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Over haul i ng haul age

PCLI CI ES ai med at pronoting or fulfilling specific objectives can
sometinmes turn fuzzy, distorted or even lead to unintended results.
Reason: the inplementati on process ignores the intentions behind the
policy initiative. The decision |ast year by the Governnent to liberalise
the contai ner haul age industry is a case in point. The nove was | audabl e
but the result has been quite the opposite.

The t houghtl ess, or sone even say reckl ess, |icensing of 60 conpanies
with permits for about nore than 1,000 prinme novers and about 9, 000
trailers to conpete against five hauliers which had a conbi ned fl eet
totaling 2,700 prinme novers and 15,000 trailers has affected the viability
of the sector.

About 900 prine novers and about 6,000 trail ers have been put on the
road by the new hauliers - adding nore than 30 per cent capacity in the
mar ket , whi ch, since the second quarter of this year, has been faced with
a shrinking market in the |ight of the econom ¢ sl owdown. By the end of
the year, the total prine nover and trailer population is expected to
exceed 4,000 and 23, 000 respectively.

Not wi t hst andi ng the increased capacity, the demand for haul age services
is estimated to have declined by about 20 per cent, especially in the
Kl ang Val l ey which nakes up nore than half the market share. And as supply
exceeds demand, the container haul age rates have plunged to about 40 per
cent bel ow the pre-1997 crisis.

The dramatic surge in capacity is now hanging like a nmllstone round the
neck - the industry is now | ooking at askance for its survival in the
m dst of a rapidly weakeni ng market and declining yield fromthe haul age
of containers. Major hauliers |ike Kontena Nasional Bhd and M SC Haul age
Servi ces Sdn Bhd have | ost significant market shares while trucks of the
recently enlarged fleet of the nmerged Konsortium Logistik Sdn Bhd and
Di perdana Kontena Bhd are idling.

A nunber of the | eaner (and neaner) new haul age conpani es have eaten
into the markets of the larger and elderly hauliers as too nany trucks are
chasi ng around too few cargo

The market disequilibriumprecipitated by the |iberalisation could not
have cone at a worse tine, considering the fact that nergers and
acqui sitions have begun to characterise other industries to conbat the
competitive forces expected to be unl eashed by gl obalisation and free
mar ket access under free trade regines.

It is learnt that the Mnistry of Entrepreneur Devel opnent may undert ake
an assessnent of the industry. The study hopes to establish an equilibrium
in the market, including by revoking licences that were issued to
operators who are unable to find the noney or tine to start the haul age
servi ces.

Such a study, no doubt, ought to have been carried out at the outset of
the nove to liberalise the industry. At that tine, it was agreed that
limting the industry to only five players - Kontena Nasional, M SC
Haul age Services, Konsortium Logi stik, D perdana Kontena and Ml ti nbda
Frei ght Services Sdn Bhd - was not a good thing.

Even the Contai ner Hauliers Association of Malaysia (Cham, to which the
five hauliers belong, agreed that if five was too few the Governnent coul d
go ahead and |license a fewnore. Its chairman Mrzan Mahathir went on
record in supporting the nove to |icense sone nore hauliers but warned of



t he consequences of freely handing out |icences to companies which did not
have the financial and technical capability to operate. Certainly, no one
woul d have thought that the so-called liberalisation would | ead to 60 nore
conpani es!

Just why did the Mnistry of Entrepreneur Devel opment deci de to open the
fl ood-gates in such a hurry is anyone's guess. In an i ndustry where peaks
and troughs are conmon, it is necessary for the licensing regine to
carefully eval uate the opti num capacity needed in the industry and avoid
unfettered conpetition, even nore so in a shrinking narket.

The first sign of the msgiving in awardi ng such a | arge nunber of
Ii cences was evident when the M nister of Entrepreneur Devel opnent Dat uk
Seri Mhaned Nazri Aziz said in June this year that he would not hesitate
to withdraw I i cences fromconpanies that fail to utilise them (by Sept 1).
It is commobn know edge, however, that many of the new conpani es are
reluctant to do so because of a downturn in the market which is al so awash
with capacity.

Then, it al so becane apparent that the “liberalisation' |acked insight
when the minister asked the new hauliers to consolidate in the wake of the
anticipated conpetition expected with the entry of the Asean Free Trade
Area (Afta). It is as if news about Afta only cane about after the
m ni stry had i ssued such a | arge nunber of licences to the haul age
conpani es!

Wil e a study of the kind proposed by the Mnistry of Entrepreneur
Devel opnent on the haul age i ndustry should be wel cone, it should, however,
cover a nuch broader scope, including the conpetitiveness of the industry,
devel oprnent of internodalism nmultinodal transport operators and |inkages
inthe freighting surface transport industry. The study coul d al so cover
cross- border nmovenments and the inpact of regional conpetition in the
context of the adoption of the Asean Framework Agreenent on interstate
transportati on.
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