
C
ou

nt
ry

 c
as

e 
st

ud
ie

s 
 A

si
a

 
 

 

PUBLIC SECTOR SUPPORT
FOR INCLUSIVE AGRIBUSINESS
DEVELOPMENT

An appraisal of institutional
models in Malaysia 





FOOD AND AGRICULTURE ORGANIZATION OF THE UNITED NATIONS
Rome, 2014

 
 

 

PUBLIC SECTOR SUPPORT
FOR INCLUSIVE AGRIBUSINESS
DEVELOPMENT

An appraisal of institutional
models in Malaysia 

C
ou

nt
ry

 c
as

e 
st

ud
ie

s 
 A

si
a

Zainal Abidin Mohamed

Edited by Eva Gálvez-Nogales 
and Marlo Rankin



The designations employed and the presentation of material in this information 
product do not imply the expression of any opinion whatsoever on the part of the 
Food and Agriculture Organization of the United Nations (FAO) concerning the legal 
or development status of any country, territory, city or area or of its authorities, 
or concerning the delimitation of its frontiers or boundaries. The mention of 
specific companies or products of manufacturers, whether or not these have been  
patented, does not imply that these have been endorsed or recommended by FAO 
in preference to others of a similar nature that are not mentioned.

The views expressed in this information product are those of the author(s) and do 
not necessarily reflect the views or policies of FAO.

E-ISBN 978-92-5-108492-2 (PDF)

© FAO, 2014

FAO encourages the use, reproduction and dissemination of material in this 
information product. Except where otherwise indicated, material may be copied,  
downloaded and printed for private study, research and teaching purposes, 
or for use in non-commercial products or services, provided that appropriate  
acknowledgement of FAO as the source and copyright holder is given and that 
FAO’s endorsement of users’ views, products or services is not implied in any way.

All requests for translation and adaptation rights, and for resale and other 
commercial use rights should be made via www.fao.org/contact-us/licence-request 
or addressed to copyright@fao.org.

FAO information products are available on the FAO website (www.fao.org/
publications) and can be purchased through publications-sales@fao.org.

RECOMMENDED CITATION
FAO. 2014. Public sector support for inclusive agribusiness development – An appraisal  
of institutional models in Malaysia. Country case studies – Asia. Rome.

Cover photo: ©FAO/T. Janssen
 



iii

Contents 

Preface  v
Acronyms vi
Acknowledgements vii
Executive summary viii

CHAPTER 1 
Introduction 1

1.1 Background 1
1.2 Purpose 2
1.3 Methodology 2
1.4 Organization of the report 2

CHAPTER 2 
Institutional profile  3

2.1 Institutional motivation 4
2.2 Institutional profile 4
2.3 Institutional environment 5
2.4 Institutional capacity 6

CHAPTER 3 
Appraisal of the business model for service provision 11

3.1 Services provision  11
3.2 Main clients  16
3.3 Main instruments  16
3.4 Existing capacities  18
3.5 Performance of the organization 18
3.6 Institutional comparative advantages 21

CHAPTER 4 
Capacity development priorities 23

4.1 Institutional development path  23
4.2 Priority areas for capacity building   23

CHAPTER 5 
Key findings 25

References 27

ANNExES 
1. The evolution of Malaysia’s agrifood systems  29
2. History of the Ministry of Agriculture and Agro-Based Industry, Malaysia   33
3. FAMA organizational structure   35
4. FAMA’s performance in enhancing agribusiness development    37
5. Agro-Based Industry Division   41



iv

 

FIGURES
1. MOAC organizational structure   4
2. The agribusiness system   29

TABLES
1. Permanent staff of FAMA (December 2010)  7
2. Services provided by FAMA  12
3. FAMA’s clients and services  16
4. Services areas, programmes and instruments   17
5.  Service areas and capacity analysis of FAMA 18
6 . Numbers of SMEs created, 2008 and 2009 19
7. Registration of contract farmers, by state, 2009 19
8. SWOT analysis of FAMA   21
9. Malaysian agriculture  30
10. Food sector imports, exports and BOT, 2006 to 2011 (million RM)  31
11. BOT for agricultural commodities, 2009  31
12. Projects  37
13. Investments in subsidiaries  37
14. Investments of FAMACO  38
15. Short-term investments  38
16. Farmers’ market account  38
17. Income 39
18. Expenditure 39
19. Special funds 39



v

Preface 

The agrifood system is changing rapidly. Structural changes are occurring throughout the system in 
response to the modernization of agriculture (globalization, coordination and concentration) and shifting 
consumer and societal demands for safer, better-quality and ready-to-eat food produced in a socially and 
environmentally responsible manner. This new scenario coexists with more traditional types of family 
and subsistence farming.        

This changing environment places increased pressure on Ministries of Agriculture (MOAs) in develo- 
ping countries to engage in agribusiness and agro-industry development. However, to what extent are the 
MOAs empowered and equipped to do so? Many of them have seen their mandates and functions expanded 
from a strictly productive dimension to a more holistic, farm-to-fork approach. This expansion should 
be reflected in the provision of an increased scope of public goods and services to deal with post-produc- 
tion issues. MOAs also face the challenge of mainstreaming relatively new approaches such as the design 
and implementation of value chain programmes; climate-smart agriculture; the use of contract farming; 
public–private partnerships and other private sector engagement models; and agribusiness programmes 
with a territorial dimension (e.g., agricultural growth corridors and clusters).

FAO has conducted an appraisal of the organizational arrangements used by MOAs to support inclusive 
agribusiness and agro-industry development, which included a scoping survey of 71 countries and in-depth 
analysis of 21 case studies from Africa, Asia and Latin America. The study found that many MOAs have 
established specific agribusiness units with technical, policy and/or coordination functions concerning 
agribusiness development. Others have set up clusters of units with complementary individual mandates.

The study analysed how well prepared these agribusiness units and their staff are to deal with both 
tra- ditional and non-traditional approaches and tools for agribusiness development. This assessment 
examined the units’ staffing, organizational structure and budget allocation, and the range and quality of 
goods and services they provide.

FAO is publishing this series of country case studies to enhance knowledge and information on best 
practices for establishing and operating well-performing agribusiness units. The various organizational 
models applied by countries to cater to the changing agribusiness environment are also explored, including 
mechanisms to build linkages with other relevant ministries (e.g., of industry and commerce) and private 
institutions. The series provides an opportunity to raise awareness about the need for stronger public 
com- mitment to inclusive agribusiness and agro-industrial growth, reflected in a more generous allocation 
of human and financial resources to empower agribusiness units and similar structures within MOAs. 
Refocu- sing the core functions and/or targeting specific commodity/value chains could also help the 
units to achieve a suitable balance between the requirements of their changing agribusiness mandates and 
their existing resource allocations, while maximizing the achievement of social goals (e.g., inclusiveness 
and job creation).
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Executive summary

Since 1984, several agricultural policies have been formulated and implemented in Malaysia alongside 
the National Agricultural Policy (NAP). The first NAP was implemented from 1984 to 1991, the second 
from 1992 to 1997, and the third and most notable – NAP3 – from 1998 to 2010. NAP3 addresses the 
challenges of ensuring efficient and optimal utilization of existing resources to improve the competitiveness 
of the agriculture sector, including the rapid changes in the global trading and investment environment 
that necessitate the development of a resilient and globally competitive agriculture sector. The Malaysian 
government is also concerned with improving the availability and stability of food supply, which increases 
the need for the country to enhance its competitiveness in food production.  

These challenges require new strategic approaches and policy thrusts to enhance the growth of the 
agriculture sector and its contribution to the economy. In this context, the Ministry of Agriculture and 
Agro-Based Industry (MOA) has been given the task of ensuring the development of the agriculture and 
food sectors. MOA has eight agencies and three departments. Although there is neither a specific agri-
business agency nor an MOA unit with direct responsibility for agribusiness development, missions and 
functions of the MOA’s agencies and departments are directed towards developing the agribusiness sector, 
with the Federal Agricultural Marketing Authority (FAMA) coordinating these efforts. 

In carrying out its task of improving and strengthening the agricultural supply and value chains of the 
Malaysian agribusiness sector, FAMA is supported by the MOA with human and financial resources for 
achieving the ministry’s vision and mission. FAMA provides three broad categories of services: marketing, 
product development and human resources development. Delivery of these services requires careful stra-
tegic planning and collaboration among agencies in the MOA and other ministries. 

This study presents a snapshot of FAMA’s principal characteristics, the main drivers behind its esta-
blishment, its functions and current priorities, the allocation of human and non-human resources for the 
fulfilment of its mission, the environment in which it operates, and its existing capacities to perform its 
functions. FAMA’s comparative advantages and weaknesses, capacity development priorities, business 
model and current services are also analysed. 

The main concern is how to avoid the duplication of functions among agencies and departments, especially 
in the MOA but also in other ministries. This risk of duplication arises from the lack of a single agency for hand-
ling agribusiness development in Malaysia. Although some duplication of functions in unavoidable, FAMA 
should be given more power and a clearer mandate to coordinate overall agribusiness support. For example, 
FAMA has already had some success in coordinating and promoting the agro-based products of farmers and 
small and medium enterprises (SMEs) in both domestic and international markets. The establishment of far-
mers’ markets and the National Agribusiness Terminal (TEMAN) at the producer level, and coordination with 
the Ministry of International Trade and Industry (MITI) at the international level demonstrate that FAMA can 
play a central role in agribusiness development. The availability of training facilities and its own Training Ins-
titute could enhance its role as the coordinator of and a collaborator in agribusiness development in Malaysia.

The agribusiness sector involves the whole agricultural supply and value chain. To strengthen agribu-
siness development, FAMA therefore needs to review the priority areas for capacity building, identifying 
suitable entry points and existing gaps. As the main services provided by FAMA are in marketing, capacity 
building efforts should focus on improving market intelligence and information and their dissemination 
to clients. This is crucial for accurate forecasting of the supply and demand for specific commodities. The 
contract farming programme requires expertise in contract negotiation that takes into account the capacities 
and capabilities of farmers. On the marketing side, there is need for a research group on entrepreneurship 
and consumer behaviour to provide agro-entrepreneurs with reliable advice on product development and 
market potential. FAMA needs to streamline programme monitoring and appraisal to ensure that appro-
priate actions are taken for successful programme implementation. FAMA is working towards Internatio-
nal Organization for Standardization (ISO) accreditation by upgrading its services and monitoring them 
more effectively. This will ensure that the quality of services is regularly appraised and any mismatches 
between plans and implementation can be corrected. 



ix

However, the role of FAMA may be diminished if the relevant government department does not ensure 
the development of agro-entrepreneurs at the production level, as agribusiness systems start with primary 
production activities. The most important challenge facing agribusiness development in Malaysia is the 
lack of entrepreneurs willing to establish linkages with and invest in the production sector. This sector is 
key in supplying inputs and raw materials to food manufacturing and processing SMEs. More effort has 
to be made to attract young graduates to the production sector and to transform the agribusiness sector 
of Malaysia.
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1.1 BACKgROuND
The new agribusiness era is characterized by a shift 
from family farms to strategically placed com-
mercial production and processing units linked 
to exporters and modern retailers. New sophisti-
cated and globalized procurement practices have 
been mainstreamed to comply with food qual-
ity and safety standards, including traceability 
requirements, and to reduce transaction costs and 
minimize risks. Changing consumer preferences – 
particularly the search for pleasure, health, fitness, 
convenience and ethics – and concerns about the 
impacts of climate change are pushing the agri-
business sector to new heights of performance and 
innovation.  

This changing agribusiness environment is put-
ting increasing pressure on ministries of agriculture 
(MOAs) to engage in agribusiness and agro-indus-
try development. The review and reform of institu-
tional mandates for agribusiness and agro-industry1 
was considered a top priority in the 2007 report 
of FAO’s Committee on Agriculture, and in recent 
years, its Rural Infrastructure and Agro-Industries 
Division (AGS) has received many requests for 
strategic advisory support for agribusiness from 
countries such as India, Kenya, Nepal, Pakistan, 
Sierra Leone and Swaziland. 

To increase knowledge and expertise on the 
organizational reform and agribusiness capacity 
development of MOAs, AGS’s efforts have includ-
ed preparing fact sheets, mission statements and a 
checklist of institutional arrangements for agribusi-
ness and agro-industry development in 19 African 
countries (2008); a study on innovative approaches 
– including institutions – for accelerating agribusi-
ness development in sub-Saharan Africa (2009); and 
groundwork on the role of government institutions 
in agribusiness, supply chain management and 

1 For the purposes of this study, agribusiness enterprises 
include firms or business entities that produce or provide 
inputs; produce raw materials and fresh products; pro-
cess or manufacture food or other agricultural products; 
transport, store or trade agricultural products; or retail 
such products.

agro-industry development in the Commonwealth 
of Independent States (2010). 

In October 2010, AGS organized a workshop 
on market-oriented extension services and support 
for agribusiness, in Harare (Zimbabwe), attended 
by representatives from the MOAs of 15 East and 
Southern African countries.2 During the three 
days of presentations and discussions, participants 
shared a wealth of information on mechanisms 
for adapting to the agribusiness era, particularly 
the organizational changes taking place in MOAs 
across East and Southern Africa as they assume 
new functions related to agribusiness; discussions 
focused on new organizational structures, the pri-
orities and scope of service provision to agribusi-
ness and agro-industries, and priority areas for 
capacity building. Based on the information gath-
ered during the workshop, more in-depth studies 
were undertaken in these subregions. 

In 2011, AGS complemented these efforts by 
initiating a worldwide appraisal of the organiza-
tional arrangements of MOAs and – as appropriate 
– the cross-ministerial and long-term program-
matic mechanisms for supporting agribusiness 
and agro-industry development. This appraisal 
focused on innovative models, characterizing the 
new functions of MOAs, assessing how the MOAs 
addressed these new functions in practice, identi-
fying capacity building needs and drawing lessons 
and good practices.

In Asia, the initiative was carried out in collabo-
ration with the Southeast Asian Regional Center 
for Graduate Study and Research in Agriculture 
(SEARCA) and analysed the experiences of six Asian 
countries, including Malaysia. Malaysia’s MOA (the 
Ministry of Agriculture and Agro-Based Industry) 
is the primary agency responsible for agribusiness 
development in the country, with the Federal Agri-
cultural Marketing Authority (FAMA) having the 
most substantial functions in agribusiness.

2 Botswana, Ethiopia, Kenya, Lesotho, Malawi, Mozam-
bique, Namibia, Rwanda, South Africa, the Sudan, Swa-
ziland, Uganda, the United Republic of Tanzania, Zambia 
and Zimbabwe.
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Introduction
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1.2 PuRPOsE
This report describes the Malaysian experience of 
establishing a series of organizations with mandates 
related to agribusiness, reviews the business models 
of these organizations, and proposes priorities for 
capacity development. 

The study has three objectives: i) to clarify the 
organizational structure for agribusiness devel-
opment in Malaysia in terms of policy, strategy, 
production and marketing; ii) to characterize the 
agribusiness organizations in terms of their roles, 
objectives and priorities; and iii) to assess the 
capacities of FAMA through strengths, weak-
nesses, opportunities and threats (SWOT) analysis 
and identification of its institutional comparative 
advantage for providing services related to agribusi-
ness and agro-industry development. 

1.3 METhODOlOgy
A scoping survey of 22 countries in the region was 
carried out in 2011 to identify existing organiza-
tional structures with a mandate related to agri-
business. The Malaysian government does not 
have a single department, agency, division or unit 
dedicated to agribusiness and agro-industries. As 
shown in Figure 1, MOA has 11 entities – three 
departments and eight agencies – with agribusiness 
and agro-industry roles. Divisions and units of the 
MOA’s Planning and Development Departments 

of the Secretary-General are responsible for over-
all policy-making on agricultural and agribusiness 
development, with implementing departments and 
agencies assuming responsibility for policy imple-
mentation. Two MOA agencies and one department 
have the greatest roles in agribusiness: FAMA, the 
Farmers’ Organization Authority (FOA) and the 
Department of Agriculture (DOA). 

This report therefore focuses on the interrelation-
ships and interlinkages among these three units in 
enhancing agribusiness activities and development. 
An in-depth study was undertaken using two main 
sources of information: key informant interviews 
(KIIs) with 15 respondents; and secondary data and 
information from the relevant ministry and agencies.  

1.4 ORgANIzATION OF ThE REPORT
This study has five sections: section 1 describes the 
background of the agribusiness sector in Malaysia, 
and outlines the purpose and methodology of the 
study; section 2 describes the institutional profile of 
the organizations involved in agribusiness develop-
ment in Malaysia; section 3 explains the business 
model for service provision; section 4 describes 
the development path, priority areas for capacity 
building and potential roles of government for 
optimizing support to agribusiness; and section 5 
presents key findings. Annexes provide additional 
information.
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The MOA is the main ministry responsible for 
developing the agribusiness and agriculture sectors3  
in Malaysia, but other ministries have interrelated 
mandates. MOA therefore has to coordinate multi-
ple linkages among several agencies and ministries 
working towards agribusiness development. For 
example, agriculture is related to rural develop-
ment and advancement, so coordination between 
the MOA and the Ministry of Rural and Regional 
Development (MRRD) is crucial to ensuring the 
socio-economic well-being of the rural population. 
Support to agro-entrepreneurs also needs to be coor-
dinated with the Ministry of International Trade and 
Industry (MITI) and the Malaysia External Trade 
Development Centre. Collaboration, coordination 
and cooperation among these ministries is key to 
ensuring the development of agriculture and agri-
business in Malaysia. 

The MOA has eight agencies and three depart-
ments (Figure 1) with various objectives and 
functions related to agribusiness and agro-based 
industries: the Malaysian Agricultural Research 
and Development Institute (MARDI), FAMA, 
the Fisheries Development Authority of Malay-
sia (LKIM), FOA, Agrobank (formerly Bank 
Pertanian Malaysia – BPM), Muda Agricultural 
Development Authority (MADA), Kemubu 
Agricultural Development Authority (KADA), 
the Malaysian Pineapple Industry Board (MPIB), 
DOA, the Department of Veterinary Services, and 
the Department of Fisheries. The main goal of all of 
these is enhancing the development of agriculture 
and agribusiness in Malaysia, and they have some 
overlapping functions. 

The MOA’s vision is to be at the forefront of 
agricultural transformation in Malaysia. To achieve 
this vision, the MOA has identified three objectives: 

 � to transform the agriculture and agro-industry 
sectors into a modern, dynamic and competi-
tive sector;

3 MOA’s responsibility in the agriculture sector excludes 
plantation crops such as oil-palm, rubber, cocoa, paper 
and forestry, which are under the jurisdiction of the 
Ministry of Primary Industries.

 � to position Malaysia as a major food exporter 
at the global level;

 � to develop the agriculture sector as the coun-
try’s engine of growth.

In 1998, the third National Agricultural Policy 
(NAP3, 1998 to 2010) was formulated to facilitate 
the MOA’s mission as the spearhead of agricultural 
transformation through a planned, integrated and 
holistic approach based on collaborative efforts in 
both intellectual and physical engagement. NAP3 
translates the MOA’s vision into activities with 
realistic objectives and timelines. Under NAP3, the 
functions of the MOA are to: 

 � legislate for, plan and implement NAP’s poli-
cies and strategies;

 � evaluate, coordinate and ensure the implemen-
tation of agrifood and agricultural develop-
ment projects and programmes;

 � conduct research and development (R&D) 
and introduce innovations that enhance pro-
ductivity and competitiveness in the agrifood 
sector;

 � promote foreign and local investment in the 
agrifood sector;

 � Structure and implement an effective and effi-
cient agrifood market chain.

To achieve these objectives and implement policies 
for transforming agriculture and agribusiness activi-
ties, each of the 11 entities within the MOA has been 
given specific tasks. 

The Investment Promotion, Business Develop-
ment and Privatization Division and the Agro-
Based Industry Division are concerned with 
planning and policy-making rather than imple-
mentation. The primary function of the first is to 
stimulate investments in agricultural activities from 
the private sector and agro-entrepreneurs. The 
Agro-Based Industry Division is responsible for 
formulating policies and coordinating support ser-
vices for agro-industry. Both divisions are respon-
sible for overall policy-making on agricultural and 
agribusiness development, with implementation of 
these policies by relevant departments and agencies 
of the MOA.

Chapter 2

Institutional profile 
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The MOA entities with objectives and functions 
most closely related to the development of agribusi-
ness and agro-industry are DOA, FAMA and FOA. 
FOA and DOA focus mainly on production, while 
FAMA is more directly associated with agribusi-
ness development, and is thus considered the core 
agency for agribusiness in the MOA. On this basis, 
FAMA has been selected as the focus of this study. 

2.1 INsTITuTIONAl MOTIvATION
The establishment of FAMA can be traced back 
to 1957, when the Ministry of Agriculture was 
renamed the Ministry of Agriculture and Corpora-
tion. Although the name of the ministry responsible 
for agriculture has changed several times since 1970, 
FAMA has remained the same.   

In 2009, the ministry’s name was changed again, 
to the Ministry of Agriculture and Agro-Based 
Industry, to reflect its new functions and roles along 
the whole supply and value chains of agricultural 
activities. FAMA continued to be the MOA’s lead 
agribusiness agency. 

2.2 INsTITuTIONAl PROFIlE
FAMA is a marketing agency established under 
the MOA as a statutory body on 30 September 
1965 under Parliament Act 49 (1965) and Parlia-
ment Act 141 (Amended, 1974). FAMA is respon-
sible for the monitoring, supervision, coordina-
tion, regulation, improvement and development of 
the marketing of Malaysian agricultural products 
in domestic and export markets. FAMA is also 
tasked to issue import permits to the importers 
of agricultural products to ensure sufficient sup-
ply for domestic consumption. The agricultural 
products for which FAMA is the government’s 
marketing arm are fruits and vegetables, flori-
culture products, grains and herbs, livestock and 
aquaculture products. FAMA organizes market-
ing activities, sets production targets and product 
standards, monitors performance and develops 
marketing strategies, tools and innovative pro-
grammes to promote Malaysian agricultural prod-
ucts. Its vision is to become a leader in food and 
agricultural marketing.  

FIgURE 1
MOAC organizational structure  
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The organizational structure of FAMA is shown 
in Annex 3. FAMA is headed by a Chairperson, 
which is a non-executive post; the Director-Gen-
eral is the Chief Executive Officer. There are two 
Deputy Directors, of Development and Operations 
respectively, each in charge of several Heads of 
Department. FAMA has ten departments, almost 
all of which are involved in agribusiness develop-
ment in cooperation and collaboration with other 
relevant entities within and outside the MOA.

Mission
FAMA’s mission is to develop an efficient and 
effective food and agricultural marketing chain 
that creates and sustains customer value. FAMA 
manages the whole supply chain for agriculture 
and agroproducts. In formulating policies and 
implementing agribusiness development strate-
gies, it takes into account the contribution these 
policies and strategies can make to the national 
agenda. As a government agency, FAMA’s vision 
and mission are in line with government priorities 
pertaining to agro-industry. 

Current objectives and priorities
FAMA aims are designed in order to achieve the 
objectives of the MOA:

 � realization of the National Vision and NAP 
(especially NAP3) – making Malaysia a major 
producer of food at the global level – through 
the efficient and effective marketing of food 
and agricultural products;

 � development of marketing infrastructure and 
an efficient and effective supply and value 
chain system;

 � market development and increased demand 
for food and agricultural produce, domesti-
cally and internationally;

 � human resource capacity building in agricul-
tural marketing based on knowledge and the 
latest technology.

Under the Ninth Malaysia Plan (2006¬–2010) 
(Government of Malaysia, 2006), FAMA formu-
lated programmes to enhance agribusiness devel-
opment. The programmes on global market infor-
mation, mega farmers’ markets, development of the 
Supply and Demand Virtual Information (SDVI) 
systems, development of the National Agribusi-
ness Terminal (TEMAN), farm collection centres, 
development of small and medium enterprises 
(SMEs) and branding (Malaysia’s Best) have been 
rolled out in view of FAMA’s mission to strengthen 
agricultural supply and value chains in Malaysia. 

strategies
To ensure that its objectives are met, FAMA has 
formulated strategies for improving the efficiency 
and effectiveness of supply and value chain manage-
ment in agribusiness and agro-industry; enhancing 
market intelligence; fostering domestic and interna-
tional brand recognition; and capacity building.

Functions
FAMA’s functions for enhancing the agribusiness 
sector in Malaysia are to:

 � coordinate and collaborate with the private sec-
tor and other government departments and agen-
cies in agricultural marketing and agribusiness;

 � improve marketing systems and establish new 
markets for Malaysian agricultural products;

 � develop efficient management systems for 
agro-industry, especially marketing activities 
and agricultural products processing;

 � become directly involved in agro-industry, 
especially marketing activities and products 
processing.

Although the primary objective for establish-
ing FAMA was to set up a marketing arm for the 
MOA, FAMA’s objectives, functions and roles 
have evolved in line with current needs and issues 
in the agriculture sector. FAMA therefore has a vast 
responsibility in ensuring that its agribusiness sup-
port is efficient and takes into account the interests 
of farmers, agro-entrepreneurs and consumers. It 
contributes to making the MOA’s motto of “Agri-
culture is Business” a reality, by helping to develop 
the agribusiness system and strengthening the 
capacity of agro-entrepreneurs. 

FAMA is regularly involved in the development 
of agricultural policies, agrifood policies (every ten 
years) and industrial master plans.

2.3 INsTITuTIONAl ENvIRONMENT
Policy and socio-economic environment
The objective of the MOA is to spearhead the 
transformation of the agriculture sector via a 
planned, integrated and holistic approach based on 
organizational collaborative efforts in both intel-
lectual and physical engagement towards realiza-
tion of NAP3. The overall objective of NAP3 is 
the maximization of income through the optimal 
use of resources in the agriculture sector. It also 
aims to increase the agriculture sector’s contribu-
tions to gross domestic product (GDP), export 
earnings and producers’ incomes.   

NAP3’s objectives are reinforced by the 
National Agrofood Policy (2011¬–2020) (MOA, 
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2011), which emphasizes the well-being of pro-
ducers and farmers and the agriculture sector’s 
contribution to the economy, and addresses food 
security and food safety issues. The role of FAMA 
and other MOA agencies is to ensure that the food 
consumed in Malaysia is safe and sufficient. 

These policies are complemented by com-
ponents of the Ninth and Tenth Malaysia Plans 
(Government of Malaysia, 2006; 2010), which 
provide justification for MOA’s increased focus on 
agro-industry development.

Support to agribusiness is seen as an appropri-
ate strategic approach and policy thrust for mod-
ernizing the agriculture sector, and is provided 
through the promotion of exports and global 
competitiveness within the agriculture sector. To 
achieve this end, the government emphasizes the 
development of new and innovative products and 
the creation of new value-added industries. The 
value chain requires reorientation from commod-
ity-based to (high-value) product-based produc-
tion and marketing. This strategy aims to capture 
higher margins and increased farm incomes and 
involves the vertical integration and inclusion of 
value-added activities at both the farm and off-
farm levels, making FAMA’s role in agribusiness 
development particularly relevant.

Agribusiness stakeholders
FAMA serves clients with diverse capacities and 
different backgrounds within agriculture and agro-
industry. Stakeholders range from individual farmers 
to processors and marketers, and are under the juris-
diction of the MOA and the MRRD. Most farmers 
are members of FOA, and some small and cottage 
agro-industries are guided by or registered with 
DOA or FAMA. Agro-based SMEs are also among 
the main clients of FAMA, especially for marketing 
and promotion activities in international markets.   

The MRRD is one of FAMA’s most relevant 
clients through its work to transform rural areas 
and involve rural people in enterprise development 
programmes and projects. MRRD and FAMA 
established the Rural Transformation Centre to 
provide marketing facilities such as collection cen-
tres for rural farmers and help with the marketing 
of agricultural and agro-industry products. FAMA 
is closely involved in post-harvest activities under 
MRRD programmes. 

For the international market, FAMA’s partners 
in the promotion of agro-industry products are the 
Malaysia External Trade Development Corpora-
tion (MATRADE) and international trade centres 
around the world. Agricultural Attachés attached 

to Malaysian embassies in various countries are also 
close partners of FAMA for market intelligence 
information and the “what and who” of potential 
customers for Malaysian products. 

For standards and compliance with good agri-
cultural and good manufacturing practices, FAMA 
relies on DOA and the Standards and Industrial 
Research Institute of Malaysia. 

Other important FAMA clients are smallholder 
fruit and vegetable producers. In line with NAP3, 
FAMA has developed the “Plant What the Con-
sumer Wants” programme to encourage farmers 
to produce agricultural products for which there 
is market demand. The programme has changed 
farmers’ perspective by involving them in agri-
business, encouraging them to move away from a 
“push” production and marketing strategy towards 
a “market pull” strategy. FAMA provides market 
outlets for the farmers and helps them to establish 
networks with other farmers, wholesalers and 
retailers. 

FAMA’s marketing development programmes 
assist SMEs in marketing their products to increase 
their sales and income, focusing on domestic or 
international markets. Through these programmes, 
FAMA has increased the number of market out-
lets through hypermarkets, supermarkets, mini 
markets, retail stores, cooperatives and cafeterias. 
FAMA facilitates contractual agreements for the 
supply of agricultural products among farmers, 
agro-based SMEs and retail outlets. This initiative 
has been instrumental in penetrating the multina-
tional hypermarket and supermarket sector (Tesco, 
Carrefour, Giant and Jusco). Through these mul-
tinational retail stores, Malaysian SMEs’ products 
have reached other outlets all over the world, under 
reciprocal agreements.

FAMA also works closely with the wholesaler 
and retailer associations for fruits and vegetables, 
providing them with information on the demand 
and supply situation for fruits and vegetables. 
Wholesalers require permits for imports of con-
trolled vegetable items, such as cabbages, and 
exports permits for fruits. This collaboration is 
important in ensuring stable prices and that con-
sumers’ needs are being met.

FAMA does not receive funding from interna-
tional agencies, and relies exclusively on govern-
ment funding to carry out its duties and functions.

2.4 INsTITuTIONAl CAPACITy
FAMA is fully supported by the MOA through 
human and financial resources to facilitate achieve-
ment of the ministry’s vision and mission.  
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human resources
FAMA is headed by a Director-General assisted 
by deputies. It has three overarching divisions to 
support its activities: development, operations, and 
administration. 

The Development Division is responsible for 
human resources management, marketing strategy, 
market intelligence and strategy planning. The 
division is also tasked with encouraging entrepre-
neurship and providing marketing support services, 
including information on market potential, con-
sumption patterns and trends, product utilization, 
and consumer behaviour and profiles. The division 
also develops accreditation and quality assurance 
systems to ensure food quality and safety, and is 
responsible for advertising, promotion and brand-
ing to increase and expand domestic and interna-
tional markets. 

The Operations Division is responsible for 
managing the financing, budgeting, processing 
and trading of agro-based products. The division 
spearheads product development and continuous 
improvement of the processing, packaging and 
quality of processed food. It is responsible for 
developing networks and strategic alliances with 
domestic supermarkets and hypermarkets to ensure 
the availability of market outlets and the market-
ability of agricultural products. 

The Administration Division is responsible for 
administering and managing infrastructure and 
facilities, and providing management services to 
FAMA staff. 

The Human Resource Management Division 
plays an important role in attaining FAMA’s objec-
tives as it is responsible for providing adequate, 
qualified and competent human resources to 
perform the duties of FAMA efficiently and with 
high-quality outputs. Table 1 shows the number 
of permanent staff in FAMA’s branches all over 
Malaysia, including in Selangor, Perak, Kelantan, 
Pahang, Sarawak, Sabah, Malacca, Terengganu, 
Perlis, Negeri Sembilan, Kedah, Johor and Penang.

FAMA Training Institute
FAMA’s Training Institute is responsible for devel-
oping its staff’s capacity to ensure that agricultural 

and agribusiness activities are carried out efficiently 
and in line with the overall objectives and functions 
of FAMA. 

FAMA established its Training Institute in 1993 
at Port Dickson to provide training and extension 
services for the marketing of horticultural crops and 
freshwater fish. The institute is supervised by a Senior 
Director from FAMA (Human Capital Development) 
who is directly under the office of FAMA’s Director-
General. Its training and extension programmes aim 
to educate target groups on post-harvest practices and 
handling, updating and improving their marketing 
skills in areas such as sales (wholesaling and retailing), 
export and import. The institute’s target groups are 
farmers, participants in farmers’ markets, processors, 
entrepreneurs, FAMA staff and officials from other 
agencies involved in production.

In 2009, the Training Institute conducted 121 
courses, seminars, demonstrations, dialogues and 
study tours, with a total of 6 263 participants from 
FAMA and other agencies. Successful farmers, 
exporters, processors, retailers, wholesalers and 
supermarket operators act as resource persons. 
Continual training of its staff and dissemination of 
information and technologies to its clients are an inte-
gral component of FAMA’s functions for enhancing 
agribusiness development. 

The following are some of the courses held at the 
institute (Marketing Directory, 2004): 

 � Post-harvest training for fruit farmers in 
Sabah and Sarawak: Following training on 
post-harvest practices for pineapples, farm-
ers have seen improvements in the quality of 
the pineapples they produce. They are able 
to market their harvest locally and package 
products for international markets. 

 � Training on quality assurance for farmers 
under contract farming in Kelantan, Pahang 
and Trengganu: Following the inclusion of a 
quality assurance component in agricultural 
marketing training and extension, farmers 
are able to produce fruits and vegetables that 
comply with the quality requirements of the 
market.

 � Training on proper handling of freshwater fish 
for fish farmers in Pahang: These farmers are 

TABLE 1 
Permanent staff of FAMA (December 2010) 

 Development/management Operations Total

Total 1 715 752 2 467

Source: Cawangan Hartanah, Division of Entrepreneur Development, and Bahagian Khidmat Usahawan, Land Valuation Division.
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now able to market their freshwater fish to 
institutional buyers such as hotels and restau-
rants in Kuala Lumpur.

 � Training for participants in farmers’ markets: 
Some training participants have since expand-
ed and developed their business operations 
by diversifying into wholesaling, catering and 
processing.

Operations of FAMA’s subsidiary 
FAMA Corporation Sdn. Bhd. (FAMACO) was 
formed to enhance the development of agribusi-
ness activities. FAMACO is tasked with market-
ing products under the Malaysia’s Best brand, 
locally and internationally. It is a wholly owned 
subsidiary of FAMA established under the Com-
panies Act of 1965 on 15 August 1994 to carry out 
the following activities: 

 � import, export and distribution of fresh veg-
etables and fruits for domestic and interna-
tional markets;

 � distribution of processed products under the 
Anggerek, Agromas and Olemas brands to 
hypermarkets, mini-markets and retailers;

 � management of the Agrobazaar retail outlet 
network;

 � production of ground coffee and coffee-relat-
ed products;

 � management of cabbage imports by the 
FAMA Consortium Sdn. Bhd. (a subsidiary 
of FAMACO); 

 � business collaboration and joint ventures in 
collaboration with selected third parties. 

FAMA’s lack of direct involvement in business or 
trading limits the assistance it can provide to expand 
the business activities of farmers and SMEs. The 
establishment of FAMACO has therefore been 
valuable in: 

 � providing an intermediary for small farmers, 
to increase their collective bargaining power; 

 � protecting consumers’ welfare by stabilizing 
the prices of agricultural commodities and 
filling the gaps between demand and supply. 

strategic leadership and governance 
FAMA is governed by a 13-member Board of 
Directors headed by a Chairperson. The basic 
functions of the Board are guiding and monitoring 
FAMA’s activities, and endorsing its senior man-
agement decisions. The Board is very supportive 
of the agribusiness activities implemented by 
FAMA. The senior management team is headed by 
the Director-General, with two Deputy Directors-

General and 11 Senior Directors leading different 
divisions of FAMA. 

The Deputy Secretary-General (Development) 
of the MOA is a member of FAMA’s Board. The 
MOA is thus aware of the activities that FAMA is 
implementing, and FAMA’s senior management has 
direct access to the Secretary-General of the MOA 
as well as the Minister. FAMA’s senior management 
has a participatory management style, with weekly 
meetings to monitor progress on activities and 
ensure that programmes and projects are effective 
and reach their target groups. Any shortcomings 
and problems are discussed, and new action plans 
are designed to rectify them. 

FAMA also conducts seminars and conferences 
with academics and its clients to obtain feedback 
on programmes and activities. Senior management 
analyses this feedback, and appropriate improve-
ments are made to FAMA’s programmes when 
necessary. 

As a government body, FAMA undergoes 
internal audits; a Board Audit Committee reviews 
reports from the Internal Auditor and recommends 
follow-up actions to the Board. This helps to ensure 
that FAMA’s planning aligns with that of the gov-
ernment. 

Financial resources 
FAMA derives its development budget from the 
government and does not derive income from its 
activities. It therefore has to design a thorough 
development plan, anticipating future needs in its 
requests for budget in order to ensure that agribusi-
ness development moves forward. 

In recent years, FAMA has been allocated about 
US$26–29 million per year . All its projects aim to 
enhance the marketing of agricultural products to 
encourage farmers to produce more, to enhance food 
security and reduce the dependence on imports. 
Annex 4 shows the financial resources that FAMA 
receives for its various agribusiness activities and 
investments.

Inter-institutional linkages  
As well as its work with MOA departments and 
agencies, FAMA also coordinates with the MRRD 
for the blue ocean strategy and the Rural Transfor-
mation Centre, which is developing a rural transfor-
mation programme. This programme has eight sub-
programmes, of which three are under FAMA as an 
anchor agency; the other five are under the Ministry 
of Health, the Ministry of Education and the MRRD.  

Under the contract farming programme, FAMA 
works with the farmer members of FOA, the 
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farmer umbrella cooperative for fruit and vegetable 
production. The contract farming programme is a 
high-impact initiative to support agro-entrepreneurs 
and ensure that they get fair returns on their prod-
ucts. Contracted farmers agree to supply products 
according to specified quantities, qualities and 
schedules, and buyers guarantee the purchase of 
these products at agreed prices. The programme 
involves farmers involved in DOA, FOA, MPIB, 
Sabah’s Food Industry and Sarawak’s Agriculture 
Modernization Ministry. FAMACO acts as buyer 
and mediator. Other buyers include the Malaysian 
Agrifood Corporation and private entities such 
as exporters, supermarkets, food processors and 
wholesalers. 

FAMA collaborates with these agencies and 
departments to implement the trading development 
programme for high-impact projects and ensure 
that the new products have access to markets. High-
impact programmes and projects, including the Per-
manent Food Production Park and the nucleus farm 
programme under the MOA, have been given special 
priority by the government. FAMA was directly 
involved in the purchasing and sales of agricultural 
produce generated from the trading development 
programme. 

FAMA cooperates with the Federal Land Devel-
opment Authority (FELDA) in the e-ladangkon-
trak@fama system for collecting information and 
registering contracted farms. A total of 21 805 farms 
have been registered through the system, which is 
also used to update production information and 
select participants for briefings and courses organ-
ized by the MOA, FOA and FELDA.

FAMA collaborates with the private sector, 
including the Multimedia Development Corpora-
tion and the National Registration Department, to 
develop several application systems such as e-pasar-
tani@fama, e-ladangkontrak@fama, e-MFMFFS@
fama, e-pusatoperasi@fama, e-IAT@fama, e-sms@
fama and e-geomisfarmer@fama, which store and 
process the profiles of participants in FAMA pro-
jects and programmes. For instance, a total of 14 250 
participants in farmers’ markets have signed up with 

e-pasartani@fama. Among the accessible informa-
tion are details on the profile of participants, the 
locations of farmers’ markets, commodity sales and 
annual sales.

FAMA also collaborates with oil-palm plantation 
settlers associated with FELDA and the Federal 
Land Consolidation and Rehabilitation Authority 
(FELCRA) on marketing produce from the Edible 
Garden Project, which encourages FELDA and 
FELCRA settlers to plant vegetables in their home 
gardens. The vegetables are for the settlers’ own 
consumption, and excess production is marketed to 
provide an additional source of income. Collabora-
tion is also promoted by the annual Malaysian Agri-
culture, Horticulture and Agritourism Exhibition, 
hosted by the MOA, at which participants reinforce 
existing business relationships, explore new business 
opportunities, launch new products or services, and 
network with other industry professionals. The 
exhibition’s objectives are to:

i)  transform Malaysia into a centre of agri-
cultural development excellence and agro-
industry, to attract both domestic and inter-
national private investment in the country’s 
agriculture sector; 

ii) promote agro-industry as a profitable invest-
ment area with guaranteed returns, to attract 
investors, entrepreneurs and the younger 
generation; 

iii) exhibit the latest innovations and technology 
available at the international level that can be 
applied in the agriculture sector in Malaysia, 
to enhance the sector and make it more com-
mercially viable;

iv) provide an opportunity for ministries, depart-
ments, government agencies, state govern-
ments, local and foreign private companies, 
entrepreneurs and other target groups to 
exhibit their products, latest inventions, 
investment opportunities and services;

v) provide a platform for networking among 
sellers, buyers, technology inventors and the 
suppliers of agricultural services, at both the 
local and international levels.
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This section discusses the services provided by 
FAMA, and its business subsidiary FAMACO, as 
the core public service provider for development of 
the agribusiness sector in Malaysia. 

3.1 sERvICEs PROvIsION 
FAMA is responsible for marketing activities that 
include setting targets and product standards, 
monitoring performance, and developing market-
ing strategies for Malaysian agricultural products. 

Core functions  
FAMA considers the following its core functions:

 � coordination and collaboration with the pri-
vate sector or other government departments 
and agencies in agricultural marketing and 
agribusiness;

 � improvement of marketing systems and 
establishment of new markets for Malaysian 
agricultural products;

 � development of efficient management systems 
for agro-industry, marketing and agricultural 
products processing;

 � direct involvement in agro-industry, especially 
marketing activities and products processing.

services provided   
Of the 11 service areas analysed for this study, 
FAMA does not offer services for five: appraisal 
of business models, value chain analysis, support 
to collective action and alliance building, finance 
and investment appraisal and support, and lobby-
ing and advocacy in the agribusiness sector. One 
service area is rendered as a secondary service –
development of policy and strategy papers – and 
five areas are core services (Table 2). The following 
is a summary of FAMA’s service provision:

 � Building of business and entrepreneurial skills: 
FAMA is involved in agro-entrepreneur 
development at different levels of the market-
ing chain. It provides individuals or groups 
with opportunities to participate in enterprise 
development programmes, such as through 
Agribazaars or K-shoppes on housing estates 

and elsewhere. These efforts not only promote 
the development of agro-entrepreneurs but 
also provide outlets for the products of farm-
ers and SMEs.

 � Reinforcement of business and market linkages: 
FAMA facilitates business linkages through 
contract farming programmes and marketing 
infrastructure development and management, 
including its own distribution outlets at the 
wholesale and retail levels. Among the most 
important FAMA distribution services are 
farmers’ markets and TEMAN (for the whole-
sale level).

 � Trade and marketing appraisal and support: 
FAMA promotes domestic and export mar-
keting, and is directly involved in marketing 
activities through the parastatal FAMACO.

 � Agro-industry and processing appraisal and 
support: FAMA provides product develop-
ment, branding, packaging and labelling ser-
vices to SMEs, which can use either FAMA 
brands, such as Olemas and Agromas, or their 
own brands. FAMA provides market control 
and grading services.

 � Sharing of knowledge and information pertain-
ing to the agribusiness sector: Market intelli-
gence and surveillance are the main business of 
FAMA and the reason for its establishment in 
the first place. Providing the public and clients 
with information is very important in keeping 
supply and demand in equilibrium. Market 
analysis and data integration can be used to 
identify market potential for agro-entrepre-
neurs, the policy implications and appropriate 
FAMA programmes. Through FAMACO, 
FAMA also assists exporters in establishing 
their products in overseas markets. 

The following paragraphs offer a more detailed 
review of FAMA’s five core services. 

Building of agribusiness and entrepreneurial 
skills: FAMA implements guidance programmes to 
equip entrepreneurs with the expertise needed to 

Chapter 3

Appraisal of the business model
for service provision
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enhance their marketing performance. The e-IAT 
(agro-industry) system facilitates the registration 
of entrepreneurs in need of FAMA services, espe-
cially agro-entrepreneurs. The system also pro-
vides FAMA with information on entrepreneurs 
for guiding evaluation by the MOA and related 

TABLE 2 
services provided by FAMA 

service area services offered Core secondary

1. Appraisal of business models Not offered

2. Value chain analysis Not offered

3. Building of business and entrepreneurial skills e-IAT system, mega farmers’ markets and 
fresh fruit stalls, caravan farmers’ markets, 
Agrobazaar People Shops, Agribazaar 
(K-shoppes), three-wheeled motorcycle 
programmes, agro-entrepreneurship training

4. Reinforcement of business and market linkages Contract farming programme, fresh product 
marketing development programme, marketing 
infrastructure facilities (distribution level), 
creating marketing platforms for farmers and 
producers (retail level), help with product 
marketing (wholesale level), TEMAN

5. Support to collective action and alliance building Not offered

6. Finance and investment appraisal and support Not offered

7. Trade and marketing appraisal and support Promotion of domestic and export trade: 
domestic trade and consumer exhibitions, 
export market exploration, international 
promotion programmes (Malaysia’s Best, Olemas 
and Agromas brands for SMEs) FAMACO: import 
and export promotion, agribusiness and agro-
entrepreneurship development

8. Agro-industry and processing appraisal and 
support

Agro-industry product development: product 
development and branding programmes, 
entrepreneur guidance programmes, 
manufacturing contract vendor programmes, 
packaging and labelling programmes, Olemas 
and Agromas brands  
Market control and grading: improved 
agricultural marketing practices through 
licensing, enforcement, control and grading 
programmes, e.g., the Self-Regulation by 
Regulated Entities Scheme, agro-industry 
product marketing

9. Development of policy and strategy papers Inputs to the design of policies and strategies 
pertaining to the agro-industry and agribusiness 
sectors

10. Lobbying and advocacy in the agribusiness sector Not offered

11. Sharing of knowledge and information  
pertaining to the agribusiness sector

Market intelligence and surveillance: collection 
of information along the marketing chain, from 
farms to consumers in local and international 
markets, e.g., at collection centres and 
collection complexes (KPLs)  
Analysis and data integration: monitoring of 
supply information and collection of secondary 
information, monitoring of all produce in the 
domestic market under the purview of FAMA, 
providing statistics on imports and exports of 
agricultural commodities using econometric 
forecasting

Source: Author’s elaboration using information from KIIs.

agencies. By 2009, a total of 2 974 entrepreneurs 
had registered through the system.

Reinforcement of business and market linkages: As 
well as its contract farming programmes, FAMA 
implements a fresh product marketing development 
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markets have become a major marketing insti-
tution in Malaysia, promoted by such mottos 
as “The meeting place for producer-consum-
ers” and “Farmers’ markets – the market of 
choice”. Under this initiative, FAMA provides 
easy payment schemes for the purchase of 
market equipment, such as umbrellas, cano-
pies, baskets, tables, tablecloths and uniforms. 

 � Caravan farmers’ markets are a new con-
cept introduced by FAMA to help farmers 
to market their agricultural produce directly 
to consumers, through mobile markets. The 
three-wheeled motorcycle programme is an 
entrepreneur development programme for 
intermediaries, who buy agricultural produce 
from villagers and market it at sales centres at 
reasonable prices as well as display a neat and 
uniform image across the country. By focusing 
on agricultural producers in rural areas, this 
programme helps to overcome rural poverty 
while also providing job opportunities for 
three-wheeled motorcycle entrepreneurs.

 � FAMA provides linking services to producers 
and customers, such as the Agrobazaar People 
Shops. These are business premises owned by 
entrepreneurs, for retail sales of essential items 
at reasonable prices. 

 � FAMA’s logistics services include freight ser-
vices for the efficient transport and distribu-
tion of smallholders’ agricultural products in 
markets.

Marketing and trade appraisal and support: FAMA 
undertakes marketing and trade activities for the 
domestic and export markets:

a) Domestic promotion programme: One of 
FAMA’s most important tasks is promoting 
local SMEs’ agroproducts and farmers’ fresh 
produce. In 2009, a total of 818 promotional 
activities – including trade and consumer 
exhibitions and sales promotions in super-
markets – were carried out in collaboration 
with other ministries and agencies and the 
private sector. Among the major exhibitions 
are the Natural Products Expo, Malaysia 
International Halal Showcase, Malaysia Inter-
national Food and Beverages, Smart Kids 
2009, National Farmers’, Breeders’ and Fish-
ermen’s Day, and the Malaysia Agriculture, 
Horticulture and Agrotourism Exhibitions. 
FAMA also provides full support for the Buy 
Malaysian campaign organized by the Min-
istry of Domestic Trade, Co-operatives and 
Consumerism. 

programme for fruits and vegetables. FAMA col-
laborates with supermarkets and hypermarkets such 
as Jaya Jusco, Giant, Mydin, The Store, Econsave, 
Tesco and Carrefour to ensure successful marketing 
of fruits and vegetables produced by small farmers. 
It has also established purchasing centres in major 
production areas to stabilize markets, especially in 
remote areas with limited market access.

Trade and marketing appraisal and support: 
FAMA’s marketing infrastructure development 
activities at different levels of the marketing chain 
include the following:

 � For the farm level, collection centres in planta-
tion areas provide temporary storage, market 
information, training and a meeting place for 
manufacturers and buyers to set sale and pur-
chase prices. 

 � TEMAN is a modern agricultural wholesale 
centre implemented through a public–private 
partnership and equipped with facilities such 
as chilling rooms, office space, mail boxes and 
public amenities including parking lots, toi-
lets, telephones, water supply and electricity. 
TEMAN also acts as an information collection 
centre, a driver of food safety and efficiency 
and a promoter of agritourism.

 � FAMA’s distribution centres function as value-
adding centres for agroproducts and distribu-
tion points for retailers and consumers. The 
centres promote efficient product distribu-
tion by providing a single site for collecting 
produce. They also act as meeting points for 
suppliers and buyers; facilitate value-added 
activities through good distribution practices; 
guarantee continuous supplies to consumers 
(by adjusting supplies to meet demand); and 
act as transit centres for distribution. To facili-
tate the distribution centres’ activities, FAMA 
provides logistics support and services such 
as facilities for storage, transport, packaging 
and ripening. It also provides quality control 
advice and value-added activities for products, 
such as hot-water treatment, labelling and 
repackaging. One of the centres’ most impor-
tant activities is traceability and post-harvest-
management, which is crucial as the centres 
also provide quality validation, especially for 
export purposes.

 � FAMA’s most notable marketing retail infra-
structure include the mega farmers’ markets 
(Pasar TaniMega) and farmers’ markets (Pasar 
Tani), where farmers and producers market 
their crops directly to consumers. Farmers’ 
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  In 2009, in collaboration with Karangkraf 
Group Sdn. Bhd, FAMA held a Search for 
Young Agro-Creative Chefs Competition 
with the aims of diversifying the use of agro-
products to increase demand, establishing 
new talented chefs, and creating new prod-
ucts and developing new recipes in line with 
current consumer tastes. Promotion and sales 
of local fruits and SMEs’ products at the 
Kuala Lumpur International Airport terminal 
kiosk and the K-Shoppe in Shah Alam have 
continued to gain attention and favourable 
response. K-Shoppes also provide a platform 
for promotional activities and guidance to 
entrepreneurs and non-governmental orga-
nizations.

 Export market exploration: Exploration 
of new markets overseas is among the pro-
motional activities carried out by FAMA 
via FAMACO to expand the demand for 
Malaysian agricultural produce and assist 
farmers in complying with the requirements 
of importing countries. FAMA’s develop-
ment of export markets includes trial and 
sample shipment programmes, which are 
implemented in conjunction with SMEs and 
smallholder fruit producers. Export market 
exploration seeks to gauge the acceptability of 
Malaysian products on international markets. 
Promotional samples have been sent to sev-
eral countries, especially through Malaysian 
Embassies, Agriculture Counsellor’s Offices 
and trade fairs. Such awareness campaigns 
are expected to increase the demand for 
Malaysian products and strengthen export 
markets for food manufacturing SMEs and 
producers. The number of activities in this 
service area increased from 52 in 2008 to 
344 in 2009, through FAMACO’s enhanced 
efforts to export to West Asian countries and 
China. The results of these trials can be used 
by FAMA to help guide policy-making for 
SMEs and smallholder fruit farmers. 

b) International promotion programmes: In 
2009, FAMA participated in 23 trade and 
consumer exhibitions in 14 countries, with 
88 Malaysian entrepreneurs. Activities such 
as working visits, seminars, workshops, 
conferences and meetings were held in ten 
countries. Overall, a total of 60 overseas pro-
motional activities were carried out. Market 
exploration in the United States of America 
– in collaboration with Care Food Industries 

Sdn. Bhd., a private sector firm established 
in 2008 – is a continuous activity. Successes 
of the international promotion programme 
include positive feedback on Agromas jam 
at the National Restaurant Association Show 
and the Winter Fancy Food show, imply-
ing that there are opportunities for market 
penetration in the United States of America. 
Embassy offices and commissioners have also 
played a role in promoting local agricultural 
products abroad. In 2009, ten shipments of 
fruits, flowers and processed products were 
sent to nine countries. The campaign to 
promote Malaysia as a hub for manufac-
tured Halal food products has increased the 
demand for Malaysian Halal-certified prod-
ucts in Near Eastern countries, creating a 
market outlet for SMEs’ production. 

Agro-industry and processing appraisal and sup-
port: FAMA’s services to ensure the competitive-
ness of farmers and SMEs include disseminating 
information on the quality standards required by 
the market; packaging, labelling and branding (The 
3Ps programme); and post-harvest handling stand-
ards and methods.

In addition, FAMA provides services for product 
development and branding for SMEs; promotion of 
Malaysian agro-industry products on both domes-
tic and international markets; market control and 
grading; licensing; monitoring and enforcement 
of regulations under FAMA and the Retail Act; 
contracts for the manufacture of food products 
on FAMA premises; vendor programmes; agro-
industry product marketing; the Malaysia’s Best 
brand as a symbol of quality and food safety for 
Malaysian agricultural products; mega farmers’ 
markets and fresh fruit stalls; and the Olemas and 
Agromas brands for SMEs. Its self-regulation by 
regulated entities scheme enables SMEs to follow 
FAMA procedures for internal audits to ensure that 
procedures and regulations – including quality and 
safety standards – are properly applied, with FAMA 
providing additional monitoring from time to time.

Sharing of knowledge and information pertaining 
to the agribusiness sector: FAMA’s clients can check 
the services it provides via its Web site,4 which also 
provides market information and announcements, 
news and events organized by FAMA, and details 

4 http://www.fama.gov.my (10 June 2013)
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on FAMA publications, such as annual reports, 
export manuals and the journal of agribusiness 
marketing. Clients can also download FAMA 
forms through the Web site.

FAMA’s Market Intelligence Unit is tasked with 
disseminating agribusiness information to clients, 
and has established 43 farm collection centres and 
four national food terminals. It collects informa-
tion from all points along the marketing chain, from 
farms to consumers at local and international mar-
kets. The information gathered includes wholesale 
and retail prices for raw materials, retail prices for 
processed products, per capita consumption, insti-
tutional consumption, manufacturing consump-
tion, factory consumption, agricultural area, total 
production, agricultural product entry into the 
main wholesale markets, and international business 
data. The Market Intelligence Unit assists in:

 � identifying opportunities for and barriers to 
the exploration and expansion of markets for 
Malaysian agricultural products, at both the 
domestic and international levels; 

 � developing and creating an integrated, effi-
cient, accurate and modern information sys-
tem for agricultural product marketing;

 � creating a marketing database of agricultural 
product prices, total consumption and supply 
information; 

 � strengthening market and international net-
works by disseminating information on market 
potential and trade at the international level.

Information is an important element of marketing, 
particularly when the supply and value chain man-
agement approach is being introduced. Information 
also assists FAMA’s trading activities and the gov-
ernment – through the Ministry of Domestic Trade, 
Co-operatives and Consumerism – in determining 
product prices and ensuring that there are sufficient 
supplies of agricultural commodities, especially 
during festival seasons.

FAMA implements its market surveillance pro-
gramme through Geographic Information System 
(GIS) technology. The production areas of vegeta-
bles, fruits (including seasonal fruits), livestock and 
freshwater fish are mapped, showing the locations 
of collection centres, distribution centres, infor-
mation on contract farming, and the locations of 
farmers’ markets throughout Malaysia. GIS tech-
nology enables FAMA to forecast future supplies 
of food commodities, which helps to ensure that the 
demand for food is met.

FAMA provides statistics on imports and exports 
by collecting entry point information at the major 

gateways into Malaysia, through the online Cus-
toms Information System. It also collects import 
and export data on agricultural commodities from 
the Global Trade Information System, Euromoni-
tor International, the MOA’s international trade 
information, and TradeMap of MATRADE and 
the International Trade Centre.

FAMA provides entrepreneurs with information 
about agricultural and food product exports. Client 
enquiries have regarded export procedures, export 
supplies, documentation requirements, appropriate 
packaging, the laws and regulations of importing 
countries, and introductions to potential importers. 
Advice and assistance are provided to both Malay-
sian entrepreneurs and importers in other countries 
who are interested in importing Malaysian agricul-
tural products. The main impact of these efforts 
is exporters’ expansion into new markets and 
consolidation of existing markets through jointly 
implemented programmes. 

Data are analysed and integrated using econo-
metric forecasting to produce price, supply and 
demand information, documents such as the Cal-
endar of seasonal fruits, and forecasts of market 
prices for vegetables, fruits and livestock. Reports 
on supply, such as the Monitoring report on supply of 
non-seasonal fruits, are based on the monitoring that 
is conducted from time to time. All of these reports 
can be accessed through the FAMA Web site.

Development of policy and strategy papers: 
Although the development of agribusiness policy 
and strategy is one of its secondary functions, 
FAMA provides inputs to policy-makers at the 
ministry level, and has its own Strategy Planning 
Division led by a Senior Director, with two depart-
ments: Policy and Evaluation.

As part of its strategic planning, FAMA calcu-
lates the budget allocations it requires from the 
MOA for carrying out its agribusiness development 
programmes. The main functions of the Strategy 
Planning Division are planning and coordinating 
FAMA’s policies in line with government policy, 
and developing strategic plans and key performance 
indicators. The Policy Department is involved in 
preparing and coordinating briefing papers, feed-
back on Cabinet meetings, management meet-
ings, Advisory Panel meetings and the Minister 
of Agriculture’s meetings with agricultural export 
companies, and providing feedback to the Dewan 
Rakyat (Lower Senate House) and Dewan Negara 
(Upper Senate House). FAMA’s Director-General 
reports to the Board of Directors. FAMA con-
ducts studies on current agribusiness issues, to 
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guide policy-makers and provide inputs to MOA 
policy development. FAMA was directly involved 
in preparation of the National Agro-Food Policy 
for the Tenth Malaysia Plan and participates in the 
MOA’s working group on marketing. 

The Evaluation Department is responsible for 
monitoring and evaluation of FAMA’s development 
projects. It reports on states’ development expendi-
ture, prepares states’ monthly reports, records the 
progress of development projects in the Monitor-
ing and Evaluation System for Agriculture Projects, 
and prepares FAMA’s annual report. 

3.2 MAIN ClIENTs 
FAMA’s main clients are smallholder farmers, par-
ticularly in the horticulture subsector. FAMA does 
not apply eligibility criteria to prioritize its service 
provision to individual or associated farmers, but 
most of its clients are registered with FOA or 
DOA. FAMA can therefore liaise with these gov-
ernmental agencies to provide farmers with agri-

business training and services. FAMA also assists 
agro-based SME operators and entrepreneurs in 
enhancing their capacity to become global players 
in the food marketing and agribusiness sectors. 

Table 3 describes FAMA’s clients, the services 
they demand, and FAMA’s capacity to satisfy this 
demand. Most business dealings are carried out by 
FAMACO, FAMA’s business wing.  

3.3 MAIN INsTRuMENTs 
FAMA implements several programmes on the 
marketing of agricultural produce to enhance agri-
business activities along the supply chain. These 
programmes can be categorized into three main 
service areas, as shown in Table 4: marketing, prod-
uct development and human capital development.  

Under its development of agro-industry product 
marketing programme, FAMA establishes links 
between agro-industry enterprises and domestic 
and international markets, providing manufactur-
ers with access to international trade fairs where 

TABLE 3 
FAMA’s clients and services 

No. Clients services demanded  services provided

1. Farmers (individual or 
in groups) engaged in 
primary production

Market access, marketing 
channels and price stability

Creation of marketing channels through farmers’ 
markets and contract farming

Provision of collecting centres and wholesale markets 
such as TEMAN

2. SMEs engaged 
in processing or 
manufacturing and 
marketing of agricultural 
products 

Market outlets, product 
development, packaging, 
labelling and promotion

Market linkages and 
networking

FAMACO’s services as an intermediary

FAMA’s Agromas and Olemas brands for SMEs’ products

Exhibitions and promotional activities at the local and 
international levels.

Wholesale markets such as TEMAN

3. Agencies and 
departments under 
the MOA and other 
ministries

Training in product 
development and business 
opportunities

Training in disseminating marketing information and 
market intelligence

4. Wholesalers/exporters 
and  
food manufacturers

Promotion of products

Standards and regulations  
for export markets

Provision of opportunities to participate in 
international promotional exhibitions, in collaboration 
with MATRADE

Information on the standards and regulations 
(procedures) of importers – the European Union (EU), 
Japan, etc.

5. Importers of  
food products

Market intelligence information 
– prices, supply and demand 
situation (market potential)

Information gathering and dissemination of market 
outlook for agricultural products

6. Agro-entrepreneurs  
in retail markets

Market outlets FAMACO’s support to the establishment of mini- or 
supermarkets 

FAMACO’s facilitation of links between SMEs and 
farmers

7. University students/
researchers

Data, information and 
internships

Provision of information on market and marketing 
issues. 

Potential to provide practical training and internships

Source: Author’s elaboration using information from KIIs.
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they can display and promote their products, and 
initiating business matching for agro-industry. In 
conjunction with this programme, product devel-
opment programmes aim to increase the markets, 
networking, product quality and sales of agro-based 
SMEs through market regulation and distribution 
services. Product quality, branding, packaging and 
labelling are very important in enhancing the mar-
ketability of SMEs’ products, so programmes focus 
on improving these aspects among SMEs.

Under the development of market outlets pro-
gramme, FAMA selects wholesale businesses to 
display and sell SMEs’ agroproducts. This collabo-
ration between FAMA and wholesalers has led to 
the Agrobazaar/K-Shoppe concept, and similar 
arrangements are being made with retail shopkeep-
ers to promote SMEs’ products to the general public. 

The development of centres for product marketing 
services programme helps agro-based SMEs to pack 
and label their products using facilities at the centres. 
FAMA also provides entrepreneurs with advisory 
services on packaging and labelling and establishes 
networking linkages between SMEs and market 
operators for direct marketing. 

The international marketing by SMEs programme 
facilitates access to the international market for agro-
based SMEs. In this programme, FAMA encourages 
the SMEs to participate in international trade exhibi-
tions, trade missions, sales missions, business match-
ing with hypermarkets, and in-store promotions at 

leading international hypermarkets. It also facilitates 
the creation of export marketing enterprises.

The product quality improvement programme 
aims to improve product quality to provide access to 
international markets. Activities such as the suppliers’ 
audit programme and preparation for health certifi-
cation enhance the agro-entrepreneurs’ knowledge 
of good manufacturing practices, enabling them to 
obtain Halal certification. 

One of the challenges facing FAMA in enhancing 
agribusiness is human capital development. Activities 
under these programmes aim to enhance knowledge 
and expertise in the marketing of SMEs’ products 
(to meet consumer preferences and domestic and 
international standards) and in efficient and effective 
production and marketing activities.

Among the human capital development pro-
grammes are entrepreneurship training, “Meet Entre-
preneurs Days” and the Bumiputera Commercial 
and Industrial Community Programme. Extension 
services are crucial in the dissemination of knowledge 
and technologies, and FAMA’s market extension and 
consultation programme aims to enhance understand-
ing of the importance of product quality and effective 
management to successful marketing, among farmers, 
intermediaries and guidance officers from govern-
ment departments and agencies. These efforts are in 
line with the changing needs of consumers, who are 
increasingly sensitive to the quality and safety of agri-
cultural and food products. Projects include extension 

TABLE 4 
services areas, programmes and instruments  

service area Programmes Instruments

Marketing Development of agro-industry 
product marketing

Development of market outlets

International marketing by SMEs 

Development of centres for product 
marketing services 

Development of fresh product 
marketing 

Market intelligence

Creating and linking to domestic and international 
market networks

Creating wholesale entrepreneurs and displaying SMEs’ 
products

Facilitating SMEs’ participation in international trade 
exhibitions 

Providing centralized packaging and labelling services 

Establishing farmers’ markets and collaborating with 
hypermarkets as outlets for fresh produce

Reporting on supply and demand situation, market 
potential and prices in different markets

Product development Product development programmes

Product quality improvement

Market extension and consultation

Ensuring product quality, packaging and standards; 
introducing regulation

Providing guidance on food safety, good manufacturing 
practices and product quality enhancement

Disseminating information on product quality, standards 
etc. to farmers, intermediaries and extension workers 

Human capital development Training and short courses Training entrepreneurs on product quality and marketing 

Organizing fairs and exhibitions for farmers 
entrepreneurs

Source: Author’s elaboration using information from KIIs.
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for target groups and staff and the development of 
extension panels and modules. In 2009, 150 staff 
members from FAMA’s operations centres were 
trained on post-harvest handling as a step towards 
ensuring that the preparation of agricultural prod-
ucts for the market meets quality standards.

FAMA deals directly with fruit and vegetable 
farmers under its fresh product marketing devel-
opment programme. Its efforts to promote sales 
of fresh fruits and vegetables include marketing 
in major cities, selling through farmers’ markets, 
mega farmers’ markets and fresh fruit stalls, and col-
laborating with supermarkets/hypermarkets such as 
Jaya Jusco, Giant, Mydin, The Store, Econsave and 
Carrefour. FAMA is also engaged in the marketing 
of cabbage, contract farming, the FELDA-FAMA 
Edible Garden Programme, the Kitchen Garden/
Edible Landscape Competition, the E-contract 
Farming System and e-marketing.

For e-marketing, FAMA collaborates with 
other government agencies such as the MRRD to 
develop agro-entrepreneurship and increase the 
incomes of rural people. To enhance competi-
tiveness in international markets, FAMA stresses 
quality factors, such as the application of standards 
and product traceability and the use of good and 
attractive packaging. FAMA implements rules and 
guidelines on the grading, packaging and labelling 
of agriculture produce:

 � agricultural produce grading standards;
 � agricultural produce packaging standards;
 � packaging and labelling standards; 
 � certificate of agricultural production for export. 

3.4 ExIsTINg CAPACITIEs 
As of December 2010, FAMA had a total of  
2 467 permanent staff members, of whom 1 715 
worked in development/management and 752 in 
operations. Table 5 summarizes FAMA’s existing 
capacities in terms of the three broad categories of 
agribusiness service. 

FAMA has adequate human resources, com-
mendable facilities and a training programme to 
enhance its staff’s capacities in agribusiness devel-
opment, enabling it to fulfil its objectives, func-
tions, activities and programmes, and to implement 
national agribusiness development plans.  

3.5 PERFORMANCE  
OF ThE ORgANIzATION

Overall performance of FAMA  
FAMA’s dependence on government budget for 
its programmes and activities limits its capacity to 
increase its support to agribusiness development 
in the country. Nevertheless, it has implemented 
most of its planned programmes and activities suc-
cessfully, in terms of the number of programmes 
carried out and their impacts on the agribusiness 
sector in Malaysia.  

FAMA is not a revenue-generating agency (see 
the subsection on “Financial resources” in sec-
tion 2.4). Although the formation of FAMACO 
enables FAMA to carry out business activities, 
FAMACO focuses on assisting SMEs and small-
holder farmers in marketing their products, and 
facilitates the establishment of agro-enterprises. 
Thus far, FAMACO has performed well in terms 
of creating agro-enterprises, as shown in Table 6. 

FAMA’s activities as the government’s market-
ing agency have definitely contributed to devel-
opment of the agribusiness sector in Malaysia. To 
start with, FAMA’s main responsibilities were to 
monitor, supervise, coordinate, regulate, improve 
and develop the marketing of agricultural prod-
ucts. Since then its responsibilities, functions 
and objectives have evolved to cater to the needs 
of the agribusiness sector, including through the 
establishment of FAMACO. FAMA now imple-
ments activities such as the import, export and 
distribution of agricultural products for domestic 
and international markets; collaboration and joint 
ventures with third parties; the establishment of 

TABLE 5 
service areas and capacity analysis of FAMA

service area staff allocation
(estimate)

Relative importance 
in terms of funding/income 

generated*

Capacity**

Marketing 55% 1 4

Agroprocessing/product 
development

35% 2 3

Human capital development 10% 3 2

* 1 = highest budget allocation; 3 = lowest budget allocation.
** 1 = none; 2 = basic; 3 = moderate; 4 = advanced.
Source: Author’s elaboration using information from KIIs.
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retail outlets; and contract farming or process-
ing under the Agromas and Olemas brands. The 
changes in FAMA’s functions have enhanced the 
development of agro-based SMEs and contract 
farming activities. 

FAMA has contributed to empowerment of 
the agribusiness sector. For example, its contract 
farming programme, which aims to increase farm-
ers’ income and create new marketing channels for 
farmers’ produce, assisted a total of 19 537 farmers 
in 2009 (Table 7). Most of these were vegetable and 
fruit farmers, whose produce FAMA distributed 
to hypermarkets and supermarkets with which it 
had contracts. In 2009, FAMA marketed vegetables 

TABLE 6 
Numbers of sMEs created, 2008 and 2009

sME category  2008  2009

Level 1 (< US$14 764) 1 482 (60%) 1 881  (55%)

Level 2 (< US$29 528) 372  (15%) 766 (22%)

Level 3 (< US$73 821) 460 (19%) 587 (17%)

Level 4 (< US$0.3 million) 139  (7%) 154 (5%)

Level 5 (< US$3.0 million)  28  (1%) 21 (1%)

Level 6 (< US$7.4 million) 0 0

Total 2 481 3 409

Source: FAMA, 2008; 2009.

TABLE 7 
Registration of contract farmers, by state, 2009

state Participants

1. Johor 4 341

2. Kedah 351

3. Kelantan 936

4. Melaka 605

5. Negeri Sembilan 2 880

6. Pahang 5 348

7. Perak 1 755

8. Perlis    245

9. Pulau Pinang    143

10. Sabah    416

11. Sarawak    763

12. Selangor    472

13. Terengganu 1 282

Total  19 537

and fruits valued at US$100.37 million, represent-
ing 63.2 percent of total contact farming output. 
Of this total, US$7.53 million consisted of direct 
purchases, while US$92.84 million was in the form 
of market arrangements, with 231 contracts signed. 

Under its entrepreneurship programme, FAMA 
assisted 3 409 entrepreneurs in 2009, marketing 
products worth US$134 million. Services under 
the programme included assistance with packag-
ing, labelling, branding and other post-harvest 
handling standards and measures to meet legal and 
market requirements. 

FAMA’s efforts to develop marketing channels 
and create demand include the distribution of 
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SMEs’ products under the Agromas, Olemas and 
other brands, and the development of Agrobazaar 
People Shops selling the products of farmers and 
SMEs. FAMA has also contributed to poverty alle-
viation by providing opportunities in agribusiness 
and income generation for local people, including 
51 entrepreneurs operating Agrobazaars. 

To promote Malaysian products in domestic and 
international markets, FAMA undertakes many 
activities in collaboration with other government 
and private agencies, including the exploration of 
new export markets and international promotion 
opportunities. It should also participate in the 
Malaysia International Halal Showcase, to help 
establish Malaysia as a hub for Halal food products.

sWOT analysis   
Table 8 presents a summary of a SWOT analysis of 
FAMA.   

Strengths: As a government agency formed by 
Act of Parliament, FAMA has the support of the 
Government of Malaysia in the implementation 
of agribusiness development programmes to ben-
efit the country. This legal foundation is FAMA’s 
key strength. In addition, FAMA does not depend 
on international funding or grants, so has no 
obligations to repay loans, and the existence of 
FAMACO strengthens FAMA further by operat-
ing as a private business. Other sources of strength 
are FAMA’s networking with other government 
agencies and departments; and the establishment 
of TEMAN, the e-agrobazaar, contract farming, 
entrepreneurship development, the FAMA Train-
ing Institute and SDVI. Since its establishment, 
FAMA has accumulated vast experience of agri-
business development. 

Weaknesses: Interagency and interdepartmental 
collaboration enhances the development of agri-
business, but also gives rise to conflict over which 
entity deserves the credit for project implementa-
tion. This conflict is caused by the division of func-
tions among agencies and departments within the 
MOA. For example, DOA is responsible for raw 
materials production, while FAMA is in charge of 
post-harvest activities, so farmers’ success can be 
claimed by either DOA or FAMA. This situation 
can affect staff’s commitment to specific projects or 
programmes. Another shortcoming is that FAMA 
has not succeeded in penetrating the supply chains 
for commodities that are controlled by powerful 
intermediaries, so it has not been a successful mar-
ket intermediary. 

FAMACO is another strength with weakness-
es, because its operation is not yet fully privatized, 
and it still operates under the social obligation of 
enhancing agribusiness development along the 
supply chain of small farmers and entrepreneurs. 

FAMA’s price monitoring and early warning 
system is unable to stabilize the prices of some 
commodities during festival seasons. Price control 
mechanisms have to be initiated by the Ministry of 
Consumer Affairs before prices in the market can 
be stabilized; the supply and demand paradigm of 
equilibrium is not applicable in most cases. 

Opportunities: As an agency of the MOA, FAMA 
has numerous opportunities to enhance and devel-
op agribusiness. Its linkages and networking with 
international and local agribusiness communities 
can provide a platform to help the development 
of Malaysian agro-entrepreneurs. The Training 
Institute at Port Dickson and the distribution 
centres provide facilities for clients not only to 
develop and market their products but also to 
increase their knowledge of marketing activities. 
Encouraging farmers and agro-entrepreneurs to 
market their products through the distribution 
centres could therefore lead to further product 
quality improvements. 

FAMA works closely with JAKIM, an agency 
responsible for the Halal certification of food 
products. Halal certification provides an excellent 
opportunity for the marketing of local products 
in Organization of Islamic Cooperation (OIC) 
countries. 

Contract farming is one of the best opportu-
nities for developing the agribusiness sector and 
strengthening business activities in Malaysia. 
Contact farming bridges the gap between farms 
and retail outlets, especially at the supermarket 
and hypermarket level. FAMA builds systematic 
linkages between farmers and retailers to enhance 
the market penetration of farmers. 

FAMA has State Headquarters offices in all 
the districts and most of the towns in each state. 
State Headquarters understand the needs of agro-
entrepreneurs in their areas so can design appro-
priate agribusiness development activities. FAMA 
collaborates with specialized institutions (univer-
sities and research institutes) on market research, 
from the perspective of consumers or produc-
ers/agro-entrepreneurs. This research enhances 
FAMA’s knowledge and helps to identify the 
needs and wants of its clients and the market. The 
results are used to guide policy-making and pro-
gramme planning. 
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Threats: One of FAMA’s greatest threats is its 
dependence on government budget allocations. 
Sometimes it does not receive the budget it request-
ed, which jeopardizes its plans.

FAMA’s Olemas and Agromas brands are not 
well known among consumers, who seem to find 
the established brands of similar products more 
acceptable. This makes market competition a chal-
lenge and increases the costs of market penetration. 

Contract farming poses the threat of inconsistent 
supplies from producers, preventing FAMA from 
establishing long-term contracts with hypermar-
kets and supermarkets for the supply of fruits and 
vegetables and leading to loss of confidence among 
hypermarkets and supermarkets. No penalties are 
imposed on farmers who are unable to fulfil the 
stipulations of their memoranda of understand-
ing with FAMA. Contract farming also faces the 
threats that affect all of agriculture: market risk and 
physical risk. Price fluctuations can distort markets, 
while climate change disrupts production, and some 
SMEs’ projects will fail. Other agencies or clients 
may blame FAMA for this failure. 

3.6 INsTITuTIONAl COMPARATIvE 
ADvANTAgEs

As no single agency or department in the MOA has 
a full mandate for developing Malaysia’s agribusi-
ness sector, collaboration among departments and 

TABLE 8
sWOT analysis of FAMA  

strengths Weaknesses

 � It has government support (by an Act of Parliament).

 � FAMACO strengthens its agribusiness project 
implementation and development

 � It uses the social business concept to market its 
products, so it does not seek large profits or incur 
large losses. This technique facilitates its balance 
of supply and demand between consumers and 
producers

 � It has experienced and innovative staff.

 � It provides a variety of services for producers.   

 � Division of functions among MOA agencies and departments 
creates confusion over which should take the credit for project 
implementation

 � FAMA cannot penetrate the supply chains for commodities that are 
controlled by certain intermediaries

 � Production issues are handled by another organization 

 � It lacks the support it needs from other organizations

 � FAMACO still operates as a government body with social obligations, 
rather than as a private business

 � FAMA is unable to stabilize the market fully in terms of supply and 
demand and prices

Opportunities Threats

 � There are markets for the products it handles

 � Contract farming bridges the gap between 
producers and retailers

 � All the products/produce it handles are recognized 
as Halal by JAKIM

 � It has the potential to export products to OIC 
countries 

 � Its relationship with supermarkets might be jeopardized by contract 
farmers’ inability to fulfil their contracts

 � Its brands for SMEs’ products face strong competition from famous 
brands and long-established private companies 

 � The agribusiness risk is continually increasing because of high 
production costs, price fluctuations and climate change

 � It is totally dependent on government funding for all its planned 
projects and programmes 

Source: Author’s elaboration using information from KIIs.

agencies of the MOA and with other ministries is 
essential.   

Nevertheless, the MOA has the main respon-
sibility for developing the agribusiness sector in 
the country, and established FAMA to guide this 
development in close collaboration with DOA 
and FOA. Each of these MOA entities has its own 
comparative advantages based on its functions, 
objectives, human resources and financial sup-
port. The DOA is in charge of the production side 
of the agribusiness sector and the supply of raw 
materials to downstream activities. Collaboration 
between DOA and FAMA is very important in 
deciding what farmers should produce and when. 
FOA focuses on developing farmers’ capacities. 
FAMA is responsible for the processing and mar-
keting side of agribusiness development, and its 
infrastructure, financial aid and human capital give 
it a comparative advantage in coordinating and 
leading the development of agribusiness. 

For technical issues, FAMA, DOA and FOA 
are closely linked to MARDI, the R&D wing of 
the MOA. New technologies for agriculture, food 
and agribusiness are transferred to farmers via 
DOA, FOA and FAMA. R&D supports agribusi-
ness development by enhancing the use of more 
efficient technologies suitable for local areas, the 
environment and the available resources, making 
agribusiness more robust and up to date. The Agri-
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cultural University of Malaysia also collaborates 
with the MOA in developing new technologies 
for agriculture and agribusiness and disseminating 
new knowledge to clients. 

FAMA has significant capacity in marketing 
and trade, and can conduct training in agribusiness, 
transfer technologies, and guide farmers and agro-
entrepreneurs towards achievement of their own 
goals. FAMA’s networks, especially for trading and 
marketing, give it a comparative advantage in find-
ing new outlets for its clients’ products. Its market 

outlook data and e-marketing initiatives facilitate 
FAMA’s agribusiness development activities.

FAMA has comparative advantages among 
departments and agencies within the MOA, and 
its mandate complements those of other public 
bodies. Coordinating the different agribusiness 
development functions of these MOA entities 
is challenging, but agribusiness development in 
Malaysia is currently performing well. Although 
agribusiness’s contribution to GDP remains small, 
its value added is steadily increasing. 
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4.1 INsTITuTIONAl  
DEvElOPMENT PATh 

FAMA has made significant efforts to enhance and 
develop the agribusiness system in Malaysia and is 
directly or indirectly involved in all stages of the 
agribusiness chain, from the input level to the final 
consumer. Collaboration with other MOA agen-
cies, other ministries and the private sector has 
assisted FAMA in conducting its activities. 

Nevertheless, Malaysia is still a net importer of 
food products. The food balance of trade (BOT) 
increases every year and has been negative for 
several decades, rising from RM -573.9 million5 in 
1970 to approximately RM -10.9 billion in 2010. 
The increase could be due to the increasing popu-
lation and slow growth in food production, with 
Malaysian farmers unable to keep pace with rising 
demand. This situation could jeopardize FAMA’s 
development of the SME food processing industry 
and its entrepreneurship programme, especially for 
enterprises that use local raw materials. Although 
imports are unavoidable, Malaysia should not 
become overdependent on other countries for its 
raw materials; agro-industry development could 
be hampered if shortages of raw materials become 
persistent in the future. Issues such as globalization, 
food security and food safety, environmental deg-
radation and conservation, sustainable agriculture 
and the green movement make it risky for the Gov-
ernment of Malaysia to depend heavily on other 
countries for raw materials. 

FAMA’s promotional efforts can be considered 
successful as there is encouraging demand for 
Malaysian Halal products from OIC countries, 
as well as from the EU and Japan. However, non-
tariff barriers in importing countries could hinder 
Malaysian exports. FAMA and its collaborators 
have all the necessary mechanisms for ensuring 
that products are Halal and wholesome, including 
raw materials, fresh produce (vegetables, fruits etc.) 
and manufactured or processed products (tapioca 
chips, soy sauce, biscuits, etc.). However, the most 

5 RM 1 = approximately US$0.3 (June 2013).

pressing issue is the need for consistent supplies, 
especially for the export market.  

4.2 PRIORITy AREAs  
FOR CAPACITy BuIlDINg  

The agribusiness sector involves the whole supply 
and value chains for agricultural produce, so FAMA 
needs to provide a wide range of capacity building for 
agribusiness development. Based on the analysis of 
FAMA’s services, existing capacities, performance and 
SWOTs, the following are priority areas for capacity 
building.

Market intelligence
FAMA’s Supply and Demand Virtual information 
(SDVI matching system does not perform as effi-
ciently as planned, so FAMA is unable to stabilize 
market prices effectively. SDVI requires operators 
who are skilled in interpreting satellite maps and 
forecasting supplies of agricultural commodities. 
This information allows the setting of market prices; 
a wrong signal given to the market can lead to a mis-
match between supply and demand, causing price 
instability. Training in this area is therefore crucial 
for precision forecasting of the supply and demand 
of specific commodities. 

Contract farming and supply and value chain 
development
Contract farming seems to be one of FAMA’s 
strengths in enhancing the agribusiness supply and 
value chain for its clients. These contractual agree-
ments should be carefully examined, and the moni-
toring of activities along supply and value chains 
needs to be enhanced. The negotiation skills of 
FAMA’s staff should be improved, and value-added 
activities at the farm level should be encouraged so 
that clients (farmers) can obtain higher prices for 
their products. The establishment of TEMAN was 
intended to help clients add value to their product, 
but if FAMA is unable to negotiate adequately on 
behalf of its clients (i.e. the farmers) these benefits 
will be lost. It is therefore important to have staff 
with expertise in contract negotiation and to per-
suade clients to comply with the quality and other 
standards required by the market. 

Chapter 4

Capacity development priorities
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Business development skills
The staff of FAMACO should be trained in entre-
preneurial skills so that FAMACO can operate as 
a private business. To develop their business skills, 
staff need direct experience of agribusiness and 
agro-industry rather than operating as ordinary 
government officers. 

Agro-industry product development: 
branding and promotion 
FAMA has done much to promote products and cre-
ate new brands, but it lacks a strong research team. 
Researchers with expertise in consumer behaviour are 
very important in determining the needs and wants 
of final consumers, such as appropriate packaging 
and acceptable prices. There is need to carry out 
research into the factors that influence consumers’ 
intentions and purchasing behaviour and to give the 
right signals to the supply chain about what is being 
demanded. FAMA should also develop a research 
team to study multicultural needs and wants, to guide 
product development and promotion.  

Monitoring and project appraisal 
The monitoring and appraisal of programmes 
and projects are very important in measuring 
performance over a given period. Human capital 
development should therefore include cultivating 
the characteristics and applying the procedures 
for performing tasks in an innovative and effi-
cient way to ensure compliance with standards 
and to acquire accreditation. FAMA has obtained 
accreditation under International Organization 
for Standardization (ISO) MS ISO 9001:2008 to 
upgrade the quality of its services. So far, it has 
selected three divisions to undergo ISO proce-
dures and certification: the Rengit Food Process-
ing Centre; ii) the FAMA Training Institute and; 
iii) the Market Information Division. As there is 
a lack of monitoring of most FAMA programmes, 
it is recommended that FAMA implements the 
ISO procedures to obtain MS ISO 9001:2008 
accreditation for all its activities. Such certifica-
tion provides assurance that the quality of ser-
vices will be enhanced as necessary.
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Coordination
Within the MOA, eight agencies and three depart-
ments carry out agricultural and agribusiness 
development. As the functions and objectives of 
these agencies and departments, and even of other 
ministries, may overlap, FAMA coordinates all the 
farmers, processors, manufacturers and distributors 
involved in agribusiness development activities. The 
MOA has to coordinate and streamline the func-
tions and roles of its agencies and departments so 
that none of them are working in a silo. 

Institutional strengths
Within the MOA, FAMA’s mission, functions and 
activities cover the full spectrum of agribusiness and 
entrepreneurship development in Malaysia. Strong 
leadership has enhanced this role. The most impor-
tant players in implementing FAMA’s activities and 
programmes are its offices at the state level; FAMA 
has a huge workforce to implement its agribusiness 
programmes. The government should therefore give 
FAMA more authority to coordinate and implement 
agribusiness development in Malaysia.

services 
One of the most important services provided by 
FAMA is business and agro-entrepreneurship 
development at both the downstream and upstream 
levels. For downstream activities, FAMA provides 
market facilities, including farmers’ markets (retail), 
TEMAN (wholesale) and collection centres, as well 
as services for linking farmers to the retail market, 
such as via supermarkets and hypermarkets. FAMA 
also provides its clients with market intelligence 
through reports on the supply and demand situation 
and prices at different levels of the marketing chain. 

For upstream activities, FAMA is involved in the 
development of agro-based SMEs, providing servic-
es such as product development, and ensuring that 
SMEs meet quality and other standards, particularly 
for exports. FAMA also provides SMEs with link-
ages to international markets. 

Promotion
FAMA promotes Malaysian agroproducts in more 
than ten countries, including through working vis-

its, seminars, workshops, conferences and meet-
ings. Promotion activities are conducted in con-
junction with the MITI. This collaboration is one 
of FAMA’s strengths in providing services to not 
only farmers but also the manufacturers of agro-
products. Feedback from along the agribusiness 
system can lead to enhanced processing and pack-
aging of products, making them more competitive 
in the world market. The farmers’ markets are a 
huge success for FAMA in promoting the produc-
tion of farmers and SMEs domestically. FAMA 
can be considered the core agency for coordinat-
ing the agribusiness supply and value chains in 
Malaysia, including the flow of information from 
consumers to producers.

Training and capacity development for agro-
entrepreneurs  
FAMA conducts training activities for its staff and 
for potential agro-entrepreneurs. Such training 
is essential to the development of SMEs in intro-
ducing them to new approaches and innovative 
techniques that they can use in their businesses. 
Training programmes include accounting, pricing, 
grading, sales skills, and packaging, quality assur-
ance, promotion and display that maintain the 
freshness of food products. These FAMA initia-
tives have enhanced agribusiness development in 
Malaysia. 

This success provides an opportunity for the 
Malaysian government to give FAMA more author-
ity in the development of agribusiness. The govern-
ment should invest more in FAMA to live up to the 
MOA’s motto of “Agriculture is Business”. 

Agro-entrepreneurs at the production level  
One of the biggest challenges facing agribusiness 
development in Malaysia is the lack of entrepre-
neurs who are willing to get involved in the pro-
duction sector. The government should provide 
incentives and grants to new graduates to encour-
age them to enter agriculture. New technologies 
and techniques need to be developed to stimulate 
people’s interest in becoming involved in agricul-
ture. The transformation of agriculture and agro-
industry into modern, dynamic and competitive 

Chapter 5

Key findings
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sectors is therefore crucial if Malaysia is to become 
a major world food exporter with the agriculture 
sector as its engine of growth.

Agro-entrepreneurs as market traders
FAMA has been in existence since 1957, acting as 
an intermediary in the supply and value chains of 
the agribusiness system. FAMACO was estab-
lished to accelerate the development of agribusi-
ness in Malaysia, especially at the wholesale level 
and – in some instances – the processing level. 
It is time for FAMA to pass on the operation of 
FAMACO to agro-entrepreneurs who are willing 
to venture into trading activities, leaving FAMA 
to focus on its original function in enhancing agri-
business development.

strengthening FAMA capacity
As agribusiness development involves the whole 
supply and value chains for agricultural produce, 
FAMA needs more capacity building in the areas 
of market intelligence and R&D, to improve its 
roles and functions. Currently, FAMA is unable to 
provide precise market outlooks, which are crucial 
to farmers. Greater use of GIS technology would 
lead to better forecasts of the supply and produc-
tion of agricultural produce. R&D is needed to 
improve the understanding of consumer behav-
iour, enhance product development and promote 
SMEs’ products in very competitive markets. 
Multinational companies with established and 
well-known brands and reputations are particu-
larly strong competitors. 
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Annex 1

The evolution of Malaysia’s  
agrifood systems 

Agribusiness has a wide definition and encompasses the whole value and supply chains for agricultural 
production, from input suppliers (e.g., of seeds, agrochemicals and farm machinery), food producers 
(e.g., farmers, fishers and livestock breeders), processors and manufacturers, distributors (involving 
logistics and transportation), wholesalers, storage operators and retailers, to the final consumer. The 
agribusiness system transforms and adds value to raw food materials, making them useful products with 
the right form, place, timing and price for consumers. 

The agribusiness system can therefore be divided into three main sectors: i) inputs; ii) production; and 
iii) processing, manufacturing and distribution (Figure 2).

The input sector of the agribusiness system provides farmers with everything they need to increase 
their agricultural productivity, such as agricultural chemicals, pesticides, insecticides, feed, farm machin-
ery, labour, livestock or poultry, seeds and water. The production sector includes farmers (e.g., of fruits, 
vegetables or row crops), ranchers (e.g., of cattle or sheep), nurseries (e.g., of flowers or ornamental 
plants) and fisheries (e.g., marine fishing or aquaculture fish farms). The processing, manufacturing and 
distribution sector includes fish handlers, food processors (e.g., grain millers, bakers and confectioners), 
food distributors, food retailers (e.g., supermarkets and convenience stores) and food service establish-
ments (e.g., restaurants). Equipment for processing agricultural raw materials includes machinery, tools, 
storage facilities, cooling technology and spare parts. Various services such as financing, marketing 
and distribution, transportation, storage, information and communications technology, packaging and 

FIgURE 2
The agribusiness system  

Input price Changing attitude
of consumers

Demographic factors
Economic factors
Health consciousness 

Input production Production Marketing and
distribution

Consumers

Logistics

Information

Marketing structure
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package design also play important roles in improving the marketing of agricultural produce to final 
consumers. Consumers play a role through their changing tastes and preferences, and their more affluent 
life styles. Climate change, concerns about the environment, food safety and health have also changed 
the agribusiness system by requiring additional services for stakeholders.

There are mainly two groups of agricultural industry in Malaysia: industrial crops and food prod-
ucts (Table 9). The industrial sector consists of oil-palm, rubber, cocoa and forestry products and is a 
vital source of raw materials for resource-based industries. It serves mainly the export market and is 
an important revenue earner for the country. Agro-industry is expected to contribute substantially to 
national value added, as more raw materials are processed into finished products for export. To comple-
ment domestic supply and meet the increasing demand from downstream industries, strategic sourcing 
is undertaken through offshore investments. Currently, one of the largest offshore investments is in 
oil-palm plantations in Indonesia.

The food product group consists of rice, fruits and vegetables, livestock and fishery products, and 
serves the domestic market primarily, but not exclusively. The crop production structure is mainly in 
small and medium-sized production units or smallholdings. The poultry industry (both broiler and layer) 
is well developed and operates on a commercial scale, with exports of some products. The Government 
of Malaysia is interested in developing the ruminant sector as part of its import substitution and food 
security policy. Agriculture and agribusiness is therefore showing signs of consolidation to larger-scale 
operations that are increasingly commercialized. (NAP3). 

Although Malaysia has achieved economic growth and has a well-developed manufacturing sector, the 
importance of the agribusiness and agriculture sectors has not declined. Major cash crops play an impor-
tant role in the agribusiness sector, including primary agricultural export products such as rubber, palm 
oil, cocoa, pineapples and peppers. In the food and feed processing industry, grain processing occupies 
the leading position, such as in the manufacturing of biscuits. However, the country’s food crop and 
food production is lagging, with a negative BOT on food items (Table 10). In July 2011 alone, Malaysia 
imported RM 2 780.1 million of food items and exported RM 1 760.2 million, leaving a deficit of RM  
1 019.9 million.  This situation has stimulated the government to examine agribusiness and agro-industry 
and design policies that could enhance their development.

In 2009, the agriculture sector contributed 27.6 percent of Malaysia’s trade surplus, with total exports 
of US$26.3 billion and total imports of US$16.4 billion, or 15.71 percent of the country’s total exports 
in value, and 12.47 percent of its imports. The trade surplus of the agriculture sector was 34.31 percent 
lower than in 2008. However, food products recorded a deficit trade balance of US$3.6 billion, an 
increase of 8.37 percent compared with US$3 billion in 2008. Table 11 shows the BOTs for agricultural 

TABLE 9 
Malaysian agriculture 

Industrial crops Food crops

Rubber Paddy

Palm oil Vegetables

Cocoa Fruits 

Sawn logs Ruminant livestock (e.g., beef, mutton, dairy)

Tobacco Poultry

Pineapples Eggs

Kernels Swine

Peppers

Fisheries

Marine

Aquaculture

Source: Government of Malaysia, 2010.
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TABLE 10 
Food sector imports, exports and BOT, 2006 to 2011 (million RM) 

Period Imports Exports BOT (exports – imports)

2006 19 967.9 11 481.5 -8 486.4

2007 23 415.9 13 850.5 -9 565.4

2008 27 969.3 17 861.7 -10 107.6

2009 26 732.1 15 791.0 -10 941.1

2010 30 252.8 18 168.0 -12 084.8

2011, January 2 600.4 1 636.6 -963.8

2011, February 2 008.0 1 298.5 -709.5

2011, March 2 434.8 1 707.2 -727.6

2011, April 2 632.1 1 686.6 -945.5

2011, May 2 364.7 1 684.7 -680.0

2011, June 2 632.1 1 729.8 -902.3

2011, July 2 780.1 1 760.2 -1 019.9

Source: Department of Statistics, September 2011.

TABLE 11 
BOT for agricultural commodities, 2009 

Description value (us$’000)

Exports Imports BOT

Malaysian trade total 159 567 589 125 434 628 34 132 962

Agriculture sector total 25 065 034 15 643 772 9 421 262

Agriculture’s contribution to total trade (%) 15.71 12.47 0

Total food products 4 534 013 7 697 173 -3 163 161

livestock 480 724 945 893 -465 170

Live animals 151 743 58 019 93 724

Meat and meat preparations 68 817 436 660 -367 843

Dairy products and birds’ eggs 260 164 451 215 -191 050

Fisheries 634 785 663 822 -29 037

Fish, crustaceans, molluscs and preparations 634 785 663 822 -29 037

Crops 2 066 868 4 101 078 -2 034 211

Cereals and cereal preparations 384 523 1 176 073 -791 549

Vegetables 182 713 654 189 -471 476

Fruits 150 003 358 202 -208 198

Sugar, sugar preparations and honey 158 503 712 468 -553 966

Coffee, cocoa, tea, spices and products 1 191 125 1 200 147 -9 022

Others 1 351 636 1 986 379 -634 744

Livestock feed 203 492 1 271 664 -1 068 172

Other food products and preparations 1 148 143 714 715 433 429

Source: MOA data, 2009.
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commodities in 2009. Those recording the highest deficits were crops with US$2.0 billion, followed by 
other commodities with US$0.67 billion, and livestock and livestock products with US$0.48 billion.

According to the Tenth Malaysia Plan (2011–2015), the highest-value agricultural products are birds’ 
nests, aquaculture products, seaweed, sago, ornamental fish, herbs and spices, organic fruits and vegeta-
bles, mushrooms and floriculture products, which together contribute about 1 percent of GDP. There 
is growing demand for these high-value products, which provide opportunities for farmers to increase 
their income. However, shortages of suitable land and financing, lack of skilled workers, the uneconomic 
scale of operations, inadequate support services, lack of R&D, and weak links to the market hinder the 
development of these industries. Through agencies such as FAMA the government is increasing its efforts 
to develop them.
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Annex 2

history of the Ministry of Agriculture  
and Agro-Based Industry, Malaysia  

In 1951, the “member system” was introduced to Malaysia, which was then called “Malaya”. Under this 
system, government departments were combined into “portfolios”. The Agriculture and Forestry Portfolio 
included drains and irrigation, agriculture, forestry, veterinary services, wildlife and fisheries.

In 1954, the Agriculture and Forestry Portfolio was replaced by the Natural Resources Portfolio, which 
included agriculture, land surveying, drains and irrigation, minerals, forestry, geology, fisheries, land and 
wildlife. After the 1955 election, the member system was replaced by the ministerial system. The changes 
made included formation of the Agriculture, Forestry and Veterinary Service, which subsequently became 
the Ministry of Agriculture.

In 1956, the Departments of Drains and Irrigation and of Corporation Development were incorporated 
into the MOA. In 1957, the ministry changed its name to the Ministry of Agriculture and Corporation, which 
was responsible for agriculture, forestry, veterinary services, fisheries, drains and irrigation, corporation 
development, society development and the restoration of special constables.

In 1964, responsibility for forestry was transferred to the Ministry of Land and Mining. In 1969, the Ministry 
of Agriculture and Corporation was responsible for agriculture, veterinary services, fisheries, drains and irrigation, 
corporation development, the restoration of special constables and food technology, as well as FAMA and MARDI.

In 1970, the ministry changed its name again, to the Ministry of Agriculture and Land, with responsibility 
for agriculture, veterinary services, fisheries, drains and irrigation, the geological survey of Malaysia, FAMA, 
MARDI, surveying, metals and mining, land, FELCRA, aborigine affairs, and forestry.

In 1971, the Department of Topography and Wildlife was incorporated into the Ministry of Agriculture 
and Land, while FELCRA was moved to the MRRD. In 1972, the MOA’s name was changed to the Ministry 
of Agriculture and Fishery, which was accountable for agriculture, veterinary services, fisheries, drains and 
irrigation, FAMA, MARDI, food technology, and the Agriculture Bank of Malaysia.

In 1973, the Department of Wildlife, the Fisheries Department of Malaysia (LKIM) and Muda Agricultural 
Development Authority (MADA) joined the MOA, which changed its name to the Ministry of Agriculture 
and Rural Development in 1974. The ministry retained its existing departments and added the Livestock 
Development Authority of Malaysia, which was moved from the MRRD. In 1975, Kemubu Agricultural 
Development Authority (KADA), Malaysia Corporation College, FOA, and the Integrated Agricultural 
Development Programme (IADP) were added to the MOA.

In 1978, the ministry’s name was changed to the Ministry of Agriculture, with four departments and seven 
technical and professional agencies: DOA, DOF, Department of Veterinary Services, Department of Drains 
and Irrigation, FOA, LKIM,  Agrobank, MARDI, FAMA, MADA, and KADA. 

In 1980, additional agencies were added: the Association of Southeast Asian Nations (ASEAN) Plant 
Quarantine Centre, and the National Paddy Authority.

In 2009, the MOA was renamed the Ministry of Agriculture and Agro-Based Industry, and the Depart-
ment of Drains and Irrigation and the National Hydraulic Research Institute of Malaysia were assigned to 
the Ministry of Natural Resources and Environment.

The vision of the MOA is to be at the forefront of agricultural transformation. Its mission is to:
 � transform agriculture and agro-industry into modern, dynamic and competitive sectors;
 � position Malaysia as a major world food exporter;
 � develop the agriculture sector as the country’s engine of growth.

The objective of MOA is to spearhead the transformation process within the agriculture sector via a 
planned, integrated and holistic approach based on an organizational collaborative effort in both intel-
lectual and physical engagement towards realization of NAP 3. The functions of MOA are to:
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 � legislate, plan and implement agricultural development programmes, policies and strategies;
 � evaluate, coordinate and ensure the implementation of agrifood and agricultural development projects 
and programmes;

 � conduct R&D and innovation that enhance the productivity and competitiveness of the agrifood sector;
 � promote international and local investment in the agrifood sector;
 � establish and operate an effective and efficient agrifood market chain.

Although there is no specific agribusiness unit within the MOA, the ministry has eight agencies with 
roles in agribusiness and agro-industry: MARDI, FAMA, LKIM, FOA, Agrobank, MADA, KADA 
and MPIB. The agencies most closely involved in the development of agribusiness and agro-industry are 
DOA, FAMA and FOA.
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Annex 3

FAMA organizational structure  
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Annex 4

FAMA’s performance in enhancing 
agribusiness development   

TABLE 12 
Projects 

 group/FAMA

2008 (us$) 2007 (us$)

Land Lots Industry Bandar Baru Salak Tinggi Sepang, Selangor 414 620 388 708

Land Site Terminal Makanan Negara (TEMAN), Kelantan- (complete) 4 794 828 4 460 880 

TEMAN, east Ipoh, Perak (complete) 1 033 360 398 843

Permanent Farmers’ Market (Mukim Gerisik, Daerah Muar), Johor (not 
complete)

- 906 735

Permanent Farmers’ Market (Gua Cempedak, Yan), Kedah (not 
complete)

1 505 422 700 473

Complex Cold Room FAMA Kangar, Perlis (complete) - 491 679

Collection Centre Ladang Maran, Pahang (complete) - 26 096

Distribution Centre Pulau Kambing, Terengganu (not complete) 953 653 158 309

KPL Mukim Lubuk Semerah, Johor 1 350 015 263 570

Farmers’ Market (CPC) Bagan Datoh, Perak (not complete) - 42 351

Equipment, office machinery and electronics - 3 541

Complex Cold Room Ipoh, Perak (complete) 9 472 -

KPL Kota Kinabalu, Sabah 321 638 -

Permanent Farmers’ Market, Puchong Selangor (complete) 130 821 -

Total 10 511 109 7 841 186

Source: FAMA, 2008.

TABLE 13 
Investments in subsidiaries 

2008 (us$) 2007 (us$)

Investment in subsidiaries – at cost 5 100 753 3 365 554

Impairment provisions of the original shares in subsidiaries -2 660 160 -1 699 717

Total 2 440 594 1 665 837

On 31 December 2008, institution agreed to increase the subsidiary capital by US$1.32 million.

Source: FAMA, 2008.
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TABLE 14 
Investments of FAMACO 

 group

2008 (us$) 2007 (us$)

(a) Unit trust 45 326 45 326

 Investment – at cost -35 014 -30 116

 Minus: provision for diminution in value 10 312 15 210

 Market value

(b) Unlisted shares

 Investment – at cost 41 548 38 952

 Minus: provision for diminution in value – –

 Market value 41 548 38 952

 Total market value 51 860 54 161

FAMACO has invested in the unit trust, listed and unlisted shares on Bursa Malaysia. The investment of US$41 281.4 was made by FAMACO 
in the Konsortium Pasar Borong Sdn. Bhd. (which is not listed on the Bursa Malaysia) at 13.75 percent equity.

Source: FAMA, 2008.

TABLE 15 
short-term investments 

 group/FAMA

2008 (us$) 2007 (us$)

Cost investment in Al-Mudharabah 604 340 566 572

Minus: impairment -435 964 -317 315

168 376 249 257

Market value 168 376 249 257

Source: FAMA, 2008.

TABLE 16 
Farmers’ market account 

 group/FAMA

2008 (us$) 2007 (us$)

Balance at 1 January 1 945 678 1 263 023

Income 2 113 719 1 281 680

4 059 397 1 978 132

Expenditure -1 687 021 -720 620

Balance at 31 December 2 372 376 1 824 084

Servicing of farmers’ markets involves the collection of revenues, such as monthly fees and sales of tables and umbrellas.

Source: FAMA, 2008.
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TABLE 17 
Income

group FAMA

2008 us$ 2007 us$ 2008 us$ 2007 us$

Government grant 40 943 857.63 38 272 466 40 943 858 38 272 466

Geran Tertunda Dilunaskan 2 393 563.81 3 493 716 2 393 564 3 493 716

Sales 18 752 854.22 16 500 547 15 277 038 13 236 123

Hire/services 471 876.53 440 901 471 877 440 901

62 562 152.19 58 707 629 59 086 336 55 726 492

Management account 25 564 215.65 18 814 355 25 564 216 18 814 355

Development account 17 773 205.79 22 951 827 17 773 206 22 951 827

Business account 19 224 730.75 16 941 448 15 748 914 13 677 024

62 562 152.19 58 707 629 59 086 336 55 443 206

Source: FAMA, 2008.

TABLE 18 
Expenditure

group FAMA

2008 us$ 2007 us$ 2008 us$ 2007 us$

Management account 25 754 943 20 240 188 25 754 943 20 240 188

Development account 9 293 821 21 831 407 9 293 821 21 831 407

Business account 18 690 706 14 839 832 18 690 706 14 839 832

Subsidiary 3 501 841 3 308 050 - -

54 521 780 60 219 477 53 739 470 56 911 427

Source: FAMA, 2008.

TABLE 19 
special funds

groups FAMA

2008 us$ 2007 us$

Pagoh Special Project 178 444 167 292

Southern Sebrang Prai Utara Special Programme 441 050 442 983

Jeli Special Programme 29 957 31 132

Sik Special Programme - 3 309

Tasek Gelugor Parliament Programme - 42 493

Shah Alam Parliament Programme - 4 940

Petaling Jaya Parliament Programme - 14 164

Bagan Parliament Programme - 12 181

Hulu Terengganu Parliament Programme 12 087 11 331

Padang Besar Parliament Programme 1 209 1 133

Hulu Langat Parliament Programme - 1 416
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TABLE 19 (continued) 
special funds

groups FAMA

2008 us$ 2007 us$

Sik Perliment Programme – 7 649

Besut Perliment Programme 1 511 1 416

Serdang Parliament Programme – 14 278

Bandar Kuching Parliament Programme 16 226 22 699

Kuantan Parliament Programme – 1 416

MOA Inc. – 61 514

MOA Parliament 15 739 41 416

Ministry of Infrastructure – 537 669

Commercial Community and Bumiputra Industrial Community Financing Scheme 68 900 9 853

SPKR -4 507 7 748

Wang Ehsan 244 043 499 156

Malaysian Agriculture, Horticulture and Agritourism Exhibition 179 419 869 598

NATC 32 071 3 108

GULFOOD -5 027 19 525

E-IAT 167 955 80 401

Socio-economic study of farmers’ market 5 994 11 366

Green Earth Campaign 333 813 435 156

Agro-BDC Exhibition Royal Flora Ratcaphruek, Thailand 2006 21 238 19 911

BDC advertising Agro-Industry & Entrepreneur Development, Tani Sik 4 124 43 574

Food Trade Exhibition and Beverage International – 2 001

Satol Special Programme 3 474 955 –

Sabah Parliament Programme 1 858 –

Alor Gajah Parliament Programme 3 022 –

Training in contract farming, livestock and fisheries 2 430 –

Infrastructure for contract farming, livestock 83 –

Agritourism Upgrade Project 3 572 –

IMT-GT Exhibition and Trade Fair, Phuket Thailand 5 439 –

Dubai Int. Seafood Exposition 4 325 –

PPP Marketing Incentives and Domestic and International Investment (AMIM) 652 762 –

Farmers’ market, return deposit money JKR 66 446 –

5 959 139 3 421 779

Source: FAMA, 2008.
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Annex 5

Agro-Based Industry Division  

INsTITuTIONAl MOTIvATION
The Agro-Based Industry Division is under the Ministry of Agriculture and Agro-Based Industry (MOA) of 
Malaysia. Its main driver is General-Secretary Dato’ Che Mohd Hashim bin Abdullah. The division provides 
added value to agricultural food and non-food products through processing to create finished products that are 
ready for marketing.

The division’s vision is to develop competitive agro-industries.

INsTITuTIONAl PROFIlE
The division’s mission is to:

 � develop agro-industry through policies and strategies that emphasize product and entrepreneur 
development and increase trade; 

 � facilitate the development of a modern, competitive and sustainable agrifood industry;
 � facilitate the development of a community of agriculture-based entrepreneurs who are able to 
spearhead the commercialization of the smallholder sector.

The Agro-Based Industry Division plays an important role in agriculture. Meat, fruits, chips, etc. are 
all under its control. For example, the division has recently started a birds’ nest project, for which it has 
developed a plan; the project is managed by Assistant Secretary En. Daud bin Hasan. 

The division focuses on the manufacture of agriculture-based products. It plans projects and programmes 
and passes the plans on to other agencies or ministries for implementation. The implementing agency or 
ministry then holds consultations, provides infrastructure and purchases equipment for the programme’s 
target farmers or producers. For example, a village that produces coconut products has received a collection 
centre and a coconut processing centre. 

OBjECTIvEs
 � To develop and expand processing and value addition activities for agrifood products. 
 � To enhance product quality to penetrate international markets and global networks.
 � To increase the incomes of entrepreneurs, farmers, livestock producers and fishers.
 � To provide support services such as training, marketing, financing and the use of technology.

FuNCTIONs 
There is a difference between the functions of the division as they appear in documents, and the func-
tions that the division is able to carry out in practice. The following are the functions according to the 
division’s documents:

 � Plan, implement, coordinate and evaluate agro-industry programmes to build entrepreneurs’ agro-industry 
capacity and produce products that are of high quality and that meet the standards of good manufacturing 
practice, hazard analysis and critical control points (HACCP) and Halal certification.

 � Plan and coordinate technical support to agro-entrepreneurs, the Ministry of Women and Family 
Development and individuals in the areas of technology development, product development, business 
development, marketing and account management.

 � Plan, track and coordinate training needs in areas related to food technology, entrepreneurship, business 
management and the marketing of food and herbal products.

 � Plan and conduct training programmes for the Entrepreneur Guidance Centre and the State Aprantis 
Centre.

 � Plan and implement sales promotions and marketing services for agro-entrepreneurs’ products in domestic 
and export markets.
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 � Plan and implement agroproduct development through product testing, sensory testing, quality control, 
quality standards, labelling and packaging.

 � Plan, coordinate and monitor the implementation of development projects, particularly the development 
of agro-industry processing workshops and equipment.

 � Plan and formulate policies for agro-based SMEs.
 � Develop agro-industry entrepreneurs.
 � Coordinate support services such as promotion, marketing, financing, human resources development, 
infrastructure and technology for the development of agro-industry.

 � Ensure that the interests of stakeholders and clients are served through efficient services throughout the 
period specified.

 � Supervise the projects implemented by departments or agencies from time to time.

In reality, however, many farmers and producers are unaware that the Agro-Based Industry Division has a 
strategy to help agribusiness. The MOA is therefore implementing a project with the aim of making producers 
and consumers aware of the assistance that farmers can obtain from the agency and the ministry. Under this 
programme, each agency will have its own booth where it can promote its products and services for producers 
and farmers. The Agro-Based Industry Division focuses on poor farmers, whose names it obtains from the 
heads of villages. 

INsTITuTIONAl ENvIRONMENT 
Strategies: The division’s strategy for agribusiness and agro-industry development is to:

 � support the food production industry in increasing local food production; 
 � develop agricultural entrepreneurs in the smallholder sector as a means of commercializing smallholder 
agriculture;

 � increase rural farm incomes to a level at least above the poverty line;
 � support sustained growth of the agriculture sector for increased economic growth;
 � develop skilled and knowledgeable human resources in the agriculture sector;
 � promote the adoption of quality assurance schemes for agricultural production.

Policy and socio-economic environment: Legislation pertaining to agriculture and agro-industries regu-
lates activities in key areas, such as livestock, fisheries and food processing. Legislation for the agriculture 
sector encompasses all aspects of the production and business cycle. These laws govern activities ranging 
from planting to the marketing of produce:

 � Pesticide Act 1974; 
 � Plant Quarantine Act 1976; 
 � Food Act 1983 and Food Regulations; 
 � Federal Agricultural Marketing Authority Act (FAMA) 1965; 
 � Custom Order (Prohibition of Export) 1988; 
 � Convention on International Trade in Endangered Species of Wild Fauna and Flora (CITES).

The division focuses on NAP, which is revised every five to ten years, and monitors its own performance. If 
progress is slow, the division finds ways of improving it immediately. The division’s main stakeholders are 
the people it serves. 

The main approaches to developing agro-industry are:
 � increasing earnings through the Diversification and Added Income for Farmers, Breeders and Fishers 
Programme;

 � nurture new agro-entrepreneurs, who will be further enhanced through specific ministry or departmental 
projects;

 � develop agro-entrepreneurs through the One District One Industry Programme.

INsTITuTIONAl CAPACITy 
Human resources: The Agro-Based Industry Division has 21 staff members and is divided into four 
sections: 

i. Development Section: En. Daud bin Hasan is in charge of this section.
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ii. iPolicy Section: This section handles promotion activities for all agricultural products.
iii. Institution Section.
iv. KPI Section: This recently established section is directly under the General-Secretary. 

Strategic leadership and strategic planning: At monthly department meetings, the division’s management 
presents the General-Secretary with a progress report on administration, finance, farmers’ incomes, promo-
tions and specific projects. The division also holds committee meetings to monitor progress across the min-
istry, with staff in charge of programmes reporting on progress in their respective agencies or departments. 

Other core resources: Most of the division’s budget comes from DOA, DOF and the Department of 
Veterinary Services. Budget for marketing activities comes mainly from FAMA, which is involved mostly 
in promotion and specific MOA programmes. 

INTER-INsTITuTIONAl lINKAgEs 
The Agro-Based Industry Division works with the MITI, Karnival Usahawan Desa (KUD), the MRRD, 
MARDI, MATRADE and FAMA to implement programmes and projects. For example, product pro-
motion is done through FAMA. When products are over schedule, FAMA helps to find markets for them 
or works with MARDI to process them into sauces, jams, etc. to avoid losses for the producers. FAMA 
also holds workshops on labelling, packaging, etc. for the producers of chips or bahulu cake. 

DOA, the Department of Veterinary Services and DOF implement projects. For example, in Kelantan, 
the rearing of kampong chicken project is under the Department of Veterinary Services, and the dragon 
fruits project is under DOA, which provide training courses for farmers.

INsTITuTIONAl sERvICEs  
The division’s main clients are farmers, particularly in rural areas. Most of these farmers’ produce is 
for domestic markets, but there is a growing focus on exports. The following are the programmes and 
services provided by the division.

Entrepreneur training and technical development programme (human capital)
 � Technical courses on processing are implemented by MARDI, DOA, DOF, FAMA, FOA, KADA, 
and MPIB.

 � Certification workshops, such as on good manufacturing practice, Halal and HACCP, are implemented 
by MARDI.

 � Small-scale business management, including financing, marketing, production and personnel, is 
implemented by FAMA and Agrobank.

 � Demonstrations and product processing courses are implemented by DOA, DOF and MARDI.
 � Demonstrations of machinery applications are implemented by DOA, DOF and MARDI.
 � Incubator or entrepreneur guidance centres or fostering schemes are implemented by DOA, DOF, 
MARDI and MPIB.

Infrastructure and equipment upgrade
 � Equipment and machinery is provided by DOA, DOF and the Department of Veterinary Services.
 � Designs and arrangement of premises are implemented by MARDI.
 � Workshops and premise upgrades are implemented by DOE, DOF and the Department of Veterinary 
Services.

 � Permanent retail spaces and marketing infrastructure are provided by FAMA.

Quality and certification
 � Workshops on good hygiene practice, good management practice, veterinary health mark, Halal and 
HACCP certification are implemented by DOA, DOF, the Department of Veterinary Services and 
MARDI.

 � Consultation, advisory services and encouragement for achieving certification are provided by DOA, 
DOF, the Department of Veterinary Services and MARDI.

 � Premises are supervised by DOA, DOF, the Department of Veterinary Services and MARDI.
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Branding
 � The vendor management programme and brand support are implemented by FAMA.
 � Brand design and packaging are implemented by FAMA and MARDI.

Product R&D
 � Support services and development of processing technology, such as shelf-life, product quality and new 
product processing technology, and product analysis are implemented by MARDI.

 � Processing machinery is designed by MARDI.
 � Development, test runs and the new production processing flow system are implemented by MARDI.
 � Technology innovation and commercialization are implemented by MARDI.

Financing
 � Loan schemes up to RM 5 million are implemented by Agrobank.
 � Income enhancement programme grants up to RM 20 000 are implemented by DOA, DOF and the 
Department of Veterinary Services.

Marketing and promotion of agricultural and agroproducts are important aspects of expanding agro-
industry: 

 � Preparation, packaging and product labelling are implemented by FAMA.
 � Local and international agro-industry product trade exhibitions are organized by FAMA.
 � Business matching is implemented by FAMA. 
 � New market penetration (local and international) is implemented by FAMA.
 � Marketing services are provided by FAMA.
 � E-trade, such as Agrobazaars and SDVI, is implemented by DOA and FAMA.





The agrifood system is changing rapidly in response to agricultural moderni-
zation and shifting consumer and societal demands for safer, better-quality 
and more convenient food. This new scenario coexists with more traditional 
types of family and subsistence farming. 

This changing environment places increased pressure on Ministries of 
Agriculture (MOAs) in developing countries to engage in agribusiness and 
agro-industry development. For this reason, over the past decade, many 
MOAs have established agribusiness units with technical, policy and coordi-
nation functions. To perform well, these units should be given clear manda-
tes and sufficient financial resources and qualified staff familiar with current 
agribusiness developments, such as value chain programmes, climate-smart 
agriculture, contract farming and public–private partnerships. However, this 
ideal scenario rarely occurs. A change in the mind-set of MOA staff is requi-
red to move beyond the traditional focus on production towards a more 
holistic, farm-to-fork approach that includes post-production issues; and 
this might prove to be quite a challenge.

To shed light on the role, performance and empowerment of these agri-
business units, FAO conducted a scoping survey of 71 countries and in-depth 
analyses of 21 case studies from Africa, Asia and Latin America. The primary 
objective was to draw lessons that can provide guidance to member coun-
tries on how to establish and operate well-performing agribusiness units. 
The outcome is presented in this series of country case studies, which con-
tribute to enriching knowledge and sharing information on institutional 
responses for enhancing the public commitment to inclusive agribusiness 
and agro-industrial growth and job creation.

PUBLIC SECTOR SUPPORT
FOR INCLUSIVE 
AGRIBUSINESS 

DEVELOPMENT

An appraisal of institutional 
models in Malaysia

Food and Agriculture Organization of the United Nations (FAO)
Viale delle Terme di Caracalla, 00153 Rome, Italy
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