01/ 02/ 2004
Regar di ng National cars and bum puteras

A Kadir Jasin
I S PROTON, the national car conmpany, the proverbial anak di rumah mati
kel aparan kera di hutan di susukan?

The answer is yes, and no. Proton is not dead. It is not even dying. But
it may not be in the best shape to face the | oomi ng gl obal conpetition

This is not to say that Proton has not prepared itself for the tougher
ti mes ahead. "No', saidits articul ate Chief Executive Oficer Tengku Tan
Sri Mahal eel Tengku Ariff, “We are prepared and we do not nmind fair
conpetition.

But, alas, not all aspects of conpetition are fair. Being the first
nati onal car project with 52%gover nment ownershi p does not spare Proton
some very awkward circunstances inits effort to remain conpetitive. Take
duties, for instance. Contrary to perception that it enjoys specia
treatnment, Proton pays 13%inport duty, simlar to that i nposed on the
second national car conpany, Perodua

On the other hand, the | ocal assenbl er of Hyundai Atos is believed to be
charged | ess than hal f that anount, while Naza Kiais believedto be fully
exenpt ed.

As for the excise duty, Proton and Perodua pay 50%and Naza Kia 75%
Hyundai Atos is believed to be exenpted

In industry jargon, Proton, Perodua, Naza Kia and Hyundai are known as
national status or national treatnent autonobile conpani es.

Descri bi ng t he conpany as a key gl obal player, Tengku Mahal eel in a
recent briefing to the nedia said it had achi eved, in many ways, the
status of a flagship industry for Malaysia. It is also a key enabler, a
maj or contributor to the econony and a top enpl oyer. It enpl oys 9, 500
people - 8,000 locally and 1,500 around the world.

It has invested RMB.3 billion in plant and machi nery fromits i nception
in 1983 to 2002 and is planning to invest RVb billion in the next five
years.

It paid taxes - direct and indirect - amounting to RML3. 14 billion

bet ween 1995 and 2002.

Tengku Mahal eel said Proton has been preparing for the tine when it
woul d face increasing conpetition in the donmestic nmarket as a result of
the i nmpl ement ati on of the Asean Free Trade Area and the terns of the Wrld
Trade Organi sation.

I mports have started to eat into Proton's share of the nmarket. Between
the Jan-Sept period of 2002 and the corresponding period | ast year, its
mar ket share declined from60. 7%to 50. 2%

What Proton did not sufficiently take into considerationis the South
Kor ean carmakers, who have becone very aggressive after the 1997/ 98
regi onal financial crisis.

CAN PROTON STAND THE HEAT?

TOadd insult to injury, the cost, insurance and freight (CIF) prices of
conmpletely built-up (CBU South Korean cars at Port Kl ang are bei ng quoted
at amazingly lowlevels. According to industry sources, the CIF price of
the 1, 000-cc Daewoo Matiz was quoted at US$ 4,500 (RML7, 100) in 2000. But
nore recently, the |l arger Chevy/ Daewoo Aveo with a 1,500 cc engi ne
capaci ty was bei ng quoted at US$ 3,000 (RML1, 400) at Port Kl ang. The sane
car carries a CIF price of RM2,000 in the United Ki ngdom RM34,424 in
Germany, RMB5,658 in Italy, RMR8,231 in France and RMV21, 443 in
nei ghbouri ng Si ngapore.



It is calculated that inclusive of the 60%i nport duty and 10%sal es
tax, an Aveo costs about RVR0, 000 to inport. It is being retailed at about
RM68, 000, giving it a whoppi ng margi n of RWA7, 000.

An anal ysis of the price of South Korean cars i n Ml aysi a suggests t hat
all the nodel s that conpete directly with the Proton range are being sold
locally, with margins ranging from RVM28, 000 plus for the 1.3-litre Kia Rio
to RV64,000 for the 1.8-litre Kia Carens.

Asked to comment on | ow Cl F prices of South Korean cars and the
chal | enge posed by domesti c and regi onal assenbl ers, Tengku Mahal eel said
Proton coul d survive and continue to performits stated role only if
conpetition in the donestic market is fair.

He rem nded the Press that Proton was born out of the vision of one man
- Tun Dr Mahathir Mhanmad - and its mission is to build world-class
industrial capacity, inthe formof Proton cars, and sell Ml aysi an-nade
cars globally.

But Tengku Mahal eel said the gl obal quest nust start with the domestic
market, pointing to the fact that South Korea and Japan are anong t he nost
protected aut onobile markets in the world.

Are we then, |ike the Malay proverb says, feeding the nonkeys in the
jungl e while | eaving our infants to starve to death at hone?

A GENU NE MALAYSI AN SUCCESS STORY

HAVI NG been gi ven anot her privilege to have a sneak previ ew of Proton's
new |l ine of products - three new nodels - | nust say thank you to Tengku
Mahal eel and congratul ate hi mand his teamfor coning up with sone of the
nost beautifully designed cars anywhere.

It pays to have vision and plans. Dr Mahathir took a big political and
econom ¢ ganbl e by pronoting the project. He was opposed even by his own
Deputy Prime Mnister at that time - Tan Sri Misa Hitam- and a handful of
arnchair econom sts who said the project would fail and Ml aysi a coul d
becone bankrupt.

He was also criticised, albeit privately, when he prodded Proton to buy
the financially troubl ed but technol ogi cally sound Lotus G oup.

Today, thanks to the conbinati on of | ocal talent and the technol ogi cal
expertise of Lotus in the UK and M chi gan Auto Research Conpany in the US,
Pr ot on has nmade Mal aysi a the only devel opi ng country with the capacity to
desi gn and manuf act ure not or vehicl es ground up and neeting all gl obal
st andar ds.

The | ast time | was accorded such a privil ege was during the desi gni ng
of the Waja. That was before the 1997/98 economic crisis, which, if I am
not m staken, delayed the launch of the nodel.

O course, | still remenber the day | took the first Proton car - the
Saga - for a drive to Mel aka a coupl e of days before it hit the market in
1985. It was ancient conpared to the Waj a but | was, neverthel ess, very
pl eased wi th mysel f, being surrounded by ent husi asti c crowds wherever |
st opped.

Sone tried the steering wheel while others fiddled with the engine,
ki cked the tyres and banged the roof - the standard Mal aysi an way of
testing a car.

Thus, it is sad if unfair conpetition, especially if it happens in the
hone mar ket, should harmProton and its sister project, Perodua.

After all, charity should begin at hone.

STILL WAI TI NG FOR MMC- GAMUDA' S SI DE OF THE STORY

M NGGUAN Mal aysi a newspaper col umi st Awang Sel anmat was vi si bl y upset
wi t h Gamuda Bhd' s executive director, Azm Mat Nor, for raising the case
of the letter of offer issued by the governnent for the railway double
tracki ng project.

In his Jan 18 columm, the witer questioned Azm 's notive for bringing



up the issue.

Azm told the Press that the offer was still valid despite the Cabinet
havi ng deci ded to call off the project.

Awang prai sed Tan Sri Syed Mokhtar Al bukhary, Ml aysi an M ning
Corporation Bhd' s control ling sharehol der, for acceptingthe governnment's
decision with grace

VWiile | do not contest Awang's right to question Ganuda's stance,

t hi nk Ganuda has as nuch right to tell its side of the story.

As a listed conpany with thousands of sharehol ders, Ganuda owes an
explanationtoits investors. Thisisinlinewithits |listing requirenent
and i n accordance with good cor porate governance.

Whet her the RML4.5-billion project has been called off for good or is to
be reinstated at sone future date, the fact remains that the MVC Ganuda
proposal brought down the cost of the project fromthe RMAO billion odd
initial price-tag set by the Chinese-Indian consortium The price is even
| ower than the RML7-billion official estimates.

The MMC-Gamuda price is inclusive of RMA. 2 billion for electrification
and si gnal i ng, which woul d be given to foreign suppliers, and RVBOO
mllion for a bypass of Kual a Lunpur, which was not featured in the
Chi nese- I ndi an proposal

The Mal aysi an consorti umundertook to conplete the project in three
years agai nst the foreigners' five to six years. The MMC- Ganuda proposa
al so offered to acquire Mal ayan Railway for RML and in return assunme its
estimated RML billion liabilities and inject RMOO nmillion to recapitalise
t he corporation.

Inline with the governnent's policy of calling for open tender for
public contracts, bidders |i ke MMC and Ganuda shoul d be encouraged to tell
their side of the story so that the public can al so be the judge.

Let us hope that the cancellation of the project was due purely to
priority consideration and not because of vigorous | obbying by the
Chi nese-1ndi an consortiumand their influential backers in Kuala Lunpur,
Beijing and New Del hi

MANAG NG OUR DI VERSI TY

VEE cannot begin to tal k about a ki nder environment and a fairer society
if we are intolerant of other people's views and opi ni ons.

Lately, there appears to be a taboo anpong sone people to tal k about the
Bum put era agenda. Qthers think it is nolonger fashionable to discuss the
i ssue.

What we hear regularly these days is the criticismof the Bum puteras,
especially the Malays. This is not to say that Bumi puteras are faultl ess
and beyond reproach.

They have their weaknesses and faults. But it would be unfair and
counterproductive to damm the Mal ays wi t hout of fering answers and
solutions to their problenms and nal adi es.

For a start, whether in business, education or politics, the talk of a
Mal aysi an agenda rings hollowif it is not acconpani ed by a strong
Bumi put era conponent.

There is no such thing as enough or out of fashion. The expiry of the
New Econom ¢ Policy (NEP) and t he quest for a Bangsa Mal aysi a shoul d not
hi nder the need for equitable distribution of the country's wealth and
econoni c resources.

The worl d beyond Bangsar, Mont Kiara and UK Hei ghts is not as rosy and
upbeat. There is still a big incone gap between races and within
comunities. The rift between the rich and the poor has, in fact, wi dened.
Poverty i s beginning to take an absolute formfor sone.

So, it is very inportant that we tal k about a national agenda that
addresses the well being of the majority, ie, the Bum puteras, and a



fairer distribution of income for all Mal aysians irrespective of race.

It is well and good to tal k about a Bangsa Mal aysia. But for as | ong as
we accept Malaysia as a nulti-racial and multi-religious country and the
Bangsa Mal aysi a that we envision is the congl onerati on of many bangsa, we
must continue to acknow edge and nmanage our diversity

FACI NG FACTS

VWH LE we cel ebrate our diversity and kongsi all kinds of cel ebrati ons,
we nmust be brave enough to acknow edge that our society is beginning to
show signs of strain.

The wi deni ng soci o-econoni ¢ gaps between the races and between the haves
and haves-not, the rise in serious crines, the preval ence of corruption
and abuse of power and the general | awl essness are anong t he synpt ons.

Whi | e the NEP had succeeded in extricating the Bum puteras fromabject
poverty and created anong thema sizeable mddle class, it has al so
enriched the non-Buni put eras.

Even though the NEP' s objectives of eradicating poverty and
restructuring society were not net when the policy expired in 1990, the
Bum put eras have becone better off.

Mal aysia is richer and nore stable. The peopl e do not question the
nitty-gritty of who owns what, where and how nuch. They are quite happy
that they have nore than before the NEP

But that was nore than 10 years ago. Since then, the vagaries of the
gl obal econony have exacted a heavy toll on our success. As a result of
the 1997/98 regi onal financial crisis, we are poorer

In addition to the w deni ng econoni ¢ gap bet ween t he Buni puteras and the
non- Bum puteras and the rift between the rich and the poor, irrespective
of race, we are being threatened with yet another divide - the information
divide - as a result of the uneven access to i nformation technol ogy.

After 46 years of independence, living under five Prine Mnisters and
doi ng exceptionally well for oursel ves, we shoul d have enough courage to
be nore truthful in our thinking and acti on.

We shoul d not sweep things under the carpet because they are unpl easant
or because we want a big victory in the el ection.

( END)
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