
the development. It seems that the payment of advance dividends, as in Joint Venture |1,
while providing fewer benefitsin the early years than the rental options, does reduce some
of therisk currently borne by landhol ders without having asignificant impact on long-term
benefits. However, when both low yields and a low price are assumed, all these options
become uneconomic and are unable to meet |oan repayments.

Nevertheless, the mixture of dividends and rental in Joint Venturel11 has considerable
appeal as it ensures upfront income to the landholder and shifts risk onto the investor, yet
it does not increase the costs of the Jv C unduly and provides landholders with an incentive
to maximise the dividends of the operation after payment of rent. However, in the scenario
modelled, the benefits to local people were reduced by 15 per cent relative to the current
arrangement. What this suggestsis that the landholder equity assumed (15%) was too low.
Increasing the equity to 20 per cent at the expense of the investor, while keeping the rental
constant at MY R 500/ha, would increase local benefits to MYR 267 million, not greatly
different to that from Joint Venture | and || (Table 6). Theinvestor’sdividends, whilelower
at MY R 465 million, would still be higher than in Joint Venturel and | 1. Henceif an equity/
rental model is to be implemented, consideration should be given to setting landholder
equity at around 20 per cent and rental at MY R 500/haly.
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As noted in the Introduction, one of the original arguments for the New Concept or
joint venture approach, apart from considerations of efficiency and equity, was that
harnessing private sector capital and management would vastly accel erate the devel opment
of Native Customary Land (Uning nd; MLD 2007). This argument has not been directly
evaluated in the research reported here. However, it can be said that the argument has
probably underestimated the transaction costs involved in setting up and managing such
joint venture schemes and overestimated the capacity of both the private sector and the
government agencies responsible for brokering the schemes. Hence after 15 years of the
New Concept policy, the area developed under joint ventures was a relatively modest
51,000 ha, about 4,000 haless than the area under managed smallholder schemes and well
below the original target of over 300,000 ha. Meanwhile, the area of indpendent oil palm
smallholdings has grown at 36% per year since 2000 (a beit from alow base), compared with
17% growth in joint venture schemes (Cramb and Sujang 2011). The absolute increment in
areaplanted by independent smallholders since 2000 has been similar to that in joint venture
schemes (3-4,000 ha per year), despite smallholders receiving little or no support and even
active discouragement compared with the massive government-funded campaign
surrounding the New Concept approach (Cramb and Sujang 2011). Future research could
explore other institutional arrangements at various scales for harnessing private capital and
expertise to support development of Native Customary Land.

5. Conclusion

Therapid, government-sponsored expansion of oil palm plantationsin Sarawak in the past
25 years has often been depicted as a clash between custom and capital, with traditional
landholders inevitably the losers. There is an important element of truth in that view,
particularly in areaswhere customary land rights are disputed by the Sarawak Government.
However, many customary landholders are keen to develop at least part of their land with
this highly profitable crop, provided an acceptable contractual arrangement can be made.
Much of the agitation from landholders has not been in opposition to oil palm development
on their land but in pursuit of clearer and fairer agreements with public- and private-sector
land devel opment agents. The experience with alternative approachesin Sarawak provides
valuablelessonsfor the design of improved institutional arrangementsfor the devel opment
of customary land, both in Sarawak and elsewhere in Southeast Asia.

The analysis reported in this paper suggests that the Managed Smallholders approach
may be abetter option developmentally than the Joint Venture approach. If the Joint Venture
approach lives up to the expectation of achieving commercial yields and dividends, it is
superior to the Managed Smallholder approach on efficiency grounds. However, the
Managed Smallholder approach achieves reasonable yieldsand positive net benefits overall,
while providing significantly more benefitsto local people, not only in terms of income but
also with regard to security of tenure and the degree of participation in scheme affairs.
Hence this approach is to be preferred on equity grounds. When the actual yields and
dividends achieved by the joint venture schemes are taken into account, the Managed
Smallholders approach is superior on both efficiency and equity grounds.

Where the Joint Venture approach isimplemented, the analysis shows that payment of
amoderate level of advancedividends (MY R 150/haly) isaviable option, reducing income
risk to landholders without having a significant effect on the efficiency of the project. The
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renting options considered accentuate the trade-off between income security in the short
term and higher dividends in the long term. A higher rental component comes back to bite
the landholder with lower income than would otherwise be achieved once the plantation is
in full production (in much the same way as paying higher wages to landhol ders employed
on the scheme reduces their long-term returns). However, further consideration could be
given to the combination of landholder dividends and rental. An arrangement with about 20
per cent landholder equity and rental of MYR 500/haly would generate local benefits
comparableto those achieved under the current joint venture arrangement without impinging
on the overall efficiency of the project, while providing increased dividendsto theinvestor.
It would provide reasonabl e income security to the landholder while retaining an incentive
for the landholder to contribute to the project’s success.

The key to the success of both the Managed Smallholder and Joint Venture approaches
isobtaining a‘commercial yield'. Asindicated, thisis crucially dependent on the quality of
management at the estate level, especially the management of landhol ders and labour. The
essential feature of plantation development on Native Customary Land that distinguishes
it from purely private-sector plantations is that the landholders have occupied and farmed
the areaindependently for generations. Hence transforming them into an effective plantation
labour force as well as partners in a large-scale commercia venture requires patient
negotiation, effective two-way communication, and a genuinely consultative style of
management. Unfortunately, the pressure to exploit the oil palm boom for private gain has
often outstripped the capacity of both state agencies and plantation companies to provide
thiskind of management.

References

Barlow, C. 1986. Oil Palm asa Smallholder Crop. PORIM Occasional Paper No. 21. KualaLumpur:
Palm Oil Research Institute of Malaysia.

Baird, 1.G. 2009. Land, rubber and people: rapid agrarian changes and responses in Southern Laos.
Journal of Lao Studies 1. 1-47.

Bulan, R. 2006. Native customary land: the trust as a device for land development in Sarawak. In
Sate, Communities and Forests in Contemporary Borneo, ed. Fadzilah Majid Cooke, pp. 45-
64. Canberra: ANU E Press.

Campbell, H. and R. Brown. 2003. Benefit-Cost Analysis: Financial and Economic Appraisal Using
Soreadsheets. Cambridge: Cambridge University Press.

Casson, A. 2000. The Hesitant Boom: Indonesia’s Oil Palm Sub-Sector in an Era of Economic Crisis
and Political Change. Bogor: CIFOR.

Colchester, M., N. Jiwan, Andiko, M. Sirait, A.Y. Firdaus, A. Surambo and H. Pane. 2006. Promised
Land: Palm Oil and Land Acquisition in Indonesia: Implications for Local Communities and
Indigenous Peoples. Moreton-in-Marsh (UK) and Bogor (Indonesia): Forest Peoples Programme,
SawitWatch, HUMA and ICRAF.

Colchester, M., A.P. Wee, M.C. Wong and T. Jalong. 2007. Land is Life: Land Rights and Oil Palm
Development in Sarawak. Moreton-in-Marsh (UK) and Bogor (Indonesia): Forest People’s
Programme and SawitWatch.

Corley, R.H.V. and P.B.Tinker. 2003. The Oil Palm. 4th ed. Oxford: Blackwell Science.

Cramb, R.A. 1992. Problems of state-sponsored land schemesfor small farmers: the case of Sarawak.
Pacific Viewpoint 33: 58-78.

Cramb, R.A. 2007. Land and Longhouse: Agrarian Transformation in the Uplands of Sarawak.
Copenhagen: NIAS Press.

Malaysian Journal of Economic Studies Vol. 49 No. 1, 2012 67



R.A. Cramb and D. Ferraro

Cramb, R.A. 2011. Reinventing dualism: policy narratives and modes of oil palm expansion in
Sarawak, Malaysia. Journal of Development Studies 47: 274-293.

Cramb, R.A. and G. Dixon. 1988. Development in Sarawak: an overview. In Development in Sarawak:
Historical and Contemporary Perspectives, ed. R. A. Cramb and R. H. W. Reece, pp. 1-19.
Melbourne: Centre of Southeast Asian Studies, Monash University.

Cramb, R.A. and |.R. Wills. 1990. Theroleof traditional institutionsin rural development: community-
based land tenure and government land policy in Sarawak, Malaysia. World Devel opment 18:
347-360.

Cramb, R.A., C.J.P. Colfer, W. Dressler, P. Laungaramsri, Q.T. Le, E. Mulyoutami, N.L. Peluso and
R.L.Wadley. 2009. Swidden transformations and rural livelihoods in Southeast Asia. Human
Ecology 37: 323-346.

Cramb, R.A. and PS. Sujang. 2011. The mouse-deer and the crocodile: oil paim smallholders and
livelihood strategiesin northern Sarawak. Paper presented at 17th International Symposium on
Society and Resource Management (ISSRM), 13-17 June 2011, Kota Kinabalu, Malaysia.

DA 2011. Agricultural Statistics of Sarawak, 2009. Kuching: Sarawak Department of Agriculture.

Deininger, K. 2003. Land Policiesfor Growth and Poverty Reduction. A World Bank Policy Research
Report. Oxford: Oxford University Press.

IDEAL 1999. Tanah Pengidup Kitai: Our Land is Our Livelihood. Sibu (Malaysia): Integrated
Development for Eco-Friendly and Appropriate Lifestyle.

King, V.T. 1986. Land settlement schemes and the alleviation of rura poverty in Sarawak, East
Malaysia: acritical commentary. Southeast Asian Journal of Social Science 14: 71-99.

Leigh, M. 2001. The new realitiesfor Sarawak. In Modern Malaysiain the Global Economy: Political
and Social Changeinto the 21st Century, ed. C. Barlow, pp. 119-132. London: Edward Elgar.

Lian, PK. and D.S. Wilcove. 2008. Is oil pam agriculture really destroying tropical biodiversity?
Conservation Letters 1: 60-64.

Fold, N. 2000. Qiling the palms: restructuring of settlement schemes in Malaysia and the new
international trade regulations. \World Development 28: 473-486.

Majid-Cooke, F. 2002. Vulnerability, control, and oil palm in Sarawak: globalization and anew era?
Development and Change 33: 189-211.

Majid-Cooke, F. 2006. Expanding state spaces using ‘idle’ Native Customary Land in Sarawak. In
Sate, Communities and Forests in Contemporary Borneo, ed. F. Majid-Cooke, pp. 25-44.
Canberra: ANU E Press.

McCarthy, J.F. 2007. Shifting resource entitlements and governance reform during the agrarian
transition in Sumatra, Indonesia. Journal of Legal Pluralism 55: 65-122.

McCarthy, JF. and R.A. Cramb. 2009. Policy narratives, landholder engagement, and oil pam
expansion on the Malaysian and Indonesian frontiers. The Geographical Journal 175: 112-123.

Manivong, V. and R.A. Cramb. 2008. Economics of smallholder rubber expansion in northern Laos.
Agroforestry Systems 74: 113-125.

Matsubura, T. 2003. Society and the land: contemporary Iban society, development policy, and the
value of native customary rights land in Sarawak, Malaysia. Unpublished MSocSc thesis,
Ingtitute of East Asian Studies, Universiti Malaysia Sarawak.

MLD 1997. Handbook on New Concept of Devel opment on Native Customary Rights Land. Sarawak
Ministry of Land Development, Kuching, Malaysia.

MPOB 2006. Palm Oil Cost of Production, Malaysia 2004. Kuala Lumpur: Malaysian Paim Oil
Board.

Ngidang, D. 1999. Landowners' perception and understanding of the joint venture concept of native
customary rightsland development in Ulu Teru and Kanowit. Report for Sarawak Devel opment
Institute, Kuching, Malaysia.

68 Malaysian Journal of Economic Studies Vol. 49 No. 1, 2012



Large-Scale Oil Palm Development on Customary Land in Sarawak, Malaysia

Ngidang, D. 2000. Land development issues. community perspective. Paper presented at Seminar
on the Law and Land Development, Kuching, Malaysia.

Ngidang, D. 2002. Contradictionsin land devel opment schemes: the case of joint venturesin Sarawak,
Malaysia. Asia Pacific Viewpoint 43: 157—-180.

Porter, A. F. 1967. Land Administration in Sarawak. Kuching: Sarawak Government Printer.

Shi, Weiyi. 2008. Rubber Boom in Luang Namtha: a Transnational Perspective. Report prepared for
GTZ (Rura Development in Mountainous Areas).

Songan, P. and A. Sindang. 2000. Identifying the problems in the implementation of the New
Concept of Native Customary Rights Land Development Project in Sarawak through action
research. In Environment, Conservation and Land: Proceedings of the Sxth Biennial Borneo
Research Conference, ed. M.B. Leigh. Kota Samarahan, Malaysia: Universiti Ma aysia Sarawak
(UNIMAS).

SPF 2008. Toward a Mutually Beneficial Plantation Development on Temuda Land in the Sarawak
Planted Forest Project Area. A concept paper prepared for Sarawak Planted Forest Sdn Bhd and
Grand Perfect Sdn Bhd.

Sutton, K. 2001. Agribusiness on a grand scale - FELDA's Sahabat Complex in East Malaysia.
Sngapore Journal of Tropical Geography 22: 90-105.

Tanaka, S., S. Tachibe, M.E. Wadli, J. Lat, L. Seman, J.J. Kemdawang, K. Iwasaki and K. Sakurai.
2009. Soil characteristics under cash crop farming in upland areas of Sarawak, Malaysia.
Agriculture, Ecosystems and Environment 129: 293-301.

Then, S. 2008. Longhouse lot’s new nightmare. The Sar Online July 12 2008. Available at http://the
star.com.my [accessed 24 July 2008].

Thien, T. 2005. SNAP: Jabu misleading public on SALCRA. Malaysiakini 10 December 2005.
Available at www.malaysiakini.com [accessed 28 December 2005].

Thien, T. 2008. Angry NCR landowners act against company. Malaysiakini 23 June 2008. Available
at www.malaysiakini.com [accessed 24 June 2008].

Tisdell, C. and H.S. Nantha. 2009. Supply-side policiesto conserve biodiversity and save the orang-
utan from oil palm expansion: an economic assessment. In Handbook of Nature Conservation,
ed. J.B. Aronoff, ch. 5. Nova Science Publishers.

Turner, S. and D. Caouette. 2009. Agrarian angst: rural resistance in Southeast Asia. Geography
Compass 3: 950-975.

Uning, L.M. n.d. New concepts on NCR land devel opment. Sarawak Ministry of Land Development,
Kuching, Malaysia.

Venter, O., E. Meijaard, H. Possingham, R. Dennis, D. Sheil, S. Wich, L.Hovani and K. Wilson. 2009.
Carbon payments as asafeguard for threatened tropical mammals. Conservation Letters 2: 123-
129.

Wright, S. 2009. Agriculturein Transition: the Impact of Agricultural Commercialisation on Livelihoods
and Food Accessin the Lao PDR. Vientiane: World Food Programme.

Zen, Z., C. Barlow and R. Gondowarsito. 2005. Oil Palmin Indonesian Socio-Economic Improvement:
A Review of Options. Working Papersin Trade and Devel opment. Canberra: Research School of
Pacific and Asian Studies, Australian National University.

Zola, A.M. 2009. A Preliminary Assessment of Contract Farming Arrangements and Plantations in
the Agriculture and Natural Resources Sector of Southern Lao PDR. Vientiane: Asian
Development Bank.

Malaysian Journal of Economic Studies Vol. 49 No. 1, 2012 69



