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CHAPTER 4

DISTRIBUTION SYSTEM

41 Supply Chain of the Industry

The following are major components of the chilled and frozen food supply chain (i.e. Cold Chain):

. Equipment Suppliers

. Value Added Food Processor/Manufaciurers

. Freight Forwarding Agents (i.e. importers / exporters)

* Support Service Providers (mainly comprising transporters and cold storage providers
. Food Service Providers (mainly fast food chain operators and calerers)

. Retailers and Distributors

The chatt below illustrates the supply chain flow of the chilled and frozen food industry:

Chart 4.1 Industry Sepply Chain
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The flow of material begins with the supply of raw materials (¢.g. vegetables, meat, fish, and ingredients)
and supply of services (¢.g. equipment and maintenance). Raw materials are then stored temporarily by
storage providers and converted into packed processed food, by food processors/manufacturers. The
packed processed food are briefly stored as finished goods and then transported by sea or land to large
retailers or distributors. This cycle repeats over and over, as the industry responds to customer demand.

Finally, consumers are the ones who reap all the beaefits of the operational efficiency or the reverse if the

chain is broken.
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CHATTER 4

DISTRIBUTION SYSTLM

4.1 Suppty Chain of the ladustry

The following arc major components of the chilled and frozen Tood supply chawn (1.e. Cold Chain):

. Equipment Supphers

. Value Added Food Processor Manufacturers

. Freight Forwarding Agents (1.e. Inmporters / oXporters)

. Support Service Providers (mainly comprising transporters and cold storage providers
. Food Scrvice Providers (maindy fast food chain operators and caterers)

. Retailers and Distnbutors

The chart below illustrates the supply chain flow of the chilled and frozen food mdustry:
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The How of material begins with the supply of raw materials (e.g. vegetables, meat, fish, and igredients)
and supply of services (e.g. equipnient and maintenance). Raw materials are then stored temporanily by
storage providers and converted into packed processed food, by food processorsmanufacturers. The
packed processed food are briefly stored as finished goods and then transported by sea or land to large
rctailers or distributors. This cycle repeats over and over, as the industry responds to custeser demand.

Finally, consumers are the ones who reap all the benefits of the operational cfliciency or the reverse if the
chain is broken.
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42 Cold Chain in Perspective

One of the major challenges of the chilled and frozen food industry in Malaysia is to maintain the cold
chain from the point where the food processors receive the unprocessed food product to the point where a
consumer picks the processed foodstuff from the retailer’s shelves.

“Maintaining the Cold-Chain” refers to the aclivity of packing the finished food products and maintaining
its optimal storage tempcerature, no malter frozen or chilled, throughout the chain from the manufaciurer to
the consumet. This would help maintain the food product quality. '

Chart 4.2 Cold Chain Breaks

Value Added
Processors /
Manufacturer

Cold .. ]
Providers x Bistribuior Relailers

: * Consuniers

Source: DKMC Indusiry Sunvey

The cold chain is basically in place with all necessary components of the chain. Although there are not
many recorded incidents of economic losses due (o the breakage of the cold chain, the functioning of the
chain is suspect. Currently, most of the bigger companics in the industry employ their own cold trucks and
cotd rooms. Despite this, the survey revealed that the cold chain in Malaysia breaks very often as produci
handling is still poor. Transpotters, cold room opcralors, retailess and even consumers gencrally lack
knowledge in handling chilled and frozen food. :

The following are the points of possible breaks in the cold chain:

. Whea food gets transferred in and out of the cold store

. When food is in the possession of the transporter (distribulors), while in transit
. When food is being transferred from the transporter to the stere at setailers

. When packed food products are moved onto the shelves of the retail outlets

. Afer consumer purchased the food at rétail outlets and before consuming

As Chart 4.2 shows, this Cold-chain can be broken 7 times.

As the cold chain breaks, foed products could be exposed to room temperature (in the range of 14°C).
Example, frozen burger patties thal needs an oplimal temperature of -4 °C would have experienced
temperatures up to 24°C for a certain period of time, during any of the points of possible cold chain breaks.
This fluctuation in temperature would cause the burger patty to form a layer of crystallized iced on the
outer portion of the meat which faces direct contact with the atmosphere. This crystatized ice layes is the
condensed air particles that have undergone many huge temperature fluctuations.

The challenge of maintaining the chain becomes even more difficult when trying 1o maintain a hafal food
<hain. .
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4.3 Components of Cold Chain
4.3.1  Equipment Supplicrs
The equipment supplicrs® refers to those involve in:

. Construction of cold room (Cold Room Builders)
. Cold truck cabinet building (Cold Truck Cahinet Builders)

The cold room and eold truck cabinet building segments are explained below:

a) Cold Room RBuilders

Services provided by these builders range from huitding custom made cold reom Tacilities where an entire
factory block is turned into a cold stote, to just building confectionery cold cabinet shelves (c.p. 10

accommodate frozen pastry).

They build facilities as per the requirements of their particular customer. The Tollowing are some of their
capabililics and average costs:

Table 4.1 Estimated Cost i'or Cold Raom Facilities

Temperature Specification Fstimatesl Cosl
e areoy
Chiller/EFreezer Room, 2 door (c.g. | 15°C to -25°C, 85% humidity 1,850

120" 90° 127)

F'“"“:-_
Facilities

mﬁrcezeriStomge Cabinet, 4 door (c.g. | 45°C to -35°C, 85% hwmidity | 160
10° 3 5%)

Quick Freezer Role-1n Tunacl, 2 door +5°C Lo -35°C, 85% humidity 650
(c.g-60°20° 7")

Source: Risha Refrigeration Company -

The cost of conslructing a cold room facility depeads on the following customer requirements:

. Type of product |

s Weight of product

. Itow many products on a tray

L The siz¢ of the tray necded

. - Number of trays thal can be stacked in one rack

* Tota} weight in onc rack '

. Number of sacks loaded per hour

. © Temperature of the product prior to entering the freezer
. The required temperature inside the freezers

e The time needed to freeze the product

. Number of hours per Ja'y products need to be frozen
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All the cold room builders import most of their chilling and freczing technology from European countrics
such as Holland, France, and Geanany. It was a common comment among the interviewed, that every onc
of the builders still has some kind of contact with European partners who helped in bring into Malaysia,
newer and more advanced [reezing techniques.

b)  Cold Truck Cabinet Builders

These types of cold truck cabinet builders are given special lticenses by the Lembaga Perlesenan
Kenderaan Pernjagaan (L.P.K.P.). According to induslry sourees, only five business licenses of this kind
have been issued in Peninsuta Malaysia,

These companies mostly construct cold trucks for the local food manufacturers. Cold truék building varies
from 1-ton trucks to 20-lon frailers. These cold trucks arc custom made by the builders according to

customer’s specification,

Most of the cold truck cabinet builders in Malaysia use multi-ply composite technology for the truck body.

The machinery and technology are purchased from a truck body-builder from European country. The

lightweight, strong, durable composite truck body is ideal for refrigerated truck body and hi-lifl catering
truck. The reefer box is compatible with mosily Thermo King, Carricr, Mitsubishi refrigeration systent or
eutectic plates system, which is reputed to have the fastest cooling down lime in the markel, - .

The following are some of the refrigerated truck's common specifications:

Table42 Refrige‘raii'c'd Truck’s Conunon -S;_Jéciﬁ'cafi_ohs

Chassis ) ' . Tﬁ fit any chassis - o

Box size ¢ Iyom small vanto 40‘.‘_8‘::;8' semi-trailer

Box thickness . -Fer 2mmto 125mm

Core maferials | . .Polyurelhane, Lixpanded f’OIyslyrene, HExtruded E

Polystyrene or PVC foam -

“Finish ‘ + Glass Reinforced Polyesicr_ (G'RP),— Atuminium,
: Staintess Steel, Colour Coated Steel, Ply, elcin
- various thickicss ' C o

Colour B ' - ¢ White or natural Tinish. Other colour available on )
quantity : : ' o
Floor finish _ " le  Stainless Steel, !s‘minated'PU, Tnverted Hat

Aluiminium Profile, A_Ium_ihiu'm Chiecker Plate, Ply

Double Hinged, Sii\gie. Hinged, Manual Rolled-up,

Door * ! .

' “Automated Rolled-up, Hateh, Slide Curtain, Sliding
Wall = BT

Optional Accessories - - s Load Reslraints, Tait LiN, Flexible Butkhead

Sovrce: Industry Survey
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C) Key Eguipment Suppliers
The following arc key players identified in this segmeat:

Table 4.3 Sclected Major Equipment Supplicrs

Company ' : Location Annual Turnover
o for 1999
, _ RM 000
MS Cooling Sdn Bhd _ Batakong 5,678
NKR Perkasa Continental Sdn Bhd Selayang 4,210
Risha Sdn Bhd ' : Atsiipang Jaya 2,050
Rigidfoam lndustries (M) Sdn Bhd Sungai Buluh 4,798
Wong Brothers Electrical & Refrigeration Indusiry  § Jalan Ipoh 6,786
Thermal Insulation Sdn 8hd Desa Pandan 5,100
TM Cooting Technalogy Sdn Bhd Kepong 3,780

Source: Turmover ligures arc from Registrar of Companics

“The markel size is curreatly at RM43 miltion, Companics mentioned in the previous section as key players
_ hold 75% of the equipmcnl supplicr market share.

Tabledd  Market Share of Equipment Suppliers
Distribution - : “Ann. Turaover 1999 Percentage
: -  (RM000) -
Key Players : 32402 . 5%
Others 10,800 5%
| Total: - 83002 T 100%

Souorce: DKM(‘ lndusuy Sur\c_\, :

d) Suppl) (,hain ]ntegrahon

- Most of the major players in this se gmcnt work and shan, t:tperlmc among thc'msehcc Since each of the
" builders has their own niche (c.g. cold store builders for pastry, cold store builders for nieat products), they
would pass on the contact to the respective food product’s expert builder. This show of unity and the desire
to share between builders is attributed to the fact that all of these players have been in this business for a
: long llme and havc carved a clear niche for lhemselseq

L Ia !erms of supply cham mtegntmn the following are¢ lhe cold truck cabmcl huuldcrx cuslomerv.

. Vaiue add food proccsso:s
. Serwce support agenh _

- Allef ihese builders win lhur contracts by tendering. We ‘gathered that some buildeis win contracls

- through steong recommendations from other, satisfied current cuslomeis. It was also apparent that there
" were no big-s “scale advertisements posled on lhe pnmcd media by any ‘of the bunldcr-: other than the fact tlnt
-'1hey were, hsted in thc Yellow Pagcv. o
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c) Technology Used

Cold room builders in Malaysia consider themselves specialists in designing, manufacturing and installing
polyurethane panels. Geaeral Purpose Steel Container and Expanded Polystyrene (EPS) Insulated Panel for
Cold Room are part of the common material used to build refrigerated cabins.

There are many different methods of cooling and freczing that are necessary to maintain the quality of
food. The dowa-tine of this industry, which incledes the cold-truck operators and the cold storage ewacrs,
would be the ones dirccily affected by this quality issue. This is so because food processors would be
concerned in ensuring their produces are transported to their destination without any lost in quality.

The following are some of the most common and affordable methods requited in the Malaysian cold
storage industry:

. Plate-cooling
. Mechanical refrigerating
. Blast-frceze

We can conclude that the current cold cabinet builders are able to fully meel their customers’ requireinents.
) Issucs

During the study, we gathered that there are a large number of simall local buildess who use chéap and
lower grade Polystyrene (EPS) Insulated Pancl materials, are locally available but considered not suilable
for proper refrigeration of cold stores. These builders who provide seevices at cheaper costs fail to
understand that cold storage nced proper quality insulation pancls lo be able to keep cold air fiom
escaping. Customers who use these cold storage builders’ services suffer from having to cope wilth lesser
food quality products.

A cold storage cabinet that allows cold air to escape consumes more caergy and brings the food quality
down. A customer that uses the facilities built by this type of builder would constantly be paying more in
utility bills and have food that lasts for a very short period of time,

Fhere are only a number of licensees in Malaysia in terms of mobile storage cabinet buildets. The rcason
behind this would be the strict approval policies sct by a number of government agencics. Lembaga
Perlesenan Kenderoan Perniagaan, SIRIM Berhad, Jabatan Penganghutan Jalan Raye and the Registear
of Companies are the Government agencies in charge of oversceing the setting up and operations of these
companies. Many industry sources vicw this as very burcaucralic.

New local builders who want to starl busincsses providing cold-truck storage cabinets sce it as a
policymaking flaw lo restrict licenses. Many custoniers of these cold-truck store builders are unhappy, as
the cost of manufacturing are deemed quite high. From the information gathered there were inslances a
builder charged up to RM182, 000 for a 4-ton iruck. According to buildess instead, raw materials (high
quality panels from overseas) accoun! for more than 60% of their manulacturing cost and this, therefore,
forces them lo increase the price of producing a mobile cold store unit. '

g) Growth Prospective

From all the interviews conducted we can conclude that this market is still very young and has the capauly
of growing even further in the next 19 years. According to the General Manager of Risha Refrigeration
Company, only 46% of the storage industry in Malaysia are aware of the fatest technology and the rest are
lagging behind practicing “stuff the food in and chill the room down” concept. Sinee the rate of production
is constantly incrcasing many of the food producers are also forced to rely on third parly cold stores 1o
store their produces.
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According to builders, many manufacturers would need to allocate certain postions of their plant or even
took elsewhere for in-house satellite cold stores, te facilitate the increasing demand. Many of the cold store
builders are, indeed, bullish aboult the prospect for this segment.

4.3.2 Value-Added Food Precessors / Manufactorers
This business segment is the mover of the entire indusiry. The value-added food processors depend heavily

on the support of the entire supply chain. 1 needs the suppliers to constantly provide raw materials and
services to it, and also nceds forwarding agents to distribute its valuc-added food products to the

appropriale destinations (c.g., local ectailers, foreign markets).

Some of the major vatuc-added food processors are shown in Table 4.5,

‘Fablc 4.5 Selected Major Value-Added Faod Processors
Company Localion Anaual Turnover
| o for 1999
RM ‘000
Prima Agri-Products Sdn Bhd Bangi 27,802
Ben Fortune Pastry Mfg (M) Sdn Bhd Sunway 4,500
Ayamas Food Corporation Berhad Port Kelang 201,086
De-Luxe Food Services Sdn Bhd Glenmarie 6,700
KG Pasteries (M) Sdn Bhd Shab Alam 20,000
Mas Catering Sdn Bhd Sepang 197,037

Souree: Avnual Tumnover Figures from Registrar of Companies

Table betow shows the Value-Added Product (VAP) of ene of the food processors

Table 4.6 Further Processing Poultry Products (FPP) al Qune of the FFast Food Establishment

1. Processing from the two plants:
85,000 birds a day 1) 12 working hours and
1} 8 working hours

2. 30,000-35,000 birds or {35-40%) goes for FPP (1,000-1,200 metric tonne)

Percentage of FPP:

¢ nuggels 40% (35-40%)
o burgers 18% (15-20%) )
¢ frankfuriers 13% (10-15%)

¢ Dballs 12% (8-12%)

others 12% (10-13%)
Source: Industry Survey

[ ]

Many of the equipment suppliets {e.g. cold store builders) and other suppont service pravidess covered in
this study have had at least some links with the above-mentioned companies.
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a) Supply Chain Integration

Being the heart of the chilled and frozen industry, this segment needs to be closely connected with the
other business segments (e.g. suppliers) as ¢an be séen in the following chart:

Chart 4.3 Supply Chain Integration

Freight )
Forwarding
Agent -

@@_‘l Retailer

| Imporier l * T ’ w
VAF Processor &
Cold Storage ‘ l ansporle_]

Provider ' t

1 Tr]hq)o]-i'e( I ! Distributor I

In examining the diagram from a macro pomt of view, it is obvious that all the busmess segmenls play a
vital rote in the business operations of a Vatue-Added Food (VAF) Processor.

The following highlights lho main players:

Supplier - Some of its supply may arrive from tocal fannera who bring in their own
food produces via trucks and some are foreign supphers who get container
loads info Malaysia. :

Importer This player would be covered later in the report, This 1mporter plays the

middleman 1o éase some of the food producer’s operations where they
help source the required faw matena! overseas and Shlp it to the
Processor’s docks

Forwarding Agent The agent supportts the food processor by managing its shlppmg project,
* from foreign ports to our local port and !hen to their doorsiep

Transporter " This p!a}et “ould appear in the pmture whea the food producer hlmself '
does not ha\e su fhclent or any cold tricks to transport then‘ produces.

Cold Sterage Provider Similar to the one above this service prowder v.ould be used during (imes o

when there is a fack of storage space or when the food produces need to .
be stored in the ports for ex pon : , : :

Exgporter ' * This player would manage the logistics from the shipment docks of the - -
food processor 10 the foreign market. They would also manage the -
hau?age services to the port and on to the sh:ps

Retaller Fmally all the produces \\ould reach relaﬂer who sen'es the mnsumer A

and, thus, start off an éntire cyclte of demand from tho value-a dded food .
producer .
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b) Issues

The interviewed food processors® entire common plea was the lack of cooperation from the local raw food
suppliers in cmphasising food quality. The supply of low quality materials and scrvices from local
suppliers lo the food processors has forced some lo took abroad for supply.

Food processors agree that shis does not mean that farmers do net grow quality food crops in Malaysia.
They merely wanted to point out that the local farmers® preferences are focused in serving the export
market first before satisfying the local demand. Hence, expotters buy over the high quality local produces.
Mas Catering Sdn Bhd, one of the major players who supply 40 different aitlines Rying into the KLIA,
claimed that not having a Malaysian food export quota to govem the local producer’s supply to the local
. market may be the reason behind this problem.

¢) Growth Prospective

All the interviewed food producers see good prospect in the chilfed and frozen food for at least the next 10
years. During the inferviews with major business operations, it was understood that many partnership
programs are under way to work closely with local farmess and also cold storage operators. These
programs ate planned to set-up a preferred customer/supplier status among the down-line.

Talks are also in progress by one of Malaysia’s major local food processors to build the largest cold store
warehouse in Southeast Asia. When completed, this warchouse woutd be the largest cold store owned by a
food processor. This information was disclosed in one of the interview sessions with a cold store bmlde:
and \enﬁed by the tocal food producer.

4.3.3 Preight FOrwarding Agents
'The ﬁ‘elghl forwardmg agenis or lmporlels (Distributors) \mrk lo manage the shipment of the imported
supplies from locat ports to the food pr()cessor s plant. Managing exports also are part of the service they

provnde Each of the agent’s service varies acCordmg to their husmeqs capacily.

The following are services pmwdcd by forwa_rdmg agents:

‘s " International Air/Sea Fréight Forwarding

. Conlainer'slumngfu npacking according to specification
. Custom Forwarding / Documenlallon (Air/Seca - lmport and prorl)
e Chilled and frozen warchousing and transporianon

L Pchct Management w:lh haulage services

e Local forwardmg agems have ¢lose ties or paﬂnershlps with formgn freight forwarders who can take over
: the movement of the consignment overseas. This also covers custom clearance at lhe port, transportation, -
and warehéusc :

o Fre;ghl forwardmg agents play a dommanl role in hnkmg local food processors with their foreign
- customers and visa versa. They basically assist food processors by managing the shipments via porfs and .
- customs. These players consider food processors as ihelr major clients in the chilled and frozen feod
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Al the forwarders agree that export operations are much more complex than import operations. Alt that
needs to be done in import operations is customs documentation clearance before the food product is semt
on its way 1o the food processor plant. The export operations are considercd to be more complex where
precise coordination and project managemient is needed to handle the various parlies involved, such as
haulage providers, as well as customs clearance documentation and estimated time of argival of the
international cargo vessel.

a) Major Freight Forwarding Agents

There are approximately 700 freight forwarding agents in Malaysia, a ligure we gathered from various
business directories since there is no information database of alt the operators.

The foltowing table lists the main companies servicing the chilled and frozen food industry:

Table 4.7 I'relght Forwarding Agents in the Chilled and Frozen Food Industey
[ Company Location

Pok Brothers Glenmarie

United Logistics Subang laya

Selamat Supplics Sunway

Bina Kon Port Klang
| Ben Food | Kuala Lumpur

Source: DEMC Industry Survey

The industry survey showed that these agents arc able to manage the market demand. Factors thal make
these agents major players are the tocations these agents have direct links with. Example, only a ceitain

portion of the agents interviewed has foreign counterparts in cerlain South African locations.
b)  Supply Chain Integration

In conducting the interviews with different forwarders we identificd that the services provided by
forwarding ageuts varics to a very large extent. '

The following are some of the most cotnnon combination of services:

. Customs clearance, cold storage, and transportation

. Container depot operalions ’ _

. Sourcing foreign suppliers and making arrangement to impoit into Malaysia -
s  Transportation, cold storage, and shipment project coordination

Out of all the services mentioned some agents prefer to slick to their niches and still call themselves freight
forwarding agents. For cxample, out of the five parties intervicwed only one of the agent (Bina Kon (M)
Sdn Bhd) provides the foltowing: o S

. Reefer Maintenance & Repair (M & R) business
. Represents as an authorised service agent for reefer manufacturers from around the world
. Container maintenance and repairing '

Generally, customers for this scgment are food processors. .
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We gathered that other common forns of customer-agent relationships are done through long-term
contracts because the freight forwarding agent's foreign counterpart are where the food processor has
exporting tinks to.

C) Issues

In concluding the study on the freight forwarders, it was evident that forwarders are not under direct
scrutiny of any Goverament agency except during the issuance of the freight-forwarding license.
Interviewees believe that any intervention by Governimenl agencies would surely slow down the chain's
~ lead-time with bureaucracy and red tape.

The normal daily issues faced by these agents are constant under-culling by other agents who provide a
rushed job with lesser charges. The agents interviewed felt customer should be witling to pay for good
qualily scrvices, rather than contracting an agent for so much lcss and being short-changed later.

Agents in other tegions are able Lo perform the same kind of scrvices provided by the agents in Klang
Vatley. However, they are notwell equipped in terms of cold trucks.

The lack of any agency or associalion set-up to monitor the well being of the freight-forwarding agency is
also an issue, There is an Association of Forwarding Agents al Pont Klang {AFAPK) but in enquiring on
the association’s operations, it was understood that the association was only sel-up during the currency
crises in 1998 to look into the 15% - 25% drop in imports and slow growth in cxport markets at that time.

Freight forwarding ageats are also affected with debt collections. AFAPK had (o act as mediator to assist
niembers in collecting long outslanding debts. Other than the occasional awareness class, the Asseciation
has not planned many activitics.

d) Growth Prospecl

Growth in this segment of the chain is huge and is expected to grow in folds in the coming years. A

monitor agency, therefore, is necded to bring together the process of oversecing and monitoring the chilled
and frozen food freight-forwarding industry.

4.3.4  Support Service Providers

The support service providers could be categarised into 2 groups:

. Transporters — includes Container haulers and In-land transporters
. _Cold Storage Providers '

This segment is like engine oil on a piston engine in motion. lis luidity and cfficiency provides a smooth
ride without any wajor breakdowns. Support service providers make the vital tink of bringing foreign
- supply 10 the doors of the local food manufactlurers and alsa to ensure that Ihc vatue-added food produces
"gel to the right p!ace al the right time with the right amount.
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The transporters and cold storage scrvice segments are explained below:
a) ‘Fransporless

[deally chilled and frozen food should be transported and distributed using thermally insutated vehicles or
containers that afe equipped with appropriate refrigeration systews for maintaining desired temperatures.
However, due to cconomic or logical reasons, the local distribution network generally uses less coslly
methods to transport chilled and frozen foods. For example, when detivering within Klang Valley, chilled
vegetables are’ sometime (ransported in ambient temperature vehicles or at- best, vehicles with air
conditioning facilities. - :

Vulnerability of chilled and frozen product 1o temperature rise depends on the mode of transportation of
the food item. In the local distribution network, road tiansportation is one of the major transportalion
mode. Locat transporters normally do not praclice lemperature measureient system as it is not required by
the local consumer or regulators. .

The following sections describe the container haulers and in-land Gansporters segments:

{1) Confainer Hauleis

The hauliers ace the container operators who operate in seaports to facililate the toading and unloading of
contdiners from carge ships coming into our ports {sea freight accounis for 86%-90% of the total imports
of RM248,870,000 for 1999 (source: Depariment of Statistics). They also facititate in the pulling of
containérs to and from cold stores and food processors plants. :

Conlainer haulers are controlted and licensed by the Transport Ministry. These haulers service the links
belween the international shipping liners who bring cargo in and eut of Malaysia at the three main ports

(Pasir Gudang, Port Ktang, Penang).

Only five companies are licensed to operat¢ as container haulers in Malaysia (refer Table 4.8).

Table 4.8 Container Hauters in Malaysia

Company Location |
__{Head Office)

Kontainer Nasional Peialing Jaya

Konsortium Logistik Bhd Petaling jaya

Multimodel Freight Sdn Bhd Petaling Jaya

Diperdana Corporation Bhd Port Ktarig

MiSC Iaulage Services Sdn Bhd . Port Klang

Source: DEMC Industry Sunvey

Al of these container hauters operate throughout the countsy. The forwarding agents (whb play the role as .
project shippers) do bookings for these haulicrs to haul the cargo (container) to and from the ports 10
specificd locations. ' ' g

{(2) En-Land Transporlers

The in-land transpotter is a sort of distributor who services the various geographically located food

processors alt over the country. The food processors would contract the in-tand transporters to send and
receive the value-added food produces to and from either cold stores or ditectly to their CONSUMETs. '
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Transportation providers are trading partners with traiters and prime movers that move chilled and frozen
food from point A to B. According 1o statistics from Lembaga Pelesenan Kenderaan Perdagangan
Semenanjimg Melaysia, a tolal of 248 licences were issued for eperaling refrigerated trucks during the
peiiod of 1990 to 1999,

Number of Refrigerated Trucks Licences

Table 4.9

Year No. of licence
1990 32
1991 3
1992 8
1993 9
1994 206
1995 42
1996 66
1997 41
1993 . 10
1999 1
Total 248
Source: Lembaga Pelescnan Kenderaan Pemiagaan Scmcnanjung Malaysia

The key playess in this segment and their capacity are listed in Table 4.10 and Tahle 4.1 respeclively.

‘Table 4.10 In-land Transporters
Company - o I.ocation
Sanjungan Sckata Sdn Bhd Bafakong
Sin Kang Sdn Bhd Cheras
Sit Tatt Sdn Bhd Kuala Lumpur
G-Force Sdn Bhd Shah Alam
Aman Freight Sdn Bhd Port Klang

- Source: DKMC Tndustry Survey

Table 4.11 Types of Cold Trucks Owned by the Tra nsperters

. Total Total

| 35 810 20 40 trucks capacity

_ _ Melric ton Units Meilric ton
Sanjungan Sekata Sdn Bhd 20 6 26 290
'[G-Force Sdn Bhd 8 22 10 40 920
Sin Kang Sdn Bhd 10 40 25 25 100 945
- |Aman Freight Sdn Bhd s 16 54 30 | 440
Tetat . -~ 15 84 58 390 196 - 2,595

. Source: Information atiained from Logistic Managers from the respective companics

- According to I'hc"'(}en_'e'r'ai hfahager' of one of the companics identificd above, the four transporters above
command approximately 60 percent of markel share of business in the chilled and frozen food industry. -
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(3) Supply Chain Integration

These transport operators use trucks ranging from 1-ton to 40-ton refrigerated trucks to manage the clicnt
base all around the peninsular,

During the study, it was gathered that more and more food processors have their own refrigerated trucks,
and would outsource these transporters during high seasonal demand when their own cold trucks are not
able to transport the goods.

In-land (ransportation operators are conlracted on a short-term basis only when their customers face
transportation shortages. These instances rarcly happen because most of the in-fand transporters prefer
long-tcrm contracts (six months at least). Customers also prefer long-term conlracts, as there are more
discounts and lesser problems in getting scrvices when needed.

The following Tablc 4.12 lists the major cost drivers that are tabled in a contract to a customer:

Table 4.12:  Major Cost Drivers

Cost Drivers Estimated Rate of Charge
Expenses:

Wages of Driver RM3R0.00 per person * 2.5 person30 trips per month
Driver Comtnission - 1 person gets RM 150 per trip
Administeation Cost Est. RM900/30 trips per month
Truck Bxpenscs:

Dicscl 0.65 cent per every 30Km

Toli Charges Whenever applicable
Loading/Unloading RM10.00 per teip

Parking Whenever applicable

Tyre 1.1 cent per every FXOKM
Repair & Maintenance RM3,000 per month

Other Expenses:

Mobile phone for Driver List. RMS00 per month

Source: DKMC Industry Survey

The above cost structure is applicable to all cold trucks with tonnage capacily ranging from one-ton to 10-
ton. [t should also be noted that the above cost rates are an estimate given by onc of the major in-land
transporter in the chilled and frozen supply chain. -

4 Issues

During the study, it was also gathered that transportalion companies do not have enough market share to
sustain for long in this business. Competing with other niore diverse service providers, such as freight
forwarding agents (who provide transportalion services as valuc-added services), makns nl difficult to
penetrate let alone gel new busincss.

According to one of the lran‘:porlalmn opcrafor, Ihcy arc left with only a smalt market share to compete
among other transporters while the rest are snapped up by freight forwarding agents. So these transporters
have no choice but (o either adopt newer serviees {e.g. cold storage) or work on parinership programs to
combine businesses {Yokohania lransporters are working-oul a program with Iglo Sdn Bhd lo provide an
integrated »alue-'idded scrvice).
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The transporters claim they are treated unfaisly by their suppliers, cold-truck builders, and also by the
markel, '

Since the Government centrols the cold-truck builder's licensing, not many companics are given the
licensc to operate such a business in Malaysia. The Gavernment also had net established a cciling on prices
for these newly built cold-trucks, and therefore, this small group of suppliers charge very high prices for
newly manufactured cold trucks, According to one of the transpost operators, much cheaper and more
technologically advanced cold-trucks can be purchased from abroad but as per the Government's
regulations, imports of these equipments are not allowed. Transporters are IRt to pay a high price for
something that could be purchased for a lesser price.

On the other hand other bigger freight forwarding agents who can operate on a much wider scale take up
the transportation market, which inakes food processors more inclined to hand their contracts to the freight
forwarding agents.

b) Colad Storage Providers

The cold stores play a role as bufler stockholders for the food producers. Buffer stocks would include raw
food imports and also vatuc-added food products. These service providers arc seught after when food
processors run out of cold storage space. Other occasions when these stores are used are when forwarding
agents import goods Ttom foreign supplicrs.

Most of this business segment’s operators are specialized third parly supplicrs. As mentioned earlier, these
service providers are sought afier when foed processors run out of cold storage space or when forwarding
agents import goods from foreign suppliers.

During the study, it was undersiood that these operators want to be called “Multi Temperature Control
Facilities Operators” because most focal operators can vary the temiperatore according to the needs and
specificalion of the food products stored. They are able to achieve leniperatures ranging from 420°C to -
36°C at their cold store facilitics. - (

The following are major cold storage providers:

Table 4.13 Cold Storage Providers

Cempany - [ Lecation
G-Force Sdn Bhd Shah Afam
Silt Tatt Logistics Sdn Bhd Kuala Lumpur
Taimadain Bonded Warehouse Sdn Bhd Port Klang
Iglo (M) Sdn Bhd Port Klang

Ng Kee Cold Store ' : Klang

Folin Food Processing Sdu Bhd ' Petaling Jaya
Forever Fresh Coldstore "i'echnology Sdn Bhd Shah Alam
Subang Coldrooms Sdn Bhd | Subang
Selayang Cold Storage Sclayang

Soutce: DKMC Industry Survey
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Within the last few years most cold storage operators (Muls Tcmpc;aturc Control Facititics Operators)
have invested in modemizing their facilities. Cold room concepts in Malaysia involves lwo kinds of
facilities:

. Bulk cold room
* Pallet cold room

Bulk cold rooms were used during the past where the packed food products are stacked up in the cold
stores. There were no racking shelves available and food was casily damaged. At present there are some
cold store providers who still use these facilitics, trying to attract customers with their low sent,

Mote modern pailel cold reoms are being buill with a racking system that is much neater and very
organized. Walk-in Iift trucks and reach trucks are used to stack up goods on ISO pallets (1.2m by 1.0m).
These pallets arc then stacked on deep shelves that are four rows high. Iglo Sdn Bhd at Port Klang build
such an entire complex and are renting oul spaces for impotters and exporters of chilled and frozen food.

Some of the piominent services provided by the cold store emphasised maximum privacy and securily,
where rooms can be rented on a dedicated basis. Som¢ cold store operators offer individual cold rooms
ranging from 15'x13'x12" to 30°x$5'x #4” and individual refrigesated rooms from as small as 500 sq .

One of the specialized cold room service provider situated at the Poit Klang operates from 2,000 sq ft to
30,000 sq ft of refrigerated rooms. They also provide individual rooms that can be bonded of non-bonded.

The following is the estimated cold room space available for commercial rental in Klang Valley:

Table 4.F4 Es!iniated Cotd Room Space Available in Klang Valley

e

Cold reom operators Cold room space
' Sq. ft.
Konsortium Logistik Bhd 110,000
G-Force Sdn Bhd . 80,000
Sitt Tatt Logistics Sdn Bhd 60,000
Tamadam Bonded Warchouse Sdn Bhd - 50,000
Iglo (M) Sdn Bhd 40,000
Ng Kee Cold Store 40,000
Folin Food Processing Sdn 3hd 40,0600
Forever Fresh Coldstore Technology Sdn Bhd 30,600
Subang Coldrooms Sdn Bhd 25,000
Selayang Cold Storage o 20,000
Others* _ 196,250
Total - - 591,250

Note: ¥ Extrapolated. The industry surv: cy mdscah.d that the 10 cold room 0pcrarors combined cold room spacc is
cstimated to be approximately 80% of the overall market size in Klang Vallcy.
Source: Information attained from Logistic Managess from the respective companies

These cold store operators have the facilities and syslems to cater 1o the smallest consngnmen(s and the
largest projects. Currently, the average cold store operates on’ niore lhan 1,600 sq N of lemperalure
sensitive storage. _ ‘
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Freezing and chilling stores are charged on a different rate. On an average, a large cold storage space
would be charge RMS,500 for ficezing and RM4,800 for chilling services. A smalt cold storage space
could go for RM2,000 for freezing and RM1,800 for chilling.

The major revenue driver in this business segment would be the space that is reated by the cuslomer. The
following Table 4.15 shows the industry®s average price structure of a cold store provider:

The following are the average price structure of a cold store provider:

Table 4.15 Average Price Structure of a Cold Storage Provider

Size Freezing Chilling
(in feet) {RM pey Calendar {RM per Calendar

| ___Month) _ Month)

- | Large: '

x15°x 14 5,355.00 4,725.00
3 x 1% 12 4,590.00 4,050.00
PARI S RS P 3,401.00 Mol available
Medium:
20 15" x 12 3,913.00 2,833.00
2558 x 12 x 12 3.021.00 2,754.00
Smalk: : C
15'x 13 x12° | 2,006.00 1,872.00

Source: Information attained from Logistic Managers from the sespective coinpanics

Each of the cold stores places great emphasis on quality of service. One of the cold store service providers
provide specialised staffs trained 10 handle all types of temperature sensitive cargo to mnanage all available
cold slorage facilities.

Most of the established cold stores have multiple chillers to avoid overstraining any patlicular unit that can
fead to unforeseen breakdowns. Backup generators are also installed to easure that there is no disruption in
power supply.

) Supply Chain Integration

~ Exporters and impoyters would normally use targer cold store operators who situate themsclves at the ports

beforé or aler clearing customs. Smaller cold store operators have located themselves closer to the food
- processing company lo caplure the ‘spill-over’, which describes a situation when the food processor
~ temporarily runs out of slorage space. '

When the products first ammive at the Multi Temperature Conlrol Facilities, they are normally packed in
cardboard boxes. Operaloss would nonnally wrap food products in the boxes using streteh wrapping
technique. The cntire load of food products brought into the store is segregated in pallet loads and strelch
- wrapped. This is done in order to maintain constant temperature throughout the load when the producls are

- stored in the facility. These wrapped pallet loads are then stacked up on racks in a blast freezer to freeze

 the products to -20°C in abott 30 minutes. Onice completed, the load would then be stored in a cold store
*within the facility. - B ‘ ' - _

" In Malaysia, all nijor playérs use the latest technology to managg these operations. Equipments like dock

teveller and comipoterizéd stacking systems are used at storage facilitics at Port Klang {e.g., Tamadan Sda
 Bhd&fgleSdnBhd). . :
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2) Issues

Normmal issues faced by all the cold storage operators are the maintenance of the cold stores. As mentioned,
some of the local cold cabinet buitders use low quality panels {o construci the cold store. This in lime
would start to rot and leak oul cold air, which is gencrated inside the cold cabinets. Operators face high
operational costs due to poor quality pangls.

The foltowing are some examples of operational costs:

. Refilling air-condition gases frequently

. Paying higher utility bill

. Paying compensalion on damaged goods

. Empanclling using the same low quality material

4,15 Feod Service Providers

The food service providers mainly comprise fast food chain operators and caterers and are desciibed
below:

a) Fast-Food Chain
The fast-food industry in Malaysia is now werth approximately RM900 million a ycar and expanding
(source: Malaysian Business, fuly 16, 1998). As shown in Table 4.16 there are about 716 fast food outlets

in Malaysia.

Table 4.16 Nuntber of Fast Food Qutlels in Mataysia 2000

B Companies Number of Quilets
KFC 2717
Pizza Hul 74
Ayainas (under KFC) 52
McDonald’s 140
Burger King 7
A&WY 47
TAZA 6
Mamy Brown 15
Kenny Rogers 18
Shakey’s Pizza 20
Total 716

Source: tnd uslryﬁ ey

The fast food industry is dominated by KFC toldings, which together with its other food services
subsidiaries, cover approximately 56 percent of the niarkel share, followed by McDonald's at 30 percent.

The recent Ringgit’s depreciation reduced profit margins for fast food services. For the chicken industry,
the main factor is the cost of food en sale. With the econoimy recovering, prices have gone up by as nwuch
as 10-15%. For example, the price of K¥FC's Snack Plate meal rose from RM 5.30 to RM 5.95 while the
price of its Dinner Plate meal jumped from RM 6.60 to RM 7.95. Being the key player in the fast food
industry, KFC Mataysia still ranks the sccond lowest in terms of prices anong all the KFC outlets in the
ASEAN region. Expanding fast foed and retail outlets has definitely contributed to a greater demand for

value-added mceat products.
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The range of products used by fast food restaurant are breaded chicken parts, nuggets, patties, sausages,
marinated chickens, sauces, spices blend chicken, satay, and chicken balls.

b) Caterers

Caterers are another key player in the food service sector. Airline caterers such as MAS Catering and
KLAS are the big consumers of chilled and frozen food. Turmover of the imajor airline cateress are about
RMS6 million per month. The main items purchased by these airlines caterers are processed meat, frozen
snacks, frozen food ingredients and vegetables, and frozen seafood.

Potential institutional buyers of chilled and frozen food are holels, schools, hospitals, and Goverament
Agencies.

The hotel sector consumes only a small pottion of chilled and frozen food. The catering activities in other
institutions such as schools and hospitals are usually tendered to independent caterers. These caterers
aormally use a lot of “fresh” or unprocessed foods lo prepare the required meals. There is preseatly no
centralised caterer to support the instilutional buyers.

Qur survey with the caterers revealed that operators are willing (o use minimatly processed vegetables and
ingredients in their daily operation in order to reduce preparation time and labour werk. Currently, it
appears that there are no suppliers able to supply minimally processed vegelables and food ingredients at
the quantity and quality required by caterers.

43.6 Retailers and Distribu(o_fs

Chilted and frozen foods arc normally distributed through the hypermarket and supecamarket chains, The
growth of this retail sector serves as an indicator of the growth of the chilled and frozen food industry.

In Malaysia, it is estimated that the number of retail outleis especially the new retail oullet concept of *one-
stop shopping mall’, is increasing. There were 22 hypermarkets and nore than 100 supermarkels in
Malaysia in year 2000, excluding small retailers.

Table4.37  Number of Hypermarkets / Supermarkets in Malaysia, 2000

Companles Number of Qutlets
Makro 8
Carrefour 6
Gianl 8
Tops 39
Jaya Jusco ?
Haock Choon 15
Ocean 8
Fconsave ?
Billion 20
X-tra 4
Tofa} 122

Source: Industry Survey

Supermarkets are dumping grounds for a wide variety and brand names of frozen and chilled meat pouliry
and seafood products. In addition, established supermarket chains and hypermarkcls are retailing a wide

range of locally produced ready to cook finger foods.
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For a small size supesmarket, sales of chilted vegetables and fruits is about RM 120,000 per month with
tomatoes, carrols, some green vegetables, oranges, apples, and grapes among the popular items. Sales of
frozen food products, such as frozen vegetables, meats, snacks, meat and seafood are about RM124,000 to
RM 140,000 per month while chilled seafood products account for approximately RM10,000 to RM12,000
per month duc to supply constraints. Sales of chilled chicken and meat is about RM44,000 to RM60,000
per month and non-halal meat is about RM 17,000 per month. Japanese type of foods (normally in chilted
form and some ready-to-eat) rings up sales of about RM40,000 to RMS80,000 per month. Total sales of a
small size supermarket is about RM200,000 to RM400,0600 per month. For comparison, a larger
supermarket is about RM 1.5 million per month (inctuding other non-food salcs).

According to the retailers interviewed, fresh vegetables and fruits (local fiuits), chilled vegetables and
fruits, frozen vegetables (mix vegetables, french fries, potatoes) and processed meat and seafood (chicken,
beef, nuggel, sausages) are among the high potential products. Haram food products are not as popular and
their shelf space allocation is minimal.

Retailers usually deal with several main suppliers per category to avoid supply shortage. Upon receiving
the products, retailers will check the chilled and frozen products. 108% checking is carried out for
perishable products (chilled foods) and about 70% for longer shelf-life foods (frozen foods). Retail stores
use standard chillers and freczers to display the products. Space allocation for chilled and frozen foods
depend on the store’s space. The medium and large-scale retailers usually have their own cold rooms
separated for halal and non-halal foods.

Retailers normally buy in big quantilies and some retail price is pre-set by the suppliers. The gross profit
margin of retail sales is between 10-30 percent. The gross profit margin for the various segments are 15-30
percent for focal products, 15-25 perceat for imporied products, 1S percent for fresh vegetables and fruits,
20-30 percent for processed meat, 30 percent for chicken or ineat cut, and 15-20 percent for value-added
processed food.

In terms of food handling, the staff is normaily trained in house either by their head office, supervisor or
the expericnced senior stafl. The cold chain, however, often breaks during toading and unloading of goods.
When goods leave the warehouse or arrive at the retailer's sile, handlers/transporters would switch off their
electricily power Lo save on cosls.

The study team conducted a r¢tait audit to assess the range of chilled and frozen foods available in the
market. Refer to Appendix 6 for selected retailers and their product’s range, purchase and retail prices.

Cold soom

Cold truck
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CHAPIER S

INSTITUTIONAL SITUATION

The chilled and frozen food industry in Malaysia is al an infancy stage. Most players who are actively
involved in the industry are mainty small and medium-sized companics excepl those in the frozen seafeod,
poultry, and meat industrics. Most of these small and medivm scate players have Hnited funds and skills to
expand their praduction and matket. The Government trics to assist these SMls ta improve and lo facilitate
the growth of the indusiry such as providing various suppont progranunes for SMls inctuding thosc in the
chilted and frozen food.

5.1 Related Agencies and their Major Roles

There are several Government agencies that play signilicant roles and have direct or indireet impact on the
chilied and frozen food industry. The following are the main roles of the relevant Government agencies in
iclation to chilled and frozen food:

a) Ministry of Agriculture {MOA)

. Increase income of farmers, livestock breeders, and fishermicn by increasing output from
agricultural, livestock and fishery activities through cflicient usc of the nation's resource.

. Incicase food production for domestic consumption and for export as well as te" diversify
agriculiural, fishery, and livestock activities, seizing domestic and overseas markel aopportunities.

. Increase fann productivity and create small and medium agro-based industrics. One of the main
hindrances of increasing the supply of food ingredicats and chilled and frozen food is the tack of
expertisc and skilled farmers. The Ministry of Agriculiure has carricd out projects such as Group
Farming Project and Farm Family Devetopment to address this issue.

. The purpose of the Group Farming Project (1984) was to Increase fann productivity and farmers’
income through large and organised crop development and as such, capilatise from the cconomics
of scale.

» The Farm Family Development aimed to create small to medium scale agro-based industrics

through the development of foed processing and ageicullure crafls projects. Upgcade the farm
family’s quality of life in an efToit to balance cconomic development with social development.
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The following arc departments under the MOA:

()

Department of Fisheries

Dev elop and manage the national fishery sector.

Bring about changes in the country’s fishery scetors s0 a5 Io operate ina Lonnnercmi modern, and
progressive way (o ensure adequate supply for the nation’s need.

?ederal Agncullural Marketmg Aulhonh (FAMA)

Promote Malaysian agricullure-based products to the domestic and overseas 111arkel through
campaigns, exhibitions, and consullmg services,

Under the 7% Malaysia Plan, FAMA has been allocated RM92.1 million to 1mpTcmcnl its strategy
and carry oul programs to a"\SISl the country to improve the markel for agncullure produclc.
FAMA’s strategy under the 7" Mafaysia Plan is to achieve the following:

(i)  Ensure Malaysia is self sufficient in food t:upply, and produces high quality food qafe for
consumpiion

(i) Improve distribution network efliciency

(iiiy  Improve food supply chain eflicicncy

(v)  Improve local food producls competitiveness,

) Increase local and international markets size

(vi)  Developthe food manufacturing sector and dow nstream of the food industry _
(vii}  Jmprove market dev e!opmenl of fresh agnCul(uml products and agricullure based- products _
{vii1) Mawmse the return for fanmers and consumers :

“The follm\mg arc some ef lhe c\chlb:llons FAMA parummmd m and pmmoied Malays:an

products:

(i) Ro) al Agncu!lmal Show in England
(ii) Anuga Fair in Gernany

(i)~ Saitex in South Aftica

‘(iv}  Sialin France

{v) Malaysia Weck Shar;ah UAE (Royal Agnculiuu Show 1996)
(vi) Shanghai I° air i China '
(vii}  Waregem in Delgium
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Malaysia Agriculture Research and Bevelopment Institute (MARDI)

Provide related - technical, comunerciatisation, and enfreprencurial development services. A

statutory body mandated te undertake rescarch scevices in tropical crops {cxeept oil patm and

rubber), livestock and fooed.

Improve product quality, production processes and technology to assist the growth of the industry.
MARDI is one of the key Gavernment agencics, astde front MOA, that conducts R&D. The
following arc the types of R& D carried oul by MARDL:

(%  Technology development for food and agriculture produch such as Omega-3 cgg fonnula
and for Pressed Foliage production

- (ii) Food and industrial crop sesearch

(iii) Livestock rescarch

(iv)  Food technology fescarch

(¥) . Strategic, environment and natural resource R&D activitics
(vi) - Economic and technology management R& I activ llnes

(vii}  Aquaculture product research such as fish brcedmg, pmwn culivre, genehcs, and
: baolechnology : :

MARD_I als'o invites Cnlrebfekleuré, venture ¢apitalists, and investors to explore the possibilities of
commercialising rescarch findings. This includes frozen complete meals, packaging and handling
system for prawns, probiotic mllk bcxerage snacks from uber Nours, -md valuc-added agncuitural

product%

Other Facitities lhal MARDI oﬂers o tmpm\c the agriculture and flgncu!iura haecd and food

. 'mduslnc's are:

(i) f\nalyucai Laboramry Seeres '

The n‘ram-purpose is to.prov_ldc_food_analysis service (including testing in géncral, physical

condition, fat and oil, préservalives, balat elements, nuotrition clements, vitamins and

miccobislogical), quality assurance, and agricultural analysis.
iy 'Ent'repr'e’neu:r Dé\-'e!dpme'm' in Food I’r’occssing

: Food cnlrepreneurs can acce&s lcchmcal and busmes‘: mfonnallon an ihc food mdu«:lry, and expeit
- techmca! services. :

: Consultlng and pr()JecI managcmcnt sen'lces undcrlaken such as:

: .‘(i_) - l)culopcd HAC(‘P plan for fmzcn 1qu1cullurc producl

(i} Set-up ofa rcady “to-cat mcals processing plant i in Johor ‘
SR {111 B ‘De\cloped HAC(‘P p!an for frozen seafood produc(s o
. -'(i\'.')_-.—'_' Conducted rﬁ‘aSlbllii)' study and téchnical assislance on seltmg up fm?cn :eafoﬂd produds
W) B l)ev;sed HALCP phn for l‘m;cn <cafood produds

o MAR[}] al__s_o p:_oyidcs'lminum il’t_fre_]a!i(_)n lo__agri_ctrlllurrc and food. -




)

b)

Federal Land Development Authority (FELDA) -
Improve settlers® quatily of life with dedicated and eflicient land management whlte contributing
towards the Nation's Vision of increased productivity.

Ministry of Inlevnational Trade And Indusiry (MIT1)

Develop the country's industries and formulate industrial plans such as the Industrial Master Plan.
These plans include the improvement of agticullure and food sectors.

Review liscal and non-fiscal incentives.

The foltowing are deparlments under the MIETI:

(N

@

The Malaysian Industrial Development Authority {MIDA)

Promote and co-ordinate Malaysia’s industrial development.

Process applications for manufacturing licenses, and incentives for projects including the chilled
and frozen food industry,

Royal Customs And Excise Depariment

Issvance of licenses for finpor / export of item listed in the Custom Prohibition of Import / Lxport
Orders under the Customs Aet 1967 including thosc related to the chilled and frozen foed.

"~ Majaysian External Trade I)ei‘clopment Corporation (MATRADE)

Provide trade-related information for Malaysian exporters and foreign importers.

As an external trade promotion arm of MIT1l, MATRADE has being organising and parlicipating
in foreign trade exhibitions and promollom Tabh: 51 shows a few food-related trade fairs
organised by MATRADIE.

MATRADL also organises seminars and “orkshops to update and familiarise Mataysian exporters
on various frade related matters such as the ASEAN Joint Investment (Pronotion Mission to
Japan), and participated on several Trade and Investment Missions to (ahfomn Oregon and
Calorado, and Romania. ‘

Smal And Medium Indusirics Developm{-ﬁl Carporation (SMIDEC)

Promiote small and medium industries’ dewlopmenl ihrough advlsory scrvices, fiscal and {inancial
assislance, ml‘ras{mctun. facilitics, inarket access, and other support programs

Foster linkages between SMis and large companies and multmatmnais (MNC‘:) to develop
business nctworks including chifled and frozen food players who mainly fall in the SMls ca(cgory
The Industrial Link Programme has been carried out to fulfil this ObJCClI\‘
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Table 5.1 Examples of food-related {rade fairs erganised by MATRADE

Exhibitions : Product (.mup

The 1* SIAL China, Beijing China e Beverages, dairy products, preserved foods, food
ingredients, confectionery, biscuils and  pastry,
fresh and dry food, vegetables, diet and biological
products, fresh poultry and meat, frozen and fresh
processed food and fresh and frozen seafood
product

Ethnic Food 2000, Birningham, UK o [Fthnic (non-Furopean} food and beverages
products including -~ sauces, confectionery, food
ingredients  (spices, curry powder, pastes and
accompaniments), frozen food, chulneys, snack
food, mcat, noedlcs, pickles, ready-to-eal meals,
fruit juices, soft drinks, fresh, canned and dry feod,
“restaurant  and  catering  products and  food

) packaging materials
'lnk_erna_tional Exhibition of Food & _ ¢ Dclicatessen, cured meats, fresh meat and offal,__q
Beverages Exhibition — Sial, Paris, France fresh poulyy and game, fresh fruit, vegetables and

dried fruits, alcoholic and alcohot free beverages,
organic health Food and children's  products,
preserved products,  grocery products,
confectionery, biscuits and pastry, ftozen products,
fresh seafood, food ingredients and dairy producis

Fine Food Australia 2000, Mclbourne, * DBakcry, confectionery, dairy, drinks, meat, and
Auslralia . seafood

¢) Bank Pertanian Malaysia (BPM)

. Play a key role in funding agricultural project in Mataysia. BPM provides a range of banking and
financial services to meet customers’ necds in line with national development

- d}) Central Bank of Malaysia (BNM})

¢ Promote monetary and financial stability and foster a sound and progressive financial sector.
+  Tacilitate the :grdwlh of industries by prov iding necessary fném?al support such as Fund for Food
' ‘and” Export” Credit Refinancing ¢ hcme (ECR) that aim to makc Mataysian producls mere
compelime overseas.
e 'Road Transp()rt Depar!m.ént

e Provide -:erﬁces' in matlers pertaining 16 vehicles and driving licenses and enforcing the Road -
__Transpodallon Aci 1987 (o ensure competent drivers and safe vehicles. This includes licenses
issued fo transport companies, which use cold trucks to carry chilled and frozm food.
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S2 Frade Associations In Malaysia

Broadly, food manufacturcrs in Malaysia belong to one or more of the many umbrella associations where
common issucs, especially commercial and legistative issues of the industrics, are brought up for
discussion. The association with the biggest sepresentation is the Federation of Malaysian
Manufacturers (FMM) with a membership of about 240 food-based companics. Another association, the
Malaysian Frozen Food Processors Assaciation, looks afler the seafood industrics. For importers of
frozen meat, there is the Meaf Imperters® Association. The small and medium industries could also seek
assistance from the Small and Medivm Industry Development Corporation {SMIDEC) and SMI
Consultative Commitlces.

a) Federation of Makaysian Manufacturers (FMM)

FMM, as the association is commonly called, was cstablished in 1968 and is the largest private seclor
economic organisation in Malaysia represemting over 2000 manufacturing and industrial service companics
of varying sizes. [L is the recognised and acknowledged voice of the industry with a membeiship of 243
food manufacturers. Under this main body, there are various Industry Groups that look after the interests of
cach specific sub-sector. The following are sub-sectors in the food group:

. Malaysian Food Manufacturers Group (MAFMAG) — 46 members
. Botiled Water Group (MAFMAG CMG)
. Malaysian Food Canners’ Association (MFCA) — 15 members

The following are the chilled and frozen food manu facturers who are members of the FMM:

Sinmazh Food Industrics

»

U Tee Yih Jia Food Manufacturing Sdon Bhd

] Sydney Cake House Sdn Bhd

. MacFood Sesvices (M) Sdn Bhd

. KG Pastry Manufacturing Sdn Bhd

. Ayamas Food Corporation Bhd

. Ramly Food Precessing Sdn Bhd

b) Malaysian Prozen Poed Processors Association

The frozen food indusiry has its beginnings in carly 1960. At that time, there were few factories and the
export volume was low. By the late 60s, more seafood companics catered the scene and the compelition
increased. In view of the industry's growth potential, the Malaysian Frozen Foods Processors Assaciation
(MFEPA) was formed in 1970. The objective of the MEFPA is to bring together all frozen food processors
so that they have morc bargaining power and can protect their interests, both tocally and abroad.

Members of the industry continuously strive to ebtain a larger share of the world markel through product
enhancement, improved product quality and markeling strategics, as well as competitive pricing.

Encouraged by the support of the Malaysian Government, the industry has been expanding rapidly since
the carly 1990s. Malaysian frozen scafood has maintained its sirong prescnce in Burope, Australia and
Japan. it has also successfully penclrated non-traditional markets including China. At present, Molaysia
supplies approximalely 1.5 to 2 pereeat of the world’s seafood. This peicentage, small as it may seem,
translate into a vast potential for growth. With a good track record of growth and given the dynamism of
the membets, the frozen seafood industry is poised (o he one of the dominant players in the Malaysian food
export industry. : ' :
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During the current cconomic slowdown, several industrial sectors faced hard times but the MEFPA
members were largely unaffected. Confronted with a reduction of cxpott credit facilities, a weaker
cuirency, possible export bans, and aggressive competitors from around the world, MEFPA mcmbers stifl
maintained their compcetitive advantage. As a sesull of their eflorts, the industry is intermationally
recognised with stronger exports and a steady, uptrend inflow of foreign currcncy.

By coming together vunder the MEFPA umbrella, members show their willingness (o co-operate and
importanily, their level of maturity. The MIFFPA can continue (o play a key role in ensuring all seafood
products for export are of world standard, with full assutance of hygicne, good manufacturing and
comniereial practices.

<} Malaysian Mceat Importers Association
This association was established in 1995 and has a membership of 24 companics. Although the main

products imported are meat and meat-based products, other products include chilled and frozen vegetables.
The following are the top five member companices in teams of annual turmover are:

. Lucky Frozen Sdn Bhd - RM70 million
. Fatrick Sdn Bhd, - RM30 - 60 million
. Ng Kee Cold Storage Sdn Bhd - RMS50-- 60 million
. Angliss Food Sdn BBhd. . RMSS wmillion
. Pok Brothers Sdn Bhd - RM40 - 45 million

The products come mainly from India, Austratia, New Zealand, US, EU countrics, and are calegorised
into:

(1) Commodily products

. Indian Beef

* Mutton
* Beef Oftals
. Vegetables

(2) Fine Voods

. Chl!ied beef, mcludmg beef from US which is aitflown
. Veal
. Danry products

Imported vegetables are in chilled and frozen form (50%), fresh (27%) and preserves and other (23%). O
the chilled and frozen form, approximately 15% are in frozen form, and consists mainly of french frics,
peas and mixed vegelables. : '

- The mea{ ‘husiness is compelilive and has low pmﬁl imrgms with commodity products at less than 10%
and fine foods at 15 - 13%.

168



‘The major customers of meat are: _
* Wet Markets - 65 % (mainly Indian beef) -

. Food Service tnstitutions - 25%
(Holels, restaurants, airlines) - '

’ Governmenl Instilulions - 10%
{Dcfence forces, hospitals, schools)

Supply to Govemment Institutions is via tender if the Government fins the food service establishment.
Otherwise, the deal is dircct between supplier and operator.

Most of the member companies have their own transportation vchlctes and cold storage facnhues
However, for long haul, they do engage third party transpotters.

Although there is reasonable growth in this business, competition is stiff among members with each trying
ta carve a niche for themselves. At the same time, (he big corporatlons such as McDonald and KFC also
import these products direct from the source.

53 Related Government Policics

Malaysia adopts a multilateral lradmg system that is hbcral predictable, and stable, and is cager to trade
with a large number of countrics and diversify into non-fraditional markets.

Malaysia’s main trade policy objectives are to promote and de\ elop exports of manufaclured and value-
added resource-based products. This will strengthen and cxpand Mataysia’s trade through c!oscr economtc
and trade cooperation and will progressively open the service sector to trade,

This openness has resulted in the Govemmient's review of the downward tanifT slruclure In gran(mg tarifl -
piotection, the degree of domestic raw material utilisation, level of local value-added activities and
industry technology, are taken into account. The tariff protection granted is reviewed from time 1o time to
adapt to the industry’s nceds and consumers’ welfare. :

The Government has formulated various podicies for different seetors and mdus!nes to guide the cnunlf) .

towards achicving ils goals. For the purpose of this sludy, below arc policies that currently provide
authorilies dircetions to dcvelop the agriculivre and food procéessing mduslnes‘ ' :
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a) 3" National Agricultural Policy 1998 — 2010 (NAP3)

There have been Iwo NAPs since 1984. The NAP3 steetches over the period of 1998-2010. The curreat
issues identified in the NAP3 are the increase of food import bill, which amounts to RM10 billion in 1997,
and the shortage of labour in agriculturc leading to employment of a large population of immigration
waorkers,

The NAP3 aims to achicve a batanced development between the agriculture and manufacluring sectors,
and to decpen linkages with other cconomic sectors. For example, intcgrating cattle and sheep with
plantation crops witl also increase beel and mutton production. The policy will promote futther
diversification of animal protein suitable for commercial production such as rabbit and deer.

Vegelable production will be expanded substantially to meet local demand and expotts. The policy also
emphasises quality and standards as the consumer is shifling to a diet rich in fibre, minerals and vitamins
but fow in fat, calories and salt. Therefore, the production of high value vegelables, both hightand and
lowland, using cost-¢ffective methods, will be promoted.

The NAP3 alse aims to promote Mataysia as a *hatal’ food centre tor processing, producing and cenifying
of *hatal’ food. ' ' o

The Policy has made specific plans for the various sub-scctors of agriculture (paddy, livestock, fisherics,
fruits and vegelables), industrial crops (oil palm, rubber, cocoa and forestry), new products and future
industty group (biotechnological products, speciality natural products, foricultural products, aquarium
fish, and aquatic plans), and other economic crops (coconut, pepper, cassava, sweel polato, maize, tea and
coftee). These sub-sectors are expecled to grow 3.8% a year, while the food products share in the
agriculiural GDP is expected to increase from 26.2% in 1995 ta 32.3% in 2010.

Agricullure will continue to be an important economic scctor for the counlry as a provider of foed and raw
materials for resource-based industrial development. It is believed that the Malaysian agriculture is poised
to increase its productivity and compelitiveness. :

b)  Steps Planned by the Malaysian Governnient fe Increase Food Prm!ué.iio'n (2000-2805)

This section discusses some issues pertaining to the efforts vndertaken by the Ministry of Agriculture to

address issues pertaining to the production of food supplics in the country. Among the sectors that

contribute (6 the country’s food supply include fishcry, tivestock, and crop. The following are the steps
. undeértaken by MOA 16 increase agricultiral production': : :

" U the information given here werc obtained from the Ministry of Agriculture on 10 October 2000,
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Fishery Scctor

‘Sea Fishing along Shoreline

The coltection of fish from the sea along the Malaysian coastline is expected to increase from
1,043,985 metric tons in 1998 to 1,137,100 wietric tons hy 2005. The following are steps the
Government is taking Lo increase fishery oulput: : :

0] Develop and manage sustainable fishery via licensing fishing vessels, zoning fishing

waters, creating artificiat fish sheliers (“tikun”), establishing sca parks (“faman taut") and
sea reserves {"rizab laur"), developing aquatic culture, and introducing usee-Tricndly fish-
catching technalogy.

(i)  Emcourage new investiment in fishing industry, especiatly in Sabah and Sarawak, in order

to exploit the available fish resources, in particular, pelagic.
Fishing in Decp Seas and Indernational Walers

Baséd on the potentials 65_‘ current fishery resources, the collection of fish from deep seas and
international waters (¢specially luna) is expected to increase from 131,086 metric tons in 1998 to
178,600 metric tons by 2005, This expected increase is the result of the following efforis:

(i)  Encouraged large-scale decp-sea fishing investment especially in Sabah and Sgia;vak; with
" resources yet exploited. C : '

(ii) Developed fully cquippéd and integrated fish fanding infrastructure as wel} as upgraded
- the existing infrastructure to catet 10 the need of deep-sea fishing. ' '

(i) Exploited lishery resoutees, especially tuna, from international waters in the Indian Ocean

via developing tuna fishing vessels and a fishing poit in Putau Pinang. B

Aquacullure Fishing

Production of fish from aquaculture is cxpé-ited to increase to 408,634 melric tons in 2005 from
133,062 tons in 1997. The following are ¢MMorts planned by the Governnient to achieve this target:

(@ Development of intensive and planned aquécul_lu're activilics ihal are susfainable to avoid -

any negative cffects on the cavironment. Detailed studies will be conducted to identify
potentiat fishing areas; maximis¢ the use of lakes and dams, rivers, irigation canals, guil

and lagoons; identify high yielding species of fish; rehabilitate 'é_rid: increase the natural
_ stock of fish; and prepare code of practice to develop sustainable aquaculture, o
(i)  Encourage and support commercial and laige-scale private sector participation in the
~industry particularly from the corporate scetor. . N R c
(i)  Continuous supporl given to the critical upsizeam aclivities such as fish hatchery, fish feed
 industry, and aquacultire equipment manufacturing, thfough developing aquaculture -

“infrastructure and research facilities.
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Livestock Sector
Integrated Beef Production

Efforts will be taken to produce 20,000 tons of beel annually, which will contribute toward
fulfilling about 34% of the total domestic production of beel. Sixteen areas for the cxisting
Integrated Ruminant Rearing. Projeets (PINTAR) will be upgraded and 23 new arcas will be
created inctuding in Sabah and Sarawak.

The foltowing are among the efforis to be lakcn toward achicving this goal:

(i) “Creation and provision of \elf:nnary scrvice programs it srcfevant areas
(i)  Provision of advisory and consulting services

(iiY)  Provision ol extension scrvices

(iv) - Provision of catlle breed on a loan basis ,

(v) Aiding in the acquisition ofqupplleq required by the industry

(vi) Markehng of livestock

- Zoning Diséase Free Arca

_Efforts will also be taken to ensure the livestock are free from discase. This is paricutarly

important in oider (o proteci the economic interest of the country as well as to achieve the
necessary accreditation for cxporlmg beef

The following are some suggesled activilies:

() thancc d:scasc monitoring and surveillance program

(i) Control the $pread of diseases |

(i) Carry out specific disease eradication program
(v} . Carry out rescarch in the ficld of disease diagnostics, epidemiology, and vaccines
{v) Implement rciated IaWS and rcgulali{)ns C '

_ lncubatlon Cenfre for thc Processmg of Iia!al Produc!s

An area of IOO acres walh fully eqmppcd processing plant and facilities, and mclhods of

-"_cemﬁcauon of food quahty and halal stalus, will be c-uggeslcd

The fclfo'wmg are acllvllics to suppﬁri lh:s citort:

. (i) o Prnpare lhe nccc*%sary mfraslruclun,
' ‘_(ii) _'--_Vclcrmarylnspcclion serwcc _
(i) Teclmo!ogy lransfer on producl pmceesmg
2Iv) " Halal food product certification : '
() _ HACCP and GMP ccmﬁcallon and |mplunenhlion



Crop Sector
Rice

Implenientation of a rice industey development project aimed at increasing rice production via
yield enhancement. .

The following are some activities that will be carcied out:
(i) Production of 124,060 tons of certificd rice seeds in order to ensure high yielding rice is.

. grown

(ii) Unification of rice fickds into 10,000-heclare size so that it can be economically operated
and managed ' :

(iit)  Preparation of a ricc field of 550 heclares outside the rice bowl area for planting cash
crops and rearing of tivestock in order to increase farmers’ income '

()  Implementation of double cropping of rice in 10,000-hectare rice mini estates in selected
arcas in Sarawak

v) Rehabilitation of a 10,000-hectare of rice field in Sarawak under the Department of
Drainage and Irrigation scheme : :

Fruits

Development of fruit indusiry aimed at increasing fruit production in order 1o meet local demand
and for export. Among the fruits emphasized are include slar fruit, papaya, cempedak, watesmelon,
ciku, dokang/duku langsat, durian, guava, limau, mangostéen, mango, pincapple, jackfrait, banana,
and rambultan. ' ' : :

The following are the progranis and activities that will be carried out during 2001-2005:

(i) Development of 5,000-hectare size of commercially run orchards so that (hey can be
managed effectively and efficiently. ' N

(ii) Rchabilitation of the orc;ha'rd clusters (dusun berkelompok) of about 20,000 heclates in
order to inceease productivity via the use of technotogy and well-cquipped infrastructure.

(i) Implementation of a new 2,500-hectare orchard in Sarawak.

Production of planting materials to éﬁcouiage piaqiting of high 'yiet'ding crops. The following are
among the distribution of planting materials that will be produced:

(i} Seedlings (2.9 million)
(i)  Sulur (8.7 miltion) '
(iii)  Tissue culture (440,000)
(iv)  Sceds (120kg)
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Yegetables

lmplementallon of a vegetable steategy aimed at mcna*:mg the pmduclton of vegelables to imeel
local demand and for export.

The following are among the programs and activities that will be carried out:

{i) Implementation of a commercially scaled, well-managed vegetable-famiing project in
order to increase vegetable production and yields. Under this project, 2,505 hectares of
vegelable farming arcas will be developed.

(i) Project involving planting of sclected field crops on 16,300 hectares of land such as sweet
corn, cassava, and sweel polatoes.

(i)  Production of sceds by the Depariment of Agriculture under the Field Crop and Vegelable
Seed Production program (Skim Pengeluaran Biji Benih Suyrwran dan Tonaman Ladang).
The purpose of this project is o encoutage vegelable farming while reducing the ¢ountry’s
dependence on forcign supply of vegetable sceds. Under this project it is hoped that the
country fulltt 14% of its field crop and vegetable seeds requirement.

Coconut

Development of coconut growing arca that will be implemented via replanting of high yielding
crop and rehabilitation oflef\s produclnc coconut arcas.

‘The aims of the various progmms arctoi increase anmual coconut yicld from 5,000 nuts per hectare
{0 20,000 nuts pcf hectare.

The following arc among the programs and aclivitics that will be carried oul:

() Production of 600,000 scedlings to be supplicd to fanmers

(ii) Purchase of 590,000 sécdlings from the private sector to distribute to fornmers
(i) Opeiling of a “sced garden” inorder to increase the seed supply

(iv)  Establishment of 100 units of Sced Col_fcc'lioh Centre to facilitate seed collection

(v) Implementation of 9,750 hectares of coconut arcas in Sarawak involving new programs
‘ such as replanting and rehabilitating non-productive coconut arcas

Other Potential Crops

Pevelopment of ¢ertain potential crops or commoditics is expected to help the country in fulfilling
not only tocal deimand but alse for export, Potential commiodities can also be an alternative activity
for fannets who wanl' to diversify their earning potcnlial. .

' The crops that hfwe been |denuﬁed for lhls effoﬂ include herbq ‘rafrs rvoselle” spice, cocoa,
- coflee, muchroomancl honcy ' .
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The following arc among the programs and activitics that will be carried out:

(i) Development of a 1,000-hectare herbs project

(ii) Development and planting of the following crops:

4 Roselle {500 hectargs)

] Coflec {500 hectares)

. Cocoa (5,000 hectares)
. Mushroom (25 hectares)

. Honcy (25 hectares)

Permanent Park for Food Production (Faman Kekal Pensgeluaran Makanan)

The puspose of TPKM is to create a permanent food production zene as well as to encaurage
private sector’s patticipation in food ccop production.

It is expected that 3,000 hectares of land will be dcvclopc_d for TPKM which could house 600
€NtFCPIeNcurns,

Sago

Under the Fight Malaysian Plan (RMKS), a program for sago planting ustng the mini - estate
approach wilt be implemented in Sarawak. The following are targets identified under this program:
{1) Planting sago on a 12,000-hectare land at the rate of 2,400 hectases per year.

{it) Buitding canals 568 m in length for the puipose of uUanspoiting qago trunks from
plantalion arcas to factorics for processing.

(iii)  Building sales centtes and promoting sago products in main towns,

Pepper

Under the Gight Malaysian Plan (RMKS), development of the pepper and rafus rosefle spice
industry program will be implemented with the aim of sirengthening the socio-economic position
of smallholders in Sarawak. The following are the steps to be lakem: :

(i) Helping fannces/smallholders to plant peppetfratus raselle on a commercial scale. Targel
tand arca for planting of pepper is 250 hectares.

(ii) Helping farmers/small holders (o plant pepperfratus roselle on new areas or to replant
pepper on 2,250 hectares of non-productive land.

Second Industrial Master Plan 1996 — 2005 (INP2)

The first Industriat Master Plan (1986-1995) laid down the foundation of growlh for the manufacturing
sector. Rapid growth will have to be sustained in the next decade in order to achicve the objeclive of
becoming a fully developed industrialised nation by 2020.

The Second tndustrial Master Plan (IMP2) as in the NAP3, focuses on improving compceliliveness through
s!renglhening industrial linkages, both forward and backward, enhancing valug-added activitics, and
increasing the productivily of the manufacivring scetor. I also outlines initiatives to exploit the potential
synetgy between agriculture and the manufacturing sector. The key agricultural sub-sectors identified for
development under this plan includes fisheries, livestock, fruits and vegetables, and floriculture.



The following are the IMP2's three broad objectives:

* Ensure a continued and rapid cconomic expansion through the accelerated growth of the
nanufacturing sector to meet the objeclives of the New Econoinic Policy (NEP) '

] Promote optimum and cfficient use of the nation’s natural resources through value-added
manufacturing activities

. Lay the foundation for the development of indigenous technological capability

The IMP2 mission is to commercialise the industry, cncourage joint ventures and overseas investments,
provide and promote livestock production zones, and develop agricultvral and foed induslrics.

The agricultural scctor is expected to grow at 2.6% p.a first half of IMP2 and decline marginally to 2.5%
p.a during 2001-2005 period. Currenlly, it is expected that share of the GDP will decline from 13.6% in
1995 to 10.5% in 2000 and 8.2% in 2005. This sector remains an impostant contributor to output and
growth during the period.

IMP aims to have a clear and transparent procedure for *hatal® regulalions, import and export policies; and
the establishmeat of an authoritative and globally recognised ‘halal’ cedification systems. The
Government supports the industry by providing investment, infrastructure facilitics, liberal impertation and
credit facilities.

The common objectives of the IMP2 for fish and fish products, and tivestock and livestock products are
developing high value-added products through infegration with the manufacturing sector. The tivestock
production focuses on meat preparalion, presesvation, and the packaging. For example the beef-processing
sub-sector chcompasses the range of fresh, chilled, frozen, canned and retoit pouch beef such as beel
palties, burgers, and nuggets.

The IMP2 promoles cluster based industrial development emphasising concurrent development of
supporting clusters including the scrvice sector, (o achicve a broad-based, resilicat and internationally
compelilive industry.

Industrial cluster development calls for the concurrent development of interlinked activities comprising el
manufacturers, suppliers, critical supporting service providers required infrastruciure and related inter-
dependent institutions.

The IMP2 identificd 22 industrial clusters (o be developed (inore clusters could be added later if decmed
necessary). The following are the 22 clusters classified into three broad groups:

. Internationally Linked Cluster
. Policy Diiven Cluster
. Resource-Based Cluster
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The report will focus on the third group, which is food-based. The following are the potential
clusters to be developed as outlined in the INP2:

Tahle 5.2 Potential clusters to be developed in 1MP2

Industrial Group Paotential Clusters

Agro-based and food products Fish and fish products
Livestock & livestock products -
Fruits and vegetables

Floriculture

To ensure the success of the “Manufacturing Plus Plus” concept and the cluster-based industrial
development concept, the IMP2 emphasises the development of a strong and eflicient economic
foundation, comprising of the following: :

. Human resource development

. R&D technology development

. Availability of fiscal and non-fiscal incentives

. Developnient of eritical support services

. Development of broad based supporling industrics especially smalt and mediwm industries

d)  Seveath Malaysian Plan (1996 - 2000)
(1)) Agriculture Development Under Seventh Malaysia Plan _(SMI")

Modernising the agriculture sector {e become a high valuc-added producer of food and industrial raw
materials remains the main thrust for agricultural development during the SMI* period. tn meeting this
challenge, agricultural development strategics continue lo be directed at-improving preductivity and
enhancing competitivencss by encouraging greater private sector mvolvement in large-seale commercnal
agmullurc ,

Under this broad policy framework, the public sector’s role is focused on supporting the private seclor,
particutarly smalthalders, through extension services and R&D. Also an integral past of the agricultural
development effort is the National Economic Recm ery Plnn (Nl Rl‘) to |ncrea<e domestic food produclmn
and reduce impotts,

During the remaining Plan period, the third National Agricullurc Policy (NAP) will guide agriculturat
development. This policy secks to address the challenges and constraints faced by scclors and stresses
adoption of agro-forestry and product-based approaches. l)uclc'pmcn! efforts. will continue to focus on
expanding and modemising domestic food production. ce

The Plan continues to promole the use of modern technology and manageinent, encourage large-scale and

organised agriculture and shilt agricuftusal production from mono-cropping 1o mixed farming as wel as
from moneculture to polyculture to mlcn‘:nfy land use, and i lll(‘foN;‘ productivity.
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{2) Progress of Agriculture Development uader the SMP (1996-1998)

The first three years of the SMP was extremely challenging for agriculture development. Besides having 1o
deal with constraints of labour shortage and lack of suitable agriculture land, the sector also faced
tempotary adverse circwmslances such as Bl Nino and problems caused by haze. The sector was also
burned with higher imported input prices following the cunrency depreciation. During this period, prices of
many industrial commodities were also depressed in world markets. Although the currency depreciation
increased the value of agricultural exports in terms of domestic currency, structural problens continued to
hold down preduction. In view of these unfavourable conditions, the agriculiure sector recorded a stight
decline in vatue-added over the period.

) Prospects for Agricullurc Sector under Remaining Period of the SMP (1939-2000)

In contrast to the diflicult times experienced during the review period, prospect of the agriculture scetor in
the remaining Plan period is expected fo be significantly better. The expected improveent is atlributed to
several faclors including belter prices, the oil palm sub-seclor's recovety, expansion of productive arcas
under oil palm, strengthening food sub-sector (a result of measures implemented under the NERP) and
wider adoplion of labour-saving technologics. Tn view of this development, agricultural oulput during the
reimaining Plan period is expecled to grow by 5.2% p.a. compared to the Plan’s target of 2.4% p.a.

(4} Allocation

During the 1996-1998 period, expenditure of various public agencies involved in agriculture and rural
development totalled RM6, 030.7 mitlion. This expenditure comprised 52.8% of the total revised Plan
allocation of RMI L, 422.4 million. The largest expenditure iteay was nural development, folfowed by in-
situ developmént and irrigation and flood mmgahon

Agricultural deve!opmeni during the remaining Plan period (1999-2000) continucs to be guided by the
thrusts and strategies of the NERP and NAP3. Modernisation measures will continue to be implemented to
further contribute to rurat sector development. These measures are expected 1o gencrale a posmvc growth
in the agrtculture sector during the remammg Plan period.

54 Other International Policies
The followings afe other policies relevant to the chitled and frozen food industry:
a} ~ ASEAN Free Trade Area - AFTA

The niain objective of AFTA is 10 aliract investments into regional economics, to accelerate and sustain
growth and development, synergisc ASEAN complementarilics, and optimise collaborative economic
strengths of member countrics. With the introduction of the Common Effective Preferential Tariffs
(CEPT), intra- -regional trade tariffs arc brought down to 0-5% over a 15 period year cffective 1993, ending
by 2008 (2003 for the six original members of ASEAN; Brunci, Indoncsia, Malaysia, Philippines, -
" Singapore, and Thaitand). To date, almost 97% of manufaciured, processed and unprocessed agricultural
has been mcIuded in the Common Effective Preferential Tariffs (CEPT) Scheme. For example, the highest
tariff apphcable {0 Mala)sm is on wood and wood articles at 7.0% and lowest tariff is on chemicals at
.,0 8%. :

Malaysm s target ol'lanﬂ‘reducuon to !hc Tange ofbemecn 0-5% was achicved on 90% of the products in
the CEPT scheme. S



AFTA's sensilive agricultural products sefer to the Unprocessed Agricuftural Products submitted by
membet countries whe determine what products are considered sensilive to them. The inclusion of
Unprocessed Agticultural Products in CEPT was effected on January 1, §996. The AFTA Unprocessed
Agricultura) Products are divided into three separate Yists; i.e., for immediate inclusion, temporary
_exclusion, and those considered sensitive. The products in the immediate inclusion and lemporary
exclusion lists will be conpletely phased inte the CEPT scherme by 2003. Products brought into the
tnchision and Exclusion lists will be subjecied to the same conditions as other products in the hist. As for
products in Seasitive List, appropriate mechanisms will be established to phase them into the CEPT
scheme by 2010. : ' : ' ' :

ASEAN Preferential Tarifl Arrangement (PTA) is an arrangement entered into by the ASEAN Member
Countrics in 1977. PTA offers preferential tariff tréatment to products originating from ASEAN states.

" This is to make products among the ASEAN countrics more competitive, The preference rate will be based
on the Margin of Prefercice (MOP), which is tariff preference, and an instrument for preferential trading
arrangenient under PTA wheie tariffs will be a marginally lower than the MIN (Most Favoured Nation) .
tarift rates. - ' - - : '

Ifa produci enjoys C EPT and PTA lists, traders will enjoy the tower of the two-tari T rate. With the CEPT
and PTA, imports and exports within the ASEAN region will be morc competitive with the fest of the
world.

by Asia Pacific Economi¢ Co-operation (APEC)

The raain objectives of APEC is to narrow cconemic disparities aniong member countries and increase the
participation of members countries in AFEC’s Business Advisory Council ({ABAC). ABAC presents to
teaders its report, outlines the proposal for liberalising and facilitating trade and investments. =~

There is also the Individual Action Plan (1AP), which requires member parlies to dismaml_é tariffs from
1.1.97 to achievé¢ frce trade and investment by 2020. The service regime is also retfatively open, allowing
markel access in most service areas. C AT oy

An overview of APEC’s tariff policies shows that all member-cconomics have refatively high rates of tariff
protection on theif respective processed food industries. The following lists the various food industries:

. Meat and meat products — APEC countries maintain lower tariffs for meat of sheep and horses than
meat of bovine animals and swine. The bound rates for processed mieats are geaerally higher than -
fresh meat in the APEC region. : : S '

» Fish and fish products - tariffs are génerally tow, averaging 14% for fish énﬂ ﬁs'h’p'rod'ub:i_s'. E

. Dairy and animal products - the bound rates of these products are- generally -high, averaging
s Vegetable and vegetable products — varics across commadities, ranging from as highas 45.5% o
e Fruits and fruits products — the bound rates are a range of 31.6% o 18.9%. '
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c) The Generalised System: of Prefevences (GSP)

‘The GSP is where Developed Countries grant pretercatial tecatment to eligible products from Developing
Counlries. Preferential réatment is in the form of Reduced Import Duty granted without reciprocal
obligation on the part of the developing countrics.

The following are GSP's objectives:

. Increase export earnings of preference-receiving countrics

. Promote their industriatisation

. Accelerate their rate of cconomic gn)wlh

. - Enable exporis of developing coun!ncs to bc, competilive in |hc developed countries’ market

With GSP, Malaysia eﬁjoys a preferenlial treatment in exporting ils goods to developed countries. Yor
‘cxample, Malaysia’s export of fish-based products cnjoys ‘zero® import duly in the $apanese market.

With lower tanifis and the prel‘erenhal rates, traders in the food industry will be more competitive in the
world market. - : : : o

‘d)  World Trade Organisation - WTO

The foliowiﬁg are sone gé‘ner’al.infonnalion on the WTO:

) 'leabllshcd in 1995 !‘ollowmg the Uruguay R0und of General Agr;emenl on Tariffs and Trade
_ (GATT) '

. Empowered to enforce g!obal commeree rules with the imposition of ¢conomic sanclions

¢ WTQ wles are much broader (than GATT), covering food and environmental standards, regulation

of servmes, copynghl and patent law and fann pohcy

The foliowmg are gencral pohctes of the w10: -

. Fnhance the wmkmg of lhe mulh!ah. tal trading syslcm
. Negollale and continue trade Iaberallcallon

' .'e)_ ' Intemalmnal Pohcy (.ounﬂl on Agrlcullurc, Food and T rade {IPC) .
_The followmg are some general mfonnanon on the IPC: |

‘ F()unded in |98? as an mdependenl group in !‘OO(I and 'igncullurc from 20 de\eiopcd and
devclopmg counlnes ' : .

. hmpowered o eslablash a matke( om.nlcd 'lgruullum] lradmg syslun
- The t‘ollou ing arc general polwies ol‘lhe Irc:

. .' e _'-‘Crea!e and nnplement workabfe mlemat:OnaI iradmg syelems haﬁcd on natlonal policies focu<cd
oo efﬁcaency and compchlwencss ' : -

e 'Based on !he pr{*misc thal dOlnCQlib pohcy re I‘orms Qhou!d nduée dnrécl gowmmcnt m(enenhon '
' “in markcls in order to suppor( the pfoducm)n of suﬂ'cucnl focd <upphcs at reaconablc costs



558 Avallability of Funds

The main funding schemes, incentives, and allowances are currently provided to the chilled and frozen
food industry and other supporling industries by the Central Bank, Bank Pestanian Malaysia, and
SMIDEC. For example, untit December 1999, SMIDEC approved 218 applicants for Industriat Technical
Assistance Fund (ITAF) to assist the development of small and medium-sized companies. Such facifities
are crucial for chilled and frozen food industry, as niost of the players in this industry comprise smali and
medium scale players where capital and funding are the major hindrance for cxpansion. The following arc
funding facilities associated to the chilled and [rozen food industry: :

a) Funds For Feod

The Central Bank of Malaysia set-up a RM700 million Fund for Food in 1993 0 promote investment in
food production. The scheme provides finance ata reasonable cost whete the maximum lending rate s sel
al 4% p.a. with a maxinum tenure of eight ycars. :

'b)  SMIFund

SMI fund has been set up promote new SMIs investments in sclected Secﬁtf)rs"(man'uf‘actur'ing s_ec_tot,- agro-
based industry, and seivices), and alse to assist those SMls that need more funds to improve on their
productivity for the domestic and expart market. This SM1 fund programme allracted about 50 banks and

financial institutions® participation. The amount of fund atlocated for a project can range betwecn RMS0,
000 to RMS miltion with a maximum intecest rate of 5% and a maximwmn repayment period of seven years.

c) Special Loan Schemes
() - Bank Pertanian Malaysia

Tem loans, Pembiuysan Perdagangan and Niugmwkd Tani offered by Bank ‘Pertanian Malaysia are
available fo parties interested in carrying oul agriculture-based aclivities including procéssing and
marketing. The following are specific types of loans and schemes offered: ' : '

{1 Project loan

(i)  Paddy Scheme

(i)  Pquipment Scheme
(iv)  Leasing ‘ S P

) Fund for Foml(ﬁuaa'nced by Central Bank)

(viy  Advance to Fixed Depositoss o

(vii)  larlaniLoan - L o o
(viii} MAP Schemc (Mechanisalion and Automation for Agriculture Pfdgfalil)'. SR ;

(ix)  Letter of Domestic and Credit that is issued or negotiated for all uading transactions -
involving agro-based goods or products : oo T T R



(2) SMIDEC

SMIDEC also offers qcscral schemes to SMis in the chilled and (rozen food industry. The followmg are
examples of fund*: avmlablc

(i) Financial Package for SMI’s (PAKSI)

This financial package provides sofi loan scheme for projeet and working capitat ﬁnancing The
amount provided range from RMS50,000 to RM3 mtllmn with an interest up to 5% and a maximum
seven-year repaymcnl peiiod.

(ii) Industrial chhmcal AQSISlan(‘C Fund (ITAI }

The ITAF offers assistance schcme«: to’ nratch granls lo SMis. The following lists areas and
activitics that can benefit from this:

ITAF | - consultancy and advisory services in business planning and development

ITAF 2 - improve and upgradc indigenous lechnology Ihrough the dcxelopmcnl of new producls,
_deci gns and process :

I¥AF 3 —upgrade produ-:livily and quality, and achicve interaational standard and certification
ITAF 4 — enter the expors n_larkél and énhance competitivencss
(iii) " Qualily Enhanc¢ement Scheme

This scheme is ained at assmlng Bumiputera SMls involved in manulaclunng to modcmm and
* automate in order (o mcrease qualily and productivity. - . '

856  Tax lnc'enlivés

To ﬁcnlualc lhe growth and du’elﬂpmenl of the agncullun, and agrleuilure b'lﬂf.‘d industries, the following
dcscnbes several incentives oﬂered by the Gov cmmcnl : -

a} l’loneel‘ Status
"_'Compames granted PlOHCCI’ Status arc ellher fully or pqusally exempted from paying corporale tax for

period ranging from five to 10 years. This incentive is suited for investments that involve refatively small
" ¢apital, oullay and are able to prof' t mthm a shori time, and runaln profifable throughout the incentive

- . pcnod

B) - lmeslment Tax Mlim ances (ITA)

Compames granted w;lh lhc er incenlive are gucn allowana:s up To 100% of the quahfymg capital
~expenditure (mainly expenda!ure incurred on piait and machinery excluding tand) incurred ovér a five-year

: "penod The tax ciedit can be used fo offsel against taxable incom¢ mdeli mch) into the future until the fax
- eredit is completely used. The ITA mccnmc is smlable for capltal mlcnsue pro;ccls, uhtch miay not be
- :_proﬁlablc in thc mmal years. - : : : _



<) Relavestment AHowances

This is given to manufacluring companies that do not enjoy the Pionecr Status or ITA incentives. To
encourage reinvestments, manufaclurmg companies in operation for at least 12 months can apply for this
incentive, Companics that incur qmtrl‘ymg capital expenditure are a'so eligible for this allowance. 60% of
the qualifying capital expenditure is given as an allowance to offset against 70% of the taxable income.

d) Agricullu ra! Allowances {by MIDA)

A pcrson of a company implementing agricultural acuvrlrcs can claim capital atlowances or agricultural
allowances under Schedule 3 of the Income Tax Act 1967,

e) Deduction for Capital Expeudi_ture on Appro\'cd Agriculteral Project

Deduction for capital expenditure on Approved Agricultural Projccts has been prowdcd for under schedule
4A of Income Tax Act 1967

f) incenli\'e for Food Production

The Malaysian Budget 2001 proposed tax incentives be gncn to bolh lhe company that invests in the
subsrdrary company cngaged in food production and the subsidiary company itself.

Other avar!ablc related tax incentive schemes lha( promote Icchno!ogy invention and R&D for Malaysran
industries, including food manufacturing, and chilled and frozen food proeesses are:

2) Incentives for Research and Development (R&I)) (by MIDA)
Various incentives are given lo. compamcs that perform scientific and technological research with the

objective to usc the results of their study to produce or improve materials, de\rces, products, produce, or
processes, This, howev et do rot include the following:

) Quality control or routine testing of products or malerials
. Research in social science or humamneq

) Routine data collection

. Efficicncy surveys and management studics

. Markea sesearch or sales promotion
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The following are specific incentives for R&D:

Table 5.3 Incentives for R&D

[ Incentive - o Company Entitled for the Incentive

{. Pioncer Status with full tax excmption for 5 ¢« A contract R&D company - the
years or Investment Tax Allowance (ITA) of company provides R&D services in
100% on qualifying capital expenditure Malaysia te companies other than its
incuried within 10 years. The ITA can be used related companies
to offset 70% of the statutory inconmie in the
Year of Assessmenit

2. ITA of 100% on qualifying caf)ital expeaditure e An R&D company - (hc company

incurred within 10 years. The ITA can be used provides R&D scrvices in Mafaysia to its
o offset 70% of the statutory income in the refated  companies  or  any ather
- Year of Assessment _ conpanics. '

57 Food Leglstation
The fél]owing are the principal legistations governing the Malaysian chilted and frozen food industry:

. Food Act 1983
* Food Regulat:ons 1985

-+ Import Regulalions and Resiriction on meats and incat based produc{s. such as Animal Ordinance
' 1953, Animal Rules, !962 Ammal (Imporlahcn) Ordcr 1962

© General food itéims are covered under Food Act 1983 and Food Regulations 1985 while mcat and meat
products are under the Animal Ordman(‘e I9‘i3 which controls the unporlatuon of mcal and meat products
inte the country. :

For chilled and l’rozen products that do not contain meat, milk or eggs, the manufac!ure, and sale of these
~products do not nced to undergo any registration process as long as they comply with the Food Act and
Food Legislattons For unporl of these produc:s, {tealth Ccmf cates must accompany the conmgnmenl

For producls conlaining meat, thc manut‘actunng prmmcs arc imder the supervision of the Dept. of

~ Velerinary Services, while scafoad products are under the supcrvision of the Dept. of Fisherics. The Dept.
‘of Veterinary Services makes it mandatory for exporters (including from Last Mafaysia) to have the

- Veterinacy Laogo 1f the importing country requires Veterinary Cerlificates. To apply for the Vetermary
- Logo reQums ihe company to have I!anrds Am!yms Critical Conlrol Point (HACCP) in place.

AU lhe sante time, export of seafood qumn,s IIACCP C{-mﬂalaon wluch is undcr lhc junsd:chon ol‘ the
: Mlms(ry ofHeaIih - - .



7.1 Food Act & Regulations

In Malaysia, the Food Act 1983 protects the public against health hazards and fraud in the preparation, sale
and use of food. The above Act came into force on I October 1985. Section 34 of the Food Act 1981,
makes various regulations related to all categorics of food, and cited as the Food Regufations 1985.

All food sold in Malaysia must comply with the Food Regulations 1985 and all food premises are under
the purview of the Food Act 1983. The Food Act empowers authorised officers to take samplces of food for
analysis, to entet premises for the purpose of inspection, to order premiscs lo improve their sanilary
condition, and fo order closure of unsanitary premiscs. With the_exceplion of a few food products, e.g.,
mineral water and packaged waler, there is no pre-régistration requirement of food products prior to sale.
This is unlike aur ASEAN neighbours {e.g., Thailand, Philippines, and Indonesia) where any new product
would have to be registered with and approved prior to sale. ' :

Thete is no restriction to the import of chilted and frozen foeds into Malaysia as long as the by relevant
Health Certificates accompany the products. These products must comply with the specific regulations
together with other regulations concerning labelling, food additives, pesticides residues, food contaminants
and microbiological aspects. Failure to comply with these regulations can lead to, if convicled, a fine,
imprisonnient of not more than 5 years or both. '

To import and export meat products, specific Regulations under these calegories of products apply (sce
Chapter 5.7.2 on Specific Industry Regulations and Standard). The specific sections of the Food
Regulations 1985 covering the four main categorics of chilled and frozen food under this study are as
follows: ' T :

) Complete meals and snacks category falls under the Cereal, Cercal roduct, Starch and Bread
category, Regulations 42 to 75. 1

. 'Pood ingredicnts category falls under the respective spice category (Regulations 283 to 333A).

. Meat, scafood and vegefables category fall under the following categorics:

(i) Meat Regulations 141 to 155 ‘
(ii) Scalood Regulations 156 to 170 for Fish and Fish Products
(ii))  Vegetables Regutations 209 to 222 for Vegetable and Vegetable Products

The following are the temperature requirements specifically spelled oiit by the Food Regulations 1985:

Table 5.4 ‘Temperature Requirements by the Food Regulations 1935

Meat _ - _ . R i S

Chilted Meat +  Regulation 142: between minws 1° C to §0° C and includes frezen meat that

' has been thawed at a temperature of nol more than 10°C. T

Frozen Meat |« Regutation 143: below minus §8°C and shalt not have been thawed before
salc. ' ' S : :

Scafaod - | B o T

Chilled Fish ¢ Regulation 156: between minus £°C 10 10°C and includes frozen fish that

_has been thawed at a temperature of not more than 10°C. - :

Frozen Fish o Regulation 156: below niinus 18°C and that has not been thawed before use.

Vegetables* . ' o - o _ e

Frozen Vepetables s Regulation 212: below minus 18 C and has not been thawed before sale.

"Note: The Food Regulations 1985 docs ot cfassify chilled vegetables spcdﬁc_ahy. :
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5.7.2  Specific Industry Reguolations and Standard for Poultry, Beef, Pork, and other Livestock

The Depariment of Veterinary Services (DVS) act as a one-slop agency for processing permits for expont
of livestock products or importation of livestock products into Malaysia. Being onc of the oldest
Government depariments, inheriting British experiences and Vetcrinary sciences and animal hushandry
administration, it can be said that DVS is well organised and clear-cut in its protocal for exccutin g policics,
laws and regulations. There is, however, a overlap of responsibitities between DVS and the Ministey of
Health (MO1) over some food products that requires either a Health Certificate or Veterinary Certificate
in order to be exported. This often gives rise to confusion over who should be the compelent authority.

The DVS has tong cstablished proper administrative procedures for the trading and marketing of liveslock
and livestock products both locally and intcrnationally. Any food products, be it pastry which conlains
meat of significant ¢ontent, is subjecied to the set food regulalions and guidelines established by the
Government {i.e.,, MOH, MOA, and MOSTE). The MOH HACCP certification is clear for all food iterus
and is the competent authorily (o certify the establistimcal and award it with a HACCP cettificate. But
when imporling countries require a Veterinary Health Cedtificate, Zoo Sanitary Cestificate or a
Phytosanitary Certificate, the competent avthority is the DVS.

Singapore for example, requires that any food item for export to Singapore containing meat content in
excess of 5% must be accompanicd with a Vetcrinary flcalth Cedificate. This means thal besides
Singapore’s requiremcnt for a HACCP certificate, the intending exporter must also apply to DVS for a
Veterinary 1lealth Cerlificate. This type of information needs to be made ¢lear to the indusiry.

The Veterinary Health Mark logo under the veterinary inspection and accreditation program has béen well
established and recognised intemationally with DVS as the competent authority. This includes all the
chilled and frozen food associated with poultry, beef, pork and other livestock species. The Veterinaty
Inspected prolocot also includes a HACCP progeam (documentation, tecords) as well as HACCP plant
audit and GMP audit. Activities such as staughtering, processing, meat retailing premiscs, meat repacking
plant, boning and packing plant, smatl pouliry staughter housc, and rabbit slaughterhiouse arc documented
under VHM | to VIIM 7 of the veterinary code of practice. :

Untilt999, 58 Veterinary Inspected Certilicates have been awarded to food compaties, including those
involved in chilled and frozen meat and meat products.

513  Other Regulations

The following are other regulations govcmfng the sector:

a) . - HALAL Logo

_ ~ In Malaysia, the Halal Logo on the food product, although veluntary has a competitive
- advantage. The Halal Certification is undes the jurisdiction of JAKIM, which has eutsourced recently the

~ auditing process (o thlam Daya Sdn Bhd (IDSB). For miore details, refer 1o the HJALAL Docuntentation on
~ Chilled and Frozen Food in Chapter 6.3 of this repont. - 7 '
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b) HACCP Certiﬁcaiioq

HACCP is an abbreviation for Hazard Analysis of Critical Points, and is a management system for food
safety. 1t is logical in ils systematic assessment of all aspects of food safely, from raw malcrial sourcing,
processing and disiribution, and finally to the consumers. Government recognition of HACCT as the most -
effective means of managing food safcty is increasing worldwide. USA and EU have made it mandatory
for exporters of seafood and meat products to comply with HACCP standards. The ofticial HACCP
System is elaborated in Codex Alimentarius Comnuwon established by the Food and Agriculture
Organisation and Wortd Health Orgamsauon :

HACCP has been adopted by Mataysia as a standard for Food Sét‘ely under SIRIM's standard, MS-
HACCP. Al exporters requiring HACCP Cettification will go lhtough the appllcatnon under the
Ceruﬁcauon Scheme of the Nanonal HACCP comnnltce '

) \’eterinar; Logo

For meat proccssors, and mllk and milk based products manufacturess, sone importing countries,
mcludmg Singapore and East Malaysia require Veterinary Ceitificates from the Government, For DVS to
issue-Veterinary Certificates all exportcrs must first apply for the Veterinary Logo. The Veterinary Logo
rcqmres manufacturers to have HACCP in place. The HACCP approach adopted by the DVS under this
Veterinary Logo scheine diﬂers from lhe MO Schcme and this h‘as caused confusion among ﬁmd
manufacluzers : : -

d) ISO%GOQuahl) System

ISO 9600 is a standard on Quality \lanagemem and ha‘: also becn adoptcd as a Malaysmn S(andard by.
- SIRIM under MS 150 9000. Companies who are ceriified 1SO 9000 have achicved the standard on Qualily.
Management in line with international standards, and the ‘products comply with the qualily standards
established. 1SO 9000 Qualily System is ¢ften used as a markclmg lool ad a compc!unc ucapon 1o gam
customers® acceptance. '

. e) ISO 14900 FmironmenlalQuahtv System
Therc is a drive iowards complymg with the 1SO 14000 standard 1o cnsure the mdustry Opf:rales in an
environmentally friendly way by controlting its discharges. Other rcasures include source reduction, and

usage of permitted refrigerant. Cummly, not many (‘hl"f.‘d and frozen food manufacturers are well versed
with the 1SO 140(). :
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Below is the summary of fegislation requirements.

Table 8.8 Summary of Legislative Requisements
PPood Item Food Regulations | Animal HACCP HALAL SO 9000 &
' Ordinance | Cerdification ISO 14000
) : 1953 :
General food | Mandatory. Not Voluntary For For
inport & Mo prior registration | Applicable competitive | compelilive
expord needed for advantage | advanlage
- manufacture, nmpml _
or cvcpoﬂ
Seafood Mandatory Not . Mandatory for For For
Import & Applicable | exporl. EU No. tobe | compelitive | competitive
Export | given by MOII, advanlage | advantage
: pending HACCP

Certification
Meat, Mandatory Mandatory. | Mandatory, and part | For For
processing, ' ' Pemniitto | of Veterinary Logo - | competitive | compelitive
import and givenby | requirement advantage | advantage

| export hvs® 1 ' R
General food | Mandatory If Veterinary For For
conlaining Certificate is requited | competitive | compelitive
meat products for export, mandatory § advantage advantage
R to have HACCP in :
place, under the DVS
Velerinary Logo -

scheme. -

List of companies certificd to the various standards is delailed in Appendix 6.
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ln(ern'al'io'n'él :Reg'lilal'or:y As;pec'(s '

_Codex Almlenlanus is the referen(?e s(andard for International Tradc under WTO,. WhICh is lhe only
- interational organisation dealing with the global rules of trade belween nations. Hs main function is to
-~ ensure that trade flows as smoothly, predictably and freely as possible. Al the heart of the system - known

L as the mu!n?a!eral fradmg syslem are the WTO‘s agreemenls negohated and signed by Gmcmmems

Codex Ahmentanus n.ompnscs slandards and lechmcal regu!ahom refated to hygiene practices, food safety
 systems, mcludmg lHazard ‘Analysis of Critical Control: Points: (IIACCP), IIALAL and standards on
Commod:ly pmducls such as :mlk cocoa and mmeral \»ater ' _ _ S

- Due to the many techmcal regufalfons concemmg food producls two agreemcntq were mcluded among the
P Multifateral Agicenients on Trade in Goods. anncxcd to thc 1994 Mmrakesh .«’\grccmenl whsch established
. '.the World Trade Orgamsat:on [{ WTO) - :




The following deseribes the (wo organisations:
a) 'The Agreement on Technical Barviers to Trade (TBT)

This Agreement secks to ensure that technical regulations and standards, including packaging, marking and
labelling requitements, and analytical procedures for assessing conformity with technical regulations and
standards, do not create unnceessary obstacles Lo trade. '

b) The Agreement on the Application of Sanifary and Phylosanitary Mcasvres (SPS)

This Agreenient acknrowledges that Governments have the tight to take sanilary and phytosanitary
measures necessary for the protection of human health. However, the SPS Agreement requires them to
apply these measures only to the extenl required to protect human health, {t docs not pesntit member
Govemments to discriminate by applying different requirements to different countries where the same or
similar conditions prevail, unless there is sufficient scientific justification for deing so. '

The SPS and TBT Agreements both acknowledge the importance of harnenising standards internationally
so as to minimise or eliminate the risk of sanitary, phylosanitary and other technical standards becoming
barriers to trade. Standards, guidelines, and recommendations established by the Codex Alimentarius
Commission are chosen as benchmarks against which national measures and regulations are evaluated.

5.9 Quality and Safely Standards

59.1 Definition of Quatity

There is no specific delinition of quality accepted by all stakcholders in the chilled and frozea food
industry. Quality can be defined in many ways depending on who the stakeholders are and their agendas.

The consumers’ perceplions of quality are many and varied. The following are some of their perceptions:

. Good taste, texture, colour, and overall appearance

. Adteactive packaging

. Convenicid to use

. Reasonable price (relative to similar products of another manufactuier)

. Nutritious

. Halal status

. Promotional items

. Product consistency -

) Streng brands

. Customer services, ¢.g. consumer handling, enquirics, and complaints; l'e?ephon'e etiquelte, and

company corporate activities

The industsy's perceplion of quality means mecling the “requirements -of both the -authorilics and
consumers. This implics thal the food must first comply with regulations including food safety and also
mieet the expectations of the consumers who will finally make the choice on purchase. '
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