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A Proton is born

AMONG t he many contenders for Ml aysi an Busi ness' Man of the Year in 1985
none stood out so regally as the pioneers of the Proton Saga - a shining
synbol of achievenent in the quest for industrialisation

The men behind the venture have reason to be proud. In record time -
just two years frominception to assenbly - a national car was born. Wth
H com chairman Tan Sri Jami | Mhammad Jan as their able guiding force, a
young and ent husi astic team underwent exacting training stints, and toiled
to shape this Ml aysian dreaminto a reality. Ml aysian Busi ness featured
the Saga pioneers in its Jan 1, 1986, issue.

IT WAS the country's leap into the industrial age, epitom sed by one day
in July 1985, when Prinme Mnister Datuk Seri Dr Mahat hir Mhamad, with a
flick of a switch, set off a slow parade of spanking new cars down an
assenbly |ine.

The cars, conspicuous by their unabashedly patriotic |logo - the yell ow
Islamic crescent and the 14-pointed star of the Malaysian flag - seened
deceptively famliar, if only because the public's curiosity about the
Proton Saga, had by then reached fever proportions.

The nation, |ike everyone else, will have to wait for posterity to judge
the ultimte success or failure of the Saga, but its realisation from
scratch and its bl azing speed between decision and inpl enentation
cumul atively make for a tale worth telling

The dream apparently began in 1979, as a gleamin the eye of Dr
Mahat hir, the then mnister of trade and industry, who unfortunately was
reluctant to deflect credit fromthose who gave birth to his brainchild,
declining an interviewto place history on record.

He apparently was convinced of the country's need to diversify out of
its traditional commodities rut. \What, he pondered, was the industry that
coul d provide enough inpetus to propel a nation onto the industrial path?

The solution: build cars. Not the cars that had, since 1967, been
regul arly assenbled locally, for with 22 nakes and 105 nodel s approved for
assenbly, the |ocal autonobile industry had never been efficient nor
because of the consequent |ack of econonmies of scale, had it built up a
supporting auto parts industry that was self-reliant, cost-effective or
technol ogi cal ly innovati ve.

O her countries had denonstrated effectively the nmultiplier effect of
aut onaki ng: Japan's Toyota is supplied by well over 30,000 subcontractors,
and M tsubishi and Anerica's Ceneral Mtors, nore than 10,000 conponent
firms. Even South Korea, for all the pooh-poohing that acconpanied the
[ aunch of its Pony, has seen the proliferation of well over 1,000 sub-
contractors, all geared to support the car

Thus, what the private sector had failed to do for the | ocal autonobile
i ndustry, the CGovernnent, via Perusahaan O onobil Nasional (Proton), seeks
to do. By noving into | arge-scal e automaki ng and by capturing a nmajor
mar ket share, the Government hopes to formthe bulwark of a business that
wi Il nurture technol ogi cal innovation, one that will create a multiple
demand on a nunber of other industries, such as the nmetal industry, the
pl astics industry, the rubber industry, conponents, electrical
electronics ... In short, the car project is envisioned to gal vani se the
country's leap into heavy industries, to not only be viable but crucially
central to the country's devel oprent.

The project's remarkable tine-table - from m d-1983, when Proton was



i ncorporated, till md-1985, when |ocal assenbly started up - and the
costs of developing the Saga - from Tan Sri Jami| Jan, Hi conls chairman:
"W spent precisely RML2.5 million to get the final version' - |end
credence to the fact that sonme sort of conprom se was effected. \Wich was
undoubt edl y the case.

"Proton took a short cut,' says Mtsubishi's Hiroshi Satoh. “Instead of
trying to start fromscratch, we opted to use existing conmponents and then
make nodifications to the bodyline.’

Massi ve Tone. How does one work out a feasibility study to devel op an
aut onobi | e when it has never been attenpted before? “The Japanese were
instrumental here,' agrees finance-nman Kok Nam Soon: "~ They cane across
with three (reports) in the period fromMarch to Cctober. But we worked
like hell, too. | nean, the inputs were primarily Ml aysian.'

The final draft was finished by Gct 22 - a massive tone, sone three
inches thick, bristling with figures and technical jargon. But "it was
feasible,' says Mhamed Zainal, head of H com s Proton project team
simply.

“Then canme the hard part. W had to condense it to a fairly conci se and
accurate paper for Cabinet approval.’

On the presunption that the project would go ahead, M tsubishi Mbtor
Corp (MVC) had al ready been hard at work, preparing a clay nodel of the
exterior of the nodel -to-be. "~You nust renmenber that there was no fornal
contract, so they (MVC) were bearing all the costs,' says Datuk Wan N k
Ismail, now executive head of Proton. "It was |ike going Dutch: they paid
for their costs, and we paid for ours.'

Nevert hel ess, Ml aysi an desi gner Mbhamed Azali Abdul Rahi m had, together
with the rest of the team paid a visit to Japan, to famliarise
t hensel ves with the designing process and to soak up the anbi ence of an
aut onobi |l e pl ant.

Dec 1 saw Cabi net approval given to the project. But even as the Cabinet
was debating, the first clay nodel was, am dst great secrecy, being
airlifted from Tokyo to Kual a Lunpur.

"W were sleeping on the tarmac, waiting,' remnisces N sbar Nasib, the
teaml s corporate planner. ~The plane touched down way past m dni ght, at
the Airod hangar, next to Subang. The security was very tight.

“We had Handau commandos all over the place guarding the joint. | don't
t hi nk they knew what was afoot, either.’

The secrecy was due to a prinme mnisterial visit the foll ow ng norning.
VWi ch, by all accounts, went off very well, except that, in N k's words,
“a few journalists were nosing around, and we had to be a bit
circunmspect.' The letter of intent was signed the next day.

Then the negoti ati ons began. A Japanese team cane over and renai ned;
except for changes of personnel that stayed on for well-nigh three nonths.
"W thought it would be nore advant ageous to negotiate on hone ground,"’
expl ai ns Kok. To nake sure they were not offered the short end of the
stick, a British-based (autonotive) consultancy conpany, MlLlLellan and
Partners, was hired by the teamto nonitor the negotiations.

Proton, the conpany, was incorporated on May 7, 1983. The contract,
several volumes of it, followed on May 22.

VWhat stands out about this project was its rapidity of inplenentation,
the way it cut through bureaucratic red tape. Al nbst as soon as the ink
was drying on the contract, workmen were busy on the 52-hectare site in
Shah Al am doing prelimnary clearing work. Starting fromoil palmland and
secondary jungle and working flat out, the contractors put up the plant in
19 nont hs.

Phone Call. Meanwhil e, another facet of the project was slowy
unfolding. In 1982, Datuk Eric Chia, chief executive of United Mdtor Wrks



(UMN, had as much know edge about the national car as the next man. Only
a year ago, a UMNsubsidiary, Sejati, had gone directly into the passenger
car business, securing the Toyota franchise. Al | knew, | got from press
reports,’ says Chia. Then sonewhere in late 1982, a phone call fromthe
PM s department changed the equation

"The PM asked ne to organi se a conpany to sell the national car,'
recalls Chia. "He had this idea of splitting the manufacturing arm from
the marketing and service wi ng, naking themindependent of one another.'
Subsequent neetings with Jam | mapped out his terns of reference:

organi sation, sales and service. Chia still felt undecided. Wile he was
not on the board of Sejati, his group of conpanies still had the Toyota
franchise. As he puts it: "I didn't know how Toyota woul d have felt. It

was difficult.’

I thought about it for sone tine,' recollects Chia: "~Sorting out
various options. Then | went to see the president of Toyota and expl ai ned
my position, that there would be no conflict of interest because it was
di fferent conpanies that were involved: that while one nodel - the Toyota
Corolla - would conmpete with the Proton, the whole franchise would not. He
heard nme out, and he agreed, but | wouldn't say that he was pl eased.’

Chia gets hot under the collar about “conflicting interest'. “First, we
only just got into the passenger car trade, so you m ght say that nmy group
is relatively newin that field. The nmotor business is a dirty one, you
know. Maybe, that's why the PM picked ne: he m ght have thought | hadn't
been [ ong enough in the trade to get polluted.’

F Prototypes. As Chia went back to the drawing board to plan his
marketing strategies, other events were noving at a rapid fire clip. The
l aunch of the car, originally planned for January 1986, was brought
forward five nmonths. But the Japanese seened easily equal to the task: the
first "Final (F) prototype' of the car - then named Perkasa - was
conpleted five nonths after the contract was signed.

By March 1985, the Shah Alam factory had been fitted out, except for the
stanpi ng machi nery. And the test runs began

On April 1, the first ever Proton Saga rolled out - it is nowin the
nati onal museum Finally on Sept 1, in a showbiz style, RV600, 000 | aunch
the Proton Saga cane of age.
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