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Use nore | ocal parts, Dr Mtells carnmakers (HL)

Fadzil Ghazali

NATI ONAL carmakers still have much roomto | ower production costs,
especi ally by reducing their reliance on inported conmponents, as part of
their preparations for heightened conpetition under the Asean Free Trade
Area (Afta).

Many of the car components are currently still inported, with only the
casings of these parts being locally manufactured, Prine M nister Datuk
Seri Dr Mahat hir Mhamad sai d.

"Until we can reduce production costs, we cannot conpete. W must
produce all these conponents. If we put inthe effort, we candoit," he
told reporters in Kual a Lunpur after | aunching the Perodua Kenari
yest er day.

Under the Afta, Malaysia's two national carmakers, Perusahaan O onpbil
Nasi onal (Proton) and Perusahan O onpbil Kedua (Perodua), will be pitted
agai nst industry giants fromJapan, Germany and t he US, anong others, in
an open nmarket by the year 2005.

Asked about this, Dr Mahathir said: "W do not know how the road wil |
be. Perhaps we are onacliff. We will try our best. W arelivingin a
hostile world. If you are big, you can swal |l ow ot hers."

"We are going to face probl ens of course. But we are going to tackle
them W do not run away fromour problens," he said.

To a questi on whether the Governnent will allowgreater foreign equity
interest in national carmakers, Dr Mahathir said stakes cannot sinply be
handed out to foreign investors as this nay |l ead to the deni se of the
national car sector.

I f ever increasing stakes are offered to foreigners, there will no
| onger be a national car.

"It will be a foreign car," he said.

The Prime M nister said the carnakers nust step up preparations to
operate in a liberalised econom ¢ environment by inproving product quality
to alevel that is at par with the best.

"They should try to find a niche nmarket. Unfortunately, the "world car’
is alsointhe 1000cc category. W are going to face stiff conmpetitionin
that area,” he added.

In his speech earlier, Dr Mahathir said tariff cuts effected under the
Afta will favour foreign car compani es as they can produce in | arger
vol unes.

This means that if national carmakers do not becone cost-conpetitive,
their businesses will decline and eventually end up bei ng acquired these
gl obal giants.

Mal aysia is fortunate to have started pursui ng devel opment of its
autonotive industry in the early 1980s and 1990s, he sai d.

"I'f we were to nove in only now, we mght fail totally because the
industry is currently undergoi ng a nerger and acqui sition process that
will see it being controlled by car giants."

Thei r huge resources all owthemto undertake costly research and
devel opnent on a continual basis toinprove their cars, raising quality
standards with every passing year, Dr Mahathir said.

"W won't be able to conpete...our business would be restricted,
eventually we won't have a place in the industry at all," he added.

"Though they nmay agree that we design our own car, over the long termwe
will end up being nere car assenblers. W will not be able to | earn and



attain our own engi neering capability."

Therefore, if the national carmakers are not careful and start inproving
their conpetitiveness now, the i ndustry will vanish along with the
supporting sectors, the Prine Mnister said.

( END)



	Use more local parts, Dr M tells carmakers (HL) (NST 15/06/2000)

