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Chapter VI

Experience of Development of Small and Medium
Enterprises in the Food Processing Industry

1. Outline of small and medium sized enterprises in food processing

1.1 Structure of the mdustry

+ Establishments employing fewer than 300 persons dominate the food processing
~industry. The number of establishmeuts and number of employees in the

* industry are declining.

* The industry is third largest among all manufacturing sectors in terms of the
value of shlpments :

_ When viewed in terms' of the structure of the industry, one characteristic of the
~ food processing industry is that compared with others, it embraces a wide scope of

' activities ranging from those at subsistence level that operate entirely on a manual
basis to highly automated factorles A large 1iumber of these firms are subsistence-
' level operations. - :

The businesses are nearly all self contamed procuring raw materlals.

_producing, and selhng lndependently Raw materials c_onswt of 1mported and
- domestic products, and finished preducts are for export and domestic consumption.
... The food industry, more specifically food processing, can be considered as a
: health related 1ndustry, and thls fact should be emphasnzed in promoting the related
policies. When the nnportance of elevatmg or niaintaining the country’s self sufficiency
ratio in food, the level of employment in the industry, and the overall situation
regarding related mdustnes are considered the awareness has mcreased of the
© necessity for this perception as a health-related industry.

Of the final amount of consumer outlays for food and beverages, 70% relate to
_ food mdustues (food processmg costs distribution costs, services at food & beverage

establlshments) T ‘ '

. a. Number of establishmente and rvol*kers, and value of product-e shipped

The food mdustry, hke other busmesses, started mostly from seratch out of the
ruins y of war. But because of the fundamental 1mportance of food, it made a more
rapid recoVery than other industries. As a result, the production level of the entire
mdustry began to take off i in the 19503 and food processmg commenced a penod of
extended growth. .~ ' : :

S Subsequently, _whlle other mdustr]es were growmg, the number of food
'processmg estabhshments fell from 102,000 in 1963 to 65, 000 by 1997, a 36 percent -
~ drop {see Table 1- 1: MITI “’I‘a‘ole of Industry Statlstlcs" 1997 and Flgures 1- 1 to 1- 4)
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i) Cash wages

There is no significant gap between the growth in total annual cash wages of
peoplc employed in food processing and other manufaetunng mdustues but in terms
of the absolute amount, wages are conspicuously low.

- Enterprises Workers .- Wages

_ (thousand) (thousand) {million)
1963 1997 1963 1997 1963 1997
; : 4.397
Total Manufacture | 563 613 | 2,970 | 46,057 | 0.305 |4 4
Food Manufacture ‘ - . ' 2,958
Industry 88 57 | 893 | 1154 | 0204 |45

Source; MITI, “Table of Industry Statlstlcs” 1997
. ii) Composition of major industries‘ shipments of ma_nufactu'l-‘ed products

At present the number of businesses, number of workers and value of products
;- shipped by food processihg industries account for épproximately 11 percent of the total
of all manufacturing industries. The amount of this shipped value is far greater than
that of chemical or textile products and is third behind the amounts for the electric
machmery and transport machmery mdustrles f EE

Electric mecha'nical c 0 187%
Transportation - o 147%
machine - . R
Foods &beverages - - 10.9%

Source: MI'I‘I "Table of Industry Stat;stlcs 1997

| Table 1-1 Chﬁﬁée in the Siz_é of the Food_ Processiﬁg Iﬁduétf{y

" Ne.of (.| .- No. of | Valueofgoods | Shipments per | Shipments pér Employees per

© Year establishments gmployees shipped eslablishr_pe_nl emplm (] estabﬁs_hment
= o (¥ mil) - | (¥ mil) (¢ mil) o

1955 97,000 { - 703,000 | 1,284,000 .1324 | 188 o 725
1960 - | 101,000 919,000 { 2,036,000 | . 20.16 222 | - 910

19656 * | - 96,000 } 1,113,000 { 4,447,000 | - 4632 - | 400 | - 1159
1970 - 91,000 | 1,140,000 | 7,891,000 | = 86.71 - 892 | - 1253
1976 88,000 | 1,172,000 |16,828,000 | - 191.23 1436 | . 13.32
1980 83,000 | 1,166,000 |24,458,000 | - 294.67 2116 '} 1393
1985 80,000 | 1,218,000 |30,076,000 |  375.95 | . 2469 | . 1523 -

- 1990 - 76,000 | 1,277,000 {34,974,000 | . 46018 .| 2739 - | .~ 16.80

' 1995 . 69,000 | 1,307,000 |35052,000 | 508.00 | 2682 .| 18.94
1907 | 65000 | 1,279,000 |35,443,000 | 54528 - | - 27.71 1 19.68

Source: MITI
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Size of the Food Processing Industry Over Time :

(1,000) Figure 1-1 No. of establishments and workers (1,000)
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iii) Number of employees per business

In Japan, food processing has been classified by the Ministry of International
Trade and Industry into food manufacturing businesses (43 categories), plus
beverages/tobacco/animal feed products industries (13 categories). Adding such
businesses as soft drink manufacturing, alcoholic beverage manufacturing (fruit wines,
beer, Japanese rice wine, distilled alcoholic beverages and blended alcoholic beverages),
tea and coflee production and food manufacturing businesses brings the number to 50.
Of these, businesses employing fewer than 30 workers account for 87.4%. Yet 67% of

“all workers in this sector are at firms that employ more than 30 workers.

There are 20,491 food manufacturing businesses of 66 categories (31.6% of the
total of 64,941 businesses) employing fewer than 4 workers number. These employ
3.6% of the total of 1,279,000 workers in this sector, which averages toonly 2.2 workers
per establishment. (see Figures 1-5 to 1-7)

Number of enterpmses and workers of food manufacturing
businesses of 50 categories

Enterprises Workers Workers/

. : i (thousand) enterprise
More than 30

workers factory 7,889 820 104
Less than 30

workers factory 55,647 433 8

Total(50 categories) 63,636 1,253 20

Source: MITI, “Table of Industry Statistics” 1997.
| b. Concentration

Concentration in terms of the vmlue of production and grouping the top five
firms in each industry gives the following. :

This information was used to identify product sectors where SMEs are
dominant, and companies in such sectors were visited for this study. The following
- groups were identified. '
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' Figure 1-6(1) Number of establishments, by number of cmployees
per _estab]ishment, in thousands
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Figure 1-5(3) Number of estabhshments by subsector .
by scale of employment per establishment
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Flgure 1- 5(4) Number of Employees by Subsector - D
by Scale of Employment per estabhshment in thcusands
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Large industry product groups

Fish, meat, ham, sausage, chemical seasonings, sugar reﬁmng, vegetable o:ls,
wheat ﬂoul beer, others (instant noodles, potato chips, instant coffee), ete. _

La r.gean_d m ediurmn.dusttm combined product groups

Meat products, di_ar_v products, vinegar, glucose and syrup, bread, biscuits,
dried confections, starches, l‘rozen prepared products, soft drinks, etc.

M gdgg tg smal mdgstxy_plgduc_tg_g_up,s

Canning and botthng of ocean ploduce vegetable plckhng, miso, ﬁesh
. confections, bean curd ete.

1 2 Position of small and medium enterpnses in food processmg

* Food processing is an mdustry wherein giant companies can coexist with
minute companies possessmg llttle capntal - compames m both groups can be
- profitable.
» Companies were made stronger by pohcy expressed m the Law for Promotmn of
 Modernization of Small and Medium Businesses. :
* The materials used by food service establishments and in heuseholds for meals
are supplied (with few except1ons) pnmardy by smal] and medlum sme
' busmesses . o

 The food processmg mdustry has long lacked any focused measures, squeezed
as it is into a niche between what the Mlmstry of International Trade and Industry
classifies as measures for 1ndustr1es with the exceptlon of those concentrated in the
field of food processing” and what the Mmlstry of Agrlculture Forestry and Flsherles _
terms “measures upon which the agriculture and ﬁshmg mdustrles have apphed
efforts.” Consequently, it is difficult to state that effective measures in support of the
mdustry up to now have produced sufﬁment results. - : : -

© Under such condltions the law for Promotlon of Modermzatmn of ‘Small and

" . Medium Size Enterpnses, aimed at formu]atmg measures for food processmg, ‘was
pxomulgated in 1963. - The stated objectlve of this law was, “To survey the conditions .

of small enterprlses based on their types, to formulate plans for their modermzatlon in
‘ accordance with those condltlons to promote modernlzatlon, and thus contrlbute to thei cL
E people s sound development.” - _ : : :
' : ' The law underwent rev1s1on in 1969 W1th the aim of maklng the law more
:_effectwe, S0 as to further promote structural 1mprovements in each respectwe sector:

“the phrase “The 1ndustry is expected to make efforts on 1ts own m1t1at1ve and take -

supplementary measures, was added

_ Out of the growing concern that large compames would use the1r capltal
- strength to dlsplace the small enterprlses n the same 1ndustry, the smaller busmesses _
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moved to modernize by efforts to boost their competitiveness or protect their markets.
Public agencies took measures to assist them. Accordingly, enterprises formed
cooperatives or groups to obtain fuuding at low or no interest from national or small
business financing corporations or from small business groups.

As a result, small businesses joined forces (or merged) and were able to
improve their internal conditions. For example, in I(agoshuna Prefecture. three
medium-sized manufacturers of soy sauce were able to procure semi-finished products
from the local miso-soy sauce cooperative, boosting efficiency while enabling them to
market specialized products. A similar case can be pointed out in Oita Prefecture; in
any case, the Kyushu-based companies developed the strengths needed to contend
agamst large manufacturers. : : o :

"At the time the above mentioned statute became law, 20 types of mdustues
includmg canning, bottling, rice wine production, etc. were classified as spemﬁc types
of businesses.” Those that afterwards achieved their objective were removed from the
list, but around 1990, six remained: industries engaged in production of rice wine; rice
0il; frozen tofu (soy bean curd); wheat flour; soy sauce; and whol_esaliog of rice grain.

- By 1995, rice oil and frozen tofu production had been dropped, and in 1996,
_ production of shochu {(neutral grain ‘spirits) had been added. All of these were
dependent on the raw material of grains for which the prices or volume of imports were
controlled by the government. The above can nonetheless be considered as good
. examples of cases in which public agencies plovrded assistance to small enterprlses

Characteristics of food processing

Both large and small scale cornpanies are e_ugaged in processing of foods, but
small companies are more numerous. - Small-scale production facilities can be
acquired at lJow cost, meaning low barrrers to entry and a large numhe1 of small firms.

The impact of agrlcultural policies is great. SR -

There are import controls, customs requrrements, price regulatrons trade
agreements and other influences especially on rice, wheat sugar and some marine
products : L -
Dependency on overseas sources of primary food products is hlgh _

_ Supply quantities and prlces of primary food products fluctuate greatly.
' Chmate and weather condltlons as well as roarket 3peculat10n mﬂuence supply and
market prices. g S o : _

, A high degree of responsrbihty is accorded to producers 'I‘hey are expected to

- provrde at least a certain degree of stability of supply, stability of price, safety, _

ﬁeshness, quahty, taste and give attention to the env1ronment of the products
Preferences vary accordmg to individual consumers reg1on and season.
There isa great vanety of foods on the market '
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1.3 Change in Food Processing in the SME Sector

The number of establishments and numbel of employees are declmmg (see
Flgmes 1-1 and 1-6)

* Domination, diversification and technological innovation are advancing.
a. Reduction in the number of firims

For the following reasons the number of firms engaged in processing is
declining. :
First, there is a short supply of funds for in\_rostment in plant and equipment.
Previously many SMEs were engaged in food processing because production facilities
were inexpensive, but changes in production technology, regulatory requirements,
greater attention to shelf life, greater attention to hygiene, and a shortage of labor that
. requires greater mvestment n automatlon have com‘olned to place small firms at a
disadvantage. - : .

Second, SMEs tend to have d:fﬁoulty in fmdmg successors to contmue famlly
businesses. : '
- Third, the combination of a shortage of funds for research and deveIOpment and
© a shortage of R&D workers have made it difficult to remain competltwe by developmg
new produects. : - _

‘Fourth, the SMES are weak in such non-price competatlon areas as dlstrlbutmn '
and advertising and promohon

b. Do_mination
Some companies that have secured dommant posntlons by being highly
_ successful with their business stlategy or afﬁllatmg wnth a larger ﬁrm enabhng them
to en]oy an advantage over nearby nvals ' :
¢. Diversification
Some firms havo been successful in sticking to their oi'igilial lino of business ‘

but there are some which have succeeded i in competltwe sntuatlons by dwersnfymg asa
means of making the firms grow. ' ' :

The strategies they have used are pnmanly (1) chvermﬁcatlon of products (2)'_ o

extension of product lines through acquisition of other firms, mergers or aﬁihatmn ;
with corporate group, and (3) entry to new fields. Regardmg product dwersxﬁcatlon
what the firms have done is to add products that they had not made in the past, or to
make new products through changes in packagmg or the form of the product, or to
start production of functlonal foods (e.g., baby food foods for elder1y people, dlet foods, -
health foods ete.) '
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d. Technological innovation

Efforts are being made to keep up with technological innovation and change by
acquiring equipment and machmely that enable work efficiency and product quality to
be nnploved _ S :

_ Technological innovation has encompassed (1) automation of production
processes, greater use of powered transport devices in plants and warehouses, and use
of conveyors, (2) acquisition of refrigerators, freezers and chilled storage facilities, and
(3) computerization.

e. Increase in production costs

~ Production costs_have risen owing to (1) higher labor costs, (2) new investments
in plant and eﬁuipment 3 higher distribution costs consequent to marketing to wider
areas and sending smaller but more frequent shlpments and (4) costs of protecting the
envn'onment :

f. Diversiﬁcation of customers

R Four processes have been 1nvolved in the dwels1ﬁcatlon of CUStOIlle].S ¢))
selhng to high-volume retailers as compared to local (same area) retailers and food
service establishments, (2) supplying merchandise to local customers from a natlonal
" nefwork of wholesalers (3) supply of merchandise to box lunch companies,
institutional meal service compames (schools, hospitals, welfare institutions, etc.), and
{4) formmg aﬂ’ihatwns w1th the very large retailers (chains), distrlbutors and food
. service busmesses :

l 1.4 Thsrﬂole of Food Process_ing in the SME_ Sect_dr'

* Functional foods --- convenient to prepare {or not needing preparation), easy to
eat and improved in safety and hygiene are being developed and sold.
+ Jobs are being created in local communities, '

'I‘radltlonal processing technology contmues to be used. -

_ The food processing industry is made up of producers and suppliers of
' agrlcultural and marine or aquatlc foods, wholesale and retall distributors, and the
food serwce mdustry '

The range of food processmg is extremely wide, sPanmng micro-level act1v1t1es
(small scale operatlons serving a limited, local market) and macro-level actlvntles

b (especlally core a_ctmtles relat_ed to the nation's staple food and 1elated policy).

At the outset the food processmg mdustry used local products and sold to local

' ':markets This type of business still exists, and as a small economic unit is
' nevertheless vital to local economies and commumtles These firms also have the

K functlon of preservmg (and developmg) tradltlonal processmg technology, contrlbutmg
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to the economy and creating jobs in the local communities where they are based.

There is great value to having the ability to promote creation of easily-formed
local food processing enterprises through efforts to énéourage the economic
developmen_t of a specific region or district, such as by the "one-village, one-product"”
movement,  In Japan there is a perennial concern for the stability of foodstuff supply
because of the high dependency on overseas sources of primary food prodﬁcts. This
concern can be reduced by making use of traditional foods and processing techniques,
often with the addition of modern technology for processing and paékaging. "In
addition, innovating technology and systems also helps reduce this concern over the
secure supply of food by making greater use of local resources and keepmg imports of
food at a acceptable level. :

As stated above, a large majority of food processing firms m Japan are SMEs,
From companies that are part of large o'rganizations and make merchandise that bears
the brand name of a large corporation, to companies that have their own band, the
products of SMEs are shipped to large and small mass-market stores, restaurants,
cafeterias, box lunch makers, coffee shops, noodle restaurants, and other food service
establishments, as well as schools, hospitals, private homes and others. - The
processed food industry thus facilitates the supply of food and convenience to the

' people of the natwn while also havmg roles of providing safe, hygleme foods.

1.6 Indusinal parks for food processmg ftrms »

~ Since the mid- SlthES local governments and other agencies have created

industrial parks as methods of attractmg mdustry and creatmg ]ob whxle
contributing to greater efficiency in the small business sector.

* The example of a marine products park has been selected as being vaiuable for

consideration in connection with developing countries’ development efforts.
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Figufe 1-9 Food Expeﬁditure per Capita per Month
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(1) Background up to formation of food processors' industrial parks
i ) Reason for making industrial pai_‘ks

In September, 1970, the Ministry of Agriculture, Forestry and Fisheries
(MAFF) compiled guidelines for the creation of industrial parks specifically for firms in
the processed food business, with the objective of fostering adoption of integrated
production schemes, while also promoting modernization and rationalization in the
sector. Emphasis was placed on securing processing bases that would help improvc the
security of food suppiy, by Iocatmg the mdush lal p'lrks near ports of entry for majm 7
foodstuffs ' :

In December of that yéar a lav} was passed to cbhti‘ol the"pollution' of water
resources and national standards and penaltles were estabhshed for the quality of
water discharged from industrial or commercial estabhshments Subsequently, food .
processors’ industrial parks were establlshed in many parts of the country. ‘The
industrial parks were prowded with common use facﬂltles for treatment of waste -
water as well as step- down power transformer fac;htles bmlers water supply systems,
waste treatment facnhtles, pier side facnhtles gram sdos fire preventmn systems and '
facilitics, gas supphr facilities and the hke In all cases, the companles in the mdustrlai
parks benefited economically from lower costs for larger volumes :

i) N_L_um_ber of firms in the industrial par_ks )

At most industriél parks th.é riumber'bf ﬁlms fan'g“es from ﬁvé to fifteen. At
times, the original intentions of firms could not be reahzed and subdwmlons in some

industrial parks were left unsold after the opening. - There are at present 32

mdustnal parks where there are vacancies. Part of the reason for this is the surge in
construction of such industrial parks durmg the past ten years, 1t is ev;dent that there :
is an ovelsupply ' :
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Objectives Behind Foundmg of Food Processor Industrial Parks,

1964-1998
No. of
Objective ' Industrial

. ‘ Lo parks
Mass relocation of firims as an environmental measure 29
combined with promotion of SMEs
Environmental measure combined with desire for 25
consolidation in marine food product processing o
Promotion of local industry and the local economy 24
(through job ereation)
Improvement of fishing ports combined with strategic T
relocation adjustment of processing an distribution of
marine food products '
Processing base for main food grains {and feed grains) -7
combined with port 1mprovement '
Other : _ _ 21
Total ' ' : B 111

Source: MAFF, I‘ood Processmg Industrlal Park Survey Report, 1998.°
(2) Support measures (individual cbnipanies; industria] parks)

_ Planning stage: Help in identifying a location, the category (ies) of 'indu'stry to
be in the park, decide on the scale of the undertakmg, ete. As_sist_ance for formation of
_ an organization of park companies. ' -

Ww Help has been provided by issuing of local

government bonds to obtain a site

* Joint-use boiler/steam facilities and waste water treatment facilities; These
have been built at local government expenses in some instances. - Central goverh_ment
Sl!.bSldlES are available for this. ' o o '

_ __n_s_u;j_ng_t_he_'gdgg_tﬁLpaxk as a gg.g‘ attr agﬁ'gn. » Itis irnp.ortaht to offer
_ an incentive available only at the park. This may be supply of trade mformatmn
~ technical information, guldance concemmg HACCP, ete.

' (3 Typés of Industlfial_ Parks' :

- MAFF classifies industrial parks as described below. - The “General Industrial
* Parks” are primarily occupled by blg business, and there are only seven in the ‘Others”

category. ‘Below, thls report concentrates on mdustrlal parks for processors of sea-

foods. ‘

_ : For most of the industrial parks there is a utilities com'pahy that su;ﬁplies .
power bonler faCllltIEb, water supply, and water dramage to all ﬁll’l’lS in the mdustrnl
- park ' A
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i ) General Industrial Parks (68 in number)

Of these there are two subtypes, “Integrated Production” and “Hybrid”.

The In eglated Production _industrial parks (five in_nun mber) are planned for
use by primary and secondary processors of raw materials that are unloaded from
seagomg or coastal vessels arriving at ports from foreign or domestic ports of shipment.
In addmon these parks are used by companies that process waste from those
companies to preduce feed. These industrial parks tend to be large and be occupied
by compames associated with large firms.

The Hybrid industrial parks (63) combine production facilities opelated Ly both
laxge and small companies that are for the most part not linked by equity ownershlp
relations or long-term transaction records. In the same industrial park of this kind
we can find beer brewers, candy makers, coffee roasters, soup makers and other types
of food processors. - ' '

ii ) The Seafood industrial parks (36)
These are limited to companies pi'osessing marine materials,
iii) Others (7)

These are all industrial parks of like sompa'nies, such ss feed (five industrial
- parks), candy (one), and mushrooms (one). '

- (4) Results of fofmafion of food brocessing industrial ps.rks

In compliance with official pohcy to promote overall 3mpr0vement of the
nation's small businesses, many local governments have asmsted the creation of
industrial parks as a means to modernize and ratlonahze small busmesses, and have
promoted joint ownership and use of utility facilities. These local governments have
- also provided subsidies for land achIlSlthll “and preferentlal financing for factory '
eqmpment renewal and expansion. Through these measures, con51derable support
has been provided to compames in the food processing busmess -

[} .
. The result of promotmg relocatlon of ﬁrms to these industrial parks has been
that modernization of the food processing industry, its ratmnahzatmn and promotion
of local or 1egwnal economles has been largely successful

As examples of suUCCess achleved at Seafood Industrlal parks the followmg
1nd1v1dual 1esults are worth attention, =

- 1) Major Result.': Modernization 'and Rationeliza.tion

l;gducngnﬁarea , : :
* Renewal of equ]pment on occasion of relocatmg in the mdustr:al park ralsed
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productivity.

+ Relocation made it possnble to exploit ealller experience and adopt a factory layout
that of itself increased productivity. '

* Relocation provided optimum timing for an increase in production output.

* Efficiency was improved by becoming _ablé to keep raw materials and products
required for one or two days in storage, thus improving inventory management.

Qual

« The new factory had xmploved sanitation and hyglene compared to the old one, so
product quality and efficiency could be 1mproved : : '

* The industrial park was furnished with large, modern freezers for raw materials
and produets; quality maintenance was lmproved and this made it possible to obtain
better quahty and efﬁc;ency

nv:ronmentq! consld(}mﬂons : :
Prevmusly each company operated its own, small bmler but at the mdustuql park a
- smgle large bmler served all. * This reduced gaseous emissions.
. Operatmn of joint waste water treatment facilities reduced operatmg costs.
+ Because joint facilities for processing undesirable waste (e.g. animal waste with
“bloed, or malodorous waste) were built, the envuonment for residents in the area of the
1ndustr1al park was protected. '

Other B R |
+ doint health facilitics made a good impression and made it easier to hire workers.

' ii) Majo'r.Result: Promot'i‘oirl '6f the'Lot:al oi' Regio_néll Econoiny B

Because creatlon of the mdustnal park faclhtated acqulsxtlon of modern eqmpmenl:
~ and facilities for seafood processing, more fishing boats (from other home harbors)
began to brmg their catch to the port. ‘This increased turnover in the local fish-
: _market increase wharf fee income, created jobs for local truckers, and stablhzed the
_'supply of raw-materlal seafood. Purchases of fuel and food at the port by operatms of
those addltlonal vessels also contrlbuted to the local economy '

e Supportmg mdustry type firms were attracted to the area: smaB box makers and
processors of food factory Waste for example Their arnval provlded opportumties to
B sell or rent real estate, and this 1mproved the tax base ' '

More ]obs were created
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2. Examples of Successful Development of Food Processors

2.1 The Small Business Promotion Agehcies, a Public Corporation

* Industrial parks specifically for food processing companies have been helpful in
promoting SMEs. (see previous section) -

* The non-profit Small and Medium Business Plomotlon Corporatlons each have
contributed to SME development through loans for equlpment acqmsltlon and
support of subcontracting.

* The “local SME support center” concept has made such support more acces31ble

* A key current issue is how to better publicize the services available.
a. Overall public support 1neasures

The Japanese government adopted a w1de range of measures for support of the
SME sector, including the creation of mdustnal parks establishment of the Small
Business Promotion Public Corporatlon (SBPPC) as a medlum for policy
1mplementatlon and so forth. Here, information is presented especlally on mdustmal
parks specifically for food processing companies (toplc 1) relating to the development of
SMEs in the food proceSSmg mdustry, as well as on the activities of the SBPPC (topic
2). '

i) Support related to investment-ﬁnance R

When SMES invest in plant and equlpment they can ﬁnance by makmg
mstallment payments to the SBPPC or use leasing arrangements through the same
body {see the example from Kagosh;ma Prefecture). SMEs have also been able to
obtain financial assmtance from local governments when they located operatlons in an
industr 1al park. : : '

ii) Support related to ﬁnancing tvorking canital |

' Funds for use as workmg cap1tal have _been made avallable for SM}!,S by
various means mcludmg guarantees by local governments and trade or industrial
_ orgamzatlons, ‘and low- cost or even interest- free loans from governmental ﬁnanclal

_mstltutmns Information on the avaﬂablhty of such fmancmg is obtained from local -
government ﬁnanclai mstntutxons and the SBPPC (see the example of Company M in

).
jii} Supply of bueiness opportunities

Busmess leads for sellmg goods or services to other compames or to the :
- government are provided to small husmesses This is one of the services of the'

SBPPC, often through meetings at mgamzatlons such as local chambers of commerce S

_and industry, or when a company comes m to ask f01 advme qu Opportunl_t_1es :
overseas, assistance is prowded by JFTRO . .
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iv) Technical support

Local governments have helped SMEs to learn about research institutes,
experiment stations, university programs and have often helped establish direct
industry-academia ties. IResearch bodies and colleges have sent technical experts to
assist SMEs, have provided general technical help, contributed to improvement of
process control by methods including HACCP (explained below) to improve food safety,
and provided advice and ideas regarding equlpment factory management and other
subjects :

~ Further, there is a scheme whereby funds can be obtained for new product
development, from the Japan Small and Medium Fnterpmse Corporation and other
organizations

V) Industrial parks fof_ food processors

As deseribed in detail in (5) Industrial Parks for Food Processing Firms,
excellent results have been achieved from support for relocation to industrial parks as
.well as measures in connection w1th precessing, quahty management pollution
~controls and other areas. :

- vi) The Small Business Promotion Public Corporation -

. Here we prowde a brief account of the estabhshment of the Small Business
VPromotlon Public Corporation, its achwtws, future plans and relatlons to the food
processmg industry. : o

' The Small Busmess Promotlon Agency, a gcwernmental ﬁnanelal institution
" that had been engaged in lending funds to assist small and medium scale businesses
‘acquire equipment was reformed in 1977 to both engage in such lendmg and to
promote subcontractmg on behalf of S\iEs '

The lending of equipment is an arrangement whereby the corporation
purchases equipment and provides it to small or medium businesses on the basis of a
monthly payment of installments of the purchase price or through a lease, so as to
reduce the financial burden of obtammg the equlpment : ' _

' Subcontracting activities comprise providing busmess opportumtles for SMEs
by mtroducmg potential clients as well as measures to rectify conditions when there is
'a delay in payment to subcontraetors Subsidies are provided for other activities as
_ “In 1999 it was given the additional functions of pfoViding SME support through

information, teehnology and managerlal activities in qccordance with a newly adopted
concept of “regional SME support centers”, by March 2000 at the latest. '
.. The example of Shiga Prefecture is presented below as an instance of
) r'eorgamzatmn on behalf of SME Promotion. In April _of 1999 the Shiga Industrial
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Support Plaza was formed by the mexrger of four cxisting entitics, the Shiga Small
Business Promotion Corporation, the Shiga Small Business Information Center, the
Shiga Retail Trade Support Center, and the Shiga Industrial Technology Promotion
Association. :

The new organization thus mtegrates in a single network dwerse key functions
and brings together industrial, governmental and academic efforts for supporting
SMEs in the prefecture. : : :

. The operating departments are responsible for Planmng Infmmatlon
Financial Support, Commercial Support, and Industrial Support I'ar the food
processing industry, this Plaza provides mformatwn and support services at a single
. location. : oo :
For techmcal support, the prefectulal university and two newly established
universities are cooperating by sctting up a center for development (primarily for

R&D).

~ In the examples presented hr—ne companies in the food processmg hne (all
SMB.S) were able to make full use of the library, video library, and financial support of
the Shlga Prefecture Industrial Plaza (see example C, Company M, in (2 3)).

bupport plOVided, and its lesults S

. The Small Business promotion Agency, in order to make its services known to
. the SMEs, has been distributing pamphlets, sponsors lectures, and uses the internet to
disseminate infor matlon . '
_ - The said agency, rebom as a new orgamzatlon has been distributing
" information ever since. However, the system of evaluating the effects of supports has -
not been sufﬁclently constructed and need to be enhanced to meet the needs in the
futule effectively. o :

Activities up to the presenl: have been concentrated on support for mstallment

purchase or leasmg as means of obtaunng eqmpment

'l‘he followmg table is useful as an example of accomphshments in Kagoshlma
Prefecture with regard to food processors.
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Small Business Promotion Corporation Accomplishments
in Kagoshima Prefecture

1998
1996 1097 nd fisheries industry
(processed foods industry) |(processed foods industry)|  incl. processed foods
- ' industry).
\J \J
No. of No. of No. of .I\D' of No. of }\O of
c . pieces of - pieces of . pieces of
ompanies . companies . companies .
- equipment A equipment 2 equipment
assisted obtained assisted obtained assisted obtained
Installment
ayments 13 29 9 34 10 23
Lease 2 10 5 - 17 2 3
Total usage by . : :
- |manufacturing 69 166 48 123 40 104

: industry

22 Factors in ihe deve[opment of corporallons

* Companies that have succeeded have not over-invested in plants and equlpment,
have been in a favorable location, have developed good ties with their customers,
have done well at developing new products and have made a speclal effort to
develop employee skills. ,

* Companies that have succeeded have used pubhc support programs sevcral
times.

S a. Usagc of public support programs

Many if not most of the companies that have used pubhc ﬁnanclai assistance at

““an early stage made use of it agam later on, for acqulsrtlon of addltronai famhtles or

renewal of exrstmg ones.

With one exceptlon ‘the compames visited for purposes of thrs study have

' beneﬁted from publc support in one way or another

b. Causes for corporate success or s_tability

- Some factors have been 1dent1ﬁed to have had effect in common by a multiple

' ‘number of companies that elther succeeded or havc cxpenenced stablhty

jv'_v _v v‘lv:v v

"v‘v_‘-

* In the area of corporate management they are as follows.
A high degree of caution regardmg fixed mvestment.
Not attemptmg to imitate large corporatmns o
Favored by an envrronment within whlch ﬁnancmg could be 1eadlly accompllshed
Avarlab:hty of good customers _ ' : S
Swift reactlons to busmess opportumtles as well as complamts
Dedlcation to the company and not to growth for the sake of growth
‘Being a famlly operated busmess that succeeded in a transrtlon to second

' generation control.

Being a well- estabhshed firm havmg a loug and good reputatlon
Being a ﬁrm where the owner did not prlmarlly seek to take out personal proﬁts '
from the busmess '
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[Having collected a wealth of information through contacts and exchanges with
companies in other lines of business. ' '

* Location too has been i impor tant:

E‘lsy to obtain raw materials.

Proximity to centers of consumption.

Easy availability of raw materlals and good load conditions for them to be trucked
in.

Ample supply of good labor.

Relations with the local cornmumty also have been important.
Cooperation has been obtained from the commmuty, in such forms as publlclty in
tourism literature, and the supply of employment 1nfonnatron
Tax holldays : : .
Benefits from recycling a portron of proﬁts to the commumt:,r
Gifts and donations. :

In the area of operatlons thc followmg were 1dent1ﬁed : :
Desrgmng the procedures of changing product materlals and product for ms, and '
those of advertisements and exhibitions. : o :

Operated own delivery vehicles for greater rehablhty and 1mp10ved 1mage
Performed functrons usually performed by wholesalers -

In the productlon area, the followmg were 1dent1ﬁed
Focused on development of new products
Production of products to meet the needs of the times-
A wider variety of flavors (e.g., sweet, salty, spiey).
Made products 1ot available from large corporatlons
Were able to profitably make goods high labor content. -
Were able to make foods that had spcclal qualltles of taste
Sold to commerclal customers .
' Eﬂectwely used technology assrstance from pubhc tcchmcal centers o

+ Labor too was oﬁen a factor

Y

'S
>

.

»
»
»

Workers were well motwated : :
Workers possessed versatlhty, did well at developmg human resources Workers 2

" had broad knowledge of work processes upstream and downstream from thelr own '

stations, : :
Used outsourcmg to have mternal computer software developed
Took good care _of the employees Hn‘ed older workers '

In the area of technology

Succeeded in keeping raw materra]s fresh longer by usmg cold storage or freezers L

Replaced facilities when needed
Automated packaging. -
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» Improved efﬁciency in purchasing supplies.
» Standardized packages.

- ¢, Issues facing SMEs (envirenmental issues)

Environmental issues related to food processing include the following:
» Proper treatment of solid wastes including food residues.
» Proper treatment of material discharged from various processes, fequiring capital
investment to clear environmental standards.
» Air pollution caused by incineration, especially dioxin.
© » Obnoxious smell from factory operation, which is becoming major concern.

2 3 Successiul casesin company actnnues

* Case studies were selected from each of three regions; Kanto Koshmetsu Kansai
and Chugoku Districts.

* One company studied made no use of pubhc financial support but benefited
. from the cooperation of the local government :

+ Executives (owners) who succeeded strove hard to make good products educate

" their workers, and have close relations with their customers,

. a. Company A (Tokyo reglon)
1) Proﬁle of the compam,r :

‘ The company built its factory in 1976 having been capitalized at one mllhon
' yen at the time. Using its expenen_ce in food sales at department stores, it started .
making Japanese-style side dishes and gfew to the point at which capital could be
increased to ¥12.7 million and annual sales were at the level of ¥1.1 billion. As the
- president had a technical background the compaﬁy succeeded in developing a special
~ - package made of plastic that facilitated sales to large department stores (all of these
stores in Japan have large food departments) and supermarkets. Sales to box lunch
_niakefs were increased. Two pilot shops were opened where the company'sold box
~ lunch and take-out salad packages in which its own products were used.” Strong
. eﬁ'orts were made to develop a diversity of skills among the employees and all were
" tramed in use of the computer. All workers were gwen instruction in matters related
to food hyglene, by a specialist invited to visit the company at various times over a
perlod of three years, so that every one of them could undertake hygicnic mspectlons or
tests of the food. : : :

L _ii) Usc_of publio sa}ajao_rf pfo'gra'ms‘_ -
: _ At the suggestlon of a busmess assomate, in 1988 ¥50 mll]mn was bomowed :
‘ from the Small Business Fmance Corporatlon At that time interest rates wele high

] but the opportumty to use public funds was seized and a factory was constructed
: _Sovon year later another ¥50 mtlhon was borrowed and _used to expand the factory.
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During 2000, funds for working capital were borrowed from the municipal smali
business finance institution in the city where the company was located. - The city's
terms and conditions for this “business stabilization loan” are that the maximum
principal to be lent is ¥30 million, with a guarantee fee of 1% and bearing (at the time)
2.6% annual interest, but the city itself pmvrded a subsuly for half of the intervesi
“charges for a period of three years. :
At present the company continues to monitor the availability of public funds.

iii) Reasons for success

This company has succeeded because of the followmg major reasons. First, all
its products are pure in keeping with the polrcy of putting security and safety of
consumers first. It succeeded in marketing a premium product on this basis.

Second, it educated and trained workers so as to diversify their skills. -

'Phird, it improved motivation and performance by emphasrzmg that each
worker evaluate his or her own attitudes and performance

Fourth, while the company makes a wide variety of products only one product
- ofa kmd issold toa given single customer : '

iv) Company's comments on pub]ic support

 The ﬁrm is of the oprmon that access to public funds should be made easier in
thc case of factory renewal, because if there is no financial support firms can not
' survrve
' It also notes that there is not enough of an effort to make the publlc support '
' programs known in the small business commumty It had never heard about such
' programs from busmess acquaintances ' ‘. C . ) '

b. Conipany S (Koshin district. Nagano Prefccture)

~ The case of Company Sis specral in that it 1s located in a remote reglon but was
stlll able to market products for export B

1) Proﬁle of the company
A natwe of Nagano Prefecture resrdmg in Tokyo, through a Tokyo club :

- ‘composed of people from his district, got the 1dea of using the abundant local water _
resources of his prefecture to do something that would brmg economic beneﬁt to the

district. He nurtured his plans over a period of three years and in 1985 put together .

_¥10 mr]lron hired eight persons and started a mmeral water busmess The company
is still operated by eight persons. - Lo : '
The township was assisted at the outset by a second person from the Iocahty
who together with the company's founder made a trrp to France to visit the Evian )
company, a company known worldwide for its bottled water The township decided to_r
propose a sister-town relatronship with Evian as a means of helpmg the venture to
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succeed. :
I 1986 the company started to offer its product to commercial customers, It
was the first company to use the term “natural water” in Japan. It succeeded in
gaining a degree of international recognition when the famous Hotel New Otani agreed
to serve the water - furnished free of charge - at a Summit meeting. Subsequently,
the cornp'any contracted with airlines (Air Canada, British Airways, Northwest
Airlines, Virgin Atlantic and others) and operators of long-distance trains, hotels, large
companies operating employee cafeterias, drive-ins and others. In addition to selling
the water in ready-to-use bottles it started to sell water coolers and succeeded in
- competing against much larger firmis also in the mineral water business. Sales are
now on the level of ¥200 million a year. :

ii) Use of public support programs

CAll ﬁnancmg for the company was obtamed from mformal sources. Support
~ from the township, however, was cruclal for success. 'I'he township secured the
consent of six property owners to make their land available, cnabling the new company
to use the land that it needed. The townshlp made site 1mprovements and widened
" the road to the site. : : : Coe . :
_ The townshlp is still recelvmg rent from the use of the land and a small fee for
~ costs, and pays money to the landowners. RRIPI :
Mamtenance of the land by the township has 1ncluded activities to orgamze
landowners for cooperatlve efforts and to clear away snow. The town, that is known
for its natural attractions and is visited by a hrge number of tOllI'lStS has pubhc1zed '
- the water in tourism brochures ' ~ Ll :
Partlcularly nnportant was that local busmess mterests and the town
government cooperated to prevent anyone from bulldmg a house ina lalge avea of the
watershed and to prevent anyone from enter;ng the area. -

jii) Reasons for success_

Six reasons for success can be clted _ - : :

- Favorable publlolty was obtained early in the development process This was
: through a TV program mtroducmg the venture as an example of stimulating a local
" economy through new activities. A ne\vSpaper earned a feature about the town’s

water. The Natlonal Land Agency mcluded the town s water ina llst of “The Hundred

* Best Places in Japan for Water.” T S .

' . The timing was fortunate as there were currentlv w1desp1ead concerns about

'_ the taste of drmkmg water. ' ' ' .

_ © The company concentrated on se]llng to commerclal customers only, and had

fewer competltors than if it had entered the retail consumer market. o

N . At one point sake brewers entered the bottled water market and competltmn

1ntensrﬁed but the Nagano company per51sted in speclahzmg in a single product

The local chambel of commerce and the township were coopelatlve
o Selhng outlets were extended through 31ster town relatlons

oa1—



Avoiding competition in the domestic malket the company successfully
arranged for stable export sales. S

c. Company M (Kansai district)

Company M was begun as the work of an independcnt vendor but the sccond
generation succeeded in winning contlacts to supply farge department stores in the
Tokyo area.

- i) Profile of the company

In 1922 a man began to make and sell directly a bean and secawced food used as
a side dish in family meals.  The following year he used public ﬁnancing to open a
shop for selling his ploduct : . . :
In 1994 he built a small factory to make box lunches and opened a free cafeterla _
on the second floor where people could try the ﬁrm s ploduct mthout obhgatlon of any'
' When he built the factory 1t was necessary to spend ¥20 mllllon of the total
investment of ¥160 million on water processing facilities in order to avoid an adverse
effect on the water quality of the nearby Lake Biwako. In 1995 equ:pment was
installed on the roof to process waste into odor-free fertlhzer that is prowded to
- farmers free of charge. - Water used to wash \egetables is filtered and reused. 7
* New processing facilities were added in 1999, enabling capaclty to be trlpled.

ii) Use of public support programs_

From the outset it was decided to not borrow from commerc1a1 1nst1tut10ns In
1973 when the need te borrow arose, the company went to a pubhc financial mst;tutlon :
for funds. This enabled the company to build a shop and raise sales to ¥15 million.
By 1992 sales had doubled. At this pcmt ¥230 million was borrowed, and a new shop
and office bmldlng were constructed In 1999 the processing facility was added and
the total of ¥350 million that was borrowed all came from pubhc sources 1nclud1ng _;.:
¥290 million from the Small Business Fmance Corpolatlon ;

The use to which the funds were put was ¥150 million for ]and and ¥140
_ m;lhon for the building. ThlS 1nvestment is based on a target sales ﬁgure of ¥150 -

- million in 2003, ' T : S

The company makes use of busmess mformatlon supphed by the prefectural :_ :
- government : : : : : - '

iii) Reasons for success

The followmg are the reasons thls company has succecded . o
For one, it has had clearly defined goals. It had a goal to be the leadmg ﬁrm in

its region.  When it decided on selhng to large reta:lers it decided it would sell to not IR

_one but three. Once this decision was made the company focussed all of its resources
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on the question of what the company should do and what the products should be. The
improvements that were made related to the merchandise, pricing, produet line, hints
to consumers on use of the products, and point of sales. Coverage by the mass media
has helped make it possible to reduce direct efforts at promoting the products.

- The company has been open about its business performance. It has been
diligent in reporting to its creditor institutions the results when the books are closed
and in explaining at that time plans for the new fiscal term.

The company has taken good care of its workers. It calls them comrades, not
employees. When the books are closed they are told about results and plans. Forty
percent of after-tax profits are allocated to retained earnings. Thirty percent is used
for welfare facilities and the remaining 30% is distributed as bonuses.

~ Information received from sales at department stores and self-operated outlets
is used promptly to control produetlon In the case of new products, a free fax service
is provided so that consumers can provide feedback to the company.

CAll employees including palt tlmers are trained to thmk as if they are
~ managing the company.

The trust of suppliers has been obtained by prompt cash payment of bills.
The company donates generously to local causes. It has won the trust of the
: commumty by thus recyc]mg a part of the firm's proﬁts

- iv) Company’s eomments on pub]ic support

The, compeny is of the opinion that it is more important t¢ establish a brand
" name and especially one that evokes images or thoughts of the local community than to
seek an SME subsidy. For instance, creating an image of a product with a good brand
name leads to increased awareness of the community produeing it. - Customers, on
hearing the name of “Shiga” for example have an unexplamable feelmg of famlllauty,
or they feel the desn'e to purchase it

Pubhc ageneles should prov1de tlmely mformatmn f01 education of v.mkers and

~ managers,

Itis hoped that pubhe agencies a531st1ng SMEs be able to offe1 knowledge and
other support needed to explo1t a given business opportumty : :

' .d. S Food Company (Chugoku District) -
1) l’roﬁleof the'co}np’aﬁy

'I‘he company was founded by 1ts former premdent in March 1946 to produce

- and sell soda pop, after he acqulred the bottllng right for soda pop. It had worklng

: capltal of 20 million yen and employed 6 persons. -

' The capltal was mereased to 50 million yen in 1963 In FY1999 1t reported :

: :"annual revenues of 3 billion yen from produetlon of soft. drinks (not 1ncludmg laotlc
acid drmks) and had 5h employees ' '
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The company has proprietary techuologies related to the filling of liguid into
PET bottles and pouch containers as well as stexilization, which has been developed
jointly with Food Industry Technology Center, under the Hiroshima prefectural
government. The company is planning to produce hospital food.

i1) Use of public support progr'allls

Public funds and support have been used whenever possible, including loans
from the Centr al Bank for Commercial and Industrlal Coopelatlves and the msmance
scheme covering cooperatives in Hiroshima Prefecture.

. At present, for development of new products, the company is applymg for the
subsidy and loan by Japan Small Business Corporat:on under the Program to Promote
Technologicat Innovatlon in FY2000. '

+ Public support for technological upgrading' Consultation and guidance by Food
Industry Technology Center in various fields including HACCP. B

* Electronic commerce and other IT- enabled efforts: The company partlclpated in
the Internet Workshop held by the Mlmstry of International Trade and Industry and
‘established its web site relatively ear ly under the assistance of the prefectural
' government It also partlelpates in seminars (free) conducted as part of the Software
Adviser Program of Japan Small Business Corporation and beneﬁts from consultation
service by an 011t31de advisor assigned under the program. _

Energy savmg The company benefits from consultation service by an outside
‘advisor on energy savmg related to operation of boilers and air- -conditioners, as
asmgned under the Energy Saving Adviser Program of the prefectural government

+ Equipment modernization: ~ The company 1ece1ved interest-free loans to ﬁnance
‘ pollutlon control measures in 1970. - o - -
Labor force: The company received workers £rom Slchuan Chma, for three years,
_ who worked at the company 's factory and learned production skills.

Long-term working capital: The company borrowed 20 mllllon yen under the
guarantee of the Credit and Loan Guarantee Association. o
~ + The company obtains mformatlon on pubhc assistance through the E- mall service of
the Ofﬁce of Trade and Industry in Chugoku Dlstrlct :

iii) Reasons for success o
_As ment1oned above the company efteetlvely used pubhc asmstance programs
_ Focused on development of human resources and promotlon of self- 1n1t1at1ves,
the company will pay the cost of licenses for staff members who desire to have licenses.
iv) Co:npany;s eomments on public _support o
Under the present ﬁnanmal assistance plograms operated by government and

other public organizations, it is very difficult to borrow funds to cover marketlng' '
* activities beyond capital investment; it is desirable, therefore that said programs may
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extend to the formcr.

- 3. Applicability to Developing Countries and Points to Consider

* Though developing countries involve environmentally adverse conditions in this
field, it will be useful for them to learn flOI‘ll the expet ience of J'\pan in the food
processing industry.

+ It is important to increase the malket leputatlon of a company's products, by
pxoducmg and supplying food products, safe, hyg1en1c and tasty.

* Public agency support is valuable.

- As introduced above, even if there are some dlffewnce in the socio- economic
onvuonment the successful examples we have achieved can be used as model cases for
_ developing countrles, especially in the;r development process. With regard to Japanese
public support and policics, we beheve they can also be used as good models for
- developmg countries.

3.1 Efforls by enterprises

Makmg products that are safe and hyglemc is espemally nnportant in food
processing. 8 '
_ It is only when product quallty is good that it s poss1ble to achleve steady

- growth in sales, and establish a solid base for a company

It is 1mportant to meet the followmg the common 1equ1rements F irst of all,

the taste must be good. The products should have a cons1steut shape and standard
“amount. 'I‘hey must be uncontammated the packagmg should be attractive, and the
price moderate. ' : :

CItis not reasonable to expect that a newly developed product should meet all of
_these reqmrements from the beginning. Therefore, the product should first gam a good
reputatlon on the market for its taste, the most 1mportant element.

We w1ll now cons1der two examples from developmg countues where a

' company both sold food products in the domestic market and exported “In Pakistan

there 1s a biscuit maker near Karachi. The products from this maker, enjoying a good

-_reputation, sell well around the Iraman border in the dlstance, in spite of high prices.

This blscult maker has been successful because their biscuits have better taste and

shape are packed in sturdy attractwe packages and are able to be tranSported Iong
N d:stances than other compames L R '

Also another successful example isa dr:ed squld surimi (ﬁsh paste) maker in

Thailand. ~ Almost all of the output was. exported but the quahty was good and by

" selling the product as ﬁsh balls it was accepted in the market Some people travel

o ' nearly two hours to buy the fish balls at the factory. This product had a unique color
- and taste and was d:fferent from the foods prevlously avalla’ole in the area.
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3.2 Suppori by the government

Many of financial and technical support to individual companies have been
effective in promoting the food-processing sector in Japan. But in addition to this, we
can say that aid in the form of construction of food-processing industrial parks and
joint ownership have worked well for the same purpose.

Generglsuppgrt measures (individual companies; industrial parks)
Support for investment in plants and equipment (lending of eqmpment
leasing) L
Help in obtaining'working capital (guarahtees for loans from financial
institutions; supply of credit at preferential terms and conditions)
Introducing business opportunities (mtroducmg other compames, helpmg look
for new business) o : - T :
Technical assistance (mtroducmg research institutions, dlspatchmg techmca]
advisers, etc.). :

We provide some detailed mformat}on on assmtance in constructlng mdustrlal
parks which has been 1mp]emented in dapan. ' ‘

Points of caution regardmg bulldmg food processmg mdustnal parks in

developlng countries ' : : R IR )
Many developing countries have a strong desn-e to expand processmg of marme'

- food products for export in order to make the best use of their natural resources. The

best strategy to accomplish this is thought to be to promote constructlon of mdustrlal o

parks The following wounld be advised. T

' Conduct a study of the marine resources that would supply the raw materials
suitable for processing are avallable in the target reglon (e g what specles mhablt the'
region or are available there). R : :

Find out whether the methods and technology needed to obtam the raw
- materials are available.  When marme culture or aquaculture is to be used are the '
methods and technology avaﬁable‘? ' - R - .
Find out about government regulatnons regardmg ﬁshmg (e.g., size of boats,
eqmpment that can not be used specles that can be taken and quantltles that can be :
" taken). : ‘ g : :
" Find out if there isa shortfall in supply of raw materlals or whether or uot the
required quantntles can be 1mported B S o

_ Is there ready access to a port, foads,' rivers or other_'"meens of transport?
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Securing materials
Find out if there are local sources or import possibilities regarding cans and
lids, fuel for smoking fish, tubes for packing products, and other materials.

Water resources .
Is the water to be supplied for factory use hygienic and clean (including river
water, groundwater, rainwater).

Waste water treatment
Determine what has fo be done to treat waste watex, and find out about
- availability or access to treatment facilities. '

Fnel;g:LLpplx
' Check that there are no pmblems 1ega1 ding power supply, boiler operatlon ete.
If there are voltage drops or interruptions in supply to the industrial park, is self-
generation a viable possibility?

~ Take steps to adopt HACCP if it is intended to export the produets,

. ~ Obtain the services of someone or persons familiar with HACCP.
- When the export market is a target, HACCP (Hazard Analysis and Crmcal
" Control Pomt) becomes important.

HA!! E mqmres em p!g)gg training,
_ HACCP was developed as a method of ensuring the safety of foods to be eaten_
by astronauts, and involves analysis and control of potential causes of problems at all
stages of productxon from raw materials through processing, transport and storage. It
"~ was subsequently the basis for guldelmes released in 1993 by a joint FAO-WHO
] committee and is still expandmg in terms of use in the EU United States, Japan and
elsewhere. '

One proécdure in HACCP requires all pérsons involved in handling foods to be
tramed in hyglene and be able to control any danger rising from hygiene-related

. causes. What is meant by danger in this context is any threat to consumers ansmg

' from bacterlal chemical or physical causes.

In its applicat.ion, HACCP includes ésfablishme_nt of monitoring points at
E plaées in the pfoc_lucti_on process whei‘é hygienic conditions are particularly important,

- to check on tempe'i'ature, steril_ization, ete. Records are kept of observations made at
* these points and used for planning any remedial measures that may be needed.

o ' An especially important problem faced by companies that adopt HACCP
' procedures m order to export products is adaptation or change of equipment to support

- application of the procedures. It is particularly difficult to clear EU standards, and

 during 1999 the EU ruled that frozen shrimp ﬁom Oman and Pakistan had to be
~ returned because standards there had not been met. It was only after changes were
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made, KU inspectors visited the plants and provided advice that exports could be

restarted.

and about information processing,
It would be helpful if there is an organization of the employees in the industrial

park who are familiar with international trade, information processing, and computers.
Their cooperation will be a boon to development of the park. :
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