Case Study: Internationalization of a local
brand “Pekatan” Seafood Cracker

Introduction

Seri Pekatan Sendirian Berhad (Private Limited) is a producer of seafood crackers under the brand
name “Pekatan”. The company began as a home-based family business in the 80’s in the water
village of Brunei Darussalam and became a popular brand among the local community. It was only in
the late 90’s when the Government of Brunei Darussalam, through the Department of Fisheries,
Ministry of Industry and Primary Resources, helped the company to commercialize the local brand to
expand its market nationwide.

In 2003, the company built its factory in the land leased to them by the Brunei Government at the
Lambak Kanan Industrial Area. It is the only seafood cracker factory in Brunei Darussalam with
complete facilities from production to packaging. Financial assistance under the SME Financing
Scheme was extended to the company to help acquire the new machineries. With semi-automated
machines, the company has increased its production tremendously from an estimated 250
kilograms/month manual production to an average of 3,000 kilograms/month. The factory has an
increased capacity to produce more.

The ‘Pekatan’ brand is known nationwide and has become a favourite snack food among the locals.
The product line varieties ranging from prawn, fish, squid and mussel have been accepted by the
local customers. The new product line of cooked seafood crackers packed in aluminum packaging
and sold for BS1/pack have become popular among young people in Brunei Darussalam.

Having successfully penetrated the local market in a decade, the ‘Pekatan’ brand is looking at
opportunities being offered by the ‘Halal’ global market valued at USS2.1 trillion annually.

Background of the Case
Economic Outlook

Brunei Darussalam is the smallest country in the ASEAN region with a young population of around
400,000 where 54% are aged between 20-54. Its wealthy economy has been dominated by the oil
and gas industry for the past 80 years. The hydrocarbon resources account for over 90% of its export
making the country as the 4™ largest oil producer in South East Asia and the 9" largest exporter of
liguefied natural gas in the world. The economy grows at a slow and steady rate with an average
inflation rate of 1.5% for the past 20 years.

Ruled in absolute monarchy, Brunei Darussalam has been politically stable and the people enjoy a
high quality of life with a per capita income of B$40,700 — the second highest in the ASEAN region.
There is no personal income tax, education and healthcare are free and most of the government
utilities are subsidized such as housing, electricity, water and oil. However, Brunei Darussalam
imports around 80% of its food requirements with government subsidy on rice, sugar and milk.



The Gross Domestic Product of Brunei for 2008 was B$16.8 Billion. In 2010, Oil and Gas contributed
62% to the total GDP of while Government Services accounted 24.3% and the Private Sector
accounted 13.7%.

Brunei Vision 2035

The Government of Brunei Darussalam is aware of the future concern over depleting natural
resources and the over reliance on oil and gas. Thus, plans in diversifying the economy beyond oil
and gas and stimulating growth in the private sector have been clearly defined in its Vision 2035 on
local business development whereby the strategy will seek ‘to enhance opportunities for local small
and medium sized enterprises (SMEs) as well as enable Brunei Malays to achieve leadership in
business and industry by developing greater competitive strength.’

SMEs in Brunei Darussalam

The Small and Medium Enterprises (SMEs) in Brunei Darussalam dominate the private business
industry with averaging 98% of the total business sector. In 2009, there were a total of 8,935
registered business establishments in Brunei Darussalam wherein a total of 8,795 were active SMEs.
About 39% of the SMEs are in manufacturing and construction, 32% in the services sector and 23.5%
are in trading and wholesale activities while the rest are in primary production activities. (Please see
Exhibit 1 for additional information on Brunei’s SME Development Policies)

The Seafood Cracker Industry

There are four (4) commercial operators of seafood crackers with an additional 12 SMEs producing
the seafood crackers in a small-scale level. (Please see Exhibit 2 for information on the Seafood
Processing in Brunei Darussalam)

Among the 4 commercial producers, Seri Pekatan Sdn Bhd and Marimin Sdn Bhd are in close
competition based on their annual average production volume of around 20,000 kilograms although
both can produce more if demand is high. The other two commercial operators produce much lesser
than the two top players. (Please see Exhibit 3 for the company profile of Seri Pekatan Sdn Bhd)

Seri Pekatan and Marimin are the only companies who have established their factories in the
Government Light Industrial Area in early 2000. Seri Pekatan built its own factory on the land leased
by the Government located at the Light Industrial Area in Berakas while Marimin rented the existing
premises at the Government Light Industrial Area in Gadong for its production facilities only.
Marimin has rented another place outside the Industrial Area complex for the production of ready-
to-eat crackers and packing and distribution area.

The two other seafood crackers commercial operators namely Hj Mat Jali & Sons Enterprise and
Norasyraf Enterprise have built their own production facilities in a building within their residential
compound. These commercial operators are actually siblings and they are closely related to the
owners of Seri Pekatan and Marimin. These four commercial operators are the third generation of
famous dried prawn cracker makers in Kg Setia Pahlawan Lama, Water Village in the 50’s. The rest of
the 12 small-scale operators are home-based and distribute their own products.



Sales and Distribution

Seri Pekatan has outsourced the distribution of its products to a Distributor who has more
knowledge and experience in the various distribution channels in the country. Hj Mat Jali & Sons and
Norasyraf also outsourced their distribution to a Distributing Agent.

Marimin opted to handle its own product distribution by establishing its own Distribution Company
in partnership with an experienced Distributor so that it can control its distribution cost and at the
same time create new source of revenue from distributing other products of other SMEs.

Production Volume

Table 1 Total Number of Seafood Crackers Produced

Type of packaging 2010 2011 2012
Cracker 300g 45,143 25,637 25,694
Cracker 250g 19,494 30,286 16,169
Cracker 200g 8,375 10,882 8,146
Cracker 40g 6,837 7,428 6,231

Source: Seri Pekatan Sdn Bhd
Table 2 Value in Kilograms

Type of packaging | 2010 2011 2012
Cracker 300g 13,542 7,701 7,708
Cracker 250g 4,873 7,571 4,042
Cracker 200g 1,675 2,176 1,629
Cracker 40g 275 297 249

Total Kilograms 20,363 17,745 13,628

Source: Seri Pekatan Sdn Bhd
Financial Management

Table 3 Cash Flow (BS)

2009 2010 2011

Inflow

Total Turnover 389,526.10 390,887.14 451,007.20
Total Inflow 389,526.10 390,887.14 451,007.20
Less Outflow

Purchases 240,645.55 229,931.80 279,890.66
Salaries 36,644.00 36,990.00 34,284.00
Rental Land (BINA) 5,808.00 5,808.00 5,808.00
Bank Interest - - 24,000
Electric 8,900 9,240.00 9,700.00
Others 33,730.15 26,702.93 17,915.73
Total Outflow 325,727.70 308,672.73 371,597.89
Net Cash Flow 63,798.40 82,214.41 79,409.31

Source: Seri Pekatan Sdn Bhd



Marketing and Promotion

All the four commercial operators were given several opportunities by Brunei Government to
promote their products overseas through participation in regional and international exhibitions
under the SME development plan of Ministry of Industry and Primary Resources.

It is significant to note that the seafood cracker products especially the dried prawn crackers have
consistently received positive reviews from wholesalers and traders from various countries who
have tasted the products during exhibitions. However, the big volume demand from potential
importers cannot be met by the commercial operators.

In 2005, Seri Pekatan ventured into the export of its snack foods to China. A Chinese trader wanted
to distribute the products in China and negotiations on the desired packaging went through until the
required product volume was achieved. Somehow, the negotiation met some obstacles and
challenges and the cargo was never sent to China. The company incurred some loses but was able to
sell the products locally and recover some of the costs.

In 2007, Marimin was able to send one container of its products to United Arab Emirates. However,
there were some changes in the management of the company who ordered the products and
succeeding orders did not materialise.

Since then, Seri Pekatan and Marimin have not ventured into other export initiatives and simply
focused their business in sustaining their local market in Brunei Darussalam. Although, they still
meet some intermittent orders customers from either Sabah or Sarawak (East Malaysia).

Access to Financial Resources and Technical Assistance

The Brunei Government has a range of SME policies and incentive schemes available for SMEs in the
country. For the seafood cracker operators, financial and technical assistance have been extended to
help improve their business.

Regular visits are made by Government Technical Officers from Department of Fisheries to the
factory premises to provide advice on the improvement of the business in various aspects. The
operators are also given opportunities for capacity-building through trainings and seminars overseas
sponsored by the Brunei Government. The operators are also updated with new SME programs and
initiatives through forums and conferences organized by the Brunei Government.

Seri Pekatan has availed of the Brunei Government SME Financial Scheme that helped build the
factory and assisted the family-owned business in its transition from a home-based business to a
commercial producer that has successfully penetrated the local market in the country. The same can
be said about Marimin. For the two other commercial operators, they received technical assistance
and support from the Brunei Government. They invested in building their own small factory located
in their residential area.

Quality Control and Certification

Seri Pekatan follows the Good Manufacturing Practices (GMP), however, it still needs to work on
acquiring a certification on Hazard Analysis and Critical Control Points (HACCP) which is crucial in
export requirements. Both Seri Pekatan and Marimin have successfully achieved their “Halal’
certification in 2008 from the Ministry of Religious Affairs.



Brunei ‘Halal’ Brand

In 2004, the Brunei Halal Brand was initiated by the Islamic Religious Council, Ministry of Religious
Affairs, Ministry of Industry and Primary Resources and Ministry of Health.

Consequently, the Brunei Government established a company called Ghanim International Food
Corporation Sdn Bhd whose mission is to promote and market the halal products under the Brunei
Halal Brand. The products will range from food and beverage and expand to health, beauty and
pharmaceutical products in the future.

Seri Pekatan and Marimin are the two contenders for the Brunei Halal Brand that the Ghanim
International Food Corporation can market overseas in the niche ‘Halal’ market. However, parts of
the requirements are the HACCP Certification, GMP Certification and 1SO Certification which are
essential for export of food products.

Research and Development

Seri Pekatan and Marimin do not have a proper research team that will help develop further their
products for the international market. Brand Management is still not well entrenched since both the
‘Pekatan’ and ‘Marimin’ brands are known locally by Bruneians. There is so much potential for these
products to enter the export market since both have been a popular brand among expatriates
working in Brunei. The products are brought overseas as gifts and give-aways. The quality of the
product is highly competitive with seafood crackers of from Malaysia and Indonesia.

Product Packaging

In 2008, the Brunei Government launched its Packaging Incentive Scheme and both Seri Pekatan and
Marimin were given free 14,200 tubular canisters each (total of 28,400) for ready-to-eat crackers.
They also got a free semi-auto seamer machine for the tubular canisters. It was hoped that the two
companies can jump-start the tubular canister product line and they can continue the production
once the canisters are finished.

Manpower Resources

Seri Pekatan employs between 5 — 10 employees depending on production volume. Most of the
employees are foreign workers. Similarly, Marimin also has around 5 to 8 foreign workers for the
production line. Its distribution arm has a separate set of employees. Both of these companies are
headed by family members as General Manager.

For the two other commercial operator, they hire their family members to help out in the
production process.

Issue Analysis

Seri Pekatan has been successful in its transition from a home-based business to a fully
commercialized operation in the dried seafood crackers industry. It is now entering a new transition
phase of entering the regional and the global market specifically the niche ‘Halal’ global market
valued at USS2.1 trillion annually.

Questions:

1. How can the ‘Pekatan’ Seafood Crackers brand penetrate the ‘Halal’ International Market?
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2. What are the necessary steps to make the brand competitive with the rest of the players in

the region?
3. Discuss the available resources for SMEs being offered by the Brunei Government and plan

how Seri Pekatan Sendirian Berhad can further leverage on these resources to penetrate
the international market.



