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KPM | ooks beyond t he shores of P. Klang to broaden market

Abdul Hal i m Harun
THERE i s a Northport, Southport and West port but why there i s no Eastport
at Port Kl ang?

This is one of the questions which | have been asked fromtine to time
fromnon-port or shipping guests. Port Kl ang shi ppi ng and port comunity
may want to | augh at the question as certainly no sea term nal can be
built towards the east, that is on dry |and!

| explained to themthat Port Kl ang termnals, for the very sinple
reason, are named accordingly to their geographical |ocations. The reason
| bring up this anecdote i s because of the physical space constraints that
we at Port Kl ang are facing.

For Klang Port Managenment Bhd (KPM whi ch nmanages and operates
facilities at both Northport and Sout hport, we cannot expand our wharves
beyond what we have today. Based on t he strong econonic growth and annual
doubl e digit cargo growth at Port Klang our current facilities may not be
abl e to neet the demand beyond 5 years from now

Strategically, we have started planning for the future several years
ago. Wth the Mal aysi an market offering very linmited scope for our future
busi ness devel opnent plans, we have laid plans for the future - by going
abr oad.

The Japanese, Americans, Europeans, Tai wanese and even Si ngapor eans have
had a head start over us but rather than being envious of them | see no
reason why a Mal aysi an port operating conpany |ike us coul d not enul ate
them Wth our Prime Mnister Datuk Seri Dr Mahat hir Mohamad opening t he
doors to many non-traditional markets, sone of which are never heard of,
we as busi ness concerns shoul d sei ze the opportunities to have a slice of
the foreign nmarket.

We cannot just look internally for our future but to take on the world
as it is becom ng borderl ess daily. W shoul d sei ze any good opportunities
that cone our way or find ourselves | agging far behind in the not so far
di stant future.

Apart fromtaking up a strategic investrment in the port operating
conmpani es/facilitiesinforeign countries, we have al so many experi enced,
capabl e and skilled staff who, although still Iacking international
exposure, can inpart their port managenent and operational skills to the
people in countries we invest or have joint-ventures. In this case, it is
a wn-win-win situation for us, our partners and the host country.

I have full confidence of ny staff and al so we want to show the world
that the "Mal aysi a Bol eh" i s not sonething we just shout about. For us, we
woul d prefer to choose the | ess devel op or devel opi ng nei ghbouri ng
countries whi ch we see having great potential inthe future. W believein
the spirit of hel ping thy nei ghbour whereby in the process we help
our sel ves too.

This is in the case of our Asean friend Canbodi a, where KPM nade in
presence two years ago in an inland port in PhnomPenh. | told ny
Canbodi an partner that if KPMdecides to i nvest in Canbodia we will be
fully commtted toit. Qur partner told ne that many seni or Canbodi an
officials | amented that many conpani es are known to nmake prom ses but fail
to put their words into action. | told ny partner to take ny word for it
that KPMdeci des to cone in, we nean busi ness. Wen t he opportunity cane,
after the viability and feasibility studies we nade up our mnd to cone
in. And that was how we started with MSE-KPM Co Ltd, an inland port



operating conpany i n Canbodi a, with Meng Srieng Express (MSE) of Canmbodi a
hol di ng a 60 per cent stake in the venture and KPMa 40 per cent share
hol di ng.

MSE i s an established transportation, freight forwardi ng and shi ppi ng
conmpany i n Canbodi a while KPMis one of the | argest private port operating
conmpany i n Ml aysi a.

Inthis joint venture, KPMprovides its expertise in port operations,
| ogi stics, warehousi ng and di stribution, marketing, information
t echnol ogy, accounting and fi nance and human r esour ce devel opnent. Under
the terns of the agreenment, KPMhas five years totrainthe locals in
managi ng the 7.5ha inland port facility, located on the outskirt of the
city.

Qur staff there headed by M Wong Pun Yoke, the chi ef executive officer
and general nanager of MSE-KPM has down a very good job. The record speaks
for itself. MBE-KPMstaff have worked very hard and this has enabled us to
capture a 85 per cent share of the inland port business in the country
withintwo years of operation even out performn ng sone established foreign
operators which started earlier than us.

The inland port offers custoners an alternative Customcl earance
facility with contai ner and war ehousi ng services for shippersas alinkto
Port Si hanoukville, the country's nmmin gateway. As npost of the forwarders
are |l ocated in PhnomPenh, travelling costs and tinme will be reduced if
Custons cl earance fornalities are done at the inland port conpared with
Si hanoukvi |l e, which is 250km away.

Many conpani es will factor the possibility of not maki ng any noney for
their newy set up ventures for at | east three or four years but for MSE-

KPM | amproud to say that after a small loss in our initial year of
operation, we nmade a small profit in the second year. |I have confidence
that we will inprove on our profits for the third year.

Wth Canbodia' s political stability nowand the entry of foreign
investors in the coming nmonths, this is one bet which KPMis unlikely to
| ose. Qur investnment in MSE-KPMis based on a strategic decision with the
I ong termplan of acquiring or managi ng a Canbodi an port in the long term
Wth one leg already in the Canbodi an | ogi stics business, it is natural
that our focus is also on the port. That is a natural extension of our
core busi ness, managi ng and operating a seaport. | amoptim stic that the
opportunity will present itself and we will certainly teamup with a
Canmbodi an partner to jointly bid for the project.

I n our Canbodian venture, it is our desire to hare our experience and
ultimately our success with other Mal aysian conpanies and inthis
direction, we have i nvited several Ml aysian conpani es such as KTM Bhd,
frei ght forwardi ng and shi ppi ng conpani es to extend their services to the
country or formbusiness alliances with MSE-KPM and the | ocal conpani es.

As | understand KTMB's freight services divisionis keen to push ahead
with the Trans Asia Rail link and is working towards teh reality of
railing containers fromCanbodi a to Mal aysi a via Thai |l and. That servi ce,
if it takes off will conplenent the |inited seaborne services for cargo
novenent s bet ween Canbodi a and Mal aysi a and especially to Port Kl ang
besi des pronoting i nternodal transportation w thin Asean.

Beyond Canbodi a, KPMis al so | ooki ng at opportunities in the Indian sub-
continent where it is widely known that we have thrown our bid with a
| ocal Indian partner Virinchi Consulting Co Ltd, for the privatization of
the Munbai Port. This is one way of telling foreign conpani es of KPM s
capabilities and experts i n managi ng and operating a port.

The key word here is not only other big foreign port operating conpani es
are capabl e of venturing into such projects but Ml aysi an conpani es |ike
KPMi s al so capabl e and equal | y conpetent if given the opportunity. KPM



dares to venture abroad and we hope to join the ranks of well known
foreign port operating conpani es |i ke P&, Hut chi son and PSA.

Munbai is not the only port we are | ooking at, there are al so ot her
maj or, minor and new I ndian ports which is of interest to us. Thus in the
event if we do not get Munbai, we still have the possibility of gaining a
foothold in the port sector of the sub-continent.

India offers the biggest opportunities interns of port privatization at
the noment. It is a known fact that nost of the Indian ports which have
obsol ete facilities and equi pnent are in need of funds to upgrade the
ports in order to meet the present and future needs of the country's
seaborne trade

KPM s expertise in port managenment i s not confined only to container
handl i ng as we can al so of fer our know how in the conventional cargo
sector having been in the business as a nulti-termnal operator since the
conpany t ook over the services fromthe port authority. KPMis ready to
expl ore the possibility of investing and managi ng any port on a j oi nt
venture with | ocal partners and we hope to spread its wi ngs afar to becone
a gl obal player in the future

While we are keen to establish a foothold in many parts of the world and
t hat we are open for di scussi ons on busi ness ventures, we have al so to be
prudent. W have on several occasi ons been approach by | ocal conpanies in
some countries to discuss the possibility of formng ajoint venture to
manage and operate a port in those parts of the world.

In sonme i nstances, after doing a feasibility study we found the cost of
i nvestnent too prohibitive and uncertainty of its returns. In sone
countries, after having successfully donethe feasibility and viability
studi es, nuch to our dismay, the so-called |ocal partners are only
interestedin collecting comm ssions and rentals without puttingin any
effort and funds in the proposed venture.

In any busi ness dealings, we believe that it nust be a win-win situation
and that it should benefit all parties concerned. In other instances, the
proposed projects just sinply cannot take-off as we do not see any
potential in themor the risk factor is too high. But we have al ways
adopt ed an open m nd and are open for di scussions with any interested
parties to hel p them manage their ports.

We may have to sone extent made our presence felt regionally today in
what we are doing but that should not stop us fromnoving ahead with
bi gger ambitions. The returns fromour foreign investnments nay be
insignificant today but inthe long termwe foresee that it wll
contribute substantially to the conpany's earni ngs.

As the Black American civil rights | eader Martin Luther King Jr says
...."I have a dreant and so have we, not only a dreambut a vision in
maki ng Northport a truly gl obal name and that all roads and mai n shi ppi ng
| anes lead to Northport, Port Klang and not to Rone.

The Editor wel cones feedback fromreaders via e-nail: btship@stp.comny
or fax 03 282 7600.
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