15/ 06/ 2000
More | ocal conponents (HL)

Ram an Sai d

KUALA LUVPUR, Wed. - The Government plans to set up nore vendor conpanies
to increase | ocally-produced conponents so that national cars can be
cheaper, Datuk Seri Dr Mahathir Mhamad sai d today.

The Prime M nister said the nove would al so hel p i ncrease the nunber of
smal | and nmedi um bum putera enterprises.

He sai d assi stance woul d be given to anyone, especially Buni puteras,
interested in playing a nore active role in the autonotive industry.

He said the two objectives could be achieved with the establishnment of
nor e conpani es i nvol ved in produci ng car components.

"Firstly, it will help realise the Governnent's aimof seeing a greater
nunber of small and medi um bum putera enterprises. Secondly, it can help
| oner the cost of national cars," he said at the | aunchi ng of Perodua
Kenari at the Putra Wrld Trade Centre.

Expressi ng hope that those involved in the autonotive and engi neering
i ndustry woul d wel cone the nove, Dr Mahathir said: "The Governnent is
prepared to provide the opportunities but these will cone to nought if
there is no response frompeople who want to | earn and produce these
conponents. "

The Prime Mnister said there was a need to | ay greater enphasis on
produci ng conponents as progress in this area was far fromsatisfactory.
Dr Mahathir said as | ong as national car nakers - Perusahaan O onobil
Nasi onal Bhd (Proton) and Perusahaan O onobil|l Kedua Sdn Bhd (Perodua) -

continued to use inported conponents, they would not be able to | owner
prices.

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

Dr Mahathir warned the car nmakers that the inplenentation of the Asean
Free Trade Area (Afta) by 2003, or 2005 at the latest, would nean stiffer
conmpetition as foreign nakes assenbl ed in Asean countries would be able to
enter Ml aysia at | ower cost.

"These foreign cars hold an advant age because they are produced in
| arger volunes. If we do not becone cost conpetitive, our businesses m ght
decline and could be acquired by other major car conpanies,” he said.

On the future of the autonotive industry, Dr Mahathir said the world was
now | ooki ng at nergers and acqui sitions.

He said this nmeant manufacturers such as Ml aysia would have to better
t hensel ves in order to conpete with the giants.

The giants nmake nmillions of cars each year, which in turn made themrich
and able to all ocate huge anobunts of noney for research and devel opnent.

"I'f we are not careful, producers of national cars m ght have to cl ose
shop. "

However, Dr Mahathir said Malaysia was lucky as it started its
autonotive industry in the early 1980s and 1990s before the nergers and
acqui sitions began.

The Prime M nister said devel oped nations were also raising their
st andards each year and if these were not nmet, manufacturers from other
countries would not be able to sell cars in those markets.

The Prime Mnister said an option available was to allow national car
makers to be acquired by nmajor conpanies "but this would spell the end of
national cars."

"They might agree that we will design our own car but over the long term



we will be mere assenbl ers.

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

El aborati ng on the vendor progranme at a press conference later, Dr
Mahathir said it would involve the setting up of new conpani es.

Al t hough car conmponents are being produced in Ml aysia, Dr Mahathir said
some busi nessnmen were not "living up" to the prom se of making | ocally-
produced parts.

"Only the shell or casing is |locally-nmade but the parts inside themare
still inporteditens.”

On Proton and Perodua nerging, Dr Mahathir said it was still not enough
"I don't think they are well-equi pped (to face the chall enges), so they
will still need sone help fromthe Governnment. But the phrase that we are

al ways hearing nowis that we should allow narket forces to determ ne, and
that those who are weak need to be cl osed. "

Earlier, Dr Mahat hir handed over nmock keys to the first four Kenari
owners. They were Dai hatsu Motor Co Ltd whi ch bought the car for
RMLOO, 000, Perodua Vendor O ub (RML50, 000), Perodua deal ers (RML20, 000)
and Robi n Tan Yong Chin who bought the car for RMLO2, 000 t hrough an on-
I'ine public auction.

The proceeds were donated to Bakti with the owners donating the cars to
charitabl e organi sati ons.
* More reports on P23 and 24
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