14 JUNE 2000
MAHATHI R- COVPONENTS
MAHATHI R TELLS NATI ONAL CARMAKERS TO REDUCE COMPONENT | MPORTS

KUALA LUMPUR, June 14 (Bernama) -- Prinme Mnister Datuk Seri Dr
Mahat hir Mohamad today urged the two national carnmakers in the country to
reduce their purchases of car conponents fromabroad so that their products
woul d be nore conpetitive

Perusahaan Ot onobil Nasi onal Bhd (Proton) and Perusahaan O onpbil Kedua
Sdn Bhd (Perodua) are the two national car producers.

"We need to do this because as |long as we have to inport, we cannot
control our costs," he said at the launch of Perodua Kenari here.

Dr Mahathir said Proton and Perodua needed to reduce their purchases of
i mported conponents which were already costly and woul d even be costlier if
the foreign currency concerned appreci at ed.

"W need to produce on our own by investing and | earning how to produce
them" he said.

Dr Mahathir said although the governnment had stipulated that all kinds
of conponents can be produced in the country, the total nunber produced
locally was still small

He said the total nunber of conponents inported by Perodua was hi gher
when conpared with Proton because Perodua's sales were | ower and this nade
| ocal production of certain parts not so economni cal .

Dr Mahathir remi nded the national carnkers that the inplenentation of
the Asean Free Trade Area by 2003 or 2005 at the | atest would bring about
stiff conpetition anong national cars and forei gn makes.

Forei gn cars produced in Asean countries would be regarded as Asean
cars and will benefit fromthe lower tariffs then

Dr Mahathir said no other Asean country produced their own nationa
cars except Ml aysi a.

The prime minister said with the eventual reduction in tariffs, foreign
conmpetitors woul d have a cost advant ange because they produced cars in
| arger vol unes.

I f producers of national cars did not becone cost conpetitive prior to
the inpl ementati on of AFTA, their businesses nmay decline and coul d be
acqui red by other nmmjor car companies, he said.

Dr Mahathir said Malaysia was lucky in that it started its autonotive
i ndustry when it was nost suitable in the early 1980s and 1990s.

"If we were to nove in only now, we mght fail totally because the
autonotive industry i s now undergoi ng a nerger and acqui sition process so
that the industry is controlled by the car najors," he said.

These car majors located in the United States, Japan and Europe
produced mllions of cars each year and this in turn nmade themrich and
capabl e of undertaki ng research and devel opnent which cost a | ot each year.

Dr Mahat hir said devel oped nations were now raising their standards
each year and if these standards were not net, producers from ot her
countries would not be able to sell in those narkets.

"Wth that, our business would be restricted and we becone rel atively
smal | conpanies in that we are unable to conpete. And we don't have a pl ace
inthe industry at all," he said.

In view of that, producers of national cars m ght have to cl ose shop if
they were not careful.

Dr Mahathir said one way to avoid this would be to prevent the car
maj ors fromhaving a stake in the national car conpani es because that woul d
mean ending the Iife of the national car.



"Al though they have agreed that we will design our own car but over the
long termwe will be nmere assenblers,” he said.

"Wth this, we will not be able to learn and attain our engineering
capability. We will al so becone a backward race."

The prime minister said the governnent planned to raise the nunber of
car conponents that could be produced in this country and this would help
smal | and nedi um scal e enterprises in the process.

Besi des having the ability to reduce the cost of the national cars, the
pl an woul d al so i ncrease bum putera participation in SVES, he said.

"I hope that those who work in the autonotive and engi neering industry
wi Il wel cone and accept the nove," Dr Mahathir said. -- BERNAVA
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