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Logi stics, distribution services set to get a boost from stimulus
package

Ports World

THE | ogistics and distribution services sector has received a

signi ficant

boost from the w de-rangi ng econom c neasures announced |ast week by the
Government ainmed at stinulating economic activities

New i ncentives for the devel opnent of the logistics and services
sect or
were introduced by Prine Mnister Datuk Seri Dr Mhathir Mhaned as part
of the 90 measures to revitalise the econony by nobilising domestic
sources of growth while reducing the country's dependence on the
externa
sector.

The devel opnent of regional distribution centres (RDCs) and
i nternational procurenent centres (IPCs) will now benefit from refunds
that will be allowed for duties paid by RDCs on spare parts or
conponent s
that remain unsold for a period of one year, provided that the goods are
re- exported.

In addition to that, nmore flexibility will be given in the
adnmi ni stration of the 30 per cent drop in shipment condition for
RDCs/ | PCs
wi th substantial annual sales turnover.

The new neasures also allow RDCs/IPCs to deliver export shipment
sour ced
from |l ocal vendors directly to ports without going through their
war ehouses. | PCs which conply with existing criteria will be eligible
for
i ncone tax exenption for 10 years.

The incentives for the logistics and distribution services sector is
part of the RW/.3 billion stimulus package that ainms at enhancing the
country's conpetitiveness, as well as to devel op new sources of growth

The Government has identified the logistics and services sector as one
of the new sources of growth that is expected to fuel the expansion of
t he
econony.

This is fully reflected in the focus provided by the Government to the
devel opnent of the logistics services sector when only seven nonths ago
when announci ng the Budget 2003, the CGovernment granted a full-tax
exenption on statutory income of RDC operators for 10 years.

Under the same package, dividends paid from the exenpt income are
exenpted fromtax in the hands of the shareholder, while tax exenption
on
statutory income and dividend in the hands of the sharehol der granted to
the RDCs was al so extended to the IPCs to ensure that Ml aysia w |
becomne
a regional transhiprment hub

The Governnment al so provides inport duty and sales tax exenption on
goods for the purpose of distribution and expatriate posts to be



approved
according to their requirenents.

The devel opnent of the |ogistics and distribution sector also received
a
boost fromits inclusion to benefit from the Human Resource Devel opnment
Fund that provides for utilisation of the funds for training and skill
devel opnent .

The attention given by the Government to the devel opment of the sector
drew positive response fromthe industry.

The managi ng director/chief executive officer of Northport (Malaysia)
Bhd, Basheer Hassan, commended the Government for its initiative saying
the incentives could help spur the devel opment of the services sector
and
contribute towards the evolution of Ml aysia as a regiona
transportation
and | ogistics hub.

He said RDCs and IPCs are critical links in the devel opment of |oca
ports as regional transhipnent hubs.

"Northport is well geared towards achieving this national objective
and
in this regard the focus of attention by the Government on the
devel opnent
of the logistics and distribution services sector could not have been
nor e
appropriate and tinely," he said.

The country manager of BDP (Mal aysia) Sdn Bhd, Hoo Ching Dew, also
wel comed the incentives offered to RDCs and | PCs.

"The Governnment's nove to pronote RDCs and IPCs is in the right
direction and the incentives will encourage nore |ocal conpanies to be
i nvolved in the RDC " Hoo said.

He said RDC plays an inportant role of a collection and consolidation
centre for finished goods, components and spare parts from overseas or
within the country to be distributed to the dealer, inporter or its
subsidiary or associated company within or outside the country.

Basical ly,

RDCs nust be situated in the free zones (free industrial zone or free
conmerci al zone) or licensed warehouse (public and private) or licensed
manuf act uri ng war ehouse.

Al these neasures are expected to w den market opportunities for
| ocal | y-manuf actured goods and create enploynent opportunities

Along with these nmeasures, further inprovenents on road and air
transportation facilities, as announced in the stimulus package between
the West Coast and the Eastern Corridor of Peninsular Mlaysia, are
expected to set the pace for the growh of the RDCs and IPCs in the
country, said Hoo

The focus on the val ue-added activities is tinmely as the Government
pl ans raise the contribution of services sector, which stands at 57 per
cent of gross domestic product.
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