








Jatropha has the potential to be an alternative source of bio-fuel, which is an attractive
value proposition given the high price of fossil fuel and bio-fuel feedstock from food
items such as oil palm and sugar cane. The plant can be harvested in less than a year
and withstand prolonged draughts, rendering it suitable for planting in areas with high
incidence of poverty, low rainfall and poor irrigation access such as the Bengkoka
Peninsula, Kota Marudu, Keningau and Tenom within the Central Sub-Region. Extracts from
jatropha fruits also may be used in the cosmetic and pharmaceutical industries.

3.4.2 Enhance Quality and Productivity for Food-Based Agriculture

Another key focus for agriculture will be to elevate the quality and productivity levels of
food-based agriculture sub-sectors. The objectives include reducing the deficit of food for
Sabah which currently stands at RM900 million, enhancing the income of rural farmers, while

generating income via exports to Peninsula Malaysia and neighbouring countries.

Under the 2nd Sabah Agriculture Policy, the State Government in particular has set key targets
with regards to increasing the self-sufficiency levels for production of paddy from 30% to
60% and cattle from 23% to 30% by 2010. For paddy, the State has identified Kota Belud as
the ‘jelapang padi’ area for the state, with a paddy seed production and R&D centre being
developed there. The State has also recently introduced Permanent Food Production Zones
in Tawau, Kinabatangan, Papar and Beaufort with incentives for farmers to plant specific
crops such as papaya, pineapple, avocado, mango and banana.

Livestock farming in Sabah will be a key focus for food production as the industry has great
potential due to suitable climate conditions and as a result of being officially declared free of
Foot and Mouth Disease by the World Organisation for Animal Health. Other key crops for
production are paddy, fruits and vegetables.

Ensuring GAP is applied by smallholders will be a key factor in ensuring high yields are
obtained per hectare of land. This is especially crucial for smallholders where the extra
increase in production will translate into an increase in earnings via minimal wastage and

improved quality of produce that meet sale and export quality assurance standards.

Good agriculture practices play a vital role in enhancing quality of products.

sabah development corridor _80



3.4.3 Strengthen Sabah’s Lead as Palm QOil Centre of Excellence

Oil palm is Sabah’s highest yielding per hectare crop and has tremendous value in generating
high-value jobs in downstream activities. The suitability of soil and conditions in Sabah has
contributed to Sabah achieving the highest yields in the country. Focus will therefore be on
further improving productivity and enhancing yields via technological advancements and

enhanced R&D in biotechnology and agronomy practices.

Promoting and enforcing sustainable palm oil and food traceability are necessary to ensure
continuous access to markets in developed countries. Therefore, the process for certification
and enforcement needs to be strengthened once standards are published by the Roundtable

on Sustainable Palm Oil.

3.5 Programmes

To achieve the objectives of increased agricultural growth and improvement of rural incomes,

the broad strategies will be cascaded and implemented via a number of programmes.

A three-phase approach will be adopted:

Phase 1: 9MP Phase 2: T0MP Phase 3: 11-12MP
2008-2010 2011-2015 2016-2025

Laying the foundation Accelerating agri- Becoming a leading

for growth based research and agri-resource production
business formation region in Asia

 Strengthen Sabah’s * Intensify R&D » Position Sabah as a
agriculture infrastructure leading agriculture
* Attract top researchers production centre in
* Establish focus on in specific fields Asia
key-growth and high-value
sub-sectors » Develop management
talent in agriculture in
* Empower rural collaboration with
entrepreneurship Sandakan Education Hub

* Encourage participation of
SMEs in agri-businesses
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Agri-Excel Outreach Programme

The Agri-Excel Outreach Programme provides a platform for knowledge and assistance to be
disseminated to smallholders. The programme will involve setting up various centres in key
areas of agriculture in Sabah where smallholders can have access to:

* Training in good agricultural practices

 Demonstration plots for adoption of technologies

» Advisory services

e Purchase of subsidised resources (fertiliser and mechanised tools)

In addition to agencies already providing micro-finance across Malaysia, a new micro
finance scheme targeted specifically for Sabah and focused on agriculture will be set up. The
main issue at present is that due to a lack of communications access, rural farmers are not
aware of such funds. These funds need to be customised, packaged and brought to the
villages so that the farmers can understand the terms and obligations involved.

Other supporting initiatives of this programme will include relocation of rural farmers and
smallholders based on re-zoned areas. These areas will be determined by matching land
suitability to focus crops such as paddy, rubber, cocoa, fruits and vegetables. A total of
10,000 households are expected to be involved in this project. The relocation process which
will mainly involve intra-district movement of smallholders and rural farmers will allow for

easier access to resources and production of crops with scalability.

The Agri-Excel Outreach programme is aimed at producing a critical mass of rural
entrepreneurs who are enabled through education, training, awareness-building and
micro-finance. This programme is expected to have a tangible impact on poverty alleviation.
The Bengkoka Rubber Resettlement Scheme along the agropolitan model offers a good
example of a resettlement model which can be supported by the Agri-Excel Outreach
programme. Another related programme is the Jelapang Padi programme which involves
7,000 families at Kota Marudu-Kota Belud districts and the proposed SLDB Keningau-Tenom

Jatropha Scheme.

3.5.2 Agri-Business Accelerator Programme

Private sector involvement is crucial to the growth of the agriculture industry. The agri-
business accelerator programme is designed to attract SMEs and agropreneurs to undertake
promoted agricultural activities in the SDC. This programme will also encourage the growth
and development of agri-business SMEs with participation of local farmers via joint ventures

or contract farming to ensure constant income.
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SAIP, which is being developed in Kimanis, will be an integrated agrotech cluster to support
agro-based SMEs and start-ups with components such as:

* Incubator centre

* Herbal farm

*  Knowledge park

* SME park

« Commercial and residential zones

The Agri-Business Accelerator Programme will seek to encourage and support participants
via incentives, funding and demarcated land for crop clusters. Approval of applications for
the incentives will be based on a transparent and comprehensive set of factors which include
the economic viability of the proposed projects and the agriculture and entrepreneurial

experience of the applicants.

The programme’s incentives include:
» Start-up funding grants
* Loans for purchase of technology
» Grants for technology transfer application
* Leasing of deep sea vessels, key machinery and facilities
* Fiscal incentives
* Business advisory and marketing support

* Incubator facilities to serve as test-bed for new technologies adopted

Development initiatives of potential high-growth sub-sectors include:

i) Aquaculture
» Development of the National Marine Aquaculture Centre for specific research in
aquaculture and promotion of sustainable techniques among local fishermen
o Development of incubator with pilot plant facilities to encourage entrepreneurs
to adopt technologies
o The research centre will align itself with Universiti Malaysia Sabah
and have strategic links with the Department of Fisheries as well as world-
renowned marine biology and aquaculture institutions
* Import of breeding technology for ornamental fish, prawns, oysters and lobsters

» Development of key collection and processing centres
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ii) Fishery

Ensuring licencing for deep sea fishing companies are transparent and based on
a set criteria

Setting-up of a deep sea vessel leasing company equipped with sufficient number
of vessels for various types of deep sea fishing operations to be leased to licenced
companies

Enhancement of infrastructure to support both coastal and deep sea fishing
at current key landing jetties and ports in Papar, Kudat, Kunak and Sandakan.
This includes facilities such as cold storage room, work platform, office
building, CIQ facillity, health facility, traffic control office, electricity and water

supply, communication, and diesel supply

iii) Livestock

Enhancement of the Nabawan and East Coast livestock clusters with
development of common facilities such as abattoirs, storage facilities and
feedlot centres

Development of the Keningau Integrated Livestock Centre which will focus on
improvement and multiplication of livestock and improvement of feeding
management for meat and dairy

Development of incubator and pilot projects to serve as test-beds for new
products and technologies adopted by entrepreneurs, such as bird’s nest,
ostrich and deer farming and processing

Usage of surrounding land to cultivate corn to reduce the reliance on imported
feed

iv) Horticulture
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Development of shared infrastructure for the cluster areas, including roads,
water supply, electricity and sanitation

Provision of hydroponic/aeroponic systems, organic farming, precision farming,
agrobio R&D support and construction of green houses which include watering
systems, temperature and humidity control systems, lighting, pots and soil
Development of incubator with pilot plant to support new product development
on a trial basis, such as virgin coconut oil, vanilla production and roselle based

products



v) Non-Timber Forest Products
» Development of shared infrastructure for the cluster areas including roads, water
supply, electricity and sanitation
» Development of plant extraction factories, spray drying facilities and the Sabah
Herbs Trading Centre
» Bio-prospecting and product development through the Sabah Bio-X network (see

Chapter 7)

3.5.3 Modernised Collection, Packaging and Distribution Centres

Collection, packaging and distribution centres are to be located in smallholder
concentrated areas, at livestock and food crop clusters established by SMEs and near the
Permanent Food Production Parks. A dedicated Halal Park linked to the Labuan Halal and
Distribution Hub will be set up at a suitable location within the SME Agro-Food Zone to
provide easy access to Halal certification, processes, technology and advisory services.
The idea behind the collection, packaging and distribution centres is to enable producers to
meet the scale and quality expected by buyers such as processing centres and
hypermarkets. This will also enable better pricing for smallholders and agropreneurs

since the centres eliminate the middlemen and are regulated by government.

These collection centres with proper storage and quality control facilities, access to Halal
certification services and a cold-chain network need to have infrastructure support such as
roads, water, power and telecommunication. This will ensure that the quality and freshness

of produce will not be compromised thereby enabling premium prices to be obtained.

Connectivity of these collection centres will be vital to ensure that products can reach
packaging and processing plants which will be located in areas such as the Kota Kinabalu
Industrial Park (KKIP) and the SAIP in Kimanis. Transport vehicles to collect produce from
smallholder farms and deliver produce to target markets will also be made available for

leasing.

It is proposed that the pricing of products is monitored on a daily basis by the Ministry
of Agriculture and Food Industry and FAMA to ensure that smallholders will be paid in
accordance with suitable market prices indexed to a minimum price. Setting a minimum
price on various types of produce will protect the interests of the smallholders. Management
of centres will be open to business owners or SMEs. Operators selected will be in charge of

marketing the produce collected at centres to key markets.
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3.5.4 Building Palm Oil Knowledge Base

Sabah has 29.8% of Malaysia’s planted oil palm and the highest crude palm oil (CPO) yield.
To retain this lead and enable these companies to be more cost efficient and reap higher
yields, the focus needs to be on R&D as well as developing human capital in plantation

management and agronomy practices.

The Sandakan Education Hub will be the centre for collation and dissemination of palm oil
knowledge base, working closely with MPOB’s palm oil training centre (PLASMA). The
centre’s faculty will work with the Malaysian Palm oil Association (MPOA) to understand
the needs of plantation owners and plantation managers. Palm oil plantation
companies will also be asked to assist in practical training and allow their staff
to go on sabbatical for further studies. Training will also be done overseas via an
Agriculture Education Scholarship Fund for students to study required practices in

renowned institutions worldwide.

The Sandakan Palm Biotech R&D Centre will be established to focus on increasing palm oil
knowledge of planting materials, seed production, palm nutrition and estate mechanisation.
The centre will partner with renowned agriculture and biotechnology research centres
worldwide, and employ leading local and foreign scientists. A strong pool of international
researchers from The Royal Society and Kew Gardens will already be in situ via the Centre of

Excellence for Tropical Biodiversity Research.
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Palm oil processing facilities.
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