6.2 Comparison of Consumer Behaviour Across Countries

Both Malaysia and US consumers were concerned about product quality, such as nutritional value and
taste, bul Mataysians also rank price as one of the determinant on making their purchasing decision (see
Table 6.18). Consumers ranked brand and packaging as less important features compared to factors, such
as qualtity, hygicne, and price. .

in view this, companics that intend to penetrate the local marketl are required to censider marketing
strategic product costing and pricing, in addition to product quality and hygiene. For export markets,
producl qualities such as laste, nutrilional value, and ingredicnts should be highlighted as well as shorter
preparation and cooking time.

Table 6.18 Facfors for Consu ming Chilled and Frozen Food

Feature , '
Ranking Malaysia ' USs’ Japan?

Convenience Convenience Convenience
Fast to got Taste Variely
Time saving Varicly -1 Cost

Easy {o Serve
Delicious
Reasonable price
Easy lo prepare
Healthy products
Longer shelf life
Many choices

Notes: L. Source- Study Team ‘
2. Source: USDAJFAS, JAS5028, 1995

swbooqoua-wu—-

As shown in T able 6.18 and Table 6.19, consumers in advanced countrics, such as the U.S, Japan and
U.K., appreciate the ease of food preparation and conveaience, and better qualily products. This trend is
hlghly refated to the socio-cconomic changes and the increased number of women in the \\mk force.

The consumphon trend also shows that UK consumers are swﬂchmg towards chllled foods whwh thc_v o
peiceive fo be fresher and better quatity, and an overall growing interest in vegetarian foods. In the US, the
Home Meal Replacement (HMR) concepl is well acccpled as most of the consumers have busy hfe slylcs
and prefer to spend less tine cooklng :

Comr



Table 6.19  Comparison of Processed Nood Features among Malaysia and US Consumers

Feature Ranking
(1 is the mosl
important feature)

Consumer Survey
Malaysia !

US Survey

Featuves of ¢hilled and frozen food
seen as important:

Features of packaged meals seen as
important:

1 Quality Taste
2 Hygienc Nulrition
3 Nutritious/Healthy Good value
4 Peice Appealing ingredients
5 Taste Convenience
6 Halal status Easy directions
7 Convenience Low fat and low calorie
8 Brand Trusted brand name
9 Quilet Appeating packaging photo
10 Packaging - - i
Table 6.20 Comparison of Research Results Across Countries
Comparison Malaysia UK
variables

Food consumption

‘Main reasons for
consuming chilled and
frozén food are
convenience, easy to get,
lime saving, delicious,
reasonable price, longcr
shelf life

Consumers recognize
frozen food products as
elfective honie meal
solutions, and
particutarly appreciale
the ease and quickness
of their préparation,

There has been adrop in
the number of consumers
cating out. This has been
maltched with an increase
in convenicnce foods, and
particularly upgrades to
quality products.

W’ﬁrk(ofce struciure

Women consist 0f34%

of the total workforce.

In urban areas, the
increase of women in the
work force has spurred
the movement towards
convenience food, which
presents an oppotlunity
for chilled and frozen
food producers.

US job growth and the
increase of women in the
work force have spurred
the movemenit toward
meal solutions, which
presents an opporiunily
for the frozen food
department.

Key socio economic
changes have impacted on
the use of frozen foods.
Approximately 68% of
wonten of working age
are now emploeyed, which
has resulted in a reduction
in leisure lime and,
therefore, increased
demand for convenience
foods. Anincrease in
one-person households
has afso increased the
demand for “one-person™
ready meals. The
breakdown of the
traditional family meal
has resulted in members
of the family ¢ating at
difterent times, and
requiring different types
of foods.




Table 6.20 Comparison of Research Results Across Counlrics {continued)
Co:hparison Mataysia B - us 11,4
vayiables
| Retail food sector Chilled and frozen food | On average, frozen food | Though the sate of

display space in
supermarket only
accounted for 10-20
percent of shelf space.
The food are generally
organised in standard
chiller and freezer
cabinets. Hypermarket
such as Carrefour,
Makeo, and Giant
allocate substantial more
space for fresh food
refative to frozen food.

‘In gencral, the chilled

and frozen food section
in__lhe retait outleis are
displayed at the end of

| the traffic pattern within

the store.

departments in
supermarkels have
gained 20 percent or
more space over the past
ten years, and dollar
sales of frozen food
products in supermarkets
increased by 3.2 pereent
belween 1996-1997.

Concerning store layoul,
85.4 percent of
respondents to the
survey commissioned for
“Freeze Frame”, want
frozen food to be lastin
the traflic pattern within

the store, as compared to

12.3 pereent who want it
in the middic, or 2.4
percent who want it in
the beginning. '

frozen foods have grown
over the fast five years,
the overall market is
slowing as consumers
swilch Lo chilled foods,
which they perccive to
be fresher and of better
quality.

Chilted meals are
dominated by own-label
such as Marks &
Spencer (M &8), the
teading retailer accounts
for S1.9 percent of sales.

There has been intense
competilion with respect
lo ready meals from
retailers’ own labej and
budget brands, selling at

_juSl under 99p. The

healthy eating seclor has
also been seriously
devalued, because of
intense price-cutting, and
an increase in budget
brands. o
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Table 6.20 Comparison of Research Resulls Across Countries (continucd)
Comparison Malaysla us UK
variables

Consumption tread

According 1o loca)
manufacturers, their -
most salcable products
tnclude chicken burgers,
chicken nuggets, chicken
balls, chicken franks,
beef burgers, beef

nuggets, fish chips, fish

cakes, fish balls, crab
sticks, and solong balls,

The fastest growing
calegorics are dinner
solutions, with frozen
pizzas, poullry, meat,
seafood and
dinners’entrecs
accounting for five of
the top six growth
categorics.

There is a growing
interest in vegelarian
foods, with sales of
frozen vegelarian foods
up by 18 percent to £121
million. The frozen,
added-value vegetables
burgeis and grills market
has incteased in value by
31 percent since 1992 to
over £55 million,

Itis estimated that sales

will grow by a further 12

percent in the next four

years. The vegetarian

iarket has been helped

by the major retaifers

who have:

¢ invesled money into
frozen vegetarian
convenicnce foods

o dedicated more shelfl
space to vegetarian
products, so raising
the product profile

+ provided market
suppoit for both
branded and own
label products.




Table 6.20 Comparisen of Rescarch Results Across Countries (conlinued)
Comparlson Malaysia us UK
variables :
Consumption | The consumption of Baby Boomers and There is suggestion thal
paltern chilled and frozen food | houscholds with incomes | consuniers are “relurning

is nol proportionate to
the size of the
houscholds. Average

| consumers are likely to

consute about 2-5
slandard packages of
chilled and frozen food
with consumption
frequency about 2-3
times per month.

In general, consumers
still prefer fresh food

refative to chilled and
frozen food

in the range of
UsSD45,000 to
USD75,000 and with -
four or more family
niembers, are most likely
to buy frozen breakfast
items, juice, vegetables -
and pizzas. '

to the kitchen”, due to
increased media.
coverage on cooking,

l?n.u.lre fretid

About 40% of the
respondents agree that
they will consuime more
chilicd and frozen food
in future.

[ 15.6% of those

questioned expected lo
be buying more frozen
food in the fulure, 81.8%

-| plannéd to buy about the
‘| same amount, and only

2.6% expected to buy
less. '

Consu'm‘pﬂon
1 indicator

938.6 percent of the
respondents in the

survey conducted said -
they have a nonmal
fridge and only 13.9 '
percent said they have an’
independent freezer.

55% of participants ina -
stirvey conducted by The
Consumer Network said
their freczers were very
crowded, and 70% of
higherincome -
tespondents answered
the same way.

1)




Table 6.20

Comparlson of Research Results Across Countries (continucd)

B Comparison
variables

Malaysia

Us

UK

Marketing element

Sales prontation such as
sample testing in the
supenmarket department
aommally allracts
significant altention

As local consuiners
cimphasize more 6n _
freshness of the food, the
effective theme for
marketing chilled and
frozen foods would be
the same as US market
as suggested by Mona
Doyle, which are “The
Other Fresh Foods” or
“The Fresh Alternative”,

The markeling of frozen
food producis as
healthful and great
tasting inay provide a
marketing advantage for
the frozen food category.

Special promotions
impact sates in the
frozen food departiient
more dramatically than
in‘other supermarket
departiments.

According to Mona
Doyle, chicf excculive
officer of The Consumer
Network, an effeclive
theme for markeling -
frozen foods would be
“The Other Fresh Foods”
or “The Fresh
Altcrnative,” as-
commercial freezing
captures and preserves
food at its peak of
froshness. '

The ready meal market
is very comipetitive, and
food manufacturers in
the UK are seeing their
shares eroded by the
forther penelration of
own label products,
which jeopardizés their
ability to invest money
in fusther new product
development.

Domestic manufaclurers
dominate the UK frozen

food market. Any

overseas infefest is
mainly confined to either
the US or Canada.
These is potential for -
international brands to
enter the market;
cspecially with the
diverse range of tastes
demanded by the
indigenous UK
population

‘Market pbtenﬁal N

Locally produce elhmc
food may have hlgher -
potential for export .
market as demand for
ethaic food in overseas
market seem o be -
substantial relame Io

local market.
On the other hand, the
western style of chitled -

and frozen food may

A tcc*ﬁ opporlunity for =

the frozen {ood

~. | department is in

marketing to ethnic
groups, pamcuiarly
Hispanics, which is the
fastest-growing ethnic . -
‘market.

amact local consumers .

Quality is paramount.
The rise of foreiga
holidays has created a
demand for ethnic foods.
Spicy loods are well
suited to the ready meals

markel, as they readily

retain their flavors.
However, consumers
still expect htgh quallly,
as well as greates
authenucﬂ) oftastc

Sourée . .

.Cfnlied & Froz.en i‘ood 1
| Consuimer and lnduc!ry, ,
a Surwy, 2000

Amencan l‘ rozcn Food
fnsh(ule 2000 _
(On !me mformauon)

'(‘anadran Ilagh

commission UK Marker
Product Proﬁlcs (on lme'_

Jnfomnllcm)

E ﬁ.?;_rz;é R




Japanese consumers on the other hand, could be grouped under four categorics, namely, Traditional,
Modern Traditional, Cosmopolitan and Scasitive sub-segments {see Table 6.21). The target consumers for
chilled and frozen food may be the Cosmopolitan and Modein traditional sub-segments. About 81 million
people in Japan fall under these two categorics thal stay in major urban areas to sub-urban arcas. The urban
areas’ residents who lead a busier lifestyle may consume niore conveaience food. Aside from convenience,
Japanese are particular about product quatity and as their incomes increase, premium producls ate

preferred.

Table 6.21 Japan: Projected Consumer Profile 2007

conservative in

corporate/ oflice

o Busy lifesiyle

Traditional Modern fraditienal Cosmopolitan Sensitive

Characteristics Characteristics Characteristics Characleristics

¢ 26 million

o Olderage groups [ ¢ 38 million s 45 million « 19 million
(65/10+) * Rangeofages +  Younger age ¢ Mainly young

o Ruralless- o 2™ rank urban groups {lo about »  Others who have
wrbanized areas ¢ Housewives, 55) lime

¢ Rangeof familics Major urban areas Low to mid income
incomes, though ¢ Range of incomes, Mid to high income Very aware of
not highest though not highest | »  Old and new-style cullure

+ Naturally e« Old-slyle (imorc flexible) jobs | «  New approach to

old values

oullook jobs (corporate e Change, progress
worker 554)
| ¢  Group-minded o
Type of Food
Denmanded

¢ Traditional diet
e Teaditional meal
times

eating oul
becoming more
important

s Health (especially
older people in
urban areas)

¢ More leisure time:

s Impottcd’
international food
if taste and price
suilc

o Still ritval {caling
oul for social
interaction

+ Health (especially
for women)

¢ Gounuei products
as income
snobbery / for
cachet

+ International tastes
a regular part of
diet

¢ Convenience key
Nexible meal times,
snacking, some
grazing

¢ Healih

e Tollow individual
preferences

»  Gourmel/premium

products if they

demonstrate vatue

o [lealth/ freshness/
“naturainess’” key

+  Aware of cultural’
cconomic/
ecological
significance of food

o Traditional/Asian
tastes rather than
Western

¢  Will make effort/
pay more for food
which confonus to
values

In Southeast Asia, China and India, consumers may be classified under Elite, Consumer Class, and Pre-
consumer class (see Table 6.22). The focus market is the Consumer Class with about 106 million
population in South Fast Asia, 203 million in China and 260 miltion in India. They comptise mainly
younger age groups who live in urban arcas and fall under the middle to high-income group. In addition,
most women in this category are highly involved in the workforce.

These target markets demand various types of convenience food include chilled and frozen food. In China
and India markets, processed foods with minimally value-added may attract the markels’ attenlion, As for
the South East Asia region, the markel appears to appreciale higher value added products as consumers are
more ¢ducated and sophisticated. - _ : ' '
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In Malaysia, consumers are still conservative and obscure about the quality and nutritional value of chilled
and frozen food. Consumers normatly tend to make a diccct comparison between fresh food and frozen
food, preferring fresh food which they belief are better quality than frozen food.

However, with the changes in workforce structure and life style, the demand for chilled and frozen food is
expected to increase in the future, In Mataysia, the proportion of working wemen is about 34 percent of the
total workforce. By 2007, it is predicted that about 21.2 million Malaysians will be living in major cities,
urban areas, new development arcas, and dynanic rwral arcas. This will create an oppottunity for

marketing chilled and frozen food (source: The World of Ingredients, March/April 1998).

Table 6.22 South East Asia, China and India: Consumer Composition Projection 2007

Elite

Consumer Class

Pre-consumer Class

e 25 mitlion in South East
Asia:
Indonesia 11 million
Thailand 5.5 million
Philippines 4.3 million
Malaysia 2.4 miilion
Singapore 1.2 million
Vietnam under 1 million
15 miltion in China
21 million in India
Range of age: not oldest
Major cities, new
developnient arcas,
dynamic rural areas
¢ Highest incomes
¢ Well-educated and
fravelled
Women tikely not to work
Growing focus on
national/ ethno-culture
identities

® ¢ ¢ + & & ¢+ o0

o 106 miltion in South Last
Asia

Thailand 45 million
Indonesia 22 million
Malaysia 18.8 million
Philippines 13 million
Vietnam 5.3 million
Singapore 2.1 mitlion
204 million in China
260 million in India
Range of age: especially
YOURger age groups
Urban arcas '

Mid to high incomes
Jobs in sectors which are
the focus of economic
development '

s Literate, brand-aware

¢ Women likely to work

* & & & & & & & @

s |20 million in South East
Asia:
s Indonesia 66 million
The Philippines 25.8
mitlion
Vietnam 22 million
Thailand 4.8 million
Malaysia 1.3 million
437 miillton in China
332 aillion in India
Ranpe of ages
Rurat and urban areas
Some disposable income
Jobs in variety of
industries! sectors, but at
low levels of skill and
responsibility
¢ International brands arc
symbo! of aspirations

" % & & » o o ° o

Soulh East Asia

China & EIndia

Key focuses

¢ Higher added value for the
mass market

+ Increase consumer
sophistication

s Child
¢ Convenience
o Basic and value

Note:  The poor/very poor group is not given as thesce houscholds® demand for processed food is assumed to be

minimal.

_ Sourcé: The World of Ingredients, March/April 1998 which originéi sotiree come from Promar Intemational,
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6.3 Halal Food Market

The world demand for halal food is growing and estimated 1o be worth USDS0 billion (RM304 billion) a
year (Babji, 1998). The large' Muslim populations in the Midd!e East, North America, South and Southeast
Asia, the fonmer Soviet Union, and China present a lucrative market for the food industry (Chaudry, 1992).
In addition, Malaysia has targeted to attract 200,000 Middle East tourists to our country in 2000 (Ahmad,
1999). Besides carnings from tourism activities, the demand for hatal food will increase especially in
hotels and local restaurants, local fast foods and traditional food outlets.

Chart 6.9 Estimated World Muslims Poputation 1999

The intemational trade in halal food is quite enormous. As such, there exists a huge market and
opportunities in halal food business. In recent years, the increasing awarencss of Muslims worldwide to
uphold the tenets of their religion has opened up a demand for halal food in compliance with their religious
requircments. This trend of increasing demand for halal food is expected to continue in parallel with the
increasing Muslim population (more than 1.5 billien people), and the increasing consciousness of Mushims
to ¢at halal food.

6.3.1 Chilled and Frozen Halal Food Market

Though the market for hatal food products comes from Muslim and non-Muslim countries, however,
absolute demand conies from almost 1.5 billion Muslim populations around the world who are the
consumers of halal food. This number represents 25 percent of the world’s total poputation. The birth rate
of the Muslim population is also the highest in the world and is expected to grow at a rate of three percent
annually (INHAFEX, 1999). '

Most of the Muslim population is concentrated in the Middle East region such as Saudi Arabia, UAE,
Turkey, Kuwait, Iran and Iraq; Indian subcontinent such as India, Pakistan, Afghanistan, Bangladesh, CIS
countries; and ASEAN countries.



There a
Indonesi

re approximately 250 million Muslims in ASEAN countries atone. ASEAN countries such as
ia, Singapore, Thaitand and Philippines, which are considered developing countries, are a high

potential for the marketing of halal processed food products not just because of ils geographic location but
also due 1o the growing number of Muslim citizens.

Chart 6.10 Distribution of \Yorld Mustim Population 1999

Nonth A
8%

ClESiates &
China

Middle East
2%

frica

Iodian Source: wwiw.imangroup.org

Aszan - Subcontinem
W%

Based on the Muslim population and population growth rate, the curreat frozen food segment alone is
estiniated at USD28 biltion and is projected to grow at 4.3 percent a year. BY 2010, the market is expected

to reach
total chi

In ordes

USDS1 billion. The halal chilled and frozen food in Malaysia accounts for aboul 85 percent of the
fled and frozen food market and is estimated at RM1.7 billion.

1o assess the potential overseas market for chilled and frozen halal food products, several countries

were selected based on their potential as profitable markets for Malaysia (see TabTe 6.23). The following

are seve

The inc

ral crilenia in the selection of these potential markets:

Percentage of Muslim population and the level of its density ensure a good demand for halal food.
E.g., Indonesia, India and Turkey. '

Countries that are currently in the process of modermisation or the developing countries in which
their people’s lifestyle and food consumption pattern is currently changmg E.g., China and South
Africa.

Market that is easy lo access in terms of its geographic location and the countries current status as
Malaysia’s trading pariners. E.g., ASEAN countries.

Countries that depend on imported foods to meet domestic demand. E.g. Singapore, Brunei and
United Kingdom. \

Countries that implement strict regulations on Muslims food and have Muslim and halal food
organisations. E.g. United States, United Kingdom, and South Africa.

reasing purchasing power of Muslims especially those who live in developing and developed

countries, also mean increased consumption of balal food. Islamic awareness of halal food is also

expandi

ng worldwide especially in non-Muslim couniries, and this in tum, creates even more, new and

vibrant markets for halal food products.
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Table 6.23 Potential Overseas Markel for Chitled and Frozen Halal Food
Percentage of Tolal Mushim
Major Countrles Totat Population Muslim Population | Population -
- tn the Country (Est. Year 1999)
Indonesia 212,941,810 87.00% _ 190,821,233
India 984,003,683 14.00% 142,512,208 |
Turkey i 64,566,511 99.80% 66,515,870
| China 1,236,914,658 3.00% - 31,725,980
| Saudi Asabia - 20,785,955 100.00% 22,221,727 |
United States 270,311,756 2.50% 6,875,891
Philippines 71,125,862 5.00% 4,050,418
Thailand 60,037,366 ¢ 3.80% 2,325,804
United Kingdom 58,970,119 1.82% 1,078,629
South Aftica 42,834,520 2.00% 881,193
Singaporc 1,490,156 14.90% 532,619
| Brunei 315,292 63.00% 208,446

Source: IMAN Mustim Population St'ufﬂ: Databasc (www.imangroup.org/31 1 himi)

The gencral situation of various halal food markels are described betow:

a) The Southeast Asian Market

The geographic location of s
the halal food market in these countries.

Malaysia fo access

costs, local companies can export t
high demand for halal food, such as In
with approximately 190.8 miltion Muslims. Indonesia's i
1998 was about US5$1.8 billion. :

A survey conducted in 1994 in Philippine

everal Southeast Asian couniries shall be the compelitive advantage for
With low transporlation and communication
heir hatal food preducls with case to neighbouring countries that have a
donesia. Indonesia has the largest Mustim population in the world

mport of foodstuffs from its trading partneis in

s showed that half of the tofal family expendilure goes to food

and the growth rate of food expenditure is 25.3 percent annually. The increasing demand on food forced

Phitippines to import more foodstalTs.
foodstufls, due to the tack of domestic a

Meanwhile, for Singapore and Brunci, one of theit main imporls is
gricultural production. This represents an opportunity for Malaysia

to export foodstulls to these countries, which have significant Muslims population.

Thailand is a strong produc
The hatal logo introduced by the Thaitand’

ef of halel food and they can be the major threat to Malaysia’s halal food trade.
s Export Promotion Department, which is similar to Malaysia’s

hatal togo, has become the symbol of confidence to Muslim consumers in several countries. Thailand eams

more than USD4,600 million annually

emphasise on the food's unique qualitics and tastes.

b) The Middle East Market

\With alniost 100 percent of its total population being Muslims,
for Malaysian halal food products. As a imajor destination for
every year, the business potential for halal food is huge. Due
quality, the variety of frozen and chilled food products is in great demand am

tourjsls.
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from their food exporls. One of their marketing strategies is {o

Saudi Arabia is one of the potentjal markets
miltions of pilgrims from around the world -
to advaniages such as tine saving and

ong pilgrims and foreign



The growing population, high per capita incomc, liberal trade policics and limited agricultural production
have created a markel for consumer food products in the United Arab Emirates (UAL). UAE impoits 90
perceat of its total food requirements and about §5 percent of the food imports are transhipped to other
countries such as Oman, Qatar, Bahrain, Kuwait and Iran. In the UAL, food import is expected to increase
by 10 to 5 pereent annually to meet domestic demands. The UAE market offers a great opportuntity lo
Mataysia’s export products as UAE charges very tow tarifts between zero lo four percent. .

<) The Asian Pood Market

With China’s high number of Muslims (about 37.7 million), ihe halal frozen food market in China is also
targe.

in China, the demand for frozen food products is increasing, as there is a shifl from fresh food o frozen
food product consumption. The growth in the retail volume of frozen products sale was 63.7 percent
between 1991 to 1995,

There are foue factors that influence the shifl towards frozen food consumplion in China, namely

. Increase in disposable income that led to the increase in consumers” food expenditure.
. tncrease in awareness of ftozen food’s time saving benefits.
. Increase In the usc of refrigeration among households.
K Growth in the Western style fast food indusiry that eacourages the pucchasing of frozen and

chilled food with the saime taste.

In Taiwan, the frozen food warket is growing rapidly with the increase in food quality and safety, stcady
econoimic growlh, higher income levels, proliferation of supermarkets and hypernmarkets, and also changes
in the consumers® demographics. For example, young Taiwancse who are exposed to foreign education,
international media, and Western lifestyles is driving the demand for Weslern-siyle frozen food.

India also has great demand for hatal food products, as it has the second fargest Muslim population in the
world, with 142.5 million people. '

d) The North American Market
The 6.9 million Mustims in the US represent a big potential market for chilled aud frozen hatal food.

The US and Malaysia has good trade relationship. Such trade relationships can be the supporting factor for
Malaysia to introduce the chilled and frozen hafal food products in the US market. The Malaysian
Government has appointed the Istamic Food and Nutrition Council of America (IFANCA) to promote halal
food consumption in the US, through halal supeivision and certification services, consultations, research
and publications, besides sponsosing conferences, seminars, and symposiums. '

e)  The African Market

South Aftica is a potential market for halal food not just because of ifs high Mustim poputation but also
their dependency on imported food. Factors such as éxpansion of the South Afvica’s tourism industry,
increase in working women and general inferest for quick meals offer opportunilics for microwave-able
products, food packs, and frozen goods.

Halal food policies in South Africa is administered by the South Afvica National Halal Authority
(SANHA). The major barrier lo enter the South Africa market is its strict quality standards for imposted
agriciltural goods. South Aftica only impotts meat from abattoirs that have been approved by their
Department of Meat tHygicne. S :
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f) ‘The European Market

With the Muslim population of 1.1 million (consisting of mostly Indians and Pakistanis), the UK ofters an
opportunity for the halal frozen food market. The cstablishment of The Mustim Food Board United
Kingdom enhances the marketability of all products that hold halal certification.

g) Malaysia Halal Pood Market

In Malaysia, the demand for hatat food comes from the 14 million Muslim population that accounts fot 70
peecent of our totat population. Itis safc to say the demand can actuatly be more taking into consideration
non-Muslims who have no problems eating halal food. - :

The markef size for hatal chilled and frozen food in Malaysia is about 85 percent of the total local
chitled and frozen food consumption and is estimated at RM 1.7 billion for 1999, This cstimate is based
on the values from Table 3.2 (refer to Chapter 3) given carlicr. Basicaily, almost all chilled and frozen food
in Malaysia, except for pork and its by-products, are halal in nature. . :

Malaysia is viewed by other Muslim countri¢s as the most advanced Islamic country and has been a
“model” to many. Being a predominantly Muslim country, Malaysia has established credibility and
confidence among importers and consumers of halal food wosldwide, with its sirict halal food procedures
" and proper halal food guidelines. Another advantage is that we arc well recognised as a Mustin country,
an OIC member, and a country that encourages the implementation of Islantic syartah in all aspects.

The Mataysian halal logo and certificate is internationally recogaised, such as in the US, EU and Austratia.

For example, meat and dairy exposters in Australia use Malaysian hatal logo certificate when trading with

Malaysia and other Muslim countries, One of the reasons for the recognition is because the Malaysian
halal standard incorporales the principal of HACCP and GMP. : : ' -

The existing local food companies are another of Malaysia's strengths to become a halal food hub.
- International and local giant companies with successful business performances sich as Nestle (M) Bhd,
MAS Catering Sdn Bhd, Unilever (M) Sdn. Bhd,, Ajinomotoe (M) Bhd and KFCH (M) Bhd., have played
an effective role in promoting Malaysia as hafal food producer. These companies are using the halal lego
on their halal products as a competilive advantage and a promotional toof (o access foreign markets. Thus,
this indirectly assist Mataysia in gaining international recognilion. . '

Table 624  Current Local Companics in the Halsl Food Market

Companlcs

Present Market _
Ayamas Food Corporation Berhad ‘Malaysia, China, llong Kong & ASEAN countrics ]
Kart Food Industrics Sdn Bhd . Malaysia, Singapofe, United Kingdom, France, Austealia &
' ' S | ASEAN countries . . - - e o
Prima Agri-Products Sdn Bhd Malaysia, Brunei, Taiwan, Vietnam, Thailand & Indonesia
De-Luxe Food Services Sdn Bhd Malaysia ' o ' T L
| 1¥SH Frozen Foods Sda Bhd Malaysia

Source:  Malaysia Food & Beverage Manufacturers & F.xporicts_ Directory (Year 2000) lﬁduStry Suri‘cy 2000
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A possible way lo inctease Mataysia's likelihood to be a hub for halat chilled and frozen {ood products,
patticularly for the chilled and frozen ready-to-serve and ready-to-cook meals, is to imipoit thosc chilled
and frozen products from the main exporting counlsies, and add value to the products before re-exporling
them back to those countries and other Muslim countrics.

The first countries Malaysia could penetrate are those in the Near East region since these counlries import
inore of the five categoties of products than expait them. Since Malaysia’s focus would be on value-added
products processed from imported raw materials, ASEAN couantrics, particular those with substantial
- Muslim popultation, also represcat potential markets. Another boon is the abolition of tarifl undcr the
AFTA agtecment to be implemented in 2003.

6.3.2  Government Halal Feod Policy

The Malaysian Government strongly supports the halat food industry as evidenced by its various programs.
The inclusion of the halat food in the Second Industrial Master Plan (IMP2, 1996-2005), sctiing halal and
haram committées and also forming working groups on hatal food for developing Malaysian SIRIM
standards arc sonte of the examples. In the ASEAN region, Malaysia, Thaitand, Brunei, Singapore,
Philippines, and Indoncsia have alse jointly prepared standard halal food requirements in the region
“through the ASEAN Ministers of Agriculiure and Forestry (AMAF). Intemationatly, Malaysia has 1150
played an important role in halal food slandard such as Codex Alimentarius Cominission. :

In the IMP2, one of the s{rateglc dtrecltons is lo posnllon Malaysia as an international hatal food hub. The

IMP2 has identified several high pefential seclors in the food processing business, which include

processing of meat products especially the halal meat and livestock product. However, Malaysia facks -

: comparaln’c advanlage in many areas of food production. If we want to be compelitive and gain a position

- in local, regional and inlernational food imarkets, we need to iniprove on our technology, mﬁaslruclure
and product development for hatal food. :

633 Halal Food Control
AS"MaIa_lysia is in-a gﬁﬁd posilion to be the center for halal food production, our Government has
_introduced several guidelines and control mechanisms to ensure the hafal status of food. The problem of
‘halal-haram' food mnay not be apparent to pon-Mustims. This is compounded by the facl that Mataysia

lmporls a high percentage of its food from nan-Muslim céuntries. To many non-Mustims halal food only
~ pertains to the exclusion of pork. To a Muslim, i is not cuough for the food to be *pork-free’; it has lo be

*“guilt-free’ toa Therefore, the controt of hatal foed is viewed by the Goverament as a sensilive and serious

- maller. The Govemnient’s commniitment lo _I‘acilil;ﬂc the provision of hafal food for the Muslim censumers
- in the counkey is reflected through the'establishment of the foltowing legal infrastructures:

3 K _Tfade Désériplioﬁ (Use of Expréssion ‘Hatal’) Oeder 1975
e Trade Description (Marking of Food) Order 1975 '
e Customs (Prohibition of mporls) Order 1988
. -Anlmal (lmpor(allon) Grde; 1962 o
o 0 : Imal b) laws as well as lls enforcement’ _
. o i': .'-.Eslabh-:hmcnl ofhahl gu1delmes and cuhﬁwuon aclmlscq hy JAI(IM
e e I"slabhshmenl ofSlRlM llalal S{andard '

;"'Bemdes the exmmg 'Guldelmes on Idods Drmks and Goods Uhhzed by Muslims' prcmrt.d by JAKIM
- 'SIRIM is curently preparing Standard for Halal Foods to facilitaté both lncal and mtemanonai food
manul‘aclurers to produ»e halaI food ac;ordmg to. Iqlamic requ:runenk



Since 31980's, the hatal food related matters had been under the supervision of Islamic Affairs Division of
the Prime Minister’s Department, where the National Committee for the Examination of Food and
Materials for Use by Mustim was formed to handle matlers perfaining to halal and haram issues. The
Division has changed its name to the Departiment of Islamic Development Malaysia (JAKIM) in 1997,

Initially, the rote of the JAKIM was to liase with the Ministry of Domestic / International Trade and
Industry in implementing and enforcing the Trade Description Act, 1972 1n 1994, JAKIM introduced the
halal logo and enforced the Halal Certification Systei. Due to high demand for halat certification and the
inadequate personnel in JAKIM, the task of halal food cerlification was privatised to llham Daya Sdn Bhd
in September 1998, Hlham Daya Sdn Bhd undeitakes the role of evaluation, inspection and analyscs of
products and premises for the purpose of certification and recotnmendation to JAKIM.

Nevertheless, JAKIM remains as the nationat autherity that controls, menitors, and tegulates alt halal food
products sold in the domestic market and for ¢xporl. The conirol of halal food is currently addressed
through a multi-agency approach tead by JAKIM. Other agencies include the Ministry of Domestic Trade
and Consumer Affairs, the Veterinary Services Pepartment, the Customs and Excise Department, locat
authorities, Ministry of Health, Malaysian Agricuttural Research and Development Institute {MARDI),
Standards Industrial Research Institute of Malaysia (SIRIM), Chemistry Department, and tocal universities
and research institutions.

A hatal logo was introduced by JAKIM 1o help Muslim censumers difTerentiate food products that have
obtained official government approval and those that have not. The Halal Verification Cerlificate issued by
JAKIM with the togo is used as a contro! mechanism for food bandlers, importers, and sellers on the use of -
Government’s halal logo.

6.3.4 Standardisation of Halal Food for International Trade

The Codex Alimentarius Conumission, a joint body of the Food and Agriculture Organisation (FAQ) and
World Health Organisation {W$10) of the United Nations, plays a vital role in facilitating international
trade through the development of an intereational food standard, guideline and code of practice. In refation
to this, Malaysia has prepared the ‘General Guidelines For Use of The Tenm $Halal®, adopted in 1997 as an
international guideline (Ministry of Health, 2000). :

Similar to other Codex labelling guidclines, the ‘Guidelines For Use of The Term Halal’ would
complement the *Codex General Guidelines on Claims®. The guidelines provide the necessary basic and
general information on how food could be produced and claimed as halal. Simitarly at the regional level,
‘ASEAN General Guidelines on the Preparation and Handling of Halal Food” under the auspices of the
ASEAN Ministers of Agriculture and Forestry (AMAF), is at the final stage of deliberation, before being
adopted as a regional instrument for facilitating inter-ASEAN fteade.

6.3.5 Roles and Efforis of Government Agencies in Positioning Malaysia as Halal Food Hub .

Various governinent agencies are involved in the effort of positioning Malaysia as the international halal
food hub. Ministry of Agriculture (MOAY) is the leading agency that is coordinaling and facilitating this
efforl. The committee on Malaysian lalal Food Hub is stilf working on the concept paper at the present
noment. ' ' :

There are ongoing elorts in creating various hatal food zone / park in states such as in Pahang. Sclangor,
Malacca, Negri Sembitan, and Perlis where cettain areas aré allocated for the creation of halal food
production zones. These ¢Morts include development of infrastructure and food processing facilities. At
regional fcvel, the halal food zones planned are such as the Indonesia-Malaysia-Thaitand {IMT), Brunei-
Indonesia-Malaysia (81M) and indonesia-Malaysia-Singapore (IMS) triangles. B -
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According to the MOA, as part of the NAP3 strategic approach to develop agricullural-based products, the
Ministry will identify key products and markets based on the consumers® and markel demand, preferences,
and potential. I]alal livestock and livestock value-added products have been identified for expansion and
scrutiny to meet the national foed requitement and enhance competitiveness and prefitability. This nove is
complementary with the IMP2’s objectives, which identifies food processing as one of the sources of
future growth for the counlry.

The Department of Veterinary Services (DVS) under the Ministry of Agriculiure is the custody body that
ensures the quality of livestock products by strengthening veterinary services to maintain and enforce high
veterinary sanitary standards for imports and exports of livestock products.

In order to achieve this, DVS has introduced the following measurcs:

. Iistablishing standards on livestock products.

. Promoting Good Animal Husbandiy Practices (GATIP} in all livestock fans.

) Strengthening accreditation schemes through Quality Assurance Program (QAP). .

. Promoting Good Manufacturing Practices (GMP) and Hazards Analysis Critical Control Points

(HACCP) in all abaltoirs and processing plants by the DVS in order to maintain and improve
quality, cleantiness, and safety of food products.

. Liasing with JAKIM to inspect the slaughtering procedures and conditions of abattoirs.

The support foundation of various government agencies are shown in Table 6.25.

In strengthening the supporlive organisations, the following arc arcas highlighted:

a) Infrastructure and Support Services

® Slaughter, processing and support facilities for halal products wil! be expanded and upgraded. This
will include the establishnient of “centralized slaughter facitities” with veterinary supervision to
replace the current “wet slaughter market”. There will also be infrastructure at entry points for

exporting and importing halal products including storage systems.

. Cold rooms, warchouses, and containers will be built and beller transportation system will
developed for proper distribution purposcs.

¢ Skilied manpower will be developed through accredited training schemes. Industry funded training

programs will be encouraged to complement training provided by Government institutions and the
academia.
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b)

€)

d)

R&D and Food Processing Fechnology

Government involvemenl in R&D will be strengthened and censolidated to increase overall
institutional capacity and efliciency fo suppott the industey. The R&D are carried out by sevesal
institutions, especially MARDI, DVS, UKM and UPM, en now product development, food
biotechnotogy, halal foad ingredient, discase diagnostic, and prevention and control on livestock.

According to the dircctor of MARDI, Dr. Abu Bakar Hussin (1999), MARIM has a very strong
team of food specialists and technologists contributing to the food processing technotogy, such as
crealing a new supplement for halal ingredicnt such as the vegetable-based gelatine fo substitute
the meat-based gelatine. The advancement of food biotechnology has instigated new issues to hatal
food production. For example, if the swine DNA is transplanted to the yeast cell for producing a
kind of profein, is the new protein halal or haram? The fermentation of soy sauce and tapai, which
produces very low level of alcoho! in the final product, is it halal? These types of issues will be
forwarded to the Majlis Falwa of JAKIM te detenmine the halal status of the product. MARDI is
trying to develop proper processing methods, new technology. new ingredients, and material that
are safe, clean, healthy, and halal.

Laws and Regulations

Minislry of Pomestic Trade and Consumer Affairs has some authorily to regulate hatal food in
Malaysia. Trade Description 1972 (Use of Expression “Hatal” Order 1975 and the Marking of
Food Order 1973) has stated clearly the condition of using the halal expression and the labelling of
hatal food, as well as the penalty of misuse of the halal cxpression and marking. However, as
explained by Encik Mchd. Rabani of Ministry of Domestic Trade and Consumer Affairs, the use
of halal and the marking of halal are voluntary, which mean that halal products do not need to be
marked halal. However, il a manufacturer uscs the hatal expression and the hatal logo and the
producis are found to be non-halal, they will be penalised.

For importation of nieat and livestocks to Malaysia, all the meat and livestocks must be hatal, safe
and discasc free under the Animal Rule $962, which is cnforced by the Custom and Uxcise
Department. Halal certifications from the expoiting country must be recognised by the Malaysian
Governntent in order to ensure the products are halal, and prevent confusion and
ntisunderstanding,

Capital aand Financial Support

Public and private financial institutions are helping halal food manufacturers to gel adequate

funding in investing to be halal food producers. According to Ms Lilywati (1999), Deputy
Director, Agro Industries Division of MIDA, several banks such as Bank Negara, Bank Islam, and
Bank Pertanian have special packages to help manufacturers get sufficient funding

In addition, suitable incentives for automation inveshinent will be provided, and import tax on
specialised livestock farm and processing equipment will be abolished. The main inceatives for

‘the investment in manufacturing and agriculture sectors are provided for in the Promotion of

Investment Aci, 1986 and the Income Tax, 1967. MIDA is also providing incentfives to food

~processors and manufacturers in the form of impost duly excimplions for raw ingredicnts and tax

incentives to encourage investments in infrastructure development to attract locat and loreign
investors. '

The NAP3 contes with RM32.4 billion Plan of Action for a 13-year period (Singh, 1998). Since

* pronioling Malaysia as an international halal food hub is under the medium-termy measure,

sufficient amount of fund is cxpected to be allocated in this action plan.
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e) Institution of Accreditation and Standards

. Besides JAKIM’s official logo, the Veterinary Health Logo is another accreditation to enhance the
halal produci. This DVS logo ensures the meat and meat product is safe to consume and discase
free.

* The food quatity division of MOH is the agency in charge of the HACCP accreditation in

Malaysia. The Guidetines for LIACCP Certification Scheme (1998) is ready and avaitable to assist
food manufacture to oversee the food manufaciuring and practice the GMP.

f Promotion

. MATRADE is the agency responsible for promoting Malaysian halal food under the Malaysia
brand name. Ministry of Intemational Trade and Industry (MITI) is also playing an imporiant role
in the international arcna to promote Malaysia as an international halal food hub. Both (hese
agencies also conduct trade exhibitions, seminars, and conferences lo pronmote and ‘sell’ our hatal
food worldwide especially to United States, European Nations, Middle Fast, and QIC countries
where there are substantial Muslims poputations. MITI also facilitates efforts in identifying new
halat export markets such as Commonwealth of Independent States (CIS) and Russia.

£) The Industrial Mastey Plan 2 (IMP2)
The following are IMP2's additional measures in the halal meat processing indusiry:

. Facilitate importation of meat (rom new sources for the processing industry
. ~ Promote joint ventures in beef and daicy industry both local and overseas to ensure consistent
supply of meat and feed ingredients

. Designate specific zones for livestock production and promote large-scale caltle and sheep
integration under plantation crops

. Prontote branded halal feod internationally

6.3.6  Roles and Efforts by Private Sector in Positioning Malaysia as Halal Food Hub
a) Organisation and Products

In this study, most of the respondents sce the future of the halal market as very bright. The CEOs and
senior officers said that their companies’ management are gencrally aware of the current and future market
of hatal food and their sesponsibilitics in providing good, healthy, safe and permissible food to Muslims
especially, and non-Muslims as well. Some of the respondent corpanies have special halal commiltees
responsible for the development of the hafal food industry.

Most of the companies also apply either GMP or IHACCP or both to ensure good quality of the companies®
products. Some adopted ISO 9000 series as well. As mentioned by the Syariah Unit and Majlis Syariah of
Prima Agri Products Sdn Bhd and KFC (M} 8erhad, the halal factor should be the core basis of their
company’s qualily assurance because halal is a holistic approach that embraces the GMP and HACCP.
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b) Promotion

A number of international as well as local food companics are currently being benefited from the halal
require;uent and capturing larger markets locally and around the world. Examples of some successful
companies are Nestle {Malaysia) Berhad, KFC Holdings (M} Berhad, MAS Catering Sdn Bhd, Prima Agri
Products Sdn Bhd, Unilever (M) Holding Sdn. Bhd, Golden Arches Restaurant Sdn. Bhd, Halagel (M) Sdn
Bhd, Adabi Consumers Industries Sdn Bhd, Ajinemoto (M) Berhad, and Ramly Food Processing Sdn Bhd.

In promoting halal foods, intemnational companies should conduct seminars and conferences during their
general meetings with their corporate office and subsidiarics. The industry players should also parficipate
in trade exhibitions at the domestic level and infernational level and promote their products and Malaysia
as a competent halal food producer. '

<) Distribution

Food manufacturers are required lo guarantee that the distribution system of their products is safe, clean
and ensures that their hatlal food reach customers at the right time, the right place and in good condition,
This is in accordance to the requirements of the Trade Nescription (Use of expression ‘Halal’) Order 1975
and Trade Description {(Marking of Food) Order 1975. Presently, transportation and distribution channet
for imported meat producis, including chilled and frozen products, strictly follow this requirement. For
other halal food preducts, including chilled and frozen variclies, are distributed through the normal
distribution channcl, but added case is given to ensure compliance with halal requirements as stipulated.

d) Pricing

Halal product is a value-added product with high qualily assurance. The price, therefore, should be
reasonable, and affordable to alt Muslims and non-Mustims. Qur random observations and information
provided by some respondents indicate that there is not much price difference belween halal and non-halal
food. Food manuflacturers should absorb the R&D, accreditation on the cettilicate, and logo. as an
investment and not a production cost as the halal product is more compelitive compaied to other quality
products. A company's accountabilily is very crucial because hatal in not just a business but also a sacial
responsibility to consumers.
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Chapter 7

M ARKET POTENTI AL




7.1

CHAPTERT

MARKET POTENTIAL

Market Drivers

Drivers around the world for consumption of chilled and frozen are commaon. The stronger drivers are the
changing demography and lifestyle of consumers. Houschold income is increasing, consumers are better
educated, and the convenience that chilled and frozen can offer is becoming more appealing ta consumers.
On the supply side, technology is helping producers respond better to consumers® requirements for more
variety and quality of food, albeit at a stower pace.

The following are faclors that drive the chilled and frozen industry:

a)

b)

c)

Changing demography and lifestyle arce the main demand drivers

Chilled and frozen food is gaining mere acceptance as an alternative to fresh feod, especially
among the higher income and educated group. With income level on the increase, ¢lectrical
appliances, such as refrigerators, freezers, and microwave evens are becoming more affordable.
The rising level of cducation combined with higher houschold incomes is expanding the size of the
middle te high-income group and, therefore, the demand for the products. Studies have shown that
people with higher income and cducation levet tend to consume more chilied and frozen food.

There is a growing preference among consumers to spead tess time cooking. The number of
working wonten, single parent and dual income houscholds are incrcasing and they are finding
frozen “Home Mcal Replacement™ suitable for the obvious reasons of convenience and fast food
preparation timc.

Research showed that teenagers heavily influence frozen food purchases. The houscholds with
teenagers tend to consunie more pre-cut/pre-cooked food.

There is a gradual change in hifesiyles from single to triple meals towards lighter mweals, and
greater health and weight consciousness.

Growing food service industry is also creating additional demand

In the food service sector, frozen food is also gaining favour with restaurants as they try to reduce
their operational costs by purchasing processed ingredicnts in frozen form which reduces
preparation time and labour. The same advantages of chilled and frozea food also bhoost the
consumption by end consumers.

Gienerally, the food service sector consumes more than 60 percent of total sales of chilled and
frozen food. The flourishing food scevice industry especially in the US, UK and Japan, is on¢ of
the main factors driving the demand for chilled and frozen food.

More products and better merchandising are encouraging more purchases

More varielies and better quality of chilled and frozen food are being introduced into the narket.

There arc more shopping malls or convenience stores oftering chilled and lrozen products. Space
for chilled and frozen foed has also been increasing to accommodate the increasing varietics of

“better quality products,

The fact that more shopping malls/superstores and convenicnee stores offer chilled and frozen
producls and increasing space to acconmmodate the products, refleet their mounling conflideace.
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d) Marketing effor(s arc creating awareness and improving product perception

. Marketing programmes arc important in educating and communicaling to consumers the
advantages of chitled and frozen food, i.c., chilled and frozen food as the fresh lood alternative.

) Promolion activities, ¢specially media advedising and  demonstrations are effective in
conwnunicating the value of chilled and frozen products, i, as good as fresh food, if aot betler,
more hygienic, and tasty. Studics conclude that sales of chilled and frozcan food is more promotion-
responsive than other products.

€) Improvements in supply chain is producing belter quality product and improving oufpul and
reducing cost

. tmprovement on the cold chain, i.c., better equipment, proper food handling practices, adequate
transportation, and storage will encourage higher output and minimise incidences of spoitage.

. With wider use of information technology e.g. the Internet, food processars are better informed of
the supply and variely, and are able lo imake comparisons. The intemet cnable tower procureiment
cost as well as providing more sources of supply of chilled and frozen food. At the same tlime,
consumers are able to easily oblain better and faster information related to the chilled and frozen
food. ' :

Based on these findings, we conclude that, generatly, the chilled and frozen Tood markets in different
countries have similar growth paticins, as market drivess are also similar.

7.2 Market Size Projection and Sensitivity Analysis

7.2.1  Markef Size Projection

Malaysia’s chilled and frozen food consumiption for 1999 has been cstimated at approximately 6.0kg per
capifta (see Table 7.1).

Table 7.1 Estimated Local Consumption® 1999
RM miillien
Ready meals 9.5
Snacks 42.8
Ingredients 5.6
Vegetables 506.7
Meat & meat-based products 853.7
Seafood* 1419
1,560.2

*  Domostic consumplion = Production add impont t¢ss exporl.

Given the universal natlure of the drmrs of the indusicy, the study team concludes ihai thc stage of
development of the Malaysian chilled and frozen food industry is cqunalcnl to the stage of the industry’s
development in Japan in 1980. This conclusion is consistent with the opinion of experls with industry
knowledge of the Japanese and Malaysian chilied and frozen food mdm{ry

Using the Japanese consumplion groulh paitem the study team developed a moded to cstimate Malaysia's

consumplion of frozen food from now &ill year 2010 based on the dev elopmeni of the Japanese chilled and
frozen food industry since 1980,
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Chart 7.1 Japan: Adjusted Per Capita Prozen Food Consumption

AdJusted Per Capita Frozen food Consumption in Japan
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Accordingly, based on Malaysia®s 2.0 percent population growth rate’ projection for the next 10 years, the -
market size for local chilled and frozen food is projected at RM3.1 billion in 2005 and RM6.0 billion in
2010. Malaysia’s chilled and frozen food consumption is projected to increase to 11.7 kg per capita by

2010 (sce Chart 7.2).

Chart 7.2 Malaysla Chilled and Frozen Food Market Profection

Maltaysla Chilled and Frozen Food Market Projection
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! Source: Statistics Department’s estimate.
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hTable 7.2 Projected Domestic Chilled and Frozen 'ood Markel

Year Projected Estimated Per Total Domestic
Poputation Capita Consumption
— |_Consumption :
000 Kg ‘000 Ton | RM million*
1999 22,712 6.13 139,920 1,560
2000 23,166 6.26 145,013 1,697
2001 23,630 6.72 158,804 1,942
2002 24,102 6.9} 167,027 2,135
2003 124,584 1.50 184,468 2,464
2004 25,076 1.76 194,691 2,17
2005 25,577 8.34 213,380 32
2006 26,089 3.81 229,867 3,504
2007 26,611 2.49 252,419 4,020
2008 27,143 9.99 271,147 - 4,513
2009 27,686 ~ 10.50 290,665 5,056
2010 28,240 11.72 331,088 6,018

* Assuming average price per kg of chilled and frozen food is RM11.20 and inflation rate of 4.5% p.a.

The growth rate for the 4 categories of food are as follows:

Table 7.3 - Estimated Growth Rate for Various Chilted and ¥Frozen Food Segments

B Estimated growth per annum
2_000-2095 2006-2010
Category | Ready nieals 1 25.0% - 15.0%
Calegory 2 Snacks 25.0% - 15.0%
Category 3 Food Ingredient 10.0% L 20.0%
Category 4A | Vegetables - 14.5%- 19.3%
Catlegory 4B Meat & meat-based and seal‘ood products 10.0% 10.0%

We foresee higher growth, especially for the ready meals _snacks and vegetables, due 1o the increase in
value-adding aclivilies on these products. Another major source of growth is cxpecled 10 come from the
developruent and promolion of a wider range of local vaneiy chllled and frozen food, and general growth
of food service secior. :

Given the above projected growth rate, the following is the projected market size of the vjario'u's;' segments:
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Table 7.4 Market Size for Various Chilled and Frozen Iood Categories

1999 2005 2010
_ . RM million | RM mitlion | RM miltion . |
Category | Ready meals 9.5 363 73.0
Category 2 Snacks _ 42.8 163.3 328.5
Category 3 Food ingredient ) 5.6 10.0 248
Calegory 4A  [Vegetables 506.7 £,1289 2,150.9
Category 4B [Meat & meat basedand 995.6 1,761.8 2.840.6
- séal_‘ood products ~ _
|Total o 11,5602 3423 6,017.8
[Compounded Annual Growth Rate - ' 122% 13.1%
Table 7.5 ~ Projected Relative Market Size for Various Chilled and Frozen Food Categories
1999 2008 2010
' o % % %
Category | Ready meals - X ] R 1.3
Calegory 2 |Snacks 29 _ 5.5 59
Category 3 Food lagredient 0.4 0.3 04
Category 4A  |Vegetable - _ 324 359 43.2.
Calegory 4B ' [Mcat & mcat-based and 63.7 510 49.1
: L seafood products _ :
: - EO{} 0 100.0 100.0

~ Currently, the chilled food market in Malaysia is not very significant. Statistics on this segment is
- genenally grouped under “fresh and chilled” and there is no systematic and separate statistics avaitable on
the consumption of chilled food in Malaysia. For the purpose of projecting the market polential, we assume
that the per capnla consumpllon 0f 6.1 kg eslimated above consist only of frozen food. The market potential
of the chllled food would be addre ﬁscd ina separatc seclion,

7'._2.2' Projected Domestic Market Size for Chitled Food

o Markei pf)tenl!al and growlh rate for ch:lled ff)od evcccpl chllled \.egchbks is pro;ec{cd to be much tower
than the frozen food in Malaysm due ‘to chilled food’s grealer sensilivity to temperature, The tropical

- climate is not very "fnendiy t¢ chilled food and the temperature tolerance range for chilled food is qmle
narmw As such, \anatlons in lemperalun, area ma_|or cause of food hygiene conceins.

g Thc sludy (eam concludcs that the relalne markel size of the clnlled food (cxcludmg vegetables) IS
conservalively estimated at around five percent of the total chilled and frozen food market value. In 1999,
- the chilled vegetables contributed appioxinaicly 85 pem‘nt of the chilled and frozen vegetables ma:kct '
o size, Thls proportion ‘of chilled vegctabk‘s markel size is e\peclcd to remain n_hlncly thé same in the

S future as consumers gencrally prefer I'n.ehncf.s



7.2.3  Sensitivity Analysls

Sensitivity analysis was performed to gauge the impact on projected market size for chilled and frozen
food market due to variation in the estimated per capita consumption. '

The discussion with various industry experis indicate that Malaysians would likely consume more chilled
and frozen food per capita and the growth of per capita consumption in the future may also be faster
compared 1o Japan in the past. Example, Malaysia has a larger young generation demographic composition
than Japan, and the younger gencration today tends (o adapt to new trends fasfer than the younger
generation in the past. Malaysia also has the advantage of starting from a higher platform of the industry
development stage compared to Japan as refrigeration technology and home appliances ate seadily
available. Nevestheless, the overall growth trends should be universal for the Japanese and the Malaysian
market. ,

Hence, the projection of Malaysia's consumption of chilled and frozen food in the carlier section
represents the lower range of Malaysia’s futore consumplion path.

Sensilivily analysis was carried out 1o gauge the impact of higher growth and consumption rates for the
following scenarios: :

Scenario | Scenavio 2 Scenario 3
Higher per capita consumption rate 25% - 25%
Faster consumption growth rate? - 25% 25%

*  As compared 1o the projecied compounded annual growth rate per capita consumption during 1999 to-2010. For
example, a 25% faster consumption growth mcans Mataysians will take approximately 7.5 years to achicve the
level of consumption that Japan took 10 years ta achicve.

"The summary of sensitivity analysis is set out in Table 7.6.

Table 7.6 Sununary of Sensilivity Analysis

SCENARIO SCENARIO 2 SCENARIO 3
Year [Estimated  |[Total Estimated Total Estimated Total
Per capifal |consumption [per capital  |consumption [per capltal consumption
consumpiion consumption consumption ]
Kg ‘000 RM Kg ‘000 ton RM | Kg | ‘000 } RM.
ton | miilion million ton | million
1999 6.13 139,302| 1,560 6.13 139,302 1,560 | 6.13[139,302| 1,560
2000 71.82 181,267| 2,122 6.82 158,064 1,850 | 8.53|197,581] 2,312
2001 840 198,505 2,428 7.33 173,096 2,117 | 9.161216,370] 2,646
2002 8.66 208,784] 2,668 1.55 182,060 2,327 | 9.44227,575] 2,909
2003 9.18 230,585| 3,080 8.18 201,070 2,686 [10.22]251,338| 3,357
2004 9.71 243,364| 3,397 8.46 212,213 2,962 [10.58]265,266| 3,702
2005 10.43 266,725 3,890 9.9 232,585 3,392 | 11.37{290,731] 4,240
2006 11.01 287,333 4,379 9.60 250,554 3,819 [12.00]313,193] 4,774
2007 11.86 315,524| 5,026 10.34 275,132 4,382 |12.92]343,921| 5,478
2008 12.49 338,934] 5,641 10.89 295,550 4,919 113.611369,438| 6,149
2009 13.12 363,331 6,320 11.44 316,825 5,511-]14.30]396,031] 6,888
2010 14.66 413,860f 7,522 12.78 360,886 6,559 |15.97]451,107; 8,199
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Based on the analysis, the following are the ranges of estimated market size for the Malaysian chilled and
frozen food:

Table 7.7 Range of Estimated Pomestic Chilicd and Frozen Iood Market Size
Per Capita Market Value
Consumptien
Kg RM billion
2005 B3- 114 3-42
2010 11.7 - 160 6.0-8.2

The above results indicate that under more optimistic case (sce Table 7.5, Scenario 3), Malaysian’s
domestic consumption of chilled and frozen food would increase from the present RM1.6 billion to RM3.2
biltion by 2010, at a compounded annual growth zate of 16.0 percent. Similarly, under Scenario 3, the per
capital consumption of chilled and frozen food in Malaysia would grow from 6 kg to 16 kg al the
compounded annual growih rate of 9.3 percent during 2000 to 2010.

7.3 Marketf Potential by Produel Categories
a) Ready-to-Serve Meals

This market is currenlly very small. However, indications arc that demand in this segment of the local
market will grow as Malaysia becomes more developed. I the local ready-to-serve meals” market is not
developed 1o meet this anticipated demand, consumers will eventually tum to imports to satisly theit
needs. The increasing demand for ethnic food in Western and developed countrics are alse an opporiunily
for Malaysia's ready-to-eat meal producers. The study team, in view of the import substitution possibilitics
and export potential, belicves this segment of the market should be aggressively developed.

b} Snacks

The chilled and frozen ready-to-serve meals and snack food market size is currently very small but
atlractive. I is dominated by a few major producers. Based on the industry survey, this sector has been
growing at around 10 to 20 percent pa. for the past few years. For the purpose of this study, a higher
growth of 25 percent p.a. is projected for 2000 lo 2005 as industry players indicated that they are
expanding their production in the ncar future. As longer period projections arc subject o higher degree of
unceitainty, we have moderated the growth sale 1o 15 percent p.a. for the following five years, ic., from
2006 10 2010.

The globat increasing demand for snacks and ethnic food offers good export potentiat for tocal producers.
Already several local snack manufacturers have successfully pencirated the expost markels despite
limitation and importing countries' stringent requirenients. The snack segment should be developed to
strengthen our existing foundation to take advantage of the global export potential.

c) Ingredients

The consumption of chitled and frozen ingredients in Malaysia, currently, is a mere RMS.6 million (0.4
percent of total frozen food market). Frozen ingredient consumption is nrainly an urban phenomenon.

However, with the development of the food scrvice sector, e.g. the central kitchen, this segiment will see an
inerease. Chilled and frozen food ingredients are facing competition from the casily available fresh and
dried varictics that have a longer shelf life. For these reasons, the study tcam concludes that this segment
offers limited opportunities. '
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The ingredient categorics can be divided into 2 scgments as follows:
3] For industrial use

Currently, this segment is undeveloped. There is hardly any loca! supplier capable of producing the quality
and quantity of processed ingredients required by the food service operators. In addition, our industry
survey of food service operators also suggest that most of them do not feel an immediate need to use
frozen ingredients instead of the fresh or dry form.

However, this segment has vast untapped polential in the future, given the trend of food service operators
in seeking ways to reduce operaling costs. It is projected that the frozen ingredient for industrial use will
initially grow at a slow pace for the next five years. We expect 1hat as mote chilled and frozen products are
developed and increasing activitics of the food service sector, the demand for chilled and frozen ingredient
will catch up at a subsequently faster rate.

2) For end consumer use

This segnient is expected 1o grow at a faster cate as compared to the industrial use of chilled and frozen
ingredient segment, due 10 the following:

. Current base is very small

. Barrier to entry, e.g., process technology and cost of investment is lower, thus, more producers
especially smaller ones will enter the market once the market slaris developing

The average annual growth rate for the overall food ingredient segment is estimated at 10 pereent at the
next five years and 20 percent for 2006 to 2010. :

Future potential of chilled and frozen ingredients relies heavily on the following factors:

U Product development — to be more advantageous compared 1o ils fresh’/dry form equivatent

. Markefing — able 1o educate consumers of its benefits and persuade food service opérators to use
more frozen ingredients

d) Yegetables

For the market potential projection, we have grouped chilled and frozen vegetables as an individual
category as we cxpect this market segment will experience significant growth in the fulure, mainly driven
by the demand of food service sector. For compatison, in Japan, the frozen food for institutional use is
approximaltely 70 percent of total frozen food consumption, and approximately 30 to 40 percent for
European countries. '

Currently in Malaysia, most chilled and {rozen vegetables especially the minimally-processed vegetables
are imporled. ' '

There is a relatively big ready market for chilled and frozen pracessed vegetables, with the supply
currently met by imports. There is limited scope for import substitulions as a large porlion of these
imported vegelables are not economicatly or technically feasible to be grown in Malaysia. Nevértheless,
within these consltraints, there are poteatials to locally undertake value-adding processing on imported and
locally grown vegetables, ¢.g. minimally-processed vegetables for institutional users. '

We eslimate that this segment would be grm.\'ing.al approximately 15.8 péﬂ‘éni and 18.8 percent pa. for
2000 te 2005 and 2006 to 2010 respectively.
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e) Meat and Meat-Based and Scafood Products

The meat-based and seafood segment is a mature market in Malaysia. This is the biggest segment of the
markel, accounting for alimost 63 peicent of the 1999 market scgment. This segiment is expected (o remain
one of the biggest scgments even in 2010. Based on our indusiry survey, the industry is projected lo growlh
at 10 percent p.a. through the projection period. Meat-based products are mainly for local consumption,
while a targe percentage of scafood is exported. This segment is well developed and dominated by a few
large players, some of who are public-listed companies in Malaysia.

Meat, poultry, and seafood are targely constrained by the limited supplics of local meat and seafood. The

processed meat or meat-based products have limited scope to expoit 1o Weslern countries, due to its
inabilily to meet stringent regutatory sequirements of these countries,
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CHAPTER 8

KEY CHALLENGES AND ISSUES

8.1 SWOT Analysis

3.uL1 Chilled and Frozen Food tadustry

A SWOT (Strength, Weaknesses, Opportunitics, Threats) analysis was carried out on the present state of
the induslry. Its worthwhile to mention that SWOT analysis only provides a general view of strategic

direction for the industry and more analysis is required before any strategy could be articulated with a
ceitain level of authotity.

The result of the SWOT analysis is provided below:

a) Strengths

® Malaysian ethnic food has already penetrated overseas markets and is well reccived.

. Local poultry and scafood industry is well-established and as competitive as the foreigo products.

. Good industrial infrastructure already in place coutd atlract new investors.

. Major players are upgrading their technology and production systems and are calching up with
international operalors.

. Sufticient trained food technolagists arc available.

. Support provided by the government in terms of liberal inpul importation and fanding.

. Public research institulions are already in place, thus, reducing set-up time.

b) YWeaknesses

) Local agricultural output is insufficient to support the requirements of the food processing
industry, in terins of quantity, qualily, and consistency.

. Mataysia is a high cost producer of food products as most key raw materials necded are imported.

. Malaysian exporters have difficullies in mecting international food regutatory standards and big
buyers’ requireiments of importing countries.

. There is very liltle local commercial rescarch and development on chilled and frozen foed,
especially on ethnie food.

. High cost of imported machinery.

. Lack of suitable equipment for production of local ethnic food.

. Perfermance of locally fabricated machinery is not at par with imported ones in tenms of efficicncy
and effectiveness, resulting in lower food quality.

. Lack of technical knowledge on feod standards and sclection of proper equipment and monitoring
devices.

. General perception of frozen food as being inferior to fresh food.

. Lack of appreciation of the quality parameter of chilled and frozen food.

. Not able to export meat-based products since Malaysia is not certified compliant with international
food standards.
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b) Weaknesses (continued)

. Improper design and qualily of storage and equipment mainfenance.

J Lack of know-how and poor practices in handling chilted and frozen food.

. Lack of cold truck nctwork outside Klang Valley.

. Under-utilisation of {rained manpower.

. Local workers are not keen to work in chilled and frozen food indusity due to cold operating
cavironment.

<) Opporlunitics

. Most of the food processing sectors is al infancy ot initial stage of growth. There is a big scope for
expansion, especially into value-added food products.

. There is a growing trend towards the consumption of convenicace food that ar¢ easy to cook and
ready to eal.

] Malaysia is still a developing country and urbanisation rate is rising. This translates to
epporiunitics for expansion. '

. There are prowing business oppotlunities through franchlsmg and the central kitchen concept.

* Strong Government suppon as a resull of recent refocusing on the agricuftural sector.

d) Threats

. Trade plobalisation will result in more éompclilivc foreign food products into Malaysia and
setarding the growth of the local industry.

. Competition from non-chilled and frozen foods.

. Stringent food fégul:ltiOnS and importing countries’ customer requirements.

. Compelition from non-chilled and frozen foods.

8.1.2  Positioning Malaysia as a Halal Food Hub

A separale SWOT analysis was carricd aut on Malaysia’s aspiration to be a hub for halal chil!ed and frozen
food.

a) Strengths

. Malaysta is a Muslim country with high appreciation on halal food,

. Malaycla is a member of OIC and a respected Muslim counlry

. Malaysian halal logo, verification and certification system are generally well recognised
worldwide.

. The Goverment strongly suppmls the hatal food industry.

. There is good industrial infrastructure with well- connecled iranspostation network and utilities
supply. ) .

» Existing major p!a)'érs_ in the food industry have been actively promoting halal IOgQ. .
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b)

d)

8.2

Weaknesses

Lack of local raw materials. Key raw materials need (o be imported and ol sourced.

Poor linkage antong the several Government agencies in solving problems and implementing
strategies with no concrele action plans yet. Exampte, MATRADE is promoting the Malaysian
brand name but not a Malaysian halal brand.

No regutation on mandatory official JAKIM halal certification and logo.

Impact of the privalisation of halal cetification with regard to lees especially to the SMis.

Opportunities

Mustim poputation is growing at a faster rate than the world average, which means increasing
demand for halal food..

Large regional (ASEAN) Muslion market,

Muslim purchasing power is-increaéin'g.

Istamic awarencss among Muslims are expanding worldwide especially in non-Muslim countries.

Commonwealth of Independent State (CIS) countries arc new markets for halal food. These
countries have a targe Muslim poputation

Liberalisation of trade worldwide, and harmonising of halal regulations and guidelines globally
through Codex, will facilitate halal food trading.

Threats

Other Muslim countries are beginning to compete with Malaysia as halal food producers.

Non-Muslim countries with large Muslim minoritics are in a position to produce hatal food, e. g,

Chlna

Countries with abundant local agricultural resources, ie., good local meat industry such as

Australia and New Zealand, are potential compelitors.

Export issues and constraint on halal standards, food tabelling, rivalryy among the certification
bodies and certification system and difTerent halal concepts.

I’oqmb:hly of losing the. compelitive advantage of the “Malaysian Halal” logo duc to
standardﬂatmn of Halal Logo in ASEAN.

\ialay'sia Chilled and Frozen Markc( Key Challenges and Issues

In the dexcmped countnes, chilled and frozen foed sector has grown to be a significant proportion of the

total food business and is anhc:pa!ed to'show conlinuous growth, In comparison, Mataysia's chifled and

frozen food business is still in its infancy. While the seafood and meat scctors have shown good geowth,

the other chilled and frozen scctors such as complete meals, snacks food ingredients including local
' vegelables ate relatively undeveloped

For Ma!aysea o fi unher dev elop the chilled and frozen food seclbr. sweral key issues have to be addressed.

' These issues can be divided into common and industry specifici issues.
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8.2.1 Common Issues

The following arc various commion issucs:

’) Production

{nH Technical Know-how

In view of the sensitivity of chilled and frozen food to quality and safely factors, the advancement of this

sector depends significantly on the technica! know-how covering lhlS indusley, particularly on the
following aspects:

. Selection of proper equipment and use of monitoring devices for process, storage, transportation
and retailing

. Compliance to quality and product safely systems required by mdus(ry or regulatory authorities or
both

) ~ Adherence to Geod Manuflacturing Praclices by processors, support services, (lransporters, cold

foom opcrators, supplicrs) wholesalers, importers and retailers

Many of the players depend heavily on the equipment and ingredients suppliers or their agents for the
processing lechnology, and do not have the benefit of getting ohjective, mdgpcndent and professional
advice on the technology suitable for lhelr operalions.

2) Affordabitity of Chilling and Freezing Machinery

SMis may not have the resources and capability to upgrade themselves and meel the requiréments of the
maiket., The production of chilled and frozen food requires high investment in machinery and équipmicnt
and many SMI operaltors have difliculties in adopting newer technologies in their inanufacturing processes.

Duc to the high costs of imported machinery, many players are turning to machinery, which are tocally
fabricated and may not perform to the same level as the imported ones. The product as such may not altain
the desired quatity consistency. Failure to address this wili affect the long-term growth of this sector, as
consumers become more discerning about chitled and frazen food. Needless (o say, this will become more
crucial in the export narket, ' '

{3) Avallability of Local Raw Materials

The availabitity of locat raw materials has remained a long-standing national issue in making the many
locally produced foods competitive in the local and overseas markets. Local agricultural producers are not
able to supply the required raw material to the processiog industry, in ferms of quality, quantity, and
consistency of supply. This issue has been extensively addressed in NAPJ and other national policies.

For the chilled and frozen food indusiry, the fack of local raw material atone is not a ¢ritical issue, as the
food processors arc able to import the required materials at better quality, and sometimes at fower cost than
the local source. The current trend towards tiberalising infemational trade will worsen for Malaysia's

~ situation, unless the country is able lo compcte by improving their lechno!ogy and know how, and pcrl'onn
well in high value-added seclorb
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h) Techuologyand R& D
n Technology

Many of the good performance chillers and freczers are high capacily machines, while many playess in the
locat chilled and frozen food sectors operate at rather low ouiputs. Machines are not being used
economically. There is also lack of suitable machinety to produce most of the local eihnic food.

Q) R&D

Investnients in R&D in Malaysia are very limited. Under the 7 Mataysia Plan about RM1.2 billion (fess
than 1 percent of GDP) is allocated by the Government to fund Research Projects In Priority Arcas (IRPA),
which includes agriculture and food sectors. During the 1996 (01999, only 17 out of 3228 IRPA Projects
were undertaken on chilled and frozen food. Most of these have high components on product research but
low on development, which is crucial for any technology’s adoplion by the industry.

In the food industry, even less R&D is carried out for product innovations. The scenatio is even worse for
chilled and frozen food, where key chilling and freczing facilities are neither readily available nor allocated
for R&D.

For Malaysia to became a major player in chilled and frozen food, particularly in ethnic foods, R&D into
new products and product improvements and extensions have (o be actively pursued to meet the increasing
demands of consuniers, both local and export markels’.

Innovalive product and technology development will be onc of the key success factors for the chilled and
frozen food industry in the future. R&D would help the industry produce higher value-added products that
could compete with fresh food, which is currenily easily available. -

<) Consumer Acceptance, Perceplion, and Awareness

Frozen food is perceived as inferior in quality than the freshly prepared products. There is a lack of
-appreciation of the quality pafameters of chilled and frozen food as Malaysians are, generally, not as
discerning as those in the West. In addition, there is lack of awarencss on proper handiing of chilled and
frozen fcod

@ CodehaIn

Apart from processors the chilled and frozen food business depends also on other playets in the cold chain
to ensure the chain is not broken at any sfage, thus, securing product quality and safely to the end user. The
following are issues that need to be addre :sed :

* -Transporters cofd room operators, and retailers’ generat fack of knowledge in handling chilled and
' - frozen !‘ood niay lead to poorer food quality. . ,

s _ qupmenl should be pmpecly mamlamed and calnbrated including cold rooms, cold trucks, and
display cabinets. . .

e "[’mperly designed famh!tes should be available for loading and unloading of chilled and frozen
. food. Wllh the exception of a few big players, such facilities arc not available.

: o Poor practices, particulacly dunng loading and unloadmg tead to teimperatare abuses and
~ breakdown in the cold chain.

. Local fabricatoss of cold rooms and cold trucks sdmcluncs use inferior matetials that are off-
' : spccnl'cauon The use of low-grade pancls in the long fun degrades ¢ooling efliciency and qualny
B of the producls s(oredftranspoﬂed ' .
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d) Cold Chaln (continued)

* The lack of technology and know-how in buitding modemn and sophisticated cold stores which are
far behind international standards, cicates a huge gap in quality oulput from the food
manufacturers and cold store operators.

. The unreliable and unmonitored service and quality level of certain cold truck operators means that
manufacturer have to buy their own trucks. This is a hindrance lo smaller manufacturers whose
trade volume does not justify owning cold trucks. Furthermore, cost of cold trucks is far too high
for stall manufacturers. : :

) Lack of sufficient cold trucks operating networks outside of the Klang Valley.

. The need for Government involvement (o set-up industrial associations lo promote greater
cooperation with support service providers. '

e) Human Resourdcs

The industry is not adequately using trained manpower that is available in the country. Five of Malaysia’s
universities curtently produce about 450 graduates per year in Food Seience and Technology, but enly few
are employed in larger establishments. It is particularly important to have some degree of expertise wilhin
the establishment for this sector to gain compliancs to international food quality and safety standards.

However there is a shortage of workess in the sector in view of the nature of the operation (cold and
sometimes wel environment), The situation is made worse if chilled and frozen establishment is located
close to other establishments competing for limited manpower. - :

The employment of forcign workers may pose additional problems related to persoﬁal hygiene and
communication affecting the production and haadling of quality and safe foods.

f) . Legislative and institutional

Local food manufaclurers are having difficulties meeting the stringénl _inlerﬁéiion‘a!_l‘oéd regulatory
stanndards and the requirements of big buyers from imporiing counlries. ; ' o

There is a lack of an organisation to specifically spearhead the development of the industry and cé-ordinate
efforts of the industry players. Currently, the industry players are working independently in exploring the
" markets and conducting R&D, and are not aware of the availabitity of services or products that could help.
then in their operations. - ' ' : - . R

3

g) . Impact of Globalisation’ _ _
With the advent of AFTA, _WTO and global I"ibéraliséii()n of trade, Malaysian chilled and _fro_zeﬁ food
manufacluret will have (o face greater compelition both locally and internationatly, The industry SUrvey
indicates that generally the industry in Malaysia is in the infancy stage and may nol be able,l_o_com;kﬂe _

internationally unless the industey improve its issues identified in the Report.
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- 8.2.2  Sector Specific Issues
The following are specific issues of the 4 categories of chilled and frozen food:
' a) Ready-to-Serve Meals and Snacks

Currently, there has been very Iumled scope for the chilled and frozen read) 10-5¢Ive meals seclor as
reflected in the few number of rather small players. It is cnvisaged thal the main players in the local snacks
manufacluring sector will expand into ready-to-serve meals due Lo the use of similar technology and
production facilities. Issu¢s retfated to chilled and frozen snacks, therefore, will also apply 10 complete
meals. The following lists some of the issues:

{1 Désign of Manufactu rin_g Premise and GMP

Many factories producmg ftozen local snacks are operaling from shop lots and do not have the proper
design in lerms of Zoning for hygienic operations. The operators lack lrammg and unders!andmg of the
hygiene requirements relaled lo chilled and frozen food

“Meeting the hygiene slandards and complying with GMP and Food Safety requirements (HACCP) wilt be

a great challenge fo this sector of the food industry. This will involve upgrading the establishment to
comply ‘with the intemational standards (GMP & HACCP), which sonie key players are planning to do.
Without upgrading and complymg with hygienie practices, it will be difficult for the current snack
-manufacturers {o compels in the export markets and be able to sell their products in well known
supermarkﬂs and olhe; retail outlets. o

{2)' Product De\ elopment

Many of the snacks and ready meals products have been dcveloped on a trial and error basis by the
manufactuters themselves rather than based on a rigorous scieatific R&D. While these products are
~ aceeptable to curent consumers, they may not be acceplable in the near future, as consumers become more
~ discerning. For the local snacks and meals segments research work in other countries have limited
appllcalmn in Mataysm due to dll‘ferences in recnpe. consumer taste and type ol‘mgredtenls used

3 . Compehﬂon frOm Non Chilled and Frozen Focds

Local cht!led and f‘rozen snacks and ready meals will always have o compele wnth similar products, which
are freshly prepared particularly in the local market, Therefore the challenge faced by manufacturers is 10
be abl¢ to produce chilled and frozen snacks and ready mcals that ha\,c simitar ealmg qualities as freshly
_ prepared l‘oods with emphasss on convemcnce . .

@ ,sck of Experience in Proper Central Kltchen Operalion

“Oné of lhc potenhal developmenls of complete meats aﬂd snacks is lhe cenlral kitchen operatlon hou evel,
_ systermatic central kitchen operation is relatively new in Mataysia. It requires big investmenls in equipment
and producucm sys!em (e & cook chllled) to achae\e the safety standard that the mdusiry expecls

o . b) Foed lngredients and Vegetab!es

~___'-Vet'y few playe:s are in I}ns catcgory of chnlled and frozen rood mgredlenls About 60 percem of

- vegetabics imporfed ate in chilled and frozen fonns used by fobd service establishments such as fast food
- outléts, or for convérs:on ta value- added produicts by manufacturers, mcludmg those manufaclurers of
i r.-.snacks such as buns .samom, and Spnng rol!s : o o e -




As 1o local vegetables, the few big players in food catering establishment such MAS Catering, KLAS, and
Sajibumi have expressed the nced for minimally processed local ingredients and vegetables.

These minimally-processed ingredients and vegetables will add value to the larger food calering
establishments and institutions in terms of productivity, quality and hygienc. The reluctance of local
players to go into commercial production of these products could be aliributed again to availability and
cost of these vegelables. In addition, Malaysian farmers aie traditionally supplying their vegetables to wel
markets, and some supermarket chains, and only a handful supply lo indusities.

c) Chilled and Frozen Meal and Seafood
The foltowings are issues related to chilled and frozen meat and scafeod:
(i) Chilled and Frozen Poultry Products

This sector is equally well established with many big players involved, using high techinology machinery
and production systems which enable them to compete successfully with imports from US, Holland and
Denmark. A key issue in this sector for small playess is the cost of raw material (com, fish meal) for the
production of animat feed. Currently alinost alt of the raw materials needed are imported.

White the local market for chilled and frozen poultry products appear to be thriving, export of these
producis are timited. To date, because of strict safety and quality requirements, only three manufactuters
are allowed to export their products into Singapore. It will be a challenge for other players in this sector to
upgrade their overali operation to enable them to export their products to Singapore and to other developed
countries.

2) Chilled and ¥rozen Meat Products (Beef, Lamb)

Most manufacturers ate in the SMI calegory and almost 98% of the value-added producis (VAP) are for
tocal consumption. Most manufacturers use imported Indian buffalo meat except for Prima Agri and Puteri
Pan Pacific. The use of Indian weat makes it difficult for VAP {o be exported. The challenge is to import
higher quality meat from reputable sources such as from Australia and convert them into premium VAP
that can compele in the overseas markets. In addition, to be a serious player, a manufacturer of this
category must achieve UACCP slatus and obtain the Veterinary Logo.

3) Chitled and Frozea Pork Producls

In this category, there are a few major players of SMI status. For the local market, sales of products arc
sestricted to special designated section and counters al retail outlets. The hatal faclor is overshadowing the
growth of this seclor. The recent JE outbreak incident compounded problems (o export these products.

(4) Chilled and Frozen Seafood

This sector is well established, and is characterised by the parlicipation of relatively big players. Their
products are mainly exporicd. Maay manufacturers have obtained EU number and’or HACCP status,
which enable them to penetrate overscas markets. :

The key issue facing the sector is the availabilily of raw material such as prawns and other seafood. Local
manufacturers have 1o compete with Thailand for raw materials produced locally and in the region. White
Mataysia produces small quantitics of strimi, local manufacturers of value-added products rely on
imported surimi, reputed to be of higher quality. :

One of the challenges to this sector of the industiy is to produce quality focal produicts that could withstand
the freezing process and distribulion throughout the whole cold chain.

263



At present, Malaysian exporters of chilled and frozen seafood enjoy preferential treatment in Europe. If
this is removed, it will be a challenge for the local players to compete with Thailand, one of the bigges!
wanufacturers of seafood.

8.3 Key Challenges and Issues Identified for I¥alal Food Hub

Malaysis, being a respected Muslim country, is in a good position lo establish itself as the main supptier of
halal foods and tap into the growing world market. There is, however, an urgent aiced lo address many
technical and practical aspects affecting the production of foods for the growing halal market, especially
with non-conventional ingredients. There must be sufficient monitoring and quick decision-making by
authorities to prevent conswmer dissalisfactlion and confusion.

Malaysia aspires to become the hub for the production and matketing of hatal products. There are various
agencies involved in ceystallising the “Malaysian Halal Food Hub” concept, such as MOA, DVS; JAKIM,
MATRADE, and MIDA. These agencigs' efforts are not concerfed and lack a common vision, ¢.g.
determining whal the halal food hub should took like.

To be recogaised as a “hub”, the “hub” must also preduce vast product ranges of all types of food, not only
chilled and frozen food and undeitake various related activitics. Taking this into consideration, authoritics
should revisit the following slrategic issues: '

. What is Halal Food Hub?
. What to hub? Do we hub the production, certification, or distribution centers, or the entire vaiue
chain?

We have oullined some points (see Chart 8.1 and Chart 8.2) perlaining to the above-mentioned strategic
questions for further consideration, As such, it is not appropriate to discuss the halal food hub within the
scope of chilled and frozen food only.

As such, it is not appropriate to discuss the halal food hub within the scope of chilled and frozen foed only.
Nevertheless, we have identifted the following issucs related to the production and markeling of halal food:

a) Production and Distribution

. The major weakness for Malaysia is the lack of local raw materials to produce large quantity of
frozen and chitled food products. Presently, local livestock and meat production is relatively small
and unable to mect the increasing domestic demand. Malaysia needs to increase ils current imporis
from Australia, New Zealand, the US, EU, and India il it wanis to become the halal food centre.

. i is a great challenge to establish a comprehensive puidcline and moniloring system for the
production of halal food, which incorporates both GMP and Syariah law. In addition, the product
has to be “halal” throughout the chain.

b)  Technology and R&D

. Scientilic advances, such as using genctic engineering in food production, pose a great challenge
to halal certification, in terms of halal interpretation and to verify if the genes are from prohibited
animals. ' _

. There is a need to address the many technical and practical aspects of halal food production,

especially in the use of non-conventional ingredicnts. Research and development witl play a very
important role in futute to help food producers verify the technical aspects of halal certification of
food ingredients, processes, and packaging materials.
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Legislation and Institutional

There is a tack of linkages among Govermment agencies in solving problems and in implementing
strategies for halal foed production. The leading agencies such as MOA and MATRADE are
perceived by indusicy sources to be mioving at a very slow pace. Even though the subject of
positioning Malaysia as hub for halal food is clearly stated in NAPJ and IMP2, to date, however,
only a strategic plan has been fonmulaled. There are no clear and concrete aclion plans yed,
according to a MOA eflicial, due to the lack of manpower and resources.

Ther¢ is no regulation on making the halal production mandatory. This bas restricled the

enforcement of the regulation on hatal and the monitoring and control of hatal expresslon and
marking since halat is just a voluntary exercise to the manufacturer,

There is no legal requirement for mandatory compliance of halal, except that it should conform to
the Trade Description {use of expression of “Halal”) Order 1975.

Presently, there are many logos for halal products in the country. Standardisation of these various
logos is necessary for uniformity and to aveid confusion among consumers.

JAKIM halal logo and cestificate are highly recognised infermationally. Howeves, the impac!rof
privatisation and fee structure for halal certification could become a factor discouraging the
expansion and further growth of halal food market especially among SMI's.

At present, there is insufficient supportive infrastructure, such as accredited faboratories for halal
auditing work. .

Consusmers Education
The certifying bodies are not totally committed to educate the public on halal requirements.
International Trade

The Sanitary and Phytosanitary Measures under the WTO require that any measute that may affect
international lrade, “must not be stricter than necessary for the protection of human health, must be
based on scientific principal, and must not be maintained without sufficient evidence”. Thcsc
specificalions do nol include halal principal.

There is no international standard guideline on hata) cerlification. The halal c‘er(iﬁcaiion systems
may be different, depending on the countries, location, demand, and manpower situation. The main
reason for such proliferation of halal standaids is due to different inlerprelalion of hatal
requirements according to Syariah Law. This may confuse the consumers to peru:nc that all hatal -
cedtified food is “equally halal™.

On the other hand, standardisation of Halal logo in Asean regmn may result in Malaysia losing lhe
prestigious “Malaysian Halal” logo and losing the compelmvc advantage.

Malaysia has eslablished eredibility in halal food production with its strict and pmper ha!al
guidelines. Halat products provide a competitive edge over similar product, however, there is very
little promotion on Malaysian hatal food intemationally, Malaysia nceds to capitalise on this
opportunily in & more aggressive manner. However,. MATRADE’s has no stronig and clear
promotional plans for halal foad. The agency is only promoting Malaysia’s brand names in general’
for mlematnonal trade bul not specnf‘ ically Malayqan halal products.
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84 The Need for Intervention / Government Action
The following are main reasons for government intervention in the chilled and frozen food industry;
a) Interveations required to achieve projected market poteatial

For the local market (o achieve the RM6.0 billion forecast by 2010, there is a need to at least underlake
stmilar types of interventions as done by the Japancse Government in the 1970s otherwise the market
potential of RM6.0 biltion may not be realised. This is becausc the market projection is based on the
Japanese growth model.

b) Economi¢ benefit from developing sclected segments

The rising demands for ethnic foods in developed countries offer opportunilies to Malaysian manufacturers
of chilled and frozen food. Some Malaysian companies are already trying to peneteate this segment of the
global market. By assisting these companies to grow, to meet the challenges of penctrating these markets,
and to cacouvrage other Malaysian companies o enter these markets, would result in economic for
Malaysia. Exports will also assist in reducing the food bill deficit.

¢) Food safety aspects .

The increasing consumption of chitled and frozen food will place heavier demand on the already fragile
cold chain, If the cold chain is nat developed fully, the citizens® health would be effected by the breakage
in the cold chain, which may result in food poisoning and adverse impact on the nation's productivily.

It is important, therefore, that the Government intervenes and develops the cold chain to meel the projected
market size of chilled and frozen food. ' '

d) Food security aspects

Due to reasons beyond the control of the authorities, Malaysia is a net importer of food and is expected to
remain so for the foresecable future. While we will remain as a et importer of foed in the immediate
future, we can try to reéduce the deficit by increasing exports, reducing imports and relying more o local
production. The Government, especially the MOA, is undertaking various mcasures io achieve these
objeclives, with varying degrees of success. :

- Within the scope of 1his study, the Government's efforts can be compliniented by reducing wastage due to
spoitage of food products during storage and transportation. No accurate figures are available, but various
industry sources indicate 10 - 30 percent of agricultural produces are wasted due to spoilage. This can be -
reduced by fully developing and implementing the cold chain, which in turn reduces wastage and assists
the Government’s effort to reduce the annual food bill deficit, as well as improve the nation's overall food
security. - - o ‘
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