





Figure 2.12: Rainforest and Marine Conservation Areas

Source: Sabah Forestry Department, Wildlife Department, Sabah Parks

2.255 Eco-Certification Programme to Ensure Sustainable Development

Concerns about the environmental, socio-cultural, and economic impacts of travel and
tourism have increased in recent years. In the U.S. alone, nearly 55.1 million people
express a preference for unique and culturally authentic travel experiences that protect and
preserve the ecological and cultural environment8, while 58.5 million people say they would

pay more to use travel companies that strive to protect and preserve the environment®.

8 The Geotourism Study - Phase | Executive Summary, Travel Industry Association of America (TIA), National Geographic
Traveler 2002.
9 Geotourism: New Trend in Travel study, TIA, National Geographic Traveler October 2003.
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Given Sabah tourism’s aim to be a premier eco-adventure destination and the rising
global demand for sustainable tourism, the Sabah Eco-Certification Programme (SECP)
will be developed. The SECP is designed to assist travel and tourism providers in

measuring and managing their impacts.

The Ministry of Tourism, Culture and Environment of Sabah in collaboration with the travel
and tourism industry players as well as internationally-recognised environmental NGOs,
will establish the standards and assessment criteria for the SECP, which will include economic
sustainability, environmental sustainability and social sustainability. The SECP will
accredit products, not operators; the types of products that can be accredited are

tours, attractions, accommodations and transportation service providers.

Table 2.1 Eco-Certification Assessment Criteria

Triple Bottom Line Nature Tourism or Eco-Tourism Nature Eco-Tourism
Product Principles: Tourism

Economic Sustainability 1. Business Management and v v

Operational Planning

2. Business Ethics v v’
3. Responsible Marketing v’ v’
4. Customer Satisfaction v v’

Environmental 5. Natural Area Focus v v

Sustainability 6. Environmental Sustainability v’ v
7. Interpretation and Education N/A v
8. Contribution to Conservation N/A v’

Social Sustainability 9. Working with Local Communities N/A v
10. Cultural Respect and Sensitivity N/A v’

Source: Ecotourism Australia

The SECP will provide local communities and travellers with the assurance that a
certified product is backed by a commitment to best practice, ecological sustainability,
natural area management and the provision of quality eco-tourism experiences. Assistance
will be provided to help operators plan and develop their nature or eco-tourism product,
including guidance during implementation. Certified SECP products can use the recognised

‘SECP Eco-Certified’ logo for their premises or marketing materials.

Application for the SECP will be reviewed and scored by independent trained assessors and

approved by the SECP Management Committee which will ascertain quality of applicants
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based on published assessment criteria. The SECP Certification will only be valid for three

years.
Sabah will be the model for sustainable tourism development in Malaysia and the region.
On top of the SECP, focus will also be given to eco-tourism human resources development,

particularly naturalist guides.

2.2.5.6 Arts and Culture Development Fund

The colourful imagery of Borneo lends itself to spectacular special events. Sabah has an
excellentrange of well-promoted cultural events such as the International Folklore Festival and
Harvest Festival, as well as exciting sporting fixtures such as the Mount Kinabalu International
Climbathon, which has attracted wide media coverage and is helping to establish Sabah's

image as a world-class tourist destination.

Moving forward, the arts and culture scene needs to be further nurtured in order to promote
Sabah as a lifestyle destination. Investment in the arts is central to the vitality, Iiveability10
and growth of the city; as witnessed by how the vibrant arts and culture scene in Melbourne
and Vancouver has contributed to them being listed as being among the world’s most liveable

cities.

A dedicated Performing Arts Centre will be developed to nurture Sabah’s creative industries
and artists. The centre will have modern stage machinery and state-of-the-art lighting as well

as sound and audio-visual facilities.

A RM250 million Arts and Culture Development Fund will also be set up to support budding
creative talents such as playwrights, choreographers and composers, as well as emerging
arts organisations in the fields of indigenous art preservation, community cultural

development, dance, music, theatre and visual arts and craft.

Grants will be provided to seed new arts projects, fund technical skills development
such as stage lighting and sound engineering, support international tours and marketing
programmes, as well as encourage preservation of native culture and heritage. Funding will
come from the government and private sector organisations, and managed by the Sabah
Arts Council.

10 The liveability of a city is assessed via a basket of metrics: safety, education, employment, healthcare, transportation and
communications infrastructure, recreation and culture.
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2.3 Logistics

The logistics sector plays a vital role in promoting industrialisation and international
trade. At present, the logistics sector in Sabah is still very much in its development

stage, with the focus primarily on seaports.

There are eight seaports in Sabah, all operated by Sabah Ports Sdn Bhd (SPSB) under
concession. The Sapangar Bay Container Port (SBCP), a fully dedicated container port, has
recently started operations and will take over the entire containerised operation of the Kota

Kinabalu Port over the next three years.

Table 2.2 Sabah Ports and Types of Cargo Handled

Sabah Ports Dry Cargo | Liquid Cargo| Container

. Kota Kinabalu Port v

Q

. Sapangar Bay Oil Terminal

. Sapangar Bay Container Port v

. Kudat Port

. Sandakan Port

<< <
<<

. Lahad Datu Port

. Kunak Port

0 N oo kA WN| =

AIANANAN

. Tawau Port v’

Source: Sabah Ports Sdn Bhd

In 2006, Sabah ports handled 28.14 million tonnes of cargo and 226,721 TEUs of containers.

Both cargo and container volumes are expected to grow significantly in the next 5-10 years.

Kota Kinabalu’s newest port, SBCP, is one of the eight ports in Sabah.

sabah development corridor _58



Figure 2.13 Total Cargo Handled at Sabah Ports
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Source: Sabah Ports Sdn Bhd

Figure 2.14 Total Containers Handled at Sabah Ports
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Source: Sabah Ports Sdn Bhd
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2.3.1 Sabah’s Logistics Strength

SBCP is strategically located along the busy shipping lane between the Far East and Europe.
It has a planned capacity of 500,000 TEUs, is capable of handling two container vessels of
up to 2,500 TEUs at a time and equipped with modern container handling equipment and

adequate container yards.

Currently, almost all of the containers handled at Sabah’s ports are locally generated. There is
potential for SBCP to grow its container throughput volume by increasing transhipment

activities.

Figure 2.15 Strategic Regional Location of Sabah

China
Philippines
Yangon ®
B Manila
Bangkok m
® Phnom Penh
B Ho Chi-Minh
Malaysia
PPSB uantan General Santos
Port Klang —
. Papua New Guinea
= Pontianak amarinda
Balikpapan
Bahjarmasin m
Ujung Pandang m
Indonesia m Jakarta
m Surabaya u Dili East Timor
Source: IDS

sabah development corridor _60



2.3.2

Challenges

Despite heavy investment in port services, Sabah has yet to emerge as a substantial player

in the logistics sector due to the following challenges:

i) Regional Competition
Bintulu Port in Sarawak and Muara Port in Brunei are both vying to be the
regional transhipment port. Both have undertaken aggressive port expansion

plans to improve their facilities to compete as the regional hub.

i) High Cost of Shipping
The lack of manufacturing and downstream processing activities has led to
insufficient container volume; volume of import containers is twice as large as export

containers, hence impacting freight rates with ships having to return half empty.

The average size of shipment or container exchange in Kota Kinabalu Port was 287
TEUs in 2005, compared to the 500-1,200 TEUs container exchange prevailing at

" As such, there is no compelling

the container ports of Peninsula Malaysia
proposition for main line operators to call at Sabah ports. Containers have to be
transhipped at Port Klang or Singapore, leading to Sabah having uncompetitive
shipping costs. Ship operators in Sabah also impose congestion surcharge on

shippers, due to longer turnaround time arising from delays in port services.

There is a need to review the Cabotage Policy for transhipment traffic between East
and West Malaysia ports. The Cabotage Policy was implemented on 1st January
1980 and essentially reserves domestic trade to Malaysia’s own flagged vessels. The
purpose of the policy is to encourage local participation in domestic shipping by
encouraging local registration of ships and incorporation of companies participating
in domestic shipping. In the 27 years since the implementation of the Cabotage
Policy, Malaysian shippers have been improving and are now in a stronger position
to face foreign competition and expand regionally. Should the government decide
to review the Cabotage Policy, this is expected to engender shipping rates which
are determined by market forces, thereby reducing the overall cost of doing

business and increasing efficiency.

iii) Infrastructure Lagging Behind Port Development
The inland transport system and infrastructure in Sabah are lagging, and restricting
the growth of the logistics sector. There is also a shortage of hinterland
land bank for future expansion of SBCP.

11 Port Competitiveness Study for East Malaysia, Ministry of Transport, December 2006 (pg. 5-5).
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2.3.3 Strategies

Enhance Cost Competitiveness of SBCP

High cost of shipping is often cited as the main challenge in attracting investment in industrial
activitiesin Sabah. As such, itisimperative to reduce the cost of shipping through rationalising

Sabah ports to ensure critical volume of container throughput in a single location.

SBCP will be the hub for all containerised cargo in Sabah. Other domestic ports will act as
feeder ports to SBCP. Regional hubbing by leveraging on existing shipping hubs in Thailand,
Vietnam, Southern Philippines and Hong Kong will also be explored to increase cargo
volume. There is potential for barging of raw materials and goods from the smaller
neighbouring ports in Southern Philippines and Indonesia to Sandakan Port or Tawau
Port, from which further processing and packing can be done, with the finished products

containerised and exported through SBCP.

To further enhance SBCP’s competitiveness, port fees and charges will be reviewed. Port
productivity will continue to be enhanced to attract more transhipment cargo to Sabah.
Strategic alliance with world-class international port operators will also be explored to

strengthen the position of SBCP.

Figure 2.16 Domestic Hubbing
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Source: Sabah Ports Sdn Bhd
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2.3.3.2 Position Sandakan as the Regional Trade Hub

With its strategic location between the affluent markets of North Asia such as Japan, Hong
Kong and China and the resource-rich region of Kalimantan, Brunei and Southern Philippines,
Sandakan is well-positioned to be a regional trade hub. Currently, barter trade contributes
substantially to the district’'s economy, with some RM2 million in local goods shipped out
to Mindanao monthly and a similar amount in goods entering Sabah from the Southern

Philippines.

A RM315 million Sandakan Integrated Trade Exchange Terminal (SITExT) is currently being
developed, which includes grain terminal facilities, cold storage area, passenger and
cargo jetty, hotel, a Customs, Immigration, Quarantine and Security (CIQS) complex and a
commercial centre. Apart from facilitating regional trade, SITEXT will help stimulate local
commercial activities and related small-scale industries which will leverage AFTA for

expansion of regional trade.

2.3.3.3 Establish Sapangar Free Zone as Catalyst for Industrial Development in Sabah

In order to stimulate industrial growth, particularly resource-based manufacturing and
downstream agricultural processing, SBCP and part of KKIP will be designated
as the Sapangar Free Zone (SFZ). All land in Sapangar Bay will also be gazetted as port area

to allow for future expansion of SBCP.

An attractive incentive package is currently being considered for prospective investors
to set up their manufacturing facilities and distribution centres in the SFZ. Companies
looking at operating within the SFZ are entitled to apply for corporate tax exemption
of up to 10 years from the government. In addition, all goods and products brought into
the free zone area are exempted from duty, sales tax and service tax. Foreign companies
within the SFZ are also exempted from Malaysia’s Foreign Investment Committee
rules, which place a restriction on 100% foreign ownership or equity in foreign companies
investing in Malaysia. Industries located in the SFZ will also enjoy preferential port handling

charges.
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