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LANGKAW , July 29 (Bernanma) -- Devel oping countries building an
autonobile industry are entitled to sone protection despite calls for an
open market, Prime Mnister Datuk Seri Dr Mahat hir Mbhanmad said today.

He said because the auto industry is capital-intensive it "needs a bit
of protection" to survive in the highly-conpetitive global car
manuf act uri ng environnment.

Dr Mahathir al so said devel opi ng countries should not fear venturing
into the auto industry.

"I can assure you that when Ml aysia ventured into the car
manufacturing industry in 1983/1984 we needed governnent protection," he
said when chairing a session on "Technol ogy for Energing Economi es" on the
second day of the Langkawi International D al ogue.

On a lighter vein, the Prime Mnister |ikened those who are reluctant
to transfer technology to Ml ay "bomohs" (nedicine men) of yesteryears who
did not pass the secrets of healing to others.

"Sonetines they pass themto their children; sonetinmes they don't. When
they die, the secrets die with them" he said, adding that as a result
there was no "transfer of technol ogy."

In his presentation, Perusahaan O onobil Nasional Ml aysia's (Proton)
chief executive officer and vice chairman for strategy, Tengku Mahal eel
Tengku Ariff spoke of Proton's smart partnership with Lotus of the United
Ki ngdom

He said deregul ation provided opportunities but it also brought with it
sone threats of auto conmpanies not able to face up to the conpetition and
had to fold up.

In South Korea and I ndonesia, for exanple, the car industry was very
regul ated, he said.

There was overcapacity in the business, a scenario that had existed
over the past four to five years, he said.

Providing an insight into the huge investnments needed in auto
manuf acturing and the attendant risks, Tengku Mahal eel said that "for
setting up a nmediumsized plant, if you don't have US$1 billion (RW2.6
billion), you might want to stay hone."

"To manufacture a new nodel from zero, some US$800 nmillion to US$1
billion (RM2.08 billion to RM2.6 billion) are needed...that's the kind of
risk that the industry goes through

"Besides this, the global industry plans to nake 80 million cars a year
but only 60 million will be in demand, giving an overcapacity of 20 nillion
cars,”" he said.

These are the challenges faced by Proton which decided that the
strategy to face up to such a dilemma was to be independent technol ogically
and be able to manufacture products required by the market, he said.
"Proton is a good assenbler of cars over the past 11 years...sone

20,000 conponents are fitted into the cars very well. Six years ago, we
devel oped our own noul ds and devel oped our own vendor system" he said.
"But the cars we produced are hybrids...it's very difficult for us to

fetch a premiumin the market place using hybrids, so we depended very much
on third parties for research and devel opnent.

"This was not enough for us to nove forward...l have 5,000 excellent
people that | need to harness to nove forward and one way was through
technology and this is where Lotus comes in.



"Lotus is basically an engineering consultancy conpany. It was facing
an uncertain future and they do have 1,000 very good engineers and they
have many engi neering patents and a good brand nane,"” he said

"Over the last six nonths, we have worked on many projects the biggest
of which was to co-produce our brand new car using our own design, our own
i ndi genous product," Tengku Mhal eel said.

He said although Proton thought it was going to receive know how from
Lotus given its engineering and technol ogi cal expertise, the venture turned
out be a two-way partnership for Lotus, which also learned a | ot from
Pr ot on.

"Lotus does not bend metal, we bend netal, they bend conposites, that's
one | earning experience. Wat they produce in one year we produce in three
days. "

Bot h conpani es al so needed to work together in the area of body
engi neering as both did not have rapid prototyping in the new world, he
sai d.

"And Lotus is extrenely strong in simulation and we anal ysed all the
simul ati on nodels that they have and we want to bring theminto Proton via
a live conmputer link so that we can work on them 24 hours of the day," he
sai d.

"These new areas will strengthen us to nove forward,"” he said

New cars in the future will be designed by Proton through the conputer
wi th enphasis on keeping costs down and achi evi ng econom es of scale, he
added. -- BERNAMA
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