ACDSSYI

Iban Smallholders and Price Instabilities: Coping Strategies and
Implications for Policy

Jegak Uli

A Dissertation
Submitted for the Degree of
Doctor of Philosophy
takaan Universiti Malaya

Hllll!\ﬂl\lﬂhllll ININN

May, 1996
Institute of Advanced Studies
University of Malaya
Kuala Lumpur




DECLARATION

Except where otherwise acknowledged, this thesis

is based on my own original research

© Copyright 1996 by Jegak Uli

All RIGHTS RESERVED



ACKNOWLEDGEMENTS

This study would not have been possible without the guidance and help of many
people. First and foremost, for guidance, advice, insightful comments and supervision of
this thesis I am indebted to Associate Professor Dr Muhammad Ikmal Said and Professor
Jomo Kwame Sundram. This work benefited from Dr Ikmal’s critical and meticulous
reading of draft chapters. I also wish to acknowledge Dr Lim Teck Ghee’s supervision at
the initial stage of this research. It should be mentioned that I alone am responsible for

any of the shortcomings in this thesis. .

I am also grateful to many people in SALCRA. In particular, I would like to thank
the former General Manager of SALCRA, Denys Lang, for giving me the permission to
carry out this survey in Paku-Layar Cocoa Scheme and Pakit-Undop Oil Palm Scheme. I
am grateful to the Manager of Pakit-Undop Oil Palm Scheme, Ellie Kumbang and the
Manager of Paku-Layar Cocoa Scheme, Bongkasa Tawa, for their warm hospitality and
logistic supports. The help offered by Philip Foster Tini and Sylvester Entri Muran are

also much appreciated.

Special thanks are also extended to Badin Unor of the Department of Agriculture,
Pantu and Nurjayadi Abdullah of Malaysian Cocoa Board who provided invaluable
information and assistance. I wish to thank Dau Utau, Duat Gayok, Jelma Franklin
Achek, Willie Ngelai, Michael Wilson, Albart Lasa, Kathree Sherit and Diana Entika for
the superb data collection work. 1 am also grateful to Ching Kok Heng for his
cartographic assistance and Molly Chua for efficient assistance in acquiring library
materials for me. I also would like to thank the Universiti Pertanian Malaysia, for

awarding me a scholarship and granting me a study leave.

My parents, brothers, sisters and in-laws provided me with support and
encouragement to pursue my educational dream. My deepest appreciation and love to my
dear wife, Gwendoline, and my two sons Joey and Lance who gave me continuing love,
affection, patience and support throughout this study. Finally, my big thank you goes to
all the smallholders who provided information and cooperation; this thesis is, in part,

about their lives and coping strategies. To them I dedicate this work.

iii



ABSTRACT

1990-1993 was a period of extreme economic hardship among the smallholders in
Sarawak. The market prices of several cash crops namely pepper and cocoa had slumped.
The immediate consequence of this commodity price slump was a drastic decline in
household income and diminishing purchasing power. High cost of production inputs
particularly fertilizers and pesticides exasperated the unfavorable conditions further.
Consequently, many households had difficulties in maintaining an adequate flow of cash

and food throughout the year. .

This study focuses on how the independent smallholders and centrally managed
smallholders cope with a commodity price instability. There are two reasons why these
two types of smallholders were included in this study. First, they give the overall
representation of the two main types of smallholders found in Sarawak. Another
consideration for doing this is to ascertain whether an intervention such as in-situ land

scheme has any effect on the dependent variables investigated in this study.

To minimize environmental and cultural variations, the samples for study were
selected from areas of similar type of environmental conditions and belonging to people
of similar origin. The study was confined to the Iban smallholders from the Sri Aman
Division of Sarawak, where the majority of the centrally managed smallholders and the

independent pepper smallholders are concentrated in the state.

Three samples of Iban smallholders were studied. The first sample was selected
from the Begunan pepper smallholders. This particular group represents the independent
smallholders who experienced a prolonged pepper price slump at the time of survey. The
second sample was selected from the Paku-Layar cocoa scheme smallholders (henceforth
called Paku-Layar CS sample). This group represents the centrally managed smallholders
affected by a prolonged cocoa price slump. The third sample was chosen from the Pakit-
Undop oil palm scheme smallholders (henceforth referred to as Pakit-Undop OPS
sample). This group represents the centrally managed smallholders who were unaffected
by a commodity price slump. Hence, Pakit-Undop OPS sample serves as a ‘control group’

in this study. Apart from providing the main function of a ‘comparison group’ in a



research design, the other rationale for an inclusion of a control group is that it helps to
uncover some intervening or extraneous variables that are affecting the dependent

variables other than the main independent variables of the study.
The specific objectives of this study are to:

1. Identify and compare household coping strategies used by the independent and

centrally managed smallholders during a commodity price slump and/or boom.

2. Determine why different coping strategies occur within a particular group of

smallholders or between groups apparently facing similar problems of price slump.

3. Assess and compare the intensity, effectiveness, and sustainability of the

household coping strategies.

4. Recommend appropriate interventions and policies for the restoration,

improvement and protection of household coping strategies.

The present study reveals that the Iban smallholders operate various paths of
adjustments available to their households to cope with a price slump. The combination of
paths used include the following (a) income remedial strategies (IRS), (b) subsistence-
based strategies, (c) reciprocally based strategies, and (d) production and consumption

modifying strategies.

Findings on IRS reveal that the options available were limited to non and off-farm
employment (NOFE), fall-back cash cropping and exploitation of common property
resources (CPRs). A large majority of the households affected by the price slumps relied
heavily upon NOFE. Earnings from NOFE are vital contributions to the total household
income in order to maintain even modest standards of living. High NOFE income is
typically associated with high educational attainment and associated skills. However, the
survey revealed that the majority of NOFE workers was able to secure only unskilled or
low-skilled jobs from NOFE. This is because they do not have the vocational skills that
are relevant to their occupation in the NOFE. In that sense, even the availability of NOFE,
while making a vital contribution towards supplementing household income, has not

provided a sufficiently high income to those involved in the NOFE.



The most important fall-back cash crop in the three samples studied is rubber. The
Begunan PS sample was highly dependent on rubber tapping as an income remedial
strategy during the pepper price slump. The dependency on this IRS in the Paku-Layar CS
sample was only moderate although a great majority of the households owned rubber
gardens. However, a majority of the rubber gardens are old and this greatly reduced the

earnings from rubber.

The potential of CPRs in supplementing household income during commodity
price and income crises was illustrated by the jinggau trade and inland commercial
fishing. It was during this stressful period that harvesting of jinggau become abusive and
the exploitation of inland freshwater fish resources was intensified. The effect of this
abusive exploitation was obvious, the rate of harvesting of jinggau trees was pushed
beyond the rate of growth and subsequently the tree stands continued to decline. The
effect of over exploitation of inland freshwater fish resources was the depletion of fish

resources.

None of the households affected by the price slump and/or other adversities sell or
dispose of their household assets even though some may be desperate or living ‘from
hand-to-mouth.” This clearly suggests that the price slump and income crises did not
impel members of households to dispose their land and other valuable traditional assets as

often dreaded by many.

The economic hardship in times of a commodity price slump necessitates many
households to deploy miscellaneous subsistence-based strategies that encompass staple
food production, gathering activities, hunting, fishing, backyard livestock production and
home gardening. During the price slump, these subsistence-based strategies not only
provide the means for the affected households to secure or produce food or other basic
necessities for consumption but they also help to safeguard or conserve their already low
household incomes. Without resorting to these subsistence strategies, money that would

otherwise be spent on investments has to be diverted to meet pressing food needs.

The volatility of cash crop prices, and the needs for money income necessitate the
deployment of diverse reciprocally based strategies that encompass income-sharing

through remittance transfer, sharing of production resources, reciprocal labor exchange,
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and patron-client exchange (an important source of production and consumption credits).
These exchanges provide households the means of spreading risk or economic hardship
during the price slump period. However, the access to production credits during the price
slump was insufficient or diminished tremendously. Findings of this study also reveal that
the price slump had a negative impact on employment of both the hired labor and family
labor resources in the pepper industry. The incidences of unemployment and
underemployment of both the hired and family labor resources increased substantially.
This is because farms were neglected, getting smaller and abandoned completely. Unable
to pay for the hired labor, many households initiated local self-help effort. By utilizing
unpaid family labor and through self-f)elp these family farms are able to avoid or reduce
the need of excessive use of hired labor. In this way they can reduce or cut down the cost
of maintaining their family farms during the economic hardship period. On the other
hand, the local self-help through reciprocal labor exchange did not increase substantially
as anticipated. This is because many pepper farms were neglected, getting smaller and
abandoned completely and therefore there was little need to deploy a large work unit that
is supplied by a reciprocal labor exchange. Reciprocal exchanges such as the sharing of
production resource (or joint use of a fall-back cash crop particularly rubber), and income-
sharing through remittance transfer were confined only to a small circle of closely related
individual or immediate family members. This means that at the advanced phase of the

price crisis the sharing of resources was restricted to immediate family members.

Both pepper smallholders and the SALCRA management had to adopt a variety of

austerity measures during the commodity price slump. There were two key elements of

this austerity measure namely production and cc ption modifying gies. The
most popular modify strategies were either to abandon the farm or reduce farm
maintenance. The latter response involves two paths of action. The first one is to reduce
the application frequency of important farm production inputs such as inorganic
fertilizers, herbicides, insecticides and fungicides. The second one involves a shift or

change in brand of inputs used.

Consumption modifying strategy basically involves rationing or more precisely it
emphasizes on a cut down in spending not only on food but also on non-food items. The

cut down on spending on all food and non-food items was more prevalent among
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households affected by a prolonged commodity price slump than those unaffected. In the
case of smallholders who were badly affected by a commodity price slump, the spending
cut on food items was bigger among the independent pepper smallholders than the
managed smallholders. This implies that the independent smallholders spent less of their
income on buying food items. Therefore, they had to depend on the free fish, wild meat
and vegetables that they obtained from activities such as subsistence fishing, hunting and
gathering to protect their consumption. In this way they are able to prevent themselves
from being malnourished or starved that is normally associated with a food or

consumption rationing.

Generally, many Iban households have demonstrated their ability to use an array
of these coping strategies. However, the assessments on the effectiveness or sustainability
of these coping strategies have cast or shade some doubts and concerns as to the
capability of some of these strategies both in achieving sufficient flow of cash and food
around the year, and sustaining their long term livelihood security. As such, some
effective and complementary public interventions and policies are necessary to restore,
protect, improve and develop the household coping strategies that had greatly weakened

or diminished.
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