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Logi stic industry needs to be nore conpetitive

M chel | e Shear es

THE advent of multi-nodal logistics and just-in-time inventory nethods has
made it inmportant to focus on the entire logistics chain, said Encik

M rzan Mahat hir, group executive chairman of Konsortium Perkapal an Bhd.

"Any inefficiency in the transportation industry increases the cost of
doi ng business in Ml aysia. These cost factors affect the financial
position and conpetitiveness of conpanies.

"Manufacturers will incur a higher cost of production, which in turn
wi || have an adverse inpact on the country's conpetitiveness in the export
mar ket ," he told a sem nar on the "Qutl ook and Chal | enges for the
Mal aysi an Logi stics Industry in the New M I | enniunt recently.

Mrzan said the transportation sector in Malaysia, as in nmany devel opi ng
countries, has devel oped in a haphazard manner.

He said nost of the players in the transport industry, such as freight
forwarders, container hauliers, warehouse operators, ports and
conventional truckers, are specialists in their ow fields and operate
with mnimal |inkage to the other conponents in the |ogistics chain.

"This lack of co-ordination and control has led to inefficiency in the
journey to make a particular product and to deliver it to its markets."

Mrzan said this situation is worsened by the econonm ¢ downturn, which
has forced conpetition and an over-capacity that will put further pricing
pressure on an al ready depressed market. Such a situation could force out
smal | er industry pl ayers.

"Due to their limted size and operating capacities, the single and
i ndi vi dual owner-operators or snall- and nmedi um si zed conpani es are unabl e
to take advantage of econonies of scale.

"These operators also find it hard to re-invest due to low returns,” he
sai d.

Anot her problemcontributing to inefficiency is poor co-ordination of
cargo transportati on and duplication of routes and services offered by
operators.

"Trucks which run on less than full |oad or even enpty on return trips
have wasted scarce resources |like capital, equi pnent and manpower."

Turning to global trends, Mrzan said nergers, acquisitions and the
formati on of strategic alliances are on the rise.

"Conpani es are nerging into larger entities to take advantage of the
econom es of scale and to extend their market coverage because the val ue
of a logistics conpany invariably lies in the market coverage of its
net wor k. "

He said these consolidations are expected to result in significant cost
savings in terms of human resources, capital expenditure and
adm ni strative functions.

He added that a greater nunber of conpanies are al so outsourcing the
| ogi stics component of their operations to third party specialists who can
do the job nore cost-effectively.

Thr ough outsourcing, he said, conpanies are focused on their area of
speciality while optimsing scarce resources, which is good on the
conmpany's bottomli ne.

Mrzan al so outlined the chall enges faced by the logistics industry in
Mal aysia in the next m |l ennium

Among them are ensuring that the |logistics industry supports the
nation's econom ¢ grow h and enhances its gl obal conpetitiveness,



nurturing and supporting Ml aysi an-owned and operated | ogi stics conpani es
so that they can conpete with the best in the world, and ensuring that the
| ogi stics industry adheres to global environnental and safety standards in
order to raise the quality of life of Ml aysi ans.

Mrzan said the |logistics industry must inprove the novenent of
inventory that is held by manufacturers, whol esalers and retail ers such
that their overall holding costs go down.

"Inventory is a large itemon the bal ance sheet of npbst conpanies. I|f
the logistics industry is able to nove this inventory faster, the benefits
to the nation are multi-fold,"” he said.

M rzan said the industry can further inprove the utilisation of
infrastructure built to nove goods.

The industry nmust work towards nmaxi m sing the use of hi ghways, airports,
ports and rail infrastructure as they are the major users of these
facilities.

The third chal l enge, he added, is for the industry to devel op without
conproni si ng environnental and safety standards.

"Current transportation |aws, regulations and policies nust be revi ened
and revanped to take into account the devel opments in the | ogistics
i ndustry."

"For exanple, for containerisation, axle load, third party |ogistics and
i mprovenents in vehicle quality are sone of the devel opnents that are not
bei ng addressed properly by existing | aws, policies and regulations," he
sai d.

On the outl ook for the logistics industry, Mrzan said there is a need
to re-engineer the local industry to be nore conpetitive.

"Local conpani es need to be nore sophisticated to be on par with the
best in the world," he said.
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