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Econoni ¢ woes force many forwarding firms to merge

Franci s Fer nandez

AN | NCREASI NG nunber of conpani es i nvol ved in the forwardi ng busi ness are
being forced to nerge as a result of having to face thereality of the
current economi c environment.

For exanpl e, German based DanzasMal Sdn Bhd recently acquired Allied
Li nk Sdn Bhd as nore and nore freight forwarders realise that with the
dwi ndl i ng economic pie, the roomfor smaller players is [imted.

Associ ati on Forwardi ng Agents Port Klang' s (AFAPK) president Shansuddin
Abdul Rahman tol d Busi ness Tinmes, nore nergers and acqui sitions withinthe
i ndustry shoul d be expected in 1999.

"The i ndustry has been suffering this year, hence nmergi ng and bei ng
acquired by |l arger conpanies seens to be the only alternative left for
them™"

For this year, he said business has dropped due to a 20 per cent to 25
per cent drop in inports conpared with just five per cent to 10 per cent
i ncrease in exports.

"Next year we expect things to be slightly better with exports poised to
i ncrease by 15 per cent" Shansuddi n said, adding that the smaller players
inthe industry are likely to join forces and formconsortiuns to
saf equard their market share.

At the sane tinme, forwarding agents will continue to pronote the
nati onal agenda to i nprove the economy whi ch took a beating in the first
hal f of the year, he said.

Shansuddi n al so said that AFAPKis conmmitted to the recomendati ons of
t he National Economic Recovery Plan (NERP)'s policy of selling cost-

i nsurance-freight (CIF) and buying free-on-board (FOB).

He added that forwardi ng agents are willing to play their part to ensure
a censure of an outflowof ringgit fromMal aysia but this effort will also
requi re assi stance frommanufacturers and shi ppers alike.

Currently freight rates are charged i n green back, while 60 per cent of
products is inported on FOB terns while 70 per cent of goods is exported
on CIF ternmns.

Wth tines not being as rosy as before and the i ndustry faci ng many
chal | enges, Shamsuddi n said that AFAPKwi ||l continue to strive to | essen
t he burden of the industry players.

Anmong the i ssues that AFAPK i s taki ng head on are the bank guarantee and
servi ce tax i ssues which according to Shansuddi n was brought to the
attention of Prime Mnister Datuk Seri Dr Mahathir Mohamad at a recent
di al ogue wi th the shipping conmunity.

He sai d bank guarantees are currently needed for forwardi ng agents to
pay Custons and cl ear the goods, but this practice is burdensonme to them

Hence on the basis of their input tothe Prime Mnister, it is now being
studi ed by the various authorities, includingthe Associ ation of Banks in
Mal aysi a.

The associationis also calling for the abolition of the service tax of
five per cent inposed on forwarding agents to cl ear goods froml oca
ports.

The tax which is paid by custoners to the forwardi ng agents shoul d be
done away with since it is not being charged by ports outside Ml aysi a.

"Abolishing this tax will not only help forwardi ng agents but it will
al so help the country to establish Port Klang as a transhi pment point in
the region".
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