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PREFACE

In response to a request from the Government of Malaysia, the
Japanese Government decided to conduct a study on Fish Marketing and
Distribution System in Malaysia and entrusted the study to the Japan

International Cooperation Agency (JICA).

JICA sent to Malaysia a survey team headed by Mr. Tateo Kusano,

System Science Consultants Ine. from November 1989 to December 1990,

The team held the discussions with the officials concerned of
the Government of Malaysia and conducted field surveys. After the
team returned to Japan, further studies were made and the present

report was prepared.

I hope that this report will contribute to the promotion of the
Project and to the enhancement of friendly relations between our two

countries.
I wish to express my sincere appreciation to the officials

concerned of the Government of Malaysia for their close cooperation

extended to the team.

March 1991

K omeaka d‘é’“@m

Kensuke Yanagiya

President

Japan International Cooperation Agency
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1. Objective of the Study

The objective of the study is to provide alternative plans for an
efficient fish marketing and distribution system (FMDS) at the national and

and regional level, and thereby upgrade returns to fishermen.
2. Study Area

The study area covered nationwide and an in-depth survey and analysis

were implemented in the selected model areas as shown in the location maps.

3. Fish Production Potentiality and the Ex1stmg O/D Pattern of
I"ish Distribution

Domestic fish production volume on- the east coast of Peninsular
Malaysia was projected to increase to the MSY level if fish resources are
proﬁerly exploited and maintained, while fish production volume would not
increase on the west coast. Ample fish resources in Sarawak and Sabah
states should belexpioited to increase production to fulfill the shortage

in demand in Peninsular Malaysia as well as within the state.



ADNIDV NOCILVYYId00D TYNGILYNYILNI NYdVr

Emhm\»m NOLLAEMHLISIO ONY SNILINUYIN HSH NO AQNLS IHL

VISAVIVIA 40 LNIWNYIAOD

(88619 1861)
ersAejey U1 $10NPOIJ AISYSLY Jo wxened (/O I -8

VS

ANVTIVEL e
 HHOJYONIS g
: NVIYL Jocm.m £

: ~~ 3

T oov' 3
m M AVMYEVS

3 0ot

3 008701 h

myedq ud._.md_-.m

e, TANOHE

",

/

GB6T UE A2AIM8 243 U0 Pase(q suin|oa (/0
‘4@GT VI S2TISTRSS 2] UO PISUG S1IN{oA dodxgnodury :Syavmayy
065T UT A2AINS (10 PUT B8G1/2861SoNSTIIG L30ysTg [EnURY P94n08

19 YOVNYD
Ve

NYLVYP

VISINOUNI

1000°ey 1000801
1580 158 1SBOD 1S9 M,

Pooo..mqw 19IR W YInoay 30N
10006 tenaey ySnoayy,
1000'851
" ISRO 1S M M1 MOTT ySLT
Y1 3000°1ZL SOMREI yRnoas L aoN
Vo r000"vet 19UIE YAnoay T,
" +000°582 VISAVIVI |
1 35RO ISTH U MOLJ YSLY HYTASNINE S ¥
1
“ :numwuwuv,ﬁ p ' Sumuag
f
! 10
' 3 com I \ nsx 5“@”%%& A
H /./ 2 hovee
! 1 98 {-000"v :
_, ‘WErH niey .._Q_._m w Sy f
:
'
1
1
t

1000°881
PUBITBY], wogy aoduy




4, The Characteristics and Weaknesses of the FMIDS

The characteristics and weaknesses of the 'MDS are indicated below,

Major weak points are summarized in Table 1.

4.1 'The Basic Structure of Fish Marketing and Distribution

(1)

(2)

The wholesalers at the consumption area wholesale markets throughout
Malaysia determine fish price, purchase volume of fish, the time of
purchase, etc. The base of their marketing operdtions is their close
ties with Thai exporters and the middlemen at various fish landing
sites throughout Malaysia. Moreover, the Singaporean wholesaler plays
the same role as the Malaysian wholesaler does in consumption areas

for fish export to Singapore.

For fish earmarked for consumption area wholesale markets, there is an
exclusive linkage between the fishermen and the wholesalers in the
fish landing sites. Costs incurred in fishing operations are prepaid
to fishermen by the wholesalers or paid in the form of credit
transactions. In exchange'fof this credit, an unwritten agreement
exists that allows the wholesalers exclusive rights to purchase a
portion of the fish catch from the fishermen. A major portion of the
costs incurred during fishing operations are paid by the wholesaler.
However; under present circumstances where domestic supply has not
been.ablé to meet growing demand, the advantage lies in the sellers’
hand. Therefore, fishermen are not necessarily tied to the identified

brokers, hut are guaranteed by a wholesaler for their fish.

‘Simultaneously, the wholesalers are assured of a stable supply of fish

" when they provide financial assistance to the fishermen. The fishermen

have the advantage and convenience of a close source of funding and
the guarantee that their fish catch will always be purchased. Many of
the fishermen do not exhibit a positive drive for economic
independence due to this dependence on wholesalers in funding and fish

sales.

4.2 Credit System

Currently, the most common form of financial support'available to
the fishermen is the credit system provided by BPM and wholesalers.

Fishermen prefer financial assistance from the wholesalers for the



1)

2}

3)

45

5)

reagsons given helow,
The fishermen are able to borrow funds whenever the need arises.

Difficulty in repaying the funds is minimal since the amount owed by
the fishermen is deducted from the sale of the fish catch at the time

of purchase by wholesaler.

The fishermen have a guarantee that their fish cateh will be bought

and in turn, the wholesalers have a stable source of fish supply.

For BPM financing, the applicant is required to have at least 20

percent of the project cost required on hand, in order to qualify for
a loah. BPM will finance 80 percent of the project cost and a period
of two to three months to a maximum of six months is required for the
screening process to be.completéd for those applicants recommended by
EXIM. Although priority is given to AFA members, membership in AFA is

not necessary in order to apply.

Presently, BPM is reluctant to promote loan disbursement because the
recovery ratio of loans corresponds to 30 percent of the total amount

financed.

4.3 Profit Distribution in Marketing and Fishermen’s Income

(1)

(2)

Profit Distribution

The profit margin of fish wholesalers and retailers in Malaysia is
not very high because the fish distribution structure is relatively

simple.
Fishermen Income Levels
Although fishermen who are classified as crew members have a

lower income than boat owners in general, crew members on large boats

have a higher income than small boat owners.

5. Fish Marketing Facilities and Their Operation/Management

1)

Less than half of the fishing boats land their fish at the complexes

4.‘4.._.



2)

3)

and use the facilities for refueling mainly because the landing and
supply jetties are not separated and the small capacity of the fuel

pump makes refueling at the complexes time consuming.

The catch is sorted and washed on board or on the jetty after the boat
has arrived at the landing site, and it is time consuming, Therefore,

the jetty is overcrowded and is not used efficiently.

There are no major transport constraints in fish flow from the
production sites to the consumption areas in Peninsular Malaysia.
However, there are major eonstraints in fish transport within Sarawak

and Sabah states and from these states to the outside markets.

6. Fish Quality and Handling Methods

fish

With the exception of some public complexes and private jetties, the

freshness is low and fish quality has deteriorated due to poor

handling and fish temperature control at sea,

7. Fishermen and Fishermen’s Association (FA)

(1)

1)

2)

3)

Institutional Aspect

Organizations affiliated to the FA
A multi-linkage system among NFA, SFA, and AFA has not been

efficiently organized to help fishermen participate in fish marketing.

Management Structure of the AFA

Management personnel for AFA operations have been mainly

'dispatched from LKIM. Recently, a few AFA who have employed managers

from the private sector, have increased their net profits from 1888 to
1989 and are uppermos! on the entife list of AFA in terms of profit
ratio. The positive effects of privatization can be seen, although a
key factor for better mahagement is the personal ability of Lhe .

manager.

Membership Qualifications of the: AFA
There are difficulties in réaching a consensus among the AFA
members because they include distributors and processors who are in

direct, competition with AFA fishermen in fish marketing.

u__5._



(2)

1)

2)

3)

4)

5)

6)

Functional Aspects

Sale of Fish .
There are very few fishing boatse that take part in the auctions
sponsored by the AFA. The sale of fish through the associations is

sluggish because there is no sales contract for fish between the

association and the fishermen.

Fishing Activities
Only a few associations have undertaken profitable fishing

operations by large fishing boats on their own.

Ice Manufacturing
AFA is only a sales agent of ice because the NFA operates the ice

plants and markets the ice through the NFA-SFA-AFA to the fishermen.

Supply Activities _
The association purchases and sells diesel oil, fishing
equipment; and boat engines. Sale of diesel o0il is a major profitable

source of AFA revenue.

Joint Facilities and Eguipment
Facilities and equipment such as jetties, wharves, cranes used in
fish landing, etc. are owned and operéted by LKIM, and not by the

assocjations.

Credit Activities
a) Credit activities of the AFA have not been systematized and only a

limited number of AFA conduct banking services for their members.

b) Very few AFA provide financing for their.members in exchange for

the right to sell members’ fish catch through the association.

(3) Issues on Fishing Rights

in Malaysia the Fishermen Associations do not possess fishing
rights which would enable them to protect, foster, manage, and utilize
fishing grounds. "It is difficult for the AFA ‘to establish a developed
system of coastal fishing rights and resources management as seen in

Japan for the f0110wing-reasohs.

_6_._‘



a) Fishing for migratory fish species has developed in Malaysia, as

less non-migratory fish species inhabit the coastal areas.

b) Fishing villages are located along the rivers away from the
coastline. Therefore, the consciousness Lo protect Fishing grounds

is not developed.

8. Financial Evaluation of the Marketing Organization

(1)

(2)

1)

2)

(3)

LKIM Complexes in Peninsular Malaysia and Sarawak State

One third of the LKIM complexes are operating at a profit due to
£he service fees collected from fishing boats for the use of fueling
and fish landing facilities, which is the main source of revenue.
Expenditure of.depreciation costs, salaries, and other operational

costs are significantly high in comparison to incoming revenue.
The Complexes in the Model Areas of Sabah State

KO-NELAYAN Complex
The complex is operating at a loss if depreciation costs are
borne by each complex. It is necessary to cut operational costs and

to increase ice sales which is presently a main source of revenue for

each complex.

SAFMA and ANGKASA Complexes

Both coﬁplexes are operating at a loss. Operational costs are
not met by generated revenue. Although the main socurce of revenuec is
the sale of prawn and fish, the buying price is rather high in
comparison to the revenue generated from their sale; and the gross
profit barely meets the operational costs. If the present situation
is not rectified, it will be difficult to maintain sound management of
the complexes even if interest payments on the loans for facility

construction is waived.
Fishermen Associations in the Model Areas

The operation of NFA/SFA/AFA is in the black as a whole, since

. commission fees from the sale of diesel oil and ice are high.

_7_



9. Alternative Plans to Improve the Existing FMDS

in order to improve the existiﬁg EMDS, a continuous stép—by—step

implementation of the followihg alternative plans will be necessary. The

effects and benefits of the alternative plans are summarized in Table 1.

9.1 Fish Production Stage

(1)

1)

2)

3)

(2)

1)

2)

(3)

1)

2)

Fish Marketing System

In order to improve the quality of fish, it is necessary to enforce

strict quality control on board the fishing boat.
Fish price information should be furnished to fishermen.

Sorting and handling of fish should be done by fishermen on board the
fishing boat before arriving at public landing jetties of LKIM,
KO-NELAYAN, -etec.

Fish Marketing Facilities

Enlargement or improvement fishing boats, gear, ete. should be

“promoted in order to raise efficiency in fishing and fishermen income.

In order to improve the quality of fish, new fishing boats as well as
fishing boats currently in operation should be equipped with

refrigerator, well-insulated fish holds, ete.
Institution and Organization

In conjunction with development of offshore fishing grounds in the
South China Sea, the number of-fishing licenses should be increased;
and fishing licenses limited to offshore fiéhing areas will be issued
also to comparatively small fishing boats that are adequate to-
function and undertake offshore fishing operation. Such measures are
expected to help protect and conserve fésources in coastallfishing

grounds while accelerating efficient development of offshore fishing.
AFA credit activities should be improved to offset the shortage in

_Sf



3)

funds for the purchase of fishing boate, fishing gears, and for
operational costs. Measures to strengthen AFA activities at the fish

production stage are:
a) to increase AFA funds by accumulating deposits from members,
b} to incorporate loan from BPM for members through AFA,

c¢) to open account with AFA and poocl funds by marketing fish through
AFA and/or from current account, and secure a source of funds for

repayment of loan disbursed by BPM,

d) to actively employ qualified personnel from the private sector for

better management,

e) to provide continuousrsubsidies from the Federal Government for AFA

management, based on management ability and its strict evaluation,

It is essential that a system of strict supervision is established in
order tb ensure fair repayment plans and decisions on fund
utilization. Namely, it is vital that the AFA doés not become a
political tool through its credit activities. It should be

scrutinized to ensure that it functions strictly as an organization

- for fishermen.

8.2 Fish Landing Stage

(1)

(2)

1)

Fish Marketing System

The time and costs for fish handling, refueling, ete. currently
needed at the public complexes must be economized to ensure an
efficiently run operation. By rationalizing the operations of the
complex in these ways, fishermen will be able to utilizeiits'
facilities convenjently. Consequently, fish landing can be

concentrated and shifted from the private to the public jetties.
Fish Marketing Facilities

The existing'capacity of the facilities at some of the complexes will

not be able to cope with increased fish landings. Among these’

—9—



complexes, only the complexes which will be feasible for renovation
from a national economic standpoint, must be expanded and their fish
landing facilities fefurbished. Complexes whose jetties must be
greatly enlarged and extended are the Endau and Kuantan complexes on

the ecast coast of Peninsular Malaysia.

2) In conjunction with the aforementioned renovation and expansion, it is
necessary to relocate the fish landing and supply jetties within each

complex area and to enlarge supply facilities, particularly the fuel

pump.

3) Quality control facilities will be established in metropolitan and in

export promoting areas in the model areas, to enhance fish exports.
(3) Institution and Organization

1) The owners of private jetties must agree and cooperate in transferring
the facilities to the public complexes. It should be carried out with
financial support measures including accommodation of funds and

provision of land sites to the private jelly owners.

2) The operation of the public complexes should be reorganized to ensure
efficiency. They_Should be transferred or leased to private parties
or local public bodies, mainly the AFA, fish dealing éssociations, or
local public organizations, individually or as a joint operation,
These organizations will be responsible for the operation of the
complex independent of the LKIM. Therefore, it is important to select

the drganization which is most qualified to accomplish this task.
3) The DOF monitoring systenm, which covers all the fish landing sites
throughout the country will be utilized effectively in providing data

to fishermen.

4) LKIM quality control measures (equipment, property, personnel) will be

reinforced in order to promote exports.

9.3 Fish Marketing Stage at Production Area Wholesale Market
(1) Fish Marketing System



1)

2)

(2)

(3)

1)

2}

3)

4)

5)

In Malaysia from the viewpoint of existing condition of FMDS and its
efficiency, direct consignment system should be applied for a wider
area distribution, and adoption of the auction will be limited to

small volumes of locally consumed fish in the foresesable future.

In order to enable fishermen to select the wholesalers who will be the
final buyers of the fish catch, the existing telecommunication system
will be used to inform them, either directly or through the AFA, data
on unit price, buying volume, and time and volume of purchase. If this
method is commonly adopted, direct consignments by the AFA will become
attractive due to its competitive edge, without enforcement of

auctions.
Fish Marketing Facilities

The marketing facilities within the public complexes should. be
enlarged to accommodate the increased volume of fish which will be

transacted.
Institution and Organization

The functions of wholesale markets in production areas including LKIM

complexes should to be redefined.

The LKIM complex markets and the private jetties should be designated
and reinforced as production area wholesale markets. In addition,
current limitations on the licensing of fish dealers should be eased
to stimulate competitive market conditions. Direct government
intervention in the marketing activities of fish dealers should he

minimal.

Fish marketing information including fish price at the production area
wholesale markets should continue to be monitored by the LKIM/KO-
NELAYAN. This function should be reinforced.

The cperation of ‘the production area wholesale market should be
transferred from LKIM to private organizations such as the AFA and the

private dealer associations.

“In order for AFA to discard its role as a_saleé agent for ice and



diesel oil, and to begin functioning properly as an organization for
fishermen, existing AFA economic activities should be bolstered ahd
fish consignment sales activities for its members should be
introduced. When the AFA begins such activities, it is necessary to
institute a éystem where profits are stringently checked to ensure
that the existence of the AFA is not jeopardized. In this respect,

guidance and supervision of thé AFA and fishermen is vital.

9.4 Fish Storage, Processing and Transport Stage

In this stage all comwercial activities are'conducted_by private
sector, and therefore intervention by public agencies should be
minimal.

{1} Fish Marketing System

1) A 1bng distance fish transport system will be developed to transport
large volumes of fish from Sarawak/Sabah to Peninsular Malaysia and

Singapore.

- 2) A transport system from the fish landing sites on the east coast of
Peninsular Malaysia to the west coast, which contains the largest

consumption area of the nation, will be instituted.
(2) Fish Marketing Facilities

1) In order to transport fish over a wide area, insulated containers
should be installed and the transport capability of ocean freight

improved.

2) Support facilities such as modernized fish storage and processing

system should be introduced.

3) In order to transfer the fish transport and processing base from the
private jetties to the LKIM'complexes, it is necessary to procure and
prepare land sites within the complex or within its vieinity, for
processing, storage, transport facilities and housing.

(3) Institution and Organization

In order to avoid the risk caused hy fish price fluctuation, it



is necessary to set up large fish storage and processing facilities

and to institute subsidies for fish storage to stabilize fish prices.

However, before implementation of the plan, it is necessary to conduct

feasibility study.

9.5 Fish Marketing Stage at Consnmption Area Wholesale Market

(1)

(2)

(3)

1)

2)

3)

Fish Marketing System

The private dealers are in complete control of the wholesale
market in the consumption areas, but their profit margin is limited.
Therefore, there is little need for public agencies to intervene in

income redistribution.
Fish Marketing Facilities

Installation of new facllities is not necessary except for a few
markets, as local autonomous bodies and private associations have

definite plans to construct marketing facilities.
Organization and Institution

The function of LKIM at this stage should be limited to designating
wholesale markets in the consumption areas. Issuaﬁce of licenses for
trading and uée of market facilities should be completely transferred
to lopai autonomous bodies, with the exception of large scale markets.
Construction aﬁd operation of these markets should also be implemented

independently.

In principle, the AFA should carry out fish transactions directly with
the wholesalers in consumption areas. However, in corder to secure a
stable sales outlet, a trading system from AFA to public organizations

through NFA will provide supplementary sales outlets for the AFA.

LKIM should continue'to monitor fish marketing conditions including

fish price, and supply the data to the AFA.
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10. Alternative Plans for FMDS Improvement for the Selected
Model Areas

10.1 West Coast, Peninsular Malaysia

From a national economic viewpoint, it is not appropriate to expand
the fish landing and supply jetties of LKIM complexes on the west coast of

Peninsular Malaysia.

In order to reorganize the private jetties in the Kuala Kedah model

. area as production area wholesale market, the existing function as
production area wholesale market in all the private jetties should be
consolidated and designated into one group or several groups of production

area wholesale market.

10.2 East Coast, Peninsular Malaysia
(1) Model area in Terengganu State

1) Fish marketing facilities
it is necessary to renovate the old, wooden supply jetty in the

Kuala Besut complex.

2) Marketing structure
- Some of the functions as a base for large fishing boats should be
transferred to Chendering. If this transfer takes place, the
functions of a production area wholesale market will increase at the
Chendering LKIM complex. Therefore, the functions of the Pulau
Kambing complex will be focused as wholesale market for consumption in

the vicinity of Kuala Terengganu.
{2} Model Area in Pahang State

1) Fish marketing facilities
A new complex was under construction in Kuantan, the model area
of this state. However, it is necessary to expand the fish landing

and supply jetty.

2) Fish processing facilities
The production volume of fish balls and crackers in Pahang state

is small and is at cottage industry level.. A plant should be



(3)

1)

2}

constructed for frozen fish products (surumi, fish balls) in order to

promote export and high guality products for the domestic market.
Model Area in Johor State

Fish marketing facilities
It is necessary to expand the jetty and install cranes in Endau.

Fish storage, proce531ng and transport facilities

The Endau complex will be utilized not only as a productlon base
for offshore fisheries, but will also be given the function of a
marketing and processing complex. In addition to modernizing the
existing private processing plant, a new freezing/processiug plant for
frozen squid and surumi for export and fish balls for domestic
consumption will be constructed. A truck terminal will be constructed

so that the complex can also function as a collection center.

10.3 Model Areain Sarawak

1)

2}

3)

10.4

1)

Fish processing facilities

A freezing/processing plant for high grade fish is necessary for
Bintawa complex to function as a supply base for fish products from
Sarawak to Peninsular Malaysia. Since a shortage of fish in
Peninsular Malaysia is anticipated in the future, the freezing and
processing plant should be expanded in case of rise in the price of

low and medium fish.

Long distance transport system of fish
In order to transport fish from Sarawak to Peninsular Malaysia

and Singapore, the number of insulated containers must be increased.

Marketing structure
The Bintawa LKIM complex is a preduction area market. It is
necessary to enlarge its functions in conjunction with an increase in

future outflow of fish from the state.
Model Areain Sabah and Labuan

SAFMA Complexes in Kota Kinabalu and Labuan

SAFMA will continue: to proceés and handle fish for export.



However, the facilities including the {ish landing complex will be
opened to fish dealers and management of the facilities by SATMA will

be limited, to reduce financial burdens.

11. Conclusion and Recommendation

Public agencies such as LKIM, KO-NELAYAN, etc. should encourage the
privatization and loecalization of their complex operations. They should
function mainly as central supporting bodies of FMDS and gradually withdraw

from management of the complexes at local levels,

As the future possibility of a shortage in fish supply is expected,
fishermen may be placed in a more advantageous position than fish
distributors. It is with this possibility in mind, talks between fishermen
and wholesalers can be proposed.. Mutudl understanding will be beneficial
for both parties. For this purpose, an experimental pilot project is

proposed to create and deepen mutual understanding.

Among the model areas investigated in this study, east Johor was
selected as the most effective area for the implementation of the pilot

project of FMDS improvement for the reasons given below.
1)} The high development potential of fish resources.
2) Co-existence of the public complexes and private jetties.

3) Accessibility to the consumption area wholesale markets on the west

coast of Malaysia and Singapore.

4) Advantageous position of fishermen to fish dealers because of sellers’

market for fish.

5) Close communication with federal government institutions such as MOA,

DOF, LKIM, BPM, etc., located in Kuala Lumpur.

This pilot project will include the relocation of the LKIM complex and
the installation of an experimental plant with freezing, refrigeration,
processing, and quality control functions. In addition to this, a fish
distribution and pfocessing complex with the main objective of developing a

fish export market, will be built on a commercial basis in the back-up area



provided by the state government.

Measures for technology transfer from abroad should include a dispatch
of foreign experts to Malaysia and the participation of Malaysian personnel
in training programmes abroad. Experts and training programmes will be in
the area of fishing operation, management of fiéhing ports, operation of
fishermen cooperatives, quality control, fish processing, etc. It may also
be meaningful to incorporate technical cooperation from other nations
experienced in fish distribution for installation of facilities necessary

for implementation of this pilot project.
In order to develop an effective and concrete pilot project, it is

necessary to carry out a feasibility study following this survey and to

procure funds and personnel for implementation at an early date.
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