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In for the I ong haul ?

Bhupi nder Si ngh
ALTHOUGH it has been a year since liberalisation began for the |oca
haul age i ndustry, nore needs to be done.

The Federation of Ml aysi an Manufacturers (FMVM), the representative of
t he manufacturing sector, perceives the haul age situation as
“frustratingly slowin inproving' since 50 new licences were issued in
late 1999 to compl enent the existing five.

"The government hasn't provided us with adequate i nformati on on the new
hauliers. | don't know howto get in touch with sonme of themas | don't
have their tel ephone or fax nunbers,' says Manuel AP Gomez, chairnman of
FMM s Logi stics Committee.

In a survey by the federation, a majority of respondents - consisting of
shi ppers, exporters and inporters - were not aware of the new hauliers
operational status as they had not been informed or approached by them

Gonez says sone of the new |icencees do not appear to have the ability
or capacity to purchase required equi pnent to be operational. " Apparently,
|icences were given to sone conpani es which were newto the |ogistics
busi ness.'

The Entrepreneur Devel opnent M nistry awarded the new |icences to a
m xed group. They included freight forwarders, depot operators and
transporters that had been in the business for sone tinme, and newconers
like Trenergy (M Bhd, an oil-and-gas services-rel ated conpany.

The devel opnent and aggressive pronotion by the government of ports in
the country have been the catalyst to the issuance of the 50 new haulier
Iicences. The ports handled a total of five nmillion TEUs (20-foot
equi val ent units) |ast year

Effi ciency and productivity is the key to a successful port but this was
somet hi ng that becane obvious to the port authorities and governnment only
after years of conplaints by manufacturers and | ogi stics conpani es.

Presi dent of the Association of Forwardi ng Agents of Port Kl ang, Datuk
Jason Goh, says, “In the past, when you tal ked about |ogistics, you only
heard the bad things such as congestion at ports or slow custons cl earance
- nore than seven days - because the | ogistics-chain providers were not
systematic. Peopl e needed cargo out fast. Hauliers are the key players in
the |l ogistics chain that includes shipping agents, warehouses and depots,
term nal operators and custonms. During festivals, the ports were janmed.
Every party bl anmed the other for the problem

"A solution had to be found,' adds Goh. "W, together with the Port
Aut hority and M nistry of Transport, |aunched Operasi Cekap involving the
| ogi stics-chain providers. We found that the nunber of hauliers was
insufficient. W submitted a nenorandumto the government on the pressing
need for nore licences and it duly issued nore.'

The haulier business had up till then been an oligopolistic cartel of
five leading firms - Kontena Nasional Bhd, M SC Haul age Services Sdn Bhd,
Konsortium Logi stik Bhd (formerly Konsortium Perkapal an Bhd), Di perdana
Cor poration Bhd (fornmerly Shapadu) and Mul tinodal Freight Transportation
Sdn Bhd.

The Big Five fornmed the Contai ner Hauliers Association of Ml aysia
(CHAM to monitor the inland container haul age busi ness and advi se the
gover nnent .

In 1995, the then Entrepreneur Devel opnent M nister Datuk Mistapha
Mohaned, asked by industry participants to deregulate the industry and



i ssue licences to smaller operators, had said, "There are five operators
and we consider that to be sufficient'. Though the governnent realised
that there was a shortage of capacity in the container haul age i ndustry
brought about by strong growh in exports and inports, it favoured

i ncreasing efficiency by way of the Big Five buying up the snaller
operators.

Prime Mnister Datuk Seri Dr Mahathir Mhamad too had called for a
consolidation of the industry as it was then not neeting the country's
haul age needs.

Fi ve years down the road, the governnment has made a conpl ete about-turn
and liberalised the industry, allow ng smaller hauliers to operate.

Current Mnister Datuk Seri Nazri Abdul Aziz says the governnment wants the
haul age i ndustry to neet the demands of the growi ng containerised trade.

CHAM was not avail able for conmment but it is believed the association is
pl anning to neet the governnment to discuss issues relating to the
i ndustry.

The new haulier |icences have limtations on geographi cal coverage and
nunber of prime novers and trailers allowed. New |icencees can own between
10 and 50 prinme novers (trucks) and 70 to 350 trailers (seven trailers for
every one prinme nover). Sone licences even |limt the prinme nover-trailer
ratio to 1:3 or 4. CHAM nenbers had a total of 2,212 prinme nmovers and
11,318 trailers at the beginning of |ast year. The governnent generally
want s t he nunber of such equi pnent to be apportioned on a 60:40 ratio
respectively between CHAM and non- CHAM nenbers.

The FMM says the limtations would restrict the choice of hauliers
avail able to shippers and render ineffective the governnent's goal to
i ncrease efficiency and reduce costs.

Has increased conpetition led to | ower haul age rates? Unfortunately, no.
The governnent determines the rates and a check with CHAM shows that the
authorities have not changed them On the other hand, CHAM nenbers in
Penang, Perak and Kuantan have increased rates by 45 per cent. CHAM says
the rise is within that all owed by the government as the previous rate was
subsi di sed by the CHAM haul i ers. The FMM woul d have preferred an increase
of not nore than 10 per cent under the current situation.

How are manuf acturers expected to benefit fromthe Iiberalisation
exerci se?

One way woul d be to inprove service, which Goh says has inproved at the
ports. There were no problenms of jans during festive periods and peak
mont hs, though at | east one port authority is reported to have space
probl ens for hauliers, |leading to del ays.

What will happen to the market share for containers with the entry of
new players? Wth the 60:40 rati o equi prent ownership plan, CHAM may | ose
out to the newconers but not imediately.

For now, non- CHAM nenbers have taken about 10 per cent share of the
boxes but an anal yst at a | ocal brokerage says conpetitionis slowy
i ntensifying. However, CHAM nmenbers will be able to sleep easy for the
nmonment as only about 12 new hauliers have started operations and the
conditions set out in their licences put a constraint on their capability.

S Mani maran, director of Tinuran Permai Hol di ngs Sdn Bhd, one of the new
| i cencees, says his conmpany has yet to begin operations as it is arranging
for financing to buy equipnent. In the neantine, it is still hauling enpty
boxes for repairs and repainting, as in the old days.

The haul age busi ness requires big noney with a new prime nover costing
some RMR50, 000- RMBOO, 000, while the trail er costs between RWO, 000-

RMB0O, 000 each

A 10-prinme nover 70-trailer licence would need an i nvestnent of at |east

RVb million and this does not include other fixed and vari abl e costs.



Prospects for the haul age busi ness are good. Contai nerised
transportati on has been growi ng at above 20 per cent per year over the
past few years. Goh believes the expected increase in container business
wi I | keep everyone contented.

"The governnent is committed to i nproving the haul age i ndustry by
bringing in main line operators that could see 5-6 mllion boxes by 2004.
Al this will benefit |ogistics operators. There will be enough busi ness
for everybody,' says CGoh

“Smal | er hauliers can survive by servicing two or three big clients.
Clients will also |look at quality of service. CHAM nenbers have better
cash flows, manpower, equi pnment and offer credit terns, which nmean they
can service the big clients that snmaller hauliers can't.

The new hauliers are likely to pinch some of the dissatisfied smaller
clients from CHAM nenbers but the expected increase in total box vol une
shoul d keep the big players fromflexing their nuscles for now, adds Goh

Sone of the new hauliers, neanwhile, have a major problemto contend
with - reconditioned vehicles which they had purchased in the belief that
the | ast Budget had renoved duties on haul age trucks. The governnent,

t hough, says the benefit was for new trucks only.

"They have applied for exenption and a few applications have been
rejected. We are not clear about the ruling and are asking the gover nnent
to provide guidelines. The exenption should have been given for both types
of vehicles. W are newconers constrai ned by tight budgets and need hel p,'
expl ai ns Goh.

The new hauliers are given a year to start operations or have their
haul i er |icence w t hdrawn.

Al in all, manufacturers wel cone liberalisation of the haul age
i ndustry. The full benefits are expected to filter through the econony in
due tine. For now, there are calls to limt further issuance of haul age
licences to avoi d unheal thy conpetition.
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