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Asean nust revi ew car sector strategy: Dr M(HL)

Kamar ul Yunus

VWH LE havi ng agreed to defer by two years the opening up of its automative
sector, the Association of South-East Asian Nations (Asean) still needs to
reviewits entire strategy with regards to providing protection for
carmakers i n menber countries, says Prine M nister Datuk Seri Dr Mahat hir
Mohamad.

He sai d maj or carnmakers fromoutsi de the regi on have started to rel ocate
their plants to Asean nenber countries to take advantage of |ower taxes
under the Asean Free Trade Area (Afta).

And this pursuit of freer trade may eventual |y backfire on the grouping,
as its carmakers, |ike other manufacturers, will increasingly be pitted
against the world's giants, Dr Mahathir said.

Mal aysi a had on May 1 secured agreenent fromnenbers at the Si xth Asean
Economic Mnisters retreat in Yangon to defer the liberalisation of the
aut onoti ve sector.

Per usahaan O onobi | Nasi onal (Proton), the npbst successful homegrown
carmaker in Asean, may have won sone tinme but it is still likely to be
anmong t he nost affected when the Aftais fully inplenmented.

Proton will have to conpete with major foreign car conpanies and wl |
| ose out because the Afta strategy favours the foreigners, Dr Mahathir
sai d.

"W are not assenbling cars for other conpani es, we are produci ng our
own cars...we have a | ot of disadvantages, (for exanple) we have to buy a
| ot for technol ogi es and conponents, and naturally our cost is higher.

"On the converse, other conpani es just put together their products which
have been desi gned and t ested el sewhere, whi ch nmeans their costs are nuch
| ower than ours. W will not be able to conpete against them" he said
during a dial ogue at the two-day Europe-Asia Business Summit 2000 in Kual a
Lunmpur yesterday.

"Asean nust rel ook the Afta strategy. We can delay a little bit,
especially for the autonoti ve i ndustry, as we see ot her carmakers nmovi ng
i nto Asean nmenber countries and setting up plants, then calling the
products that of these countries.

"Thi s enables themto enjoy the privilege of exporting to ot her Asean
countries, and paying little tax."

Asean nmenbers shoul d di scuss possi bl e solutions to the problem he said.

"We shoul d see whether there can be sone kind of division of Iabour
wher e sone nmenbers produce some t hi ngs and ot her countries other things,"”
he added.

Asean has decided to defer till 2005 the transfer, originally schedul ed
for 2003, of conpletely built-up and conpl etely knocked-down not or
vehicles on to the Inclusion List fromthe Tenporary Exclusion List.

Seni or Asean officials are currently working out howto structure the
defernent, the schene for which will be presented at the 32nd Asean
Economi ¢ Mnisters neeting in Chiang Mai, Thailand, in Cctober.

The Afta was established foll owi ng the signing of a framework agreenent
on enhanci ng Asean econoni ¢ cooperation by the groupi ng' s heads of
government and state in Singapore on January 28 1992.

| npl enent ati on began on January 1 the following year, originally with
t he obj ective of achieving free trade area status in 15 years, that is by
2008, when tariffs woul d have been reduced to bet ween zero and 5 per cent.

However, at its third informal sunmit in Singapore in Septenber | ast



year, Asean agreed that its original nenmbers, conprising Indonesia,
Thai | and, Si ngapore, the Philippines, Brunei and Mal aysi a woul d be gi ven
until 2010 to accel erate renoval of inmport duties on all products. New

menbers Laos, Myanmar, Vi etnamand Canbodia will nmeanwhil e have until
2015.
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