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Preface

Relatvely lightly populated until the mid-ni h century, Malay-
sia’s population grew with significant immigration from ncighbouring
lands as well as from China and India. Population growth received a
tremendous boost from the heightened world demand for tin and,
cven morc, after the introduction of natural rubber from Brazil into
then British Malaya with the growth of the automobile industry in
the United States and Europe.

British control and integration into the growing world market
cconomy encouraged increased agricultural, and other, especially
mineral, production for external markets as well as greater food
production for those engaged in non-food producing pursuits, This
further encouraged immigration, not only of indentured and, later,
freer wage labour for plantation agriculture and mineral extraction,
but also of immigrant settlers willing to open up new land for
agnculture. Henee, while some of the immigrant population went  into
non-agricultural activities, especially mining and services, others setded
into agricultural cultivation, some for subsistence and others for sale,

or, more usually, some combination of both. Non-food or cash crops
were grown entirely for sale. Such agricultural commodity production
was often led by smallholders, but plantations grew far more rapidly
with the various advantages offered by colonial and  post-colonial
regimes. Thus did the first great wave of the modem deforestation
of Malaysia begin, stretching well past the first quarter of the twentieth
century — an outcome primarily of agricultural expansion in rubber
cultivation under plantations and smallholdings.

A second great wave of deforestation, particularly in Peninsular
Malaysia, began after independence in 1957, initially driven by land
development schemes under acgis of state agencies — a lamgely success-
ful attempt to provide land to the landless and land-poor without land
reform. Based on rubber and, subsequently, oil palm, these schemes
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accomplished the deforestation of the bulk of the remaining accessible
forest areas on terrain and soil suitable, sometimes marginally so, for
conversion to agricultural use. This wave, in the peninsula, extended
well into the 1980s, and continues in the cast Malaysian states of
Sabah and Sarawak.

This second wave was also driven by the development of com-
mercial logging, haltingly at first in the 1950s and 1960s and then
picking up pace from the 1970s well into the 1990s. There was and
still is an overlap between commercial logging and the land devel-
opment schemes, as areas slated for the latter were first given over to
logging, and then converted to agricultural use.

As with the first great wave, this second wave, too, saw important
regional variations in the arcas which came together as the Federation
of Malaysia in 1963. While there continue to be important variations
within Peninsular Malaysia — the entity which gained independence as
the Federation of Malaya — the more significant differences are
between the peninsular and the states of Sabah and Sarawak on the
island of Bomneo, each almost as lamge as the territory of the penin-
sula. For this reason, this study is organised in terms of these three
entities. Despite this regional organization, the study was guided by
consideration of the common and various factors influencing decision
making on agricultural expansion as well as commercial logging,

luding the role of i I ag; | and timber markets. At
one level, these factors can be stated in generic terms applicable
virtually anywhere in the world — popular pressures, poverty, land
hunger, public revenue the L ss nexus and
the scarch for political support and legitimacy, not to mention outright
venality, on the domestic side, and global demand, international
business pressures and onganization of the global political economy
on the international side. Yet, such factors take cffect through
domestic and local political and i , the distributi
of political power and the state of civil society.

Hence, any scrious consideration of the impact of market forces
and policy interventions by g and/or other institutions on
gricultural ion and d ion is i plex. Not
least, these impacts vary over time (e.g. with different sensibilities
about the environment or quality of life) and space (i.c. in different
environmental circumstances), by crop, tree type or production costs,
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among cultivators and loggers or others involved with forest clear-
ance, with varying market and political power or influence. No sim-
plistic model or lincar explanation can hope to explain the complex
interacting factors influencing agricultural expansion and forest
degradation regardless of time, place and people:

There is now a voluminous literature dealing with agricultural
development worldwide. It is generally acknowledged that most recent
agricultural expansions have been primarily driven by market forces
— often as modificd by govemment policies, usually to achieve food
security or to retain rural political support. For Malaysia, there is a
huge literature describing the growth of agneulture, especially
mercial cultivation, usually organized by crop and, more rarely, in
terms of land use. A very important feature of much of this literature
cial distinction between smallholders, owning less

has been the oft
than a hundred acres (equivalent to about forty hectares) of land, and
estates or plantations of over a hundred acres, with the former often
considered traditional. The official focus on this distinction has re-
sulted in relative neglect of other important differences in Malaysian

agriculture, e between small and lanze smallholders or between
tenants and landowners. Although carly Malaysian agriculture was
dominated by rice, much commercial culuvation has involved tree

crops such as rubber, oil palm and cocoa, with different ecological

implications than the annual or scasonal grain crops cultivated in
relatively open ficld:

Although hittle practiced the:
and to a lesser extent, Sabah

xcept perhaps in Sarawak,
swidden agriculture has often been
It bl
YIESE

¢ day

erroncously blamed as princip for de of

primary forests in recent times. Shifting or swidden cultivation is

premised on an appreciation tropical ecological cycle. Its current
image is that of random and destructive “slash and burm" farming.
Most swidden farmers clear secondary forest, rather than primary
forest, leaving land to fallow for “recovery” from agriculture, includ-

ing forest regeneration. Much contemporary swidden cultvaton only
extends primary deforestation by others such as loggers. The cycle of
forest regeneration is crucial for the maintenance of swidden farming.
Swidden agriculture is thus considered to be a time tested traditional,
sustainable and ccological compatible agricultural practice. Some would
angue that fallow involves afforestation, though fallow would also imply
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b by Aefs b

q during q rounds of
farming. Of course, changes in land rights, the expansion of sedentary
commercial expansion and logging have all decreased the amount of
forest available, thus decreasing fallow cycles and exacerbating some

probl | with def ion. The typical simplified di-
chotomy between shifting cultivation and “modern gricul " is
ially leading as shifting culti ices are 1

; : Y
cvolving. Swidden farmers also adapt to changes and new technologies.
Hence, shifting cultivators may also engage in what may otherwise be
deemed “modem agriculture”,

The limits to agricultural expansion in Malaysia have apparently
been defined by the availability of arable land, understood in terms
of fertility, terrain, irrigation/irrigability” and accessibility. By the carly
1990s, the federal govemment authoritics deemed that these limits were
being reached in Peninsular Malaysia, leaving Sabah and especially
Sarawak as the remaining frontiers for further agricultural expansion.
In the nincties as well, federal land development agencies were no

longer as privileged as before in gaining access to land under state
government jurisdiction. In fact, private capital will no longer face
compeation from such federal agencies which have in any case been
corporatized to operate along privatized lines, except perhaps in Sabah
and Sarawak, where the future of government land development
agencies is less clear, although it is likely that they too will share the
fate of the federal agencies.

However, this privatization of future agricultural development will
not necessanly reduce the politicization — and corruption — of agri-
cultural development since there is still no real market or auctioning
process for state land that might be suitable for agriculture. The
absence of such a transparent market has meant that the capture of
land resource rents will continue to be politically detemined, with the
state (more accurately, the state govemnments which enjoy jurisdiction
over land and most other natural resources in Malaysia) likely to
capturc only a small portion of the total available resource rents.

At the same time, two other factors continue to shape the path-
ways of further agricultural expansion, One of thesc is specific to
Malaysia; the second is a general fact in economic history that carrics
consequences for the first. In recent years, the major constraint to
further agricultural expansion is no longer land, but rather labour
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availability. A situation close to full employment has meant the reduced
supply of low-wage labour, and has placed constraints on increased
reliance on foreign or immigrant labour. Since the latter half of the
1980s, an increasing proportion of work in plantations and even
smallholder agriculture, as well as land development (clearance,
planting, infrastructure and house construction, ctc.) has been under-
taken by immigrant labour. The debate on whether there is indeed a
labour shortage, rather than a shortage at the prevailing low wage takes
place in the shadow of the general fact.

Starting with Raul Prebisch and W. Arthur Lewts, a venerable and
sizeable literature has angued that the external terms of trade of raw
material-producing cconomies have declined against those of manu-
exporting cconomic
ernal terms of trade have deteriorated against those of temperate

factured goods and that tropical cconomies’

cconomies. For example, Lewis argued that the extemnal terms of trade
for rubber deteriorated from an index of 100 to 16 between 1916 and
1966. Such trends have obvious implications for the sectoral price of
labour, for investment and re-investment, and for choice of crop.
Conscquenty, rubber production grew slowly from the sixties, main!
because of land development schemes, hit a plateau from the later
seventies and then went into a steep decline from the mid-1980s,
despite tremendous productivity gains due to replanting with higher
vielding clones. Employment in the plantation component of the sector
fell by one-half between the mid-1980s and mid-1990s. Existing rubber
land was increasingly replanted with oil palm, while new agricultural
land was also mainly planted with the “golden crop”. The saga of
cocoa in Sabah is a concise recapitulation of the rubber  story. Rapid
expansion from the later 1970s into the 1980s has been followed by a
precipitous decline in the 1990s.

Despite such changes in crop, it is important to note the signifi-
cance of inertia, especially with tree crop production. Once agricultural
investments have been made, and the crops planted, it is neither casy
nor costless for the agniculturalist to simply switch to more lucrative
crops, even with favourable soil, climatic and other conditions. The
agricultural investor is often obliged to remain committed to the

of subseq and develop
detrimental to the planted crop, as the opportunity costs of crop-
switching may be too high. Hence, switching between agricultural tree
crops involves longer term as well as other considerations.
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Furthermore, there are serious information problems for small-
holder agriculture. For instance, despite much improved post-indepen-
dence agri 1 ion services, the productivity of rubber
smallholdings has lagged behind that of the plantations. Where land
productivity of smallholdings was higher before the war, it is now
significantly lower, mainly due to better plantation capacity to capture
the gains from rubber rescarch and development. This scems to be
less true of oil palm cultivation, where the skill requirements also seem
to be less.

A combination of agrarian ci ~ lower productivity,
lower output quality and hence lower prices, increasingly uneconomic
farm sizes, an cthnically limited market for most smallholding land —
and the increased availability of more attractive off-farm opportuni-
ties resulted in the growing abandonment of smallholding farm land,
especially in the peninsula, from the late seventies.

At the same time, beginning in the 1960s and especially in Penin-
sular Malaysia, there has been the opening up of forests for agri-
cultural schemes for the landless and land-poor under the acgis of
federal land development agencies. While ownership is vested in small-
holdings, these schemes are operated as quasi-plantations, with recent

develop further rei ing their pl. ion-like character. Hence,
paradoxically, over the past three decades, Peninsular Malaysia has
imul Iy i d both the aband of ic”
farmland and other smallholdings and the dous opening up of

forests for agricultural expansion. There are also significant variations
between the different regions of the country in this regard. For
example, in Sarawak, the development of agricultural schemes along
quasi-plantation lines was, until recently, primarily carricd out on
what was in fact swidden land under long fallow, that is old secondary
forest, whereas in the Peninsula, it mainly entailed the opening up of
primary forest.

In recent years, forest agriculture has been ged in y
logged-over or deforested areas in the hope that this will contribute
towards more sustainable forestry. There are a few such teak, or more
commonly, acacia-planted forests, but the desirability of some of the
preferred species, especially acacia, has been strongly disputed; in any
case, such forest agriculture still accounts for a very small proportion
of total logged land.




Pretace xviii

There is another more interesting development. Since the eightes,
the timber potential of old rubber trees has been developed commer-
cially, realizing an additional gain from the tree crop originally planted
for its latex output, with no anticipation of possible timber camings.
This recent devel has hened the ang that tree
crops, particularly rubbcr agnculture, ha\c had very different ecological
implications compared to grain crop agriculture. Ignoring the
biodiversity, natural forest foliage and toxic agricultural chemical
pollution aguments for forest conservation, proponents of tree crop
agriculture have argued that deforestation in favour of tree crop
agriculture is desirable on environmental gmunds, or at least less
l lly swidden and

d to other ag g

grain crop), or other forms of land duclupmcnl, especially involving

built envimonment.

Finally, there is the issue of shifting cultivation as the major cause
of deforestation. In an attempt to defend itself against accusations
that its involvement in commercial logging has been partly responsible
for forest destruction, Mitsubishi published a comic book (or mangga)
claiming that the pnmary blame lies with shifung cultivators. What
Mitsubishi failed to acknowledge is that this form of agriculture has
been practised in the tropics for centuries, if not millennia, and is a
sustainable method of agnculture, provided the population density is
low enough and the forest is allowed to regenerate before being
cultivated again. OF course, if shifting cultivation is left unchecked in
the context of a growing swidden farming population, primary
forests will be adversely atfected and extant land under swidden will
be degraded with shortened fallow. If fallow periods are sufficient,
however, secondary growth in the tropics can become so luxuriant
as to deceive the untrained eve; indeed, biodiversity may cven be
enhanced with the increased nument supply.

Nevertheless, shifting cultivators do make use of new roads,

larly logging-roads, to p deep into the forest to gain
access to new land. This may stem from local ov er-population, resource
deprivation or the allocation of the best available land to plantation
interests, leaving farmers to fend for themselves, sometimes forcing
them to rerum to previously cultivated land before it has had time to
recover. It can also stem from the plain desire for land with road
access. Native systems of land tenure, as they have survived in the
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larger context of colonial and post-colonial land law and policies, and
in a changed context of the monctization of land values, may also
encourage such practices as a means to establish land claims.

In other words, although the direct effects of commercial logging
on forests are considerable, its ramifications can result in far greater
damage. Such ramifications include not only the activities of swidden
communitics and the social changes wrought by the logging cconomy
but also the conversion of logged over forest to other uses.

This study began as an investigation of the contribution of agricul-
tural expansion to deforestation in Malaysia. However, commercial
logging has become so important to Malaysia, especially since the
1970s, that we have added a chapter on the matter. In the 1980s, for
example, timber and wood products were second only to petroleum
in terms of their ibution to Malaysian export gs, i.e. well
ahead of palm oil and rubber, even thuugh the peninsula was con-
sidered essentially logged out and a ban was imposed on timber
exports. The ban was extended to Sabah in the carly 1990s for similar
reasons before Sarawak timber exports also began to decline later in

the decade as a result of a combination of circumstances. Since at
least the 1990s, some of the lager and most successful Malaysian com-
mercial loggers have moved abmad to new frontiers in Southeast Asia,
the South Pacific, Africa and South America, with equally devastating
conscquences for tropical forests elsewhere (Jomo 2002). However,
as the study makes clear, thcxc is no slmplc model that can account
for the dynamic of agri c ial logging and
deforestation, nor is there any slmplc accounting of the outcome
applicable to all circumstances.

Note

Any discussion of deforestation and forestry policy will need to use
existing definitions of kcy term: llowc\’cr. different institutions and
authors use them rather d . For ple, B lough and
Ghimire (mimeo, p. 12) note dxsngrccmcm over the basic qucsuon of
what constitutes a forest area in their survey of the literature from
the Food and Agriculture Organization (FAO). Indeed, the term
“deforestation” has also not always been used consistently. In its
strictest sense, it means a complete change, involving conversion of
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land use, from forest to some other use. But another less strict use
of the term refers to degradation of a forest arca. As Barraclough
and Ghimire (mimeo) point out, this would mean that even depletion
of forest biomass, and not just tree cover, would constitute defores-
tation. A broad d ion of d could therefore include:

* Conversion of land use from forest;
* Depletion of forest bio-mass, not just tree cover; and
* Other degradation of forests (for example, via logging).

The following discussion takes a broad view and uses key terms
and concepts such as forest, deforestation, sustainability, etc. in their
more encompassing sense in order to capture a fluid reality, but one
which generally has scen a broad trend towards deforestation in the
strictest sense of the term.
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Malaysia: An Introduction

The federation of Malaysia was formed in 1963. The federation
politically unified all former British colonies in the Southeast Asia
region, with their distinet geographies, different histories and varied
culnm:s :xccpl for Brunm bmgnpon: seceded in 1965. rcdcmuon hns
nvolved the evol Y p of |
and legal institutions. But as will become evident, diversity continues
1o be img Thus, in idering the relationship between agricul-
tural expansion and deforestation in Malaysia, scparate attention will
be paid to three different regions, namely Peninsular Malaysia, Sabah
and Sarawak. Since agricultural expansion and deforestation are
lm.x(nc1l)]) bound up with maucrs of topography, climate, history,
phy, politcs, lof and culture, this chapter
will bncﬂ\ introduce some of the more relevant Malaysian common-
alties and differences.

PHYSICAL GEOGRAPHY
C y Malaysia iscs the hem portion of the Malay

Peninsula (usually referred to as Peninsular Malaysia and, previously,
as Malaya), as well as Sabah and Sarawak in north-westem Bomeo or
Kalimantan. The country covers a total land area of 330,433 square
kilometres (sq. km), of which Sabah accounts for 73,620 sq. km and
Sarawak for 123,985 sq. km. Sabah and Sarawak, located on the north-
westem side of the island of Bomeo, are separated from the peninsula
by over 500 km of the South China Sea. Together, the two Borneo
states account for about 60 per cent of Malaysia’s total land area,' but
only a fifth of its population of 23 million.

At its longest, Peninsular Malaysia extends 740 km (460 miles) from
the northernmost state of Perlis, that borders Thailand, to the Johor
(Tebrau) Straits to the south. Sabah and Sarawak stretch some 1,120

i
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km (700 miles) from Tanjung Datu (Sarawak) in the southwest to
Hog Point (Sabah) in the northeast. Map 1.1 shows Peninsular Malaysia
and the two Bomeo states of Sabah and Sarawak.

The country lies just north of the equator and the predominant
climate ranges from equatorial to tropical monsoon, with distinct
scasons for the southwest and northeast monsoons, which blow
altemnately during the course of a year. The northeast monsoon pre-
vails from approximately November to April and the southwest
monsoon between May and October, with the periods of transition
between the two monsoons marked by precipitate minfall. The north-
east monsoon, coming from across the South China Sea, is responsible
for heavy rains on the cast coast of the peninsula, frequently causing
floods — particularly between November and February — and also the
wet season in Bomeo, especially Sabah. On the peninsula, the highest
annual rainfall exceeds 5,000 millimetres (mm). In the north, there is
a distinct dry scason that gradually diminishes as one moves south.
The sea level mean daytime temperature throughout Malaysia is around
27°C, with daily fl ions of 5° to 10" & n day and night.
“Temperatures remain at these levels throughout the year. Through the
spine of the peninsula, the Main Range of mountains rises to over
2,100 metres. Many rivers originate in these mountains, the main ones
being the Pahang, Perak and Kelantan rivers. Floods have been com-
mon on the major rivers of the East Coast, particularly the Kelantan
river, and have increasingly become a regular feature of littoral or
downstream urban areas.

The peninsula has two main soil types: (1) igneous, metamorphic
and sedimentary rocks and sedentary soils of the hills and mountains;
and (2) alluvial deposits. Sed y soils are gg lly deep, often
extending 20 metres (m) or more into the ground, and can therefore
support deep-rooting trees, such as rubber. Alluvial soils, on riverine
or coastal plains, generally differ in terms of texture, drainage capability
and nutrient levels. Ol palm, rubber and rice are among the crops
commonly grown in the riverine alluvial soils. In sandy alluvial arcas,
coconut is a common crop. The clay soils of coastal areas suit a range
of crops: ice, oil palm, coconut, cocoa, coffee, and other minor crops,
including bananas, tapioca, vegetables and sugarcane. The other
important category of alluvial soils is organic soils, with peat (organic
material at various stages of decomposition) being the main material.

3
3
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Pincapple is the most common crop grown on these soils, mainly
found in Johor, Perak and Selangor.

In Sabah, a low-lying alluvial co:sul plain, between 20 to 40 miles
wide, lies |n].\nd from a pred ly g fringed shoreli
This plain is bordered bv an i diate area i called the
“hill country”, with average elevations well hclow 1,000 feet (fr). A
third region is formed by the interior highlands, where summit levels
mostly range between 4,500 and 7,500 ft. These highlands, called the
Crocker Range, culminate in the spectacular granite peak of Mount
Kinabalu (13,455 ft). The ruggedness of Sarawak’s interior region has
meant that fivers often provide the only means of transportation, while
difficulty of both access to and cultivation of land explains the low
populaton densitics in these areas. In general, Sabah and Sarawak have
little fertile land for agriculture, cven though much of the territory is
intrinsically no less suitable for rubber cultivation than on the penin-
sula. However, the two states have an abundance of forest products
and a varicty of mincral deposits. Thus, “geographical facts alone
cannot wholly explain the retardation of this region as compared to
the Peninsular” (Fisher 1964: 662).

HISTORY

The carliest of the contemporary inhabitants of Malaysia were the
Orang Asli (literally meaning “original people™) of the Peninsula, and
others such as the Punan of Sarawak and the Rungus of Sabah. Their
presence within Malaysia’s modern boundaries probably dates back
over five millennia. Various influxes of Malays took place c:muncs
later. The carliest of these had established tt in
the peninsula by 1,000 BC. They were followed by others, some of

whom came with more advanced farming techniques and other new
knowledge.

The history of Malaysia and of its peoples has been influenced by
its strategic geographical location at a major mantime trade crossroads,
as well as by its tropical climate regulated by the monsoons. By the
first century of the Christian era, the inhabitants of the country had
established regular trading contacts with the world beyond Southeast
Asia, specifically with China and the Indian sub-continent. Through
migration, trade or conquest, the region was subjected to major Hindu
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and Buddhist infl These infl were later supplanted by
Islam which was introduced and spread by Indian and Arab traders
from around the 13th century.

The golden age of Malay civilization is said to have occurred in
the 15th century in the Malay kingdom of Malacca on both sides of
the Straits of Malacca. The fall of Malacea to the Portuguese in 1511
marked the beginning of European colonialism. Meanwhile, in Bomeo,
the inhabitants of what are now Sabah and Sarawak lived degrees of

latively Ithough the Sul of Brunci
and Sulu exercised varying authority over them until the middle of
the 19th century.

European power in the region was largely limited to long-distance
trade until British interests extended into production at the end of
the 19th century. From their trading bases in Penang (1786), Malacca
(1815) and Singapore (1819), later collectively known as the Straits
Setdements (SS), British influence and power spread to other parts
of the peninsula. During the same era, the contemporary states of
Sabah and Sarawak began to take shape as separate entities as British
adventurers acquired territory at the expense of the Brunei and Sulu
sultanates. James Brooke consolidated his personal control over parts
of Sarawak from 1841, while in Sabah, acquisitions by various
individuals were consolidated by the Chartered Company of British
North Borneo in 1881.

The interests, prioritics, conduct and practices of these ad
trations were markedly different, not least in their policies towards
agnculture and forestry. In Malaya, the expansion of the rubber in-
dustry during the carly part of the 20th century was crucially important
to the British empire. Such agricultural ion was not si
in cither Sabah or Sarawak then. These hlsloncal differences have been
of critical relevance to the dynamics of agriculture and forestry policies
in the three different regions, as will be seen later

The fall of Malaya and British Bomeo to the Japanese in 1941-42
shattered the myth of Western colonial supremacy. Although the
Bnitish resumed authority in Malaya after 1945 (and directly took over
Sabah and Sarawak as Crown colonics), xhc\ faced a more politically
volatile climate, with strong nationali and | for
independence. Malaya gained independence in August 1957 Mean-
while, Sabah and Sarawak continued to be directly administered by the
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Briush Colonial Office until the formation of Malaysia in September
1963. Brunci had also been i {in the d to blish
the federation, but withdrew at the last moment, while Singapore left
the federation in August 1965 to become an independent republic.

DEMOGRAPHY

According to the national census, Malaysia’s population was 18.4
million in 1991 and 22.2 million in 2000, In 1991, Sabah? had a
population of some 1.8 million (9.8 per cent of the total Malaysian
population), Sarawak, 1.7 million (9.3 per cent), and the peninsula, 14.9
million (80.9 per cent). The census conducted in 2000 reported 17.7
million in the Peninsula (79.9 per cent of Malaysia’s total), 2.0 million
in Sarawak (9.1 per ccm) and 2 4 million in Sabah (H -0 per cent).
ian census popul are ized in Table 1.1.

The dcn\ngmphnc growth of Malaysia is shown in Table 1.1, with
different dynamics at work in the three regions. Between 1980 and
1991, Malaysia’s population grew at an overall annual rate of 2.6 per
cent, with Sarawak and Sabah recording higher growth rates. Sarawak’s

Table 1.1 Malaysia: Population by Region, 1891-2000

Year Peninsula Sabab Sarawak Malaysia
1891 - 67,062 - -

1911 2,339,051 - = =
1931 3,787,758 = = =
1947 4,908,086 - 546,385 -
1951 - 334,141 - -
1957 6,278,758 - - -
1960 - 454,412 744,529 -
1970 8,809,557 653,604 976,269 10,439,430
1980 11,426,600 1,011,000 1,307,600 13,745,200
1991 14,8527 1,808,800 1,718,400 18,379,900
2000 17,740,609 2,449,389 2,012,616 22,202,614

Sources: Malaysia: General Report of the Population Census, 1970, 1980, 1991,
2000,
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growth rate was around 3.7 per cent, while Sabah’s was 5.5 per cent,
the highest for all the Malaysian states. Population growth also varied
among the various cthnic groups. In Peninsular Malaysia, the growth
rate among Malays was higher than for other major ethnic groups.

In contrast to other arcas of the world with greater population
pressure, Malaysia still has relatively few people for its land size despite
its rapidly growing population. In other words, population densitics
are still relatively low, with the states of Sarawak and Sabah having
the lowest population densities in the country, The higher population
growth rate for Sabah is due, in lage measure, to the higher numbe;
of pecially from hbouring Philippines and Ind i
drawn to the comparatively better cconomic conditions in Sabah.
Indeed, nearly a quarter of Sabah’s inhabitants in the 1991 census were
counted as non-Malaysians, of whom more than 98 per cent were from
Ind ia or the Philippi The parable figures for Peninsular
Malaysia and Sarawak were 2.1 per cent and 1.0 per cent respectively.
The overall ethnic mix of Malaysia’s population is shown in Table 1.2,
while ethnic breakdowns in the three regions of Peninsular Malaysia,
Sabah and Sarawak in 2000 arc given in Table 1.3.

Table 1.2 Malaysia: Distribution of Citizens by Ethnic Group, 1970-2000

Ethnic Group 1970 1980 1991 2000
Malaysian Citzens 108815 131361 16,8123  21,889.9
Pexcentages
Bumiputera - 502 613 65.1
Malay 56.0 48.6 50.7 534
Oxber Bunmsiputera - 10.7 10.6 1.7
Chinese 343 3.7 275 26.0
Indians 87 8.4 78 77
Others 09 0.6 34 12

Note:  Population distribution by ethnicity for 1970 only covers Malays,
Chinese, Indians and Others. No data was available on Other
Bumiputeraor Indigenous Groups.

Sourccs: Malaysia: General Report of the Population Census, 1980: Summary
“Table 4; Malaysia: General Report of the Population Census, 1991:
Table 2.12; Malaysia: Population Distribution and Basic Demographic
Characteristics, 2000: Table 2.1 and 2.2; Malaysia: Vital Statistics Time
Sertes, 1963-1998: Table A1.3,

3
2
:




Deforesting Malaysia 8
Table 1.3 Malaysia: Citizens by Ethnic Group and Region, 2000

] . Number Pexentage
Region Etteic G (000) Distribution

Peninsular Malaysian Citizens 17,8326 1000

Malaysia Bumiputera 11,1357 624

' — Malay 10,885.7 61.0

— Other Bumpatera 250.0 14

Chinese 48331 274

Indian 1,680.1 9.4

Others 133.7 0.7

Sabah and Malaysian Citizens 2,048.6 100.0

Labuan Malay 3325 16.2

Kadazan-Dusun 4848 237

Bajau 3472 169

Murut 85.1 42

Otber Bumiputera 3995 19.5

Chinese 2716 133

Others 127.9 62

Sarawak Malaysian Citizens 20088 100.0

Malay 4623 230

Iban 603.7 301

Bidayuh 166.8 83

Melanau 113.0 5.6

Ober Bumsputera 117.7 59

Chinese 5 267

Others 0.4

Source: Malsysia: Population Distrib and Basic D

2000: Tables 2.1, 2.16, 3.10 and 3.11.

These demographic statistics are manifest in the differing cultural
practices of the various cthnic groups and their different roles and
influences 1n society. For example, a significant proportion of the
indigenous populations in Sabah and Sarawak still practise shifting
cultivation, usually combined with some sedentary cash-cropping.
Cultural practices, land administration, ownership and productivity also
differ, and are often at variance with more “modemn” notions of
“development”. The conflicts berween these indigenous practices and
more commercial agricultural norms and practices will occupy much
of our later discussion.
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At this juncture, some comment needs to be made on the term
Bumiputera. Officially, Malaysia’s cthmc groups fall into two main
categorics: those with cultural affiniti dig to the i di
region, classified as Bumiputera, and those whose cultural affinitics lic
further, mainly those of Chinese and Indian origin. By this classi-
fication, Bumiputera® consists of the “Malay” and aboriginal groups in
Peninsular Malaysia, as well as the Malay and other indigenous
populations of Sabah and Sarawak. As can be seen from Table 1.3, in
the Borneo states, there are many ethnic groups significant enough
for the census to specifically identify — that is, 10 ethnic categories in
Sarawak and 25 in Sabah - in addition to the classification “Malays”
and “Other Bumiputera

Religious categorization has also been relevant in Malaysia’s polity.
In Malaysia, Malay ethnicity is legally defined by the profession of
Islam, among other things; by constitutional definition, all Malays are
Muslims. This is not the case for other demographically significant
Bumiputera groups. For example, the Kadazan in Sabah and the Iban
in Sarawak arc predominantly Christian. There have been concemns
and fears that government policies promote Islam and Malay culture
over the religions and culture of others, including other Bumiputera
groups, with positive discrimination in favour of the Bumiputera seen
as primarily favouring Muslim Malays.* Given the significantly different
demographic compositions of Sarawak and Sabah, these policies have
affected various indigenous groups, of whom the majority are farmers,
rather differenty.

The non-Bumiputera category chiefly refers to those of ethnic
Chinese and Indian origin. Most Chinese and Indian immigrants
entered Malaya during the late 19th and carly 20th centuries, drawn
or even brought by prospective ities and British
colonial policies. Again, the differing ct.hmc profiles of the three
regions reflect their different colonial experiences, in particular, the
different ways in which the colonial administrations sought to
“develop™ the land, not least through the Izrgc sc:lc |mponzuon ol’
foreign labour. Thus, in Malaya (Peninsular M the wid
development of the tin and rubber industries saw w the i nmpomuon of
millions of people, especially from China and India. Sarawak and
Sabah, on the other hand, had distinct histories, v.uh different con-
sequences for immi land settl and agricultural
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Indeed, the historical demography of Malaysia requires us to treat the
zhrc: rq.,mns separately — to properly acknowledge the different
of ltural land develoy

POLITICS AND GOVERNMENT

The formation of the federation of Malaysia was clearly inspired by
the Briush, who were anxious to consolidate their former possessions
and colonies in Southeast Asia under one reliable umbrella :u a ume

fise chall h i to

when more radical
British interests in the region. Malays
controversy. The Cobbold Commission,
likely reactions to the proposal in Sarawak and Sabah, could only
report minority support for the idea. This implied that at the outset,
there were many in Sabah and Sarawak who were suspicious of
merging under such auspices with a bigger entity. The fear was
pmobably that they would continue to be dominated by and for others,
with London substituted mr Kuala Lumpur

The expanded fed continued to be a ¢ jonal mon-
archy, with a parliamentary system ostensibly adapted from the British
model, and three tiers of government: federal, state and local
(municipal). Elections to federal and state legislatures are still held at
least once every five years, while elections at the municipal level were
abolished in the mid-1960s, Malaysia’s federal constitution defines the
powers of the three tiers of government. Although the federal

’s formation was not without
sct up by the British to gauge

government sets overall policies for finance, education, defence,
development and other “national” matters, state governments have
authority over access to and use of natural resources, such as land,
forests, water and minerals.

With the Petroleum Development Act (PDA) of 1974, however,
the federal government gained complete control over petroleum and
natural gas resources, to the detnment of the oil-rich states, including
Sabah and Sarawak. The third tier, that is local govemment, is mainly
for the ad

bl

P of municipal services and admin-
istration within gazetted districts and municipalities. This division of
powers and the political dynamics between federal and state
govemnments are crucial to understanding issues relating to land and
forest resources in Malaysia.
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‘These dynamics are complicated, and the following brief y
must necessarily simplify the many nuances that make up the
intriguingly, complex scenario that is the Malaysian polity. Certain
distinguishing features of Malaysia's political landscape are clearly of
relevance. First, the federal government has always been run by a
ruling coalition of mainly communally-based partics, in which the
Peninsular Malaysia-based United Malays National Organization
(UMNO) has been dominant.’ These two aspects — of seeming Malay
federal and government dominance — have had crucial implications
for Malaysia, particularly Sabah and Sarawak.

Early fears in Sabah and Sarawak that federal government domi-
nance might over-ride the interests of the East Malaysian states led
to the cnunciation of “Twenty Points” as conditions for entry into
the federanon. The Twenty Points represented an initiative by some
leaders of Sabah and Sarawak to protect them against feared federal
government excesses, by ensuring the two state governments certain
additional areas of administrati y. The federal g
has not fully recognized the twenty points in practice, and many
would claim that the tacit agreement has been breached. Instead, the
federal government leadership has cultivated political alliances to
gamer support in Sarawak and Sabah, currently relying on Muslim
and Chinese leaders as its principal allies.

The extent to which the federal government has been prepared
to perpetuate such do ¢ has been d 1 by events in
Sarawak and Sabah since 1963. For example, in 1966, retroactive
constitutional amendments were made to legitimize Kuala Lumpur’s
intervention to replace Stephen Kalong Ningkan, an Iban, as Sarawak’s
Chief Minister. This was cventually followed by an uninterrupted
period of Muslim-Melanau domination of Sarawak politics, despite
their small minority (less than five per cent) status.

The recent history of Sabah has also been dominated by federal
government interference to replace recalcitrant state governments,
beginning with Tun Mustapha’s United Sabah National Organization
(USNO) government in 1976. After the mainly Christian Kadazan-
dusun Parti Bersatu Sabah (PBS) supported the national Pppositi
during the 1990 general election, the federal government reaction
was harsh. Federal allocations were slashed, the timber revenue con-
tribution to the state cconomy was limited, the Chicf Minister was

e
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arraigned on corruption charges and peninsula-based parties were set
up in Sabah to undermine the PBS. The process of wresting the state
govermment from PBS was completed in early 1994, when most PBS
clected state representatives crossed over, giving the UMNO-led
coalition a majority.

Such intervention is indicative of the determination of the federal
government to ensure co-operative state governments in Sabah and
Sarawak.® There has also been growing sensitivity over the financial
relationship between the federal and state governments, especially
following the 1974 Petroleum Develog Act (PDA) 21
on oil and gas revenues. Although both states are rich in these re-
Sarawak receive only five per cent of petroleum

sources, Sabah and
and gas royalties, with the rest accruing to the federal government.
This has encouraged and provided a pretext for both Sarawak and
Sabah state governments to further exploit their other natural re-
sources, ostensibly to make up for foregone petroleum revenue, The
political dynamics that follow from federal-state relations help clarify
the ways in which federal policics, especially policies involving
agriculture and forestry practices, have been implemented and received

at state level.

The gerry dered del
has enabled the Malay vote as well as Sabah and Sarawak to dis-
proportionately influence the outcome of any federal election. Hence,

responsiveness to Malay voters” concems has long been of paramount

of parli Y CC e

importance to retaining govemment power. But towards the end of
the 1960s, many within UMNO were of the opinion that not enough
was being done to help the Malays,” and that other cthnic groups,
especially the Chinese, had been given too much advantage by post-
tion, the

colonial government policies. Without economic national
corporate sector of the Ma
colonial times, remained under forcign control after political indepen-

an cconomy, foreign-dominated from

dence. Yet, with Malaysia’s ethnic pre-occupations, such control was
not as visible as the more ubiquitous ethnic Chinese wealth, whose
presence had become more pronounced after independence.

The federal government has promulgated five-year plans since the
1950s. The re-election of the ruling coalition since 1955 which has
rarcly been in any scrious danger of being ousted, has ensured con-
siderable policy continuity. As we shall sce in the following chapters,
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amajor_priority of the federal govemnment from the 1950s through
the 1970s was rural development. This mainly involved building basic
infrastructure and implementing projects in a society that was still
overwhelmingly rural, of whom more than half were still living in
poverty in 1970,

In 1969, following the general election in which the ruling coali-
tion suffered significant losses, ethnic rioting and a palace coup within
UMNO led to changes in UMNO, federal government leadership
and policy. The introduction of the New E. ic Policy (NEP)
was premised on the perception that: (1) the Malays (in Peninsular
Malaysia) had not hzneﬁr:d enough from the country’s development,
(2) poverty levels remai ptably high, and (3) corporate own-
ership needed to be restructured so that Malay participation would be
increased to at least 30 per cent by 1990. Meanwhile, a new export-
oriented industrialization policy had already been introduced from the
late sixties as import-substitution had been quickly exhausted. To
achieve national unity, primarily understood as improving Malay-
Chinese relations in lhc Peninsular Malaysia context, the NFP <uughr
h parity by eliminating the id
of cconomic function with ethnicity through pmm\c discrimination
initiatives in favour of the Bumiputera, and in order to reduce poverty.

The political agenda underpinning the NEP was, arguably, of
limited relevance to Sabah and Sarawak. Policies developed for the
peninsula were extended to the Bomeo states with lirde regard for thc
luding the different d
structures, causes and patterns of poverty, and nature ofcmnomw
dc\dumenl in Sabah and Sarawak. As we shall see, the underlying
ass and hes to agricul land devel, pro-
Ef'lmmcﬁ as well as m forestry, have been remarkably snmxlnr across
the three regions. The varying circumstances of each region have,
however, produced different results from similar policics.

Sabah and Sarawak have had higher incidences of poverty than
most other Malaysian states, while their poverty profiles differ sig-
nificantly from those in the peninsula. For example, the two Bomeo
states have had far fewer wet rice farmers and rubber smallholders
than the peninsula, both absolutely and i ly. Also, the
Sarawak znd Sabah shares of federal funds h:\c generally been below
the levels of other states. In this sense, the two Borneo states have

to achieve i

different circ there,

N e T T s,
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been experiencing net losses since joining the federation, especially
duc to the loss of most of their potential oil and gas revenues (Wee
1995). Not surprisingly then, the two state governments have insisted
on controlling their other natural resources, including land and
forestry policies, ostensibly for their own welfare.

On a whole range of economic welfare and social indicators (in-
cluding the provision of basic utilities, health and educational status),
the two states lag behind Peninsular Malaysia (Wee 1995). Transport
and communications infrastructure in the two states is much inferior
to that in the peninsula, partly duc to the more rugged terrain, Riverine
communications systems are still very important in Bomeo, especially
Sarawak, because of the limited development of altemative transport
systems. This state of affairs has resulted in more difficult access to
health care and educational facilities, which, in turn, has resulted in
higher school dropout rates, generally poorer educational provision,
and limited access to health clinics and hospitals, i.c. generally poorer
human resource development. Indicators, including matemal mortality
rates, infant mortality rates and malnutrition among children below
the age of seven, are all worse than the overall statistics for Malaysia
¢ 1995; Malaysia: Ministry of Health; Malaysia 1971, 1981 and
1991). Such circumstances have increased the pressure on state gov-

cmment expend and, consequently, on
POVERTY
Since it is often suggested that deforestation is related to poverty, it is

important for us to assess the extent to which poverty has been
prevalent and has motivated forest clearance. However, in Malaysia,
the g 's to poverty cradi may well have
pmudcd an important rationale for deforestation, \\hclhu’ for
govemment revenue ion or for agricultural The
resource rents gained by the go\unmcn! from In;,;,m]., or land
develog have been coll i y to be deployed to reduce
poverty and inter-cthnic cconomic disparitics, i.c. in pursuit of NEP
objectives, though in fact, they have largely enriched powerful
politicians and their business allics.

Official figures report a poverty rate of some 68 per cent in the
agriculture sector in 1970. This included 65 per cent among rubber
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smallholders, 30 per cent among oil-palm smallholders, 53 per cent
among coconut smallholders, 88 per cent among paddy farmers and
73 per cent among fishermen. There has been significant overall
progress in meeting the poverty reduction targets of the NEP, as
Table 1.4 demonstrates. The government claims that such reductions
have been due to various poverty reduction programmes that,
importantly, included “new land development”. There have been
continuing differences between poverty rates in the peninsula com-
pared to those in Sabah and Sarawak, suggesting that the Malays in
Peninsular Malaysia, for whom the policy was first conceived’ have
benefited more from the NEP.

Official definitions of poverty have been the source of some con-
troversy. Some have argued that the income levels used to determine
poverty have been set arbitrarily, while others insist that a monetary
income measure i rural poverty,
munities whose subsistence activities and uti

pecially among com-
tion of local natural
(e.g. forestry and fishery) resources reduce their dependence on cash
incomes. While it does not differentiate between urban and rural

poverty line incomes, the Malaysian government has different poverty
line incomes for the three regions reflecting different living costs;
nevertheless, official figures consistently indicate greater levels of
poverty in Sabah and Sarawak.

Table 1.5 shows that the develog of the facturing sector
in Peninsular Malaysia has scen corresponding employment growth,
far ahead of developments in Sarawak and Sabah, where the continued
importance of the primary sector is reflected in terms of employment
as well as contribution to gross domestic product (GDP). All three
regions have 1 growing urbanization,' due to growing non-
agricultural urban employment. As the Mid-term Review of the Sixth
Malaysia Plan putit: “Employment in the agricultural sector declined
at 3.1 per cent per annum as a result of slower output growth. On
the labour supply side, the sector continued to face labour shortages
as a result of movement of labour into other sectors and the reluc-
tance of local labour to be employed in agricultural activities” (Malaysia
1993a: para 2.33). There has also been a significant and growing
number of immigrant foreign workers now employed, legally or
illegally, in the agricultural and timber sectors in Peninsular Malaysia,
Sabah and Sarawak.

RN
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GOVERNMENT POLICIES AND ECONOMIC PERFORMANCE

“Two major changes in the Malaysian economy are especially relevant
for this study. First, it has undergone significant structural transfor-
mation, with relatively slower growth of the primary sector. Indeed,
by 1991, the government cavisioned “a fully industrialized nation”
by the year 2020. Second, there has been significant transformation
within the primary sector. But such transformations have not been
uniform across Malaysia, and regional disparitics, involving agriculture
and logging, have been very noteworthy.

The expansion of the Malaysian cconomy, from the time of Britsh
colonial rule, has mainly involved the expansion of commadity (maost
tin and rubber) production. Thereafter, the country’s
economic expansion continued with the development and exploitation
of even more natural resources (petroleum, gas and timber), as well
as diversification into other cash crops (such as oil palm and cocoa).

This type of primary commodity exports-led policy has been
paralleled by an industrialization policy that has placed heavy stress
on manufacturing for export since the 1970s. Malaysia's openness to
global cconomy, involving both agriculture and forestry, has been

significantl

the

transformed as a consequence.

Malaysia’s impressive growth since 1956 is reflected in Table 1.6.
which shows the growth of the Malaysian cconomy since the mid
fittics. Indeed, by 1993, the gross national product (GNP) per capita
was estimated to be RM8,350, or about US$3,274 at the exchange rate
then (RM refers to Malaysian ringgit, the Malaysian unit of currency.
USST = RM3.80 since September 1998) (Ministry of Finance 1993;
Ficomomic Report, 1993/ 1994, 7.9),

Not surprisingly, the strong growth has been accompanied by rapid
structural transfe ion. This transf ion of the cconomy is

reflected by its changing sectoral composition, as shown in Table 1.7.

The relanive decline of agriculture has been matched by the steady
rise of manufacturing’s contribution to the cconomy. Following the
adoption of an export-oriented industrialization policy from the
19705, the last three decades have seen the secondary sector (manu-
facturing and construction) grow much faster than the primary sector,
with the tertiary sector keeping pace with overall GDP growth.
During 1961-70, primary sector growth averaged 6.2 per cent, com-
pared 10 12.2 per cent for the secondary sector and 8.2 per cent for
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Table 1.7 Malaysia: Composition of GDP, 1955-2000 (percentages)

S Agri- Mining — Manufac-— Construc- ¢
audtur turing tion
1955 40.2 63 82 3.0 423
1965 315 9.0 104 45 44.6
1975 27.6 4.6 164 38 47.6
1985 208 105 19.7 4.8 442
1990 18.7 9.8 269 3.6 41.0
1995 103 82 271 4.4 50.0
1996 9.8 T 29.1 4.7 48.7
1997 9.2 73 29.9 4.6 49.0
1998 9.6 79 27.9 4.0 50.6
1999 9.4 7.2 30.0 3.6 49.8
2000 8.7 6.6 334 33 48.0

Sources: Bank Negara Malaysia, Annual Repors, Ministry of Finance,
Economic Report, vatious years.

the tertiary sector. In the following decade, the average growth rates
were 7.2 per cent, 124 per cent and 7.8 per cent respectively.

Thus, although there has been strong diversification away from
the primary sector, this has not meant agricultural stagnation. These
overall figures obscure diverse regional developments. Table 1.8
shows the breakdown of GDP by sectoral origin for Sabah, Sarawak
and Peninsular Malaysia.

Clearly, the primary scctor (consisting of agriculture, forestry,
fishing and mining) continucs to be relatively more significant in the
two East Malaysian states than in the peninsula. In Sabah, for instance,
the primary sector has contributed over half of GDP, even increas-
ing its share despite agriculture’s declining GDP share throughout the
since 1970, In Sarawak, the primary sector’s share of GDP
increased from 40 per cent in 1970 to 51 per cent in 1980 and 1990.
In stark contrast, the contribution of the primary sector in the penin-
sula declined from 36 per cent of GDP in 1970 to 23 per cent in
1990, while the contribution of the manufacturing sector more
than doubled, from 14 to 30 per cent. In other words, Malaysia’s
industrialization has been heavily centred in the peninsula, while
regional dynamics in terms of agricultural growth and land use have
remained quite different.
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are sall the

Despite rapid i primary
main export camers, but the specific sources of export camings have
changed. From the heavy reliance on rubber and tin in colonial times
(the two accounted for almost three-quarters of total export camings
in 1955), petroleum became the major export camner in the 1980s,
followed by timber, palm oil and rubber. Manufacturing has become
more important in the 1990s, but a good share of exported manu-
factures is resource-based.

If one looks at export profiles by region, Sabah and Sarawak are
relauvely less diversified compared to Peninsular Malaysia. The 18 most
important export items from Sabah in 1990 comprised 84 per cent
of total exports by value, while the 19 leading exports from Sarawak
comprised 89 per cent, compared to the top 27 items from Peninsular
Malaysia accounting for only 52 per cent of export receipts. Further,
the two East Malaysian states have been heavily dependent on just
four export items, namely logs, sawn timber, crude petroleum and
liquefied natural gas, with very limited export revenues from pro-
cessing raw materials. Indeed, until recently, most of Sabah’s and
form of raw logs, with

Sarawak’s timber exports have been in the
relatively lide value added.

A natural resource accounting study for the federal government's
Economic Planning Unit (EPU) showed that about one-third of gross
investments could be attributed to resource rents from various natural
sectors, such as timber, minerals, soils and other forest
products, but not fisheries and agricultural land (EPU 1993; Volume
4, Exccutive Summary). Hence, the contribution of natural resources
to the growth of the Malaysian cconomy between 1971 and 1989
was fairly sizeable. Calculations of Adjusted Net Domestic Product
(ANDP) suggest positive growth, meaning that there were other
sources of growth in the natonal cconomy apart from natural resource
rents (EPU 1993).

resource

CONCLUSION

This brief survey has highlighted geophysical, historical, demo-
graphic, political and economic factors shaping contemporary
Malaysia. Both agriculture and forestry have played significant roles
in the economy, but their impacts, both in terms of land use as well
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as socicty and the envi need to be differentiated b) t:gmn,
given the diffc histories and i in P
Malaysia, Sabah and Sarawak. The primary sector is still the main
contributor to GDP in the cconomies of Sabah and Sarawak. Its
implications for agricultural ion and d; ion are the focus
of the separate regional chaplcrs (3 to 5). The next chapter reviews
agriculture and forestry in the country, further highlighting regional
i and the signifi of federal P ics for the
WO sectors.

Notes

1. The states of Sabah and Sarawak were referred to as East Malaysia,
although this term is now officially frowned upon, apparently because
its use might accentuate an East-West divide.

It should be noted that statistics for Sabah often include figures for

the island of Labuan, with a population of 55,000 in 1991, which was

controversially given to the federal government by Sabah Chicf

Minister Harris Sallch in 1984, It is now centrally administered as a

federal territory.

Bumiputera is a Malay word that approximately translates as “sons of

the soil”,

Although freedom of worship is guaranteed under the Constitution,

non-Islamic prosclytization among Muslims is forbidden, as is the

conversion of Muslim Malays to other religions.

. In the 1995 general election, Peninsular Malaysia accounted for 155 out
of the 192 federal parliament scats; Sarawak had 25 scats and Sabah
cleven. The constituent parties of the ruling coalition have also differed
between Peninsular Malaysia, Sabah and Sarawak. In the peninsula, the
more significant members of the coalition, besides UMNO, have been
the Malaysian Chinese Association (MCA), the Malaysian Indian
Congress (MIC), and the mainly Chinese Gerakan. Sabah and Sarawak
have had a more complicated history of political party formation,
alliances and splits, but a crucial component has been relations
berween Kuala Lumpur and the respective state govemnments in Sabah
and Sarawak. Of importance here is the way in which the UMNO-
Jominated federal g has d Muslim politicians and
partics in Sabah and Sarawak, even to the point of direct intervention
in state level politics.

6. This is true of any state for that matter, although the ways in which the

federal government has treated Kelantan, after an opposition victory in

o

L

o

n
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=

=

the 1990 state clections, and Terengganu, also taken over by the
opposition in 1999, have been quite diffcrent. The difference mainly
stems from the (remote) pussiblhu that Sabah and Sarawak could
become home to § , adding differcnt
dynamics to the situaton,

Chief among whom was the present Prime Minister, Mahathir
Mohamad, who was expelled from the party for his criticisms of the
leadership then.

. With a majoriry in excess of two-thirds, ic. sufficient to make changes

1o the Federal Constitution. The opposition partics had only 30 of the
192 scats after the 1995 clections.

Many academic studics dealing with poverty, income and wealth
distribution in Malaysia suggest a relationship between class and
ethnicity. A gross caricature of the ethnic distribution of the labor force
at the end of the 1960s would suggest Chinese dominated towns and
petty businesses, Indians in plantations and public works, and 4 mainly
Malay v. G to alleviate poverty (in-
:!udmg land and agricultural development) were mainly intended for
Malay famers.

The overall rate of urbanization in Malaysia stood at 50.7 per cent in
1991, up from 26.8 per cent in 1970, The figures for Sabah and Sarawak
in 1991 were 33.2 per cent (up from 16.9 per cent) and 37.6 per cent
(up from 15.5 per cent) respectively, sill significantly lower than for
Peninsular Malaysia,




Agriculture and the Forests

We now turn to agriculture and forestry in Malaysia. Here, some
history, instirutional arrangements, public policies and mhcr mﬂucnm!
factors such as extemal trade are idered. Again, we d

among the three regions of Peninsular Malaysia, Sabah and Sarawak,
to cach of which we later devote scparate chapters. We first look at
agriculture before tumning our attention to the forests.

AGRICULTURAL DEVELOPMENT

Historical cvidence suggests that the Orang As/i of Malaya and Orang
Ul of the Bomeo states have inhabited the interior and coastal arcas
of these territories since Palacolithic times [Aitken ef a/. (1982) cites
Dunn (1964) and Tweedic (1970)]. These communitics were usually
small and faced little population pressure. Over time, many of these
people settled down from hunting and gathering activities to practice
shifting cultivation. Aitken e# a/. (1982) concluded that soil disturbances
associated with such practices were minimal, with planting carried out
in ways suited to the climate and seasons. Settlers apparently recog-
ized the limited fertility of tropical rainforest soils, and guarded
against over-exploiting the inherently poor forest soils. Kochumen
(1966) estimated that such land probably reverted to forest cover after
50 years. In such circumstances, many have argued that sustainable
agricultural practices have existed for some centuries, but such
recognition, as we shall see, has not been forthcoming from various
modem govemnments of the twenticth century.

Although shifting cultivation was widely practiced in all three
regions in the past, such practices are believed to be limited to a small
number of Orang Asliin Peninsular Malaysia today, involving a rather
negligible area of land. In contrast, greater areas of land in Sabah and
Sarawak have been under shifting cultivation recently. Although the

oy NI
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actual areas involved are a matter of some debate, it is believed that
some 3.2 million hecrares (ha) in Sarawak (about a quarter of total
5 million ha in Sabah (about half the land
ng cultivation (Gillis 1988), making it the

land area) and some 3.65
area) have been under sh
most extensive agricultural practce in both states.

The greater extent of such practices in Sabah and Sarawak in
contemporary times derives from the different histories and rather
different rural populations of these regions compared to Peninsular
Malaysia. Many indigenous communities in the two Bomeo states still
rely on primarily subsistence-oriented hunting, gathering and shifting
cultivation. Many still depend to a great extent on the forests to supply
their basic needs. The chapters that follow summarize the different
in which the pre-independence authorities have treated them.

However, it needs to be mentioned here that federal and state
governments have a broad desire for sedentary agricultural expansion,
opposing shifting cultivation, which is scen as wasteful. Both federal
and state governments have promoted lange-scale land development
schemes, including plantation agriculture, both private and public, as
well as smallholdings under the auspices of government agencies.
The impact of such I and ints on shifting
cultivation, as well as their consequences for local (rural) populations
e key issues for this study. Such agricultural land

and on forests

develop are briefly reviewed here.
o A
Plantation Agriculture

Large-scale commercial plantation agriculture began in eamest in
Peninsular Malaysia in the carly 20th century. However, some com-
mercial plantations were introduced as carly as the latter part of the
18th century, if not carlier, when British colonial powers were first
extending their influence. Pepper was one of the first crops to be
commercially grown, and forests were cleared for this purpose in
Penang (Aitken ¢f al 1982: 105). Other important plantation crops
included tapioca, gambier, sugarcance and coffee, grown mostly by
Chinese farmers (Lee Poh Ping 1980).

The introduction of rubber led to large-scale deforestation to
clear land for rubber plantations, Vincent and Hadi (1991) trace the
beginning of rubber plantations in the peninsula from 1896, Voon
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(1992) estimated that there were already 964 rubber estates by 1911
with a total area of 549,000 ha. In the first quarter of the twentieth
century, over a million hectares were planted with rubber. Much land
already under shifting cultivation may have been planted with rubber.
However, most new plantations probably began operating after clear-
ing primary forests. Hence, the growth of plantation agriculture,
mainly financed by foreign — primarily British — capital, was clearly a
major factor in forest loss and clearance.

Initiatives to develop large-scale plantations in Sabah and then
Sarawak only became significant in the 1980s, nearly a century after
Peninsular Malaysia. This has largely been under the auspices of the
respective go of the East Malaysian states, through specific
state ag ible for land develoy and
schemes. More m:cndy. there has been some expansion by private
plantation companies in Sabah (and, to a lesser degree, Sarawak) as
land in the peninsula has become too scarce or too expensive, or both.
But in both states, the arcas affected are still limited, due to less
favourable topography, with the impact on forest clearance and forest
loss not nearly as large, cumulatively, as in the peninsula.

Smallholder Farmers

The predomi ly Malay llholder farming ¢ ities of
Peninsular Malaysia were originally involved in subsi icul
However, as awareness spread concerning the likely returns to be
derived from cultivation for the market, these communities began
planting rubber. They sold cultivated land to well-financed
rubber plantation interests, Lspccmll) in the carly 20th century. The
rubber boom also ig: settler ¢ itics to the
sparsely populated peninsula from other parts of the Malay nn:hlpclzgo
as well as from the immi Chinese ity, e.g. those displ.
by the mechanization of tin mining. In the period 1900-10, the boom
in rubber prices saw the average spot price of RSS! rubber rise from
about RM2.36/kg in 1900 to RM5.55/kg in 1906, and to RM12.00/
kg in August 1910. Meanwhile, the cost of producing rubber was rarely
above RM1.50/kg (Barlow 1978: 25),
Despite colonial g ints on smallholds

to the new uppunumu:s (discussed in more detail in the next chapw:),
the area under smallholdings expanded from 18,200 ha in 1890 to

Parpustanman Nogure
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103,600 ha by 1911, and accounted for over 40 per cent of all land
planted with rubber by 1932. By 1961, the total area under rubber
smallholdings exceeded that under rubber plantations, partly due to
the subdivision of estates to take advantage of the post-colonial
reversal of colonial-era anti-smallholder policy biases. By the late
196(s, there was an esti i rubber farming popul

of almost 500,000. Heavy reliance on volatile commodity prices meant

that such communities were quite vulnerable. In bad times, large
sections of the rubber smallholder population fell into poverty.

In Sabah and Sarawak, the development of smallholdings pro-
ceeded in a much more ad hoc fashion before the 1980s. Thus, much
smaller areas were planted. While carlier high retums did induce some
rmers in both states to cultivate rubber, other cash craps, such as
cocoa (in Sabah) and pepper (in Sarawak), have had big followings.
In 1990, only about 11,200 ha in Sarawak was under pepper small-
holdings. while some 206,000 ha were under cocoa smallholdings in
Sabah.? All the vulnerable to fluctuations in the prices
of these commodities. Meanwhile, shifting cultivators in both states

¢ farmers w

have developed mixed farming practices, cultivating both food as well
as cash crops.

In Malaysia, the increased importance of smallholder rubber pro-
duction was reflected in the smallholders’ 84 per cent share of planted
rubber land and 78 per cent of output due to the lower productivity
gap (by some 20 per cent) of smallholdings compared to estates. The
hope is that new clones and more effective technology transfer from
the Rubber Research Institute (RRI) and other government agencies
dealing with smallholders will increase their incomes, thus ensunng that
smallholdings become more viable. Smallholder oil palm cultivation
is less widespread, accounting for only 9.1 per cent (some 220,000 ha)
of all the land under oil palm (Malaysia 1996: 86, 88).

Land De Seh

The most pressing social policy concern in the three regions since
the 1960s has been rural development and rural poverty alleviation.
The fact that land is, constitutionally, under state jurisdiction has
resulted in complex dynamics and tensions between state and federal
govemments, for example, over lange-scale land development by state
or federal govemment agencies. Such programmes have been especially
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extensive in Peninsular Malaysia, where the most important agency is
the Federal Land Development Authority (FELDA), formed in 1956
(Tunku 1977, Perumal 1992). FELDA itself has been the forerunner
for a plethora of other federal and state/regional development agen-
cies sct up since.

These agencies have had much success in opening up new agri-
cultural land. Up to 1990, FELDA itsclf had developed almost a
million hectares in Malaysia, while a similar expanse was under the
jurisdiction of other agencies (Voon and Tunku 1992: 359). FELDA’s
role has been immense: financially, it is the lagest and most impor-
tant public agency in Malaysian agriculture. For instance, under the
Second Malaysia Plan (1971-75), just under 13 per cent of total gov-
emment expenditure and slightly more than half of total agricultural
expenditure went into land development, most of it through FELDA.
A description of FELDA's land development technique gives some
idea of its approach: “A decision is taken to develop a new scheme,
usually in a forested area. Contractors clear the land, plant the seed-
lings — oil palm or rubber — and put in the settler houses, roads, water
supply, schools and so forth. When these works arc nearly completed,
the sculers arrive” (Meerman 1979: 242). Clearly, the impact of this
system on forests has been significant.

Federal Government Policies

Federal government policy can be gleaned from various plans,
claborated policy guidelines [such as the National Agricultural Policy
(NAP)] and the allocation of federal funds for agricultural devel-
opment expenditure. At the federal level, the four major ministries
dealing with agriculture have been the Ministry of Agriculture, the
Ministry of Land and Regional Development, the Ministry of Rural
Development and the Ministry of Primary Industries. The Agricul-
ture Ministry is in chamge of agricultural policy and implementation,
but not of opening new land schemes, nor of land and regional
development as well as of land rehabilitation agencies, which fall
under the jurisdiction of the Ministry of Land and Regional Dcvclop-

ment. The Ministry of Rural Develoy is principally c
with social development (and sccunng polmcal suppon}. drawing upon
resources from other 1o imp its prog; The

Perpustaxaun Nexura
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Primary Industries Ministry 1s mainly involved with primary com-
modity exports as well as agricultural and natural resource (including
timber) processing.

In addition to these ministries, there is a host of other agencies
and institutions that support agricultural and land development at the
federal level. For instance, there are several credit institutions that
finance I projects, including the Agriculture Bank (Bank
Pertanian Malaysia) and the People's Co-operative Bank (Bank Kerja-
sama Rakyat).' The government also onganizes Farmers' Associations
that co-operate in the implementation of goyernment programmes
related to agriculture.

Since land matters remain the
the National Land Council (NLC) — comprising the prime minister
and the chief ministers of all 13 states — was established to co-ordinate
cfforts between federal and state governments. Similarly, the National
Forestry Council, which has the same representation as the NLC,
plays a similar co-ordinating role. Both federal agriculture and forestry
policies may not be implemented as desired by the federal govemnment.
While Sarawak and Sabah arguably have more distinet institutional
and policy frameworks than the 11 states in the peninsula, in all states,

3 of state g

1tis the State Executive Councils, the executive arms of the state
governments, which make the final decisions on all land matters,
including opening up land schemes and approving land applications.
The State’s Department of Land and Mines handles land adminis-

tration, while State Agricultural Development Corporations invest in

agricultural projects on behalf of some state governments.
Nevertheless, there has been considerable consensus on the aims

of and approaches to agricultural policy at both state and federal

levels. Throughout the 1960s, federal prioritics were centred on:
(1) rural development programmes providing basic infrastructure and
facilities (including health and cducation), and (2) agricultural policy
to support and extend plantation areas, support and increase small-
holder producavity, and open up new land for settlement, particularly
for landless or poor Malays.

ixeept for rice cultivation 1o reduce forcign imports, the official
policy emphasis has always been on production for export. This
strategy has not been contradicted by land use policy, largely
formulated during the colonial period. In the case of the peninsula,
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the policy favoured mineral extraction where there were minerals and
agricultural development where there was none but where the soils
were suitable. Where lture could not be ¢ bly developed,
forestry was to be allowed. Hence, lowland areas m the peninsula ha\'c
been almost pl 1 for if not built upon.

However, as seen in the first chapter, limited progress in meeting
the needs and aspirations of the mainly rural Malays led to changes
in the end of the 1960s in leadership and policy. The NEP empha-
sized rural development, but at the same time, export-oriented indus-
trialization and public sector expansion in order to create employment
and to diversify Malaysia’s cconomy. The Second Malaysia Plan, 1971-1975
sought to modemise the agricultural sector to raise incomes, generate
employment, develop agro-based industrics, and otherwise “integrate
agriculture with modem activities in industry and commerce.” This
was to be done through “the sound exploitation of Malaysia’s land,
water and timber resources,” increased pmducu\'lry, cxp‘.\nsmn r)f
products, 1 d land develop and |
support and services.

As for land development, “the target of the Second Malaysia Plan
[was] to develop over a million acres, more than twice the acreage
developed under the previous Plan” (Malaysia 1971: para 402). It
was noted that “the existence of abundant land, forestry and other
resources makes possible the further rapid overall development in
agriculture” (Malaysia 1971: para 352).

Clearly, such policies would have cffects on land use and forest
conversion. Between 1971 and 1980, three key govemment agencies
— the Federal Land Development Authority (FELDA), Federal
Land C lidation and Rehabilitation Authority (FELCRA), and
Rubber Industry Smallholders Development Agency (RISDA) — were
responsible for developing 455,878 ha (of which FELDA alone
developed 373,705 ha). Other Peninsular Malaysian federal or state
agencies developed 155,662 ha, Sabah agencies developed 57,816 ha
and Sarawak agencies 76,655 ha, while joint ventures or private sector
developments accounted for 120,047 ha (Malaysia 1981: Table 15.2).
In 1978, Mahathir Mohamad, then deputy prime minister (and soon
prime minister from 1981), drew attention to rapid deforestation in
the country — partly due to such land clearance for agriculture and as
a result of increased timber production.

Perpustakeaun Negurs
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Besides having adverse implications for forests and raising ques-
tons as to how successful such developments really were, such
clearance had another economic and social implication (also considered
in the following chapters). As the Fourth Malaysia Plan (1981-1985)
put it: “With the limited availability of suitable agricultural land for
lange-scale land development, the lagge numbers of landless poor,
increasing costs of development triggered by higher costs of labour,
transport and farm inputs and the necessity of maintaining accepted
levels of income and standard of living, the need for reviewing the
strategy of new land development cannot be over-cmphasized”
(Malaysia 1981: para 718).

In other words, the expansive land develog so
prominent in the fiest two decades following mdcpcndcncc, had been
pursued with such vigour that there was little suitable land left for
large-scale development in the peninsula by the late 1970s. Thus,
endeavours from the 1980s involved more n situ development, changes
in existing land scheme as well as technological and
insttutional progress. There has been more development by federal

and state government agencies as well as private investors of new
agricultural land in Sabah and Sarawak but the spatial impact remains
limited, as we shall see. Nevertheless, programmes for land develop-
ment, integrated Itural development, as well as d and
irrigation still accounted for 56.6 per cent of expenditure on agricul-
ture and rural development in 1995 (Malaysia 1996: 105).

National Agriculture Policy

The clearest recent s on federal govemnment agricultural priori-

ties have come in the form of the National Agriculture Policy (NAP),
first introduced in 1984 and already revised twice in 1992 and 1998.
In the original guidelines for 1984-2000, the NAP's objective was “to
maximise income from agriculture through cfficient utilization of the
country’s resources and the revitali of the sector's ibution
w the overall cconomic development of the country” (Malaysia 1984:
4). The four principal components of the 1984 NAP were plans to:

* intensity new land development;

bl of

* devise m-situ develop 1o overcome p
famm size and crops, and low levels of productivity;
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* provide agricultural support services (such as research, extension,
marketing), and use regulatory means (taxes and subsidies) to
provide impetus for agricultural development; and

* incorp social and institutional develof within the overall
framework.

On forestry, the NAP said: “Clearing of primary jungle will be kept
within reasonable limits to conserve forest resources” (Malaysia
1984: 12).

The early 1990s" review of the NAP, prompted by the appoint-
ment of a new Agriculture Minister, the end of the NEP and the
First Outline Perspective Plan for 1971-1990 and the enunciation of
the successor National Development Policy (NDP) coinciding with the
Second Outline Perspective Plan for 1991-2000, led to the new
National Agricultural Policy for 1992-2010. Income maximization —

through optimal utilization of - ined a major objective.
The goal of transforming agriculture into a highly modemized and
commercialized sector also ined, with emphasis on market-dri

and human resource-led growth (Malaysia 1993). The role of the
private sector was to be enhanced, and a greater role for research and
development (R&D) was envisaged. Expansion of food production
was to cater to both domestic and export demand.

With regard to the issues of deforestation and agricultural ex-
pansion, the new NAP's objectives were:

a further decline to 65 per cent self-sufficiency in rice production
by 2010, with emphasis on yield, production, more frequent crops,
i . :

new I and reduction of post-
harvest losses, rather than on ing the arca under cultivation;
= increased palm oil output by i ing the arca under

as well as productivity. In the peninsula, the emphasis would be
on the conversion of idle (non-forest) land, while forest areas
would be opened up in Sabah and Sarawak for this purpose.
Attention would focus on reducing labour inputs through

t to improve petitiveness in the oils and fats

markets;

* stabilization of rubber production and export levels through pro-
ducuvity increases via improved clones and production manage-
ment systems adapted from the estates. In the peninsula, new

P
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planting for latex and rubber wood would be encouraged as part
of a programme of “forest renewal”;

for other crops (such as coffee, cocoa, coconut and pepper), greater
stress would be placed on better management, improved varietics,
higher quality, and increased downstream processing. For coffee,
selective planting, as well as inter-cropping, would be encouraged;
by the year 2010, forested or planted areas would cover up to 85
per cent of the total land area in order to stabilize the environment
and 1o achieve ccological balance. Forest plantations with exotic
species would be expanded, while permanent forest estates would
be maintained to meet the increased demand for related recreation
and other types of activitics.

Thus, the second NAP clearly envisaged more commercial devel-
opment of the agriculture sector, although the emphasis, especially in
the peninsula, has shifted to improved technology and produc-
tivity, rather than on opening up new land. However, overall economic
transformation in Malaysia since the 1990s has involved a push to
become a “fully-industrialized nation™ by the year 2020. Undoubtedly,
the importance of the secondary sector to the Malaysian economy has
become greater, but this change has not obliterated the role of the
primary sector, still highly significant in terms of export camings and
employment. Some major issues affecting the primary scctor are
considered here.

Commodity Trade

Export receipts from primary commodities — of some RM44,004
million in 2000 - indicate just how important they sull are to
the Malaysian cconomy. Rapid growth has been achieved through
continuing cfforts to increase the area under cultivation, shifting to
higher-priced crops and replanting worth higher yiclding varicties to
increase output and carnings. This growth has also relied on the
depleting extraction of natural resources such as tin, petroleum, natural
gas and timber.

Rubber and tin were the twin pillars of the colonial cconomy in
Malaya, The almost exclusive agricultural dependence on one crop,
rubber, was highly risky, especially with the volatile behaviour of inter-
national rubber prices. Thus, a key post-colonial government policy
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has been to diversify away from rubber, which has resulted in more
varied export crops, changing the composition of the export com-
modity sector. In 1955, exports of rubber and tin accounted for almost
three-quarters of total export camings. By 1970, the primary sector’s
share was down to 53 per cent, with significant contributions coming
from wood (16.5 per cent) and palm oil (5.1 per cent). In 1980, the
share of rubber and tin had fallen to just 25 per cent, with palm oil
increasing its share to 9 per cent, while timber accounted for about
14 per cent. By 1990, rubber and tin together contributed only about
5 per cent, palm oil 5.5 per cent and timber about 9 per cent. By this
time, the bulk of exports was from manufacturing (59 per cent),
Ithough its share was i by the high import content of
many such exports. The share of primary commodities in total
exports declined further in the 1990s.

Palm oil soon displaced rubber, not only in terms of export
carnings, but also in terms of area planted. Palm oil output grew
rapidly from the late 1960s into the 1970, reflecting an increased
preference for the crop due to its greater profitability compared to
rubber. This was reflected, for instance, in the choice of crop for
govemment land development schemes. OF the 455,900 ha developed
by federal land development agencies between 1971 and 1980,
282,900 ha were planted with oil palm, 150,700 ha with rubber, and
the balance with sugar-cane, cocoa, coffee and rice (Malaysia 1981:
para 662). Eamnings of palm oil overtook rubber by the carly 1980s.
Besides palm oil and rubber, other agricultural products grown for
export have included pepper, cocoa, pincapple, tea, sago, coconut,
tobacco, fruits and livestock.

This diversification of c dity products paralleled i d
camings. At the same time, the agricultural and rural economy was di-
versified with income dynamics reflecting crop variety and price fluctua-
tions, Commodity price trends for the period 1970-92 are shown in
Figure 2.1. Rubber exports declined during the period 1961-65 owing
to adverse price trends. Over the next decade, however, rubber exports
grew with higher productivity, The late 1970s saw good growth, with
favourable prices, before entering a drop in the mid-1980s, followed
by a rise at the end of that decade, and finally, of subsequent decline.

Such di ation did not pletely insulate those depend,
on agriculture from the worst effects of boom-bust commodity

n Negura
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cycles. For instance, after the commodity boom of the late 1970s, the
first half of the 1980s turned out to be relatively sluggish. The
vulnerability of Malaysia’s open economy was demonstrated once again
by the general collapse of prices in the mid-1980s,% with commodity
pnca on]\ picking up towards the end of the 1980s. Despite
¢ y price variati resulting in export camings
il ions and inties for both g as well
as rural camings, the sector continued to grow. Thus, between 1960
and 1970, export camings rose relatively slowly, from RM3.6 billion
to RM5.2 billion, and then more rapidly with the commodities boom
of the late 1970s to reach RM28.2 billion in 1980. By 2000, export
receipts of RM121 billion were recorded.

REGIONAL DIFFERENCES

While these aggregate trends were true for Malaysia as a whole,
there have been significant regional differences. In recent years, the
agricultural sector has been relatively more important to the ccono-
mics of Sabah and Sarawak comp d to Peninsular Mal

though the latter’s overall agricultural output is four times that of
Sabah's and six times that of Sarawak’s. The major crops have higher
productivity and yield rates in the peninsula, possibly because
commercial agriculture was established much carlier there than in the
two Bomeo states.

A comparison of yields and productivities for major crops in the
three regions is shown in Tables 2.1a and 2.1b. In 1990, palm oil
production on the peninsula accounted for 96.8 per cent of output,
Sabah for 2.7 per cent, and Sarawak for 0.5 per cent. For rubber, 96.5
per cent came from the peninsula, 2.3 per cent from Sabah and 1.2

1

per cent from Sarawak. Agri al ion in East Malaysi

chiefly Sabah, during the 1990s was reflected in their increased shares
of total palm oil output. In 2000, Sabah accounted for 27 per cent
and Sarawak for 5 per cent, while the peninsula’s share dropped to 68
per cent. The situation was somewhat reversed in the case of timber:
in 1995, Sarawak accounted for slightly more than half the nation’s
log production, followed by Sabah with 27.4 per cent, while the rest
came from the peninsula.
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OTHER LAND USE CHANGES

Before going on to gauge the extent of forest loss and the extent to
which agricultural expansion has been the cause of such loss, we tum
to several other factors affecting land use and forest conversion. The
growth of tin — and other on-shore — mining has also involved open-
ing up land at the expense of the forest. The rapid expansion of the
tin mining industry from the mid-19th century saw the alluvial plains
in Perak, Sclangor, Negri Sembilan and other states converted to palong
(gravel pump), lampan (tray washing) and dredge mining (Yip 1969).
Most such land was probably forested before mining began. By 1972,
about 160,000 ha of land in the peninsula had been leased for min-
ing, accounting for less than two per cent of total land area. Mining
activities have been relatively less extensive in Sabah and Sarawa
where there have been smaller areas deforested due to such acuvitics.

In recent years, tourism has become a major foreign exchange
amer for Malaysia. Attempts 1o cater to growing tourism demands
as well as to develop Malaysia as an attractive tourist destination have
posed some threat to forests. Growing demands for
logical tourism™ and for ever more exotic locations will increase

ture or ¢co-

pressure on more pristine natural areas, although some such projects
v also support forest conservation. Already, hill resorts, such as the
Cameron Highlands, have been developed, with deleterious effects on
the environment. The opening up of new golf courses in previously
forested areas is another consequence of tourism-oriented develop
ment. Similarly, the road linking the resorts in Genting Highlands,
Fraser’s Hill and Cameron Highlands will have a significant effect on
forested areas and the surrounding watershed. The Mulu National
Park in Sarawak has more and more tourist chalets and hotels built
around the park. One angument in favour of the Bakun Hydroelectric
Dam project was the expected tourism spin-offs from the project,
which would flood some 70,000 ha already logged by the dam
concessionaire.

Aquaculture has also threatened coastal mangrove areas, ever
since demand for marine or brackish water prawns rose in the 1980s.
Lamge aquaculture farms have been opened in several states, including
Johor, Pahang, Perak, Kedah and Sabah. Many farms are between 40
and 200 ha, depending on the scale of investment.® The lamgest farm
is probably the Soon Cheng farm in Rompin, Pahang. The Pahang
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state government provided 2,000 ha of swamp arca for this project,
to breed the kabayaki eel for export to Japan. A total of 20,000 ha
of coastal mangrove area are under some form of pond aquaculture,

Roads and other inft ! develog have clearly impacted
on the forests as well. Opening access to previously remote areas by
building roads (such as the East-West Highway in the peninsula or the
planned Bintulu-Bakun road in Sarawak) inevitably puts pressure on
forest areas, apart from the forest destruction caused by road build-
ing itsclf. For example, the Belum Forest Reserve, previously closed
to the public, has in the past come under expansionary pressure from
East-West Highway traffic.

At the same time, easier access encourages associated develop-
ments, e.g. by logging companies to sccure and transport logs and
hotel and resort companies to run chalets and hotels. The Perak state
govemnment gazetted the Belum district as a state park in April 2001,
This move enhances the prospects for conservation of the forest re-
serve; concrete measures now need to be implemented. Dam building
has also had mixed effects. Several dams have huge impoundment
areas, for example, the Temenggor dam in Perak and the Kenyir dam
in Trengganu. The proposed Bakun dam will have an inundated area
lamger than the land arca of Singapore. However, dams also require
extensive water catchment areas, which often serve to conserve forests.

FORESTRY

Before considering the Malaysian cxpericnce in terms of forestry
policy and forestland use and conservation planning, some description
of the forest ecosystem and its functions may be helpful.

Forest Ecosystem

Tropical rainforests have been described as a vast macrocosm of
intricately related ecosystems, hosting an array of biotic and abiotic
processes occurring within the forest canopy down to substrate
minerals and micro-organisms (Krutilla 1991). Malaysia’s forests
iall prise of an everg inf with several diffe
kinds of natural forests, ranging from beach and lowland rainforests
to montane (ericaceous and oak) forests. In terms of forest formation,

Parpustukaun Negurd
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Table 2.2 Peninsular Malays

Species Diversity

Group Plant/ Animal Fistimated No. of Species
Flowering Plants 8,000
Femns 500
Mammals 300
Birds 616
Snakes 141
Frogs 93
Lizards >80
Butterflies 1,022
Moths >5,000
Other insects >20,000
Other invertebrates >10,000

Source: Tho 1989, quotng Earl of Cranbrook 1988.

Peninsular Malaysia is part of the Indo-Malayan rainforests, and
forms part of the Malesian floristic region (Aitken ef al 1982: 24). Tts
species diversity is one of the richest in the world and the extent of
this species wealth in Peninsular Malaysia is reflected in Table 2.2.
This diversity of both plant and animal life is moderated by
geographical factors, including altitude and geology. The Peninsular
Malaysian forests are by no means homogenous, containing different
lurul types as well as vanous specialist communities (for instance,

c or wetland ¢ i Such diversity has provided ex-
ciung opportunities for scientific research, particularly now that more
attention is being given to the wealth-generating potential of forests.
For instance, major pharmaceutcal firms are actively screening the
phammacological properties of flora, while others look at plant genetic
material. Breakthroughs in this kind of research would enhance the
status of forests in terms of their potential economic worth, and may
buttress policies favouring their protection.

The torest ecology is very stable. Although the soils are generally
poor, the forest ecosystem generates about 90 to 95 per cent of its

within the abov d forest litter. The ecosystem is
cfficient in trapping solar encmy in its different layers and recycling

—
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that energy (Aitken e al 1982: 48). It converts the energy into a
number of forms, of which wood is the principal biomass form (Lim
1991). In other words, as has been widely recognized, tropical forests
are able to reproduce themselves without needing the extemnal inputs
required for commercial agriculture, such as fertilizers, irrigation or
pest control.

Of course, the tropical forest is more than just an efficient eco-
system. It provides other kinds of ccological services as well, such as
maintaining the hydrological balance of river systems. The watershed
function of rainforests plays a crucial role in that balance, as does the
way forests check against erosion and landslips. The forest also
provides food and resources to human settlements, in some cases
providing the main base for their survival. Communities have de-
pended on forest resources for thousands of years. In addition to
these functions, forests play a global role by serving as a gigantic
filter through which carbon dioxide is removed from the atmosphere
and stored as cellulose and other biomass compounds. This carbon
sequestering function dul: i for the mai of
the biosphere (Krutilla 1991).

The understanding and appreciation of these and other functions
of the tropical forests’ ccosystems have been steadily increasing
worldwide as more research is conducted and publicized. Ironically,
such research has been stimulated by the fact that the rainforests are
fast disappearing. In a situation where there is still much to discover,
hoth international and national policies for forest protection — and
hence, regulation of the timber trade — have become imperative. At
the same time, awaren,

of the diverse commercial potential of
forests has gone beyond merely focussing on the traditional timber
products, and has encouraged lobbying for alterative forest policies
to isc the availability and p ial utilization of the myriad
available forest resources (de Beer and McDemmott 1989).

Some Official Definitions

As elsewhere, most official statistics and available evidence on the
extent of deforestation in Malaysia are based on a definition of
deforestation that equates it with land-use conversion, i.c. a narrower
definition. Different definitions result in different figures for the ex-
tent of forest cover in Malaysia. For example, while one might doubt
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the claim in the Information Malaysia annual that “about four-fifths of
Malaysia are covered by tropical rainforest” (Karim 1988: 1), the claim
that Malaysia’s forest cover is in the region of 72 per cent is less
contentious.” The definition here has been revealed by the Ministry
of Finance's Economic Report, 1995/ 1996: *Currently, out of a total land
area of 32.9 million ha, as much as 23.4 million ha, or approximately
711 per cent, is under forest cover or tree cover”

Of the area under forest or tree cover, 19 million ha comprise
natural forest and forest plantation, and the remaining 4.4 million ha
comprise plantation tree crops. OF the area under forest cover, 8.64
million ha (45.7 per cent) arc in Sarawak, 6 million ha (31.8 per cent)
in Peninsular Malaysia while the remaining 4.2 million ha (22.5 per
cent) are in Sabah™ (Malaysia 1996: 87). The more specific figures on
forest cover (discounting tree crops and the like) produced by the
Forest Department and the Agriculture Department (the two Malay-
sian departments most involved with forest and land use) are at
variance with figures in other official studies such as those conducted
by the World Bank. For instance, both Tables 2.3 and 2.4 offer figures
for the extent of forest cover in the same year, 1991, despite their
obvious differences.
rly, definitive measures of the extent of forest cover are elusive,
as part of the variance stems from differences in the definitions used.

iven within the Forest Department, there are two definitions of
forests: resource and legal. The resource definition is based on forest
inventory surveys, of the type reported in chapter three for Peninsular
Malaysia, which refers to four such surveys done in the last 40 years.
These also define forest types as dipterocarp, swamp, and mangrove.
For all of Malaysia, the dipterocarp types number the most, covering
17.38 million ha, while swamp forests cover 2.12 million ha, and
mangrove forests cover 0.6 million ha. On the other hand, Table 2.4
follows the legal definition of the Forest Department, based on the
legal gazetting of forest areas. The classification or breakdown into
categories in Table 2.4 follows federal government legislation (dis-
cussed later) and comprises:

* Permanent Forest Estate (PFE) (sub-classes: production or pro-
tective forests),

* National Parks and Wildlife Reserves, and

* Statcland Forests.
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Table 2.3 Malaysia: Status of Forests, 1991 (million ha)
Peninsula ~ Sabah  Sarawak  Total
Total Land Arca 132 7.4 123 329
Forest Area 5.5 42 88 18.5
Forest/Total Land Area (%) 42 57 71 56
Permanent Forest 4.47 335 4.64 1273

Estate (PFE)

— Productive 248 3.00 4.15 9.99
— Protection 1.90 0.35 0.49 274
Park/Wildlife Sanctuaries® 0.74 0.39 0.26 1.39
State Land Forest 0.2 0.6 39 4.7

Note: * Includes wildlife reserve areas in Sabah of 140,000 ha and
in Peninsular Malaysia of 190,000 ha, which are also counted
as PFE, and must therefore not be doublé-counted when

computing total forest arca.
Source: World Bank 1991.

Table 2.4 Malaysia: Extent of Forest Reserves, 1991 (million ha)

Peninsuls  Sabah  Sarawak  Total

Total Forest Arca 611 4.44 870 19.25
Total Land Area 1316 737 1233 3286
PFE/Total Land Area (%) 360 459 36.3 282
Permanent Forest Estate (PFE) 4.75 335 450 1260
— Productive 285 3.00 3.80 9.65
~ Protective 190 035 070 295
National Parks 064 025 029 118
State Land Forest 072 084 391 5.47

Source: Salleh and Lim 1994.
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's total land arca is

Slightly more than a quarter of Malaysi
categorized as being under Permanent Forest Estates (PF]
Peninsula, about 77 per cent of the total forest area is classified as such;
in Sabah, the ratio is 75 per cent, while in Sarawak, it is only 52 per
cent. The above . ions are diff iated 2 g to the extent
of protection accorded by law and the likelihood of timber production
(with national parks and wildlife reserves having the greatest protec-
tion, and state land forests the least). Such differences involve different
dynamics in the various regions, besides posing varied policy challenges.

Forestry Policy and Institutions

As with land and other natural resources besides petroleum, forestry
is under the junisdiction of state governments. Thus, the main policies
and institutions are reflective of state government attitudes. As will
be seen in later chapters, forest management policies have had different
impacts in Peninsular Malaysia, Sabah and Sarawak prior to and since
integration into the Federation of Malaysia in 1963

However, there is some mom for the federal govemment to dircely
influence such policies, notably through fiscal policy. There have been
4 number of initiatives to define and implement federal forestry
policy. Federal forestry policy and related institutional initiatives did
not really develop until the 1970s. Tn 1971, the federal government
set up the National Forestry Council (NFC) to serve as a forum for
discussing and co-ordinating forestry policics in the peninsula. The
NFC comprises the chief ministers of all states in the peninsula as
well as the relevant federal ministers. Significantly, Sabah and Sarawak
chose not to join as full N

- members, maintaining observer status

 as such, they have been less committed to follow policies sct
by the NI

Towards the end of the decade, concem over the extent of log-
ging and the unsustainability of such practices resulted in the NFC
issuing the National Forestry Policy (NFP) in 1978. The NFP was
subsequently translated into federal legislation in the form of the
National Forestry Act, 1984. This Act only applics to Peninsular
Malaysia, although Sabah and Sarawak have paid lip service to the
ponciples it espouses (World Bank 1991: 20). Indeed, the policy does
express several exemplary ideals. For instance, it expresses concern
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over the envi | effects of d ion, and proy ini-
tiatives for the protection of watersheds and areas sub|ccl to soil
crosion, flooding or other natural elements.

Concerns over long-term sustainability were also explicitly ex-
pressed. The need to set aside areas for amenities, education, research,
conservation and protection of ecosystems has also been noted.
Additionally, principles of sound forestry management were to be
applied, with stress on the need for efficiency in the production and
utilization of forest resources. Concern over the socio-economic
benefits of forest resource use was also given prominence. Some
salient features of the NFP have included:

Establishment of PFE:

Ensuring the security of forest estates against destruction;
Practising sound forest management;

Encouraging multiple uses of forests;
Promoung efficient, integrated timber |ndmmc:,

Employing scientific | haol

ples and approg tec
Upgrading forestry rnsm:ch, cducation and training;

Promoting sound development of forest trade and commerce;
and

Promoting public awareness of forestry issues.

It may be argued that the objectives of the NFP were geared to
the c ial ual of forestry Thus, it blished
the concept of the PFE to ensure that sufficient forest areas are
available for umber production, while maintaining protected zones
(for example, to safeguard water supply). Forest management systems
have been devised and adapted 1o achieve the objectives of the NFP.
These have included incorporating the Malayan Uniform System
(MUS) and the Selective Management System (SMS) for lowland and
hill forests respectively.

Developments in 1994 reflected two contradictory strands in
forestry policy. First, the Forestry Act was amended to provide for
greater enforcement powers against illegal loggers and others
who contravene the law. Yet, in November of that year, the federal
minister responsible for forests, the Minister of Primary Industries,
indicated that he would like to sce State Forestry Development
Corporations (SFDCs) functioning like State Economic Development

Parpustusaun Ves
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Corporations in order to bring about forestry development through
greater commercializaton of the resource.

Apart from the NFA of 1984, the government has passed a
number of other Acts that directly affect deforestation and land
clearing. Some legislation has been enacted specifically to protect
particular designated areas, and to put into place a system of national
parks, wildlife reserves and sanctuaries, and virgin jungle reserves
(VIRs). Thus, under the National Parks Act 1980, national parks could
be created with the consent of the federal and state government
under the Protection of Wildlife Act 1972, wildlife and bird sanctuaries
could be created. These two categories form what is sometimes
totally protected areas.”
hows the extent of such “totally protected areas” in the
three regions. In addition to these protected areas, a study by the
Malaysian Economic Planning Unit (EPU), together with the World
Wide Fund for Nature (WWF) Malaysia, has compiled - on a state
by state basis — data on actual forested areas, the status, type and

referred to as

able 2.

character of these areas, their approximate co-ordinates (location and
sdes (EPU 1993). This is very
useful for the consideration of forested areas to be given protection.

Orher legislation, including the Land Conservation Act 1960 and the
Emaronmental Quality Act 1974, aims to provide some environmental
protection. The Land Conservation Act secks to control soil erosion
duc to the dev of highlands. The Envi | Quality Act
has a number of clauses relating to the best type of environmental

topography) and significant characte:

Table 2.5 Malaysia: Totally Protected Areas, 1988, 1995 (million ha)

1988 1995
National — Wildlife - National Waldisfe >

Total Total
Regon Purk  Samwaries " Pak  Sunctuarics
Peninsula 0.43 0.31 0.74 0.43 0.31 0.74
Sabah 0.25 022 047 0.25 013 0.38
Sarawak 0.08 018 0.26 0.70 0.30 1.00
Total 076 0.71 147 1.38 0.74 212

Sources: Malaysia, Ministry of Pamary Industrics; Thang 1996, Table 3, p. 40,
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practices and management, while the Forestry Department in the
peninsula has also developed specific regulatory guidelines for road
construction, logging, and soil erosion control near rivers.

The three major agencies under the Ministry of Primary Industrics
dealing dircctly with forests are the Department of Forestry, the
Forest Research Institute Malaysia (FRIM), and the Malaysian Timber
Industry Board (MTIB). The Department of Forestry is concerned
with the upstream end of the industry, that is, with the production
of timber within parameters set by the NFC. This includes monitor-
ing logging operations and enforcement of legislation. FRIM is
concerned with R&D, as well as information gathering and dis-
semination about the forest sector. As its name suggests, MTIC is
more concerned with the downstream end of the industry, being
partly responsible for promoting Malaysian timber products, both
domestically and intemationally.

At the state level, forest departments answer to both federal and
state governments on different matters. The federal government is
concerned with management of the resource, while the state gov-

are ed with

perations and ¢ as well as
revenue or royalty collection. Despite clear state prerogatives over
forestry and land, the influence of the federal government should
not be underestimated. For instance, while the state governments
may approve logging concessions, the federal government’s Customs
Department oversees the export of logs and other timber products.

The overall tax and revenue structure generally favours the federal
government over the state governments, giving greater fiscal muscle
to the federal government, and leaving both state and local govern-
ments with land and municipal taxes, and certain other royalties. Major
revenue items, such as income and sales taxes, accrue to the federal
government, along with road taxes as well as import and export
taxes. Hence, while the state govemments colleet some royalties from
timber concessionaires in the (upstream) logging industry, the federal
government collects timber export duties and income taxes from
timber firms which extract and process logs.

In Sabah and Sarawak, the respective state governments have
parallel institutions, laws and policies that deal with the management,
conservation, protection and use of forestry resources. In Sabah’s case,
responsibility for implementing forestry policies is divided among

A erlaysia
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different institutions, such as the Sabah Forest Development Authority
(SAFODA), Sabah Rural Development Authority and the Chicf
Minister's Office (Gillis 1988: 127). In Sarawak, the Forestry Depart-
ment has sole responsibility, which the Chief Minister has usually
cen by appointing himself Forestry Minister.

In both Peninsular Malaysia and Sarawak, the forest area declined
by almost 50 per cent berween 1971 and 1989, In Sabah's case, the
area still un-logged in 1989 was less than 20 per cent of that available
in 1971, indicating that Sabah had logged out most of its forests in
the interim. The International Tropical Timber Onganizaton (ITTO)
Mission Report on Sarawak (ITTQ 1990) reckoned that ar the current
rates of logging, the Sarawak forest would be logged out in about 11
years. Although there has since been some reduction in logging rates,
mainly due to the diminished availability of and reduced physical
of the ITTO Report

access to umber resources, the recommendatios

were not properly implemented.

The 1991 World Bank report on Mal ysia's forestry sub-sector
endorsed these pessimistic projections for the future of the forest, as
can be seen in Table 2.6. Thus, without immediate and e

cctive
remedial action, the pillage of the Malaysian forests, primarily for
export to Japan, will grind to a near-halt in the first decade of this
century when there will be little forest left to harvest. This has been
the expericnce of some Southeast Asian neighbours. The Philippines
and Thailand have already been virtually logged out, with Indonesia
rapidly moving in the same dircction,

The circumstances and means for capturing timber resource rents
are generally shady, even if not illegal, encouraging renticrs to keep
their methods and incomes beyond public scrutiny. Firms that export
logs are widely believed to has

ve stashed some, if not most, of the
camings abmad. This has drained away valuable resource rents, limit-
ing potenual capital ac 1 B bust timber price business
cycles have also adversely affected resource rents captured, as output

often increased in response to price drops. In the peninsula, there
1s some evidence of resource rents being converted to “man-made”
capital (WWFM 1993) as the | la became less dependent on
resource rents from the 1970s.

Vincent (1993) has argued that Malaysia as a whole has been cashing
in on its natural resource assets. However, the situation is different in
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Table 2.6 Malaysia: Detailed Status of Forests, 1991 (million ha)

Peninsula  Sababh  Sarawak Total

Land area 132 7.4 123 329
Forest area 42 8.8 185
Forest/Total Land Arca (%) 57 K2 56
Park/Wildlife Sanctuaries* 039 0.26 1.39
State Land Forest arcas 0.6 3.9 47
— Virgin 0.0 1.6 16
~ Logged 06 23 31
Permanent Forest Estate (PFE) 335 4.64 1273
— Protection forest area 035 0.49 274
~ Productive PFE arca 3.00 4.15 9.99
Viegin 05 25 34
Logged 25 1.7 6.6
Total Logged Forest Arca 31 3.6 9.8
Tortal Virgin Loggable 0.5 35 44
Forest Area
Present Annual Harvest Area 0.15 0.15 0.40 0.70
Remaining Years of 3 3 9 6

Vingin Logging

Note: * Includes wildlife reserve areas in Sabah of 140,000 ha and in
Peninsular Malaysia of 190,000 ha, which are also counted as
PFE and must be deducted when computing total forest area to
avoid double counting.

Source:  World Bank 1991,

Sabah and Sarawak. In Sabah’s case, if the proportion of GDP
accounted for by timber and petroleum resource rents is deducted,
there would actually be little cconomic growth since the 1970s. In
Sarawak’s case, if resource rents were deducted from GDP, growth
would still be positive, but far more modest than recorded.

The ptation for state gov leaders to exploit their
natural assets, both for official revenue and private gain, has been
strong. In addition, there is likely to be pressure to increase timber
export revenues in times of crisis, as during the recession of the
mid-1980s. These two factors have been contributing to Malaysian
deforestation. What is certain is that none of the three regions have
been practicing sustainable forestry. Besides clearance of forest areas

Perpustnkaan Negird
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for agriculture and other land-use purposes, logging has had serious
consequences for forest degradation, which, as noted earlier, we
consider to be part of the problem of deforestation.

ECOLOGICAL IMPACT OF DEFORESTATION

Various studics have documented the impact of logging on the forest
envimnment.® While logging does less damage to the forest ecosystem
than wholesale forest conversion, the actual damage depends on
logging practices and local ecological conditions. In most natural
forests, logging operations usually cannot avoid causing extensive
destruction. For example, Burgess (1971) estimated that logging
operations that remove 10 per cent of tmber stands would destroy
another 55 per cent of other stands, leaving only 35 per cent un-
damaged. In hill forests, overall damage can be as high as 70 per cent
of the forest area (Burgess 1973).

Damage from opening up access to forested areas is also well
documented. Aitken ef al (1982) quoted the FAO (1973) study on
damage caused by log transport, estimating that logging roads could
take up between 8.7 to 9.9 kilometres (km) per square km of logged
areas, in difficult terrain, and up to 13 km in easy terrain. This would
mean between 3.5 and 5.2 per cent of complete forest devastation
stmply for roads in logging areas. Other impacts that have been noted
include soil erosion, landslips, silting, and degradation of water quality,
and on the hydrological balance that the forest ccosystem provides.

Another concern is the disturbance to fauna, which may disturb
human scrdlements ncarby. Joseph (1991) has reviewed deteriorating
water quality and hydrological balance in detail. Deforestation, which
includes de-stumping, could cause erosion rates as high as 1,970 to
2.500 tons per ha, while non de-stumped areas may lose 50 to 120
tons per ha (Joseph 1991: 216). The run-off rates of forests may only
be about half of those of the latter plantations (Joscph 1991, quoting
Danicl and Kulasingam 1964).

Some long-term implications of logging for natural forests have
been discussed by Aitken ef a/ (1982), among others. Natural re-
generation of the tropical rainforest is exceedingly slow, with full
recovery requining about 50 years (Kochumen 1966, quoted by Aitken
et al 1982), maybe even up to 80 years (Aitken e al 1982), depending

|
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on physical and ecological conditions as well as species types. Such
regeneration does not, of course, imply that all previously existing
flora and fauna will be regencrated, let alone replicated; hence, the

implications of logging for future biodiversity arc uncertain.

Sustainability

Forest degradation due to exploitation of timber has led to
very pessimistic forecasts about the future of Malaysian forests. Yet,
while this degradation has been happening, the NFC as well as state
and federal forest officials have been issuing various pronouncements
claiming to practice sustainable forestry. Indeed, as such claims to
“sustainability” have become more fashionable, it is worthwhile to
quickly review the prosp for the inability, or inabili
of both forestry and agriculture in Malaysia as well as some related
policy issues. There are vibrant debates about cecological, economic and
social inability involving issucs of definitions and appropriate policy.
The approach “of the Malaysian NFC to forestry is instructive. On
the one hand, the NFC refers to the multi-functional roles of forests:
that forests supply timber and non-timber products, play an important
role in hydrology, support communities and possess both recreational
and research potential. On the other hand, the NPC discusses the
“ bility” of forestry , defined solely in terms of the
ability to ensure a continued supply of timber wood.

The Malaysian authorities have put in place a system of PFEs to
serve such a protective role, but as we have seen and will sec in the
following chapters, that “protective” role has all too often been un-
dermined by the “productive” role PFEs play. Recent initiatives have
stressed the need to develop forest plantations to ensure “sustainable”
timber harvests, at the expense of ecological, social or human criteria
for determining sustainability.”

This ambiguity of the definitions and claims of sustainability has
different implicadons for policy. To stress the productive capacity and
sustainability of forests in terms of timber output, as has been done
in official pronouncements in Malaysia, implics a definition of

inability of bl such as forests or fisherics, in
terms of the continued physical availability of the resource for com-
mercial exploitation. In the case of forests, it usually requires that the

Perpustakann [Negird
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rate of umber harvesting does not exceed the rate of timber re-
generadon. If umber is harvested at a rate slower than, or equal to,
us regeneration, then the umber supply can be maintained and foresery
practices are deemed “sustainable”, This kind of angument would not
be accepable to those who take more holistic approaches to forests,
beyond the relatonship between the rate of timber growth and the
rate of timber cut.!”

It has been argued that swidden agriculture represeats a “sustain-
able” approach to land usc, relying as it does on natural regencration,
nutrients from the forest bio-mass (through buming existing veg-
ctaton) and rotaton of farmland, which minimizes soil erosion and

cological degrad: while output within the context of
4 land-use cycle. Advocates of “modem” agriculture reject this
defininon of sustanability invoked in defence of swidden agriculture
(e.g- Joseph 1991). Instead, they take a different approach, aiming to
output from i ble land use at any one
ume, which it carries out by continuous applicanon of “inputs” such
as chemicals, ferulizers, machinery and technological developments.
Dfferent impacts on land have been obvious, even from the colonial
days. Autken ef al (1982: 109), for example, suggest that many carly
European planters wmought havoc on the land because of their poor
understanding of the humid tropical ecology and their attempts to
adapt European farming techniques. Morrison also describes how
pepper culuvanon in Sarawak resulted in rapid soil erosion due to the
practices of immugrant farmers.

Just as some have argued that foresery sustainability should be
defined in temms of connnued umber supply, agnicultural sustanability
has been similarly defined in terms of continued successful produc-
ton of a crop over ame. Hence, for example, rubber estates that can
maintn or cven increase yields after replanung exemplify such
sustunability. From this perspective, the nising rubber yields in Malay-
sia over the last century demonstrate sustainability. Likewise, Vincent
and Hadi (1991) note that both rubber and oil palm plantations have
mncreased yields over the long term. They argue that retums to capital
have been moderate to high, while wages of plantation workers have
nsen enough for them to cam a reasonable standard of living, Thus,
1t 1s argued that the expansion of tree crops has involved greater
financial benefits over costs for planters. From this perspecuve, in-




Agriculture and the Forests 55

creased productivity has enabled the plantation sector to sustain itself
over many decades.!!
A varicty of factors for such imp diff in the
d ding of inability. There is i ing acknowled
that if environmental impacts and costs (“cx:cmalmcs") - such as
those relating to soil conservation, watershed protection and bio-
diversity conservation — are also taken into account, then the usual
estimates of net cconomic gains from commercial agriculture or
forestry are likely to be overstated.'2

CONCLUSION

This chapter has advanced the discussion of agriculture and forestry
i ia. It has focused particularly on federal institutions and
policies with regard to agriculture and forestry. Public policy planning
and implementation in these arcas in Malaysia operate at two levels
(federal and state) because land is, constitutionally, a state matter. Hence,
several, often conflicting, parameters affect the making and implemen-
tation of policy, some of which have been mentioned in this chapter
and will be further elaborated in the regional chapters that follow.
Political considerations may determine access to land for some at
the expense of others. State-level dynamics also affects the actual
extent and rate of logging. Similarly, environmental and other con-
siderations — which may have influenced policy at the federal or
national level — may be ignored at the local or state level, or vice
versa. Certain land decisions may dcpnvc major sections of the
population, while “develop " may favour particular
agricultural crops or systems or certain interest groups over others.
This chapter has thus introduced the policy context with respect
to forestry and agriculture. The ways in which policies have been
implemented impact on the environment generally, and on forest
dependent communities, land tenure, rural living standards and the
local as well as national economy. Issucs of sustainability also require
the consideration of differing agricultural practices, including the dif-
ferent anguments for and against swidden agriculture as well as other
options for ¢ ic devel The following chapters will look
in more specific detail at sumc ramifications of these questions in each
of the three regions considered.

Perpustukain N
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With regard to the p between and
deforestation, important issues arising from this chz\p(cr include the
ways in which much deforestation has resulted from agricultural
expansion as well as from ostensible rural development and poverty
alleviation efforts, particularly in Peninsular Malaysia. The extent and
varying q of such prog; will be idered for cach
region. The role of logging in deforestation became more significant
after lndcpcndcncc albeit at different rates and at different times in
Peninsular Mala Sabah and Sarawak. The influence of federal-state
relations in shaping deforestation, the role of political patronage and
! i of policy impl ion in cach region have also
been emphasized. Land legislation, land-use and forestland categories
as well as definitions of ownership have also been relevant,

Pressure on forests has also been a consequence of differences in
the role and nature of the primary sectors in the regional cconomies.
Lack of diversification in general, but especially within the agricultural
sector, has caused Sabah and Sarawak to rely more on the exploitation

other

of their timber resources. Unfortunately, public policy has been tem-
pered by private greed: the low resource rent capture described by the
World Bank (1991) reflects the limited extent to which logging has
been the subject of enlightened public policy at the state level, despite
federal policy influence. For agriculture, however, there has been
greater consensus about approach and emphasis. Increased openness
of the economy, as well as dependence on primary it
export, further integrated Malaysia into the global system.

for

Notes

1. Orang Ash and Orang Ul are Malay terms. Orang Asii translates as “original

people” and Orang Ulu as “people living in the interior”

Sarawak: Department of Agriculture 1991,

Annual Bulletin of Statistics, Sabab, 1991,

. At the statc level, there are also important financial institutions, includ-
ing the Sabah Credit Corporation and the Sarawak Development Finance
Corporation.

or instance, petroleum prices fell from RM520/tonne in 1985 to

RM287/tonne in 1986; tin prices fell from RM28,711/ronne in 1985 to

RM16,086/tonnc in 1986; rubber prices fell from RM230.8/kg in 1984

to RM191.8/kg in 1985,

&
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6. A typical investment for a 250-ha marine pond culture was estimated at
around RM78 million (Department of Fisheries, 1985).

7. The Ministry of Primary Industrics has made such claims, for instance,

in their booklet Fact Sheets on Forestry and Enrironment (May 1992). An

advertisement of by the Malaysian Timber Development Council,

which ran in several i ional paf and i made a

similar claim.

SINULOG (1993) has an annotated bibliography on Malaysia which lists

several research works on the issue. Aitken ez a/ (1982), Tho (1990), Lim

MT. (1991) and Douglas ¢f a/ (1992) can also be consulted.

There is also a debate about re-growth within the natural forest. For

example, Appanah and Weinland (1993: 14-22 especially) provide a

historical sketch of what they call the “great debate” between those

foresters who favour artificial regeneration and those who favour natural
regeneration.

. It should be noted that in terms of productive management, the two
systems of management mentioned earlicr — the Sclective Management
System (SMS) and its predecessor, the Malayan Uniform System (MUS)
— also varied in practice in Peninsular Malaysia and in the East Malay-
sian states. Mohd Shahwahid (1993) gives a good description of these.
The fact that there has not been more than one cycle (25 to 30 years)
so far makes it difficult to assess whether they even fulfil their own
definitions of “sustainability”". However, the terms and conditions of
concessions are critical, while pressure from sawmills and other timber
processors may have increased pressure on timber suppliers, to the
detriment of management system objectives,

- New technology and management methods are, of course, significant

in modern agricultural practice. A good discussion of these influences

for other crops can be found in Pushparajah (1988a), Lim Kuan Huan

(1989) for oil palm, and Pushparajah (1988b) as well as Pushparajah and

Amin (1977) for rubber.

In a strict sense, it could be argued that there is no environmental

inability in modern 1 a point made by the late Solon

Barraclough on an earlicr draft of this chapter.

>
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Peninsular Malaysia

Peninsular Malaysia, known as Malaya until 1963, is made up of 11
states, namely Johor, Kedah, Kelantan, Malacca, Negri Sembilan,
Pahang, Perak, Perlis, Penang, Sclangor and Terengganu. A moun-
tainous spine, known as the Main Range, runs from the Thai border
in the north down to Negri Sembilan in the south, extending as far
as the boundary of Malacca. This mountain range has formed a si

nificant divide berween the west and east coast regions. It is also the
biggest of seven or cight distinct ranges, which cover a considerable
part of Kelantan, Terengganu, Pahang, Kedah and Perak. To the
south are the mainly flat, poorly drained lowlands of Johor, and on
the sides of the mountain ranges leading to the sea are alluvial plains
of varying widths.

Most states consist of niver basins and take their names from these
avers. These nvers form clab ks that i d the major
means of communication and transport 1n carlier days. The rivers have
brought sediment to the coastal plains on both sides of the peninsula,
resulting in the build-up of lowland fringes around the coastal regions,
which have been extended by the advance of mangrove swamps on

the more sheltered westem coast.
The exposure of the East Coast to the Northeast monsoons

coming from across the South China Sea contrasts with the relative
calm of the Malacca Straits. Consequently, shipping routes have
favoured the more protected ports of the West Coast. As a whole,
the peninsula forms an obstacle to sea-bome traffic between India and
China, and an “almost complete link between the continental main-
land and the sslands of Indonesia™ (Fisher 1964: 589). This condition
has resulted in a nich history due to this unique trading position of
the peninsula and the desires of those who have sought to control
the land and the adjacent scas.
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The peninsula has few obvious geo-physical advantages. “To what-
ever else its great wealth is due, it certainly cannot be attributed to
any intrinsic physical ad ges, for such are pi by their
absence. Structurally, the Malay peninsula, unlike Java or Sumatra, is
made up entirely of a portion of Sunda-land, the old stable core of
South-cast Asia, and this fact, combined with the rapidity of sub-acrial
crosion in these equatorial latitudes, explains both the maturity of its
relicf and the prevailing poverty of its soils” (Fisher 1964: 583).

The main differences in vegetation have been between the fresh-
water swamp vegetation of the more waterlogged lowlands and the
dense evergreen equatorial forest which covers so much else of the
peninsula and has physically hampered easy human movement within
the peninsula. Indeed, for vegetation and agricul altitude and
drainage are more important than climatic variations. Although much
of the soil shows evidence of laterization and suffers from poor
acration, the best alluvials are to be found in the Kedah plain and the
Kelantan delta. These northern areas also have a slight climatic ad-
vantage for rice growing, with their more distinct monsoon scasonal
vanation. N heless, there is paddy ¢ as far south as Johor.
Newer areas for large-scale rice cultivation are also to be found in
Perak, Sclangor and Kelantan. Most of the lager rubber and oil palm
estates are located on the West Coast of the peninsula, as are the
nation’s main tin deposits. Pre-colonial historical evidence suggests that
outside the rice plains of the north, in which powerful central authori-
ties built and controlled irrigation systems for sedentary wet rice
cultivation, agriculture in the peninsula mainly involved shifting cultiva-
tion. Swidden agriculture was quite suited to the foothills of much
of the interior as well as the relatively low population densities in most
areas of the peninsula at that time. Although rice cultivation on the
Kelantan plain was more ad ed than anywhere else in the p 1
in the pre-colonial period, in general, the East Coast of the peninsula
has been less developed agriculturally since the colonial period.

Colonial expansion from British coastal and island trading centres
from the last quarter of the 19th century profoundly changed the
peninsular hinterland. This expansion radically 1 agricultural
demography, tenurial relations and the social relations of agriculture
and land use. This chapter will discuss these transformations, assessing
the nature of land use changes, especially those involving deforestation.
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It will examine the transformation of the Malay peasantry under
colonialism, and will consider the nature of state intervention — includ-
ing agricultural development initiatives — under both colonial and post-
colonial authoritics. It will become clear that until the post-colonial
increase in commercial logging, most deforestation in Peninsular
Malaysia was connected with land clearance for alternative uses,

particularly agricultural expansion and, to a lesser extent, mining and
human settdement.

AGRICULTURAL EXPANSION
Pre-Colonial Malay Agricultural Settiement

Much of pre-colonial Malay society was omganised primarily around
agranan producton. Two main kinds of cultivation were practiced.
Shifting cultivation (huma or ladang involved periodic forest clearing
for one or a few seasons of cultivation, after which the land would
be left to revert to secondary forest. In most areas of the peninsula
right up to the 1860s, hill or dry rice cultivation was more important
than wet rice cultivation (Zahara Mahmud 1969, 1970). In fact, prior
to the 15th century, it is possible that only hill rice was cultivated
(Lim Teck Ghee 1976: 42). Since dry rice was not suited to sedentary
cultivation agriculture, and because the political and cconomic
conditions of pre-colonial times were not especially conducive to
sedentary agriculture, shifting cultivation persisted, even after sedentary

agricultural techniques became known.

Sedentary agriculture, on the other hand, mainly centred on wet
rice cultivation (sawab or bendang. Much of the lengthy history of
permanent peasant settlement — in the Kedah and Kelantan rice plains,
for example based on sawah cultivation (Zahara Mahmud 1970).
Conscquently, it is in such areas of long-standing permanent culti-
vation that the pressures of population growth have been most acutely
felt (Kessler 1974). Wet rice cultivation was apparently introduced
from Siam and first took root in the northern negeri (or countries,
referred to as “states” since colonial times), which had long been under
Siamese rule and are endowed with extensive flat river plains suitable
for such lture. Malay agricultural practices were technologically
well adapted to the environment and quite efficient in relation to
ccological circumstances. However, the expropriation of the peasant
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surplus by the ruling class in pre-colonial Malay society discouraged
increased output by peasants, except where the ruling class specifically
promoted such production to subject it to more systematic expro-
priation, as in Kedah.

The basic izational unit of ltural production tended to
be the family, although in practice, !hls cauld mean many different
ar Some co-operative activities of both the regular and

irregular kind were often omanized on a wider, sometimes village
(kampung-wide basis, and for specific purposes, especially communal
tasks. Land clearance and infrastructure cunsrrucunn, for
tended to be ized lving corvee
labour (kerab) demanded by the ruling class. Village ties, often
ov cr|1pp|n}, with kinship relationships, were thus strengthened by
c ion and by shared responsibility for various activi-
ties including production. Social differentiation within pre-colonial
Malay village society did not usually amount to class relations. Rather,
village unity was perceived as the norm, supported by shared interests
and a common lot, particularly since the ruling class were not in
residence in most ordinary villages.
The waterwa

stance,

— both riverine and maritime — and various land
routes through the dense equatonial forest served as the primary means
of inter-village communication and transport in pre-colonial times. As
noted earlier, several Malay negeri tended to correspond geographically
to river basins. Ease of travel and communications provided by the
course of a river and its tributaries also facilitated the assertion of
political control backed by military power. Therefore, the ruler of the
Malay #egeri - holding the title of sultan in Islamic times — usually
chose to site himself and his entourage strategically, often near the
river mouth or at an important river confluence (£xald). Subject to
the sultan, at least nominally, were territorial chicfs. Formal political
hicrarchies varied in the various Malay negeri while local chiefs were to
be found at the village level (Husin Ali 1975).

In the riverine negeri, especially where shifting cultivation was the
nomm, the ruling class typically obtained its surplus by taxing riverine
commerce. This usually involved chicfs positioning themselves at stra-
tegic points on a river’s course, thus strengthening the decentralization
of the state structure in such segeri. In these circumstances, the titular
head of state, the sultan, was in less of a position to exercise effective
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authonty. Thus, poical and economic power by the ruling class was
not necessanly concentrated in the hands of the sultan, and would
thus be shared, espeaally among those with direct access to sources
O CCONVRLC Surpius,

Evidence on pre-colonmi Malay sociery suggests that it is possible

to idenuly the existence ot several tvpes of economic relations in
&

vafous L 1 tvpes of p
relations co-custed i sumiar rechnological conditons. Ir is also true,
however, that some major ditf in the social rel of

producuon were associaed with different technological conditions. For
msuCE, sucietes biased on sedentary culttvanon differed from those
based on shuring culovagon.
I'he variety ot resource use arrangements 1n the manv diverse
bongud Urang s n P Malaysia, of varving
sizey, ot be surveyed here (see Nicholas 1999). While some larger
wununumtes have become wvoived in sedenry or shifing agncuiture,
Ay KLU Moe umate reatons with the torest and IS resources.
Most have rather weah — e, ambiguous or ditficuit to enforce —
Proprictury ngits, especiadly the torest dwetlers and swidden tamers.

Colonial Rule, Land Use and Tenurial Relations

Cofonial Rice Land Policy

The impact ot colonual rule on land use and tenunai relanons was
nuthung short ut protound as cowmal interests and poiicies regarding

neudtural practces, tod production and crop \.ﬂUI\.C were guite
ditterent rom ther indig pre-cotonnl prec i tus can be

auted, for exampie, i dittenng atatudes w nce producton. The
LIOWL 0L capitalist enterposes uider colomalism ded w a rapd
merease in the pop and 4 ¢ growtn in
fce consumpuon, Chinese-owied aumng ‘m:tpxm Usuully employed
Chinese imnugriats, winle Baush caputad and the colonal admms-
oty ured sbourers om lodie Perua and Selangur, winch
togethier pruduced Vi per cent ot un exports trom Makaya w1891,
Witnessed 4 pupuidnon mcrease rom about 200 0 15"‘4 w 295,840
ur (991 (Goldmun 1975 233), an werewse ot dmost 224,000 1 17
veuss. The drunuue commesponding nse o nce consunpoon was agely
met by mncreasing unputs of cheap nce o Sum and Bums, wiuch
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was also a British colony. By 1890, rice imports constituted at least 35
per cent of total imports, equivalent to 31 per cent of export receipts
(Goldman 1974: 14). To minimize the loss of foreign exchange from
importing rice fnr the labour force, and to curh the dnﬁ of peasants
into cash peting with British. \{

pl lhe colonial ad: sought to rice pro-
duction among the predominantly Malay peasantry by imposing crop
culavation conditions on their land. This rationale, plus food security
and political considerations, continues 1o be the basis of contemporary
rice policy in Peninsular Malaysia.

Other aspects of the growth of capitalist enterprise in Malaya also
atfected the rice- gmwmg peasantry. The tin rush, and, later, the rubber
hoom land acq mainly involving virgin
(forest) land, bur zlsn existing cultivated land. This was probably
most signifi for land p lv under shifting cultivation, as fallow
land (temporarily not undLr culnv:mon) was alienated to the fast

mining and | pri Where | ive tin
dcpmm were found or cxpcc(c¢ and when land speculaton was
greatest during the rubber boom, even land already under wet rice
cultivation was sold to mining and pl ion interests. The di
of water supplies and the water pollution caused by mining effluents
sometimes damaged rice crops. To force peasants to give up shifting
cultivation was therefore advantageous to the colonial government,
and an added reason for the promotion of settled peasant rice
production. Wet rice cul would mean p ly settled
peasant farmers, who would offer minimal resistance to plantaton
land expansion.

Yet, the p Ty was not 1l i Fi d by the
poor response of local Malays to efforts rmm the last quarter of the
19th century to promote nce production amongst them, the colonial

d began to gricultural setders,!
especially from other parts of the archipelago, who were believed to
be favourably predisposed to tropical agriculture. The conditions under
British rule were rel Iy pecially the liberal diti

tor land acquisition and low rates of taxation in the peninsula, com-
parcd to those prevailing in the u:|ghbuunng islands under Dutch

This led to {erable peasant ion and the
designation of lanze areas for rice cultivation.
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However, colonial designs were to be frustrated again. Like the
local peasantry, immigrant settlers also found cash-cropping more
attractive, inadvertently threatening plantation interests (Lim Teck
Ghee 1971: 24). On the other hand, non-Malay immigrants were
generally di d from p ! and rice producti
by the colonial rulers. Wealthier non-Malay immigrants found it more
profitable to engage in other occupations, while poorer ones with some
notable exceptions were generally discouraged from going into peasant
agriculture; instead, they were expected to gain employment in the
rapidly growing capitalist sector.

Thus, although there was an increase in rice-growing areas by the
end of the 19th century, this hardly anticipated the later demand
increase with the rubber boom. By 1920, there were some 250,000
hectares (ha) under rice cultivation (Hill 1977: 174). Almost 83 per
cent of this fce land was to be found in the northem states of Kedah,
Province Wellesley (the mainland part of Penang), Kelantan and Perak,
$0 it would seem most likely that these rice arcas grew at the expense
of swamp as well as lowland dipterocarp forests (for example, in the
Seberang Prai, Muda and Krian areas). This would also imply that
the destruction of hill forests can be mainly ascribed to the expansion
of tree crops — rubber in the first third of the twentieth century, and
oil palm (and cocoa) in the last third — rather than nce.

Colonial Rubber Land Policy

As noted in the first chapter, colonial penetration into Malaya after
the fall of Malacca in 1511 took time. For our purposes, we need to
realize that the major transformations in land use and tenurial relations
only began towards the end of the 19th century. At that point, as
Barlu\u (l‘) 8: 22) has noted, much of mdnv s cultivated areas were
and habited jungle.” The sector then was
estimated to cover no more than ’()(),(J()t) ha comprising mainly of
tapioca, gambier and pepper (Barlow 1978: 23). However, the
introduction of rubber was to change all that. Between 1898 and
1921, planted rubber grew from 800 ha to over 900,000 ha, with the
bulk of the increase between 1908 and 1918 (Barlow 1978: 26).
Subsequently, the expansion slowed down, increasing between
1920 and 1965 from about 1 million ha to 1.8 million ha. Since then,
rubber land first stbilised and then declined, with switches to other

—
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agricultural crops, principally oil palm. In the 20th century, agricultural
expansion started briskly, but later slowed down. Between 1900 and
1930, more than 1.2 million ha of land were approved for agricul-
ture, mainly rubber However, between 1931 and 1956, only 345,600
ha were similarly alienated.

The impact of public policy is obviously crucial to und di
the pattern of agricultural land expansion and its effects on fomsxs
The strong encouragement to open up land for rubber cultivation in
the first two decades of the 20th century clearly had major implica-
tions (Barlow 1978, Drabble 1967). This encouragement reflected the
growing demand for rubber with the growing use of pneumatic tyres
in the expanding aummabnk industry. During the rubber boom,

llhold ponded to the mzrkct as well.2 Th:

P were 1

large, mainly fumign-uwncd, pl
to grow rubber.

Besides their interest in secing a profitable, preferably British-
owned tin mining industry, the colonial authorities were also keen to
develop exy riented capitalist agriculture (J.C. Jackson 1968, Lim
Teck Ghee 1976). The most important crop on European farms in
Malaya in the late 19th century was coffee, but the price of coffee
dropped dramatically in the 1890s. As the demand for rubber con-
tinued to rise with the growth of the pneumatic tyre industry, British
investments in rubber planting were strongly encouraged by the
colonial administration through a number of initiatives,” including:

* Auractive land alienation policies which made choice land available
at nominal rates minimal restrictive conditions;

Availability of government loans at low interest rates;

Negligible taxation in the Federated Malay States (FMS);

Minimal export duties in lhc Straits Scttlements;

Provision of imp ially roads, railways
(charging low freight rates), and harbour fzcﬂ.\ucs and,

* Active and subsidization of | age Tamil labour
immigration (I‘hol)um 1971: 27).
‘The colonial state g ] ilitated British i secking

to ensure and maximize their profitability. These colonial govemment
initiatives had a substantial impact on Malayan land use. For instance,
much land was made casily available for alicnation to European
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interests at “ridiculously cheap™ prices. For cxamplc, the FMS Land
E of 1897 facili i land ali for p agricul-
ture. Actual land alienation was generally initiated b) the prospective
planter, allowing him 1o “sclect the most accessible, well drained and
topographically favourable land for planting purposes” (Voon 1971:
89). At the height of the boom, well-financed plantation interests
expanded more quickly by acquiring already cultivated rubber land
from Malay peasants and other Asian planters.’ The structure of
control in the industry was important, not only for influencing price
levels, but also for the distribution of profits by rubber plantations.
Managed by foreign-owned plantation agencies, most rubber com-
panies were linked through interlocking directorships.”

Besides subsidizing p costs to pl i state infra-
structure provision was an important means of advancing plantation
interests (especially British capital) over peasant interests. Earlier
development of rail transportation and ports had been more in-
fluenced by the needs of the tin industry, while later road development
was strongly influenced by the location of rubber plantations. The
struction of communications infrastructure was also crucial in
determining the location of new rubber estates. Thus, rubber com-

panies sought to locate their pl in accessible p ity to the
emerging road and rail transport networks. Not surprisingly,
Selangor state became the most favoured location for plantation
development. In many cases, land adjoining newly built roads was
reserved for acquisition by plantations on the official pretext that this
was the most rational mode of land resource allocation.

When the exploding supply nu(paccd demand and c1uscd pncm
to collapse, the government responded to v
lobbying to introduce restrictions. For example, the S(c\:nmn Scheme
during 1922-27 and the 1 ional Rubber Regul: A
in 1934-38 prohibited local growers (mainly Malay peasants) from
planting new trees and forcing them to accept lower production
quotas, ostensibly to protect prices at the international level. 3 Malay
rescrvation land legislaton was first introduced in 1913 and extended
in the 19305, usually imposing cultivation conditions to reduce peasant
smallholder rubber production (Drabble 1973, Lim 1971, Bauer 1948,
Barlow 1978). Such public policy made clear whose interests were
being served and protected, as we shall see in more detail.
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As rubber production gained popularity in Malaya, existing small
plantations were soon unable to exploit the new opportunities that
arose. Having developed fitfully over the years, the limited resources
of these concems were not enough to respond rapidly to the new
circumstances; in fact, they were not even sufficient to ride out de-
pressed rubber prices without considerable difficulty. Merchant capital
in the Straits Settlements, in the form of trading agencies which had
prospered from the commerce of the colony, were key to much of
the expansion of the rubber industry in Malaya. New limited liability
joint-stock companies were floated in London by agency houses,
mobilizing considerable funds. Such reonzanization provided access to
the London capital market, which greatly contributed to the rapid
expansion of the Malayan rubber industry in the first decade of the
century (Allen and Donnithome 1954: 112). After 1914, however, the
flotation of new rubber companies declined, and the years from 1914
to 1921 were csscnuzlly a period of financial consolidation as exist-
ing I ly increased their i c.g. rubber

in Sel gor, Negeri Sembilan and Kedah doubled over
this period (Voon 1975: 56.7).

Of course, agency houses were not solely responsible for this
growth, although they played the most outstanding role by far. Some
important groups of estates were formed independently of these
firms. Nor was British capital the sole source of investment; conti-
nental Eurof i as well as rubb ing Western industrial
companics joined the rubber investment boom, although their involve-
ment was less significant. Still, the role of British colonial policy was
evident throughout. For instance, the enthusiasm which American and
Japanese capital i showed in i ing in pl ion rubber in
Malaya led, in 1917, to the Rubber Lands (Restricting) Enactment
(Drabble 1973: 137-8). Under this cnactment, all lots of rubber land
exceeding 50 acres could only be alicnated to British nationals, subjects
of the Malay rulers, corporations registered in the British Empire or
residents in the peninsula of at least seven vears standing.

The rubber market developed a ion for severe
price fluctuations, which alarmed rubber-, gm\nng interests. Keynes
calculated in 1938 that “there has only been onc year in the last ten
in which the high price of rubber exceeded the low by less than 70%”
(quoted in Arudsothy 1968). Comparing price variations for several

Parois
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raw materials between 1921 and 1938, Bauer (1961: 186) showed that
rubber was the most susceptible to fluctuations: average annual price
variation was 47 per cent, while the lowest price as a percentage of
the highest price for the entire period was only 3 per cent. These
ssitudes were invoked in the struggle between capital and labour
over the wage rate, which declined precipitously with price drops, but

tended to rise more slowly in response to rubber price increases.

Impact on Land Tenure

Agricultural expansion of land develop involved the i s

of new land legislation and definitions of ownership, with profound
effects on both land use and peasant social differentiation. Land rights
prior to colonial intervention rested on the condition that the land
was worked. Consequently, there was little accumulation of land for
pury 1 . Since land was not rendered scarce
by this system, most farmers could cultivate as much land as they
needed or were able to work. However, ownership under colonial land
legislation — in all its variations — bore no relationship to the pre-
colonial premises for land tenure.

Two aspects of colonial land policy worked in tandem to funda-
mentally land tenure condi involving the peasantry.
First, the new land laws introduced by the British juridically defined a
new relationship between peasants and the land. Second, colonial land
alienation policy controlled the availability of land for cultivation,
requiring cultivators to farm under conditions specified by the colonial
state. Land policy also affected land prices and the use of land as
callateral for obtaining credit. Under colonial land laws, ownership

s other than sclf-c

involved obtaining legal rights to land properly alicnated by the
authoritics. “The practical goals of the land code were to establish a
favourable climate for outside investment in land, and to bring Malay

llholdings under G control” (Kratoska 1975). As capi-
talist interests and immigrant peasants from neighbouring
attracted by the conditions established under colonial rule — began to
acquire land, the remaining land available for cultivation diminished
in quantity as well as quality. Colonial rule thus fundamentally trans-
formed access to land. Once virtually freely available, subject to the
cultivation dition, land was rendered scarce by a bination of

legal, lemographic and envi ditions, making

slands —
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of cultivable land by purchase i ingly necessary. In

[hc new conditions accnmpnnymg colonial rule, Iand the primary

means of peasant production — was systematically brought under

state or private control, and also transformed into a commodity that

could be lated as a type of i The growing commer-

ial and of the h i this process,
encouraging land jons and i

The imposition of colonial rule meant the beginning of the end
for shifting cultivation, previously practised by most Malays in the
outside the long. ding p Malay agricultura!
scnkmcnts established on irrigated rice plains, especially in northem
Malaya. By rapidly expanding the mining or agricultural land alicnated
to capitalist and settler interests, the land available for shifting
cultivation was significantly diminished. At the same time, new land
laws, based on alien notions of property, meant that land cultivation
without permission from the owners constituted a violation of
property rights. Un-alienated land was considered state property that
could be alienated to private interests. Ironically, the pre-colonial Malay
ruler’s claim to eminent domain over land finally became a reality, but
with uncxpcc!cd significance under calnm:\] rule (David Wong 1975).
Soon, legisl: hibiting shifting cultivation by Malays was enacted
and introduced in bclangnr in 1886, and in Perak a decade later (Lim
Teck Ghee 1976: 67). “no effort (was) spared to secure a sctded
popul of I " (S | 1948: 261). The impact of
colonial rule on shlfnng, cultivation by Malay peasants was, therefore,
a serious threat to their traditional livelihood, with little done to pro-
vide any viable alternative. No infra-structural and financial support
was given to make sedentary agricultural alternatives more attractive.
In addition, environmental conditions were often not conducive to
wet rice cultivation, the crop the colonial government chose for the
peasantry. It was hardly surprising then that the peasantry opted to
grow other crops wherever possible.

The resulting stratification of the Malay y is often said to
reflect not only colonial influences, but pre-colonial relations as well.
Our emphasis on the colonial origins of the contemporary peasant
social structure does not, of course, deny pre-colonial influences.
Indeed, besides colonial land policy to attract (mainly foreign) in-

, land alienation also f: i the pre-colonial ruling class.”
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Without such “co-of ", the I blisk of colonial
hegemony may well have been jeopardised.

“Thus, with growing concentration of land ownership and decreas-
ing access to altenatve land, the peasantry was faced with a new set
of circumstances that increasingly worked to its disadvantage. Unlike
the pre-colonial class structure — in which peasants generally were not
significantly stratified at the village level, though they were sub]cu o
extra-local class domination — after colonial g
became subject to dlﬂrt:nu:mon at the village level as well. As rural
wealth accumulation on the one hand and peasant impoverishment on
the other were i 1 in growing ion of land hip,
peasant relations of production increasingly involved land tenancy,
rather than the spread of wage labour relations.

Concentration of land ownership in a situation where the peasant
family remains the basic unit of production contributed to the spread
of tenancy among peasant cultivators. Tenancy rates are generally
higher in older rice arcas, compared to, say, relatively newer rubber
arcas. The implications of inter-generational sub-division of land have

luded the further of land ownership.!" Such frag-
mentation — duc to growing demographic pressures on socially, racher
than ccologically, limited land res s — has led to further social
stratification and i of impoverished owners

in favour of wealthier ones.'!

Yet, these peasant cannot be ¢
despite evident subordination to circulation capital, esg
capital. They involve new non-capitalist relations of production for
the market, not the direct exploitation of free wage labour by capital
invested in agrarian production. Caught in fund ly new cir-
cumstances created by colonial intervention, the peasantry has survived
as peasants, insofar as they continue to have private (direct) access to
land, the primary means of agricultural production. But the processes
of income and wealth distribution and social stratification have
remained diverse.!

Colonial Intervention to ‘Protect’ Malays

Initiatives'? of the colonial government to “protect”” the Malays have
had a bearing on these processes. This should be compared to the
Brooke regime’s stance vis-d-vis Sarawak’s indigenous communities and

|
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that of the British North Bomeo Company (BNBC) in Sabah, though
the mouvation for the colonial regime’s interventions in the peninsula
was quite different. Under the Malay Reservations Enactment of 1913,
the Residents — the highest British officials “advising” the sultans —
were empowered to declare any land within their State as reservation
land, which could not be sold, leased, or otherwise disposed off to
non-Malays. Limitations on the disposal of reservation land were also
imposed on owners, and land dealings contrary to the Enactment were
declared void in the eyes of the law. Similar legislation was later passed
for the Unfederated Malay States, while application of the Reservations
legistation has varied considerably.'¥ While the main motivation for
enacting this legislation was undoubtedly to preserve land for the Malay
peasantry, it also facilitated the colonial government’s desire to impose
crop cultivation conditions.!® While ensuring that reservation land was
not taken over by usurious non-Malay capitalists, it did not protect
against take-overs by wealthier Malays, thus inadvertently accentuating
social stratification within Malay socicty.'® The political importance of
preserving a Malay yeoman peasantry was well recognised by the British
colonial authoritics, especially in the post-Second World War years.
"Malny peasants in (the British) scheme of things were w.omcn

and, d. lly, ycomen were independent small land owners”
(Kratoska 1975: "O‘J) The political desirability of their preservation
was reiterated in various g d s. For ple, a

report released in December 1957 provided some reasons for encour-
aging “the exi of a large smallholding class.” “It is a iderabl

help towards political and social security; and of a great value as a
basis for sound democratic government” (quoted in Aziz 1958: 27).
Likewise, T.B. Wilson justified his call for land reform and rent control
in terms of counter insurgency considerations, secing the preserva-
tion of a ycoman peasantry as an important bulwark against the
communist-led insurgency in the 1950s. Such calls did result in a series
of reforms from the carly 1950s. These included the establishment
of the Rural Industrial Development Authority (RIDA) under the
leadership of Dato” Onn Jaffar, the founder-president of UMNO, who
left the party in 1951 to form his own multi-cthnic party that was then
preferred by the British. The colonial government also set up a rubber
replanting fund to facilitate replanting of old rubber trees by setting
up a cess to partially compensate for foregone income before replanted
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trees become mature enough for tapping to begin. Similarly, ceilings
were imposed on land rents that tenant rice farmers p:ud land owners.
The activities of the Cooperatives Deg were d, while
the beginnings of a rural develof policy were put in place, with
encouragement from the World Bank (Harper 1992).

In general, it scems that while the colonial state sought to preserve
a ycoman pczi:mlr\' in the interest of political stability, it failed to
arrest the tend, ibuting to peasant differentiation. The overall
context of land policy, in which (hc main emphasis was on easy access
to land for large-scale pl:mmuun development for export pmducnon,
dictated against any major initiatives in other d N
FELDA's establishment did create an instrument that was later used
by the Malaysian government to effect massive land clearance and
development. But this was not a colonial achicvement, and the net
effect of colonial land policies was to transform land ownership, land
use, related social relations, demography and the economy.

Post-Colonial Developments

Context

Independence m\ulvui little immediate substantive change in lhe
luding land hip and operation. No li

occurred, meaning that turclgn in c.g of f

remained intact. Thus, the empt d to be on prod;

for export, although diversification, c.g. to tree crops and other cash
crops, has seen a wider mix of pmducls sincc the 1960, with oil palm
b g the most signifi lth cmp pend was gained with
a strongly Malay-dominated after rep ions by the
Malay-led UMNO against carlier British proposals that threatened
Malay interests. This meant that the coalition government, dominated
by UMNO, needed to ensure delivery of the Malay vote to continue
to remain in power, which, in tum, meant considerable attention to
the mainly rural Malays, many of whom had been adverscly affected
by the processes described carlicr.

Instead, the govemment's choices sought to: (1) open up new land
through govemment agencics to reduce the problems of rural Malay
landlessness, upgrade lhc living standards of settlers as well as increase
and diversify duction; and (2) p in situ devel-

YP
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opment for example, for rice farmers and rubber smallholders, to
improve the quality of (hcu lives by raising agricultural productivity,

ing off-farm emg iding more and better subsi-
dized services and facilities, and, dcvclupm;, suitable land close by for
their cultivation. The extent of such govemment efforts (for example,
in the form of land develop and irrigati b to enable
double-cropping) had involved over 200,000 rural houscholds by the
late 1970s. The total number of rural houscholds rose from 858,000
in 1957 to 1,250,000 in 1970 (Eddy Lee 1976: 40, Table 11).

These two policy thrusts have continued to the present. Rapid land
development has resulted in a shortage of suitable land, meaning that
new land development schemes can no longer be opened in the
peninsula at the pace of the sixties, seventics and c\ghucs Increasing
problems of the plethora of go and
agencies involved in land, agriculture, rural dcvclnpmcm and poverty
alleviation programmes of one sort or another, have led to an in-
creasing role of the private sector since the early 1990s, while also
reducing the ole of govemment.

All this has not meant that state governments have relaxed their
control over land allocation. As in Sabah and Sarawak, state govemn-
ments have extended their control over land, through introduction and
amendment of legislation giving the state greater powers of land
annexation. The most recent — and controversial — such initiative has
been the i to the Land Acq Act (1990), which has
given state governments almost unlimited powers to take over any
land for any purpose deemed to be “in the national interest.” This
vague pretext has been the basis for a number of land appropriations
in different states of the peninsula, often in favour of private interests
at the expense of Malay farmers or Orang Asli communities. The ex-
propriated were forbidden by the law to challenge the appropriation
of their land in any court, but could only contest the amount of
compensation paid.

Agricultural Land Use

In contrast to the situation in Sabah and Sarawak, there is more
information on forests and agricultural land usc in Peninsular Malaysia.
Figure 3.1 traces land use trends in Peninsular Malaysia from 1896 to
1986 for forests and tree crops, mainly rubber and oil palm. The figure
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suggests the relationship between deforestation and tree crop planting,
particularly after 1950 when the data became more consistent. Vincent
and Hadi (1991) have surveyed the relationship between deforestation
and agricultural expansion in Peninsular Malaysia. They contend that
agricultural expansion in the peninsula has gone through three distnet
phases. The first phase, 1904-1932, saw the boom in rubber planting
described above. An annual average of 49,000 ha was opened up
during this time, although there were considerable yearly variations.
“The second phase, between 1932 and 1966, saw agricultural expansion
slow down to an average rate of 24,000 ha per year. The third phase,
from 1966 until the cighties, saw renewed rapid agricultural expansion,
atan ge of some 57,000 ha a year.

Table 3.1 shows land use pattems over the period 1966-84, It is
clear that extensive tracts of natural forests have been cleared for
agriculture, especially for oil palm planting, which increased to some
1.12 million ha. In all, 1.36 million ha of forests were lost to other
uses. Other land use types experiencing dramatic reductions included
swamps (190,000 ha) and grasslands (210,000 ha). Besides oil palm,
the rubber area increased by some 226,700 ha, while mixed agriculture,
other cops and paddy also increased in arca. Not surprisingly shifting
culnvation activities only account for a very small percentage of overall
land use in Peninsular Malaysia, in contrast to the situation in both
Sabah and Sarawak.

Agricultural Land Development
FELDA
Careful critcal of the factors underlying ible demo-

graphic pressure on land suggests that the land tenure situation in colo-
nial Malaya was the principal source of peasant “land hunger” rather
than population growth. Land scarcity as a social condition, rather than
as an outcome of exclusively ccological and demographic factors, re-

quites a shift in to the conditions of peasant agri I pro-
duction, more spe ifically to land availabi '_ Over hirds of the
1 d undeveloped agricull y at the end of the 1960s

(I 1o 1970: 92). The Mﬂz\slm (;mcmmcnt estimated that 15.9 million
acres, or almost half the peninsula’s land arca, was “suitable for agricul-
ture.”” Of this, only 6.1 million “suitable™ acres, plus another one million
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Table 3.1 Peninsular Malaysia: Land Use Surveys, 1966-1984 (ha)

Use Co 19 197 1984 Gt
i Ll Calgey “ ! 196674 1974.84
Rubber 1,776,460 1939980 2,003,160 163,520 63,180
Oil Palm 99,308 485,058 1,218,752 385750 733,694
Rice 399,897 428323 442413 28426 14,090
Cocoa 453 13,070 42,540 12,617 29,470
Coconut 176,318 196, (;(»S 207,937 20,347 1272
Mixed Horticulture 193,508 276,599 42,657 40,374
Diversified Crops 31,904 55,151 38942 .15,695
Other Crops 40,873 12376 46900 24603
Tin Mining 47,045 81,390 35,002
Other Mining Arcas 4316 701 2,735
Grasslands 405,356 195241 -182,665
Shifting Culuvation 5295 3,382
Swamps 985,688 -108,900
Urban Areas 66,251 144,276 25,524
Estate Buildings 11,061 19,555 20Mm
Newly-cleared Areas 115,301 278430 233233
Unused Land 63,132 15,806
Unclassified 132,616 174,223 21,061
Forests. 7864398 7241766 6,508,235 622,632 -733531
Total 12,612,597 12,707,921 12,774,078 95,324 66,157
Sources: 1. Wong (1971); Ministry of Agriculture (1990) unpublished 1984

survey data,

acres of “unsuitable™ land, were under agriculture in 1969, leaving 9.8
million more “suitable™ acres available (Malaysia, 1971: Table 9.3).
The related phenomenon of unlawful land occupation by rural
squatters — as a manifestation of land hunger in Peninsular Malaysia
— has not been seriously systematically studied. Occasional media
reportage of illegal cultivation tends to publicize crisis situations or
government sol to specific probl which only reflected the
up of the iceberg. T. B. Wilson (1956: 93) estimated that it took a
single scttler about four years, without assistance, to prepare six acres
of jungle for wet rice cultivation in the 1950s. Although preparing a
rubber holding would take less time, it would take another four to
five years before the trees could be productive. Hence, squatters usually
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preferred crops that yield retums within shorter time-spans. Given
these ci and the i ity of illegal cultivation, it is
remarkable that rural squatters have not been deterred altogether. The
continued existence of such illegal cultivators is testimony not only
to peasant land hunges, but also to the availability of arable land and,
more specifically, to the economic and legal, rather than ecological and
demographic, limits which have constrained peasant land usage.

There are no national statistics on agricultural land ownership, let
alone peasant landlessness or land hunger. Land area owned is not
synonymous with land operated. The earlier dominant organizational
form of rice production, with the family’s role as the basic productive
unit, as well as other factors — such as the fragmentation of land
property — have further limited land holdings and farm sizes. Some-
times, landowners have let out their own land and operated land
belonging to mh:rs (usually to minimize the adverse effects of frag-
mented ow , but it is more for owners to cultivate
their own land. lhcrc are many factors, however, which mediate
between land ownership and land operation. Many a land-hungry
farmer can only afford to rent small farm areas, if available, and may
instead mpplecm his income with other jobs. ‘Ihus the concentra-
tion and incqui listribution of land p has iderabl
influence on the distribution of farms by size. Hn\\cvcr, the size
distribution of farms (see Selvadurai 1972a, Eddy Lee 1976: 22, Table
6) probably reflects only the distribution of farmland ownership in a
distorted fashion.

The Federal Land Development Authority (FELDA) was estab-
lished by the British colonial administration in 1956, a year before
Independence was granted. The main consideration in its establishment
was to cffectively counter the communist-led insurgency's promise of
land reform for the peasantry. Land hunger,!” reflected in peasant
landlessness and farms of uncconomic sizes,'® had grown over the
generations, undermining the economic viability and, presumably, the
political stability of peasant life. In particular, the need for FELDA
mplicitly acknowledged that previous policies, including the Malay
land reservations, had not succeeded in protecting the Malay yeoman
peasantry, as its proponents had hoped.

FELDA was therefore set up to open new land suitable for
agricultural cultivation, particularly in arcas that had not already been
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cultivated due to poor access and infrastructure. From the outset, the
emphasis was on cash-crop cultivation, at this juncture meaning rubber
and later changing to oil palm, though schemes with other crops —
such as sugar cane and cocoa — have also been operated.

As noted carlier, FELDA has been the principal land development
agency in the peninsula. FELDA has played a key role in transform-
ing virgin forest land into plantations and settling landless f: ¢
FELDA has provided a package of physical, social and technical
infrastructure aimed at bringing the technological strengths of the

la Pr d to the smallholder who is seen to be
u.Lth ally backward) to smallholder agriculture. It has thus addressed
rural poverty, widespread in the peninsula in the early decade:
independence. Since 1956, FELDA has developed over a m‘llmn ha
of agricultural land, with over 70 per cent planted with oil palm, a
quarter with rubber, and cocoa, coffee and sugarcane. FELDA’s
strategy was to “develop forested land into viable plantations to setde
landless familics. In addition, a package of physical, social and technical
structure is provided™ (Perumal 1989: 204).
of most smallholder farms, there is

mil

n scctor (as

infr

Besides the ‘uncconomic siz
evidence of considerable landlessness among the peasant population.

For example, at a rate of rural population growth of about 2.8 per
cent per annum, the number of landless families in the country was
expected to increase by about 10,000 each vear, according o a 1974
estimate by the FELDA deputy director-general. Citing the 1970
national census, he also stated that about 342,000 Malay

familics in
rural areas cither had no land or possessed plots of inadequate size.'?

The typical FELDA arrangement would have involved FELDA
negotiatng to secure a particular land area from the state government
with jurisdiction. FELDA would then pay contractors to clear the land,
build the infrastructure, including housing, and plant the crops, before
in. The host state government
might impose certain conditions: for example, that a certain proportion
of the settlers should be from that state. The land area per settler has
varied over time, and also with the type of crop planted. The packages
provided for the peasantry were designed to anticipate some of the
many problems that beset small farmers outside such schemes, in-
cluding inadequate credit facilitics, low crop productivity and volatile
price fluctuations.

allowing the sclected settlers to mov
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Table 3.2 Land Area Developed by FELDA, 1957-1990 (ha)

Annual Average Period Total  Cumdative Total

1957-60 1,477 5,909 5,909
1961-65 9,296 46,483 52,392
1966-70 14,492 72,462 124,854
1971-75 33,384 166,921 291,775
1976-80 40,783 203,913 495,688
1981-85 31,905 159,524 655,212
1986-90 33,669 168,347 823,559

Source: FELDA.

FELDA was scen as playing a leading role in the batte against rural
(Malay) poverty.’ If FELDA was to measure its success purely in
terms of the amount of land opened, it would certainly be able to
congratulate itself?! For several decades, it consistently exceeded the
targets set for it in the five-year plans? By 1986, it had setled some
98,000 families in 235 schemes covering 680,000 hectares. By 1990,
this had increased to 823,559 hectares. Table 3.2 lists the land area
developed by FELDA up to 1990.

Clearly, FELDA’s impact on land use has been considerable, and
the figures somewhat impressive. The Fifth Malaysia Plan (1986-90)
noted that Pahang, which accounted for 40 per cent of the land area
developed by FELDA up to 1986, would continuc to provide the
largest areas for proposed new schemes accounting for 36.3 per cent
of planned new development. But, significantly, the second most
important state was Sabah, with 33.2 per cent. The Sixth Malaysia Plan,
1991-1995 (6MP) reported that about 353,296 ha of new land was
opened up in Malaysia during 1986-90, compared to the 1986 target
of 286,700 ha. Most of the excess was duc to state government
programmes. In line with the government’s privatization policy, the
GMP also stated that new land development in the peninsula would
not be undertaken by FELDA, but rather by the private sector.

Thus, a reformulation of FELDA's role, with significant impact on
future land development in the peninsula, has begun. But for the five
years covered by the 6MP, new land development was to be halved to
162,708 ha, mainly duc to the scarcity of suitable land, but also due
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to the rising cost of land d and envy | consid-
erations (Malaysia 1991: 117). Land scarcity in Peninsular Malaysia
explains the increased attention given to the East Malaysian states,
particularly Sabah. A 1986 editorial noted that FELDA had been
responsible at that time for resettling 500,000 Malaysians on 11 per
cent of the nation's land.” But the editorial continued: “FELDA’s
suceess is not to be measured merely in the amount of land developed
but in how efficiently that land is used and the standard of living it is
able to provide its settlers.™

Other Land Development Agencies

Inter-ministerial, federal-state and other political rivalries as well as

other land development possibilities spawned the formation of a num-
ber of government agencies for land development besides FELDA.
The poliferaton of state and federal rural development agencics was
especially pronounced after the introduction of the New Economic
Policy (NEP) in 1997, usually invoking the state’s presumed mandate
to reduce rural povert

For example, the official poverty rate among rice farmers in Penin-
sular Malaysia was 88 per cent in 1970, Both absolute and relative
poverty worsened between 1957 and 1970, Also, at that time, the
agricultural sector was sull key in terms of contnibution to GDP and
employment, as shown in the first chapter. Some of the agencies
formed were federal agencics, while others were state government
agencies. While some concentrated on new land development, like
FELDA, others concentrated on in situ programmes, working with
smallholders to raisc incomes and living standards in various ways,
including opening up suitable land close by for agricultural cultivation.
Such agencies included the federal ge spired and established
regional dcvclnpmcm agencies (RDAs). For example, in 1966, the gov-
emment established the Jengka Develog C ion, chanzed
with responsibility for developing the primary funsrs in the Jengka
region of central Pahang, an arca of some 120,000 ha. It was then
anticipated that, when fully developed, there would be 23 FELDA land
schemes with 60,000 settlers, covering some 50,000 ha.

Other regional development agencies included KETENGAH (for
central Terengganu), DARA (southeast Pahang), KEJORA (southeast
Johor) and KESEDAR (south Kelantan). The master plan study for
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KETENGAH, pleted in 1968, isaged the develop of
more than 120,000 ha of primary forest into agricultural land. DARA
aimed to develop 1,000,000 ha from 1972 to support a population of
500,000. The centre of this massive development was to be Bukit
Ridan, a township that was to have a population of 70,000. Most of
the forests in the DARA area were to bc developed as joint ventures
between DARA and private r lving timber p
oil palm, rubber, tapioca and tea estates and cattle r:mchmg
initiated in 1971, set out to develop some 300,000 ha in Southeast
Johor, most of which was still forested, while KESEDAR, initiated
in 1978, aimed to develop 1.2 million ha in south Kelantan, making it
the largest RDA.

Agencies have also developed at state level. In some exceptional
crcumstances, this may have been where federal agencies have chosen
not to work. For example, when the Kelantan state government was
ruled by an opposition party between 1939 and 1973, it was largely
bypassed by FELDA. Under the Malaysian system of fiscal federal-
ism, the Kelantan state government could not afford the capital-
intensive FELDA-style of land development. Instead, the Kelantan
Land Development Authority opened up new land, mainly in the
southwestern part of the state in which the settlers themsclves
undertook, at considerably less expense, most of the work done by
contractors in FELDA schemes.

More typically, state agencies have been set up to pre-empt federal
land development cfforts, rather than in the interests of the ostensible
target group. The proliferation of agencies has given rise to problems
of duplication, waste and uscless competition. But such agencies
have been set up and encouraged by particular groups or individuals
from the ruling political partics. They have sought to cultivate and
patronize particular constituencies, and, to enhance their (political)
carcers through such ge. As a result, the of many
such agencies eventually came under critical scrutiny, not least from a
federal government increasingly reluctant to deploy funds for these
agencies’ programmes.

While FELDA has been the most significant agency for new land
devel the most signi federal agency for in situ dcvclop-
ment has been the Federal Land G lidation and Rehabili
Authonty (FELCRA). The Rubber Industry Smallholders Development
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Agency (RISDA) has concentrated, as its name suggests, primarily on
replanting aged trees in rubber smallholders. Other agencies focus on
in situ programmes and aim to increase productivity through provid-
ing inputs, including better irrigation and drainage, land management
(fertilizers, ctc.) and financial and marketing suppon (credit, etc.), such
as the | 4 Agricultural Develoy Py (TADPs).
These are to be found in rice arcas,* including the Muda Agricultural
Development Authority (MADA), Kemubu Agriculture Development
Authority (KADA), and the agencies for Besu, Krian-Sungai Manik,
Kemasin-Semarak, Trans-Perak and Balik Pulau-Scberang Perai. In
some cases, cultivable land - including abandoned
cultivated — has been planted with crops, usually those already planted
4, before distribution to members of the proximate com-

nd previous|

munity, often involving some political favouritism in the selection
uch i situland development is considered by some to ensure
the most effective use of agricultural land that is no longer primary
forest, though eritics contend that such a policy ignores the gains from
preserving forest reserves close to agncultural communitics.

Smallholders
As we have seen, the federal go PE 10 the
sector has concentrated on providing incremental technical help, rather

hold.

than any major reform — landholdings, for example. This has, to a great
extent, constrained the success of government agency programmes.
sing productivity and improving market
access has ignored what has been evident to and ducumcmcd by the

very g agencies impl, the p

is not the major problem, the size of Llndhnldm.
Malaysia Plan (1976-80) stated for the rice sector:

i ;\s the Third
About 55% of all
holdings were less than three acres; 80% were less than five acres. In
comparison, an owner-operated double-cropped holding of about
three acres is needed if a poverty line income is to be camed” (Malay-
sia 1976: 164). The same was truc of the rubber smallholding sector,
estimated to cover 1.5 million ha in 1985 (Malaysia 1986: 303): “Apart
from low yields, inadequate-sized holdings was a major factor account-
ing for poverty in the sector. About 50% of all holdings were smaller
than 4-5 acres in size — the acreage of a high-yiclding holding nceded
for a family to fise above the poverty line” (Malaysia 1976: 164).
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“The productivity of “hard-core” poor rubber smallholders — defined
as those with holdings of less than 2 ha for an average-sized houschold
with no other major source of income — was 46.6 per cent higher on
average than the “non-poor”. While the former produced 99.99 kg/ha
monthly on average, the latter managed only 68.21 kg/ha. Poverty
among rubber smallholders has been primarily related to the small size
of their holdings: “hard-core” poor rubber smallholders own 1.64 ha
on average, all poor smallholders (i.c. those with incomes below the
official poverty line) own 1.75 ha on average, while holdings of other
smallholders average 3.05 ha (Gibbons 1984). Ho (1968: 102) showed
that while replanting with high-yiclding rubber clones could quadruple
output per acre, total output per farmer continues to be mainly limited
by land. Yet, federal and state agencies continued to emphasize incre-
mental gains from increased productivity. RISDA supervises replanting
programmes funded by a cess on all rubber exports, but its pro-
grammes have not been too successful at reaching those with litde
land, i.c. less than 4.1 ha (10 acres). RISDA has also tried to improve
production cfficiency by amalgamating smallholdings into “mini-
estates”, an approach also favoured by land development agencies such
as FELDA. Hence, the government's priority in recent years has been
to consolidate land at the operational, rather than the ownership, level.

Not surprisingly, then, there has been a slight decline in the size
of the smallholding sector, which also suggests the decline of
houschold agricultural production. The decline is partly due to mlcr-
generational change, in which landholdi

have been prog
divided into smaller and smaller parcels. As pointed our carlier, such
divisions should be seen in the context of the public policy failure to
ensure equitable land distribution. Others have argued that the pattern
of decline suggests that “increased specialization in the economy
generally subjects the most marginal producers to abandon their
cultivaon (of rice) for other cash crops or wage employment” (Ikmal
1991: 61). For example, the decline of dry rice cultivation, from an
estimated 15,066 ha in 1954 to 2,970 ha in 1984, can be ascribed to
the fact that such rice varieties have been grown by “the least
commercialised and productive producers” (Ikmal 1991: 61).

One feature of this decline, and a major focus of government
atention with regard to land use, is the amount of land left idle, as
owners or producers seck more remunerative opportunities, cither off-

Perpusiniain Mgiis
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farm in mml arcas, or through migration to urban areas (or by relying
on from family bers who have mij 4).2 In 1986,

the amount of idle land was estimated at some 22 per cent of the 4.1
mllllun ha of cultivated land in the peninsula, amounting to 890,000
ha** As noted carlier, the capacity for new land development was fast
t I d la in the eightes. Thus, more

e in the

attention lm‘: focused on thc question of how to utilize idle land.
Successful ehabilitation of such land would help reduce the pressure
for forest clearance.

DEFORESTATION

Figure 3.1 and Table 3.1 show how forest loss has been closely
associated with the expansion of agriculture, particularly rubber
(especially during 1908-1932) and oil palm (particularly during 1966-
1984). Some 1.36 million ha of forest were lost between 1966 and
1984 alonc — as confirmed by Map 3.1 which shows the rain forests
in Peninsular Malaysia in 1954 and 1990, and land use trends. As can
be scen, there has been a substantial reduction in forest area over this

period. Various studies of st cover in Malaysia reflected differences
that arise duc to differences in definition, methodology or focus, c.g.
the perceived political advantage of over-estimating remaining forest

cover. Some estimates for Peninsular Malaysia are shown in Table 3.3,

Table 3.3 Peninsular Malaysia: Forest Area Estumates (million hectares)

Souxe|  Reber &~ Forst Forest Agriculture 40
Year Ruchards Department  Inyentory Department
1953 9.7 9.5
1960 95 925
1965 8.6 7R
1970 8.0 8.0 81 8.1
1975 72 73 72
1980 6.5 6.4 75
1985 6.3 6.5
1990 6.2
1995 6.0

Sources: Repetto and Gillis (1988: 154-155); Vincent and Hadi Yusuf (1991:
47); Forest Department, Annual Report, various years; LET. Wong
(1980); Department of Agriculture (1984).
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Map 3.1 Peninsular Malay:
1954, 1969, 1972

Distribution of Rain Forests,
nd 1990

|

Sources: Aitken ef al 1982, p. 161.
Ministry of Primary Industrics (1992b), Forever Green: Malaysia
and Sustainable Forest Management.
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Table 3.4 Penunsular Malaysia: Forest Types, 1970, 1981

197071 195152
Fonst Types V00 hi tof Total V00 ha % of Total
Virgin 3335 a0 2651 412
- Superiar 827 102 708 1o
= Good 1150 141 908 141
~ Moderate 1,398 172 1034 161
Laggedi O 2981 %7 2650 412
Poar 412 51 279 43
Shifting Cultivation 201 32 136 21
Upper 1l 280 36 258 40
Inland Swamp 815 100 450 74
- Virgin 404 57 23 36
— Logged Gver 351 43 22
Total R131 100.0 6433 100.0

Source: Vincent and Hadi 1991: 47, Table 4.

However, all sources agree that forest covers in the peninsula has
been declinming since the sixties. The Forest Department in Peninsular
Malaysia carried out forest inventory surveys in 1962, 1970-71, 1981-
82 and in the carly 1990s (Malaysia, Ministry of Primary Industries
n.d: 14, Vincent and Hadi Yusof 1991: 5). The carly surveys were
based on acrial photographs, while the 1981-82 survey updated the
1970 survey, for which the Forest Department had the following
categories: vigin (sub-class,

: superior, good, moderate), logged over,
poor, shifting cultivation, in-land swamp (sub-classes: virgin, logged
over) and mangroves. Table 3.4 shows the forest resources estimated
71 and 1981-82 surveys. Total
forest coverage declined in the intervening decade, from 8.31 million
hectares to 6.43 million hectares. While the proportion of forest

by the Forestry Department in its 197

classified as virin remained at 41 per cent, the proportion of logged
over forest increased from 36.7 per cent in 1970-71 to 41.2 per cent
in 1980-81.

Land use surveys for Peninsular Malaysia have also been carried

out by the Department of Agriculture. The first survey was carricd
out in 1966-67, with complete acrial photo coverage of the peninsula,
while later surveys, in 1974.75 and 1981, were based on less complete
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aerial photo coverage (Vincent and Hadi Yusof 1991: 4). The results
of a further update in 1984 by the Agriculture Department have not
been published. Other figures also suggest extensive deforestation has
occurred. Deforestation due to agricultural expansion experienced two
distiner spurts. The first was in the early decades of this century, when
rubber prices boomed and induced massive rubber planting. The
second was from the mid-1960s to the mid-1980s, when govemnment
policies, particularly large-scale land development, opened up much
new land for more diversified agricultural growth.

In 1946, the total forest area accounted for 10.15 ha (77 per cent)
out of a land area of 13.17 ha in the peninsula. By 1960, this had
been reduced to 9.4 million ha (71 per cent). This trend of forest loss
continued, and by 1988, only 6.3 million ha (48 per cent) of forest
had survived. Of this, permanent forest reserves made up 27 per ceat,
totally protected areas (TPAs) 4 per cent, and state land forests (SLF)
16 per cent. In the carly 1970s, an average of 70,000 ha of forest were
being cleared in Peninsular Malaysia annually. In 1975, 19.2 million cu.
metres of logs were produced of which 8.5 million were exported.
By the 1980s, however, with the price of timber doubled, the felling
rate had increased to 30 million cu. metres annually, with 240,000 ha
cut per annum, of which over 60 per cent were exported as logs.

But the rate of deforestation, like the rate of agricultural land
expansion, has been slowing down since the late 1980s. In absolute
terms, official figures suggest that between 1946 and 1960, 680,285
ha were lost; another 908,808 ha between 1960 and 1965, 151,686 ha
between 1980 and 1985 and 65,293 ha from 1985 to 1988. Gillis
(1988: 117) estimated mean annual forest loss at 90,000 hectares during
1976-1980 and also during 1980-1985. In the 1990s, annual forest
loss numbers fluctuated, from a low of 7,847 ha in 1995 to a high of
1,842 ha in 1996. Overall, average annual forest loss for 1992-96
58,002 ha. Interesungly, official sources indicate increases in forest
coverage in 1997 and 1999, contributing to an average annual gain in
forest arca of 39,174 ha. This was mainly duc to expansion of areas
designated as forest reserves. It should be noted that the figures in
Table 3.5 for the 1990s include both existing and proposed forest
reserves. The area of existing forest reserve has grown substantially
slower than that of proposed forest reserves. The task remains to
strictly monitor the conditions of the arcas carmarked for preservation.
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Table 35 Peninsular Malaysia: Forcsted and Non-forested Land Arcas,
19461999 (ha)

Fizid Forsted Land Now
Hra IRs  NPY/WS:  SLEs Total Forst

13170985 2808912 TB1425 6557150 10147487 3023498
13134715 3464896 664197 5338109 9467202 3667513
13134715 3469456 665207 4423731 B558394 4576321
13122280 3338834 652280 4019767  BO10881 5111399
13162176 3449171 611425 3231399 7291995 5870181
13159168 3124045 GO3B38 2777028 6504911 6654257
1985 13159646 3274008 548929 2530288 63 5 6BOGS21
1988 13161270 3563916 544194 2179822 6287932 6873338
1991 13161270 4434776 645224 72 6110558 7050712
1992 13161270 4717732 607979 TI6371 6042082 7119188
1993 13161270 4698459, 658403 0667146 6024008 T138262
1994 13162057 4687463 611340 TO0433 5999236 7132821
1995 13162057 4683563 611340 696486 5991389 T170668
1996 13162098 4684094 614925 521528 5820547 7341551
1997 13162098 4731927 611692 504025 5852869 7309229
1998 13153208 4730216 611692 479409 5838800 7314348
1999 13153208 4853046 0645217 485304 5938068 7215140

Koy FRs: Forest Reserves:
NPs/WSs: National Parks, Wildlife Sanctuarics and Wildlife Reserves;
SLFs: Statcland Forests.
Notes: 1. Data at 3 yearly intervals to show trends.
2 The long-term plan is given by “tanger” figures for the year 1995, when
the Compensatory Plantation Project was supposed ta achieve the
tangeted amounts,

Over the long term, the trend of deforestation has become a major
cause for concem. Table 3.5 indicates losses of 143,777 ha in 1975
alone, and 157,417 ha in 1980. The federal Forest Department has
expressed concern about the extent of forest loss and wanted to
increase forest cover from 6.3 million ha (48.3 per cent of total land
area) in 1985 to 6.78 milion ha (51.5 per cent) in 1995. This objective
of increasing forest cover was in recognition of, and in response to,
recurrent problems of deforestaton and forest degradation involving
both productive forests as well as protected ones. Between 1946 and
1988 for example, areas categorized as national parks, wildlife sanc-
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Table 3.5 Peninsular Malaysia: Forested and Non-forested Land Arcas, 1946-
1999 (ha) (continucd)

Forst A Annual Perventuge of Total Land Are a
Loss Deforestation Rate g

NPs/WSs  SLFs  Tot. Forest  Non Forst

2133 593 49.78 77.04 29

-644015 42934 26.38 5.06 40.64 7208 27.92
-908808 -181762 26.41 5.06 33.68 65.16 3484
-107016 2544 497 30.63 61.05 38.95

-151756 2621 4.65 24.55 55.40 44.60

-156815 23.74 4.59 2110 49.43 50.57

-30433 24.88 4.17 19.23 48.28 51.72

,(,(,1)]" -22306 27.08 413 16.56 47.78 5222
4.90 545 46.43 5357

-68476 4.62 544 4591 54.09

-18074 5.00 5.07 45.77 5424

-24772 4.64 532 45.58 54.19

7847 4.64 529 45.52 54.48

-170842 4.67 3.96 44.22 55.78

32322 4.65 3.83 447 55.53

-14009 4.65 3.64 44.39 55.61

99208 36.90 491 3.69 45.15 54.85

3. “Forest Loss™ is the reduction in forest cover compared to the previous
ar in the table.
4. “Ave. Annual Deforestation Rate” refers to the mean annual loss of
forestland since the previous year reported in this table.
“Forest reserve!” figures from 1992 onwards include both existing and
proposed forest reserve.
Source: Department of Forestry, Malaysia.

tuaries and wildlife reserves had declined from 781,425 ha to 544,194
ha. The size of this area rose again to 645,217 ha in 1999. Unfortu-
nately, in spite of the increase in park and sanctuary arca, forest cover
per total land area in Peninsular Malaysia has stagnated around 45 per
cent through the 1990s.

CONCLUSION

This chapter has shown Iht pruruund and far- n:achmg impact of
British colonialism on in Peninsular Malaysia.

Perpusiikitin i3saues
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Colonial land laws and policies, as well as integration into global
markets for cash crops, most notably rubber, fundamentally trans-

formed peasant agriculture, with far-reaching and irreversible con-

sequences for social relations, as well as for relations between the
n

farmer and the land — demographically, technologically and ¢
agronomically (for example, crop choice). B i
interest and many immigrants from neighbouring lands, the success
of rubber in the carly 20th century also attracted plantation capital,
privileged by the colonial authoritics, partly at the expense of the
peasantry. The post-colonial sequel to this rubber boom has been

de

state-encouraged agricultural settlement, mainly on FELDA schemes,
and new oil palm planting since the 1960s. These two planting booms
pushed back the forest frontier with the planting of tree crops. More

recently, timber substitute by-products have been developed from
these tree crops, especially old rubber trees.

The main consequence of the exy of planta 3
pand capitalist production in rural arcas, leading to
greater exploitation of wage labour and relatively less peasant
smallholder houschold production. Meanwhile, greater cash crop
ity of the peasantry to the

has been to e

production has increased the vulnerabi
arics of global capitalism, especially to the vicissitudes of primary
commodity markets.

New land development and #n sitx rural development have both
failed to address the major problems of unequal land distribution

Uneconomic-sized holdings have contributed significantly to the
persistence of rural poverty. Though the promulgation of the NEP
implicitly conceded the shortcomings and inadequacies of the previous
trickle down cconomic development stratey
beyond that approach in the new dc\clopmuu :md poverty eradica-

it did not really go

tion policies it advanced. Though the provision of socio-economic
amenities and physical as well as social infrastructure had failed to
impact significantly on rural poverty in the 1960s, the NEP proposed

more of the same.

Notes

1. Frustration with peasant reluctance to comply with colonial designs also
led the authorities to accuse the peasantry of being indolent, ignorant,
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stubbom, irrational, and the like. However, more objective rescarch of
peasant reactions has found their behaviour to have been quite rational.
Under colonial rule, smaller plots could be alienated on the authority of
just one uffcx:l the Collector of Land Revenue (CLR). However, in the
period, politi especially those in state govem-
mcms. lmc taken away many such powers from burcaucrats.
Rubber latex is the sap of the tree bevea brasiliensis. It arrived in South-
east Asia (Singapore originally) in 1877 after Henry Wickham smuggled
some seeds out of Brazil and succeeded in cultivating them in London's
Kew Gardens. Ironically, the failure of the Malayan coffee crop and the
growing success of the Brazilian coffec industry contributed to the
experiment with and then spread of rubber in the peninsula.

The gains offered by investment in rubber plantations during the first
two decades of the 20th century were described as “tremendous” and
“beyond imagination,” and for good reason t0o. Despite violent fluc-
tuations in the rubber price from the outsct, and its general decline
through the 1910, the price remained attractive enough to put 779,100
acres under cultivation by 1920,

Not surprisingly, there were close relations between the colonial admin-
istration and British-owned plantation companics, both dircctly and
indircctly. Lagge capitalist interests, especially British mines and planta-
tions, were assured by colonial administrators of casy and cheap access
to land, which was often accumulated speculatively, in excess of their
anticipated level of utilization. The British also devised a “system of dual
agricultural land taxation, a light one on the affluent European planter
and a heavy one on the natve cultivator” (Lim Teck Ghee 1976: 129),
besides other discriminatory colonial agricultural policies and practices
in favour of capitalist interests.

A quick way of acquiring fand was (o buy over existing culivated land.
The practice of by hbouring land
attained serious proportions when much “traditional” Malay

land was bought over by the well-financed, forcign-owned rubber

o

-

&

o

companics from peasants cager to enjoy windfall profits. Concem gener-
ated by such sales led to a series of legislative measures, beginning from
1913, designating certain arcas to be owned only by Malays (Drabble
1973: 73). Even before the introduction of restrictions on the purchase
of Malay peasant land, Asian-owned estates were already being bought
over since these were larger than peasant lots and, hence, more casily
integrated into lamge plantations.

- The proliferaion of rubber companies and the siructure of thir control
hindered sub of these panics because of the
vested intérests involved (Baser 1948: 11). Agenicy bouses were in an
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excellent position to reap tremendous profits from floating rubber
companics (Drabble, 1973:85), freight charges, insurance, brokerage and
management commissions, with their directors collecting considerable
fees. Costs at the London end of operations were very high since such
operations were usually “notoriously badly organised” (Voon 1976:
163). On the whole, the agency house system financially burdened the
Malayan rubber industry, which was also weighed down by highly salaried
‘wropean staff. The British-owned estate sector's high-cost operations
also rendered it especially vulnerable to declines in the rubber price:

hence, the plantation owners” desire for restriction schemes to prop up
rubber prices,

In the carly 1950s, 14 managing agencies, which managed over 85 per
cent of the 1.4 million acres of European owned rubber, were thus
connected (Puthucheary 1960: 46),

The over-enthusiastic response of rubber producers eventually backfired.
Massive planting during the boom period duc to the anarchy of
competition was characterized by a complete lack of planning output for
furure requirements. As global cultivated rubber production increased by
over 25 times during the 19105, the rabber price plummeted (Lim Chong-
Yah 1967: 75). New planting was reduced drastically, labour sacked (the
number of estate workers dropped from 237,128 in 1919 to 156,341 in

1921) and some voluntary reduction of production undertaken.
A restriction scheme in 1922 t boost sagging prices (Voon 1976: 180)
curbed the challenge from the smaller “Astan™ rubber growers in Malaya,
especially the Malay peasantry. However, despite some success in rising
the world market price for rubber and thwarting the challenge from
peasant production, Bratish ownership and control of the industry
worldwide actually diminished because of Dutch refusal to co-operate
in the restnction scheme.
Besides lange land concessions to members of the pre-colonial ruling class
and their heirs, other factors also contributed to unequal land distibunon
among the peasantry at the beginning of the colonial epoch.
The distributive effects of the Islamic and customary Malay (adaf)
inheritance systems have frequently been blamed for the fragmented
condition of many contemporary Malay peasant landholdings. Although
Isdamic and aduinheritance systems among the Malay peasantry obviously
predates colonialism, the extent of joint ownership, subdivision, and
of peasant landholdings docs not seem to have been
significant in pre-colonial times. Rathes, it appears that these featurcs only
became significant with the 1 of colonial legal on
d land to it increases. There-
tnr:, it is not the inheritance systems, but rh: conditions created under

¥
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colonialism and persisting thereafter, which bear pnm:ry lrsponslbiht)
for the sub-divisive cffects of demographic increase on |

Accumulation of land property in a situation of limited land availability
necessarily involves another’s dispossession,

Under colonialism and since then, the peasantry has been irreversibly
transformed by integration into the world economy and subordination
to capital.

Some of the major derl; the colonial g ’s
justifications for the le:w Reservations Enactment of 1913 were
erroncous, if not misleading (Lim Teck Ghee 1971: 145-59). The colonial
government’s characterization of the cause of peasant land problems
completely absolved big mining and agricultural capitalists from
responsibility and, instead, used small money-lenders and shopkeepers
as seapegoats (Lim Teck Ghee 1971: 158).

While the initial progress in the Reservations legislation was statistically
impressive, “most of the reservations were unoccupied land in the upland
regions of the state where not only were there few conflicting interests
to be considered but also the absence of a Malay population to take
advantage of them” (Lim Teck Ghee 1971: 154). Although not all
reservation land was suitable for setdement, in many places, rescrvations

only covered alienated land, with no provision for subsequent population
increases and corresponding land needs.

But many peasants violated these cultivation restrictions or applied for
non-reservation land until the colonial administration was ﬁn:\lly forced
to concede some it to the culti (Lim Teck
Ghee 1976: 159).

For example, implementation of the reservations policy also resulted in
land prices falling by 50 per cent, so that Malay peasant landowners often
petitioned for their property to be excluded from reservation (Lim Teck
Ghee 1971: 206). Since reservation land was no longer good security for
credit from non-Malays, participation by wealthier Malays in usurious
acuivitics was inadvertently encouraged since they alone were able to
accept Malay peasant land as collateral for loans.

7. Priority was to be given to the landless, although most young people

whose parents were still alive, and who therefore had not inherited land,
had litde trouble qualifying.

The gravity of the tenancy situation among rice cultivators had been
highlighted by the 1952 and 1955 reports of the Rice Production
Committee. This resulted in the colonial govemment's promulgation of
the Rice Cultvaton (Control of Rents and Security of Tenure) Ordinance
1955, legislating 4 rent ceiling and prohibiting the “tca money” practice,
among other things. However, the legislation was not supported by an
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cffective enforcement apparatus, and the Ordinance has been described
as having been “completely ineffective” (Sclvadurai 1972a: 29).
19. New Straits Times, 22 Junc 1974.
20. Halim Sallch (1987) argued that FELDA schemes were actually designed
0 tum peasants into settlers in order to control them for large-scale cash
production,
FELDA is often claimed as a successful case of agricultural land develop-
ment (MacAndrews 1977), Certainly, it has made a major impact on land
use —and on the forests — in the peninsula. But there have been a number
of enticisms of the cffects of the programme on the setders, and there
is of its ion and future role. Some
criticisms hau focused on the fact that the high land development costs
have limited the numbers sertled. There have also been criticisms of lack
of cost-effectivencss, inequity (Thillainathan 1976) and exploitation
(Halim Sallch 1987). In common with other parastatals, both in the
peninsula and the other two reglons of Malaysia, FELDA has bcun

haractenized by a “top-d suyle, with preseription —

S

rather than — participation emphasized.

It has also been accused of reneging on original promises implicit in
the terms and conditions of settlement. FELDA has imposcd controls
on various aspects of the settlers” lives, including sale of their produce,
ostensibly to ensure revenues for FELDA, Also, growing commoditi
for export has integrated settlers into global commodity markets. Re-
payment of scttler loans depends on their incomes, which, in turn,
depend on prices, determined in intemational markets beyond the settlers’
control.

FELDA'’s management has also steadily increased control over settlers

in the schemes. Since the seventies, FELDA has experimented with
ltcrnati I which have generally diminished

settler and strengthened FELDA

“These initiatives emerged in response to various problems associated

with the carlier cmphasis on individual cultivation, especially with the
introduction of new crops said to involve scale cconomies, the ageing
of the settler population, the related emerzence of so-called “second (and
third) generation™ problems and various settler efforts to evade, and cven
resist, FELDA control. Many recent schemes are said to be virtually
indistinguishable from plantations cxcept for the fact that settlers are also
sharcholders, and therefore derive incomes as waged employees as well
as sharcowners after paying for development costs.

22 The First Malaysia Plan (1966-70) tanget was to develop 64,452 ha, but
it actually developed 72,459 ha, 1.e. an ‘achicvement’ of 112.4 per cent.
For the Second Malaysia Plan (1971-75), achievement was 104.3 per cent,

S
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5

for the Third Malaysia Plan (1976-80) 105.2 per cent, and for the Fourth
Malaysia Plan (1981-85), 1044 per cent.

23 Editorial in the New Straits Times, 11 September 1986,
. “The Green Revolution in Malaysian rice faming — cspecially in Malaysia's

rice bowl, the Muda region — emphasized four clements. First was the
adoption of new fast-growing and high-yiclding varicties of rice. Second
was the construction of built irrigation systems and other related physical
infrastructure by govemment agencics. Third was the widespread intro-
duction of mechanized ploughing and ing. Fourth was the usage
of agricultural chemicals as pesticides and fertilizers.

In other words, the recent technological changes in rice production,
supported by govemment public policy, have changed the social relations
of peasant rice production in the direction of capitalist agriculture, that
is involving more capital-intensive rice production involving the employ-
ment of wage labour by big farmers.

d about the causes of this
problem. Besides the ageing of the rural peasant population and the
urban drift of younger, more educated people (mmmnl, incomes to their
rural familics), the prohibiti
encouraged by lagge-scale, more capital-i ive farms and p

nearby — are also said to deter would-be tenants and sharecroppers from
cultivating their land. This is particularly truc where there are altemative
options, including altemative off-fam work and incomes.

There ts some i

rental exp of land <

. The exact figures have been the cause of a certain controversy; sce Lim

Teck Ghee (1993).

¢
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‘Tropical deforestation in Malaysia has received a great deal of inter-
national attention in recent years. The Bomeo state of Sarawak has
received special attention, mainly due to complex political controver-
sies involving logging concessions and native rights. Although similar
issues also emerged in the neighbouring state of Sabah, the latter has
received far less criteal intemnational scrutiny.

In 1991, forests in Sabah covered an estimated 4.2 million ha
56.7 per cent of the state’s total land area. Sabah's forests mainly con-
sist of tropical rain forest and tropical evergreen moist forest. The
structure and composition of the state’s forests vary according to soil
characteristics and clevaton. The major distinction is between wetland
and dry land forests, although there are often riverine and peat-heath
forests between the two main kinds of forest. Mangrove and nipah
are common in the tidal swamps constituting wetland forests. Diptero-
carp forests are the main vegetation on dry land below 1,000 metres
(m.) clevation. Above thus level, in the montane zone, dipterocarp trees

or

are rare.

Like Sarawak, Sabah has a lanze number of indigenous groups still
mainly located in rural arcas. The high population growth rate has
mainly been due to considerable “cconomic™ immigration from
Indonesia and the Philippines. The effects of such immigranon on
land tenure, use and pressure, as well as on deforestation will be
examined in this chapter. Indeed, an overview of the main prce
underlying agricultural expansion and deforestation must begin with
the carlier history of Sabah, which influenced subsequent social and
cconomic structures and configurations.!

Agricultural expansion and deforestation in Sabah are features of

ses

a pattern of development going back to the colonial period, which
accelerated in the last third of the twentieth century. Although Sabah
has been regarded as one of the “odds and ends™ in the grand imperial
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scheme of things, its integration into the British Empire involved
certain cconomic and social changes with increased production of
primary lities for export. Administration by the British North
Bomco Company (BNBC) starting in 1881 marked the formal begin-
nings of the territory’s transition to the “modern era” under British
rule, Sabah, then known as British North Bornco, was essentially
administered as a commercial concem until 1946, when the British
colonial govemment took over the territory from the BNBC (Ongkili

1985: 15).
AGRICULTURAL EXPANSION
Under The Company
The BNBC sct the stage for carly ercial agricultural exg
i along plantation lines. Operating with a Royal Charter, but

recciving hittle financial assistance from the Crown, the BNBC sought
to manage the territory as a viable economic concern (Tregonning
1965). This prompted the BNBC to disengage from minor trading
activities in jungle produce and to diversify into ventures generating
greater revenue by attracting capital from overseas. Then, without the
potential for mineral exploitation on any scale comparable to tin
mining in Peninsular Malaysia, the BNBC emphasized agricultural
production for export. This strategy led to rapid commoditization of
land and attendant changes in land use pattems.

Agricultural expansion involved land colonization, a process aided
by liberal land alienation policies and an “open door” labour recruit-
ment policy (Forticr 1964, Tregonning 1965). Plantation and small-
holder forms of agricultural organization can be traced to the 1890s
(Sidhu 1989: 140). Rubber was later recognized as an appropriate crop
fitting the bill. The decline of the tobacco industry in the riverine
coastal areas of the east coast of Sabah further encouraged the switch
w0 rubber (John and Jackson 1973).

The rapid expansion of cash crop production in the then sparsely
populated territory soon led to a labour shortage, exacerbated by the
policy of excluding the ind I from the “modem”
cconomy. This mumblv led to the lmpun:uon of labour, with the
largest source being Chinese immigrants. This was in contrast to
Malaya, where British preference was mainly for Tamils from South

TErp
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India. Initially, this involved ind 1 labour, but immig) policy
was later re-oriented to grant small land holdings to groups and
individuals in order to expand agricultural activities in the lcmmr)
One to three hectare lots were al d ally along

tion routes, usually rent-free for a fixed pcnod (Fortier 1964). By 1905,
when the milway from Jesselton (the colonial name for the capital, now
known as Kota Kinabalu) to Tenom was completed, plantations and
smallholdings had proliferated on the west coast and in the Tenom
Plain. The two phases of immigraton thus created a pool of wage

labourers for the plantations, m;,clh:r with a gmup of land-owning
lv-b. m

who i f:

The smallholdings mvol\‘ui three main types of cu]m':llion, namely:

Rubber/other crop-based Ilholdings prod: g for the world
market;

* Rice culuvation for subsistence and sale; and

* Market gardening,

Meanwhile, indigenous land use mainly involved hill rice and wet rice
cultivation, as well as fruit orchards. The significance of foreign
immigration, especially from China and Java, was reflected in the 1921
census. The Chinese comprised 36.9 per cent of the labour force, the
Javanese 33.4 per cent, and local indigenous groups, only 23.6 per cent
(Gudgeon 1981: 193). Of a total setded population of 263,252, over
77 per cent were considered indigenous, 15 per cent were Chinese,
with the balance made up of Eurof (a mere 665 individuals) and
other races.

While the rubber industry in Southeast Asia can be traced back to
1882, rubber cultvation in Sabah took off later, especially after 1906,
when the BNBC guaranteed no tax or levy on exported rubber for
50 years. Before 1906, only a few hundred hectares had been planted,
compared to over 4,000 ha in Malaya. From some 1,200 hectares in
1907, the area allotted for rubber increased to 21,457 ha in 1920 and
t0 52,097 ha in 1940. In spite of all the boom-bust cycles between
1918 and the 1930s, annual rubber exports grew to almost 40 million
pounds in 1940, valued at 14 million Straits dollars (Gudgeon 1981:
194). A surge in rubber cultivaton was matched by other agricultural
expansion, with the area under major crops (rubber, tobacco, coconuts,
wet rice, dry rice, sago) rising from 23,919 ha in 1900 to 112,251 ha
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in 1940 (Gudgeon 1981: 196). But increasing commercialization was
also accompanied by growth in the timber industry, which was soon
to become the mainstay of Sabah’s economy.

Forestry was first onganized commercially under the BNBC. From
the first shipment of logs in 1885, with Hong Kong and China as the
major markets, until the creation of a Forestry Department in 1913,
the main British concern was to control an industry that was
dominated by four companies. The main one was the British Bomeo
Timber Company (BBTC), which had a 25-year monopoly to exploit
timber on all land controlled by the BNBC (Gudgeon 1981: 191). The
BNBC increasingly relied on the timber industry to finance its other
projects in the territory. Some measure of the scale of timber
operations in the 1930s can be gleaned from export figures: exports
had cxpanded to 3.5 million cu. ft., valued at $$2.5 million, by 1930,
and a record high of 6.2 million cu. ft. by 1937 (Gudgeon 1981: 194),

Not surprisingly, both agriculture and forestry were concemed with
the widespread practice of shifting agriculture. While there is no
concrete information on the extent of such land use or the number
of people involved (Kahin 1947, Williams 1960, Fortier 1964,
Tregonning 1965), there was concem, bordering on alarm, within the
BNBC over shifting cultivation’s claim on forest and land resources.
The first substantial policy response in the form of resettlement
schemes only came in during the 1950s. While shifting cultivation had
long been perceived to be a problem, no measures were taken to check
it before 1946. The Royal Charter granted to the BNBC explicitly
prohibited interference in the socio-cultural practices of the indigenous
population (Ongkili 1985: 15).

~Adat (traditional code) law covered the acquisition, use and disposal
of land, with customary rights stipulating cultivation as the main
condition for ownership (William 1960, 1961; Burrough 1976). The

| population was prevented by legislation from partcipating
in the ing ial y. Co al ic activitics
were only to be undertaken by non-indigenous groups. The prevailing
wisdom was that commercial development would be best served by
minimal social uph 1 of the indig; ‘This was reinf d by
Victorian romanticism (*noble savages") and the belief that indigenous
peoples lacked the cultural traits required for participation in the
modem commercial cconomy.
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It could be argued that the contemporary identification of eco-
nomic disadvantage with ethnicity, location and occupation stems
from this period. The policy of “protecting” indigenous cultures
served to marginalize them to positions of disadvantage. Hence, by
the 1940s, European and Chinese immigrants had become com-
mercially dominant. However, this dualism between immigrants and
indigenous groups was not as clearly demarcated as is often suggested.
The logic of market expansion and capital lation gradually and
inevitably 1ltcrcd indigenous socio-economic relations. For example,

ereial 4 Itural and related scl pattens were
accelerated by the sale of n:m\c land in the vicinity of the main rubber

growing arcas. In Tenom, where smallholder expansion was great,
land pressure was such that, of the half-dozen indigenous settlements
within two miles of town, only the Munit scttdement survived (Foruer
1964: 74).

Evidence also shows that indigenous society was far from being
static despite official exclusion. For pl to more
sedentary forms of agriculture were in progress in some arcas —
notably the Ranau Plain — duc to ecological and demographic factors.
Closer to the administrative centres, especially Ranau, Kota Belud and
Tenom, such transitions involved complex processes of uneven
demographic adjustment and agricultural development due to
nhl': land ([I1m<()n 1971). I'h:sc
processes also ibuted to agricul and d
to changes in settlement and l:md usc patterns. Imhgcnnuﬂ

differential access to trade and des

hence,

forces were nevertheless ially d d by the ial
forces promoted by the BNBC.
British Colonial Administration, 1946-1963

After the Second World War, Sabah, like Sarawak, also became a
British Crown colony. The BNBC was no longer in a position to re-

gain its previous privileged status, let alone embark on a programme
to rehabilitate and develop the war-devastated cconomy. For Sabah
(or British North Bornco, as it was known then), Crown-colony status

habil

from 1946 led to economic and 1al

as well as greater incorporation of the indig population into

the economy. This period also saw a greater role for state interven-
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tion in the form of planning, which was pery d into the post-
| d era. lhc 1 for ic recovery
unmruiml‘)%wm: olic d in the R ion and Develop
I’/rm, 1 94.5' 1 95: Long-term phnnm;.~ was essentially sectorally oriented,
T g T as well as the recovery and
of ial agricul
.-\ new policy to the indi pulation into the

commercial economy was initiated. Such i |mcgrmun was necessitated
by the official desire to reduce rice imports, as well as the acute post-
h due to new icti on Chinese i i
Instead, an i i supply of Ind ian workers became the
main source of labour for the timber camps and rubber as well as
hemp estates. Those employed in establishments with over 20
employees grew from 17,500 in 1948 to 38,000 in 1963, i.c. at an
average rate of about 6 per cent per annum. There was also greater
indigenous participation in the formal labour force with 17,250,
mainly employed in the agricultural sector, compared to 16,750
Indonesians and about 5,000 Chinese (Gudgeon 1981: 213). Inter-
sectoral employment mobility for the indigenous population was fairly
constrained by limited access to education.

war labour

Agriculture
During this period, :ngm:ultur:l c‘(p:msmn and (nrc“r) were gncn
greater impetus by new insti
sectoral and sub-sectoral specialization. The [)Lp:mmcm of 1\;,r|-
culture, which had been sharing officials with the Forestry Department
since 1921, was made an independent entity. In 1950, the Rubber
Fund Board (RFB) was cstablished to revive the industry, particularly
in the field of research, as rubber output dropped to less than 50 per
cent of its previous productivity. By 1954, the RFB's status had been
changed to that of a corporation, making it North Borneo’s first
parastatal agency. The introduction of a cess and associated grants for
replanting with high yiclding clones was instrumental in raising
productivity and increasing the arca under rubber from 50,607 ha in
1946 10 93,510 ha in 1963 (Gudgeon 1981: 218).

This period also saw new forms of zgnculmnl mg:mlzaxmn as well
as land usc and settl pattems, esf i
communities. Two main types of agricultural organlzannn —in sitn

Ferpusiun
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projects and setdement schemes — had the most impact. In situ projects
at the village level involved litde or no relocaton of people, and mainly
involved enhancing productivity in wet rice and other crop cultivation.
These projects were mainly situated 1n the western areas and other
regions such as Ranau and Keningan. Cash crop agricultural develop-
ment was also planned within defined boundaries, the forerunner for
later settlement schemes in the state. The first scheme was in Keningan
Palin (at Bingkor) in 1952, four years before FELDA was set up in
Peninsular Malaysia. Other schemes were later set up in other parts
of the state. In the new schemes, crop mixes were changed to include
perennials, such as rubber, d di 1 small-

holder agriculture producing for thc m;\rkct In spaual terms, the
location of such schemes in the interior and on the cast coast was
especially significant as these regions had previously mainly drawn
shifting cultivators. The first settlement scheme at Bingkor was
specifically intended for shifting cultivation. In contrast to the BNBC
period, the new policy minimized shifung cultivation by encouraging
altemative types of sedentary agriculture.

On the cast coast, expansion of settlement scheme g
saw the gradual of a 1/ | belt. In the
Tawau locality alone, 26 schemes, along with numerous other indepen-
dent smallholdings, were in operation by 1963 (North Bormeo Annual
Report, 1963: 49). With the availability of more funds in 1961/62 before
Sabah joined Malaysia, there was a policy shift encouraging the
settlement scheme model as the desired form of modem agricultural
onganization. This policy was boosted in 1963 by the formulation of
the Land Alicnation Policy that, among other things, declared that
profits from timber exploitaton (outside long-term concessions) would
be channelled into agricultural land development and settlement
schemes. Even at this stage, plans for the future were considered
grandiose, as they envisaged 20,000 setler familics with 12,874 ha of

holdi

permanent crops.
The official policy emphasis at this ame was also on further ex-

pansion of export crop culti . Thus, agricull also
involved diversificanon, cncnumgcd by rubber price \ohnhr\' causing
govemnment revenue fluctuanons. The two new crops that have become
the main bases for further agricultural expansion have been oil palm
and cocoa. Both crops expanded rapidly after their initial trial stages:
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oil palm from a mere 12 ha in 1958 to 2,630 ha in 1963, and cocoa
from about 30 ha in 1953 to about 2, 2()0 ha in 1963 (Gudgv:on 1981:

235). M hile, i ions opened up ag |
land in previously maccv.ss:blc arcas. Improved access and the growing
urban market of the capital, Jesscl d the cultivation of

temperate vegetables on the Crocker Range nmuml Mount Kinabalu
and in the Kundasang area. While specific figures are not available,
the extent of deforestation is quite apparent and reflects the accelera-
tion of processes initiated during this period.

The policy of agricultural expansion extended to rice cultivation.
Responding to post-war shortages, the colonial government decided
i 1950 to irrigate more land for rice cultivation. Irrigation schemes
were established on the west coast and in the interior. The area under
wet rice increased from an estimated 18,623 ha in 1940 to 25,384 ha
in 1963, while the land under shifting dry rice cultivation fell from
an estimated 14,174 ha in 1940 to some 9,716 ha in 1963 (Gudgeon
1981: 219).

While integration into the market ecconomy was favoured in the
period 1946-63, the relocation of the indigenous population was
discouraged. The idea was to expand agricultural commodity pro-
duction within the framework of traditional agrarian relations and
‘planned” new schemes. Furthermore, although wage labour could not
be completely avoided, it was discouraged in the belief that the
peasantry should remain attached to the land to ensure its productive
utllization. Hence, there was considerable conflict among the various

to grate the indig peasantry, to modernize agri-
cu]mr’\l production and to maintain the traditional social equilibrium.
Integration inevitably dislocated the peasantry and increased their
vulnerability to the global economy. The long-term impact of such
contradictory policies was that indigenous groups experienced limited
mobility and have remained in rural smallholder agriculture until
the present.

Forestry

Sabah’s post war cconomic recovery did not only rest on the revival
of agricultural exports. As exports rose from RM17 million in 1947
to RM247 million in 1963, timber exports became dominant, com-
prising 55 per cent of total export value. Indeed, in the period leading

£



Deforesting Malaysia 104

up to federation with Malaya and Sarawak in 1963, timber had be-
come the principal engine of growth. There was, however, a notable
change in export destination, i.c. from Britain to Japan as the latter’s
share of Sabah timber exports rose from 12.6 per cent in 1951 to
36.2 per cent in 1955, 64.5 per cent in 1960 and 80.8 per cent in 1963
(Gudgeon 1981: 232),

The logging industry was given considerable backing by the colo-
nial g v to offset the unreliable and volatile rubber
industry. Basically a revenue-collection office in the past, the Forestry

Department became much more important with the revisions to the
Forest Ordinance in 1954, which gave the Conservator of Forests
wider powers for overall forest management. Forestry policy now
provided for management on a sustained yield basis. Timber proc

sing
was also encouraged to promote industrialization, but apart from a
brief period immediately after the Second World War, which catered
to the demands of reconstruction, timber concessionaires viewed it

as unprofitable.

Lee’s (1976) detailed historical account of the timber industry and
the key players involved shows the linkages between timber, power
and policies in Sabah. Before 1963 the timber industry was largely
dominated by Western and ethnic Chinese commercial interests. Few,
if any, indigenous people owned or operated any commercial logging
concems. The earlier BBTC monopoly was eroded in the early 19505

as three other foreign companies gained long-term concessions, while
“hinese companies tnitially held only annual licences. Hence, untl 1959,
dominated by just four long-term concession

log production wi
holders who operated renewable 21-year concessions, which allowed
for 80-year felling cycles. After 1959, the number of long-term conces-

sionaires increased to 11, who together accounted for as much as 57.

per cent of timber output in 1963. The concession tracts amounted
to about a quarter of the entire land area of Sabah (Gillis 1988: 123).
The balance consisted of special (10-year) licence holders and annual
licence holders (Gudgeon 1981: 236). Annual licence holders were
predominantly Chinese contractors — 52 annual licences were issued
in 1951 alone — who were assigned logging arcas along accessible river
deltas. Between 1946 and 1963, approximately 80 per cent of Sabah’s
land area was under forest, of which 50 per cent was considered
productive (Gudgeon 1981: 237).
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Post-Colonial Agriculture

The first real steps towards independence through merger to form
Malaysia were taken in 1961. The process began with the development
of a party polmc:l ~\<um wh:ch gave new lmpormncc to some

2 As in P
‘\hl;wz‘ lh(.‘l’L was a pu-ccncd desire to ensure that political power
rested with indigenous ethnic groups to check Chinese domination of
the cconomy. But another crucial factor was the perception that in
return for supporting some indigenous leadership, the substantial
British investments and interests in the timber industry would be
protected. This i wed the fi ion and devel
of communally based partics.

One such party was the United National Kadazan Organization
(UNKO), Sabah’s first political party, whose origins can be traced to
a cultural association formed in the 1950s and which was financed by
timber revenues. Timber concessions were awarded to native leaders,
including Donald (later Fuad) Stephens and Mustapha Harun, both
leaders who would go on to become chief ministers of Sabah. The
British used the awarding of these concessions to secure their long-
term investments. The British strategy worked. By the mid-1960s, the
concessions policy was already geared towards re-allocating forest
resources (to favour indigenous population), and the system of award-
ing annual licences to the Chinese was terminated. However, by late
1979, the seven concessions awarded to British companices before 1963
still remained in force, and were only scheduled to expire by 1986
(Gillis 1988: 123).

Hence, it can be scen that timber politics were deeply entrenched
in the body politic from the time of Sabah’s independence and incor-
poration into the federation of Malaysia (Larson 1976). The attainment

of independ, and the f ion of the federation of Malay
provided a new political context for pc)llclcs and practices affecting
agricultural e: ion and d Some img influences

of the new puhucnl situation on public policy affecting deforestation
in Sabah included:

= the nature of federal-state relations in Malaysia;
* jurisdiction of the state authorities over land (including forests);
* the new clectoral democracy, in which political parties would vie for

Feip
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votes from a still overwhelmingly rural population in Sabah; and
the desire of the state g and many pol to maxi-
mize their own revenues, by encouraging short-term exploitation
of forests as well as agricultural expansion.

As with Peninsular Malaysia and Sarawak, the desire to modemize
the rural economy has had impli for land use g forest
conservation), agricultural practices and land tenure systems. But, as
has been noted, the contexts — for policies and practices — in the three
regions have bccn different. Thus, at the time of |ndcpcndmcc Sab:h
and Sarawak i ited relativel derdeveloped rural in
which shifting cultivation was sell significant.

Gazetung Permanent Forest Reserves and Parks, land alienation
and lage-scale tree crop agriculture have furthered the from
“traditional” communal ownership systems to private land alienation.

There is a stark difference between the two land tenure systems. The
official emphasis on the latter since independence has not only con-
tributed to the expansion of agriculture, but also of a land tenure
system which defines ownership in terms of clearly defined cxclusive
rights allocated to specific individuals or corporate omganizations. This
contrasts with “traditional” community ownership systems in which
land was ged with iderable flexibility because no individual
had exclusive permanent ownership of any onc arca.

While private land ownership had previously been significant in and
around urban settl private agncultural land hip with ade

is now commonplace throughout the state. Most areas with commercial
value have been alienated or gazetted for specific purposes, notably
agriculture, forestry or livestock breeding, with much of the remaining
un-alienated land sought by both individuals and groups. As will be
scen, the potential for conflict between the two systems has indeed
manifested itself on occasion.

Early Post-Independence Initiatives

The post-colonial Sabah government’s policy to open up land
d fed on both the lability of suitable land and the ability of
t to auth its develop As in Sarawak and
P lar Malaysia, the classifi of land gave the government
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greater jurisdiction over land, with large arcas designated as “State
Land,” in ! with the Land Ordi (1930). The Ordinance
affected all land outside forest reserves, which were also considered
to belong to the state. The term “State Land™ has a specific legal
meaning and does not refer to all land claimed by the state, but only
to all land available for reservation for a public purpose or for
alienation. The Ordinance empowered the state authorities to control
and regularize land matters. Outside of the urban settlements, the main
intention of the Land Ordinance originally was to promote agricul-
tural production. As will be shown, alienating available state land for
agriculture continues to be “official policy™.

Other than “State Land,” the most extensive land tenure category
in Sabah is the “Native Reserve,” designated to protect the interests
of indigenous communitics; no other type of tenure is allowed on such
land. Other less extensive land types defined in the Land Ordinance
are “Country Land"™ (which refers to land outside urban boundaries;
if more than 6 ha were alienated, the lease period could not exceed
99 years) and “Ge Reserves™ ally for specific purposes,
such as military or police use, water supply, education or airports).
From 1963, game and bird sanctuaries could be gazetted, but there is
no specific statutory prohibition on alienating or leasing land in these
areas (WWEFM 1992: 94-95).

While all land is vested with the state unless transferred by legal
means, the indigenous communities have certain rights to some types
or categories of land owned by the state. Native Customary Rights
(NCRs) entitle them to acquire land ownership in several ways,
including customary tenure, recognized under the law if there is

evidence of conti ion or cultivation for three or more

years, which could include planting a certain number of fruit trees or
other plants of economic value per acre or other agricultural or live-
stock grazing use (WWFM 1992: 80). NCRs are applicable throughout
the state, except in designated forest reserves, parks and lands reserved
for specific purp by the g but are rarely d d
in reality, however encroachment into such areas docs happen and
often leads to conflict. For example, the land area available for the
exercise of usufruct rights is dwindling, most notably by gazetting
permanent forest estates (PFEs), which may subsequently be used for
cither private or public sector tree-crop schemes. NCR claims often

1
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arise after an official or commeraial project is announced in the vicinity
(World Bank 1991: 101).

Sabah'’s post-colonial g ncither inherited nor developed
a comprehensive land-use policy. Instead, it has set some broad policy
dircctions that are still relevant today. Concerned with tackling rural
poverty and expanding the rural cconomy, not least for the benefit

of the state coffers, the govemment prioritized opening up rural arcas
for agriculture on the premisc that agriculture is the most ‘viable' form
of land use in rural areas. Yet, in Sabah, political thetoric has often
been taken as “policy” and there have been few clear policy dircctives

that address the location, type and extent of crops to be cultivated.
Undoubtedly, the difference between domestic food and export crop
production has been recogaized, but its implications have hardly been
addressed by policy. Instead, the focus has been on the amount of
agricultural land opened up. The documents of the state government
and parastatals reveal a strong onentaton towards defining achievement
in terms of land opened within a specific time frame.

With agricultural expansion and diversification as major policy
goals, shifting cultivation has been viewed as a hindrance, not only to
expanding the state’s economic base, but also to poverty alleviation,
thus the main strategies have intensified the earlier colonial policies
of sn situ development and rescttlement. [n situ programmes have,
indeed, contributed to raising incomes through the introduction of
new technology and high vielding (crop) vanieties (HYVs). However,
incomes have been limited by farm size, crop-mux, pricing vagaries,
marketing capacity and houschold size (Sidhu 1989: 149). Land rc-
settlement schemes have been favoured by technocrats for offenng
greater potential for alleviaung poverty while increasing agricultural
output for export purposes,

Usually based on a mono-cultural export crop
tvely ngid i | and labour arr s, the settlement

stem with rela-

scheme was adopted from the 1960s as the model for agricultural
cexpansion by a number of parastatals such as the Sabah Land Devel-
opment Board (SLDB) and the now defunct Sabah Padi Board (SPB).
Besides its perceived ulity for tackling rural poverty and bringing the
rural pop nto modem al agriculture, the scttlement
scheme was also expected to ingratiate the incumbent ruling coalition
to rural voters. From the 1960s until the 1980s, 1t was believed that
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accelerated expansion of the state’s cconomic base was best achiceved
through such parastatals, after which greater emphasis was given to
private sector initiatives.

The carly view of how government agencies should be deployed
resulted in the creation of two types of agencies: (1) special purpose
parastatals responsible for particular segments of an increasingly
differentiated economy, and (2) more general agencies. Thus, for
example, the SPB was set up in 1968 to oversce tice development and
1o achieve state-level nce self-sufficiency, as stated in the State Rice
Policy formulated in the First Malaysia Plan (1966-70). The SPB also
ventured 1nto land settlement schemes, with very mixed results,

The most important land development agency sct up in the 1960s
was the Sabah Land Development Board (SLDB), established in 1969
to promote land development through settlement schemes. Such land
development was deemed a specialized task beyond the capabilities of
existing govemment agencies, and the Department of Agriculture was
asked to hand over existing schemes to the SLDB. However, the
performance of the state government in poverty alleviation and land
development left much to be desired. There was growing frustration
over the slow pace of land develoy particularly pared to the
pace in Peninsular Malaysia. Major shortfalls were recorded in planned
oil palm expansion, (with only 69 per cent of the planned 74,500 acres
actually developed), and for wet rice (with only 4,000 acres, or 29 per
cent of the 15,000 acres planned, actually developed). Progress was
also slow with the major scttlement schemes undertaken by the SLDB,
SPB and the co-operatives involved in land development, with only
57 per cent of the planned 57,000 acres actually developed between
1963 and 1976 (Gudgeon 1981: 294).

The img ¢ of the five-year d P plans as
the guiding policy framework became more evident and took a new
turn with the Second Malaysia Plan, 1971-1975 (2MP). The 2MP
emphasized the New Economic Policy (NEP), with its twin aims of
poventy reduction and inter-cthnic cconomic parity. These aims were
10 be achieved through selected redistributive state intervention as well
as accelerated exp and diversi ion of the y, i.c.
i | sector mod ion and public sector growth.

In Szhah in the carly 1970s, an estimated 35 per cent of the
population was still considered outside the cash or market economy,

£ Bt



Oworeeting Makiysia 110
o aliost enteely ived with d (Gudgenn
198k 27, \ccurding to the 1971) census, 53 per cent of all house-
wuds cuittvated bind and 39 per cent of the active labour force was
Cigagel 1 agmeuiture (Gudgeon 1981: 203). There are no poverty
"hEuies o tas penod, although @ survev estimares in the mid-1970s
sUggests 4 puverty inadence of 58 per cenr — higher than the 1970
figuie ot Y per conr i the penmsula (Pang 1989%: 119).° Sigmficandy,
SUMUU oL the 39,900 poor households 1 Sabah were rural-based
St 1989 |3,

Such puor coupled with rule, fi
fustinumgeient ang corrupuon, led to a change of government in
e state clecnons or 1976.° Di fied with the of rural

Jeveropmen, W fnang et fnancal esources, the new govem-
UL et up new development pamastanls, with most expected ro
IPEEA S These were as
Susunet ventures, ot hag commerci subsidianes W venmre o
rulitable acuvitres it were expecrea  eventaily subsidize thetr
SUMUSCCONOIRNEG PrOEIIINGS 20 thus lessen the govemment's fman-
<tk Dtuen.

Ihe must promunent jerreuitura parasomrat was the Rurat Devei-
DI L RDCL biished 12 197 o d tv and
Tt paas b This new ¢
T STRS AREIGIES INCiLGEd SUme With Muititanous weponShimes. such
s e RDC 1ng other mues speaaiizes agences, inciuding the Saban
“oresay Devewpmene Autonry (SAFODA), RO-NELAYAN (Fish-
aes), AURAS (Lo-uperaaves; and the Ssbah Markenng Authonry
SAMAY. By me late [980s, s subsidtary, APD Holdings, oversaw
neacuviaes ot [ CIMLPRLES, W) OIEIEsS i (C2 200 COCE CSTIES,
AUmle mucing Gury quik produciion, peppes, temperite vegembies,
CUEL PUMOGGUOs g even duienencs. [n {97 e Federst Lang
Deveupment Autuany  FELDA) was wvited to expand (ts mie o
SHEAR IO devaopsient ot 130U na @ the Dent Penmsutron
D CINE COUSEL

Vhiie there s gu cuzble MIUTIAGUR Uit D¢ etk ot ko brought
HIUEr CLUBYALUR DY HIENS JUtiiies, KT i Ou Juuht g swbie
DIENEU S000s Wk MULE YWnCrck w o spad od iogwsiova and
fEveupment. COr CXAmPe e Gury Dom dd Smperaie vegenic
TIVELOL Ui e spes of e Umoser Range Uc @ cossal anses, aod




TR

Sabah m

the pepper project in Menumbok in the Klias Peninsula in the south-
western part of Sabah involved land not pn:vmusly npcncd up fur
agriculture. Thus, although the new ag

agricultural, the cxpansmn was not always appmpn:rc in terms of
land use.

Parastatals

Parallel with the expansion of the private sector since the mid-1970s,

2 p d land develog have been
| d by p I Th: had hoped to

reduce rur:ll poverty by expandi icul but the

success of the strategy proved duub(ful Land acnully opened fell far
short of what had been planned. This was not surprising as the
agencies involved were given little attention and had little expertise
and experience. The programmes sponsored by these agencies involved
bringing sections of the rural p 1 into land devel
schemes, where many lost lhur status as landowners and bccame
wage workers instead. Little sensitivity to such implications was
apparent in the way state agencies conducted their programmes. Some
micro-level impacts of two of the more important parastatals, the
SLDB and the RDC, illustrate the impacts such programmes on the
people and the land.

Sabah Land Development Board

As the state’s main land settlement agency, the SLDB may have
developed a logic of its own that subverted other development
objectives which the SLDB — like other parastatals — was meant to
achieve, through the resettlement of the rural poor. Exactly how many
of the rural poor have been helped by the SLDB and other similar
agencies is also not clear as the SLDB has never met its settler place-
ment targets. Gudgeon (1981: 322) asserts that about 5,600 settlers
had been absorbed into settlement schemes by 1980 but more recent
figures raise doubts about such estimates. In 1991, the SLDB had 34
schemes operating, with some 53,299 ha planted with oil palm and
rubber (Annual Bulletin of Statistics, 1991: 68-69). However, only 12 of
the schemes, covering 17,685 ha (or 33.2 pcr cent of the lsz) actually
had settlers, while the balance of d as tree crop p By
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this time, the four settlement schemes managed by the SPB, catering
to a few hundred settlers, had been forced to close down. The RDC
had far fewer setders than the SPB, and was experiencing problems.
recruiting settlers by the carly 1980s. The SLDB had only 2,736 setler
families in residence, compared to the 3,880 houses it had erected
(Annual Bulletin of Stasistics, 1991: 68-69).

Apart from the SLDB, the ruhl:r Sabah parastatals have little ex-
pertise in sertl scheme | g and The strong
technocratic bias of these J;.,-cncu.s also led to a submd.mnunn of social
considerations to physical and agricultural development goals. The

SLDB never met its seter placement targets mainly due to its em-
phasis on physical development and its neglect of social amenities.
Although established in 1969, it only sct up a Social Development
Division in 1981. This was not at the imuauve of the Board itself,
but came out only after a private corporation had been recruited by
the state govemment to re-oganize the SLDB to place it on a firmer
financial, agronomic and socal fooung. The secondary status accorded
to soctal development was a major source of problems for the Board.
Much settler dissausfacuon has been due to rigid omganizational and
labour practices that deny the settlers occupatonal mobility and in-
come enhancement.

The terms imposed for joining land sertlement schemes have also
caused problems. By not awarding land utles, the SLDB hoped to
control the settlers by mummizing the nisk of the settler converting
the land to other uses. The bilities of eaming suppl
incomes on the schemes hn\c also been limited by the mono-cultural
culuvation condition imposed by the authonues. In addition, fixed-
sized land holdings have not been able to support increases in
populaton or houschold size, which has become a major factor in
outward migration by the children of older settlers.

In pracuce, however, settlers have not been allowed to hire outside

v

labour or seek otf-farm employment. Hiring labour has not been
uncommon since incomes on oil palm schemes have generally been
high enough to allow, if not encourage, this. Off-farm employment
and absenteeism have also been widespread. Unlike a peasant or
smallholder, the settler on an SLDB or FELDA scheme cannot alter
his crop mix, even when prices are low. More often than not, he is
not allowed to withdraw his labour to seck off-farm employment
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during slack periods. The settler receives an income, from which
development costs — over which he has no say — have been deducted.
Thus from the settler’s point of vncw the long-term sustainability —
of the major land develoy lertaken by the SLDB
and FELDA — is suspect beyond the first generation.

Interestingly, in the late 1980s, the SLDB withdre w from further
involvement in such settler schemes. Instead, it began to operate as a
plantation agency running schemes with \mgc workers, not settlers. The
schemes with settlers are now ged by

established and run by the scttlers. However, no data were available
to determine the performance of both types of schemes. The aban-
donment of its settler development objective was, perhaps, the SLDB's
most open admission of failure. While Iznd conversion to oil palm
and rubber had raised incomes pared to other rural I 3
the regimented nature and high costs of such development apparently
rendered the scheme unsustainable (Vincent and Hadi 1991: 20).

In Peninsular Malaysia, FELDA has experienced similar problems,
and has experimented with various altematives to enhance the overall
viability sustainability of its schemes. By the carly 1990s, FELDA's plans
to settle 11,000 families on schemes in the Dent Peninsula® led to
conflicts with local residents over NCRs and the pollution of rivers
supplying water to nearby villages. Some neighbouring communities
took their land cases to court, while scttlers dissatisfied with scheme
rigidities appealed to the Chief Minister and other politicians to inter-
vene. The problems faced in Sabah and the very rigid and centralized
nature of the settlement model raised the question of whether the
strategy is desirable and transferable to a society with a low population
density (22 persons per sq. km.) where patterns of employment and
lation mobility are ¢ derably different (Sidhu 1989: 149-151).

Rural Development Corporation
The Rural Develog Corp (RDC), a muld tional or

general agency, has been entrusted with small- to medium-scale socio-
cconomic projects since it began operations in 1977. It began by
initiating over 100 projects, cither as joint ventures with landowners
(communities or individuals) or independently. By the late 1980s,
however, it had cut down the number of projects by two thirds. All
14 land settlement schemes had either been abandoned or converted

s
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to other purposes. Most of these projects could not be sustained after
the initial enthusiasm of the “partners” for RDC soft loans and other
inputs had waned. The RDC’s failure can be attributed to several
factors, including: lack of — or poor ~ planning; uneconomic-sized
projects; poor soils; difficult terrain; and lack of appropriate expertise.
Interference by politicians, who saw land resettlement schemes as

providing opportunitics to patronize their own rural constituents
regardless of the appropriateness of such schemes in their areas, also
caused problems, Such consid usually led to unfeasible projects

being implemented and then failing.

Most RDC scttlement schemes began as agncultural projects, which
were then ¢ 1 into sertlement schemes (irrespective of size), but
which came to be managed as agricultural projects. Most communities
and individuals did not realize the nature of the relationships they
were entering into with the RDC. In certain cases, the RDC entercd
into deals with absent, rather than participating, partners. Obviousls

such partners could not possibly contribute to creating independent
farming communities. While the RDC thetorically emphasized partici-
patory development, it lacked planning and implementation capabilities
ly human resources needed to effectively implement policy.
Planning and implementation systems were “top down™, with litde

espec

attention given to participation or consultation.
For instance, the Bukit Nun scheme in Menumbok, in south-
tern Sabah, had its status changed from a “settlement scheme

we

to

a “co-operative™ at the insistence of the then Chief Minister, without

any prior consultauon with the participants.” This 130 ha pepper-based

settlement scheme was but one of many projects that could not be
sustained because of poor planning and management. The sertlers at

Bukit Nun were given sub-standard houses and were not allocated

individual plots of land that the settlers had expected upon joining
the scheme. Nor were settlers aware that they had to |

v a portion
of development costs. This resulted in adult males secking off-farm
yment, leaving women to work as daily-paid labourers. Settle-

emple

ment schemes were expected to be an improvement over the settlers’
previous conditions and also to be amenable to upgrading. This was

certainly not the case in Bukit Nun or any other settlement scheme
operated by the RDC. The RDC management’s emphasis has been on
the crops, while settler concems have been dealt with on an ad boc
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basis. The RDC’s objective of crop diversification, with pepper as the
main alternative crop on new settlement schemes, proved inappro-
priate, with settlers left poorer and disillusioned. The scheme was
eventually handed over to a private firm to manage once again as an
agricultural project.

Ad-hoc management, e.g. due to ill-considered conversions or
political interventions, or both, has also been the cause of failure for
many other projects, including the 230-ha Sadul-Muruk cocoa
settlement scheme near Ranau in the interior. Opened as a fringe land
development project for a neighbouring village of the same name, the
forest was cleared, and new houses (of poorer quality than those in
the village) erected on individually assigned plots. But, for unknown
reasons, no cocoa (thc erop selected) was actually planted.® Not only

were there no channels for or participation available, the

RDC did not even hau any full-time staff asngncd to the project.

Agriculture and Land Policles

As mentioned carlier, through the 1960s and early 1970s, the emphasis
on opening up land continued without any clear land-use strategy. Land
development proceeded in an ad boc fashion, with the only official
tframework for land use still being the Land Ordinance of 1930. There
was an attempt to rectify this in 1976, with the introduction of a Land
Capability Classification (LCC) system. .\lxhuu;,h the LCC was nor used
as a formal land-use planning meck its on

land allocation has been significant over the years. In bricl', the LCC
valued land differently in terms of potential productivity. Land use
was divided into the following five main categories according to
cconomic potential:

* Mining, Agriculture (extensive range of crops),
* Agriculture (restricted range of crops),
* Forestry, and
* Conservation.
With limited potential for mining (since petroleum is offshorc), the
phasis has been on agriculture (both categories) and forestry. The
“de-reservation” of most large forest reserves in castern Sabah, the
location of major schemes and the d of per-
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manent forest reserves in the mid-1970s were all based on LCC
recommendations (WWFM 1992: 90). The LCC’s significance was
enhanced by the fact that there has not been a single agency with
responsibility for overall land-use planning in the state and there has

lanning. Similarly, there is

i system for i
1

been no
n0 formal body for co-c
departments and parastatals. In such a scenario, different sectors and
sub-sectors (ref d by and dey compete for
land, inad ly f: 14 v.hc of agriculture and forestry,
while activities not regarded as ccunomxc or development-oriented
(for example, conservation) have been disadvantaged. This bias was
ace ated by the p Is being emp 1 by various cnactments
to acquire land already alienated to others. The demand for land,
especially for large tracts, has also meant that land, which might other-
wise have been considered unsuitable or unattractive for agriculture,
has been alienated for cultivation since the 1970s.

The alicnation of unsuitable land is evident in the figures available.
Of land alicnated until 1974, 238,478 ha (38.7 per cent) were deemed
“unsuitable” for agriculture, 230,596 ha (37.4 per cent) only suitable
for a limited range of crops, and only 147,591 ha (23.9 per cenr)
suitable for a diverse range of crops, according to the LCC (WWEM
1992: 97). There is little reason to doubt that this trend continued

g the activitics of g

with the new ion of | on the scene after
1976. For example, in the late 1970s and carly 1980s, RDC-initiated
projects, such as in Sadul-Muruk and Dalit in the interior, were sited
on land considered only marginally suitable for cocoa cultivation. These
projects, and others like them, were initiated and implemented at the
“request” of well-connected politicians who desired high profile or
ale projects for their constituencies. Apart from such

sible” lange-sc
pnlmm] pressure, even policies with good intentions unmrmmrcl\ also
itod 2 and disl of rural ¢ 3

The Nabawan project in the southem interior was one such project
that went wrong due to poor planning. Begun in the mid-1960s, it was
part of a programme to resettle Muruts living in scattered settlements
along the Indonesian border for security reasons, and to achieve econo-
mics of scale in the development of the then frontier region. In a
bid to check shifting cultivation, the predominant mode of land use
among Muruts, wet rice was to be the main crop in the project. But

| 5
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i the process of site preparation, the top soil was cleared with heavy
machinery, rendering much of the land unsuitable for rice agriculture.
Since that debacle, various other strategies have been tried, but all seem
to have failed to improve the lot of the Murut community concemed.
There are far too many such public projects in marginal (in terms of
both soil quality and location) arcas to be listed here. Some of the
more controversial include the Kimanis Highland vegetable project and
other RDC projects on the steep slopes of the Crocker Range.
panding into marginal arcas, however, has not been the sole preserve
of public sector agencies; in the cocoa-growing “frenzy” of the 1980s,
private investors also ventured into arcas with soil unsuitable for
culuvation of the crop on a large scale (Kler 1989: 33).,

The LCC's attempt to regulate and plan land development and use
retlected the government’s intention to bring some overall strategy
into play. After 1976, more specific policies were developed, at least
on paper. Among the more notable examples were the Land Alienation
Policy (1977), the Natonal Agricultural Policy (1984), and the Sabah
Action Blueprint (1989). These policies sought to establish a greater
role for smallholders and for the private sector. The Land Alienation
Policy involved the identification and reservation of 368,225 ha of
{ertaken by g depart-
ments, parastatals and smallholders (Voon 1981: 54-56). The land was
reserved for four main categories of land use: large-scale settlement
schemes, pre-planned smallholder schemes, individual smallholders
and commercial estates.

An carlier chapter deseribed the National Agricultural Policy (NAP),
a federal policy document for all states including Sabah. The NAP’s
major emphasis has been on imizing income from agricul
through greater efficiency in resource utilization and revitalizing the
sector’s contribution to cconomic development. By the 1980s, new
land development in Peninsular Malaysia had slowed down due to the
limited availability of commercially viable agricultural land and the
umcm]l\ cncouraged shift to manufacturing and services. In rural

land for various prog to be

d the new emphasis was on i sitwand integrated
area dmclopmcm In Sabah, however, although in situ dc\'clnpmcm
projects were emphasized, new land devel schemes

1o be empk 4 until similar ints became more p d

in the 1990s.
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Private sector inv in plantation gained momen-
tum from the mid-1970s. The sector’s involvement was facilitated by
a package of incentives aimed at reducing export duties, allowing
greater foreign cquity participation, providing re-investment tax
allowances, adopting a broader definition to qualify for capital expen-
diture deductions and streamlining the process of land acquisiton (Ti
and Yee 1989, Ho and Fu 1989). The high price of cocoa beans in
the 1970s was a major incentive for investing in cocoa; land under
cocoa increased therefore from 11,411 ha in 1976 to 205,976 ha in
1990. The pace of oil palm cultivation growth was also rapid, rising
from 76,962 ha in 1972 to 281,486 ha in 1990 (Annual Bulletin of
Statistics, various issucs). In spatial terms, over 90 per cent of both
crops were grown in the Tawau and Sandakan divisions in the eastem
part of the state. From the 1970s until the mid-1980s, about half the
oil palm area was developed by the public sector (i.e. govemment
departments and parastatals), whereas the public sector involvement
was limited to only 16.2 per cent of the total planted area in the case
of cocoa (Pang 1989: 91). Since the 1980s, several forays have been
made by Peninsular Mal comy into the pl ion scctor,
with the involvement of major companies such as KL-Kepong and

Golden Hope.
The principle reason for forest encroachment has been the govem-
ment’s liberal land alicnation policy. As noted earlier, a major pre-
occupation of the Sabah government from the 1970s has been with
developing land resources — for forestry and agriculture. The policy
of alienating available state land for agriculture in lots greater than 6
ha each, contnues unabated (WWFEM 1992: 88). There is also the per-
ception that all land not already reserved by the government is avail-
able for alienation. This has undoubtedly contributed to unnccessary
et the ! of idle agricultural land, and diminishing
areas left for forest conservation, especially as so much more land has
been alienated. The increase in land applications and alicnated land
has had serious long. ¢ ] for the y and the envi-
ronment. For example, it has reduced the state’s imber output capacity
due to the replacement of protected forest areas by altemative land
use classification, a condition for awarding land titles for agriculture.

While the government has control over land alienation, this is
limited by irreversibility as well as enforcement difficulties. Generally,
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the govemment does not collect significant revenue — registration fecs,
premiums, rents — from land alienation. In fact, charges from the
alicnation of Native Title land is inadequate to even cover the cost
of providing the service. Land alienated with Country Lease titles at
less than market prices reflects the official commitment to agricul-
tural expansion (WWEM 1992: 102). The only income the govem-
ment derives directly from timber concessions is from royalties on
harvested trees.

Such land should, and would, have remained forested with the
enforcement of a comprehensive land use policy. Continuing interest
in applying for land unsuitable or less suitable for agriculture can be
partly attributed to the low costs of such applications. A study of
conservation in Sabah argued that land should not be further alienated
for agricultural expansion in view of the growing shortage of wood-
producing land and the continuing depend in the agricul
sector on foreign labour from Indonesia.

The existence of idle agricultural land puts indirect pressure on
forests by reducing timber production capacity without enhancing
agricultural prod; Land ali d for agricultural (and,

to a lesser extent, for other commercial purposes) is not always
utilized fully, if at all. While there is no commonly accepted definition
of what constitutes idle land, and wi ts extent cannot be accurately

i 1, there are indi of a signi amount of such land.
For example, in the category of land alienated under “Native Tide”
alone, an estimated 250,000 ha remain uncultivated — what percentage
was fallow is unknown — of a total of 780,000 ha (WWEM 1992: 103).
This undoubtedly constitutes a policy failure as the Land Ordinance
stipulates cultivation as a condition for gaining legal title, but this
stipulation is neglected after the forest has been logged.

There are legal provisions with which idle land can be repossessed
by the gove without P ion, but this is rarely ever
done due to the iderable administrative and political difficulti
and costs involved. In a mainly rural society, where the relationship
attachment to land is imbued with cultural significance, government
land repossession would also threaten the political survival of the
government of the day. Hence, the reasons for leaving land idle, or

ilized, are often plex and inter-related. Such factors in-
clude uncconomic prices, poor market access, land acquired as family




Deforesting Malaysia 120

investments, labour shortages, high labour costs, considerable manage-
ment requirements and unsuitability of the land for agriculture. The
existence of idle land points to major flaws in land alicnation policy
as well as land use practices.

Thete has also been some tension between the need for conser-
vation and the liberal land alicnation policy. Arcas gazetted for nature
conservation purposes have been reduced (for instance, the Kinabalu
Park in the Crocker Range) or even almost climinated altogether
because of the lage number of applications for land in the area. A
nabatangan region in castem Sabah —

proposed Park in the lower
important for the conservation and management of wild clephants —
was considerably reduced in size with the lame number of applications
for land in the area (WWEM 1992: 88). Available figures for 1991 reveal
the extent of land alicnation in Sabah with 222,670 land titles covering
1.2 million ha (Annual Bulletin of Statistics, 1991: 73). The demand for
land has shown little sign of abating, as there already was a massive
backlog of 100,000 pending applications in 1992 (WWFM 1992: 109).

In spatial terms, the Sandakan and Tawau Divisions in the eastern
part of Sabah had 64,100 land titles covering 776,296 ha. The West
Coast Division gave a greater number of land titles (97,993), covering
a smaller area of 224,352 ha duc to the higher concentration of popu-
lation in the West Coast Division, its mountainous terrain and the little
land available for alienation. The castem frontier regions have smaller

populations, but larger tracts of land have been alienated there, e.g.
for pl agriculture. | | of “modern” land tenure in
areas unsuitable for sedentary agriculture has been problematic as the

traditional swidden system was more ecologically sensitive while con-
servation considerations hardly figure in more modem land practices.

Besides pressure from ruling coalition politicians for the govern-
ment agencies to open up schemes in their constituencies, collusion
ians and actors for land d contracts

I d'to o lrupal

between p
and logging concessions all ¢ ging
projects for gain. In other words, besides vote-secking, projects have
also been motvated by rent-secking, Also, as in Sarawak and Peninsular
Malaysia, development schemes have been used as pretexts to grant
timber concessions (Vincent and Hadi 1991: 22). Contractors who
develop projects on behalf of the parastatals and supply agricultural
inputs are the main beneficiarics. While forest loss for financially and
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cconomically viable and sustainable agricultural projects may be
unavoidable, forest loss due to poorly conceived projects is indefen-
sible. Forest loss has created iderabl i problems due
to soil erosion, siltation, pollution and loss of biodiversity.

Land Use

The area under agriculture in Sabah increased considerably from
about 123,500 ha in 1960 to 691,329 ha in 1990, 1,048,999 ha in 1996
and 1,174,177 ha in 2000, i.c. an annual average of about 19,000 ha!*
Although impressive, these figures only refer to the “major crops”,
namely cocoa (2.7 per cent), oil palm (3.8 per cent), rubber (1.2 per
cent), coconut (0.8 per cent), wet rice (0.5 per cent) and dry rice (0.2
per cent). Together, they accounted for 9.2 per cent of the state’s total
area of 7.4 million ha (see Table 4.1). The area under agriculture would
have been greater if other agricultural land use including
market gardening, pepper, tapioca, coffee and fruit) were included.!!
According to one calculation (Ti and Yee 1989; 236), as much as 30,700
ha are planted with fruit and “other food crops.”

The total land area devoted to cocoa, oil palm, coconut and rubber
in 2000 amounted to 1,127,414 ha. With government promotion of

Table 4.1 Sabah: Major Crop Arcas, 1990, 1996, 2000

1990 1996 2000

Share of Share of Shar of

Hectars Tot. Land ~ Hestarns Tot. Land  Hectares Tot. Land

Ara (%) Ara (%) Ara (%)
Cocoa 205976 27 11736 15 42403 06
Oilpalm 281486 38 746222 10.1 970,715 13.1
Rubber 92051 12 920466 12 90812 12
Coconut 59227 08 5059 07 23434 03
Wet rice 34641 05 38701 05 36294 05
Dry rice 17958 02 1,284 02 10519 02
Total 691329 92 1048999 142 1174177 159

Note:  Total land area: 7.4 million ha.
Sources: Amnual Bulletin of Statistics, Sabab, various issues.
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Table 4.2 Sabah: Major Crop Arcas by Culavators, 2000

Cmp Private Govemment Small- Taral Total
Plantations — Agendes bolders Ara (ba) A (%)
Cocoa 19.772 500 38
(46.6) (1.2) mmm
(nl Palm 764,248 156,106 50,361 970,715 86.1
(78.7) (16.1) (5.2) (100.0)
Coconut 682 282 22470 23434 21
@2.9) (1.2) 95.9) (100.0)
Rubber 2,615 9,781 78,416 90,812 8.1
29) (10.8) (86.3) (100.0)
Toral 787317 166,669 173428 1127414 100.0
(69.8) (14.8) (15.4) (100.0)

Notes: Figures in parcntheses are percentages.
General definition - Estate refers to continuous or uncontinuots
area more than 40.47 hectares (1,000 acres) under a single legal

ownership while smallhold

refer to or s
arca less than 40.47 heetares (100 acres). However, land development
schemes (FELDA and others) are included as smallholders although
some land schemes may individually be more than 40.47 hectares
(100 acres).

Source: Yearbook of Statistics, Sabah, 2002, Table 4.1.

export crop agriculture, 1,023,168 ha, or 13.8 per cent of Sabah's total
land area was used for cocoa and oil palm cultivation. When cocoa
statistics were first collected officially in 1976, the two crops accounted
for just over one per cent of Sabah's land arca (79,103
were mainly grown in the eastem parts of the state where conuguous
large tracts of land required for plantation development were still
available. Table 4.2 shows the main crops contributing to Sabah's
agricultural expansion.

These crops

Agriculture can also be classified into three main types: plantation
crops (both private and public sector), smallholdings (both n‘uxcd crops
and monoculture) and shifting | Private sector f
have dominated cocoa cultivation, accounting for 68.8 per ccm of the
land planted with cocoa. Private and public sector involvement in oil
palm is almost equal, with 48.8 per cent accounted for by the private
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sector and 49.5 per cent by the public sector. The large roles played
by both sectors have been duc to official policies promoting oil palm
cultivation as well as f: ble private sector resp to easy land
access and attractive palm oil prices.

In the public sector, FELDA and SLDB have been the biggest
players. The SLDB had 53,299 ha under oil palm (and some rubber),
while FELDA had over 100,000 ha alienated, with some 80,000 ha
already developed. (These figures for SLDB and FELDA refer to the
total scheme areas under their jurisdiction, and not just to the arcas
under the crops.) Both these agencies preferred oil palm as their main
crop becausc it grows better in “marginal soils”. The llholders’
share of oil palm in Sabah has been minimal (1.7 per cent), probably
duc to high development costs and the need for links with marketing
and refinery outlets.

Coconut cultivation, mainly in the north and in coastal areas, is
dominated by sm'\]lhnldcn (9 9 per cent), who usually practice mixed

iculture t0 food prodi with cash crop
nncnmm and to pn)u:c( themselves from lhc vagarics of the market.
Private plantations (12.7 per cent) and govemment agencies (14.4 per
cent) have relatively minor roles. It is likely that the land area under
this crop has stabilized at just under 60,000 ha. However, it is not
known to what extent primary forest has actually been cleared for
coconut cultivation.

The area under rubber has also been stable. In fact, it is the only
major crop that has experienced a decline in land area in recent years.
Land under rubber was consistently above 100,000 ha from 1965 untl
1981, peaking at 110,000 ha in 1974 before declining to 92,051 ha in
1990. The actual amount of land originally cleared for rubber is higher
as there are many abandoned or “inactive” rubber stands. This decline
can be attributed to private interests shifting to oil palm and cocoa
with the falling price of rubber. Plantations only accounted for 8.9
per cent of rubber land, but private interests as a whole were more
significant, mainly due to llholders not on g h
(83.6 per cent). As noted earlicr, the govemment had actively promoted
rubber as a smallholder crop from the 1950s by providing a range of
incentives and support services.

While data on sedentary agriculture is problematic, information on
shifting cultivation is fraught with even more difficulty. Official five-
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year plan documents have not offered figures on shifting cultivators
in their analysis of poverty groups in Sabah. Shifting cultivation has
{oubtedly caused def ion, but esti g its extent depends
on which sources are most credible. Unlike in Sarawak, there have
been few recent studies of shifting agriculture in Sabah. Practices have
varied over time and by community, depending, among other things,
on the topographical features of available land. As in neighbouring
Sarawak, there are three main practices: nomadic, swidden and a mixture
of swidden and sedentary farming.'? [For more information on shift-
ing cultivation, sce Lee (1965), Landgraft (1956), William (1960, 1962),
Harrison (1971), and the sources quoted in Chapter 5 on Sarawak.)
Amguably, shifting cultivation has long contributed to long-term
forest clearance in Sabah as it was the dominant agricultural practice

long before agricultural sedentarization was accelerated by govern-
ment intervention from the 1950s. But there is reason to believe that
the extent of swidden agriculture has declined considerably over the
past four decades as some processes — which led to its decline in
Peninsular Malaysia — have increased in Sabah, with similar effects in
Sarawak. It has also been suggested that shifting cultivation has
historically been less extensive in Sabah than in Sarawak (World Bank
1991: 24). Henee, it is very likely that in the area under shifting,
culuvation has been declining, and that where it survives, old plots
a system of agriculture, swidden

are probably being recycled.
practices have long been regarded as ccologically benign and appro-
priate — the practice has relatively litdle impact on existing primary
forest while land already cultivated regains secondary forest cover
during fallow periods.

Without any reliable studies or figures to depend on, it is difficult
1o arrive at any meaningful conclusion about shifting cultivation in
Sabah, including its role in defc A rough idea of the extent
of shifting cultivation may be gleaned from the few available sources.
A 1976 study estimated that 14 per cent of Sabah's land area has been
under shifting cultvaton (Senftkben 1978: 192). In 1989, the Forestry
Department, which has long been against the practice, claimed that
an estimated 1.1 million ha, or 14.8 per cent of the total land area of
Sabah, was under shiftng cultivaton. If these figures are credible, it
would suggest that shifting cultivation stabilized between 1976 and
1989. Using Food and Agricul C ization (FAO) est Gillis
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(1988: 121) asserted that more than half the annual deforestation
between 1975 and 1985 was due to shifting cultivation, though itis
not clear if the re- culnvauon of previously clumd fallow land has been
properly idered in making this esti
The likely small increase in shifting cultivation needs some ex-
planation. To the casual observer, it would seem that encroachment
into the forest — say, over the past two decades — has been linked to
population increase, poverty and land shortage, the three classic causes
of forest encroachment clsewhere in the world. This does not seem
to have been the case in Sabah. Although the state has the highest
annual population growth rate (3.7 per cent) of all states in Malaysia,
a significant cause of this high rate has been the influx of immigrants
from the Philippines and Indonesia. In 1980, the forcign-bom popu-
lation made up about 13 per cent uf rhc total pnpulanon of Sabah.
A decade later, the immig; had i d to around 29
per cent of the total estimated popul:nuon of about 1.7 million. These
forcign workers, both legal and illegal, make up a large part of the
work force in the plantation, construction and timber sectors, and have
placed heavy demands on public services such as health and education.
However, there is very little, if any, evidence of these foreign immi-
grants encroaching on their own into forests to any slgruﬁcam dcgmc
There is litde doubt that forest ¢ ion to Y) ag:

= that is, not including shifting cultivation, logging and plantation
forestry — has been rapid and substantial in recent decades. By 1990,
over 691,329 ha of forest had been converted for agricultural use. If
the 30,700-ha estimate for “other crops” is added, then the area under
agriculure was 722,029 ha, or 9.7 per cent of the state’s total area. In
view of the Land Capability Classification’s 1976 estimate that only
7.6 per cent of Sabah's land was suitable for agriculture, then at least
28 per cent of agricultural land was in areas not suitable for agriculture.
(An accurate picture of the extent of cultivation of unsuitable land
cannot be ascertained without comprehensive land use surveys.)

Recent Agricultural Expansion

Unlike Peninsular Malaysia, where deforestation due to agricultural
expansion appears to have declined due to higher agricultural labour
costs and the lack of suitable agricultural land, it appears that Jand
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development in Sabah continued well into the 1990s, partly driven by
the desire to offset the decline of revenue from the timber industry.
While private sector expansion has been driven by the prospect of
high financial retums, better economic returns and enhanced rural
living standards from perennial crops have been central to the agri-
cultural devel cfforts of g agencies.

Opinions vary as to how much more agricultural expansion is
possible in Sabah. One study concluded that given constraints — such
as soil y, terrain, ibility, and ing labour costs —
it is unlikely that more than 25 per cent (or 1.85 million ha) of Sabah’s
total land area can ever be used productively for agriculture (WWEM
1992). In practice, agricultural expansion is already encountering
increasing constraints, with more demands for stricter land conser-
vation and alienation. It could be argued that there is some pressure
on land in a few areas, but the overall population density of only 22
persons per sq. km. suggests that land pressure is not a major reason
for deforestation. This angument is even more persuasive when one
considers migration out of rural areas into the growing urban centres
(Yaakus and Sidhu 1989). Yet, while a land shortage may not actually
exist, the perception that there is one could be significant, though this
is very difficult to prove.

Poverty is often also presented as a reason for forest encroachment.

Again, this may be a factor in certain areas: for instance, in the Beng-
koka Peninsula, where much of the forest cover is secondary. However,
itis hard to prove a connection between poverty among shifting
cultivators and increased deforestation.!? The claim that Sabah has a
relatively higher poverty must be balanced against two considerations:
first, as mentioned earlier, the official figure for the incidence of rural
poverty (35 per cent) has to be regarded with some scepticism; second,
some rural communities may be “cash poor”, but self-sufficient in
termss of food and shelter, and thus should not be deemed poor solely
on the basis of cash income measure (Shireen Hashim 1995).
The recent legal recognition of NCRs may gnc the impre:

ed forest encroact

sion of

by rural luding some

involved in shifting cultivation. However, with growing land nlicnatiun
across rural Sabah to “outsiders” over the past two decades, rural
communities have resorted to asserting NCRs as a defensive measure
to protect their land, which has increasingly come under threat. Access
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to rural land, especially in remote arcas, has been facilitated by an
extensive and growing network of logging and other roads. Rural com-
munities have also exy | their at larg I h-
ment by agricultural development agencies into their areas. Ironically,
one way of attempting to protect their land is to fell trees as proof
of use to invoke NCR clims (WWFM 1992: 183). But the World Bank
Report regarded such land of encroachment as still modest in scale
and mainly concentrated near logging oads. The report suggested that
land availability outside the PFEs has limited the threat to protected
arcas (World Bank 1991: 24). Furthermore, the lamge contiguous tracts
of land desired for plantations are no longer casily available.

This sort of action by rural communities is commonly directed at
parastatals. For example, SAFODA’s Bengkoka forestation and settle-
ment scheme in northern Sabah has been the source of considerable
conflict between communities fearful of losing land held under NCRs
[CEY ] with land acquisition powers. Depleted of
forests and having limited commercial agricultural potential due to poor
soil conditions, the Bengkoka Peninsula has been classified as being
suitable only for lamge-scale forest plantation development. Having
encountered much resistance, SAFODA was forced to recognize the
rights of some communities to native customary land. In other cases,
communities were told to resettle elsewhere or risk being forcibly
regrouped beyond the project’s b daries. Lange-scale
by parastatals has also led to the disruption of traditional livelihood
although such disruption is not entirely negative if accompanied by
viable altemnatives. In the case of the Bengkoka scheme, however, the
affected communities’ choices were limited to becoming settlers within
a fined and lated i (the settl scheme) and
cxisting on the margins, with decreasing access to resources essential
for one’s livelihood.

In terms of land use, tree crop plantations and smallholdings can
produce yields on a long-term basis. High yiclds can be sustained
through a bination of imy d planning, harvest-
ing, fertilization, pest control ques and agro-chemical inputs. No
attempt is made here to examine the financial and economic feasibility
of tree crop land uses. The development and longevity of tree crop
agriculture plantations, smallholdings, and development schemes in
Malaysia have been studied clsewhere (Vincent and Hadi 1991). There
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is evidence of the long-term financial feasibility of major tree crops
such as oil palm, rubber and cocoa (Vincent and Hadi 1991: 18).
However, the financial feasibility of private sector involvement and
the ic feasit of develop schemes are partly negated
by their adverse environmental impacts. Negative environmental
externalities have generally been largely ignored in most cost-benefit
assessments of the desirability of such land use in Malaysia.
Environmental impacts were not assessed in the 1960s and 1970s,
when many such projects were initiated. Even today, environmental

externalities are only partly incory | into project This
is especially in view of ing encroack into forest
areas lered less suited for agricull without large infusions of

agro-chemical inputs. In this context, market forces have led to the
expansion of private sector investment in tree — especially plantation

— crop agriculture and of g i d land dev
schemes, often motivated by political considerations. Vincent and Hadi
(1991: 23) asserted that inadequate cost-benefit analysis as well as
market and policy failures had led to excessive conversion of forest
land to agriculture and ¢ q negative envi | impact.
However, this does not mean that excessive conversion would not have
taken place if environmental impacts had been given due consideration
since political considerations among others would have encouraged
excessive agricultural expansion,

Historically, moderate-to-high positive rates of return for govern-
ment and parastatals sponsored projects meant that these ventures
camed acceptable retums on public investment funds.™ It is quite likely
that certain projects in Sabah met such expectations, but collectively,
g0 I luding icultural agencies, were a net
drain on the govemment’s Statutory Fund. The Statutory Fund covered
expenditure allocated to about 13 state agencies, more than the next
two major expenditure items, the Chicf Minister's Department and the
Treasury (Pang 1989: 115). In 1986, total loans outstanding to this
Fund amounted to RM1.8 billion.

Most agencies were unable to even pay the interest due (Pang 1989:

All the agencies were Ived in some I actvities,
especially the largest three in terms of investments, namely the SLDB,
the RDC and the Sabah Economic Development Corporation
(SEDCO), with only SEDCO not directly involved in agriculture.!
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Mismanagement is the most oft-cited cause for the sluggish perfor-
mances of the govemment agencics. The reasons why the government
has not closed down some problematic parastatals!® are complex. The
parastatals are a major source of employment in both urban and rural
areas; offering services which other govemment departments do not,
and constitute an important component of the state’s cconomy. Their
presence in the countryside is the most visible symbol of government
intervention in the rural cconomy, and is useful in dispensing political
patronage by awarding contracts, other privileges and incomes to
supporters. This combination of reasons makes closing down a
parastatal, especially a major on, a risky proposition. This does not
imply that if there had been fewer rural-oriented parastatals, there
would have been less agricultural expansion, as the few could have
grown to pick up the slack.

Sabah shares a number of common features with Peninsular Malay-

sia and Sarawak in terms of its experience of agricultural P

and forest loss, but there have also been some marked differences. The
colonial impact transformed land use prioritics, ownership conditi
and the nature of devell , as the v became i ingly

Bly
oriented to commodity exports. But the particularitics of Sabah’s geog-
raphy, demography and history, the relationship between the BNBC
and indigenous people, the influx of foreign labour and the earlier
beginnings of its logging industry have distinguished its experience.

Post-independence policies have involved more similarities and
fewer differences. The nature of the federation has resulted in federal-
state tensions. However, while there are some similarities to problems
faced by other states, especially Sarawak, there are also important
differences, e.g. the rise of Kadazan nationalism and capture of the
state gov by the Kad: led Parti Bersatu Sabah (PBS)
contrast with the failure of the “Dayak-nationalist” Parti Bansa Dayak
Sarawak (PBDS) to prevail in Sarawak. Within Malaysia, Sabah most
resembles Sarawak, in that both state governments have stressed
diversification of the ¢ dity sector in lar as well as of the
cconomy in general, ¢.g. through industrialization. Such diversificati
has been limited, and has encouraged further exploitation of timber
resources for state revenuc. Significantly, this has been managed by
the Sabah Foundation, in contrast to less centralized arrangements in
Sarawak and the peninsula. And although the state has had a higher
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rent capture rate than both Sarawak and Peninsular Malaysia, it has
failed to convert this to ensure more sustainable development of the

y or less def ing lar, posing some major chal-
lenges for the future.

Sabah has continued to open up new land for agricultural
development. In the late 1980s, FELDA switched attention from
Peninsular Malaysia, which was almost exhausted of cultivable land,
to Sabah. Encouragement of the private sector from the cightics has
accompanied a reduced role for the parastatals that were so important
in the late 19705 and carly 1980s. Unfortunately, conservation and other
environmental considerations have fared worse with the private sector
in charge. Land legislation, in particular the liberal land alienation
system, needs a serious overhaul, not only to protect existing NCR
land, but also to check land misappropriation and misuse. This misuse
of land stems from a policy failure to conceive of an appropriate
overall land-use policy for the state, which would consider broader
issues such as social equity and productivity improvement.

With the “politicization™ of the timber industry and the need for
more state revenue in the absence of altemative sources, logging has
been well in excess of sustainable levels, despite reasonably good
policies on paper, including production quotas and encouragement of
downstream processing. Detailed policy alternatives for the forestry
sector have already been comprehensively covered by the World Bank
study. They include improving logging practices and procedures,
maintaining residual forest
areas, increasing royalty levels and other rent-capture mechanisms, and
strictly enforcing the responsibilities of licensees and their agents. But,
as in Sarawak and Peninsular Malaysia, no policy measures will have
much success without political will, which has been compromised by
tumber industry interests.

minimizing carly re-entry into logged

DEFORESTATION
Logging, 1963-1990s
Despite various initiatives to open up new land and to develop the
agricultural sector, these initiatives made relatively limited contributions

to state revenue GDP and exports undl the late 1970s. Instead, timber
and petroleum have been crucial for Sabah’s exports. The importance
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of timber is not a recent phenomenon. Unlike the situation in Sarawak,
timber in Sabah was already its most important export by 1958, when
it displaced rubber as the single most important export camer. Timber
has also been a major source of political largesse since the 1950s. By
the time of independence in Malaysia, the timber industry was already
important for export carnings, govemnment revenue and state politics.
These considerations have continued to impact on the exploitation of
Sabah’s forests, as well as the clearing of forest for agricultural
expansion. Several recent studics!” describe forestry sector policics,
practices and dynamics in Sabah.

Revenue

As a subset of land, forest use is the prerogative of state govemments
in Malaysia. Sabah is no exception. Forestry revenues accrue directly
to each state, but downstream activities pay federal taxes, which accrue
to the federal government. As such, downstream activities have not
been a priority for state governments. Sabah’s timber royalty rate is
the world’s highest, and is structured to yield the state govemment an
increasing sharc of log values (Gillis 1988: 128). As Table 4.3 shows,
before the nineties, the bulk of Sabah’s timber exports was in the form
of logs. Subsequently, sawn timber 1a lager share of export
revenuc. This shift has come with the reduction of logging activity.
‘The importance of timber revenue to total Sabah state revenue, and
its changes over time, can be gauged from Table 4.4.

As in Sarawak and Peninsular Malaysia, state govemnment desire for
revenue has undermined forest conservation in Sabah. State forestry
policies are comprehensive on paper; the problem therefore lies not
in the lack of framework. lndccd the main forestry problems reflect
poor policy impl and not flaws in the
policies themselves (World Bank 1991: 21), The main government
priority appears to be high levels of state revenue in the short-term.
For example, as the desire for such revenue rose, the govemment de-
gazetted protected forest areas. The de-gazetting of the southeastern
part of Kinabalu Park for cnppcr mmmg for example, led to ex-

dinarily complex

On paper, the system of pm:ccuon resembles the situation in the
other two Malaysian regions. There are also shortcomings in the forest
classification system that has a bearing on deforestation and forest
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Table 4.4 Sabah: Forest Revenue and Total State Revenue, 1963-2001
(RM million)

. Fonst Total State Forest Revenue as
Mear Rerenue Rervnse % of State Rerense
1963 141 977 144
1968 673 159.2 23
1971 955 1833 521
1974 2401 3804 631
1977 4970 7163 694
1950 1,098.6 15383 714
1983 805.0 13157 612
1986 5527 10995 503
1989 9122 17440 523
1992 8565 20047 427
1995 6027 14753 409
1996 15245 379
1997 57. 14228 392
1998 3212 12189 264
1999 3503 12580 283
2000 3424 12252 279
2001 2416 1,199.4 201

Sources: Annual Bulletin of Statistics, Sabab, various issues
Annual Report, Department of Forcstry, Sabah, 1997.

conservation in the long term. For instance, 64 per cent of the state’s
land arca has slopes greater than 25Y, yet existing Protection Forest
Reserves accounted for only 1.4 per cent of this land area (World Bank
1991: 159). There are extensive tracts of steep forested state land in
central and westem Szbah not given any type of lcgal protection. The
growth of this category is img for and to
existing Protection Forest Reserves damaged by logging and fire.
‘There are several institutions in Sabah involved with forestry-related
policies and regulatory functions, including the Sabah Forestry
Department (SFD), the Sabah Foundation (SF), SAFODA and the
Chief Minister’s Department. The precise division of responsibilities
has been unclear at times, but the SFD is generally responsible for
the protection and management of all forest reserves and other
natural forests, except those on alienated land, in designated parks and
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on land all 1o Is. As mentioned above and elaborated

below, the official rent capture rate has been much higher than in the
other two states.

Forest categories in Sabah include the category of “Permanent
Forest Land”, which refers to land reserved by the state for forestry
and forest conservation purposes. Such land includes forest reserves,
parks and land allocated for specific timber production and planta-
tion forests, mainly the preserve of govemnment parastatals. The term
“Permanent Forest Reserves™ (PFR) refers to the existing array of
forest reserves d i for ibly p legal conservation
in the Forest (Amendment) Enactment, 1984 (WWEM 1992: 157),
The objective of establishing PFRs is to ensure that enough forested

land is conserved in perpetuity.

The first new forest legislation introduced in Sabah after 1963 was,
the Forest Enactment, 1968. All matters relanng to natural forests fell
under the junsdiction of this enactment, which provided for the
creation and management of forest reserves as well as for the exploita-

ton of forest produce from state land outside the reserve system,
Existing PFRs arc the outcome of an amendment to the Enactment
in 1984. A major weakness of the Enactment, as it stands, is that it
does not prescribe any forestry sector management planning process
(World Bank 1991: 18).

The Forests (Amendment) Enactment, 1984, classified forests into
the following categorics: Class 1 (Protection), s 11 (Commercial),
Class TTI (Domestic), Class IV (Amenity), Class V (Mangrove), Class
VI (Vingin Jungle), and Class V11 (Wildlife). These essenti ly functional
classifications differ from biological forest classifications, and thus
obscure certain rare or localized forest types by uts focus on functional
categories. The prerogative of deciding which forest reserves categories
can be used for timber production lies with the state government, and
there is presently no legal prohibition on logging any class of forest
reserve other than Protection and Vinzin Forests (WWEM 1992 163).

However, in 1989, the SFD issued policy recommendations that
were more specific than carlier state policies. These recommendations
included suggestions for actions to be taken. Faced with a declining
umber resource base, the recommendations sought to achieve the
long-term sustainability of the sector. They included suggestions for
reduction of annual timber harvests, scientific forest management,

~
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forests to d d state land, overhauling the
system of fccs charged for logging, and more conservation on state
land. These suggestions not only reflected increasing concems about
deforestation in the state, but also followed the broad principles of
the Sixth Malaysia Plan (1991-95), which called for forestry resources
to be managed on a sustained yield basis. Further, at the state level,
the Sabah Action Blueprint (SAB), introduced in 1987, stressed the
need to develop domestic downstream processing to promote forest-
based manufacturing.

There are some areas of policy concem. For instance, there is in-
adequate statutory protection for biodiversity and wildlife reserves.
Logging, both licensed and unlicensed, has taken place in wildlife
reserves; therefore biodiversity, whose importance is increasingly
being recognized, should be panied by d; to existing
to provide suffi statutory | ion for forests.
Contlicts between natural resource extraction and other types of land
use have arisen because natural resource planning has mostly been on
an ad bocbasis, compounded by an apparent lack of mechanisms for
rural land use planning.

The SFD proposed to convert an estimated 262,000 ha — designated
as Commercial Forest Reserves and part of a wildlife reserve — into
Protection Forest Reserves (WWFM 1992: 159). Similarly, it has

ded that areas be id 1 and reserved for rural com-
munitics to practice shifting cultivation with security of tenure. Existing
arrangements do not cover all remaining forestand in the state. Virgin
Jungle Reserves, for example, should be conserved intact for research
purposes and to preserve biodiversi

Logging Concessions

In broad terms, Sabah’s forestry scctor has come full circle from the
monopoly situation in the early part of the century to becoming an
oligopoly before reverting to monopoly status. The BBTC’s monopoly
from 1919 until 1952 was followed by entry and dominance by other
forcign concessionaires until 1966 (three years after independence),
when the Sabah Foundation was established to oversee Sabah forest
estates. Since then, the private sector has secured rights to log fm:st-
land under the “c ion system” of licensing timber




Deforesting Malaysia 136

from given arcas of land'® for fixed periods. This power to award
concessions has been the most important basis for political patronage
at the state level in Malaysia, including Sabah.

Licensees usually receive concessions as political favours or, in the
case of parastatals, duc to privileged political access, ostensibly in the
public interest (Gillis 1988: 22). In most cases, licensees sub-contract
logging operations to third parties, assume no supervisory or
managerial responsibilities, and are not held accountable by govern-
ment agencics, Public exposures of various abuses of this system have
brought about significant changes in the manner by which concessions
arc awarded. In carly 1995, a new system of awarding timber conces-

sions by tender was introduced by the new state govemment, putatively
in a bid to “put an end to money and timber politics in Sabah” (Star,
30.12.94). The Sabah Foundation is now also required to bid, like
anyone else, under the new system. The ostensible reason is to :\Jlo\t
from the indig

a greater range of people, es
to participate in the umber Amlus(q compared to the past, when
concessions were restricted to the politically influential clite.!?

Sabah Foundation

In many ways, the creation of the Sabah Foundation (SF/2 served to
consolidate the relationship between politics and timber, the most
mportant natural resource under state control. By 1979, this link had
been further strengthened when the SF was made a statutory body
of the state government. The SF’s history is one of noble official
socio-cconomic objectives mixed with poor management and some
abuse of its vast forest concessions. The establishment of the SF in
1966 signalled the beginning of a new phasc of forest exploitation.
Four years after its creation, the state government granted it a 100-
year licence to 972,800 ha, supposedly for the “advancement of
education and the relief of poverty” in the state (World Bank
1991: 19). Setting up the SF was also expected to enlarge the state’s

revenue base.

The SF has not only :uncmmcd as a development 1::ch\ particu-
larly for p 4 | access and
but has nlsn disbursed camings from its huge concessions in Lhc form
of annual cash payments to all Sabahans over the age of 21 years.2!
Since its establisk , the SF has expanded its ial assets by
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entering into joint ventures with overseas and domestic partners, e.g.
in processing, shipping and plantation agriculture, to name just a few.
Most of lhcsc joint ventures were undertaken through its investment

arm, | C ion Ltd. Innoprisc lost hundreds of millions
of ringgit bcmccn l‘)ﬂ() and 1994 (New Straits Ilmzr 21 Fchm:ry
1995), and has been susy 1 of abuse and T Mal,

and irregularities in the sale of logs as well as non-cumpliam:c with
the Forest Management Plan (FMP) have been discovered. In the case
of the former, the sale of undervalued logs — a common practice —
1o two companics resulted in losses of an estimated RM112 million.
Accelerated logging — in violation of the FMP - had exceeded the
logging schedule by 20 years. Of the total concession arca of 972,800
ha, only 323,939 ha were supposed to be logged under the FMP, but
the actual area logged was 497,950 ha, an excess of 174,011ha, or
54 per cent.

Innoprise became a diverse conglomerate with no corporate focus,
but still relied heavily on timber revenue despite its varied portfolio.
The SF was apparently unable to control Innoprise.?? Mismanagement
and endemic corruption were two reasons why the Foundation was
in arrears in paying royalties on harvested imber (World Bank 1991:
28). Staffed by political appointecs at the senior management level, it
obtained govemment approval to accelerate its log harvest rate in order
to pay off its arrears despite objections from the Forest Department23
These revelations emerged as a result of a restructuring of the SF by
the new state government, which introduced a tender system for
awarding concessions and planned to make it mandatory for licensees
to undertake reforestation (New Struits Times, 23 February 1995).

Forestry Parastatals

The increase in the number of agricultural parastatals in the late 1970s
was panied by the issioning of new agencies to pursue
agro-forestry programmes. Of !hc major :[,cncles SAFODA has an
additional objective of fe y lop Itis
involved in northem Sabah in lhc gkoka integrated rural develof

1 fi 1

ment scheme, the state’s only scheme with as
the main forest crop. SAFODA's overall objective is to build up a
future forest resource, including stocks of rattan and bamboo, by
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reforesting denuded arcas on the west coast and in the north. Other
such agencies include Sabah Softwoods (a subsidiary of Innoprise) and
Sabah I‘()msx Indusmts (SFI). Sabah Softwoods is the only lamge-scale
; forest pany in the country, which by one
count has reforested about 60,000 ha of previously logged areas.

SFI was established in 1982 to set up the first integrated pulp and
paper mill in Malaysia at Sipitang in southwest Sabah. The project has
undoubtedly created long-term pressures on the natural forest to
provide raw material for the mill. SFI has sccured a concession of
nearly 300,000 ha, including the Gunung Lumaku Commercial Forest
Reserve and the Sungei Padas Commercial Forest Reserve, where
large tracts of forest were cleared and planted with scotch pine2!
While no information regarding the project’s viability is available, its
sustainability has been questioned, especially in the context of
nternauonal competition and the fact that the mill is quite a distance
from natural softwood stands (Gillis 1988: 138). The project cost
US$560 million — a very large amount for the state’s economy. There
have been plans to privatize the project since the 1990s, as it had

long been a drain on government funds. Since tree plantations or
agro-forestry projects are only marginally viable financially, from an
cconomic point of view, it would make more sense if these projects
were established on denuded or degraded land (World Bank 1991: 69).

Parastatals in Sabah have a dominant share of the forest con-
cessions with long-term tenure. They are generally powerful and
influential enough to over-ride the mostly supervisory role of the
Forestry Department. As the World Bank (1991) report has noted,
none of the variations in forestry practices have made any signifi-
cant difference to the quality of forest management which, contrary
to the policy rhetornic, has been mostly oriented to forest extraction
in the short-term (World Bank 1991: 22-23). The larger firms claim
to adopt a longer-term outlook, by referring to their longer con-
cesstons and by halving their annual harvested arcas. They probably

did so because of their limited processing capacity, restrictions on log
exports and with the hope of “squeczing” out the smaller indepen-
dent loggers.

Etforts to umber-based f: in Sabah only
began in 1')") Prior to this, unualh‘ all forest timber exports were
unprocessed logs. The purpose of imposing log export quotas was to
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encourage saw-milling in the state.> However, increased saw-milling
capacity raised demand for round logs, thereby increasing — instead
of relieving — pressure to log the forests (WWEM 1992: 186). Down-
stream processing as a policy measure to diversify the economy was
given further official s:mcunn in d-.c Sabah Action Blueprint of 1987,
which sought to p ion of the y through
industrialization and a greater role for private sector participation. In
policy terms, banning or restricting round log exports to encourage
domestic downstream processing has actually increased the pressure
to log.

Federal-State Relations and Logging

Sabah politics has imes strained federal relations, esy y
when Sabah was govemed by a party not part of the national ruling
coalition. In 1993, when Sabah was ruled b) the opposmon Parti
Bersatu Sabah (PBS), the federal go
ban on round log exports from Sabah, with the suucd nh|ccmc of
conserving forest resources and ensuring enough timber for the
nascent domestic wood-processing industry, which was operating at
only 50 per cent of capacity. The Sabah state govemment viewed the
ban as politically motivated by the federal government to undermine

the state government’s authority.20
The federal government action proved that it has powers at its
disposal which can constrain a state government’s forestry policy, in
the ostensibly “national interest”. Other available federal instruments
include taxation, lending to state go trade and industrial

lation, and Envi | Impact A (EIA) qui

However, the actual appli of these i or as
part of a package, requires considerable political will bccausc the
constitutional framework of the country vests forestry rights with
state governments. The heavy-handed intervention of the federal
govemment in Sabah — to the point of arraigning then Chicf Minister
Joseph Pairin Kitingan on corruption charges — was seen as an act of
political revenge because of his carlier abandonment of the federal
Barisan Nmonal ruling coalition to join the oprposmon. Although state
ices have been hout Malaysia, no

sxmdau- action hzs been taken against other state government leaders.
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Logging and Deforestation

Different sources present conflicting information about the extent of
deforestation in Sabah duc to logging. More often than not, the data
are not casily reconcilable: i ly reliable infc ion is not
readily available. Most of the information used here is drawn from
the already oft-quoted World Bank study of forestry in Malaysia and
the Sabah Conservation Study undertaken by the World Wide Fund
for Nature Malaysia (WWFM). These two studies present different
figures, mostly esumates. Following our carlier discussion in Chapter
2 about problematic definitions, it is pertinent to reiterate that for the
World Bank, “forest arca™ is based on the statutos
fication of an area, racher than on the actual physical existence of
forests (World Bank 1991: 3); Table 4.5 reviews the status of Sabah's
forests in 2001 according to the Bank.

Over a 25-year period, the arca of Sabah's forests dwindled from
an estimated 6.05 million ha in 1966 to an estimated 4.2 million ha in
1991, involving a loss of 1.85 million ha, i.c. an average annual loss
of 74,000 ha. This figure is close to the 1980-85 estimate of 76,000

v land use classi-

Table 4.5 Sabah: Status of Forest Arca, 2001 (hectares)

Land area

Forest arca

n Forest

Park/Wildlife Sanctuaries®

State forest/State land 3,531,679

Forest Reserve, of which: 3594514
- Protection (Class T) 342216
- Communal ss 11
- Domestic (Class 11Ty 335
- Amenity (Class 1V) 20767
— Mangrove (Class V) 316,024
~ Virgin jungle (Class V1) 90,382
— Wildlife (Class VII) 132,653

Note: * Includes a wildlife reserve arca of 140,000 ha, which is also counted
as permanent forest estate, and must therefore be deducted when
computing total forest area.

Source:  Yearbook of Statistics, Sabab, Table 4.21, based on figures from
Forestry Department, Sabah.
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ha per annum estimated by Gillis (1988: 117). Prior to the 1980s, the
rate was probably 60,000 ha per annum, and by 1980, all the state’s
productive forests had been marked for exploitation. Most of the
timber harvested came from the primary dipterocarp forest wide-
spread in Sabah, which has over 350 species of trees. From figures
available for the period 1975-87, the extent of primary dipterocarp
forest was reduced from 37.8 per cent (2.8 million ha) to 11.2 per cent
0 ha) of the state’s land arca (WWFM 1992: 173). Most of this
loss can be attributed to logging. If the harvest rate continued at past
levels, the productive virgin forests in Sabah would have been depleted
by the mid-1990s.

During the 1960s, timber harvest levels began to exceed the es-
tmated maximum annual sustainable

eld — in the range of 2.4 to
6.6 million cu. m. per year — and the policy of gradual reduction
recommended in 1980 was not enforced. Between 1981 and 1991, the
timber harvest averaged 11.7 million cu. m. per year, compared to the
recommended reduced rates ranging from 1.5 to 8.0 million cu. m.
per annum (Gillis 1988: 173-74). The long-term sustainab
forests depends crucially on the health and re-growth of logged-over
forests. A rather optimistic annual growth rate of 2 to 3 cu. m. per
hectare was used by the SFD (Gillis 1988: 175). These estimates are
often based on

best case™ assumptions, which allow re-harvesting
in 25 to 60 years. In fact, there has been considerable disagreement
over these assumptions, and it has been estimated that annual growth
of 1 cu. m./ha would be more realistic (World Bank 1991: 97). In fact,
it has been estimated that 70 per cent of logged-over commercial forest
area was cither deforested (20 per cent) or “poorly to very poorly
stocked with residual trees of commercial species (50 per cent)”
(World Bank 1991: 4).

Since most commercial forest reserves have already been logged
over the past two decades and are still at an carly stage of regenera-
don, it will be a long time before the second cut is possible. State land
forests and agricultural land cl inued to contrit to
umber production from natural forests, but, as predicted at the outset
of the decade, such sources would become less available after the mid-
1990s — unless all state land forests with productive potential became
available for timber production, and are not reserved or alienated for
other purposes (WWFM 1992: 175). Data in Table 4.6 reflect the
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damage and dcplcuon of forests in Sabah between 1975 and 1995, in
icular, the decil of “undisturbed high forests”.

There is no information available on the actual amount of timber
potentially available from sources outside the forest reserves, but it is
unlikely to be in the region of 2.72 million cu. m. per annum, as
assumed by the SFD. Various factors continuc to undermine the
sustainability of logging, since the remaining arcas with higher timber
stands are mainly on steep land or protected as water catchment areas.
Also, forest stands have been bumnt for conversion to agriculture, or
lost to illegal logging, while premature re-logging and shifting cultiva-
tion are still widespread. It was esti 1 that ial forest
reserves would only be able to supply well under two million cu. m.
of timber per year after 1995 (WWEM 1992: 176).

Despite the strong likelihood of ing forest dey in the
state, there is still neither a policy nor an institutional mechanism to
cnsure sustainable forest management outside the forest reserves.’
A strong argument can be made, such as that in the WWFM study,
for a policy to limit timber production on forests outside the reserves,
since much land in the state is unsuitable for agriculture. While this
might make more logging sustainable, it could be agued that there is
just as much, if not more need to promote sustainable forest manage-
ment to conserve biodiversity and protect water resources.

Factors Inhibiting Reduced Logging

The detailed analysis of prices and marketing in the World Bank study
on forestry in Malaysia identifics salient features that have increased
logging pressure. When forests are state-owned, as in Sabah the gov-
emment d the page value that ¢ pay to
the state (World Bank 1991: 114), The balance is sometimes considered
a windfall profit for the contractor and log buyer, with relative shares
depending on each party’s relative strength and other related factors.
Since the mid-1960s, the Sabah govemnment, lnkc other Malaysian state
gov , has i ly changed ires much less than
the full resource rent. As a consequence, state timber revenue has been
only a fraction of the potential revenue from this source.

Reducing, or even shutting down, the np:mtinns of some smaller
¥ Is would be an ic option, esp v with the change
of government in 1994, and its re-election in 1999. The demand for
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timber by the dow: wood essing industry, p d

through reduced royalty and export dux) rates, is another factor™ The
slow development of plantation forests has meant that they currently
supply only five per cent of timber production, instead of the pro-
jected 50 per cent. Due to the long gestation period and the consid-
erable investment costs involved, plantation forestry has mainly been
a public sector activity.?” There is little private sector interest in planta-
tion forestry in existing circumstances, with the state government’s
heavy dependence on logging royalties for revenue, and its concemn
that such royalties have been dwindling. Plantation forestry is not really
a substitute revenue source as taxation could nullify the financial
viability of agro-forestry ventures (World Bank 1991: 15),

Notes

1. There is a dearth of scrious academic studies of the state’s economic
history and recent developments, especially with regard 1o agricultural
expansion and forestry. Analysis of the contemporary situation is hin-
dered by the limited availability of information. For example, information
conceming the practice of shifting cultivation is seriously lacking, as are
data on private sector involvement in export cropping.
For more detailed accounts of the state’s political development, including
the role of timber in Sabah's political cvolution, sce the studies by Ratnam
(1974), Roff (1974), Bedlington (1978) and Ongkili (1985),
It should be noted that figures relating to poverty incidence must be
interpreted with caution due to various complicating factors, ranging
from varying definitions of the “poverty line” to inadequate data
gathering, For instance, shifting cultivation and sctdement schemes were
excluded from the Sabah figures in the Fifth Malaysia Plan, 19861990,
Despite this caveat, the data for 1987 revealed a relatively high incidence
of poverty (35.3 per cent).
For background political analysis, scc Sin Fong Har (1979) and R.O.
Tilman (1976). .
The RDC is often known by its Bahasa Malaysia name and acronym,
Korporasi Pembangunan Desa (KPD),
Upon completion, the FELDA complex will cover an area of 117,630
ha and include a palm oil storage installation and landing slip. The total
cost was expected to be in the region of RM16 billion; 40 per cent of
the cost would be bome by the federal government grants and 60 per
cent in the form of loans (FELDA, Kota Kinabalu 1994).
. The contributing author for this scction was present at this meeting, in
which settlers appearcd bewildered at the idea of a co-operative.

o

-

w
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o

It would have been more appropriate if the project had become a land
distribution exercisc, with supervisory and agricultural inputs provided
by the Department of Agriculture,

. This is pardy based on the personal observations of the contributing
author to this section.

10, For a comparison over a longer time span, the area under agriculture in
1900 was estimated at 16,000 ha, consisting of dry rice (10,000 ha) and
wet rice (6,000 ha). In 90 years, the area under rice cultivation had
increased to just 52,589 ha, with the gradual process of sedentarization
— and the corresponding decline of swidden — meaning that the arca
under wet rice (34,631 ha) was greater than that under dry rice (17,958
ha) in 1990 (Annual Bulletin of Statistics, vatious issucs).

+ Unfortunately, there are few figures available for such land uses, while

those available cannot be checked against other sources.

For a more detailed understanding of the culture of shifting cultivators,

see Lee (1965), Landgraft (1956), William (1960, 1962), Harrison (1971)

and sources quoted in the chapter on Sarawak.

. For instance, it would be interesting to sce the number of persons from
“poverty groups”, especially shifting cultivators, who have been absorbed
into FELDA's Sahabat Scheme on the Dent Peninsula.

14, Studies have shown that the economic rates of retum for public sector

oil palm and rubber schemes exceed rates of retumn for other public

agricultural investments, including an irrigation scheme, an integrated
sugar project, a fish-meal project and an integrated textile mill (Vincent

and Hadi 1991: 35).

“The total investment funds injected into the SLDB, SEDCO, RDC, Sabah

Gas Industrics and Sabah Forest Industries amounted to some RM3

billion — a huge amount compared to Sabah's annual budget of about

RM1 billion (Pang 1989: 115).

16. Onc parastatal, the Sabah Padi Board was closed in 1981. This was un-
doubtedly partly due o its dismal performance, but also due to the federal
National Rice Board (LPN) ~ now Bemnas — taking over its dutics to avoid
a duplication of functions.

17, Including the Sabah Conservation Study (1992) by the World Wide Fund
for Nature, Malaysia; Repetto and Gillis (1988); and World Bank (1991).

18. Licences vary in length. They can be short-term (1-5 years), or longer-
tem (5-25 years). Longer licenses are given for lager concessions (over
50,000 ha), often to parastatals.

19, As virtually all the forest has already been allocated (mainly to the Sabah
Foundation), the new tender system may be a political smokescreen by
the new govemnment since there is nothing to tender unless existing
contracts are cancelled.

2. The Sabah Foundation is known as Yayasan Sabah in Malay.
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These disbursements were not for “poverty relief”, as Gillis (1988: 123)

stated, but for all Sabahans, irrespective of income levels.

22 Impartial and effective monitoring was compromised through the collu-
sion of the Executive Chairman of the Foundation, a political appointee,
with Innoprisc.

23 Similar malpractices also exist in other parastatals that hold large con-
cessions.

24 To ensure the long-term supply of wood, the SF1 also sct up a refores-

tation programme. Land was allocated, and by 1991, an estimated 56,000

ha of tree plantations had been developed. However, progress has been

slow. It was expected that some 50 per cent of the state’s timber
production would be supplied by this project in 1990, but in reality, the

figure was closer to 5 per cent (WWEM 1992: 177).

Licences had been issued for a total of 230 sawmills and 92 other wood-

processing factories by the carly 1990s. There were 157 sawmills and

ather wood processing plants in operation (WWEM 1992: 186). But
there was a slow response (o downstream processing, apart from saw-
milling, because of shortages in skilled labour, high labour costs, irregular
shipping faciities and high shipping costs. The consistency of log supplics

was also of concem to potential investors (Pang 1989: 95).

Political mouvaton was cited as the reason because Parti Bersatu Sabah

(PBS), the ruling party then, had been subject to the wrath of the federal

government following its defecton 1o the opposition camp in the 1990

eneral election.

27 At present, there is no prohibition on logging in any class of forest

reserve other than protection and viin jungle.

As the World Bank report pointed out, royalty reductions for local

processing in Sabah have enabled the wood-processing companies to

9

26.

82

capture more resource rents, allowing the entire investment in a sawmill
w0 be recovered in one year. Cheap logs, of course, encourage waste-
fulness. While difterential export duty rates would include investments
in wood processing, such genemus levels arc clearly excessive.

Forcign investors have shown some interest, mainly to ensure long-term

3

supplies of pulp or chip-wood. Private sector involvement would be
enhanced if there were seeurity of long-term tenure and tax benefits
similar to those received by plantation agriculture. Recently, the Forest
Rescarch Institute, Malaysia (FRIM) signed memoranda of understanding
with private firms interested in reforestation in Peninsular Malaysia and
Sabah. The chairman of one of the firms, Sejat, was Datuk Harrs Sallch,
a former Chief Minister of Sabah. Datuk Harris appealed to the govemn.
ment to provide tax incentives and RM250 million in soft loans. Scjati
has 5,200 ha of plantation forest in eastern Sabah.




Sarawak

The East Malaysian state of Sarawak, located approximately between
longitudes 109°E and 116°E and latitudes 1°N and 5°N, is the single
largest state of Malaysia. Covering an area of 12.4 million ha, it is
almost as large as the whole uf Peninsular Malaysia (13.2 million ha).
However, this vastness of area is somewhat deceptive because of the
physical characteristics of the state and its geography. Bricfly, the hilly
terrain of the interior, covering some 68 per cent of the total land
area, and the generally poor soils, mean that only a relatively small
portion of the total arca is casily accessible to human settlement or
suitable for agriculture. Indeed, a recent study on the agricultural poten-
tial of the state estimated that only some 28 per cent of the total land

area (about 3.5 million ha) is suitable for agriculture. In fact almost
half of this is considered “marginal”, with the remainder classified as
cither “moderately suitable” or “suitable” for commercial agriculture
(Sarawak: Agricultural Statistics, 1986). Thus, in total, only about 207,000
ha are considered to be free of major limitations to agriculture.

Physically, the state can be broadly divided into three zones (Jackson
1976, Cramb and Dixon 1988):!

* The coastal lowlands comprising peat swamp areas and the alluvial
plains of major rivers. This zone has been much altered by urban
and industrial development, agriculture and logging.

An intermediate zone of undulating and broken hill country
stretching from the coastal plains to about ’:(J(l m. above scn lc\cl
This zone is characterized by fz bl ltural

A plurality of the native population is located in this region that
has been subject to logging and to land development schemes in
recent times.

* The mountainous interior extending to the border with Indonesian
Kalimantan and rising to an average height of about 600 m.,
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reaching its highest point at Mount Murud (2,400 m). Minority
indigenous groups are located here. This zone has come under
heavy logging starting in 1970s and accelerating in the 1980s. Within
the past five years, plantation development has also occurred in
this zone.

The three zones are criss-crossed by numerous rivers. The principal
river basins are those formed by the Lupar, Rejang and Baram rivers.
Between them, they cover the bulk of Sarawak. Thesc river systems
provided the main routes of communication between coast and
interior, and between interior regions. The only trunk road connecting
the state capital, Kuching (in the southwest), with Miri (in the north-
cast), a centre of the Sarawak petroleum industry, and, via Brunei,
Limbang and Lawas, is located within the coastal and intermediate
Over the last twenty years, the rivers have been increasingly

zone:
displaced as the major means of transportation and communication
by an extensive network of logging roads.

Climate

The climare is slightly seasonal. The temperature, mean relative
humidity and mean daily sunshine are relatively stable. Temperatures
over the past 10 years record a mean daily maximum of around 31-
32°C and a mean daily minimum of about 23-24°C, although the
range is considerably greater in the highlands of the interior, Mean
relative humidity at mid- aftemoon ranges from 68 per cent to 73 per
cent, while long-term mean daily sunshine averages 5-6 hours, both
depending on locality.

Rainfall is somewhat more seasonal and unstable, depending on
area and elevation. The long-term mean annual rainfall ranges from
about 2200 millimetres (mm) at Sibu to 5400 mm. at Long Akah, some
120 km. southeast of Marudi in the interior of Baram Division.
However, local annual rainfall amplitudes can vary from -25 per cent
to +75 per cent of the long-term local mean.2 Furthermore, rains
can be torrential and river water levels can fluctuate greatly in a
matter of hours. Although the rainfall pattem divides the year up into
four seasons, this division is more marked along coastal regions than
in the interior.
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Soils and Natural Vegetation

Despite the lushness of the forest vegetation, Sarawak soils are
generally acidic, shallow and of poor quality. The climatic conditions
mean that these soils are subject to considerable erosion, leaching and
oxidation of soil nutrients, once cxposcd They thus pose obsmclcs
to agricultural devel i

and diversi i as the
clayey, silty or loamy upper layers are most susceptible to crosion
after development operations.

The natural vegetation is broadly divided into swamp and peat-
swamp forest on the organic soils of the coastal region and several
sub-types of hill forest further inland. The climatic conditions permit
the rapid and efficient cycling of nutrients between forest biomass and
the soil, thus resulting in luxuriant growth. But once the forest is
cleared, the fertility can be rapidly lost through oxidation and leaching,
and weed growth is prolific. Conversely, when left to natural processes
of ecological succession, forest regencration occurs rapidly and leads
to the restoration of soil fertility. This is the rationale of the system
of shifting cultivation, still the dominant form of staple rice food
production in Sarawak (Cramb and Dixon 1988).

ECONOMY

Sarawak has experienced sustained economic growth since indepen-
dence in 1963. However, this growth has been dependent on three
key resources: oil, gas and timber. Recently, Sarawak hzs managed some
diversification into non-res ¢ based Its
performance relative to Peninsular Malaysia and Sab:h has been
discussed in Chapter 1. A review of the sectoral contributions to
Sarawak’s GDP indicates the important areas of the economy and the
transformation experienced over the past 30 years:

Despite the declining contribution of the forestry sector to total
GDP, it remains critical as a revenue source for the state government
duc to the federal revenue arrangements of the country. Thus, direct
forestry revenues accounted for 54 per cent of state revenue in 1990,
44 per cent in 1997, and 35 per cent in 1999. Moreover, agriculture
and forestry remain the largest employers of labour. Of note, given
the focus of this book is the maintenance of the percentage GDP

ibution of agri P ing an increase in real terms, in
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Table 5.1 Sarawak: Percentage Shares of GDP, 1970-2001

Sector 1970 1980 1990 1999 2000 2001
Agriculture, fishing, 300 28 02 15 15 15
livestock & forestry
Forestry 12 13 15 6 7 6
Mining 15 30 E 3 34 37
Manufacruring 9 7 17 2 18 17
Construction 6 5 4 8 4 3
Services & unlities ¥ 302w 29 22 2

Sources: Saruwak Agrculrural Development Plan SADP) (1992), Table 4.3; Second
Oatiine Perspectsse Plan, 1991-2000, Tablc 4.6; Yearbook of Statistics,
Sarazuk.

the 19905 — a reversal of the longer-term trend from 1970 to 1990.
This has largely been duc to the rapid development of oil palm
plantations in the 1990s.

Although the manufacturing scctor has grown tremendously over
the period, it remains highly dependent on resource processing of
petroleum and umber. In 1997, the latest year for which data is publicly
available, three-quarters of output and value-added we accounted
for by such resource-based industries, with timber processing alone
accounting for one-quarter of output and value-added. The three
primary commoditics of timber, oil and gas and their derivatives
dominate the state’s exports. In 1990, exports of saw logs, sawn timber,
crude petroleum and LNG amounted o RMB,719 million, or 70 per
cent of the state’s GDP, and accounted for 77 per cent of export
value. In 1999, such exports amounted to 50 per cent of state GDP
and accounted for 62 per cent of export value. However, including
plywood and vencer, which counted for little in 1990, exports of these
natural resources and their derivatives amounted to 61 per cent of state
GDP and accounted for 75 per cent of export value. Timber and its
denvatves alone amounted to 22 per cent of state GDP and accounted
for 27 per cent of export value, and this in a period when timber and
phywood prices were at historic lows.

While the development of manufactunng in Sarawak as an adjunct
of natural resource extraction is logical, in the case of oil and gas,
the natural resource is non-renewable. Timber, in principle, and
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ignoring biodiversi y concems, isa bl in practice, this
depends on Based on by the ITTO
(1990), the World Bank (1991) and the GTZ (1992), current levels of
extraction remain in excess of esti inable levels, although

output of logs has been reduced from almost 19 million cu m in I‘)‘)O
1o just over 13 million cu m in 1999.

In bricf, timber continues to have a central role in Sarawak’s
economy, with significant multiplier effects. Some of the biggest names
in tropical timber logging are Sarawak-based companies which first
obtained their experience in Sarawak. In the course of the 1990s,
plantation agriculture, primarily oil palm, has also come to assume a
much greater role.

This raises the question of the agricultural frontier and its im-
plications for the forest.

LAND AND FOREST CLASSIFICATION AND USE

In order to address that question, we need first to review the way in
which land (including forest) in Sarawak is classified and administered,
and also its capability and use.

Classifications

Although land in Sarawak can be classified from a number of view-
points, a major distincti ployed has been b, forest and
non-forest. Concern has centred on the adjustment of conflicting
claims on, and uses of, the land, including the forest, between the state,
major economic interests and various indigenous groups collectively
called “natives” in Sarawak. Over time, the state has sought to limit
the customary rights and practices of natives in the belicf that shifting
cultivation was destructive and unproductive, as well as to increase
the state’s control over the use of land and forest. Classification and
limitation has operated through two distinct bodics of legislation: that
referring to land, and that referring specifically to forests.

Land legislation, from early on in the Brooke regime, began to
crode the stated objective of protecting native land rights from
incursions by outsiders. This process began as carly as 1863, and it
has intensified over the years with the amplification of commercial
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pressures upon land and its resources. At the same time, the prejudice
against the practice of shifting cultivation resulted in land laws that
had, among other objectives, the intention to circumscribe swidden
agriculture, ignoring the implications for life in the indigenous
communities. Thus the protection given to native customary land, and
therefore their culture and agricultural practice, became ever more
comp i with < land legislation (Porter 1968).

This circumseription of native customary rights and use of land
can be tracked in successive I gislat (years of such legisl, in
brackets,

* “Unoccupied™ (which, by implication, meant those lands left fallow,
even where they were part of a shifting cultivation cycle) and
waste lands became the property of the government, and land

n

outside the | ¢ (s ity's domain could not

be claimed by anyone in the community except by permission of
the government (1863).
Squatung on previously cultivated land, but subsequently deemed
abandoned”, was sanctioned. Land under long fallow in the
cycle of shiftng cultivation became vulnerable to alien annexation.
This Order also introduced a monetary penalty on those alleged
to have cleared and then abandoned land, a clear attack on shifting
culavators (1875).
State junisd; over land was ded, including powers of com-
pulsory annexation, and a land register developed (1920 and 1931).
Nauve use of the forest was limited by categorizaton and
“protection” of certain forest areas; in such areas, natives were not
allowed to open up new land for agriculture and were prohibited
from extracting forest products for commercial purposes (1934).
Demarcauon exercises were conducted to limit native rights (to
land) only 1o their settled farming land (1939). In the Appendix to
Secreanat Circular 12/1939, Forestry and the Use of Land, official
attitudes to shifting cultivation were clearly revealed when it was
stated that a more rational forest policy would see the elimination
of “the evils of shifting cultivation.”

After the War, and with Sarawak now a
duction of a five-year plan was parallel

“rown colony, the intro-
d by an effort to li
land administration, ostensibly to enable more effective delivery of
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rural development programmes. Finally, the 1958 Land Code sought
w0 r.ummhzc and menge all existing land legislation and, with amend-
ments,’ became the basis of present-day land law. Its categorization
of land is discussed below. The code extended the powers of
govemment over land, to alienate it to third parties and to recognize
individual, as opposed to communal, native title. Such powers saw, in
some areas, accumulation of land under title by some individual
natives and the concomitant creation of a group of landless natives
(Bahrin Adeng 1975: 40).

Continued disaffection with native persistence in shifting cultivation
gave rise to the 1962 Land Committee that sought to “induce the
native to abandon this present method of cultivation and to develop
his land productively in the national interest” (Sarawak Report of the
Land Committee 1962, para 3). Recommendations arising from this
committee, including the abolition of the 1958 classification and its
proposed replacement with a two-tier system of registered and
unregistered land were tabled as a proposed new Bill in 1965. How-
ever, these proposals proved too controversial, and were withdrawn.

Categorization of Land: The Sarawak Land Code 1958

As noted, the Land Code 1958, with amendments, still remains the
main piece of legislation on land. It attempted to make coherent the
various enactments since the mid-19th century. It divided the state
into a number of categorics, distinguished by property rights. The
categories were as follows:

* Mixed Zone Land and Native Area Land, covering 8 per cent and
7 per cent of the total land area, respectively. Such lands are held
under title, but the latter is restricted only to natives of Sarawak,
inclusive of certain statutory bodies and agencies;

Native Customary Land, covering 22 per cent of the land area,
refers to land recognized as such prior to 1958 and located mainly
in that area which would otherwise fall under the final category
below. Such land is untitled and can be held under native customary
rights or as native communal reserves. To be recognized, these
rights had to be first registered, but the holder occupics the [and
as a Jicensee of the state and provisions exist for the

of such rights. After 1958, such rights to land can only be ohmncd

Btk
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1f the nanve ¢ ity first obtains p ion of the relevant
authority to occupy land or fell forest;

Reserved Land, covering 16 per cent of the land area, and held by
the state prinaipally as forest reserves;

Interior Area Land, the remaining 47 per cent, is also state land
and is mainly forest.

On one hand, the overt recognition of the right of natives to land
under native customary practice is a salutary and distinctive hallmark
of the Sarawak Land Code.* On the other, the 1958 Land Code
marked a further stage in the limitation of such rights by freezing their
extension, although the limited surveillance capability of the state
meant that the extension of such rights continued past 1958. In any
event, the code did not resolve the difference in understanding berween
natives and the state; where natives considered their customary
practices as conferring ownership rights, the state only recognized them
as essentially conferring usufruct rights on the licensce. Further, if the
code had the ambition of clarifying the extent of ownership rights,
including rights to native customary land, it failed to achnc‘c lhls
Instead, it left a number of ambig lies and i
and reserved to the state-wide powers to unnguxsh at will, any claim
or title held by nauves (Porter 1970, Colchester 1989), subject to
compensation. Such power has been exercised, not least in the

subsequent leasing out of land as timber concessions and stare-
sponsored land development schemes. In addition, it has often led, in
practice, to the non-recognition of natve claims to old fallow that had
regencrated to mature secondary forest.

Forest Categorization and Ordinances

As is evident, the Land Code applies primarily to non-forestland and
reserves the forest to the state. The forested area is categorized
according to enactments specifically dedicated to forests. The forest
areas in Sarawak have been divided into three major categories:
permanent forest estates (PFEs), totally protected arcas (TPAs), and
state land forests (SLEFs). The first is dedicated to production forestry
(primarily of umber); the sccond encompasses national parks and
wildlife sanctuanes; and the last is potentially available for alienation

and conversion to other uses.
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The PFEs are regulated by the forest policy formalized through
the Forest Ordinance 1953. The criteria and regulations for TPAs have
been specified in the National Parks Ordinance, 1956, the Wild Life
Protection Ordi 1958, and subseq d The Forest

Department is d with the ibility of ing both

P Y
the PFE and the national parks and areas designated as wildlife
sanctuarics. However, SLFs fall outside their province except with
regard to the extraction of timber and other forest produce.

The PFE, as originally conceived, comprised three components,
namely:

* Forest reserves, which are production forests for the exclusive use of
the state;

Protected forests, which are production forests but where natives
have the regulated right of forest produce collection for own
domestic use;

Communal forests, which are forests of limited area (excluded from
production forestry) set aside for the exclusive use of particular
native communities.

As of 1990, the reported arca covered by these categories, and their
changes from 1970, is shown in Table 5.2. Over time, however, the
distinction between these categories has become blurred. In particular,
the area of communal forest has shrunk (from 30,300 ha in 1968 to
a mere 5,600 ha in 1984) and new applications for communal forest-
land have not been successful,

Table 5.2 Sarawak: Forest Area by Classification, 1970-1990 (000 ha)

Total Permanent Forst Estate Other Total
Year Land —_——— Ot Fonst
“ra Forst  Pmtected  Communal — Forest Ara

Reserre Forest Forest

123253 6840 24100 303 63082 94325
12,325.3 7169 2396.2 306 62888 94325
123253 755.5 24224 5.4 62482 94315
123253 B47.8 37892 52 47962 94384
12315.6 B17.1  3,6049 53 40280 84553

Sources: Sarawak Annual Statistical Bulletin, various years; Saranak Yearbook of
Statistics, 1992,
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Thus, in cffect, the whole of the PFE is production forest,
primarily for logging.” Further, it should be noted that even in TPAs
certain logging activities could be sanctioned. Up until 1990, for
instance, wildlife sanctuaries could include an area of PFE and would
thereby continue to be subject to production forestry, and in 1992, a
report noted that there remained a legally covered transitional period
with regard to timber harvest in TPAs (GTZ 1992: 15). At the same
time, it is evident from Table 5.2 that some forests have been con-
verted from SLF into protected forest, hence into part of the PFE.
Equally evident, the total forest area declined by just over 10 per ceat,
or one million hectares, over the ten-year period of 1980-90.5

“The SLF — forests desig i as subject to cc ion to other land
use (often agriculture) — have been a ready source of timber. As noted
by the ITTO mission, “in these the Forest Department has no legal
jurisdiction on the use of the land after the timber is removed”
(ITTO 1990: 18). However, the extraction of timber is suh)Lcr to

license and all licensees have to submit forest management plans,” in
this case called felling plans, but possibly with different conditions than
for the PFE. Nevertheless, despite the designation of PFE as per-
manent production forest s possible for the PFE to be converted
to other land uses, as is clear from the reduction in the area of PFE
shown in Table 5.3.

Table 5.3 Sarawak: Forest Arcas, 1985-2001 (000 ha)

Total PFEs  Nat. Parks  State- Total Other
land HVEdlife land Forest Land
Ara Sanctuary  Forst

1985 123253 45724 2529 39424 8.767.7
1990 123156 44711 2899 3 8,700.4 3,
1995 123156 434622 291.0 38624 8,499.6 38160
1999 123156 4,190.1 291.0 38624 83435 39721
2000 123156 40502 3200 38334 8,203.6 41120
2001 123156 39554 nr 3,781.9 8,115.0 4.200.6

Sources: Saravak Yearbook of Statisties, 1994, 1997, 2000 and 2002, based on
Forest Department, Sarawak figures.
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‘Table 5.3 carries the statistical series in Table 5.2 forward to 2001.
The differences in total forest arca for 1985 and 1990 between the
two tables are due to the publication of revised figures for those
years. Taking Table 5.3 alone, it is ironic that loss of PFE exceeds
loss of SLE. Thus, during 1985-1999, the PFE declined by over 8
per cent, while the SLF declined by only 2 per cent® However, what
is most striking from Tables 5.2 and 5.3 is the absolute loss, i.e.
excluding forest degradation, of some 12 per cent of forest, or 1.1
million hectares, in the two decades from 1980-99, with the bulk of
that occurring in the 1980s. In addition, Table 5.3 indicates the loss
of over 6 per cent, or 280,000 ha, of the permanent forest estate in
the course of the 1990s.

In summary, Sarawak's land area is classified as follows:

Permanent Forst Estate (PFE) reserved for production forestry, comprising

* Protected forests

* Forest reserves

* Communal forests
Totally Protected Area (TPA) comprising

* National parks

* Wildlife sanctuaries
State 1 and Forest (SLF), potendally convertible to other use
Non-Forest: Titled, comprising

= Mixed zone land which can be held by all

* Native area land which can be held by natives only
Non-Titled, comprising state land ized as native y land
held under

® Native customary rights

*® Native communal reserves (which are forests, but listed here

because of its tenurial status)

The greater part of the land area is classified as forest which
comprises about two-thirds of the total land area. About half of the
forest is designated as permanent forest estate, that is, for the
production of timber, while another half is designated as forest
potentially convertible to other use. Forestry department figures
indicate that some 12 per cent, or 1.1 million ha, of the forest was
lost between 1980 and 1999; in the course of the 1990s alone, 6 per
cent, or 280,000 of the permanent forest estate was lost.
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Land Capability and Use

In terms of capability, Sarawak’s land arca has been classified, from
the viewpoint of agricultural potendal, into five classes. They arc:

Class I: Land with, at most, one minor limitation to crop growth and
is suitable for the widest range of crops.

Class 2 Land with two or three minor limitations or one moderate
limitation. This class of land restricts the possible range of
crops.

Class 3 Land with two or three moderate limitations or one serious
limitation. This class of land will require special conservation
practices to avoid certain effects, such as severe erosion, low
fertility, poor drainage, moderate salinity, and low water

holding capacity.

Class 4: Land with several moderate or two to three serious limitations,
This class of land restricts the range of crops and requires
special conservation practices. Yields can be expected to be
low and the risk of crop failure high.

Class 3. Land with severe limitations and not generally suitable for

agriculture. The limitations include: steep slopes, high erosion
frequent floods and low nutrient content.

rtes,

Itis crucial for Sarawak's agricultural potential that the bulk of its
land area is C Morcover, of the 28 per cent deemed potentially
suitable for agriculture, 1.7 per cent is classified as “suitable”, 12.5 pe
cent as “moderatcly suitable”, and 14 per cent as “marginally suitable”
(ITTO 1990: 103).

Land Use

The estimate of agricultural potential by ass

ing land capability
indicates the limited area open to commercial agriculture, Yet, gov-
emment policy since the time of the Brookes has been to advocate

the more effective use of land and to design bigger and more com-
mercial land development schemes which might induce “the native to
abandon his present methods of cultivation and to develop the land
productively in the national interest” (Sarawak, Report of Iand Com-
mittee, 1962: para 3). Justification for this is based on land use figures,
which have also been used to assess the loss of forest cover and,
indeed, to attempt to ascribe blame for this. Clearly assessment of
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these figures is crucial in the on-going debates about land use and
forest damage in Sarawak.

Table 5.4 shows the major land uses of Sarawak in 1976, 1985,
1991 and 2000. It should be noted that the data sources are different.
The 1976 and 1991 data were estimated from planimetric sources,
while the 1985 data is extrapolated from remote sensing techniques
with field checks. While some caution needs to be exercised in the
interpretation of such data, they do nevertheless exhibit considerable
consistency with one another, with the exception of the area reported
as under rice on wetlands. This is due to limitations of the resolution
of satellite imagery.

The most important land-use category is clearly forestland, es-
pecially dry-land forest. In 1985, this comprised 56 per cent of
Sarawak’s total land area. Peat swamp and coastal mangrove forests
accounted for another 11.6 per cent. Shifting cultivation accounted
for some 27-28 per cent of land use — certainly, the most important
agricultural land use in Sarawak. These figures are discussed in a little
more detail below.

According to the Land and Survey Department’s figures, between
1976 and 1991 there was cvidently a reduction in the area under dry
forest and wetlands, to the order of:

= 10 per cent, or 150,000 ha, in the arca under wetland forest; under
this category, the loss of mangrove forests amounted to 20 per
cent, or 30,000 ha, a figure which would be even higher if the 1985
estimated mangrove forest area was taken as a base.

9 per cent, or 660,000 ha, in the arca under dryland forest.

In sum, these figures suggest the loss of about 800,000 ha of
wetland and dry-land forests between 1976 and 1991, roughly con-
sistent with — if lower than — the figures in Tables 5.2 and 5.3. This,
if accurate, would represent outright loss of forest and wetlands.
Although it docs not begin to indicate the extent of forest degradaton,
itself the subject of considerable dispute and controversy, it represents
a good starting point for an inquiry into the nature and cause of this
loss and the different interpretations of it. Table 5.4 suggests that the
loss has been mainly due to shifting cultivation — the area having grown
by 800,000 ha between 1976 and 1991 before dropping by 3.6 million
ha to a negligible 72.5 thousand in 2000. This will be discussed further
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later; suffice to note here that it is unlikely that 150,000 ha of wetland
forests were converted to shifting cultivation use.
The factors invoked to explain forest loss in Malaysia and elsewhere
in the world mc]\xdt populnuon pressure, poverty, land scttlement,
al | ) and other land devclopment, in
addition to logging activities. In Sarawak, as has been suggested, there
is little evidence to suggest that poverty or population pressure
accounts for the kind of forest loss indicated in the figures above.
Nor is there evidence to suggest that conversion of forests for
scttlement schemes and/or commercial plantations has been that
extensive until the 1990s, something that is not captured in Table 5.4,
but factored into Tables 5.2 and 5.3. In any case, until the 1990s, the
bulk of land devel h 1 in Native C v
Land, that is, land nunbulcd to shifting cultivation most of which
would be under dary forest, including mature dary forest
distinguishable from primary forest only by the presence of certain
tree species not found in the latter. A brief examination of the history
of the land development schemes in Sarawak may help indicate the

limitations of these programmes, and at the same time contribute to
the discussion on how state policies and interventions have affected
the forest as well as the rural indigenous population.

LAND DEVELOPMENT POLICIES

As we have seen, overt policies under the Brooke regime meant that
cven where the land was capable, Sarawak experienced considerably
less large-scale plantation development under its colonial adminis-
tration than Peninsular Malaysia or Sabah, a situation which persisted
under the independent government and which only recently subsided.
Developing the economy through conversion of forest to plantations
was never strongly advocated in Sarawak by cither the Brooke or
British colonial administrations. This was due to two main reasons:

* go gnition, however ig of native Y
rights to land and the i ions on ive use
and ownership of land;

* the physical ct istics of the state, especially soil ch

Large lowland areas were swampy and unsuitable for agricultural



Deforesting Malaysia

tree crops, while the highl were ible and thus
for commercial agriculturc.

Thus, at independence, Sarawak had litte by way of plantations.
Most of the area under tree crops was comprised of smallholdings,
t.e. mainly land taken out of shifting cultivation and converted to
permanent cultivation, initially under rubber, followed by pepper and
cocoa. Morcover, even the small 106,000-ha area (or less than one per
cent of total land area) said to be under large-scale agriculture in 1985
(Table 5.4) primarily made up of contiguous smallholdings and,
to a much lesser extent, of land development schemes, much of which
mnvolved the consolidaton of smallholdings. Taking together the major
e crops of rubber, cocoa and oil palm, strictly speaking, there were
1n total only abour 23,000 ha under plantations or estates in 1990, most
of it under oil palm. In the same year, these three crops covered over

25,000 ha in smallholdings and land scheme developments, the latter
accounting for about 40,000 ha,

In bricf, while the Sarawak state government has attempted to
promote plantation-style cultivation as part of a policy to modemize
agriculture and to alleviate poverty, there has been limited success and,
undl recently, limited impact upon forest. While there has been some
conversion of forest to agriculture, these schemes have, for the most
part. involved the conversion of previously cultivated land through
land consolidation and rehabilitation schemes or group-planting
schemes under various state agencics. These include the Land Custody
and Development Authority (1.CDA), the Sarawak Land Development
Board (SLDB), and the Sarawak Land Consolidation and Rehabilita-
tion Authority (SALCRA), ie. state-level agencies comparable to the
federal agency, the Federal Land Consolidation and Rehabilitation
Authority (FELCRA), which also operates in Sarawak.” [iven then, as
already indicated, these efforts have not been xtensive, primarily
because of the complexities of native customary land and the
reluctance of its holders to enter into land schemes, as well as for
reasons of soil and locational suitability.

It was only in the carly 1970s that some attempt was made to attract
1

some foreign into pl i the development
of state-sponsored schemes of the sort described above. Thus, the
Ce cealth Devel C n was encouraged to develop

T P
an o1l palm estate in the Miri-Bintulu-Long Lama triangle, and
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peninsula-based companies began limited investment at roughly the
same time. In some cases, the latter were enlisted to take over failing
state-sponsored schemes.

Although the effect of these types of land development schemes
on the people of Sarawak may be marked, their significance in terms
of changes of land use (which might include forest conversion) has
been limited. Figures for selected years for rubber, oil palm and cocoa
are shown in Table 5.5 below. Given the small amounts of land
involved, their role in deforestation has been negligible.

Table 5.5 Sarawak: Estates and Land Schemes, 1975-2001 (ha)
Rubixr Ol Palm Cocwa
Year Estates Land Estates Land etates Land Total
Schemes Schemes Schemes

1975 2678 5544 4,032 9,492 - - 21,746
1980 2,450 5544 3931 17,900 97 629 30,551
1990 033 5175 20313 37,990 1,551 4,672 70,634
1992 826 5415 28,767 39,735 1,020 4,740 80,503
2000 = - 231,720 91,860 - - -
2001 - - 270,928 94,951 - - -

Sources: Annual Statistical Bulletin vanous years, Yearbook of Statistics, Sarawak, 1992,
2002

Indeed, plantation development has not dircctly impacted sig-
nificantly upon the forest. Here again, the issue is much more of a
social, political and cultural nature, as the state’s attempts at the
development of land sch s and at lidation of lihold
cultivation into large-scale commercial cultivation has come into
conflict with native practices and native systems of land tenure.
Furthermore, in several instances, the failure of these schemes, for
whatever reason, has resulted in the migration of scheme participants
n search of land for their own cultivation. In this manner, such land
development schemes have an indirect impact upon the forest. But
the limited numbers involved in such schemes has also meant that this
indirect impact is limited.

In the 19905, however, there has been an acceleration of large-scale

and ltural develof Although federal agricultural
p()hq is re- uncntmg away from new land development — usually
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invy nl\mg conversion of forests to agriculture — towards in situ
of agricul through the application of new u:ch

nology, and the ¢ ion of “subsistence” agriculture to
cultivation, Sarawak is apparently still cmphnsumg large-scale land
development, covering both land consolidation as well as the con-
version of forest to agriculture. Table 5.6 shows this accelerating
development for oil palm, the currendy favoured plantation crop. Total
arca under oil grew six-fold; the arca under estate grew eleven-fold,
from a miniscule 20,000 ha to a total of almost 232,000 ha, with
much more in the pipeline.

A major reason for this acceleration was the adoption of a new
policy towards the development of native customary land after 1995.
This was driven by similar considerations towards shifting cultivation
mentioned above as well as the apparent failure of the state land
development agencies. At the same time, this new policy also dmc-
tailed with the interests of major 1 panics in Peni
Malaysia where land had become scarce and expensive and where
labour had also become relatively expensive. Briefly, this new policy

Table 5.6 Sarawak: Area under Oil Palm by Type, 1990-2000 (hectares)

Year Fstates Land Schemes Smallbaldings Total
1990 ’ll 313 33,837 646 54,796
1991 37,990 646 60,359
1992 42,686 646 77,142
1993 48,919 0646 87,027
1994 54,603 1,000 101,888
1995 61,837 1,000 118,783
1996 67,436 1,429 139,900
1997 69,966 2,158 147,007
1998 82,399 3,674 248,430
1999 86,802 5,598 320476
2000 91,869 98,667 422256

Sources: Yearbook of Statistics, Sarawak, various years, based on Palm Oil
Registration and Licensing Authority (PORLA), Malaysia, figurcs.
These figures are considerably more accurate than those provided
in the land use figures in Table 5.4. For instance, in 1991, the land
use figures estimated about 30,000 ha under oil palm, half of the
figure above. This has implications for the area that can properly
be auributed to shifting cultivation.




Sarawak 165

takes native customary land and leases it for 60 years to a plantation
company. A new company is formed in which the landowners have a
30 per cent stake, paid for out of payments for the land, the planta-
tion company 60 per cent, and the Land Custody and Development
Authority, 10 per cent. This new policy has met with considerable
misgivings and some resistance.

However, the impact of the new policy on forest is, as yet, unclear
as the land developed thus far has been native customary land, that
is, usually land that had previously been used for shifting cultivation,
but is currently under long fallow. Some of this land is mature
secondary forest of different constitution and diversity, but of similar
morphology to primary forest. Should it be counted as forest? If so,
would the development of such land mean forest loss? Additionally,
there is the real possibility that should this scheme not generate the
predicted returns — dependent upon palm oil prices — then native
landowners may well encroach into the forest for their needs.

Moreover, it is probable that surrounding fr)rcsl much of which
is logged-over forest, will be ali d to the f for
development. Indeed, this has already thpcncd even in msunccs
where there has been no such development of native customary land.
In this manner, as a by-product uf the Bakun hydroelectric dam
fevell various timber [ s logging the area have cleared
over 4() 000 ha of logged-over forests for oil palm development.
There are plans to open up even more forest for plantations in what
used to be the deep interior of Sarawak and which was, until twenty
years ago, virtually untouched primary forest. Similar developments
are occurring clsewhere in the state, especially in arcas of highly de-
graded logged-over forest. One such development stretches from the
district of Belaga, in the upper Rejang basin, all the way across to the
district of Marudi, in the upper Baram basin, a total area of about
one million hectares.

In addition to this, another 500,000 ha, much of it logged-over
forest, have been set aside for planting acacia, as feedstock for the
Bomeo Pulp and Paper mill established near Bintulu. Should another
proposed pulp and paper mill materialize, another 500,000 ha, again
much of it logged-over forest, will be put aside for a similar purpose.

Thus, while large-scale commercial cultivation had not been a
significant factor in forest loss, events in the 1990s point to a serious
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concern that it is fast becoming one. While the recorded statistics
indicate that, at the time of writing, the total area converted to planta-
tion remains small relative to total land area, the examples cited above
indicate that this is rapidly accelerating; indeed, the example of the
million hectares under tree crops and half a million hectares under
acacia together constitute almost 20 per cent of the forest arca.

FORESTRY, SHIFTING AGRICULTURE AND LOGGING

In view of the above, the central debate to date regarding forest loss
is not how far commercial agriculture and land development has
destroyed the forest, but rather where principal responsibility for
deforestation lies - between swidden farmers or shifting cultivators
and loggers."” Nevertheless, as should be clear, this is rapidly changing,
with commercial agriculture and tree-crop plantations ass uming a

greater and greater role.

Shifting Cultivation

s been marked
with abjectivity. As we have seen, the practice of shifting cultivation,
mostly among ind| and which is wid {in the
interior, has been viewed with disdain by

The discussion about shifting cultivation has not al

overnment officials since

the time of the Brooke dynasty. Initiatives to encourage its abandon-
ment, cither through legislation or through public policy pronounc
ments, have been characterisuc of

Sarawak’s administration for well
over a hundred years, and yet, the practice still persists. In the pro-
nouncements of government figures, the disdain with which swidden
agriculture is viewed has produced some false claims that responsibility
for deforestation lies with indigenous shifting cultivators opposed

1o loggers.!!

Viewed historically, it is likely that some primary forests were
cleared by various indigenous communitics for the purpose of shifting
cultivation. Whether this amounts to deforestation is a matter of
debate as well. Some claim that properly conducted shifting cultvation
results in forest regeneration, thus not causing forest loss. For example,
Hong (1987: 136) quoted Spencer (1966) to the effect that it is likely
that most of the mature forests of the Orient today are not virgin
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forests in the proper sense, but merely old forests that have reached
a fairly stable equilibrium of ecological succession after some earlier
:Ic:mng b) human or natural means. On the other hand, all native

ics distinguish between primary forest and even
very mature regenerated forest. Thus, for example, the Kayan dis-
tinguish between fuan, primary forest, and fa/un, regencrated forest,
which, in tum, is distinguished between falun ok, the small talum, talun
ayak, the big talun, and talun geng or very mature regenerated forest
of age upwards of 100 years. The criteria for distinction arc species
composition and tree size.

It has been suggested that some 3.2 million ha in Sarawak were, at
one ume or other, subject to shifting cultivation, What is at issuc,
however, is how much of that is still subject to shifting cultivation,
and how much new forest is being cleared each year by shifting
cultivators. The extensive discrepancies in these figures are suggested
by the following. On the one hand, according to the Land and Survey
Department, between 1966 and 1991, the area under shifting culti-
vation increased by a massive 62 per cent, or 1.4 million ha, amounting
to an average increase of 56,000 ha yearly. The Forestry Department
has estimated that some 35,000 ha of primary forest are lost every
year to shifting cultivation (Hatch 1982: 102), while another study
assesses loss of primary forest to be in the region of some 60,000 ha
a year (Lau 1979). If true, this would account for the kind of forest
loss mentioned above, particularly the 12 per cent reduction in dry
forestland and, as noted, this is indeed what is suggested by the land
use figures cited in Table 5.4.

But other figures, based on both older and more recent localized
case studics, suggest that these are a gross ion. In
1949, Leach had already concluded that in most normal circumstances
the total amount of virgin jungle cleared in any one year by shifting
cultivators is almost infinitesimal (Leach 1950: 89). That this still holds
truc is confirmed by a number of studies (Hong 1987, Chin 1985,
Harch 1982). Hong claimed a total figure in the region of 73,000 ha
per year was utilized by shifting cultivators, of which there is minimal
expansion into primary forest arcas. A state official told the Interna-
tional Tropical Timber Organization (ITTO) mission to Sarawak in
1989-90 that there was negligible marginal increase of the area under
shifting cultivation, with the same stock of land being cycled over. The
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director of the Forest Department was cited in the same report as
stating that allegations that shifting cultivators cut down more forest
than loggers were untrue (ITTO, 1990: 106). And, according to a study
by the GTZ on the status of forestland, shifting cultivators should
only be held accountable for clearing about 116,000 ha of primary
forest over the last decade (GTZ 1992: 24).

Land actively under shifting cultivation has been estimated by the
Department of Agriculture, with similar figures to the above. Accord-
ing to their calculations, the arca under shifting cultivation in any one
year appears to fluctuate from just under 70,000 ha to around 85,000
ha. Estimates for 1981-91 suggest that there was a rise in cultivated
arca from about 74,000 ha in 1981-82 to a high of 85,000 ha in 1984-
85. This was followed by a steady decline to 71,500 ha in the late 1980s,
rising again in the 1990-91 season to around 77,500 ha (Sarawak
Department of Agriculture, 1991: Table 5.3). In the 1990s, the same
department’s estimates show a range from a high of 76,000 ha in the
1994-95 son to a low of 69,000 ha in the 1993-94 scason, and
averaging 71,000 ha in the last few years of the decade. The Sarawak
Agriculture Development Plan (1992: 63) concurred with these kinds
of estimates: it reported some 70,000 ha under active cultivation with
between 2.25 and 3.3 million ha of fallow lands.

Two comments are in order with respect to these figures:

It is unbelicvable that shifting cultivators would clear the bulk of
the land cultivated in any one year from primary forest. There is
the disincentive of the physical effort, and there is the evidence
of studies and observations that people prefer clearing fairly young
secondary growth and, increasingly, they prefer to clear land closer
to the place of settlement. This is especially true of the past two
decades when material comforts have improved to the point that
people find it a disincentive to re-locate far from the place of
settlement for the planting season. This latter practice has some-
times had the unintended side cffect of causing land degradation
as land is not left in sufficiently long fallow.

The wide range of the estimate of land under fallow — almost one
million hectares — should be both a salutary reminder as well as a
warning. It can sometimes be difficult to decide whether an area is
under long fallow or is actually forest other than by direct exami-
nation of the species of trees. Native people report that there are
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certain species that are never found in primary forest, but which
are found in even very mature secondary forest; that is how they
tell whether an area has ever been used for cultivation. Indeed, as
already noted, the vocabulary of native people distinguishes
between primary forest and even very mature secondary forest
virtually indistinguishable from the former. This difficulty of
distinguishing between the two may account for the discrepancy
of half a million hectares between the Forest Department’s figures
of the total forest area and that derived from planimetric measure-
ment, as scen in a comparison of Tables 5.2, 5.3 and 5.4. Forest
regeneration under proper conditions of shifting cultivation is rapid.

If these kinds of figures were true, it would be inappropriate to blame
shifting cultivation for recent major damage to forests, particularly the
recent loss of primary forests.

Even the evidence of localized pressures — which may result in
localized forest damage by shifting cultivation — does not support any
major accusation against shifting cultivators destroying forests. For
instance, in assessing the consequences of sedentary cash-cropping
(which, in theory, takes away fallow land from shifting cultvators, an
action that may put pressure on them to open up new lands in new
forest areas), studies have stressed the complicated adaptive farming
strategies which certainly do not always simply lead to new forests
being cut (Cramb 1988, Padoch 1982). There are examples of localized
land degradation, but the reasons are often as much to do with
pressure exerted by logging and lack of altemative land sites available
to local communities as to poor farming practice.

In some instances, involvement in the cash cconomy and the ac-
quisition of new consumer tastes and other needs have resulted in
localized migration to areas nearer the bazaar, which causes, in tum,
localized land pressure. This, however, does not translate into en-
croachment into primary forest, which would imply movement away
from the bazaar, but into land disputes, shifts in customary land
tenurial practices, and changes in cultivation practices, sometimes with
deleterious consequences.

In brief, while the system of agriculture has social, cconomic and
cultural consequences, that sometimes result in land degradation, it
does not appear to impact upon the issuc of recent deforestation.
Indeed, as onc writer put it,'? “So long as the relationship between
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population and land is maintained, Sarawak can manage at least a three-
fold increasc in the number of shifting cultivators without there being
any threat at all to primary forest resources.

In conclusion, we quote from a study by an official from the
Department of Agriculture: “In recent years shifting cultivators have
been blamed for a whole variety of environmentally damaging cffects.
However, it now scems clear that logging and timber extraction must
take a lot of the blame that was previously laid at the door of the
shifting cultivator. Not only do traditional logging methods tend to
destroy more trees than they harvest but they also lead to serious soil
crosion, impeded drainage, siltation and flash flooding. All of the
evidence available from studies carried out in Sarawak indicate (7))
that few if any of these undesirable effects can be laid at the door of
the shifting cultivator” (Hatch 1982: 146).

Nevertheless, it is the case that shifting cultivators have cleared
primary forest in recent times, specifically the past two decades. This
has usually been in association with the arrival of logging activities
and the resulting network of logging roads. In tm, however, this often
means the “abandonment” of previous areas of shifting cultivation,

those accessible by river, to forest regeneration, as people relocate their
activities to areas accessible by logging roads.

Logging

So we come to the debate, which is highly chanzed politically, on the
logging industry in Sarawak and its environmental and social impacts.
The importance of logging to Sarawak’s cconomy cannot be doubted.
Indeed, onc of the most vocif compl s made by S k

politicians and officials about the intemational concem over Sarawak’s
logging practices was that pressure (in terms of moratorium on log
exports, for example) emanating from such concemn would have dire
consequences on Sarawak’s cconomy and therefore the people of Sara-
wak. Table 5.7 indicates the important contribution made by forestry

to state revenue,

b bl

One can note the fl in , partly explai
by global prices, and partly by prices and production of the other
major contributors, oil and gas. But there is no doubting the sig-
nificance of the contribution. The converse side of this revenuc
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Table 5.7 Sarawak: Forest Revenue as Share of Total State Revenue,
1971-1999

Total State Total Fonst % of Forst
Year Revenue Rerense Revenue to

(RMV00) (RM000) State Revense
1971 90,187 23,876 265
1980 402,093 71,006 17.7
1990 1,467,034 793,495 54.1
1992 1,730,186 681,139 394
1995 2,199,435 977,468 444
1997 2,508,915 1,104,555 44.0
1999 2,336,690 823,385 352

Sources: Annual Statistical Bulletin, various years; Yearbook of Statistics, various
5. The major decline in 1999 had to do with poor timber prices
resulting in considerable retrenchment of activity.

contribution is the extent of logging, most conveniently expressed as
amounts of logs (and timber products, initially sawn timber, but in
more recent years panel products such as plywood, vencer, etc.)
produced and exported and what this means in terms of forest
area logcd.

Ot d has risen d ically until the downtum of
the past two years. This increase has resulted not only in local protests
at incursions on native customary land, but also in intemational protest,
especially in the 1980s and carly 1990s. As a result, there are numerous
reports and other writings about Sarawak’s forest pmcliccs nnd their
consequences, and only a brief summary will be made here.?

Chief among the controversies has thn the extent to which
Sarawak’s forest p ices have ble; o, to put it in
another way, v.hcdmr Sarawak’s logging practices have been responsible
for widespread forest destruction, or at least degradation. Table 5.9
indicates the extent of forest logged, up to 1985.

The calculations in Table 5.9 are based on the assumption that the
average log yield is 45 cu. m. per hectare, a stringent rate well below
actual rates. Thus, these estimates of arca logged are on the high side,
although, conversely, the actual rate means that there is considerably
more forest d. ion and degradation. It is esti d that between
1966 and 1970 (inclusive), some 440,934 ha were logged; between 1971
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Table 5.8 Sarawak: Production and Export of Logs and Sawn Timber,
1963-1999 (cu. m.)

Sann Vawnm Fxport Export
Year Prduction Timber Timber of Saw of Sawn
(mil) (at source ) Logs Tiber
1965 2312008 na.
1970 4,685,091 na
1975 na
1976 na
1977 n.a.
1978 na
1979 7,574,022 343,545
1980 845,301 352,274
1981 8, 152 314,478
1982 11,318,748 321,229
1983 10,597,614 355,772
1984 11,301,828 349,418
1985 12,285,328 348,334 11,452,000
1986 11,470,689 392,569 10,239,000
1987 395291 12584,000
1988 14,380,748 441,427 12,285,000 204,000
1989 18,162,578 14,961,000 279,000
1990 18,837,760 13,898,000 359,000
1991 19,410,903 15,823,000 601,000
1992 18,848,225 906,000
1993 16735011 1,441,796 g 1,123,000
1994 16318000 1,722,000 8,498,000 1.361,000
1995 16,092,000 1,874,000 T84 000 1,554,000
1996 16,083,000 1,599,000 7 006,000 1,542,000
1997 16, 000 1,310,000
1998 TL307000 1,305,000 1,124,000
1999 13,096,000 1,191,000 5,568 5,969,000 1,005,000
20001 14,274,000 1,485,000 5747 6,142,000 1,218,000
2001 12,179,000 1,140,000 5,682 4,814,000 1,132,000

Note:  na. - not available.
Sources: Annmual Statistical Bulletin, various vears:

Saravak Yearbook of Statistics,

vanious years.
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Table 5.9 Sarawak: Forest Area Cleared by Logging, 19631985

Poduction Estimate of
Year of Logs ara logged
(000 cu. m.) (ba)
1963 1,704 37,867
1968 4228 93,956
1970 4,685 104,111
1972 3,172 70,489
1975 55,800
1978 5977 132,822
1981 8,802 195,600
1983 10,598 235,511
1985 12200 271,111

Source: Hong (1987: Table 5).

and 1975, 348,266 ha; between 1976 and 1980, 695,266 ha; and
between 1981 and 1985, 1,207,111 ha. Other descriptions of the
situation included the fact that between 1963 and 1985, 30 per cent
of Sarawak’s forests were logged, with the vast majority of the
remaining available productive forest having already been given out
as concessions. Since 1985, as is evident from Table 5.8, the pace of
logging has accelerated, with the 1990s rate averaging about 40 per
cent higher than the 1980s rate.

In response to growing pressure on the Sarawak state govemment
because of figures such as these and the dramatic blockades mounted
by hunter-gatherer Penan in the latter half of the 1980s, an ITTO
mission was despatched in 1989 at the request of the Sarawak gov-
emment. The team was to report on the sustainability, or otherwise,
of Sarawak’s forest practices. The report, published in 1990, stated
clearly that, while it acknowledged on paper that Sarawak’s forest
policies were in advance of most countries in the world, “If harvesting
of the hill forests continues as at present, all primary forests in PFE
and state land assumed to be available for imber production, including
those on more than 60 per cent slope, would have been harvested in
about cleven years” (ITTO 1990: para 125).

In other words, the practice of logging in Sarawak was far from

ble in even the ional sense, a condition that pertined




Deforesting Malaysia 174

to swamp and peat forests as well.'* The ITTO report made a number
of recommendations, centring on the expansion of appropriately-
trained staff, more effective and comprehensive monitoring of logging,
better water catchment protection, more extensive silvicultural
weatment, and, of course, a severely reduced cut rate. The response
of the Sarawak state government was to IMpose quotas on cut rates,
invest in downstream p ing with duction in the
export of raw logs, and extend PFE and TPAs. The use of fores
1991 and 2001 is set out in Table 5.10.

It can be noted that gazetting of 1.5 million ha of SLF as additional
PFE, and the extension of TPAs to account for some 12 per cent of
forest area in Sarawak are in place. However, as of the end of the
1990s, total TPA has actually increased only manginally, while PF
have actually declined, as shown in Table 5.3. Moreover, at least some
of the proposed TPA have been logged or are currently being logged;
for example, the area covered by the proposed Hose Mountain
National Park and that in the proposed Batu Laga Wildlif Sanctuary,
both in the Balui River basin, as well as the proposed Tulung Pau
National Park in upper Lawas and Limbang.

More to the point, even as of 1990, the official statistics of the

in

Forest Department showed that 8.8 million hectares had been licensed
for logging, i.c. the fotal forest area (cited in GTZ 1992: 29). According
to the same statistics, the average area logged per year between 1983-
1990 was about 220,000 hectare (GTZ 1992: 37, Table 11). In recent
years, as will be shown below, the annual arca logged amounts to about
350,000 hectares. Therefore, re-gazetting per se will not guarantee a
sustainable forestry. It is still the case that over 90 per cent of forest
able for timber extraction, and cut rates since the publication
of the ITTO report have not shown the kind of reduction recom-
ry for survival of the forest.!®
i ! is resulting

mended by that report as necessa
Meanwhile, as was indi  earlier, pl dev
in clearing of logged-over forest.

Timber Politics

The deleterious rate of deforestation is partly because there has been
no reduction or revocation of concessions. Definitive figures are
difficult to come by, but two sets are presented here, Official statistics
of the Forest Department show that, in 1990, 8.8 million ha had been
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licensed for logging — the total forest area (cited in GTZ 1992: 29).
According to the same statistics, the average area logged per year
between 1983-1990 was about 220,000 ha (GTZ 1992: 37, Table 11).
According to statistics on working plans and felling plans to which
all licensees are subject, in 1991, 7.22 million ha of forest were under
logging concession. Taking the total natural forest arca as 8.45 million
ha, then 85 per cent of the forest area was under logging concession.
OF these 7.22 million ha, 2.96 million ha, or 41 per cent, had already
been logged. The total arca exploited in 1991 alone 1o
346,753 ha, and berween 1989 and 1991, 666,234 ha were exploited.
Taking the average cut rate for 1983-1990, another 2.0 million ha were
logged between 1992 and 1999. This is only considering absolute area
logied without considenng actual practices that result in major forest

destructon and degradation.

Despite the evidence of widespread forest destruction by logging,
the Sarawak state govemment has anzued the necessity of logging for
the state economy, and has refused to effect any change in the widely
criticized concession system. The two are not unrelated. As we
mentioned in Chapter 2, in a report on Malaysia's forestry sub-sector,
the World Bank drew attention to the remarkably low levels of rent
capture. “Since the mid-1960s, state governments ... have consistently
and drastcally chanzed concessionaires less than the full resource rent
for the imber in the concessions. The most obvious consequence is
that revenues to the state treasuries, particularly in Sabah and Sara-
wak, have been a fraction of their potential level” (World Bank 1991:
para 24). Morcover, if there had been efficient rent capture, Sarawak
would have been able to gamer the same amount of monics for state

revenues from harvesting 69 per cent of timber cut,

Crucially, the World Bank report goes on to note that the un-
caprured rent flows into private hands (World Bank 1991: para 6.21).
This reiterates the observation made by many commentators that it is
impossible to understand the timber industry in Sarawak unless onc
understands the timber politics involved. Through the mechanism of
the concession system, which is controlled by the chief minister, timber
underpins a system of political patronage that ensures the ennichment
of families, friends and political supporters of the ruling clite, and the
continuation of the latter. It has, for instance, been estimated that
winning a state constituency in the last state election costs in the region




Sarawak m

of RM2 million, much of which was channclled to government
supporters and financed from timber money. In other words, “the
Sarawak political clites’ control over awarding logging licences gives
them the means to maintain and tighten their grip on state power”
(INSAN 1986: 3). It also means that those retumed to power repre-
sent a certain class and interest which, as has been mentioned earlier,
may skew development choices. “The benefits accrue in an ever-
increasing degree to an urban rich who model themselves on the
international set and who live in a world of palatial homes, air-
conditioned Mercedes and helicopters.... It is the choice of this set
of political goals and practices that tt to block develop

in the State” (Leigh 1979: 372).

CAUSES OF DEFORESTATION AND FOREST DEGRADATION
Shifting Cultivation and Smallholding Agriculture

Shifting cultivation was historically the main cause of primary forest
loss in Sarawak. But for some time now, the loss of primary forest
cannot be blamed on shifting cultivation. Any encroachment of such
cultivators into primary forest is minor, and often consequent upon
logging. Also, such encroachments usually mean the “abandonment”
of previous shifting cultivation lands to forest regeneration, a process
of great rapidity in instances of “best practice” shifting cultivation.
Furthermore, shifting cultivation will decline in the medium-term, with
the spread of education and modemization. Already, there is con-

siderable interest on the part of indigenous shifting cultivators to
with sed y wet rice cultivation. The limiting factor here
is (hc availability of suitable land in terms of soil type and terrain as
well as location. A point of concem is that social and cultural changes
appear to result in the shortening of the fallow cycle in several
instances, and the use of fertilizers, i.c. a drift towards sedentary
cultivation in circumstances that do not permit such a mode of
agriculture. It is unlikely that the soil can withstand such use and not
suffer significant degradation unless therc is a corresponding shift in
cultivation techniques and/or an aband of food culti
‘There are no signs that new cultivations techniques for hill rice in the
terrain and soil conditions of Sarawak are on the horizon, and it is
highly unlikely in the short- to medi that food cultivation will
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be abandoned, for both cultural and cconomic security reasons. But
this need not lead to the conclusion that farmers will encroach upon
forest in search of new, more fertile land. Such a move would be
contrary to the reasons why fallow has been shortened in the first
place. Nevertheless, in the unlikely event of extreme poverty, it may
well happen that encroachment upon forest will occur, which is the
more usual pattern of deforestation in other parts of the developing
world. In ways that it would be inappropriate to argue here, that
unlikely event may well have been made less unlikely by recent policies
of land development.

More likely to happen is a strategy that has been adopted, viz
combination of food cultivation with cash-cropping. With cash-

a

cropping, sedentarization becomes the rule. Thus, arcas that under a
shifting cultivation regime would be allowed to go into fallow are now
permanently under a number of cash crops, mainly rubber, pepper
Such developments mean that land will not go into fallow

0r €oco;
and there will be no secondary forest regeneration. But in so far as
such crops prove to be a viable strategy in combination with con-
tinued subsistence agrculture, it will also limit encroachment into the
forest. The danger here is soil crosion and degradation, particularly
on pepper farms, and hence the need to look for new land. Against
this strategy will be the reluctance and non-viability of looking for

suitable farmland too distant from current settlements and from
market centres.

Plantation Agri and Land D

Under previous policies, plantation agriculture and land development
and forest degrad:

However, the recent acceleration of plantation agriculture and land
development is making this pair of factors become the most impor-

have not been major factors in d

tant cause of forest loss, completng the process that started with
logging. In this regard, dam development and resctlement have had
adverse “collateral” effects. Thus, in the casc of the Bakun hydro-

electric dam, still under construction, the “collateral” effect thus far
has been the loss of around 5-10 per cent of forest to plantation
development and to clearing for resetdement; this will likely increase
as construction goes ahead.
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Logging

In recent times, logging has undoubtedly been the major cause of
1 ion and forest degrad: ‘This will continue in the medium
term, except in the unlikely event of the govemment, cither federal
or state, imposing a moratorium on logging, or sharply curtailing it.
But here, too, there is perhaps some reason for hope that rationality
will prevail and some envi lly and i
level of exploitation can still be found, facilitated by the introduction
of timber certification. Nevertheless, the fact remains that as of the
time of writing, the great bulk of Sarawak’s primary forest have been
logged at least once and in the twenty year period, 1980-1999, about
a million hectares, or 12 per cent, of forest have disappeared.

11 ioab)

CONCLUSION

The preceding discussion indicates that the major areas of concern
pertaining to deforestation and forest degradation in

F Y

are, in decreasing order of importance:

logging, particularly in the rainforest,
cultural devel and 1

F q!

e in the coastal wetlands

forests,

plantation development,
shifting cultvation,
dams and resettlement.

Logging remains the single most important concern for de-
forestation and forest degradation, yet it is difficult to access accurate
information and to conduct public discussion, given the secrecy in
which it is shrouded and the political constraints imposed upon public
debate. What is indisputable is that current logging practices are

lly and ically inable, even in the
conventional economistic sense, aside from issues of the degree of
leakage, the inefficiency of rent capture by the state, and the extent
to which fents are being re-invested in such a manner as to result in
the ¢ inability of the as whole. All these issues
are of significance because by 2010, virtually all forested parts of
Sarawak, aside from the limited areas already established as national
parks and wildlife sanctuaries, would have been logged at least once.
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Wetland forests are also of concern. Wetland forests, particularly
in coastal regions, have already c‘(pcrlcnccd substantial logging. Bu(

1 1 and for ¢

there are also plans for
to agriculture. Given the limited wetlands areas and the critical roles
stal ccology, this is a matter of great concem, especially

they play in co:
since the rate of loss to date exceeds that of dry-land forest.

Shifting cultivation, historically blamd as the main culprit in the loss
of primary forest and far more extensive in Sarawak than elsewhere
in Malaysia, has begun to decline in importance. Additionally, those

areas under shifting cultivation that have not been degraded by
insufficient fallow and/or erosion — due to conversion to permanent
crops such as pepper — will regenerate as luxuriant secondary forest,
although with a floristic composition different from primary forests.
Dams, while dramatic and not without major pmoblems worthy of

investigation in their own right, do not pose a substantial threat to
the forest. Indeed, it might well be aggued that the need to safeguard
the massive investments that dams entail might actually help to curtail
or control logging in their catchment. This has, however, not occurred.
Indeed, in the case of the Bakun hydroclectric dam, the launch of
the project actually resulted in an increased pace of logging, while in
the casc of the Batang Ai dam, an arca that was formerly not logged
the extent of
ollateral” effects

is now being logged, at least at its fringes. Neverthele:
forest dircctly affected by dams is minimal.! The
can, however, be major.

That leaves plantation development and resettlement. While on

paper the extent of forested area suitable for plantation development
is limited by soil and terrain condions as well as labour supply, this
has, in recent times, apparently been not much of a barrier. Much
plantation development will involve already cultivated or alicnated
land, not forest. Nevertheless, conversion of forested area to plantation
is accelerating; some notable examples are cited. At the moment,
however, the total area involved is small relative to the area under
logging; but it is becoming clear that logging starts a process that ends
in plantation development. This situation needs close monitoring.
Resettlement, in many instances, will mean forest loss. Thus, for
instance, the construction of the Bakun Dam and the resultant
resettlement of the affected longhouse communities will mean forest
loss in order for resettlers to revive their economy. However, such
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resettlement, despite their tremendous human problems, will only have
limited impact upon the forested area as the numbers of people
involved are not great. Of greater concern are the policies driving
resettlement as they are critical to the success or failure of a re-

effort. 1f 1 are successful, their impact upon
the forest will be minimal. However, in the event of failure, the
will be aband of the 1 and an attempt to

look for areas of new settlement. This will likely mean encroachment
upon the forest. Nevertheless, the scale is likely to be limited as the
population numbers involved are small.

Finally, it must be asked what the impact of the intemational market
on dome: esses of defe ion is. This issuc is discussed in
greater dc::ul in the overall conclusion to this ﬂud\' Here, it is only
necessary to note lhm while agriculture, in parti llholding cash-
cropping, is resp ctoi ional market prices, as rhcsc are
transmitted rapidly to the cultivator, such agriculture as has been
noted generally does not entail cutting down primary forests. The
same 1s not true for logging. Of course a market for tropical timber
has to exist for logging to be at all attractive. But beyond this very
broad condition, prices are not the primary controlling factor with
respect to the rate and extensiveness of logging. The controlling factor
here is the political economy of logging in the state. Principally, the
award of logging concessions — as sources of quick and massive wealth
— is part of a system of political patronage. Timber has also become
a critical source of state revenue that can be deployed to secure
patronage, political legitimacy and support, aside from more legitimate
development policies.

One important means of political legitimacy and support is through
what are labelled as “minor rural projects” (MRPs) in the state budget.
The allocations for such projects are made through the state assembly-
man. But only statc assemblymen from the ruling party receive such
all ions, which they then dispense as they sec fit, i.c. to those whose
political support they can count on or wish to secure, and to those
whosc political leanings are wavering or can be made to waver. The
expenditure on MRPs generally goes up during an election year.

Leaving aside questions of the adequacy of rent capture on the
part of the state and the uscs to which the captured rent is put, it
may perhaps be pertinent to point out here that policies encouraging
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the downstream processing of timber will make it more difficult to
control the rate of logging in the short- to medium-term'” because a
broader and larger constituency with vested interests in continued
logging will be created, and this will be even harder to resist than the
more limited logging interests.'® In Sarawak’s case, this has been
exacerbated by the fact that the same interests control both logging
and downstream § ing, a si that addi lly allows for

unrecorded harvesting,

Notes

The Sarawak Agniculture Deveiopment Plan study identificd nine kinds
of agm-ccological zones. They were: onganic plains, saline clay plains,
i1 |

g and v hills, igncous . steep hills and
mountans, dissected karst, steep and dissected sedimentary zone, steep
and very high mountain, and fresh water lakes. The first two correspond
o the first hroad zone described here, the third o the second, and the
rest (excepting fresh water lakes) to the third. In area, they cover 2.3
million ha (18 per cent), 1.45 million ha (12 per cent), and 8.45 million
ha (68 per cent) respectively. See Sarawak Agricultural Development Plan,
1992 44

Source for the climate data is the Sarawak Department of Statistics. It
may be of interest 10 point out that some changes in the rainfall regimes
may be occurning in some localitics. For example, Sibu, for which data

o

has been gathered since 1915, has a long-term mean annual rainfall of
about 2.200mm. But the annual mean for 1979-1988 was 3,400mm.

The most recent amendment was in 2000 with the declared objecave of
tidling all land now held under native customary rights. However, there
 especially with
s which some interpreted to mean the

have been considerable misgivings over the

the elimination of some clau:
possibility that the process of titling may mean the loss of land under
long fallow as well as various types of customary forest reserves, including
ritual reserves.

In May 2001, Justice Ian Chin of the High Court of Borneo handed
down a landmark decision stating that native customary nghts pre-datc
statute law and do not denve their force from statute law, although statute
law can limit or extinguish such nghts. In handing down such a decision,
he awarded the case to the plaintiffs, natives whose land had been
alienated to Bomco Pulp and Paper. The decision is under appeal.

The Forest Department’s Annual Report of 1968 stated that “The con-
stitution of protected forests is dirccted against shifting cultivation™

=

o
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(quoted in Hong 1987: 75). To that extent, there have been different
agendas which arguably end up in the same place. We can note that it
was not only the land law that represented state interventions against
shifting cultivators.

. However, comparison with Table 5.3 should indicatc that the quality of
these figures is somewhat suspect. Putting the two scries together suggests
that as of 1985, the extent of forest loss was greater than suggested by
Table 5.2 on its own. However, Table 5.3, based upon revised estimates,
suggests that Table 5.2 may have overestimated the extent of forest loss
by 1990,

As described by the ITTO Mission, “cach forest concession arca (also
known as *forest management unit’), whether in the PFE or State land
forcsts, has a Forest Management Plan [which] contains  description of
the arca, the objectives of or prescriptions on how the forest
management umit is to be harvested, the species to be removed, the
minimum cutting diameter limits, the annual allowable harvest, penalties
for harvesting damages ctc.... The Forest Management Plan for a State
land forest which is likely to become part of the PFE has similar pre-
scriptions to that of established PFE” (ITTO 1990: 19).

The greatest decline was in wetland forests — swamp and mangrove —
that declined by over 14 per cent.

The federal agency which has been responsible for the bulk of land
development in forest areas in the peninsula and in Sabah, the Federal
Land Development Authosity (FELDA), has not been active in Sarawak.

. For a recent survey of the controversy, sce Cramb (1989). See alsa, Chin
(1977, 1985, 1989), Freeman (1955), Hatch and Lim (1978), Harch (1982)
and Hong (1987). Hong (1987: Ch 3) provides a review of the debate
on the ccological inability of shifting cultivation, and ludes that
shifting cultivation, properly practiced and under the right conditions, is
not only ecologically sound, but perhaps the only system of cultivation
suitable for the soil and terrain conditions found in places such as
Sarawak. Cramb (1989) is an excellent review of the conflicting claims
on various aspects of shifting cultivation from the mid-ninctcenth century
to the contemporary period. He too concludes that shifting cultivation
15 ceologically sustainable.

- Such statements were particularly prominent towards the end of the
1980s, when intemational attention was possibly at its height with regard
10 deforestation in Sarawak and abuse of indigenous rights. James Wong,
the infamous ex-minister of Tourism and the Environment, who himself
holds extensive logging concessions, announced, for example, that *it is
a fact of life that the biggest curse to Sarawak forest is shifting cultiva-
tion” (Borneo Bulletin, 1/8/87). Prime Minister Mahathir Mohamad also
joined the fray. Attempting to turn the tide of opinion against those

=

=
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Penan who still practised a nomadic existence and who were prominent
in international campaigns to stop the logging in Sarawak, he stated that
it was the Penan who were “largely to blame for destroying the forests
due to extensive shifting cultivation” (New Straits Times, 17/11/87), even
though the nomadic Penan practised no such agriculture!
12 From a manuscript of M. Heppel quoted in Colchester (1989: 52).
13. Most of the major studics have been referred to elsewhere in the text,
including, most importandy, ITTO (1990) and World Bank (1991).
For example, the Report noted how the most valuable species of the
swamp forests, ramin (gonysty/us bancanus), has been heavily overcut
(ITTO 1990).
The ITTO stated that, if all its reccommendations were put into place
(which has not happened), a sustainable cut rate from untreated PFE
would be in the region of 6.3 million cu, m. per annum. Some eritics
have deemed this figure to high. Nevertheless, cut rates since 1990 have
exceeded 12 million cu. m. per annum, and the tanget for reduction is
9.2 million cu. m., still in excess of even the ITTO's recommendation.
The total log production for 1994, including from SLFs, was 16.32 cu
m., with an expected 17.52 million cu. m. for 1995 (Malaysia 1996: 87).
16, For instance, the langest dam projected for Sarawak, the Bakun Hydro-
Elcctric Dam, will flood an arca of about 80,000 ha, of which about
three-quarters will be secondary forest. Another proposed dam in the
vicinity will flood about 20,00 ha, but most of this will be cither primary
or climax secondary forest. Aside from potential concem about the dis-
uncuveness of tlora and fauna in these arcas and, above all, their impact

=

o

upon native communities, it is clear that the area involved is minor in
relation to the total arca of forest.

17, In the long term, the availability of forests and of timber will be the
controlling factor.

18 Furthermore, under present circumstances that, as a World Bank study
points out, effectively amount to a considerable subsidy for downstream
processors, the level of rent capure by the state will be even smaller.
See World Bank (1991). Thus, once again, we see the unintended con-

of well i p I
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Markets, Politics and Logging*

“This chaprer considers the roles of markets and state policics in logging
and the timber trade as well as their impact on deforestation as well
as forest degradation in contemporary Malaysia. While agricultural
expansion has historically been the single most important cause of
deforestation throughout Malaysia, the ecological damage caused by
logging has been far more important for forest degradation in recent
times. In the post-colonial period, and particularly since the 1970s, the
tropical timber trade has developed as a major commcmlal cconomic

activity wnhm the Malaysian and the i i i .wnth dy-
namics quite independent of agricultural develop
This chapter is primarily devoted to a ideration of the Malay-
sian timber busmus in conncction with the international m)pvcal
timber trade. After briefly considering some Mal
issues, the following are then reviewed: 1hc nature of the mmmunnal
tropical timber trade and its regulation [th h the T
Tlmbcr Trade Council (ITTC) and ()q;nmntlon (ITTO)], their
lications for Malaysi duction and exports, and the timber

busmc« practices of lth:lp:mcsc sogososha. A discussion of the case
of log exports to Japan should help illustrate the actual dynamics of

the timber busi beyond the imagined world of textbook en-
vironmental economics. Finally, the political economy of logging in
Malaysia is idered in lagger perspective to emphasize the business

and political constraints on policy reforms in the face of an ecologically
rapacious and short-termist official growth emphasis and politically
powerful distributional coalitions.

LOGGING AND DEFORESTATION

While federal policies and institutions have ostensibly been dcvlscd to
ensure good inable forest ! d d
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in the 1970s and 1980s duc to lrural and 1
loggmng has been so serious that, a decade ago the World Bank (1991:
1) described Malaysia's forestry sector as a “sunset industry”. In
Sarawak in 1990, for example, forestry accounted for 15 per cent of
its gross domestic product (GDP), 28 per cent of its export value and
54 per cent of its state revenue. The logging of Malaysian forests has
been the subject of much interest, not least internationally, and a
number of studies have sought to document its extent. Some general
wrends are bretly reviewed here.

Trade

Firstly, it must be recognized that timber has generally been a major
source of export carnings for Malaysia. Indeed, timber has been
Malaysia’s second largest net export eamer, after permoleum, since the
carly 1980s, greatly exceeding palm oil (except in 1984, an exceptional
vear for palm oil prices) and rubber. In 1990, for instance, imber
export eamnings and umber products amounted to RM8.9 billion, or
11.3 per cent of total export proceeds, compared to RM10.6 billion
for petoleum, RM4.4 billion for palm oil and RM3.0 billion for rubber.
In 1995, the conmibution of timber exports to export eamings from
primary commodities sull accounted for some 20.4 per cent, although
it declined, as expected, to 5.5 per cent by 2000 (Malaysia 1996: 142).

For many stte governments in Malaysia, amber has been critical
in providing revenue for state budgets. Indeed, this is true for most
states, with an estmated average of 35 per cent of all state budgets
denved from nmber 1n 1995 (Malaysia 1996: 108). This contributon
has vacillated with timber and other price fluctuations, for example,
from an average of 25.6 per cent only a vear carlicr. The dependence
of Sabah and Sarawak on tumber taxes for state revenues has been
especially marked. Sabah, for example, denived 61.4 per cent of its
state revenue from nmber in 1973, 714 per cent in 1980, 52.3 per
cent in 1989 and 39.2 per cent in 1997,

The increase in umber output and exports in the 1970s and 1980s
was dramatic. In the carly 1970s, an average of 70,000 hectares was
cut in Malaysia annually. In 1975, 8.5 million (or 43 per cent) of the
19.2 million cubic metres (cu. m.) logged were exported as raw logs,
yielding RM670 million. By the carly 1980s, umber prices had more
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than doubled, and the logging rate more than tripled to 240,000 ha
per annum, viclding over 30 million cu. m. of logs annually, with over
GO per cent exported as logs. For some time now, Malaysia has been
the world’s leading exporter of tropical hardwood, in addition to palm
oil, rubber, tin and pepper. In 1983, Malaysia accounted for 58 per
cent of the world's tropical log exports and 81 per cent of Asian
exports, exporting 18.7 million cu. m. in that year alone.

Some diversification into downstream processing began in the
1980s, with a ban on raw log exports enforced in Peninsular Malaysia,
and later in Sabah since the carly 1990s. The ban was partly inspired
by the recommendation in the first Industrial Master Plan (IMP) for
1986-95 that the diversification of manufacturing away from elec-
wronics and textiles should involve the development of wood-based

(i ing as a key P The increase in value-added
activities in the peninsula, h T, Was not hed by Sabah and
Sarawak until very much later. In 1984, Peninsular Malaysia exported
only 2.4 per cent of its timber in log form, compared to 79 per cent
for Sabah and 98 per cent for Sarawak (Gillis 1988: 120). Sabah began
some limited d ification into wood facturing and paper mill-
ing in the early 1990s, while Sarawak had mainly been exporting raw
logs, untl it began downstream activities in the mid-1990s.

As log prices rose by 47 per cent between 1985 and 1989, Malaysian
timber export ecamings rose from the mid-1980s to RM7.3 billion in
1989. The share from raw logs totalled RM4.4 billion (from 21.1 mil-
lion tonnes), 63 per cent of which went to Japan, 15 per cent to South
Korea, and 12 per cent to Taiwan. Meanwhile, Malaysia’s sawn timber
exports of 5.1 million tonnes fetched RM2.9 billion, and went mainly
to Singapore, Holland and Thailand. By 1994, the export of raw logs
and sawn timber accounted for RM6.4 billion. By this time, Sabah had
also banned the export of raw logs, and Sarawak had begun developing
downstream industrics and discouraging log exports. In 1990, sawn
log production was 40,147 cu. m., of which 20,354 cu. m. were ex-
ported as logs. By 1995, 32,040 cu. m. were produced, of which 6,880
cu. m. were exported (Malaysia 1993: 28). Official statistics suggest
that sawn timber exports to Europe declined from the 1980s, probably
due to successful pressure by anti-tropical timber logging lobbies.

As the regional chapters showed, the timber harvest rates in cach
of the three regions have been dissimilar. Peninsular Malaysia produced
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about 10 million cu. m. annually between 1976 and 1989, while Sabah’s
production fluctuated, though averaged more than 10 million cu. m.
annually over the same period. Diminishing forest resourees, height-
ened public of and opposition to forest degrad: and
other adverse environmental consequences had reduced logging in
Peninsular Malaysia by the end of the 19705, in Sabah after 1992, and
Sarawak after 1997. But this was initially more than compensated for
by increased timber production in Sarawak. Annual Sarawak timber
output rose from 2.5 million cu. m. in 1975 to 12 million cu. m. in
1985 and 18 million cu. m. in 1990. Figure 6.1 shows the volumes

harvested 1n cach region.

There is little likelihood of stopping the state governments in
Malaysia from exploiting their forests. With Malaysia's constitutional
arrangements, state government exccutives have virtually unlimited
authority over land and forests. Much of the interest in secking public
office at the otherwise much less consequential state level has centred
on the acquisition of such access to land and forest concessions. A
1991 World Bank study has highlighted the poor rent capture via
timber royalties duc to massive illegal logging, and the apparently poor
enforcement capacity at ditferent levels of government for capturing
resource rents. Lacking the managerial and other operational skills
needed to directly manage and exploit forest concessions profitably,
the politicians tum them over to loggers for cuts or commissions. In
the case of Sarawak, for instance, the present and previous chief
munisters (a nephew and his uncle) allocated huge logging concessions
to themselves and their proxies while in positions of power (INSAN
1989). During the 1‘)91 constitutional crisis to strip Malaysia's ninc
sultans (c hs) of :hcu i tn)m legal pros-
ecution, the ruling coalition- lled press publisk
royal houses getting logging concessions which they then tumed over
to businessmen who ran their logging operations.

Hence, in spite of some half-hearted federal govemment and media

i instances of

cfforts at exposing corruption, tigh and advocating
forest conservation, logging interests h1\c faced few constraints
besides sporadic local and i ional disapproval. The

cumulative effects on the forests have been severe, according to the
National Conservation Strategy study undertaken by the World Wide
Fund for Nature, Malaysia (WWEM 1993), which adopted a natural
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cal size

resource accounting approach. The study shows that the phy
of Malaysia's forests has declined drastically.

THE INTERNATIONAL TIMBER TRADE

In the post-colonial era after the Second World War, many tropical
countrics have experienced boom-bust timber export pattems, with
high initial export eamings followed by the depletion of old-growth
forests, poor management of second-growth forests and the collapse
of wood-processing industrics. However, in the global economy, timber
prices reflect global market scarcitics, rather than, say, national scarcities.
Hence, individual producing countries are essentially *“pric
Competition from temperate imber as well as timber substitutes has
inhibited tropical timber prices from rising very much in real terms

takers”,

during the post-war period.

Duc to high stumpage values (i.c. the difference berween log prices
and logging costs, often equated with the resource rent) there is a
strong imperatve to log out the forests as quickly as possible (to cam
a posiuve rate of retumn from investing the stumpage value), thus often
exacerbating the boom-bust cycle, which is seen (by most ncoclassical
cconomists) as self-regulating and hence, cconomically rational. Slowly
increasing stumpage values — especially from old growth forests, in
which net timber growth i

virtually zero — do not encourage defer-
ment of logging, and therefore, only policy intervention can check or
reverse this “market” imperanve to log quickly.

The adverse consequences

of logging to the environment and to

living standards, especally for those drawing sustenance from the

forests and related cco-systems, such as rivers, are considered n
“externalities”, which do not directl
duction per se, and hence, are not effectively

auve

¢ impose costs on umber pro-
valued by the market.
Rapid and excessive logging — often associated with boom:bust eycles
= has usually been accompanied by poor forest management as well

as incfficient wood processing. However, while this boom-bust

phenomenon could be inimical to sustained forestry, it could also be
consistent with sustained growth of economic output if the caprured
stumpage value from the umber boom s well invested.

Vincent (1992) identifies umber concession policics and log-export
festrictions as major culprits exacerbating the boom-bust cycle by
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suppressing “timber scarcity signals”, and hence, market responses to
such signals. However, the slowly climbing world timber prices (which
Vincent acknowledges for the past and predicts for the future) hardly
amount to much of a “scarcity signal”, especially the substitutability
of temperate for tropical timber. Also, there is little evidence of in-
clasticity in the prices of Malaysian timber as prices rose dramatically
in the 1980s.

Timber concession policies, it is argued, generally fail to ensure
optimal forest tenure and management with the cffective capture of
value, thus ing both g and logging con-

from responding to rising page values. However, the
fact that existing concession policies have failed to do so does not
mean that the concession policy in itself is fundamentally flawed and
cannot be developed to ensure better outcomes. Also, if world timber
prices are not nising enough to encourage forest conservation, it does
not really matter that concessionaires do not respond as they would
not have done so anyway.

Often, political influence and wasteful rent-secking activity (e.g.
clection funding) are involved in securing logging concessions, and the
fees or taxes paid by concessionaires for the timber extracted fall far
short of the stumpage value, i.e. the government only captures a small
proportion of the resource rent, leaving the balance of the rent
available for political capture. Consequently, the contribution, and
hence the value of forests to government revenue for public spend-
ing purposes is reduced. In some situations, this could limit the funds
available for forest and may

to opt for conversion of forestland to uses that ucld grc:ucr govern-
ment revenue.

In Malaysia and Indonesia, however, the timber revenue is still very
large, and more than enough to adequately fund bmcr forest manage-
ment and discourage forest land ¢ s to y
if the government were to use a low discount m(c in its plnnmng
While some stumpage value is lost due to rent secking, to other trans-
action costs as well as to inevitable inefficiencies arising from such
resource allocation, concessionaires still end up capturing most of the
stumpage value, but have little incentive to improve forest management
owing to the typically short or uncertain (for political reasons) duration
of their concessions.
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Counmes with a natural resource may not have a comparative ad-
vantage in pmcessing it. Hence, policy makers have wrongly assumed
that by expornng primary commodities (saw logs), a country foregoes
jobs and addinonal export revenues from further (value-added) tim-
ber processing. Consequently, restricuions on log exports o sumulate
domesae wood processing have diverted capital, lahour and other
factors of production fmom more cfficient economic deployment, with
d ity and efficient alloca-

negative q es for e

urces.

p

ton of re:

Also, by suppressing foreign demand, log export restnctons depress
domesuc log prices, giving the domestic wood processing industry
cheaper raw materials. Empirical evidence generally suggests that,
because of log-export restrictions, the loss due to the lower price of
wood 1s not offset by the value added to the wood due to timber
pmcessing. Such a loss of revenue due to trade restrictions has been
referred to as “rent destruction” (Gillis 1988, also see Lindsay 1989
for an esumate of the magnitude of such rent destrucnon due to the
log export ban in Indonesia).

In Peninsular Malaysia between 1973 and 1989, for every US$S2,200
per year for a sawmill job created, US$6,100 was lost due to the re-
duction in the value of wood exceeding the value added o the wood:
consequently, USS16,600 in foregone revenue from log exports was
lost; stumpage values also declined by 31 per cent duc to log-export
restrictions (Vincent 1992). According to the World Bank (1991: 89),
“Each sawmill job created by the log-export resmcnons cost Peninsular
Malaysia annually RM16,000 in cconomic value added, RM44.800 in
export carnings, and RM92,600 in resource rent. In contrast, the
verage annual wage in sawmlls in 1989 was around RM6,00.”

Log export restrictions “distort” price signals, as such restnctions
4 1

are typically imp in o p g industry ¢

of rising timber prices. \uch price rises may be further increased by

log exports to economies restneting imports of processed wood pro-
ducts. Log export restrictions may mute the market signals that would
otherwise indicate that expanding processing capacity may not be not
efficient as wood supply is declining and processing capacity cfficiency
1s not intemationally competitive.

Thus, log-export restnctions alone are likely to result in processing
over-capacity, and consequently, n excessive logging, land use con-
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version and poor forest management. In both Indonesia and Sabah,
for example, primary wood processing capacity alone is double the
respective annual allowable cuts (David Brown, personal commu-
nication): Indonesia’s saw and plywood mill capacity is around 45
million cubic metres per year, while the annual allowable cut is around
22 million cubic metres per annum; in Sabah, “primary processing
capacity, now estimated at around 4 million cu. m. of log input, ex-
ceeds the state’s sustainable harvest level by a factor close to 27 (World
Bank 1991: 89).

Also, it should be emphasized that the higher log prices one might
expect from a lack of log export restrictions may still not provide the
necessary €conomic incentive to ensure forest conservation or satis-
factory forest management, and may, in effect, have the perverse effect
of encouraging short-term rent maximization by acceleraung the rate
of logging and log exports. Conversely, lower prices due to excessive
supply may also result in increased logging in order to compensate
for the lower prices.

While p Yy protecton is
ton of d

for the promo-
“infant” ind f Iy, most g
of tropical countnies do not wean their wood-processing industries off
cheap wood. This cnticism is ble to much of the p: ion in
previous decades for infant industry promotion. However, the
successful transinons in Japan, Taiwan and South Korea from import
sut 10 export ed ind | suggest that invest-
ment incentives can be structured in ways 50 as to ensure that protec-
non 1s temporary and conducive to achieving intemational competiive-
ness, c.g. by making cffective protection contingent on successful
export promotion.

If amber producing countries, duuugh more appmpnzxr and cff-:r
ave g intervention,
wood-processing industries succcssfull) greater c:pan czr.mngs and
govemnment revenue could lly be gained by exporting higher-
value wood manufactures, rather than larger volumes of cheap,
unprocessed logs: Thn must, however, seem most unlikely in view of

bl

what has hapr d so far. T or higher taxes on
log exports could well provide xhc v.mdou of opportunity for a viable
and wood p g industry to emerge.

Excessive industnal czpmr) which mxgh: mcoungc cxcessive logging,
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could casily be avoided by limiting (c.g. by licensing) such capacity
based on considerations of sustainable logging and forest conservation.
This limited capacity could be auctioned off among interested parties
to minimize the le and duration of protection. Of course,
the political authorities concered could well abuse such a mandate
for intervention, and the possibility of seriously reducing such abuse
13 not likely to happen where there is a market for political influence.
Instead, such abuse is more likely to be contained by institutional
: rather than enhancing the scope for rent-secking
s, ¢.g. by public auction and strict regulation of

reforms constraini
business influenc
logging concessions as well as wood-processing licences. Simple
reliance on market forces is likely to exacerbate negative externalities,
such as def and forest degrad which do not impose
dircct costs on loggers. Market-based incentives or disincentives,
however, may well be the superior choice among alternative policy

opuons, e.g. when the monitoring or enforcement costs of effective
regulation are prohibitive, though this should not dogmatically be
assumed to always be the case.

Also, the presence of wood processing industries may well gencrate
political pressures to siow down the rate of timber extraction in order
to achieve sustainable forestry to ensure continued timber supply in
the future. In such circumstances, the most efficient timber processing
industries could be induced to invest in plant and machinery in retum
for secunng long-term timber supplics, since boom-bust cycles might
otherwise deter such long-term investments. However, if wood-
processing industrial capacity is not limited by licensing that takes into
consideration available forest resources and pemussible cutting rates,
then it is more likely to enhance pressures for increased logging.

However, besides the problem of the political influence of the
“protected” industries, another possible problem in contemporary
Malaysia is that the remaining available timber supplies (primarily in
Sarawak) may already be too little (1o ensure scale cconomics in the

long term) and too expensive (to Lransport to existing processing
industries) to significantly improve the prospects for and international

compctitiveness of wood ssing capacity in Malaysia, which is
stll laggely concentrated in the peninsula. With profitability ensured
by the indefi i, not temporary) protection provided by

the log export ban, the likelihood of achieving international com-
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petitiveness may well have been undermined, though bil
tend to underestis the likely effici gains ivated
by profit maximization.

While emphasizing the deleterious effects of timber concession and
log-export restriction policies, Vincent (1992) denics that high import
barriers by developed countries against processed tropical timber
products and low tropical timber prices in intemational markets have
contributed to this boom-bust cycle. However, there has been con-

iderable evidence of signifi if declining, trade (especially non-
wariff) barriers, especially in Japan, against the import of processed
wood, particularly plywood. It was only in the early 1990s that
politically-backed Indonesians (most notably, Bob Hasan) — who had
carlicr succeeded in getting the government to impose a ban on
Indonesian log exports, thus “protecting” the Indonesian wood pro-
cessing industry — succeeded in raising the quality of their plywood
exports to mect Japanese import specifications, thus undermining the

ligopsony of Jap gososha timber imp and raising the
prices of tropical timber imports into the Japanese market.

The political and cconomic factors contributing to existing timber
concession policies have also served to keep tropical timber prices low
— in a highly imperfect market — due to the failure of lhc govem-
ments d to more effectively capture the p

rents derivable from timber exports. Intense compcu’tion among
suppliers from different countries — whose elites usually seek to capture
timber rents for themselves as quickly as possible while they can —

and binding land fi ial controls over suppliers by
oligopsonistic log pumhascrs mean rhzl one should not assume the
of a sy ally c ional timber market,

i.e. with close to perfect compcuuon involving many sellers as well as
many buyers on both the supply and demand sides.

While the General Agreement on Tariffs and Trade (GATT) has
succeeded in reducing wood import taxes, non-tariff barriers have
become more significant, e.g. supposed quality controls on plywood
and “ccological” labelling of wood sources. Some timber exporting
countries have imposed export taxes on sawn wood exports to
encourage further wood processing “downstream”. In Indonesia, the
govemment introduced a prohibitively high export tax on sawn tmber
in 1989 to kill off the sawn wood export industry, resulting in the
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diversion of the log supply to the more favoured plywood industry
(David Brown: personal communication).

However, Vincent (1992) argues that these actually constitute efforts
by the govemments concemed to capture some of the resource rents
available. Whatever the case, before the 1990s, the higher tax rates on
log exports seem to have langely failed in Malaysia to discourage log
exports in favour of processed wood exports, which are still taxed
less or not at all. As noted carlier, part of the reason for this is the
fact that the Sabah and Sarawak state governments prefer log exports
as much more tax revenue consequently accrues to the state govern-
ments concerned, under the Malaysian federal fiscal system. The
Malaysian tax system allows taxes on natural resources (including
timber) to be imposed by the state governments, instead of by the
federal govemment, which collects most other taxes.

Import barricrs have certainly not prevented Peninsular Malaysia
from becoming the world's largest exporter of hardwood sawn-wood
or Indonesia from becoming the world’s largest plywood exporter.
Also, the removal of trade barriers would primanly benefit temperate
wood exports. Nonetheless, tropical wood producers would probably
secure higher prices for their wood without such barriers. Also,
tormidable tariff and non-tariff import barriers to greater value-added

topical wood processing and manufacture continue to exist. The
average export prices for tropical hardwood logs and sawn wood have
been substantially lower than the corresponding prices for temy

hardwood products because most tropical timber exports can be easily
substituted by, and hence must compete — on the basis of price - with,

timber products made from temperate woods.

While competition with temperate wood may have thus inhibited
price increases for tropical timber products, it is not clear why this
inhibition constitutes an adequate explanation for why tropical
y been significantly cheaper than
hardwoods from Africa as well as from temperate sources (see Vincent
1992). Instead, 1t has been suggested that timber extraction costs are
generally lower in Southeast Asia, owing to lower labour costs, better
transport infrastructure and the much higher density of commercially-
valuable trees, implying that the price determination is on a “cost-plus”
basis rather than what is implicd by most assumptions about
substitutable timbers and hence competitive timber markets.

hardwoods from Asia have consisi
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INTERNATIONAL REGULATION

An important development in the last decade has been the establish-
ment of the International Tropical Timber Organization (ITTO).
Following the signing of the Intematonal Tmpl:a.l Timber Agreement
(TTTA) in 1985, ibly to achieve 0 of
tropical forests by the )car 2000, most producer and consumer
countries came together to form the ITTO. As the world’s leading
importer, Japan agreed to set up and support the head office in
Yokohama, with the first head coming from Malaysia, the biggest
exporter. Japan has been the largest contributor of funds to the
ITTO, totalling US$42.2m by late 1991 (Yomiuri, 5/12/91). Considering
trends in the international trade of tropical timber and the resulting
deforestation, it is now broadly acknowledged that current levels of
consumption are unsustainable. The ITTO has also been encouraging
producer countries to develop processing industries to raise domestic
value-added and thus, it is claimed, to reduce the number of logs
extracted from the forests.

In the first half-decade after the establishment of the ITTO, 85
million hectares of rainforest were logged. Indeed, this brings into
question the effectiveness of the onganization, highlighting the contra-
dictory roles of promoting the timber trade while ostensibly ensuring
sustainable use and conservation of rainforests. Part of the problem
with the ITTO is that it focuses primarily on timber as the only
cconomically viable forest product, while the commercially ambiguous
ccological value of virgin tropical forests is ignored.

The 1992 — that log production would be reduced
starting September and that a quota of 1.4 million cubic metres per
month would be introduced — was held up by state and federal offi-
cials as pmot of Sarawak’s and Malaysia’s commitment to the ITTO
recc Le. iding the app of pli on the
eve of the Earth Summu in Rio de Janciro. However, total official
log production in 1992 of about 19 million cubic metres was still well

in excess of the ITTO fation. Although production declined
in 1993 and 1994, production has continued to be in excess of the
quotas that the go d claim to be plying with.
(Similarly, the Ind; has | that by the end

of the century, it will comply with ITTO guidelines “in principle”, i.c.
apparently not in practice.) Sarawak has also failed to implement other
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crucial ITTO recommendations and to address the land rights claims
of the indigenous people. All this underlines the inability of the ITTO,
acting alone, to bring about sustainable logging.

There are conditions laid down in the General Agreement on Trade
and Tanffs (GATT) that inhibit efforts towards sustainable forest
management. The introduction of bans on exports of logs — as in
the Philippines, Indonesia and Thailand - is considered to be pro-
tectionist, and hence, directly contravening the GATT. GATT also
made it illegal to impose trade restrictions on products according to
the method of production. In other words, importing countries have
not been allowed to limit or ban the import of unsustainably produced
timber in favour of sustainably produced tmber, as Austria sought
to do with eco-labelling back in 1992, much to the displeasure of the
Malaysian government. Furthermore, discrimination or subsidies to
promote sustainable management are also illegal under the GATT.

GATT trade regulations make it illegal for any industry to be
iized, even to become more environmentally responsible. Such
onmental con-

sul

GATT economic regulations with clearly adverse envi
sequences c major obstacles to more bl

policics. Such rules are clearly outdated, and reflect how free market
policies can be ecologically destructive, if not offset by appropriate

regulation, including the of so-called market-based incentives.

THE MARKET

Only 4.5 per cent of the total wood extracted from tropical forests
around the world is exported, the rest being consumed within the
country of origin (Arafune 1991: 14). Hence, it would seem that the
producing countries themselves are to blame for the high levels of
consumprion. However, in Malaysia, where Japanese involvement in
logging 1s high, exports account for the majonty of the total quantity
of timber extracted, especially in Sabah and Sarawak. In parucular,
roughly two-thirds of the wood extracted in Malaysia was exported
m the 1980s; if fuel wood gathered from forests is discounted, leaving
only commercial timber, then the percentage exported would rise to
over 80 per cent (Nectoux and Kuroda 1989: 21). Additionally, 63 per
cent of logs exported from Malaysia went to Japan in 1989 (Jomo
1992: 2). In any case, the low figure of 4.5 per cent for tropical wood
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exports is mislcading because only a small portion of the tropical forest
wood extracted globally is of commercial value ml:mauomlly Whm
measuring the volume of wood d, d

appears high, but this is because local people collect firewood fmm
the forests, scraps from the forest floor or debris left behind after
logging. In doing so, they do not damage the forest as much as log-
ging practices do.

As Table 6.1 shows, total European tropical timber imports have
been less than those of Japan alone, which accounts for slightly over
half. With only some two per cent of the world’s population, Japan
imports 30 per cent of all tropical timber, and half of all tropical
hardwood logs traded i lly. Tropical hard d log imports
by ITTO consumers came to 22.9 million cubic metres in 1991; 45
per cent of this total went to Japan, though Japanese consumption
dropped by 8 per cent in 1991. In the mid-1980s, most Japanesc
tropical hardwood imports (96 per cent in 1986) were processed into
plywood, the major end-uses for which were in construction (55.4 per
cent) and fumiture (30.2 per cent) (Nectoux and Kuroda, 1989: 5).

Japan also dominates the intemational import market for tropical
sawn wood, accounting for almost a fifth of total ITTO consumer
imports of 5.5 million cubic metres in 1991. Japan is also the dominant
wopical hardwood vencer importer, accounting for 677,000 cubic
metres in 1991 from total imports of almost 1.2 million cubic metres.
Japan is also, by far, the largest market for tropical plywood, taking

Table 6.1 Imports of Tropical Timber by Major Consuming Countries

Country 1988 1989
Japan 18,383,644 23939512
South Korea 6,008,160 6,027,300
United States 5,122,450 3,605,848
United Kingdom 2,859,822 2,586,634
therlands 1,984,686 2350914
France 2,076,242 2249,956
Iualy 1,623,764 1,860,012
Germany 1,597,052 1,738,320
Span 1,085,660 1,165,400

Note:  Unit of measurement is cubic metres of round-wood equivalents.
Source: Japan Tropical Forest Action Network, 1991.
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2.9 million cubic metres of total consumer imports of 8.1 million cubic
metres in 1991 (Frezailah 1993).

Tropical hardwoods provide beautiful, durable woods, with smooth,
defect-free surfaces, which are resistant to warping, but such wood
has long been used as disposable plywood in Japan because it costs
less to cut down a tree in, say, Malaysia, and ship it to Japan to make
plywood than to make plywood from “inferior”, but more expensive
Japanese softwood. In Japan, the already intensified logging of
“national” (i.c. statc) forests had to be supplemented by massive
imports starting in the 1960s as the cconomy took off and domestic
stocks became increasingly inadequate and expensive. High labour and
other production costs, the rising yen and increasingly difficult access
to the forests rendered dy timber far more costly
than imports. With growing affluence, public pressure for forest
conservation soon further limited and raised the costs of logging the
Japanese forests.

This triggered and has since sustained the “logging boom” in
Southeast Asia, which has continued to the present. The continued
availability of relatively cheap tropical timber from abroad has thus
discouraged less wasteful use of timber as well as substitution by other
materials. Japan uses much of its imports of tropical hardwood for
the production of plywood. Since tropical hardwood is so cheap,
there is no economic imperative to seck altematives to the use of
hardwood in plywood production and the use of plywood itself.

Tropical plywood has become so much a part of the Japanese
construction industry that building contractors will not consider any-
thing clse. Some plywood is also employed to make cheap fumniture

that is so little valued that it is often discarded when people move
house. Hence, tropical hardwood imports remain high, Indeed, demand
increased in the mid-1980s when housing starts increased from 1.14
million in 1983 to 1.37 million in 1986, and again sharply to 1.67
million in 1987. In 1986, the number of housing starts per thousand
inhabitants in Japan was double the number in the USA, and more
than double those in the European Community (Nectous and Kuroda,
1989: 55).

The late 19805 saw a resurgence of tropical hardwood imports into
Japan, but these imports were exceeded by those of temperate
softwoods. This fact suggests that actions taken by producing countries
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in recent years, such as the Ind and Peninsular Malaysian log-

export ban, have made it difficult for importers to continue the
practices of the 1960s and 1970s (see Jomo 1994). Hence, softwoods
are beginning to replace tropical hardwoods. However, Japan still
imported 29 per cent of the world's rainforest hardwood in the late
1980s (Nectoux and Kuroda, 1989: 5), and wood and paper con-
sumption in general remains high.

The overwhelming significance of Japan as the market for over half
of world tropical timber exports is enhanced by the oligopsonistic
character of the Japanese timber import business that are dominated
by massive general trading houses known as sogososhas that organize
the imports of tropical timber (Jomo 1994). In the case of timber,
Japan’s share of the Southeast Asian exports is so important that
prices have come to be determined by demand in Japan, weakening
the bargaining power of the producers and their influence on prices.
The top 15 sogososhas are important dealers in tropical timber, with
the ten biggest being: C Ttoh & Co., Marubeni Corp., Yuasa Sangyo,
Sumitomo Forestry, Ataka Mokuzai, Nissho Iwai Corp., Nichimen,
Mitsui & Co., Mitsubishi Corp. and Tomen. Together, these companies
imported over half the tropical logs produced in the world into Japan
in 1987 (Nectoux and Kuroda 1989: 65).

The role of the sogososhas in the tropical timber trade is crucial
hccau\c lhc\ involve themselves in all levels of ncmu) extraction,

ing and distribution, both di ically and abroad.
l\uo pracuccs cmplmtd by the sogososha have greatly facilitated
imports into Japan, with dire effects on the environment. The first
has been to loan capital and equipment to timber merchants who
omganize the logging. The sogososha may then also sell or lease the
necessary heavy equipment to the loggers for their operations.
Repayments for the loans may be required in log-shipments, thus
guarantecing the supply of logs.

The second has been to engage in joint ventures with local com-
panies that are often required by govemment policy to put up 60 per
cent of the initial investment to retain local control. Sometimes,
especially if the Malaysian logger is small or prefers to reduce its
exposure, it cannot or does not raise the required funding. The
Japanese company may advance the rest — sometimes another 30 per
cent of the total for the project in addition to the legally permissible
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40 per cent stake — in uninsured, back-door dealings, since formal
forcign ownership is limited by law (Nectoux and Kuroda, 1989: 68).
Since Japan provides the major market for high-quality hardwood and
the sogososhas have control, albeit indirectly, of the resource base,
their arrangements put pressure on loggers to work as quickly as
possible and to engage in logging practices that are highly destructive.

There is evidence to suggest that the Japanese have privately
recognized that changes are required. The timber importers in Japan
agreed to cooperate in reducing imports for 1992 by 15 per cent from
1991 levels, and planned to reduce imports by 35 per cent over the
next five years, perhaps duc to declining demand (with the “bursting
of the Japanese bubble”, and its consequences for real estate and
construction, and growing timber imports from Siberia and Northeast
Asia) and 0 an effort o try to raise timber prices. Morcover, com-
panies like Marubeni, Komatsu, and C. Itoh have pledged to help
promote development in the producing countries by building pro-
cessing plants and paper factories in response to local government
pressures to gain more from their umber endowment. Efforts to
promote intemational afforestation projects are also underway. Finally,
nufacturers are tackling the issue of

the association of plywood ma
using temperate softwoods instead of tropical hardwoods (Nibon
Kogyo Shimbun, 23 March 1991),

There is no reason to expect the authoritics in timber-importing
8. Japan, to require their own timber industries to cnsure

economies, .|

nable rate with greater benefit to the
Malaysian economy and the local populations adversely affected.
Hence, for example, until the supplies of cheap high-quality tropical
timber diminish sufficiently and prices nse sufficiendy
methods and their matenial requirements to change, the construction
industry in Japan 1s likely to continue to use hardwood plywood, and
only respond to resource exhaustion by diverting attention 10 other
suppliers when Malaysia becomes unable to meet Japanese demand.
It 1s important to emphasize that if the demand for tropical timber
is reduced for some reason or other (c.g. a ban on particular uses of
wopical timber), as angued for by

that logs arc extracted at a sus

for construction

some advocates of greater forest

conversation, producing countries will not necessarily manage their
fo in a more ble fashion. As a red of demand

would lower timber prices, imber producers may well increase supply
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to compensate for reduced stumpage values due to lower prices. Of
course, if prices fell below extraction costs, production could be
expected to decline or even cease, although this is unlikely to happen
in practice. As loggers have already invested a great deal in securing
concessions and equipment, they would want to minimize their losses
by continuing to produce after price downtums, presumably with the
hope that prices would rise once again.

In other words, the institutional context of logging tends to
encourage production, and as we shall show later, short-termism and
price changes might not have the straightforward cffects of supply
and production one might expect from a simple supply-demand
model. An cffective intemational cartel arrangement is urgently needed.
It should seek to ensure reduced logging or timber production as well
as higher log revenues (resource rents) for log-producing countries,
as well as insututionalized mechanisms to ensure greater forest con-
servation and better rain forest management.

MALAYSIAN TIMBER PRODUCTION AND EXPORTS

Malaysia’s impressive cconomic growth record and ofﬁcizl efforts to
promote industry have ot d the signifi and v bility of
continued reliance on pramary commodity exports, which have become
more diversified, particularly with the increased contribution of

depleting resources such as petroleum and timber. While forestry is
theoretically renewable, those familiar with logging activities in the
Malaysian jungle and the country’s track record, especially in the
castern or Borneo states of Sabah and Sarawak, have no illusions
about this.

The problem was exacerbated by the general decline in primary
commodity prices during the carly and mid-1980s, encouraging
c Yy s in production volumes, especially of petro-
ILum gas and timber. Hcm:t. despite some carlier half-hearted efforts
at forest conscrvation, mainly in Peninsular Malaysia, logging interests
in Sabah and Sarawak have faced few constraints other than local
community resistance, some NGO activism and intemational dis-
approval. The pillage of Malaysian forests — primarily for export to
Japan from Sabah and Sarawak — began to slow down from the
ninctics, with less timber left to extract and export. By that tme, the
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Philippines and Thailand had been virtually logged out, with Indonesia
fast moving in the same direction.

By the end of the 1970s, diminished forest resources and height-
ened public awareness of its grave environmental consequences have
reduced logging in Peninsular Malaysia, but this has been more than
compensated for by increased umber production in both Sarawak and
ah. Annual timber output in Sarawak rose from 2.5 million cubic
metres in 1975 to 12 million in 1985 and 18 million in 1990. Between
1963 and 1985, 30 per cent of Sarawak’s total forest arca was logged.
s Malaysia entered a deep recession in 1985-86, it became cven
more dependent on export camings from exhaustible natural resources
such as petroleum and timber. However, dramatic economic growth
since the late 1980s did not result in a corresponding reduction in
umber export camings, as the interests desiring logging are quite un-
ed intemational concem about

related to such growth. Despite incre:
Malaysian over-logging, especially in Sarawak, timber production was
stepped up in the late 1980s. In Sarawak, log output rosc by 64 per
cent from 11.5 million cubic metres in 1986 to 18.8 million cubic
metees in 1990, with the greatest increases occurring in 1987 (19 per
cent) and 1989 (26 per cent), when log prices rose by an average of

20 per centand 19 per cent respectively. Meanwhile, saw log exports
rose by 55 per cent in volume, but by 123 per cent in value — from
10.2 million cubic metres worth RM1,291 million in 1986 to 15.9
million cubic metres worth RM2,883 million in 19901

Log exports by ITTO producing members totalled 23.9 million
cubic metres in 1991, 5.7 per cent less than 1990 exports, of which
Malaysia accounted for 81 per cent. Tropical sawn-wood production
n ITTO producing nations fell 16.5 per cent in 1991 to 32.9 million

cubic metres. Total tropical sawn-wood exports were 7.3 million cubic
metres in 1991 (with Malaysia accountng for 67 per cent), increasing
by 7.6 per cent in 1992, Tropical hardwood veneer production
mncreased by 12.7 per cent to 1.5 million cubic metres in 1991, while
tropical plywood output increased by 3.7 per cent in 1991 1o 12.8
million cubic metres. Veneer exparts, also led by Malaysia, increased
by 23 per cent to (.83 million cubic metres in 1991, Tropical plywood
exports continued to grow in 1991, rising by 7.5 per cent from 1990
levels to 10.5 million cubic metres, with recent increases largely
accounted for by Mala
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‘The Malaysian authorities have proved to be very accommodating
by responding positively to growing intemational, especially Japanese,
demand for tropical timber. As carly as 1966, a Malaysian govemment
timber official wrote, “It is incumbent upon us to open an area for
exploitation irrespective of whether this arca is adequately stocked
with the requisite regeneration or not. Inadequacy of stocking before
felling should not be allowed to hinder the progress of exploitation™
(quoted by Sesser 1991: 46). In the late 19805, Japan imported almost
two thirds of its tropical hardwood log imports from Sarawak in
Ma Malaysia provided four-fifths of the 10 million cubic metres
of unplcal hardwood logs used by Japanese plywood manufacturers
in 1992 (Fricdland 1993). Malaysia has substantial new plywood and
veneer capacity and would continue to account for a large proportion
of aggregate increases in these categories in the mid-1990s.

However, Malaysia too was eventually forced to impose restrictions.
Realizing that the peninsula’s timber supply was rapidly running out,
the federal government limited logging starting in 1978, reducing the
annual rate of cutting by more than 60 per cent in six years, and ban-
ning the export of logs. Nevertheless, the Sarawak state government
has scemed determined to continue exporting logs, in spite of the now
much reported popular local native resistance to the logging. On the
other hand, there is no reason to expect the Japanese authorities to
require the Japanese timber industry to ensure that the logs are
extracted at a sustainable rate with greater benefit to the Malaysian
economy and the local populations adversely affected. Instead, in 1988,
two shipments of 38,500 cubic metres of logs were made from Brazil
(where log exports had been officially banned since 1973), suggesting
that Japan is perfectly aware that supplies are diminishing in South-
cast Asia, and alternative sources must be secured (Nectoux and
Kuroda, 1989: 30).

Under pressure from profit considerations, debt financing of log-
gers puts huge pressure for the logs to be extracted as quickly as
possible. Firstly, growing debt-servicing requirements put pressure on
loggers to clear their debt liabilities as quickly as possible by acceler-
ating production. Secondly, uninsured funding is of concem to the
Japanesc financier. In any case, the loggers are rushed, giving rise to
numerous problems.

In a survey of commercial logging operations in Malaysia, extrac-
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tion of only 10 per cent of the trees in a specific area resulted in an
additional 55 per cent being damaged or destroyed in the process
(Arden-Clarke 1990: 5). The heavy equipment usually utilized for
timber extraction has been estimated to leave up to 40 per cent of
logged forest area bare (Chin 1992: 59). The logged areas consist of
severely compacted sub-soil, where natural regencration of forest —
as opposed to secondary jungle vegetation — is very difficult, Logging
roads alone may account for a further 14 per cent of the area cleared
by logging activity (Nectoux and Kuroda, 1989: 20).

Sometimes, the authorities may be ly unaware of the full
cconomic, social and environmental consequences of the logging of
runforests though very often, they are constrained by those in power
who benefit dircetly from the logging. Besides the problem of poor
policy implementation and regulatory enforcement, policies and
regulations are far from adequate in light of the problems faced. Mean-
while, the executive officials and legislators at state government level
in Malaysia often privately benefit from inadequate policies and regula-
as well as from their poor implementation and enforcement.

The influence of vested interests in compromising and undermining
the role of the state in relation to logging is also reflected in the form
the stare g do not

tion

of low effective tax rates. Cc y
tax the logging companies enough to even cover the real costs of
reforestation and enforcement of logging and other related regulations,
let alone maximize resource rent capture by the state, With few taxes

to pay, and poor enforcement, the loggers cut down the forests to
maximize short-term rather than long-term retums for themselves and
the usually politically connected concession holders.

Having no economic stake in the forest's regeneration, the loggers

have langely been oblivious to the importance of long-term manage-
ment. Much illegal logging follows as a result, with logging companics,
especially the smaller ones which are less concemed with maintaining,
acceptable relations with govemment regulatory agencies, often dis-
regarding the restrictions for selective felling in order to maximize
profits in the short-term. Under-declaration of the wood extracted and

exported from a concession is common, while accounts are often
“fiddled” with, This allows exporters to pay less to the government
in royalties and tax, while concealing illegal profits. As governments
realize that timber revenues have been well below what they should
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be, taxes have been raised, but often only leading to further tax evasion.
Statistical discrepancies suggest that more wood arrives in Japan than
has been declared as exports from the country of origin (Nectoux and
Kuroda 1989: 72). Such illegal logging has been ignored by the Japanese
companics importing the imber and by [zpancsc trade authorities.

Many argue that such imber or it
to economic devel and the imp of Malaysian welfare.
It is usually also stressed that logging practices and timber exports
are in accord with Malaysian gov policy. Undoubtedly,

producing countries have come to rely heavily on the export of raw
materials, such as timber, as a major source of revenue. In 1990, imber
export eamings amounted to 11.3 per cent of Malaysia’s total export
proceeds (Jomo 1992: 1). Clearly, the loss of the rainforests will even-
tually result in economic problems as well as other dnﬂiculnms for the
producing but such med and long:

are not of much concem to governments and businesses with short-
term prioritics and considerations.

Such arguments suggest that the tropical timber trade has become
too important to the producing countries’ economies for decision-
makers to voluntarily put a stop to it until the resource is exhausted.
It is important to emphasize that existing logging arrangements
primarily benefit a small, albeit influential minority of politicians,
businessmen and, arguably, their employees (see Jomo 1992). It is
further argued that by stopping logging, people will be forced to
exploit the land in some other way, for instance by clearing the land
for farming or grazing (Arafunc 1991: 14). But with cfficiently en-
forced and more ble forestry forests can be
harvested with less adverse consequences, not only for timbes, but also
for other secondary forest products such as fruits, nuts, resins and
oils; c.g. rattan cultivaton in forests appears commercially feasible in
Malaysia. At the moment, however, the emphasis remains exclusively
on umber extraction, with the damage to the forest that goes with it.

The long-term impact of logging on the forest is less obvious. By
removing all the largest trees during logging, the shade from the sun
is lost, and the complex eco-systems of the forest floor, unable to
survive the increase in temperature, may gradually decline and some-
times even dic out. Without the shelter and water absorption capacity
of the taller trees, rain water washes the soil away, while logging roads
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turn into rivers of mud after downpours. Also, the forests may be
cleared if shifting cultivators move into the forest to farm the land
after the loggers have left; thus, they may eventually convert the old
1if they are constrained from
moving on again. The gradual disappearance of the rainforests not
only threatens the livelihood of the indigenous communities who live
in them, but also the stability of the global climate.

The irreparable and irreversible consequences of logging for the
equatorial forest ecosystem and its resources are increasingly known,
More importantly, rural Malaysians — especially those with the most
inumate relationship with the forest - are well aware of some of the
en l ¢ especially those that impinge upon and
undermine their Il\clxhuod Hu\u it is not surprising that those who
live closest to the forest are most threatened by the wanton destruction
of the forest that accompanies logging. Hence, those with the simplest
of lifestyles and who are closest to nature — like the hunting and

forest floor into exhausted

gathering nomadic Penan of Sarawak — have been in the forcfront of
ance to logging.

the resis

LOGGING COALITIONS

The political cconomy of timber has shaped Malaysian state-level
politics, especially in the more forested states like Sabah and Sarawak,
for at least the last three decades. The Malagsian rain forest is con-
sidered an almost “free good” for the “logging coalitions” as the state
governments’ claims to the umber rent, in the form of stumpage
values, are relatively modest, say, for example, compared to petroleum.

The state government gives out the logging concessions at nominal
charge and both federal and state authorities impose relatively light
taxes on the logs extracted and exported.

Sarawak and Sabah only joined Malaya to form the Malaysian
federation in 1963, as Britain tried to ensure that its lucrative posses-
sions in the region passed into safe hands as de-colonization became
inevitable. Mcanwhile, the ethnic Malay elite in Malaya sought to off-

set the overwhelming ethnic Chinese population of Singapore with
the indigenous communities of the Bomceo states.

From 1933, no logging had been allowed in Sarawak unless an arca
had sufficient stock for regeneration. According to the Sarawak Timber
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Museum in Kuching, “Up to 1961, hill forest logging operations were
very limited. Timber harvesting was limited to 2 very few species which
were mainly consumed by the local building industry. In the carly days,
logging was carried out with simple tools — axes and saws — while
clephants and water buffaloes were used for log transportation. From
1962 onwards, logging operations steadily increased. This was langely
duc to the entry of Japanese buyers.”

The two Borneo states secured some special prerogatives not
available to the other cleven states of Peninsular Mala

ia as com-

pensation for giving up alternative options, including independence.
“In part because of British fears that the federation would imperil
native land rights, Sarawak was accorded the power to set its own land
policies. That arrang proved no insul
state officials began to plunder the forests” (Sesser 1991: 45). From
1963 — the year of Malaysia’s incorporation of Sabah and Sarawak —
to 1985, 2.82 million hectares, or about 30 per cent of Sarawak’s
forestland, had been logged. By the end of 1984, an additional 5.8
million hectares — i.e. another 60 per cent of Sarawak’s forestland —
had been given out as timber concessions. Of the 3.4 million hectares
in the Fourth Division, i.c. the Baram river basin, where popular
resistance to logging has been greatest, 2.46 million hectares — or 72
per cent — had been given out by 1984.

, the politi of the allocation of such

ial irony later, when

has ensured that the prime beneficiaries have been politicians
associated with the state executive, their relatives, proxics, cronies and
businessmen who have “bought” sufficient influence through
unrecorded payments to state officials, their proxies and the ruling
political party. The forest dwellers, or those living in relatively close
proximity who gain part of their livelihoods from forest

get nothing or, at most, a comparative pittance by way of com-
pensation, and only if they are relatively effectively organized and
represented. In such a system of politicized concessions, the state does
not capture most of the resource rent or stumpage value.

Besides low royalty and taxation rates, “transfer pricing” and other
forms of “under- ing" serve to minimize state from
logging. Instead, most of the rent is captured by the concessionaires,
loggers, traders and politicians on the Malaysian side, and, arguably,

by the shipg porters and abroad. Cost reduction
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means capturing higher rents as prices are primarily influenced by the
oligopsony of mainly Japanese sogososha traders and importers.
However, the reduction of cconomic costs to loggers may actually
involve increasing social costs in the form of negative externalities.
Hence, while existing 2 may ¢ e efficiency in terms
of reduction of operating costs to the Inggcrs aml shippers, they are
inabl

inimical to any serious and of to
forestry or forest conservation,
Not surf ly then, timlcr conce: y rights have become the

much coveted prize for political office and power in Malaysia, especially
at the level of the govemments of the more forested states. This has,
in tumn, engendered a vicious cycle of timber politics, which only
comes into the public eye when politcians fall out in the intensifying

cramble for the diminishing and singly ible resource. If

state govemments either take direct control, or allocate concessions
directly to those involved in downstream processing, or publicly
auction off imber concessions, or at least give them directly to those

with proven logging capacity and experience, some unnecessary sub-
contracting, corruption, payment of under-the-counter money, illegal
logging and inefficiency could be reduced with more revenue generated
for the state governments. Currently, timber concessions given to
politicians, their familics, cronies, or to royalty are, in turn, sub-
contracted — a system which encourages corruption and illegal logging
owing to the lack of ility of the concessil and loggers.

Some “industry experts” claim that if the present system was
terminated, many of the ills facing the timber industry would be
reduced (Business Times, | February 1993). Eliminating umber politics
and politcians” involvement in the industry might begin 1o allow
greater possibilies for introducing, financing and eftectively enforcing
the necessary regulations and incentives, e.g. by insulating state officials
from industry interests. However, it is important not to attribute the
problems entrely to timber politics. The nature of the imber indus
and market as well as the nature of the incentives which drive those
involved will not be significantly changed by the climination of
in the processes of timber rent allocation and capture.

But without the necessary regulation and g
concessions dircetly to loggers will only have a limited impact. Also,

complete state control over logging and more effective capture of
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rents, in themsclves, need not be superior options as far as forest
conservation is concemed as the state would then be even more likely
to accelerate logging in the face of fiscal constraints. This has
hnppcncd wlth timber in Sabah and Sarawak, just as the federal

d ! duction from the carly 1980s as
prices declined and nsczl consmmts became more pressing.

The logging concessions controlled by Sarawak Chief Minister
Taib Mahmud were estimated to be worth about RM10 billion (Sesser
1991: 62). The biggest logging operator in Sarawak and Malaysia was
reputedly Senator Tiong Hiew King. Being also the owner of Berjaya
Textiles Berhad and the lamgest circulation Chinese language daily in
Malaysia, the Sin Chea Jit Pob, his family timber company does about
half a billion ringgit worth of business yearly. Raphael Pura (Asian
Wall Street Journal, February 1990) reported, “Sen. Tiong’s 800,000-
hectare (1,970,000-acre) timber empire of concessions and logging
contracts includes the forest that Uma Bawang’s rebel farmers are
struggling to retain. His partners in that concession are Tan Sa Taib's
sister, the Sarawak govemment, a private Islamic foundation and 2
second influential senator”. How much timber operators pay conces-
sionaires to get the logging contracts varics, but figures of up to fifty
million ringgit for a single contract are not unusual.

When Malaysia's royal families were in conflict with the political
executive in carly 1993, Malaysian newspapers seported that Datuk
(Tengku") Wong, a close associate of the Pahang royal family, had
been paid RM140 million by logging contractors in advance for log-
ging concessions given to the Pahang royalty to be “sold” by Wong.
Contractors “buying” the concessions claimed to have been “over-
charged” — in one reported case by almost twice the going rate.
Primary Industries Minister Lim Keng Yaik claimed that the 37,000
hectares given to the Pahang royal family could yield timber worth
RM270 million at the lower prices prevailing then (New Straits Times,
22 January 1993). Meanwhile, Pahang was logging 16,000 hectares
annually — 4,000 hectares above the yearly quota set by the National
Forestry Council; these figures obviously do not include illegal logging.
Other state governments have also reported similar pressure from
royalty for them to be given umber concessions.

Not unlike the Archipelago umber shipp poly for the
Japanese Nanzai Freight Association (NFA) in Sabnh run by Tan
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Sri Wong Chek Lim — which charged US$1.55 per cubic metre
ostensibly on “behalf of Malaysian politicians™, Archipelago Shipping
in Sarawak — run by the Chicf Minister's brother — runs similarly
lucrative monopoly operations. Despite the Federal Government’s
supposed commitment to economic liberalization and deregulation,
there is strong evidence that powerful federal politicians have colluded
to maintain these state-level cartels.

The authoritics do not tax the logging companies much, certainly
not enough to cover the real costs of reforestation and to ensure strict
enforcement of logging and other related regulations. Even the taxes
collected are not specifically designated for such purposes. With few
taxes to pay, and poor enforcement, the loggers seek to maximize
short-temm, rather than long-term, retums, especially with the political
uncertanties that threaten policy change and the security of their
concessions. Having no stake in the forest’s regencration, the loggers
appear to have been langely oblivious to the importance of long-term
management. Much illegal logging — outside concession arcas, of
immagure trecs, etc. — also oceurs as a result, with logging companics
often disregarding restrictions for sclective felling in order to maximize
profits in the short-term.

Under-declaration of the wood 1 and ext 4 is L
while accounts are “fiddled” with or officials bribed to reduce tax
and royalty liabilities and to maximize profits. As the governments
realize that tmber revenues have been well below what they should
be, tax rates have been raised, but often only to lead to further tax
evasion. Discrepancies in official statistics suggest that more wood
arrives in importing countrics, such as Japan, than has been declared
as exports in the country of ongin (Nectoux and Kuroda, 1989: 72).
Most knowledgeable Malaysians have no illusions that there is
considerable under-declaration of timber production and exports —
party reflected, for example, by the inconsistencies in official timber
stansues 1o facilitate tax evasion and capital flight.

In other ways oo, logging’s contribution o Malaysian capital
accumulaton, investment and growth is limited. Reflecting the rentier
nature of their wealth, most of the bencficiaries do not even reinvest
within the country, let alone in the arcas from which the timber has
been extracted. Thus, logging constitutes 2 resource outflow, not
only for the communitics directly affected, but also for the national
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v. The ecological ic, social and cultural damage it
causes, especially to poor rum.l ities, basically means that log-
a devas g double exploitation of nature as well as

of pcaplc. Despite the cons:dcmblc profits gained from logging, both
statc and federal governments get relatively littde. Timber companies
hardly pay income tax, and their financial statements often show losses
or modest profits. According to Pura (Asian Wall Street Journal, February
1990), between 1976 and 1987, Rimbunan Hijau, Malaysia's lasgest
logging company, had more than two billion ringgit in revenue, but
paid the federal government less than five million in taxes.

The state governments collect a modest royalty on the logs ex-
tracted, amounting to barely one per cent of the timber price. Thus,
loggers minimize their tax liabilities by undervaluing the type, nature
and quality of the nmber extracted, as well as their quantity, volumes
or weights. It is important to recognize that these practices can
continue precisely because the govemments affected acquiesce to them.
Limited state government access to other revenue sources and the
massive scale of the logging mean that this revenue nevertheless pro-
vides nearly half the Sarawak state budget despite the govemnment’s
limited caprure of tmber “resource rents”.

Another factor encouraging increased logging has been the federal-
state division in the Malaysian tax revenue system. Most tax revenue
1s collected and controlled by the federal govemment, with the state
governments constitutionally only allowed to collect resource related
revenue, including timber export dutics. Ostensibly to encourage Malay-
sian umber processing, higher export duty is collected on saw logs than
on sawn umber. But to ize such state g
especially in Sabah and Sarawak have preferred to maximize log —
rather than umber — exports, thus encouraging more logging, but less
timber processing, let alone wood-based manufactunng.

Hence, the § | for discrimination, ¢.g. against oppositon-led
state g in Malaysia's federal I system has also
encouraged short-termism, and hence more rapid logging in the
umber industry to compensate for insufficient federal govemnment

1 This has undermined the likelihood of senous forest con-
servation cﬂom (e.g. with more limited and selective logging), as well
as the d of wood-bascd ing in place of log

exports in otdcr 1o increase domestic valuc-added :nd employment
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generation in the Malaysian timber industry. Ironically, the federal
government does not scem to recognize its own responsibility for
increased logging in these circumstances, For example, Primary
Industries Minister Lim Keng Yaik disputed the claim by the then
opposition-controlled Sabah state government that 4 to 6 million cubic
metres were logged in the state in 1992, claiming instead that the real
figure was closcr to 11 million (New Straite Times, January 1993).

focussing attention on the state government in Sabah,

Selectiv
then out of favour with the political exccutive, i.c. Prime Minister,
Minister Lim also claimed signiticant under-declaration of timber
exports, saying that export dockets he had seen showed the average
value of exported logs to be USS125 per cubic metre when the free-
on-board (FOB) going rate was US$210. A letter to the New Straits
Times (29 January 1993) welcomed his ban on log exports from
Sabah, but went on: “Why the Ministry has to wait so long to do
something about it, one cannor really understand. As the Minister
has admitted, Malaysia has been deprived of camings running into

millions of ringgit because of this (corrupt practice), it is common
knowledge that in Sarawak, log exporters have over the past 15 to 20
vears hived off considerable profits by manipulating prices and
downgrading the vanous species at the export point.”" The letter went
on to urge the Inland Revenue Department to conduct an audit
exercise going back 15 years, a suggestion which docs not seem to
ave been taken up,
The high profile the Mahathir administration took before and

during the June 1992 Rio Summit introduced a new silver lining to
the deteriorating situation carlier. After taking the high moral ground
on environmental issues at various international forums since the
1989 Langkawi Declaration of the Commonwealth Heads of
Government Mecting (CHOGM), Mahathir apparently felt obliged
to try to put Malaysia's “house in order”, at least in order to stand
up to the greater international scrutiny anticipated after Rio, and
directed government officials to act accordingly. With the benefit of
hindsight, it is now clear that these measures were nadequate, i.c. “too
litdle, too late™.

And it scems that political ¢ . more than anything clse,
will probably determine whether such efforts will be sustained, and

whether ecologically, cconomically and socially acceptable “sustainable
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logging”™ will ever be achieved in Sarawak before it is 100 late. The
limited transparcncy of the public policy fummlnnnn and imple-
process ob: the ability of 1 i fl
the federal government to influence timber policy decision-making in
Sarawak. However, the ability of the federal govemnment to persuade
the Sarawak state government to subsidize sawmills and plywood
factories suggests considerable potential for the former to influence
policy matters constitutionally under the control of the latter. For
example, in response to federal govemment pressure, the Samawak state
govemnment raised the tax rebate on domestically processed logs from
50 to 80 per cent (World Bank 1991: 83).

Sarawak state officials claim that the government’s system of
selective logging harvests only the laggest trees, leaving others to grow
and the forest to regenerate around them. “We take only two or three
mees an acre; that’s not much. There's no clear-cutting, as in America™
(quoted 1n Sesser 1991: 48). While logging is selective and there is no
clear-cutting unless logging is in with land devel
what is usually selected is every tree perceived to have profit potential;
furthermore, the remaining forest is seriously damaged in the process
of gerung these tees out. Even the ITTO, with its headquarters in
Yokohama, and which 1s dominated by govemments involved in :hc
umber trade, Le. exporting (producing) and img
countnies, has cnincized Sarawak's luggmg practices. Th: Smwak
Forestry Department 1s 100 und fed 1o enforce reg Con-
sequently, the rules to

4 d i 4

v d arcas arc
regularly violated and loggers often ngnon: selecuve-cutung regula-
nons, while concession owners and logging companies “plan their
operations so as to get the maximum possible output with the mini-
mum possible fised investment in plant, roading (579, training, safety,
or infrastructure.”

In contrast, the (cd:nl pgovernment scems to have been more

P to ism, taking lar advantage of
opportunities arising from d political devel For
cxample, after considerable pro- mhn;, party criticism of d.lqpl logging

by loggers op o bers of the

mdmom] Malay ruling housﬁ M.\mslcr Lim changed the National
Forestry Act of 1984 1o increase the maximum fines for illegal logging
from RM10,000 to RM100,000 and jail sentences from the previous
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maximum of a year to a new maximum of five years. If onc accepts
the official claim that only six to seven trees are taken per hectare,
the maximum fine here would represent less than thirty trees, i.c. about
four o five hectares, at most — paltry by any stretch of the imagination.
Add to that, the maximum jail sentence has never been imposed.
Meanwhile, the Sabah state government has amended its own
forestry laws to allow for a 7-year jail sentence for illegal logging. The
support of the army and police in combating illegal logging was also
to be enlisted. A New Straits Times editorial (21 January 1993) fully

supported the tougher measures, adding “it is to be hoped that this
directive (to curb illegal logging) will be faithfully implemented, as
umber, being a particularly profitable proposition, has been a murky
territory for quite a long while, where personal greed has more often
overtaken national interest; illegal logging is not merely theft, but

wanton destruction of the country’s national heritage™.
1 |

Ixisting g are v ignored, especial
when those contravening the law believe that they will not be

implemented or enforced. Officials have never suspended, let alone

revoked 4 company’s license for destructive logging practices. Between
1988 and 1991, the Forestry Department only took 39 out of 1,769
reported cases of illegal logging to court, citing the difficulty of
producing evidence. Some paid compound fines, which were gener-
ally mere pittances compared to the value of the trees taken. Even

the proposed RM100,000 fine is considered by many to be still too

small a deterrent, given the vast amounts of money to be made by
contravening the law.

The umber concession system also encourages getting as many
logs as possible out of the rain forest as quickly as possible. The
politicians face an election every four or five years, and if they lose,
the concessions could be revoked. As timber concessionaires or log-

gers selling timber get paid by weight or volume, a tree left behind

T s fi profits. Specul that the g might
imposc restrictions, as in March 1991 and August 1992, tends to
accelerate logging activity. Feverish efforts to cut down trees to beat
deadlines become so intense that work continues through the night.
The director of the Sarawak Forestry Department, Leo Chai, described
a “mad rush” to cut down trees in August 1992, following the
a that the reduction in logging would come into force




Markets, Politics and Logging 217

on 1 September. According to Chai, in that month, production doubled
the monthly average. This suggests that loggers believe that the
govemnment is capable of implementing and enforcing policies.

In December 1992, Minister Lim temporarily banned log exports
trom Sabah state — held by the opposition United Sabah Party (PBS)
— ostensibly to ensure timber supplies for local processors said to be
operating at only half capacity. Sabah Chicf Mmls(cr]nscph Pairin
Kitingan claimed the ban was politically d and discri
alleging that the local wood-| pmccssmg mdunry was incfficient. In M:y
1993, Kitingan announced a permanent ban, which Keng Yaik then
claimed was politically motivated to embarrass him as he had promised
Japanese importers that he would lift the ban to export an alleged over-
supply of Sabah umber of two million cubic metres — precisely the
amount exported to Japan in 1992!

In September 1992, the Sarawak Government’s Director of Forestry
announced a program to significantly reduce — some critics would still
argue, inadequately, owing to the high rates prevailing and the damage
already done — logging output by 1.5 million cu. m. annually over the
next six years, from 18 million cu. m. in 1982 to 9 million cu. m. per
annum. The Director claimed this was the ITTO’s “recommended”
allowable annual cut, although the actual ITTO recommendation was
4-5 million cu. m. per annum based on current practices in Sarawak
in the late 1980s, provided no new areas were gazetted as permanent
production forest. By August 1992, Sarawak had already produced 15
million cu. m. in response to rising prices, even though the target for
that year was only 18 million cu. m. The government then imposed a
strict quota of three million cu. m. for the last quarter of the year,
causing log prices to risc further from USS125 per cu. m. in August
to US8165 in October. The Sarawak government thus rejected the
Sarawak Timber Association’s proposal to reduce logging by half in

hange for ding their ion periods (David Brown,
pcrs«mnl communication).

Tropical timber prices rose sharply throughout 1992. While the
pncc increase in zhc last quarter might be attributed to the Sarawak

after years of d ic oppo-
sition and m(cmnunn;ﬂ criticism, of cuts in permissible logging, the
carlier rise is more difficult to explain. Presumably, the success of the
Indonesian Plywood Association, Apkindo, in marketing 95 per cent
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of its total Japanese \alc; (accounung for i(l per cent of jnpmncu use)
through an affiliated company, Nippindo, at prices comp to
those chaged by Japanese manufacturers, had also helped. Happily,
for the business interests concemed, Tokyo timber price increases have

more than compensated them for the loss of carnings duc to the
reduced volume of output and exports. Prices for Sarawak logs — the
benchmark for tropical hardwood prices in Japan — rose by over 110
per cent in the following year, despite recessionary conditions in Japan,
which especially affected construction start-ups.

CONCLUDING REMARKS

The preceding review of the economic and political forces at work in
the timber industry in Malaysia highlights the complications of drawing
simple conclusions in terms of the usual market and state options
which have come to dominate public policy debates in recent times.
We have shown that the market is riddled with “imperfections” while
ts unlikely to voluntarily slow

the state has been “captured” by intere:
down the pace of logging, and therefore, the consequent deforestation
and forest deg However, agricultural has slowed
down considerably in recent years mainly duc to d\c declining avail-
abilit

of suitable cultivable land as well as the cheap labour needed

to sustain agricultural expansion.

Our discussion so far has largely focussed on the principal actors
m the present situation, namely those associated with the state — state
governments, including pnhucnns as well as burcaucrats, the federal

B ctc. — and those
with the market — logging operators, sawmill and wood-processing
P timber fi F importers, ¢ s, ete. —

with imber concessionaires most prominent at the interface between
the two. However, such an analysis ignores others who are directly
involved and atfected but who have little contol over these develop-
ments, most notably the rural communitics in the vicinity of logged
arcas, and the timber industry workers, most of whom are drawn from
such i lifferentiated

en rural ¢ are not
most notably between those who are politically — and usually

economically — “compromised” and those most intimately involved
with and, in welfare terms, dependent upon the forest for their
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livelihoods. In so far as resistance by such communities has largely
been repressed or “bought off”, they are often merely considered as
costs to be minimized and negotiated between the rentiers on the one
hand and agents of the state on the other.

Recent international discussion suggests how democratic partici-
pation by local ities and more resy and bl
states could fully develop new institutions and incentives to achieve
more participatory, ble and ble develop in terms of
worthwhile agricultural expansion and forest conservation. It might
well be objected, however, that serious recommendations for public
policy reform must only take into consideration existing realities and
likely future developments as well as the limited prospects for change
available on the political horizon considering the economic interests
at stake. Such recommendations would then be dismissed as utopian,
and hence not worthy of serious consideration despite their various
merits. Unfortunately, recent experience suggests that while the
prospects for policy reform in response to domestic pressures scem
remote, both federal and state governments seem to have been much
more responsive to intemational criticism and pressures.

It would be particularly interesting to consider the implications and
consequences of a code of conduct for the intemnational timber trade
that would restrict exports to sources that are managed in a sustain-
able fashion. Problems arise, however, both in defining sustainable
forest

v, and in ensuring that such measures are not abused as new
protectionist instruments by timber importing countries. Independent

such as non-ge | izati (NGOs), may
have the capability of solving both of these. Producing countries may
be forced to respond positively since they would be unable to sell
their wood if extracted unsustainably.

*Good™ wood would, of course, be more expensive. The rent
from such higher prices should be taxed to finance efforts to improve
forest management, including conservation, and other efforts to
reduce logging, especially by those not utilizing sustainable practices.
Regulations could also be used to force companies which might
otherwise tum a blind eye to unsound logging techniques, to use less
1 logging methods, thus r forest degrad where
logging does not lead to new land uses, i.c. deforestation. The higher
prices could also compensate for higher production costs and/or lower
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output levels. The real costs of forest management, i.e. including the
enforcement of logging regulations and reforestation, need to be
recognized, with the full resource rent captured by the state and more
effectively utilized for forest reforestation as well as conservation and
to compensate victims of past and ongoing deforestation,

Note

* Some of the material here is drawn from carlicr work, notably Brandt
(1992), Jomo (1992) and Jomo (1994). 1 am grateful to Michacl Ross (then
Princeton University, later University of Michigan, Ann Arbor, and now
University of California, Los Angeles) and David Brown (then University
of Washington) for their helpful suggestions for revision.



Conclusion

In this review of the rel ltural and

hip between ag; :
deforestation in Malaysia, we have described similarities and di

in the three regions of Malaysia, namely Peninsular Malaysia, Sabah
and Sarawak. The chapters for each region underscored geophysical,
historical, cultural, demographic, political and socio-cconomic
differences without ignoring diversities within each region. These
variations have resulted in differences in the rates and nature of
agricultural expansion and deforestation. However, there has also been
some convergence since the formation of the Federation of Malaysia
in 1963, especially in relation to public policy. This is the case, for
instance, with regards to the opening and use of land to alleviate rural
poverty, ialise primary production, and increase govemment
forest revenue, as well as dcslgmung L-md for conservation. This policy
P and targets have been
reflected in the various five-year plan documents.

convergence and cor

FARMING SYSTEMS

The main thrust of land use changes has been the expansion of agri-
culture. Forests had been cleared for small-scale shifting cultivation for
a long time preceding British colonial intervention. Subsequent to
British colonial intervention in Malaya and the establishment of the
North Borneo Company in Sabah, priority was given to land clear-
ance for large- <ca]c uvc-crop (m:unI) rubber) plantations for export-

oriented prod gration of the rural p y into
the ;,Inha] y also ged cash crop production for export.

Although official emphasis has inucd to be on production for
export, the terms of such integration have been modified with

independence and the formation of Malaysia, resulting in some con-
vergence in spite of signifi ly diffe pre-1963 hi
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geographies, demographics and land use patterns. Thus, although
there were some attempts to develop Sabah into an export-oriented
plantation enclave under the North Bomeo Company, the amount of
land actually developed for c al agriculture was much less than
in Peninsular Malaysia. In neighbouring Sarawak, the pre-war Brooke
regime had an overt policy of preventing tree-crop plantation devel
opment, ostensibly to protect the interests of the indigenous people.
In both states, shifting culti ined the domi agricultural
practice, in contrast to Peninsular Malaysia. Logging and large-scale
land development had a major impact on land use only relatively
recently, first in North Bomeo from before Malaysia’s formation, and
in Sarawak subsequent to it

The prevalence of such different farming practices has been im-
portant for both the type and seale of agricultural production and their
ccological and social impacts, with various transformations due to the
changing agricultural practices. For example, smallholder growth in the
peninsula first tracked and then overtook commercial plantation
production for global markets, while the leading role of government

agencics has grown and changed after independence. In Sabah and
Sarawak, there has been growing policy intolerance, coupled with
pragmatic on-the-ground tolerance, of shifting cultivation, especially
in recent decades. Thus, environmentally sustainable and socially
cohesive swidden agricultural practices have given w v to lamge state-
spansored or private agricultural development schemes, or to logging,
both ccologically destructive and socially divisive.

While the land settlement model increasingly came under criticism
worldwide (Bamett 1977, Palmer 1979, Robertson 1984). wide-
spread adoption in Sabah has shown little signs of abating. Since the
19705, more state agencies have become involved with land sertlement
schemes, including the Rubber Fund Board (RFB), the RDC, and even
the Ministry of Culture, Youth and Sports, which has undertaken such
schemes for youths, Why did the strategy survive in Malaysia despite

international repudiation? The reasons are complex.

Most planners and policymakers in Malaysia scemed unaware of
the intemational criticisms, but there was also the apparent evidence
of success of the FELDA schemes in Peninsular Malaysia. Further-
more, there is litde formal or informal co-ordination among the state

involved in Itural Hence, each agency's
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strategy has its own momentum and inertia. Most agencies still hold
the view that the settlement model is the best for their purposes,
offering the possibility of bining modem agricultural and human
resource development in a single strategy. Recently, especially in
Sarawak, in tune with global political economic changes, there has also
been a tum to the private sector for the exccution of privatised land
development schemes, particularly in relation to customary land held
by the indigenous population.

LAND USE POLICY

Official pronouncements on land use priorities have become increas-
ingly similar across the three regions, with Sabah, and then Sarawak,
tracking the peninsula with less of a time lapse. Land use policy has
given little protection to the forests or, more generally, the environ-
ment, but become more oriented to land development for commercial
agricultural production, or to the extraction of revenue, urged on by
private profits, from forests.

Officially, forest policies in all three regions have paid lip service
to the need to conserve forests. Nevertheless, forest degradation has
cununucd by clcnmncc for plantation development, or by logging,

« - ded by outright cl and agri-
culture. Thus dcforcsuuon is not only related to the extent of land
conversion for agriculture, but also to the dynamics of logging and
the timber trade and the poor regulation of such operations despite
the of legislation. These p are embedded within a
complex political economy and federal politics.

Plantation development has always been motivated by pmspccts
for gain, with the early colonial develop of rubbcr
proving to be highly p ble. E i inated
land policy in the colonial period, with Sarawak under the Brooke’s
showing some mcon“slcncy and anomalics in this regard. Ho\tcvm:
land-use policies and | under p: d
Malaysian admmlslmmms have also been tied up with socm political
considerations, not least the need to respond to the aspirations of the
crucial rural clccmmc and to use Iand development for rural poverty
alleviation. Exp of ltural output, and therefore land clear-
ance, has thus taken priority over the need for forest conservation.
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Logging has also always been motivated by the prospect of wind-
fall profits by way of resource rent. But it has also been tied up in
the system of Federal-State relations where land and forests are a state
mattet, with revenues deriving from them going into state, and not
federal, coffers. Thus, it was hardly surprising that the pace of log-
wing, the quickest means of extracting revenue from the forest, picked
up in states with extensive forest resources.

FEDERAL-STATE RELATIONS AND PUBLIC POLICY

Before independence, the colonial administration in the peninsula had
policies that ensured land availability for capitalists for plantations,
while allowing indigenous groups, especially Malays, to continue their
traditional agricultural practices with some security

- This dualism was
vak, Brooke patemalism protected

also true of Sabah, while in §
indigenous groups by allowing little commercial agricultural develop-

ment on lange tracts of land.

Following independence, the pmospect of major federal government-
led changes in public policies relating to forestry and agriculture has
been hampered by state government jurisdiction over land matters.
The political dynamics berween the federal govemment and the states
of Sabah and Sarawak, in particular, have critically influenced the
proc of agricultural development and deforestation.

There have been attempts to develop national policics and policy
co-ordination with the states. For example, the National Forest
Council, National Forest Policy, National Land Council and National
griculture Policy have all been federal govemment initiatives. How-
actual implementation and enforcement have remained the
ve of state gov and there has been considerable
of agncultural expansion as well as

eve

variation in the pace and succ
forestry policy implementation.

Land development through govemment agencies has been espedially
important after independence, more recently in Sabah and Sarawak.
The importance of such agencics in opening up new land has been
detailed in the relevant chapters. The role of FELDA, for example,
has been crucial. However, in each of the three regions, the activities
of such agencics, while possibly successful in terms of the amount
of land developed, have been controversial in their impact, both on
settlers and on indigenous landholders, and on the land itself.
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Agricultural expansion, i ingly led by lang le pl
development, has scen the ion of the rural ies and
land tenure patterns in Malaysia. There have been significant changes
to and protests over the ways in which settlers and landholders have
been integrated into schemes. In general, state control over land has
been extended over time. One result has been weaker land tenure and
related rights for most indigenous communities. Control of land (which
includes forests) is vested in the hands of administrators, not local
populations. This has given rise to some protests, notably in Sarawak
and Sabah over Native Customary Rights, and in the peninsula over

it

the abuse of the Land Acquisition Act to the detri of |
However, there is little evidence that increased land insccurity has
caused much rural | migration and horised forest

in less inhabited parts of the country in the recent decades.

FORESTS

‘There are few forests in any of the three regions which have escaped
the attention of logging i and state g and it is
probable that logging concessions have been awarded for most of the
remaining accessible forests. While the effects of agricultural expansion

on forests have been considerable, the impact of logging on forests
has also been traumatic. Logging concessions have been used by state
governments to secure revenue, aggrandize ruling coalition politicians
and their business partners, as well as dispense political patronage.
However, the allocation of timber concessions for personal aggran-
is: or political has taken | d over g

revenues. Hence, official captures have been low as evasion or abuse
of the system is widespread. Forests in the three regions have been
cut at rates that were not sustainable until timber supplies were close
to exhaustion or external pressure brought to bear. Without urgent,
adequate and effective policy changes, the future of the remaining
forests remains in jeopardy, but the battle for forest conservation has
been largely lost in the most of the country.

Peninsular Malaysia lost some 1.35 million ha of forests between
1966 and 1985, while Sabah lost about 1.5 million ha between 1970
and 1990, and Sarawak is likely to be logged out very soon according
to the ITTO. The Food and Agriculture Ogganization (FAO) esti d
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deforestation at a rate of 90,000 ha per annum in Peninsular Malaysia
berween 1980 and 1985, with the comparable figures for Sabah and
Sarawak being 76,000 ha and 89,000 ha respectively.

The renewed emphasis on the private sector, especially in Peninsular
Malaysia, and the fact that hitde suitable land for large-scale agricultural
development is left coupled with a tight labour market means state-
led programmes in the peninsula have declined and will continue o
decrease in significance. Such programmes have not only been very
led to fully realise the ambitious social

expensive, but have also f;
goals envisaged for them. This however did not make any significant
difference to expansion until the land constraint became binding,
Indeed, the short-term demands of private capital make it even more
v that longer-term concerns of sustainable development, eco-

unlikel
logical conservation, and social equity will be
one should expect few major changes affecting land tenure or land
ccumulation.

rved. For example,

use other than those dictated by the forces of capital 1

Indeed, the conversion of agricultural land to residenual| leisure,
infrastructure or industrial use is already considerable, and likely to
become more so in the years ahead.

As economic transformation away from primary sector dependence
continues in Peninsular Malaysia, pressure for agricultural expansion
has declined. However, there is no evidence that this has had a
beneficial effect on forest conservation. While there is official acknowl-

cedgement of the situation — “new lind becomes more scarce and
ecological and envionmental reasons demand the preservation of the
12 1996: 117) - there are few indications

remaining forest land”* (Malay
that there is the political will 1o directly tackle issues of patronage,
low reat capture and for buse. The status quois likely to continuc,

mevitably leading to further degradation and destruction of the
remaining forests. This is also truc for the states of Sabah and Sarawak,
where officials believe that there is still room for further agricultural

expansion, and current government policies continue to be against

shifung cultivaton and in favour of lamgge plantation schemes. Dis-
placement of both forests and popul can therefore be e ed

to continue.

There are changing perceptions of how forests should be valued,
e to include both timber and non-timber products. Introduction of
agro-forestry and community forestry schemes, particularly for in-
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digenous groups, may both enhance local economics and enable local
populations to maintain control over their land and some of the
changes affecting their communitics. In this connection, it is crudal
for indigenous populations to secure control over land and other
natural resources, including usufructuary and other rights to forest
arcas as well as cultivated land. Strong acton against illegal logging
and other abuses are aceded. Proposals for gazetting more forests as
TPAs nced to be implemented as soon as possible.

However, the social and political pressures for such reforms are
weak. Economic development in Malaysia remains firmly embedded
mn political patronage and global markets, with rencwed emphasis on
private capital and production for export. lfchzng: isto cnmc, it u1.|]
most likely be due to political exi or
such as costly and unacceptable increases in flooding, or, pzndumzl!
10 developments in global markets. Thus, there is an on-going federal
government-led ininauve in recognition of the pressures from those
markets for umber certification. There is now a Nauonal Tamber
Certification Council which, although subjected to much NGO
crinasm, has atempted to address at Jeast some community concems
about thar nights and about forest management. Unfortunately, some
government agencies have increased the subterfuge by using the
vocabulary of environmental reform and social progress 10 mis-
represent new programmes for exploitation and abuse. For example,
same such socal or community forestry projects have rescttled existing
communines elsewhere in order to log their ancestral land and then
develop commercial agriculture on the logged land.
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