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Prot on out-sources parts supply |l ogistics

Davi d Ong- Yeoh

PROTON Bhd has outsourced the logistics of its conmponent supply chainin a
contract with a subsidiary of Konsortium Perkapal an Bhd as part of a | ong
termstrategy to reduce costs and i nprove efficiency.

The national car manufacturer yesterday signed an agreenment with KP Asia
Auto Logi stics Sdn Bhd (KPAAL) estimated to be worth some RMB million a
year for the handling and delivery of conpletely knocked down parts for
final production.

Anong t he reasons KPAAL was sel ected, said Proton CEO Tengku Dat uk
Mahal eel Tengku Ariff, was its ability to match Proton's expansion and the
proximty of its dedi cated warehouse to the Shah Al am pl ant.

Under the service agreenent, KPAAL will facilitate the receiving,
storing and delivering of inported and | ocally manufactured CKD parts at
its central stagi ng warehouse plant 3kmaway from Proton's Shah Al am
pl ant.

I nventory handling accounts for about 8 per cent of Proton's operating
costs and 100 workers and KPAAL's | abour costs are al so about 20 per cent
| ower .

Fitted with the | atest managenent system the 180,000 sq ft warehouse
can store 12,000 units of car parts at any one tine.

At its peak, Proton used to buy some R4 billion worth of parts a year,
but that has since dropped follow ng the weak car nmarket in Ml aysia.

KPAAL chairman M rzan Mahat hir said the warehouse managenment system wil |
enabl e a nore customi sed | ogistics solution since it parallels Proton's
producti on schedul e.

KPAAL wi |l undertake the unstuffing of parts, storing of packages,
tracking and retrieving cases from break bul king, sorting the parts and
pl acing themin standard packagi ng, and delivering the parts to the work
stati ons where production takes pl ace.

Wth KPAAL's services, Proton expects to reduce its just-in-tine
delivery practice fromeight hours of storage prior to production to four
hours.

"This nove al so represents Proton's strategy to concentrate on its core
busi ness activities of product design, engineering, manufacturing and
mar keting by contracting out a non-core activity to a logistics
speci al i st.

"Qur task in the forthcom ng years has changed drastically, so we
started | ooking at the process," said Mahal eel at the signing cerenony in
Shah Al am

The agreenment will also free up space at the plant, which Mhal eel said
will be used for a new stanping |ine and devel opnent of new nodel s.

Meanwhi | e, production of Proton cars now exceeds 5,000 units a nonth and
sales in the past two nonths - pushed by denmand for the |swara nodel -
have increased by 20 per cent, said Mhal eel.

Low demand had pushed production down to 5,000 units a nonth froma peak
of 20,000 units a nonth.

Mahal eel al so sai d bookings in Proton's export nmarkets have picked up in
anticipation of trimchanges for nodel s next spring.

"Wth the newtrins, orders are way above our expectations."
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