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Frei ght forwarders urged to formalliances

Fadzil Ghazali

BETTER business climate i n the next fewyears, coupled with gl obalisation
and trade liberalisationwi |l nake it inperative for frei ght forwarders
and airlines to consider strategic alliances.

Prime M nister Datuk Seri Dr Mahat hir Mohanad said, the air freight
i ndustry is expected to undergo trenendous changes as the pace of
gl obal i sation and |iberalisation accelerates in the next fewyears.

"Busi nesses that anticipate and adapt to these changes are expected to
do well in the newenvironnent," he sai d when opening the Air Freight Asia
2000 Conference at Seri Kenmbangan, Kual a Lunpur yest erday.

Dr Mahathir said in order to do business and to prosper in the 21st
century, freight forwarders and airlines will have to radically change the
way t hey conduct their businesses.

"Gone are the days when frei ght forwarders and airlines nmerely nove
cargo frompoint Ato B; instead, a conprehensive service package
i nvol vi ng the war ehousi ng and i nvent ory nanagenent of goods and door-to-
door delivery may be the normrather than the exception.

"I amtold that as businesses grow, the ability of airlines or freight
forwarders to of fer such services may be limted. The alternative is for
airlines and freight forwarders to seek strategic partners in the
transport and | ogi stic chains."

Dr Mahathir said this will pave the way for nmergers in the air freight
i ndustry which may include non-traditional players.

"G ven such a situation, it istinmely and rel evant for the Ml aysi an
freight community to work together to consolidate their resources and
operations. The Government believes that there are no | osers in such a
consol i dati on exerci se," he added.

Dr Mahathir said those who dare to nerge their businesses will only
stand to profit fromtheir foresight, while their custoners will enjoy
better rates and services.

He added t hat the Governnent believes that such nergers will boost the
i ndustry's conmpetitive edge in new narkets in the Asia Pacific and beyond.

At present, the shipping and road haul age conpani es are consol i dati ng
their resources and operations with full support of the Governnent.

Dr Mahat hir said the | ocal freight forwarders should not only foll ow
suit but also consider partnering with them to becore nulti-nodal
conmpani es or total logistic providers |linking surface, sea an air freight
busi ness.

He added that another significant devel opnent that may i npact the
industry is the mergers of cargo division of airlines.

Dr Mahathir said although this is arelatively newdevel oprment i nvol ving
a very limted nunber of airlines, the benefits of such tie-ups would
eventual |y encourage other airlines toenter intosimlar arrangenents.

The Prinme M nister added that he woul d not be surprised to see existing
airline partners of the two | eadi ng gl obal alliances pooling their
resources to conpete nore effectively with conpani es | i ke Federal Express
and United Parcel Service, which grewfromcourier conpanies to becone
pi oneers of integrated air freight services.

Dr Mahathir said the air freight industry is likely to wi tness even
greater conpetition betweentraditional airlines andthe integrators as
they transforminto total |ogistic service providers.
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