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Bringing up the steel industry

LOCAL conpani es' preference for foreign steel points to sonmething awfully
wrong wi th Mal aysi an i ndustries. According to Prine M nister Datuk Seri Dr
Mahat hi r Mohamad, Mal aysia i nported 70 per cent of its requirenents | ast
year even though there were sufficent |ocal supplies of steel sectionsto
meet the demand of | ocal industries. There appears to be no obvi ous reason
to use i nported steel but conpanies continue to do so. It does seemas if
the | ocal conpani es have no desire to heed the Government's repeated calls
to use |l ocal materials as a means of hel ping to restore econoni c grow h.

Per haps the authorities will need to take a closer | ook at the issue.
Wi |l e traders who stock steel sections nmay be one of the el ements
contributing to the continued inports of these materials fromRussia and
Thai | and, cost must al so be a big factor in turning industries away from
buyi ng | ocal steel sections. On Monday, this newspaper reported a call by
| ocal steel manufacturers for the Governnent to i nvoke anti -dunpi ng
measur es because steel is nowbeing inported at prices which | oca
producers cannot hope to match. According to i ndustry players, a tonne of
i nported steel can still be over US$100 (US$1 = RMB. 80) cheaper than
Mal aysi an steel after the 30 per cent inport duties have been factored in.
Unl ess the authorities stop | ocal conpanies frominmporting the cheap
steel, basic business sensewill tell these inporters to continue buying
fromoverseas. Gven the very |low prices at which the foreign steel is
bei ng dunped in Ml aysia, not even a world-class nmill would be able to
conpete, or so says Perwaja Steel chief executive officer Datuk Abu Talib
Mohaned.

The Prime Mnister has made sonme suggesti ons on how the country shoul d
approach this issue. Oneideais for local industries, especially the
construction sector, tolearnto use nore steel. Ml aysi an buil ders have
the odd preference for cenent in construction and fabrication works,
al t hough cenment i s both uneconomni cal and unheal thy for the environnent.

St eel has been wi dely used by builders in the devel oped nations for a |l ong
time now Look at Britain, where structural steel is usedin up to 60 per
cent of the buildings and the US, whose construction industry has relied
on steel for decades. By increasing the usage of steel, |ocal builders
woul d create a greater denmand for the material and this will help provide
the opportunity for | ocal steel manufacturers to aimfor econom es of
scale. Wthout a sizeable donestic market, it is alsodifficult for the
Mal aysi an steel manufacturers to becone big and effici ent enough to set
their sights on the export markets, both regionally and internationally.

Wt hout econonies of scale and greater efficiency, the |ocal stee
i ndustry can al so never hope to match the price conpetitiveness of foreign
steel. Countries with a surplus of steel could dunp their steel sections
in Mal aysia partly because the price of the materials inthis countryis
relatively high. The Governnent shoul d definitely | ook i nto invoking anti -
dunpi ng procedur es agai nst those who have al | egedly dunped steel in the
| ocal market. Perwaj a and the ot her | ocal steel manufacturers nust al so
not be expected to try and match the | ow prices of dunped steel. 70 per
cent of the steel sections used in Malaysia in 1997 were inported.
However, before the authorities can act, they need to find out if the high
percentage of inports was a direct result of dumpi ng, or whether the price
of local steel is unreasonably high.

Inthe final analysis, it is inmportant that the billions of ringgit that



t he Governnment has invested in establishing the country's very own st eel
manuf acturing industry provide returns ultimately. The Governnent, the
manuf acturers and the | ocal consumers of steel nust cone together to

di scuss howthe problemcan be resolved. It is close to two decades now
since the establishment of Perwaj a was nooted, marking the birth of the
Mal aysi an steel industry. It is still a fledgling industry and it is not
too late to ensure that it matures into a big, strong and reliable

vent ure.
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