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5. STRATEGY FOR IMPROVING FMDS

1)} Import of Large Volume of Fish from Thailand

2)

3)

4)

5)

The distribution system for large volume of exported fish to
Singapore and to the fish ¢onsumption -areas on ﬁhe west coast of
Peninsular Malaysia is completely controlled by the consumption area
wholesalers in Malaysia and Singapore. It is difficult to conduct
efficient fish marketing and not desirable for fishermen to
participate directly in fish marketing in the consumption area
markets. In this area, government intervention should be minimal in
order to protect and promote efficient fish marketing in the

consumption area markets.

Instead, it is essential for the government to create conditions where
fishermen, AFA, or regional fish dealers are able to participate
actively in fish production, fish landing, fish marketing, fish

storage, and processing operations in the fish production areas.

The east coast of Peninsular Malaysia, Sarawak and the west coast of
Sabah which face the South China Sea will be a base for future
fisheries development. These areas should be designated as

development area for a new fish marketing/distribntion system.

Although the potential of fish resources in Sarawak and BSabah is
great, physical and economical constraints in fish transport to the
large consumption areas in Malaysia has been very inhibiting;
consequently, resource development has not progressed as anticipated.
In order to achieve fish distribution over a wider area, including
eprrt, it is essential that an integrated system which upgrade fish
quality, institutes large-scale collection and storage, and mass

transport should be developed.

Licensing fish traders in consumption area markets (wholesale and
retail markets) and licenses permifting the use and operation of
faciliiies should be managed by local autonomous bodies. Furthermore,
management of market facilities in production areas should be

gradually turned over by leasing'or transferring some or all of the

- facilities to the AFA or local wholesaler associations.
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6) A fish distribution network should be instituted at the fish
production areas which will efficiently link the landing and marketing
functiong among several public complexes and private jetties in the
model areas. In particular, complexes which will be the centers of
fisheries development on the ecast coast of Peninsular Malaysia,
Sarawak and Sabah states which face the South China Sea, will be
degsignated. All other facilities related to fish distribution should
function as satellites of these complexes and the functions of all
complexes in this area should be demarcated and integrated as fish

marketing and distribution bases.
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6. ALTERNATIVE PLANS TO IMPROVE FMDS

Basic improvement plahs appropriate to the objectives of this study,

namely achieving efficient FMDS and upgrading fishermen’s income, were

selected as long-term targets of Malaysia. Improvements recommended in

the alternative plans, are shown in stages according to fish marketing and

distribution on the nation or regional level, and publiec or private level.

Continuous implementation of the improved ¥MDS in stages through the

alternative plans discussed below, is necessary in order to achieve the

aforementioned objectives.

6.1 Fish Production Stage

(1)

1)

3)

Fish Marketing System

The basis in formulating the improvement plans is firstly, to
assist future fisheries development in the South China Sea where ample
fish rescurce is available; and secondly, to improve FMDS to achieve
fishery development targets based on a future balance of fish supply

and demand. The following reforms will be instituted on this premise.

Strict quality control on board the fishing boat should be enforced in

order to improve the quality of fish.
Fish price information should be furnished to the fishermen.

Credit activities of the AFA should be strengthened to offset the
shortage in funds for the purchase of fishing hoats, fishing
equipment, and for operational costs incurred during fishing.

Measures for strengthening of the AFA activities are:

a) to increase AFA funds with deposits from members,

b} to incorpbrate loan from -BPM for.members through AFA,

c) to open aecouﬁt with  AFA and pool funds by marketing fish through

AFA ahd/or from current account, and secure a source of funds for

repayment of loan disbursed by BFM,
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4)

(2)

1)

2)

(3)

1)

2}

3)

d) to employ quatified personnel from the private sector for better

management,

e) to provide subsidies continuously from the Federal Government for
AF'A management, based upon management ability and its strict

evaluation.

Sorting and handling of fish should be dohe by the fishermen on board

the fishing boat before arrival at the public landing jetties of LKIM,

‘KO-NELAYAN, ete.

Fish Marketing Facilities

Ehlargement_or improvement of fishing boats, gears, etce. which are-
necessary for fishermen to transfer from coastal waters to offshore
fishing grounds, should be promoted in order to increase fishermen

income and efficiency in fishing.

New fishing boats as well as fishing boats currently in operation
should be equipped with refrigerator, well-insulated fish holds, etec.
in order to improve the quality of fish. '

Institution and Organization

AFA should have responsibility in preserving and controlling coastal

fishery resources under DOF supervision.

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 fishing areas will be issued
also to comparatively small fishing ants that are édequate to
function and undertake offshore fishing operations. Such measures are
expected to help protect and conserve coastal fishery resources while

accelerating efficient development of offshore fishing.

As a part of a government finance system, it is suggested that BPM
provide credit for the AFA revolving fund. This fund will in_turn, be
utilized by the AFA as loans to their members. Presently, BPM has
been lending develqpment funds for the purchase of fishing boats, ete.

to the fishermen directly without involving the AFA, in contrast to
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farmers who obtain loans through the Area PFarmers Organization (AFQ).

Therefore a similar system should be made available to fishermen.

Simultaneously, in order to collect principal and interest of
the disbursed loan, firstly, the AFA will require the fishermen to

open an account with the association and secondly, pool funds through

" consignment sales of members fish catch and/or from their current

4)

(4)

1)

2)

3)

accounts. Thirdly, the AFA will make the repayment of the loan to BPM
using this pooled fund by deduecting the corresponding amount from the
fishermen’s account (the two step loan system). In this case, the
funds are pooled and used by AFA. Therefore, it is essential that a
system of strict supervisioﬁ.and scrutiny ig established in order to
ensure fair loan recovery measures and impartial decisions on fund
utilizétion. Namély, it is vital that the AFA does not become a
political tool through its credit activities and that it functions

strictly as an organization for the fishermen.

In addition to the aforementioned government financing system for
large scale modernized fishing, affiliated financing systems at the
private level should be established on a long term basis; a similar
system is implemented in Japan for the.Fisheries Cooperatives by the
Central Cooperative Bank for Agriculture, Forestry and Fisheries,_

Credit Federation of Fisheries Coop. Associations, ete.)}.
Anticipated Results and Constraints to Be Solved in Implementation

If fishing operation funds are provided , fishermen will be free to
sell their fish catch to the dealer of their choice, and fishermen
income will increase to a certain level. In particular, traditional
tishermen will be able to cross the poverty line and.those engaged in
iarge scale fishing operations will be able to become independent of

the dealers and increase their incomes.

Improving fishing boats, fishing equipment, etc. will establish

‘economically efficient fishing operations.

Constrainte: A major issue is to create an environment where the
fishermen will agreé_tp pool their funds with the AFA and to consign
their fish catch to'the assobiation for sales. In order to accomplish

tﬁis, the following two conditions must be met.
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a) Although AFA will be responsible for the efficient management of

Vfish_marketing, the cooperation of the fish dealers, particularly
the wholesalers in the production and consumption areas and the

wholesalers in Singapore will be pequxred for the introduction of

this system.

b) The fishermen’s passive attitude must be improvéd to prevent them
from accepting credit from the dealers and giving up the right to
aggressively participate in the sale of their fish catch. A spirit

of entrepreneurship must be revived among the fishermen.

IMPLEMENTATION OF FMDS IMPROVEMENTS AT THE FISH PRODUCTION STAGE

Content of Improvement Proposals National Level Regional Level

. Public/Private Public/Private

1. Fish Marketing System
1) Striet quality control of fish on board
2) Dissemination fish price information
3) Strengthening AFA credit activities
4) Sorting and handling of Tish on vessel

L
o ¢ o ©

- o O O
T 0 o W

2. Fish Marketing Facilities
1) Improve fishing boat, equipment,
etce. {offshore fishery development, o o : X o
and resource management)
2) Improve cold insulation facilities
of fish hold, refrigerating system D o X o

3. Institution and Organization
1) Awareness of AFA’s responsibility

for coastal resources under DOF o X o )
supervision 7
2) Improve method of flshlng licenses 0 X X X
3) Improve government finance system o} o _' X 0

for fishermen
4) Introduce affiliated finance 0 o P 0
systems of AFA (long-term)

Note 1: Implementation of each proposal is classified into national,
regional, public and private sectors and the degree of 1mple—
mentation in each sector-is: o = active participation;

p = partial partlclpatlon X = no participation

Note 2: Implementatlon on a national publlc level involves MOA/DOE/LKIM/KO~

: NELAYAN/BPM; implementation at a regional public level invelves the
regional autonomous bodies; implementation at a private level
involves the FA and dealers.
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6.2 Fish Landing Stage

(1)

1)

2)

(2)

1)

.2)

Fish Marketing System

In order for LKIM complex operations to run efficiently, the operating
time and costs currently needed at the public complexes should be
economized in such areas as sorting the fish on board at sea and
refueling services for fishing boats. Moreover, market operating
hours at the complex must be increased to several times a day to
resolve the congestion. Rationalizing complex operations in these
ways ensures convenient utilization by the fishermen. Consequently,
fish landing can be concentrated and shifted from the private to the

public jetties,

The AFA should be encouraged to become involved in the buying and
selling of fish on a contract basis and not -limit itself to simply
supplying ice and diesel oil as it is currently doing. Fish
consignment contracts between members and the AFA will be introduced
which will allow the association to participate in fish marketing at

the production areas.
Fish Marketing Facilities

As efficiency of the publie complexes is improved, fishing boats will
be automatically encouraged to transfer their fish landings to the
public complexes from the private jetties which will exceed their
capacity due to the Increase of fishing boats in future. The existing
capacity of the facilitieé at some of the complexes will not be able
to cope with increased fish landings, Therefore, the complexes which
will be feasible for renovation from a national economic standpoint,
should be expanded and their fish landing facilities refurbished.

The complexes whose jetties which must be enlarged and extended are
the Endau and Kuantan complexes on the east coast of Peninsular

Malaysia.
in conjunction with the aforementioned renovation and expansion, it is

neeessdry to relocate the fish landing and fueling facilities within

each complex area..
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3)

4)

Supply facilities, particularly the capacity of the fuel pump should

be enlarged.

Some public jetties will be transferred to alternative sites (however,

it is necessary to carry out a study of the location sites including

5)

6)

(3)

1)

2)

3)

sea conditions to confirm physical feasibility).

The landing functions of some private jeltties should be reduced and
use of the public jetties should be promoted (however, this will be
carried out only in cases where it iS'economically advantageous to the

users of the private jetties.)

In order to execute effective and efficient quality control, a fish

quality control centre should be set up. Its main purpose will be to

~establish and to promote fish exports; and it will be located in the

metropolitan and export promoting areas.
Institution and Organization

Even in areas where the state government is promoting new land
development and is demolishing pri#ate'jetties, the limits in the
public complex capacity should be considered (not only physical
limits, but to ensure that economic effectiveness of the fishermen and
distributors is not jeopardized); and it must be carried out according

to measures agreed upon by all parties concerned.

Concerned parties affiliated with the private jetties (fiShing boat
owners, transporters, processors, and wholesalers who'gre the .owners
of the jetty) should agree and cooperate in transferring the
facilities Lo the public complexes. 1t should be carried. out with
financial assistance measures including accommodation of funds and

provision of land sites to private jetty owners.

The management body of the public complexes should be reorgahiZed to
ensure efficiency. The management should be transferfed or the .
faciiity should be leased to private pdrties or local public bodies.
As a-management body, the AFA, fish;dealing associations, or local
public organizations should operate individually or jointly the
complexes. These organizations will be responsible for the operation

of the complex independent of the LKIM, Therefore, it is important to
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select the organization which is most qualified to accomplish this
task,

4) The percentage of fish landings at the LKIM complexes in Peninsular
Maldysia is roughly.seven percent of the total fish volume landed on
Peninsular Malaysia. The DOF monitoring system which monitors all the
fish landing sites throughout the country, is highly éxperienced and
has access to current data, including the ex-vessel price at landing.

The System will be utilized effectively as the data base,

5) LKIM quality control measures (equipment and personnel) should be

reinforced in order to promote exports.
(4) Anticipated Results and Constraints in Implementation

1) The profitability of fhe complexes, LKIM, KO-NELAYAN, SAFMA, ANGKASA,

and the regional autonomous bodies will be improved.

2) Renovation and expansion of the public complexes will bring about

national economic benefits through minimization of time and cost of

landing .

3) The income of the fishermen and other concerned parties who utilize
the private jetties will inecrease when they transfer their lish catch

to the public complexes.
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IMPLEMENTATION OF IMPROVEMENTS IN FMDS AT THE FISH LANDING STAGE

Content of Improvement Proposals National Level Regional Leyel

Public/Private Public/Private

1. Fish Marketlng System
1) Extend operation hours of comp}ex,
establish operational system which X X 0 0
will be more cost effective '
?2) Introduce a policy of fish
consignment contracts between _ P o P o]
AFA and members

2. Fish Marketing System _
1) Expand and renovate ) o x o X
fish landing facilities

2) Relocate complex:facilities P X 0 o}

3) Upgrade fueling facilities 0 X 0 X

4) Relocate public jetties 0 X p X

5) Decrease a segment, of the fish p X 0 O
landing functions of private jetties

6) Build a fish quality control centre Lo 0 X 0

3. Institution and Organization
1) Pursue a policy of reducing some
of the fish landing function p X 0 0
of private jetties and '
agreement on policy limitations
2) Support the private jetties

after reaching a consensus 0 X P 0
on reducing private jetties
3) Transfer or lease publiec complexes P X o 0
4) DOF data on fish landing (including
ex-vessel price), effective use of o P P o]
monitoring system
5} Reinforce LKIM quality contirol o X X 0

function (to promote fish export)

Note 1: Implementation of each proposal is classified ‘into national,
regional, public and private sectors and the degree of imple-
mentation in each.sector is: = active participation;

= partial participation . no participation

Note 2: Implementation on a national public level involves MOA/DOF/LKIM/KO—
NELAYAN/BPM; implementation at a regional public level involves the
regional autonomous bodies; implementation at a private level
involves the FA and dealers.
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6.3 Marketing Stage in Production Area

(1)

f'ish Marketing System

1} Auction is conducted only in some of the LKIM complexes on Peninsular

2)

(2)

(3)

1)

2)

Malaysia and it has not been adopted in other areas (less than one
percent of the total volume of fish landed in Peninsular Malaysia).
Auction is mainly been conducted for fish locally consumed within the
vicinity of the production areas. Consequently, this type of auction

will continue to be limited to small volume of locally consumed fish

-in the foreseeable future. Meanwhile, auction which is aimed at

markets covering a large area, is actively conducted at the private
jetties in Kuantan, the capital of Pahang state, and particularly at
the private level for exported fish to Singapore. This auction should

be selectively propagated in other areas.

Most of.the_transactions which take place at the production areas are
by difect consignments. In order ﬁo 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 from
LKIM {data at wholesale market) and DOF (data at landing site), either
directly or through the AFA, data on unit price, buying volume, and
time and_volume of purchase. Through the promotion of this method,

direct. consignments can be conducted under competitive conditions.
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

Under the existing fish marketing system, functions of the wholesale
markets are not clearly demarcated in the production and consumption
areas including LKIM functions,. Therefore, these functions need to be

redefined.

The LKIM complex markets and the private jetties will be designated

and reinforced as production area wholesale markets. In addition, the
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3)

4)

5)

6)

current limitations on the licensing of fish dealers should be eased
to stimulate competitive'market conditions. However, direct
intervention by government in the marketing activities of fish dealers

should be minimal.

Fish marketing information including fish price at the production area
wholesale markets should continue to be monitored by the LKIM and

KO-NELAYAN. This function should be reinforced.

Operétion of the préduction area wholesale markets. should be
transferred from LKIM to private organizations such as the -AFA:and the
private dealer asSociations.- Fish marketing transactions at the
production area wholesale markets should be managed by the private
sector, allowing the public agencies to function only in areas of
supervision and instruction. The costs stemming from these limited

activities will be covered by the utilization fees of the facilities.

In order for AFA to discard its role as sales agent for ice and diesel
o0il, and to begin functioning properly as an organization for
fishermen, existing AFA ‘economic activities will be bolstered and fish

consignment sales activities for its members will be introduced.

These. activities will enable therAFA-to reinforce its finances to
begin credit activities: for its members.' Introduction of a contract
signed between the association and its members allowing the AFA to

sell fish will strengthen implementation of this proposal.

However, with the exception of high srade fish, the profit margin
in ordinary fish price is not very large for the dealers.  Therefore,
when the AFA begins such actiﬁities, it is necessary to institute a
system where profits are étringently checked to ensure that the
existence of the AFA is not jeopardized. In this aspect, guidance and

supervision of the AFA and fishermen is vital.

AFA management ability should be strengthened by employing experienced

personnel.
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(1)

Anticipated Results and Constraints in Implementation

The feasibility of AFA economic and credit activities are given

in the following table.

Economic/Credit
Activities

Anticipated
Effect

Measures to
Solve Constraints

Finance system for ope-
ration funds (outstanding
accounts) and sales on
credit

Sale of ice and diesel oil

Purchase/sale of fish catch

AFA fishing activities
{large boats)

Others (sale of.fishing
equipment, spare parts,
daily commodities,etc.)

Economic independence
of fishermen,
increased income

and use of FA
activities by
fishermen

Increase fishermen
incomes and use
by membhers

Increase fishermen
incomes

Increase utilization
rate of fishermen,
increase economic power
of FA, disseminate
fishing technology

increase fishermen
incomes, elevate
consciousness of
members

Understanding of FA
activities by
fishermen, upgrade
member abilities,
hiring staff from
private sector

Introduce credit,
sales, expand/install
supply facilities,
improve supply
services (time,ete.)

Upgrade management
ability of AFA staff,
employ managers from
private sector, esta-
blish credit with
fish traders, introduce
finance system for

fishermen

Avoid competition

among AFA members,
license permission
to AFA

Competition with
existing shops,
planned management
of stock supplies
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IMPLEMENTATION OF IMPROVEMENTS IN FMDS IN PRODUCTION AREA WHOLESALE MARKET

Content of Improvement Proposals National Level Regional Level

Public/Private Public/Private

1. Fish Marketing System

1) Limited promotion of auction p e] p 0
(considering its needs)
2) Establish a more effective p © 0 P 0

system of direct consignments
2. Fish Marketing Facilities
1} Expansion of on-land facilities _ p p p 0

of the public complexes

3. Institution and Organization

1) Clarify functions of production o X 0 p
area wholesale markets
2} Expand designhation of production e} X o P

area wholesale markets {avoiding
intervention in marketing
activities of private dealers)
3} Reinforce moniteoring functions o p . P 0
of LKIM/KO-NELAYAN for fish
marketing information-

4) Transfer operation of production X X o] o]
area wholesale markets
5) Reinforce credit/fish sale o) o) . p o

activities of AFA
6) Upgrade management ability
of AFA X X p 0

Note 1: Implementation of each proposal 'is ¢lassified into national,
regional, public and private sectors and the degree of imple-
mentation in each sector is: o = active participation;

p = partial participation x = no participation

Note 2: Implementation on a national public level involves MDA/DOF/LKIM/KO-
NELAYAN/BPM; implementation at a regional public level involves the
regional autonomous bodies; implementation at a private level
involves the FA and dealers,

6.4 Storage, Processing and Transport Stage

The existing fish flow patterns will not change in future for the
reasons outlined below. Intervention by public agencies should be

minimal,
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a)

b)

(1)

1)

2)

(2)

1)

2)

Most of the fish imported from Thailand which flow to domestic
consumption areas pass through the consumption area wholesale markets
of Malaysia., The wholesalers of these markets trade directly with

the exporters in Thailand.

Approximately one half of domestic fish will pass through the
consumption area wholesale markets and the remainder will be sold
directly to the consumers at the fish landing sites or will be sold

by small dealers and not through the wholesale markets.
Fish Marketing System

JDirect government intervention in the existing fish marketing
system at this stage should be minimal. A long distance fish
transport system will be developed to transport large volumes of fish

from Sarawak/Sabah to Peninsular Malaysia and Singapore.

A& transport system from the fish landing sites on the east coast of
Peninsular Malaysia to the west coast, which has the largest

consumption area of the nation, will be instituted.

The existing fish transport system between Sarawak and Singapore will

be improved in areas of service.
Fish Marketing Facilities

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

improved.

In conjunction with the institution of a transport sjstem between the
the east and west coasts of Peninsular Malaysia, Sarawak, and Sabah
states, support facilities such as modernized fish storage and
processing system should be introduced. (Fish processing on the east
coast of Peninsulér Malaysia is still a rural cottage industry and

it needs to be'modernized to the same level as the processing
fécilities_oh the west coast which are aimed at the fish export

market.)
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3)

In order to transfer the fish transport and processing base from the

the pfivate Jetties to the LKIM complexes, it is necessary to procure

- and prepare land sites within the compleéx or within its vieinity, for

processing, storage, and iransport facilitles and housing.

{(3) Institution and Organization

(4)

D

2)

3)

There are constraints in transporting fish from the east coast
of Peninsular Malaysia, Sarawak and west coast of Sabah, which are
expected to increase their pfoduction in future, to the large

consumption areas of the west coast of Peninsular Malaysia and

‘Singapore. These constraints are compounded by seasonal changes; and

in ‘'order to avoid the risk.caused by fish price fluctuation, it is

necessary to set up large fish storage and processing facilities and

‘to institute subsidies for fish storage fo-stabilize fish prices,

Anticipoted Results and Constraints in Implementation

Fish prices will stabilize with the development of unexploited fish

resources and a flow of fish over wider areas.

The added value of fish will. rise when a modernized. fish distribution

and processing base is established.

The institution of fish transport, storage; and processing facilities
to accommodate a wider area lies in the sphere of private initiative;
and its success is dependent on how much the private sector will be

willing to invest in these facilities.
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IMPLEMENTATION OF IMPROVEMENTS IN FMDS IN FISH STORAGE, PROCESSING, AND
TRANSPORT

‘Content of Improvement Proposals National Level Regional Level

Publie/Private Public/Private

1. Fish Marketing System -
1} Institute long-distance fish
transport system (install p Q p o
freezing, storage, processing,
and transport facilities)
2) Acquire efficient transport
trucks, ships and institute
quality control in conjunction P o X o
with large volune fish
transport system

2. Fish Marketing System
1) Preparation of land for fish P o p )
proceséing/storage facilities
2) Increase transport capability
with insulated containers/cargo p o X X
transport

3. Institution and'Organization
Initiate subsidies for : o p X p
stable fish price

Note 1: Implementation of each proposal is classified into national,
regional, public and private sectors and the degree of 1mple—
mentation in each sector is: o = active participation;

©p = .partial participation x = no participation

Note 2: Implementation on a national public level involves MOA/DOF/LKIM/KO-
NELAYAN/BPM; implementation at a regional public level involves the
regional autonomous bodies; implementation at a private level
involves the FA and dealers.

6.5 Wholesale Market Sta:ge in Consumption Area
(1) Fish Marketing System

The private dealers are in eomplete control of the consumptlon
area wholesale markets and there is little need for intervention by

public agencies.
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Although presehtly_thers iz no opportunity for the fishermen to
participate in fish marketing since wholesalers in sonsumption areas
have their own fixed marketing routes from fish import and fish
landing stages, opportunity will be created for the fishermen through
the auspiées of the AFA, to negotiate fish price, buying volume, etc.
with the coﬁsumptidn area wholesalers in the future. In particular,
there is a large scale consumplion area wholesale market in the west
coast of Peninsular Malaysia that.connects digtribution of Thai
imported fish to Singapore. The aforementioned measures for
fisherﬁen will be enacted only upon recognition_of existing

conditions in the distribution system of this area.

(2) Fish Marketing Facilities

(3)

1)

2)

3)

The local autonomous bodies and private dealer associatidns have
definite plans on the relocation and construction of consumption area
wholesiale markets; and as construction on some of these markete is
already in progress, there is no particular necessity for public’
agencies (LKIM, etc.) to intervene at the national level or to

propose plans on the installation of new facilities.
Organization and Institution

The function of LKIM at this stage will be limited to_designstlng'
wholesale markets in the consumption areas. Issuance bf licenses for
trading and use of market facilities should be completely.transferred
to the local autonomous bodies, with the exception of lsfge scale

markets; and independent construction and operation of these markets.

Construction and operation of these markets should ‘also be

implemented under their JUPlsdlCtloﬂ-

In principle, the AFA should carry out fish transactions with the
wholesalers in consumption areas. However, in order to secure a
stable sales outlet, a trading system from AFA to publlc
organizations through NFA will provide a supplementary sales outlet

for the AFA.

LXIM should centinue to monitor flsh market1ng 1nclud1ng fish price,

and supp]y the data to the AFA,
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{4) Anticipated Results and Constraints in Implementation

1} The existing system at this stage is efficient. Therefore,

intervention by the goverhment (public agencies) is not necessary.

2) The cooperation of the wholesalers in consumption areas is

indispensable in order for AFA to become active in fish sales.

Hoﬁever, in order to get this cooperation, the AFA should guarantee

the quality, volume, and price anticipated by the dealers.

IMPLEMENTATION OF iMPROVEMENTS IN FMDS AT THE STAGE OF WROLESALE MARKETS
IN CONSUMPTION AREAS

Content of Improvement Proposals National Level Regional Level

Public/Private Public/Private

1. PFish Marketing System

Promote a reliasble relation-—

ship between wholesalers in X o) X 0
consumption market and the AFA

2. Fish Marketing System
Construct/renovate consumption X o o 0

area wholesale markets

3. Institution and Organization
1) Designation/licensing to consumption p X o X
area wholesale markets
2) Reinforce information network with

consumption area wholesale markets X o X 0
to support AFA fish sales activities

" 3) Reinforce LKIM/KO-NELAYAN monitoring
funetions of fish marketing information o p P 0

Note 1:

Note 2:

Implementation of each proposal is classified into national,
regional,. public and private sectors and the degree of imple-
mentation in each sector is: o = active participation;

p = partial participation x = no participation

Implementation on a national public level involves MOA/DOF/LKIM/KO-
NELAYAN/BPM; implementation at a regional public level involves the
regional autonomous bodies; implementation at a private level
involves the FA and dealers.
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7. ALTERNATIVES FOR FMDS IMPROVEMENT AT THE AREA LEVEL






7. ALTERNATIVES FOR FMDS IMPROVEMENT AT THE AREA LEVEL

7.1 West Coast of Peninsular Malaysia

7.1.1 Model Areain Kedah State

(1) Concentration of Fish Landing at the Complex

(2)

The west coast of Peninsular Malaysia whose fish resources are
limited, has not been able to evolve into an offshore fishing centre.
Therefore, a major igsue is to maintain existing levels of fish catch

while controlling fish resources.

Fishing boats which.operate outside the Kuala Kedah area, fish in
fishing grounds near their landing site. It is unlikely that these
boats will land their fish catch at the LKIM complex in the future.

The potentialiticecs of developing new fishing grounds are low in this
area due to limited fish resources, Consequently, these fishing boats
are not expected to transfer in great numbers to the Kuala Kedah area.
Therefore, the LKIM complex will only service the Kuala Xedah area. The
possibility of transferring fishing boats currently using the private
Jetties in Kuala Kedah; to the LKIM complex should be considered. As
shown in Table 4.6.3, the jetty currently will be able to accommodate
up Lo 8,880 tons of fish landing veolume. 1In addition to sorting fish
on board the boats before arriving at the complex, it is necessary to
institute services such as a credit system for fishermen, quick
paperwork procedures and other efficient operating measures which will
make the complex attractive to its users. Unfortunately, expdnding the
jetty and'concentrating fish lﬁnding at the complex is not feasible
sinee construction costs cannot be met with the benefit borne by the
éxtension of jetty in viewpoint of the fish resource condition,
Therefore, it is inappropriate in terms of national economy (Appendix

7.1} v

Fish Marketing Facilities, their Operation and Management

1) Facilities

a) Fish landing stage
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- To. implement systematic sorting and grading of'fish on board the

fishing boat before entry intc the port
- To enlarge and extend the fﬁeling pump

~ To expand the fish landing and supply jetties
This idea is not considered appropriate from a national

economic viewpoint. Therefore, the jetty will not be expanded.

- To provide an anchorage for fishing boats

Present conditions will be continued.
b) Production area wholesale market stage
- To_introduée fork-1lifts

- Ice plant facilities
The capacity of the existing_ice plant in the model area of
Kedah is 120 tons per day. The shortagé is compensated by ice
brought in from Perak state and the demand is fulfilled at present.
~The increase in the volume of ice in future for dse on board the
fishing boats, will be left to the construction of private plants
to fulfill.

- Enlargement of auvction halls will not be carried cut.
c) Fish storage, processing, and transporti stage

There are currently three, large fish meal plants in the
model area (Kuala Kedah), one medium capacity freezing and .
processing plant (Kuala Kedah), and one medium capacity processing
plant for salted and smoked fish (Kuala Mudah). waéver, they are
having a shortage of raw materials. ~Plans to construct new plants
are inconceivable since fish catch volume is not expected to

increase in future.

2) Operation of the facilities
The privatization and localization of LKIM complexes will be
accelerated by gradually transferring a segment of the LKIM operations

to local government bodies or AFA, ete.
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(3) Quality Control

(4)

1)

(53
1)

In both the LKIM complexes and the private jetties temperature
control of fish before fish landing should be reinforced, in order to
ensure freshness of fish., The following alternatives are proposed to

achieve the objective.

Alternative 1 ! to increase the volume of ice used.
Alternative 2 : to introduce fishing boats with cold storage facilities.

Alternative 3 : to promote the use of inexpensive ilce hoxes.
Marketing Structure

FMR has designated Kuala Kedah LKIM complex as production area market
and the Alor Setar wholesale market as a consumption area market, With
regard to private jetties, it is not feasible from natiocnal economic
viewpoint, to completely remove the private jetties and to establish
the LXIM complex as the only production area market {(proposal by the

city authority)., There are two alternatives to this issue.

Alternative 1 : to consolidate all the functions of private jetties
into_dne designated production area wholesale market,

excluding the LKIM complex.

Alternative 2 : to divide and designate the private jetties which are
connected for.about 500 m along the river into about
five-groﬁps {the existing designated jetty will be the
core), and together with the LKIM complex, a production
area market comprising around six groups will be
formed.

Changes are not necessary in the operation of Alor Setar wholesale

market as a consumer area market.

Fishermen'’s Associations _
improvement of_éxisting economic activities

The economic condition of each FA in Kedah state is comparatively
good (with the exceétion of Yah”AFA).' The FA are involved in a variety
of'economiC-actiQities. However, the utilization rate of these

activities by its members is low. It is necessary to introduce
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combined improvements such as national credit system, education of AFA

management personnel and its members, efc.

- Moreover, a contract should be signed between the AFA and its

members to permit the AFA to sell their fish at the auction, etc. In

terms of marketing, the structure of the auction will be strengthened

only for locally consumed fish.

2) Expansion of economic activities

In order to increase the utilization rate of existing economic

activities and to improve their financial conditions, it is necessary

to reinforce the supporting structure by improving the institutional

and operational structure. New economic activities are encouraged to

establish a AFA economic base.

a) SFA activities

AFA can invest jointly in the new business activities initiated by

the SFA, and AFA receives payment in kind from SFA.

New fish market outlets such as public institutions (dormitory
schools, hospitals, prisons, ete.), city zone and -tourist resort
will be developed, and each AFA receives a profit by providing the
fish to SFA.

b) AFA Activities

it is desirable that all marine fishing activities of SFA and NFA
are left to the AFA. Consequently, large fishing boats which are
currently owned by SFA should transfer its management and operation
to the AFA in the model area after the loans for the boats have
been fully paid.

Moreover, sharing the capital by the NFA, SFA, AFA and
expanding financial support by the government for fishing
operations using large boats by the AFA should be strengthen until

AFA's economic base is good.

In addition, daily commodities will be sold by the AFA. These
goods will be_purchased'through the NFA, SFA, and AFA whieh will:
enable them to purchase the goods in large volumes according to the

needs of the members.
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7.1.2 Model Area in Perak State

Although Lumut is a model Arca, it is most likely continue to remain as

a transit point for fish, since the owners of the private jetties and

processing plants on Pangkor Island have no desire to land their fish catch

or to move from their present location to Lumut. An important issue is to

ensure that the transit commissions collected by the complex, does not

become a financially burdensome for the private traders.

7.2 East Coast of Peninsular halaysia

7.2.1 Model Area in Terengganu State

(1) Concentration of Fish Landing at the Complex

1

2)

3)

This area will be the focus for improvements in offshore fishing.

The functions of the Chendering fishing port will be developed as the
centre for offshore fishing (to concentrate functions as an offshore
fishing centre for the east coast of the peninsula by accommodating

large fishing boats from other area).

The functions of the other two areas (Kuala Besut and Pulau Kambing)
will be organized to complement the fishing structure in these areas

(particularly, to reorganize their functions as a fishing port for

‘'small and medium fishing boats).

(2)

1).

a)

Fish Marketing Facilitiés, their Operation and Management

Facilities
Fish landing stage'
.~ To Implement systematic sorting and grading of fish on board the

boat before entry into the port.
- To enlarge the refueling pumps.

- To expand the fish landing and supply jetties
Kuala Besut: There is no necessity to expand the fish landing
Jetty. However, it is necessary to renovate the

' old, wooden supply jetty.
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Pulau Kambing: Under construction for expansion (no need to expand

further)

Chendering: There is no necessity for expansion. However,
existing fueling facilities should be moved close to
the ice plant so that ice can be loaded and the boat

refueled at the same time.

~ Anchorage for fishing boats

Existing conditions will be maintained at all three complexes.

b) Production area wholesale markets
~ Fork-1lifts
Fork lifts will be introduced at Pulau Kambing.

-~ Expansion of the auction halls

Kuala Besut: There is no need to expand.

Pulau Kambing: A steel and conerete one story building is under

construction above the wharf.
Chendering: . There is no need to expand.

~ Ice plant facilities

The capacity of the existing ice plant in Terengganu state is
432 tons per day. Inr the Kuala Besut area, there is a shortage of
ice. The demand_for icé in 1989 at the Kuala Besut complex was
9,219 tdns and the ice supplied from other areas (Kota Bahru and
Thailand), excluding Chendering, was 6,050 tons. The caﬁacity of
the ice plant in Chendering was 200 tons per day which was only 45
percent of its operational ratio in 1989, Thereforeé, it is not
necessary to construct new facilities since the shortagé df ice can
be supplied from Chendering in the future. Moreover, the number of
fishing boats which will increase in future will be mainly boats
with refrigeration.facilitics-involved in'offshope:fisheries. The
demand in ice is anticipaﬁed to Increase only at the marketing

level and this issue will be left to private investors to resolve.
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¢) Fish storage, processing, and transport

- Fish processing facilities.
Kuala Besut: There is a freezing and processing plant under
construction within the complex. I1i is not

necessary to install other facilities,

Pulau Kambing: It is impossible to construect additional facilities
since there is no available land in the lot behind

or within the complex.

Chendering:‘ A plant for freezing and processing of surumi (for
fish balls and fish crackers) is presently under
construction. Additional facilities are not needed.
In addition, unused land is not available within the
confines of the complex or in the back lot to

construct a new processing complex.

2) Operation of the facilities

(3)

(4)

The privatization and localization of each organization will be
accelerated by pgradually transferring a segment of the LKIM operations

to the fishermen associations, etec.
Quality Control

Maintaining low temperature of the fish from the time of catch to
landing is good. However, the freshness of fish drops conspicuously at
the market or during transport to the retail markets. Thus the

following alternatives can be considered to improve this situation.

Alternative 1 : To increase the volume of ice used during transport.

Alternative 2 : To promote the use of insulated containers.
Marketing Structure

The.LKIM complexes at Kuala Besul, Pulau Kambing} and Chendering

function as a produetion area market. The LKIM complex at Pulau

'Kambing.has a function of wholesale mdrket for the state capital, Kuala

Terengganu. -Subsequently, it is congested because the market is
constantly deluged by retailers. LKIM is renovating the Pulau Kambing

complex. Some of its function as a base for large fishing boats should
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be transferred to Chendering. When this transtfer takes place, the
function of a production area market Willrincbease at the Chendering
LKIM complex and decrease at Pulau Kambing. As a result, Pulau Kambing
will effectively function as a consumer area wholesale market in the

vicinity of Kuala Terengganu.
Fishermen Association
Improvement of existing economic activities

The economic activilies of the AFAs in Terengganu state are

comparatively versatile. However, the utilization rate of its members

'is low. -In fact, it has the lowest utilization rate of all the AFA’s’

in the model areas of Peninsular Malaysia. The finances of the
association are also weak. - Therefore, an important objective of this
area will be to increase the utilization rate of its existing business

acltivities.

Improvements in the utilization rate of its members can be

‘accomplished by combined improvements such as the introduction of a

national credit system, Lhe education of the AFA management personnel

and members, etc.

Moreover, a contract should be signed between the AFA and its

members to permit the AFA to sell members’ fish cateh. In terms of
marketing, the structure of the auction should be strengthened for

fish consumed locally.

2) Expansion of economic activities

a) SPA activities

~ The NFA ice plant at the Chendering complex should be transferred

to SFA management, as a new business activity for SFA.

~ Furthermore, néw market outlets such as public ihstitutibns
-(schoois, hospitals, prisons, etec.), city area, touriSt resorts
will be developed. ‘Operation of the fish processing plant
currently under construction at the'Kuala'Begut and Chendering
complexes will be transferred to the'SFA from LKIM and NFA.
Capital will be invested by both the SFA and the AFA, and each AFA

will distribute and supply the raw materials which will be another
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source of revenue for the AFA. However, if it is possible to
procure well a experienced staff or a management, it is better to

lease the facilities to private sector.

b) AFA Activities

- Fishing operations by AFA using large boats will be effeetive in
improving the financial base of the association due to good fishing
grounds in the Terengganu area. The capital for building fishing
boats will be divided among the NFA, SFA, and AFA, subsidized by

government funds, or financed by BPM.

-~ AFA will participate in management operations of SFA ice plants,

processing, ctc. by sharing the capital.

- In addition, daily commodities and fishing equipment will be sold
by AFA. These goods will be purchased through the route of the
NFA-SFA-AFA in large volumes; according to the needs of the

members.

7.2.2 Model Areain Pahang State

(1)

(2)

The model area of this state is Kuantan.

Concentration of Fish Landing to the Complex

Currently, a complex is under construction to accommodate all the
fishing boats in the area after the private jetties located along the

rivers are demolished. However, as shown in Table 4.6.3, the fish

. landing volume of the nearby private jetties (along the rivers) has

already exceeded the estimated volume; and the capacity of the complex

is insufficient. In addition, if the private jetties are demolished,
it is necessary to secure mooring space other than the wharf. The
construction of office facilities for local wholesalers who have been
using the private jetties is pianned, but the number of offices is

inadequate to accommodate most of the wholesalers.

Fish Marketing Facilities

a) Fish landing stage

- = To implement systematic'sorting of fish on board the bhoat
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before its entry into the port
- To enlarge and increase the refueling pump
- To expand the fish landing and supply jetties

b) Anchorage for fishing boats - _
It would bhe necessary to move the fishing villages and secure
anchorage for fishing boats upétream or to plan and implement in
the vicinity of the coqplex on the Kuantan River when the private

jetties are demolished.

¢) Production area wholesale markets

- Expansion of unloading areas

- Ice plant facilities . _
~ The production of existing private ice plant facilities in
Kuantan is 170 tons per day and it sufficiently fﬁlfills the
current demand. It is believed that with future increase in fishing
boats, the demand for ice will grow. However, this issue will be

left to private investors to resolve.

d) Fish storage, processing, and transport
The production volume of fish balls and fish craékeps in’
Pahang state is small and is still a cottage industry. A plant
will be constructed for frozen fish products (surumi, fish Balls}
in order to promote export and high quality products.
Product: - = Surumi, fish balls

Raw materials: Threadfin bream (some roundscads)

The details and the feasibility of this plan are given in Appendix
7.4, '

7.2.3 Model Areain Johor State
(1) Concentration of Fish Landing to the Complex
a) Endau 7
This area has developéd as a base for offshore fisheries due to’

its close proximity to large city consumption areas such as Johor Bahrﬁ '
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and Singapore. The private jetties is currently over-crowded with
fishing boats and it is difficult for them to accommodate the large
fishing boats which will increase with future development of offshore
fisheries. The present complex is old, its capacity is small, and it

is impossible to expand the facility due to unavailable land space.

- Therefore, it is necessary to transfer to the vicinity and expand the

b)

e)

(2)

1)

complex in order to accommodate the increased number of fishing boats.
It is estimated that the anticipated increased production volume will
cover a portion of the construction costs {(Appendix 7.2). However, it
is vital thal measures are taken to make the complex more attractive to
fishermen by introducing a credii system, and sorting fish on board the

boat before arrival at the complex, ete.

Mersing

Mersing will remain largely as a base for small and medium fishing

boats; and the number of fishing boats is not expected to increase

overall due to the narrow width of the river and the shallow river
mouth. Tt will be difficult to transfer all the fishing boats
utilizing the private jetties to the complex, since there is very small
space to expand or no suitable location to transfer to. Therefore, in
order to increase use of current complex facilities, it is necessary to
make the complex more attractive to fishermen by introducing a credit
system, and sorting fish on board the boat before arrival at the

complex, ete.

Kuala Sedili

This complex is mainly utilized by small and medium fishing boats.
Although its facilities are adequate to accommodate all the fishing
boats in that area {river), it is necessary to make the complex more
attractive to fishermen by introducing a credit system, and sorting
fish on board the boat before arrival at the complex, ete. in order to
transfer and concentrate the fishing boats utilizing the private

jetties to the complex.
Fish Mafketing Facilities, their Operation and Management

Facilities.

a) Fish landing stage

- To implement sorting and grading of fish on board the fishing

boat, before entry ihto the port.
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- To enlarge the fueling pump
-~ Fish landing and supply Jjetties
Endau: Expand the jetty and install cranes
Mersing: Expand the jetty and -install cranes. ~ Although there is
a little room to physically expand the jetty, fishing
boats which cannot be accommodated at the complex will
utilize the private jetty. ‘
Kuala Sedili: There is no need to expand the jetty. However an

access jetty will be built and cranes installed.

- Anchorage for fishing boats
Endau: Secure and provide anchorage for inereasing large
fishing boats
Mersing: No changes are necessary.

Kuala Sedili: No changes are necessary.

b) . Production area wholesale market
- Fork-1ifts for the loading and unloading
Endau: Fork lifts will be installed.

~ Auction halls :
Endau: Construct steel concrete one story building
Mersing: Expand steel concrete one story building

Kuala Sedili: There is no need to expand.

- Secondary facilities
Endau: Administrative office, canteen, traders office, public
toilet, guardhouse, electiric, water, and sewage_
facilities, o0il tank and oil supply facilities

Mersing: Increase auction halls

- Ice plant facilities
The capacity of the existing ice plant in east Johor state is
186 tons per day and it is sufficient td fulfill thé ice demand of
the model area. Iﬁ future, with an increase in.the ﬁumber_of large
fishing boats engaged in offshore fishing equipped with ' '
refrigeration facilities, the demand in ice at the marketing stage
is expected to grow. However, this will bhe resolved by tﬁe.private

sector.
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¢) Fish storage, processing, and transport

The Endau complex will be utilized not only as a production
base for offshore fisheries, but will be given the function of a
marketing and procéssing complex. In addition to modernizing the
existing, private processing plant (freezing, ground fish), a new
freezing/processing plant (for export purposes) and ground fish
processing'plant (surumi for export and fish balls for domestic
consumption) will be constructed. Terminal for trucks wiil be
introduced so that the complex can also function as a collection

centre for marketing and transport.

Freezing/processing

Product: frozen squid

Production capacity: about 5 tons/16 hours

Ground fish processing

Product: surumi, fish bhalls
Production capacity: about 2 tons per day
The details and feasibility of the aforementioned processing

plants are given in Appendices 7.3 and 7.4,

2) Operation of facilities _
A part of facility operations will be gradually transferred from

LKIM management to local government bodies and AFAs.
{3) Quality :Control
The following alternatives have been considered to maintain low

temperature control of the fish catch on small fishing boats engaged in

coastal fisheries.

Alternative_l : To increase the volume of ice used
Alternative 2 : To introduce small refrigeration equipment
Alternative 3 : To promote the use of cheap insulation boxes

{4) Marketing Structure

If the Johor Bahru Wholesale Market is transferred and expanded
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(5)

1)

{according Lo city authorities), problems in allocation of functions

will no longer exist, therefore no new proposals are given.
Fishermen Associations

Improvement, of eiisting business activities _

The economic condition of the AFAs in Johor state, with the
exception of the Fndau AFA, is not good. Economic activities are still
limited. 'Therefore, the first objective is to stimulaie economic
activities by introducing new business enterprises such as the sale of

fish, ice, ete. to the AFA’s which have not begun such activities yet.

Moreover, it is necessary for the AFA and its members to sign a
contract on the sale of members® fish catch. The structure of the fish

auction should be strengthened for locally consumed fish.

a} SFA Activities

It is recommended that new market outlets such as public
institutions (schools, hoépitals, prisons, etc.)}, ciiy area,
restaurants at tourist resort are developed. Since Johor Bahru is a
big city and tourist spot, it is advantageous for SFA to manage

restaurants.

Investment capital will be shared by both the SFA and the AFA; the
AFA will operate the enterprise and individual AFAs will distribute and
supply the raw materials which will be another source of revenue for
the AFA.

b} AFA Activities

- It is anticipated that fishing operations by AFA using large boats
will be effective in improving the financial base of the
association due to'good fishing grounds in the East Johor area.
The capital for buiiding fishing boats will be divided among the
NFA, SFA, and AFA, subsidized by goverﬁment funds, or financed by
BPM,

- In addition, the possibility 6f-purchasing daily comnodities and

fishing gear through the NFA/SFA by AFA should be introduced in

consideration of the needs of the members.
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7.3 Model Areain Sarawak and Sabah States

7.3.1 Model Area in Sarawak State
(1) Concentration of Fish Landing to the Complex

In future a shortage in fish supply is anticipated on the west
coast of Peninsular Malaysia an development of highly potential
. offshore fishing grounds in Sarawak is expected to fulfill this
shortage. ‘It is desirable that large fishing boats expand their use of
Bintawa as one of the fish supply base for Peninsular Malaysia.
However, its fish landing facilities are adequate and no expansion is

necessary (Table 4.8.4).
(2) Pacilities and its Operation

1) Fish marketing facilities
a) Fish landing stage
- To implement systematized sorting of fish on board the fishing

boat before entry into the port

b) Production area wholesale market
- To expand auction hall
steel concrete one story building
The area of the auction halls is limited. Of the total fish
landing volume of 32,700 tons, 25,000 tons can be handled at the
hall. The remaining 7,700 tons will be direclly sent to the

processing plant behind the complex,

- Ice plant
The total daily production ﬁolume of the LKIM ice plant and
the private ice plant in Kuching is 100 tons. This volume
satisfies current demand. In future the number of large fishing
boats engaged in offshore fisheries, equipped with refrigeration
facilities are expected to increase and demand in ice at the
marketing stage is expected to grow. This issue will be left to

the private sector to resolve.
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¢) Storage, processing, and transport of fish
-~ Fish processing facilities
A freezing/processing plant is necessary for this complex to

function as a supply base of fish from Saraﬁak to Peninsular
Malaysia, However, this is financially viable only in the case of
high grade fish. A shortage of fish on Peninsular Malaysia is
expected in the future and when the fish price of ordinary fish
rises, the installation of a freezing/processing plant for ordinary
fish may be feasible at that time.. Hence a freezing and processing
plant, for high grade fish will ‘be installed first and expanded in
future for ordinary fish (Appendix 7.5).

- Long distance transport system of fish
In order to transport fish to Peninsular Malaysia and
Singapore, an increase in cold storage containers and upgrading

transport ability of cargo ships should be planned.
{2) Operation of the Facilities

A part of facility operation will be gradually transferred from

LKIM management to local government bodies and FAs.
(3) Quality Control

Due to inadequate temperature control and handling of fish after
catching, deterioration in quality is especially conspicuous. The
following alternatives have been given: '

Alternative 1 ¢ To provide education and guidance on fish

handling from catch to the market.

Alternative 2 : To increase the volume of the ice used.
(4) Marketing Structure

The Bintawa LKIM complex is-a production area market. It is
necessary Lo enlarge its functions in conjunction with future increased

outflow volume from the state.

The consumption area wholesale market in Kuching is operating in
the vicinity of both the new and old retail market and it is not

necessary to create a consumption wholesale market.

~286-



(5)

1)

2)

Si

4)

5)

6)

Fishermen Association

The ‘SFA and the AFA have been established in Sarawak state;
however, they are not active. There is a SFA in the model area of
Kuching, but no AFA. Consequently, the SFA will take the lead in

promoting economic activities for the present time.

Expansion of SFA economic activities

An important new activity for the SFA in Sarawak is to offer
economic guidance and to share in capital investment of ATFA activities

within the state.

New markets will bé developed in major Citieé, tourist areas, and
restaurants. In particular, Kuching, the capital of Sarawak, has many
tourists. Managing restaurants in tourist areas will generate stable

revenue for the SFA.

Within the model area, the SFA is currently in charge of supplying fish
to public institutions. However, AFA should supply fish to SFA in

order to help improve their own financial condition.

The SFA should manage fish processing in viewpoint of effective
collection of raw materials. A contract should be signed with the AFA

to supply the SFA with raw material, thereby contributing to

improvements in their financial condition.

In addition, daily commodities and fishing gear will be purchased
through the NFA/SFA by AFA. However, purchases will be carried out in

consideration of their members’ needs.

Improvement of AFA business activities

At present,_the AFA is not active; theréfore, the focus will be

shifted on reinforcing the use of the complex by large fishing boats.

A major part of the strategy will be to improve fishermen income rather

than to improve AFA fish marketing.
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7.3.2 Model Area in Sabah Siate
(1) Fish Marketing Facilities, its operation and management

1) KO-NELAYAN complex
a} Lahad Daiu
- Increasing ice plant facilities
There is a shortage of ice in Lahad Daltu. However, there is

an ice plant at each location in Semporna, Tawau and Kunak and
especially Tawau -has surplus iece. In studying the supply and
demand of ice of these four areas, a balance is maintained at
present,. The shortage of ice in Lahad Datu can be met from Tawau.

The details are given in Appendix 7.6.

- Effective use of unused facilities (freezer/refrigerator)

The supply of raw materials for freezing/processing 1s not
sufficient. Furthermore, since there is a similar processing plant
at both Semporna and Tawau, there is competition to secure raw
materials and it is difficult to operate the facilities at a
profit. Therefore, the unused facilities will transferred to the
SAFMA plant in Labuan Tsland or the new méfket centres in other

areas.

- Operation of the facilities
Management of the facilities will be transferred to regional
autonomous bodies or the fishermen asscociations to promote

privatization.

b) Keninngau
The deterioration in fish product quality is conspicuous at
the retail markets and it is necessary to increase the volume of
ice used. Therefore, it is possible to utilize the unused
refrigerator for ice storage. It is also possible to move these
facilities to a new marketing centre in other areas since_Keninmgau

is not functioning as a fish marketing centre.

2) KO-NELAYAN subsidiaries
a) SAFMA Kota Kinabalu o
A future shortage of fish will become acute in Sabah state

and in order to overcome this problem, it should function as an
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b)

offshore fishing base and accommodate as many fishing boats as
possible including fishing boats which are not contracted with
SAFMA. The facility must also take on the function of a production
area wholesale market. The SAFMA complex is now utilized only by
the fishing boats which contracted with SAFMA for fish sales, and
other fishing boats are landing their catches in neighboring wharf.
By designating this complex as a production area wholesale market
through promoting these fishing boats to use the complex, it will
be possible to have SAFMA facilities function as a public facility.
The following alternatives have been presented for these purposes.
Alternative 1: SAFMA will continue to process fish for export. The
facilities will bé opened to traders or AFA for fresh
fish for domestic market . SAFMA will be involved
only in managemenlt of the facility and will collect

commission fees for the use of the facilities.

Alternative 2: SAFMA will not participate any fish marketing and
lease or transfer the facilities to private sector
(fishermen or fish trader). SAFMA will only

supervise or manage the complex

SAFMA Labuan
In comparing SAFMA Labuan with SAFMA Kota Kinabalu, the Labuan
complex is geographically at a disadvantage as a fishing base for

supplying fish to Sabah state.

The total fish landing volume in 1989 was 7,300 tons and of this
volume 80 percent was landed by medium and large fishing boats
engagad in offshore fishing at Labuan (both contracted and
uncontracted boats). Much of this volume was exported to Singapore,
Bruﬁei and Japan. The major fish species were shrimp, squid, spanish
mackerél, tuna. Whereas the small fishing boats landed their fish
catch at the wharf in front of the retailers market. Much of this
fish catch was exported to Brunei in small cargo ships. The fish

landing volume has increased over the past few years and during the

‘peak fishing season, there is an oversupply of fresh fish which is

sold as raw material for fish meal. The freezing and refrigeration
facilities of SAFMA are old and are not functioning effectively for
processing and storage of export fish and should be renovated

immediately,
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(3)

c)

.The follewing alternatives have been'given for management of the

facilities after renovation of freezing, cold storage, and fish

landing facilities.

Alternative 13

Alternative 2:

SAFTMA will manage all the facilities and will carry
out handling, processing, and export of fish as it

has in the past., A fee will be collected for the use

. of fish landing facilities, and commissions from the

private sector (fishermen or traders) for use of
freezer and cold storage facilities will be taken and

processing and storage will be carried out by SAFMA.

SAFMA will not interfere in fish handling. The
facilities will be leased to the private sector
(fishermen or traders) and will conduct only

management and supervision of the complex.

ANGKASA and KO-NELAYAN complexes in Kudat
The quality of the fish landed at the ANGKASA and KO-NELAYAN

complexes is very good. Therefore ‘the freezing/processing of

threadfin bream and spanish mackerel will be developed for export to

Singapore and Australia. Unused facilities will be utilized through

these activities.

Quality Control

1} Kota Kinabalu:

Temperature contrel of fish harvested is good.

2) Keninngau: It is necessary to increase the volume of ice used, as

(4)

deterioration in quality is conspicuous since a long period of time has

elapsed after arrival at the retail market.

Marketing Structure

There are no wholesale markets in both the consumption and

production areas.

In Kota Kinabalu, fish trénsaétions which are held

-in a vacant lot near the small retail market fulfills both functipns

(of wholesale market). When landing volume increases through the

development of offshore fishery in fﬁture, construction of wholesale

market will be required.  The wholesale markets in the -interior area

-300~-



are not needed. Fish is fairly distributed due to the strong influence
of the wholesaier who handles the fish after landing. With the
exception of exported fish, there is almost no fish flow transacted
between Kote Kinabalu (on the South China Sea of the mountain range)
and Sandakan (on the Sulu and Celebes Seas). Sabah does not need to

establish consumption area markets.
(5) Fishermen Associations

There is no AFA in Sabah state at present. However, there are
currently plans to establish AFA under the guidance of KO-NELAYAN. It
is desirable that FA is established incorporating the FA experience and

system in Peninsular Malaysia.

7.4 The Wholesale Market in Consumption Area/Import Point

With the exception of the two distributioh points, all other
consumption wholesale markets and other fish distribution points have heen
developed or are in the planning stage for new facilities or to be

transferred. There are no problems..

7.5 Alternatives for Fish Quality Control System

Currently, tests on fish are very rarely conducted, and about only one
percent of.the cooked and peeled praﬁn earmarked for export is tested.
Although Malaysia has established domestic testing standafds for fish, they
are never enforced due to lack of inspection system. This is due to the
fact that the testing agency and the agency which issues approval are not
incorporated into one body and the awareness for high quality domestic fish

is low.

Furthermore, the LKIM which is responsible for issuing import/export
licenses rely on other agency to check the quality and sanitary condition of

fish and is unable conduct édequate inspection itself.

In future, in order to expand fish export volume, establishment of an
inspection system which guarantees high quality and hygienic standards is

desirable, Furthermore, it is necessary to conduct an inspection at the

-301-



import and marketing points to promote quality domestic producls.

For the purpose of the abo#e, it“is necassary tﬂat the agency
responsible for issuing licenses shbuld have an inspéction center and
related fishery research centfes should be reinforced. In order to
accomplish this, an inspection centre should be established or the existing

facility upgraded at the following places.

As marketing centre, Peninsular Malaysia:

Kuala Lumpur wholesale market and Johor Bahru wholesale market
As import point, Peninsular Malaysia: Bukit Kayu Hitam, Pengkalan Kubor
As'export point, Peninsular Malaysia: Penang port
As'marketing centre, Sarawak: Kuching LKIM state office
As export/marketing centre, Sabah: Kota Kinabalu and DOF testing centre
The headguarters for these inspection centres will be established in
Kuala Lumpur. The functions of the inspection centres for either long-term
or short-term maintenance are as follows:
(1) Functions at the Time of Establishment
- Inspection to determine if the product will pass export and domestic
standards
— Inspection at import points
- Monitoring domestic product quality
- Inspection to see if issuance should be withdrawn
{2) Functions for the long-term
~ Training in processing technology and management control of
processing

~ Research and development of hew-products

- Environmental research and countermeasures on fishing grounds
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The following functions should be established at each site

1} Headquarters (Kuala Lumpur)

It will be a quality control information centre.

2) Central inspection centre (Kuala Lumpur)
It will have the capacity to conduct quality control, and chemical

tests for Peninsular Malaysia and Sarawak
3} Regional centres (Bukit Kayu Hitam, Penang port, Pengkalan Kubor, and
Johor Bahru)
These regional centres will have the capacity to conduct
bacteriological tests and quality control test.
4) Sarawak inspection centre (Kuching)
This ecentre will conduct bacteriological tests, quality control test,
and chemical tests.
5} Sabah inspection centre {Kota Kinabalu)
This centre will conduct bacteriological tests, quality control
tests, and chemical tests.

{3) Inspection Items

1) Pood additive: anti-oxidizer, coloring, emulsifier, preservatives,

spices
2} Toxic residues: pesticides, pollutants, natural poisons

3) Sanitary standards: MAB, Coliform, Vibrio, ete.
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8. CONCLUSION AND RECOMMENDATION

Considering.ﬁhe improvement .of the fish marketing system of Malaysia
in the production and consumption stages, as a rule in the consumption
areas, the fish marketing should be left to the private sector and local
autheorities, while in the production areas the public agencies should

concentrate their efforts on FMDS improvement.

In particular, public agencies. such as LKIM, KO-NELAYAN should place
priority on imprbvements in the areas surrounding the South China Sea and
should carry out renovations to build up the area as a fish distribution
base, reinforce the economic and credit operations of the AFA, and
encourage eventual privatization and localization of the distribution

operations in this region.

Consequently, the role of public agencies is to support.the
privatization and localization of the operations. They will remain only in
the capacity as the main office and will gradually withdraw from management

of the complexes at the site and at local levels.

In order to strengthen economic and credit activities of AFA, a strong
. support system by public agencies such as LKIM, BPM, and regional
governments must be established. Simultaneously, it is essential that a
fish distribution system suited to both the AFA and the consumption area
wholesalers with access to information of both sides, is set up through

intermittent talks with the wholesalers who will be purchasing the fish,

In particular, if future possibilities of a shortage in fish supply is
overlookéd, as shown in the study of the east coast of Johor state, it is
possible that fishermen will be ﬁlaced in a more advantageous position than
the fish distributors due to sellers’ market. It is with this possibility
in mind, that talks with the wholesalers on the active participation of
fishermen in the FMDS is proposed. Through this dialogue, information
which will be’exchanged by'both parties should be confirmed. For this
purpose, anexperimental pilol project should be created and carried out to

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
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project of FMDS improvement for reasons given below.

1) It faces the South China Sea which has high development potential of

2)

3)

4)

5)

fish resources.

Competition between the public complexes and private jetties in fish
tandings and supply of diesel oil and ice is conspicuous. Therefore,
it is an ideal site to develop methods of concentrating the functions
of fish landing in the model area and increase the utilization rate of

the public complex.

Johor Bahru, the consumption area wholesale market for domestie fish,
is located nearby. .Furthermore, Singapore, an export market as well
as the transfer point for fish export to other foreign countries, is
also located in the vicinity.. Moreover, there are no access '
impediments to the large consumption area markets in Kuala Lumpur and
the west coast of Peninsular Malaysia. Therefore, it is an ideal site
to renovate into an integrated fish marketing base {(with all the
functions necessary for expahded fishing operations, efficiency,

quality control, storage,'processing, transport, etc.}.

Conditions advantageous for fishermen can be seen here and credit ties
to the wholesalers are relatively mild. ' Consequently, in addition to
reinforcing AFA credit activities, it will be easier to institute AFA

consignment and sales of fishermen’s cateh,

There is no impediment to maintaining close communications with the
headquarters of government institutions affiliated with fish |
distribution such as MOA, DOF, LKIM, BPM, etc., located in Kuala
Lumpur. The various methods in operation, maintenance, and management
of a distribution facility which will evoive from this pilot project,

can be diffused easily to other model areas from this site.

The facilities of thé pilot project will include the LKIM complex in

Endau in east Johor state to be relocated to a suitable site-in the.

vicinity and expanded. An experimental plant with freezing, refrigeration,

processing, and quality control functions will be installed as a model for

the fish distribution processing base which will bé set’ up at.thé three

complexes; Endau, Mersing, and Kuala Sedili. In addition to this, a fish

distribution and processing complex with the objective of developing'the
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fish export market, will be built on a commercial basis in the back-up

provided by the state government.

Technology transfer from abroad will include dispatch of foreign
experts and participation of Malaysian personnel abroad in comprehensive
training programmes. Experts and training programmes will be in the areas
of fishing operdtion, management of fishing ports, operation of fishermen
cooperatives, quality contrgl, 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 alt an early date.
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I1.

INTRODUCTION

In response te the request of the Government of Malaysia,
the OGovernment of Japan has decided to conduct the Study on
Fish Marketing and Distribution System (hereinafter referred
to as “the Study"), and in accordance with the relevant laws
and regulations inforce in  Japan, the Japan International
Cooperation Agency {(hereinafter re{érred to as "JICA™), the
aofficial agency rvesponsible for  the implementation of the
technical cooperation programmes of the GSovernment of Japan,
will wundertake the Study, in close cooperation with the

authorities of Malaysia.

The present document sets Fforth the Scope of WHork with

regard to the Study.

DRJECTIVE OF THE STUDY

The objective of the study is to provide alternative plans
for achieving an efficient Marketing Ristribution System and

thereby upgrading returns to fishermen.

The study will:

1. Review - the existing fish  marketing and
distribution .netunrk system {(hereinafter referred
to as "FMDS“) nationwide taking into account the

~ following factqrs:—
- tu_upgrade the income of fishermen
-~ to - utilize. tha  fish landing complexes
effectively

- to minimize the post harvest Josses
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2. Identify constraints to improve FHDS,

3. Formulate alternative plans to improve FMDS.

IT1. BCOPE OF THE STUDY

The study area shall cover the whole of Malaysia.

Tha study should be conducted in the %6110Hingrstagesz
{1} Review Stage

(2} Identification. Stage

(3) Field Survey Stage

(4) Assessment Stage

(3 Formulation Stage

The detailed scope of the work at the respective stages are
itemized as follows:
1. Review Stagé
(1) Review of the existing data and Malaysian policy
and social, economic and financial situations
{(2) Revien of. existing data and information including
past projects and studies related to FMDS
(3) Supplementary survey +to collect additional data

and information lacking in (1) and (2) above.

2. JYdentification Stage
(1) Identification of constraints to improve FHMDS
(2} Characterization and selection of model areas

{3} Preparation of indepth field survey programme

#s
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{4y

Model areas confirmation

Signing of the Minutes of Meeting between JICA and
the Goveﬁnmehtl of Hélaysia which will include the
model areas and a tentative detailed implementing

schedule of the field survey stage,

Field Survey Stage

Based upon the results of +the Identification Stage,

following field Ssurvey "will  be conducted in  the

selected areas.

(1)

For Functional (facility) factors of FMDS in terms

Origin/Distination Survey including method and
roukte of fish transportation

Szasonal fluctuation of catch/supply

Quality control

Processing

FPattern of consumption’

Facilities for different level of FHMDS namely from
landing to retail 1level ‘which includse landing
sites, whelesale markg&é and retail markets.

Import and export.

For management and “institutional factors of FMDS

in terms of:-
Marketing structure including trading operations

Income digstribution between fishermen and

intermediarities

oA 5
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- Role of intermediarities

- Role . of Fishermen’'s Assbciation/Fishermen's
Cooperative

- Drganization coﬁcerning FMDS

- Laws and Regulations concerning FHDS

- Financial system
fAfssessment Stage

Based wupon the data and information collected at the

above Stages, especially +those coliected at Field

Survey Stage, existing FMDS will be assegsed in terms

of:—

(1) Analysis of existing FMDS

(2) Assesssent o+ existing FHDS  taking into account
ftollowing factors:—

- Constraints to improve FHDS

- Futurs projection of =upply and demand

- Japansse FMDS development expérien:e
Formulation Stage

Based upon conprehensive analysis of the results of the

above-mantioned Stages,; alternative plans to improve

FMDS will be formulated.

(1) Alternative plan to idimprove FHDS at national
ievel, which will be Dptioﬁs toward government

policy taking into account following factors:-—

A



Iv.

- Appropriate structure and Ffunction:of management
body of FHMDS

~  Establishment. -and/or improvement of institutional
supporting system

{Z2) Alternative plan to removz functional (facility)
and other constraints at model areas taking into
acrount following factors:

— Preliminary lay—-out plan of FrDS

- Cost estimation of the components

- Cost—benefit analysis

- Implementation schedule

STURY SCHEDULE

The study will be executed in accordance with the attached

Tentative Study Schedule..

REPORT

i. JICA shall prepare and submnit the fellowing reports in

English to the Government of Malaysia.

(1) Inception Report

Thirty (23) copies within one (1) mopth from the

date of the commencemént of the Study.

{2) Frogress Report

Thirty (25) copies within five (3) months from the
date of the commencement of the Study.

3} Interim Report
Thirty (23) copies within thirteen (13} months

from the date of {he commencenent of the Study.

A-GQ
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VI,

{(4) Draft Final Report
Thirty (25) -copies within seventeen (17) months
from the date of the commencenent of the Study.
The Soverﬁmeﬂt -of HMalaysia is requested to
provide its comaents on the Draft Final Report
within one (1) moath after receipt.of the Report.
{3} Final Report
Sixty. (&0) copies within +two (2) months after
receiving. . the compents Ffrom the BGovernment of

Malaysia on the Draft Final Report.

The Study Team shall ensure that all data,
information, maps, materials and findings connected
with +the Study are kept confidential and not revealed
or  disposed off +to any third party except with the
pricr written consent of tﬂe Government of Maiaysia.
Such maps and aerial pﬁotographs are to be returned to
the Government of Halaysia immediately upon completian
of the Study. All reports when Ffinalized =and
submitted to the Government of Halaysia shall remain

the property of the Government of Halaysia.

UNDERTAKING OF THE GOVERNMENT OF MALAYSIA

To

facilitate +the smooth conduct of @ the Study, +the

Government of Halaysia shall take the following necessary .

measuresi -
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)
.

To dinform the members of the Study Team of any
existing risk in the Study area and to take any
measures deemed necessary to secure the safety of the

Study Tezm.

To secure the necessary entry peraits for the Study
Team o conduct field survey in Halaysia and exempt

them from consul ar fees.

To exempt the members of the Study Team from taxes and
duties, as normally accorded wider the provision of
Malaysian General Circular No. 1 of 1979, on
equipment, machinery and Dtﬁer materials brought into

and out of Malaysia for the conduct of the Study.

To exempt thé members of the Study Team from Malaysian
income tax on their official emcluments in respect of
their period of assignment in Malaysia in connectiﬁn
with +the conduct of the Study, but the Government of
Malaysia shall retain the right to take such
emoluments into account for the purpose of assessing

the amount to be applied to income from other sources.

To provide the necessary facilities to the Study Team
for remlttance as well as wutilization of Ffunds
introdured into Malaysia from Japan in conmection with

the conduct of the Study.
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11.

120

To secure permission for entry into private properties

or restricted areas for the conduct of the Study.

To provide the Study Team with medical services when
needed but the expenses will be chargeable to the

members of the-Study Team.

To provide the Study Team with available data, maps

and information necessary for the execution of the

Study.

To make arrangements  for the Study Team to take back
to Japan the data, maps,-materials'connected with the
Study, subject +to +the . approval of the Government of

Malaysia, in order to prepare the reports.

TD appaint countzrpart personnel to  the Study Team

during the Study Period.

Te provide the tudy Team with suitable office space

with clerical servica and necessary office equipment

in Kuala Lumpur.

To provide the Study Team with adequate means of local

transport for official travel only.
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VII.

VIII.

13. To indemnify any members of the Study Team in respect
of damages arising Ffrom any legal action against him
in relation -to -any act performed or omissions made
unde%ta?ing the Study except when the two Governments
agree that such a member is guilty of gross negligence

or wWilful misconduct.

14. To nomiﬁate the Ministry of Agriculture to act as the
main counte?part agency for the Study and the Eéopomic
Planning Unit as  the ,main coordinating body in
relation to other rélevant Sovernmental and

non—Governmental organizations.

UNDERTAKINGS OF JICA

Tn order +to conduct the Study, JICA shall +take the

following measures:

1. To dispatch, at its own expense, the Study Team to

Halaysia.

2. To pursue technology transfer to the HMalaysian

vounterpart personnel in the course of the Study.

CONSULTATION

JICA and +the Government of HMalaysia shall consult with
each other in respect of any matter that 1s not agreszd

upon in  this document and which may arise from or in

connection with Study.
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