07 NOV 2002
MAHATHI R- CARS
PRI CE OF CARS WLL NOT COVE DOAN W TH AFTA

PUTRAJAYA, Nov 7 (Bernama) -- Prine Mnister Datuk Seri Dr Mahat hir
Mohamad said that the price of cars will not be reduced with the
i npl ementati on of the Asean Free Trade Area (AFTA) early next year.

He said that although inport duties for inmported cars will be reduced
to 5.0 percent with the inplementati on of AFTA, the inported cars will also
be subjected to the same donestic taxes inposed on |ocal cars.

"Some people are waiting for the price (of inported cars) to go down
but it will not happen," he said after |aunching two new Proton nodel s
nanely Proton Arena and Proton Waja 1.8, at Putrajaya Square here today.

However, Dr Mahathir said that the government will not disregard other
donestic taxes inmposed on nmotor vehicles including inported cars with the
i mpl enent ati on of AFTA.

"W have to recover sone noney. For the governnent, we cannot give up
our tax ... otherwi se howto finance devel opnent if we can't collect tax,"
he added.

The Prime Mnister said that the sane procedures will al so be inposed
on Proton cars if it entered the other Asean countries.

Earlier in his speech, Dr Mahathir said that when the governnent first
set up the national car project in the 1980's its intention was nerely to
i ncrease the capability of the people in engineering.

"At that time we (the governnent) did not think that the world would be
gl obal i sed. Fortunately by the tine the world gl obalised, we have devel oped
quite a high engineering capability," he added.

Thus, he said that the production of the national car, had been
wort hwhile both in terns of profit and capability in engineering.

Dr Mahat hir al so expl ai ned why the government resisted selling Proton
to aunototive giants which had bigger and better facilities than small car
manuf acturer |ike Proton.

He said that the governnent fear that if Proton was sold to an
autonotive giant, there would be no nore national car production.

Dr Mahathir urged Proton to seek ways to reduce the cost of production
of cars but with inproved sophistication if it wanted to remain conpetitive
in the Asean and gl obal nmarkets.

He said that this was because with AFTA there would not be any tariff
for cars produced in the Asean countries with 40 percent |ocal content,
whereas Proton with 90 percent | ocal content, had to incur higher
production cost.

As for the two new Proton nodels, Dr Mahathir said that the design of
Proton Arena was attractive while Waja 1.8 had an added sophi sticated
feature such as drive-by-wire, variable valve tining and auto adaptive
transm ssi on.

Dr Mahathir said that he was confident that these two nodels would be
accepted as high class standard by the people and the autonotive industry.
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