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Key players in the saga

/Proton Hold\;nﬂgs Bhd

The first Proton hit the streets in 1985 to a mixture of fanfare
and scepticism wrapped in nationalistic pride. Sure, the car
that went on a nationwide roadshow (pun intended) was a
rebadged Mitsubishi Lancer. But there were bits to it that were
all ours and, of course, the ubiquitous insignia with the moon
and star was all Malaysian.

With the benefit of hindsight, it would be easy to classify
the launch of the-national car into the teeth of the 1980s
ecohomic recession a calculated error of judgement. Be that
as it may, Proton persisted and eventually it thrived — until
recently.

With the announcement of a net loss of RM12.4 million

- for 1Q2006, the point was driven home that Proton needs
help — urgently. A hole was exposed and the worry is that it
will ‘get bigger and bigger and Proton itself could implode
into its own miasma.

However, helping Proton is not a simple proposition.
For one, Proton is an automaker, one that does not make
enough cars to make economic sense, is subsidised by car
buyers and has become reviled for continuing to produce
aged models at prices that are higher than spanking new

- and better cars overseas. On top of all that, it exists in an
environment that has embraced the Asean Free Trade Area
(Afta) agreement.

The effect of this convergence of events is, the govern-
ment is not in a position to offer Proton crutches that will last
indefinitely. In fact, the crutches have to go by 2006 ideally
and 2008 at the very latest when World Trade Organisation
(WTO) rules kick in.

So help is crucial and Putrajaya actually knows where to
find it — if it wants Proton to survive, that is.

Sime Darby Bhd

The mother of all conglomerates, Sime Darby Bhd has not
been known for its adventurous streak — other than the ill-
fated foray into banking back in the mid-1990s. When Sime
emerged as Proton’s possible solution, there were the odd
sceptic or two who wondered just what difference this was
going to make for Proton’s fortunes.

While the sceptics would be prudent to worry, the fact is
the Sime of today is a different animal from the Sime of a
couple of years ago. Management talks about focus and has
thus far proven that it is serious about shedding non-core fat
and concentrating on lean and meatier business.

Of all the companies listed on Bursa Malaysia, Sime is
perhaps one of the few which has the desired combination

of traits to take over Proton. It has cash. It is experienced

in segments of the auto sector. It is helmed by a pragmatic
man, Datuk Ahmad Zubir Murshid, who would not think
twice about parachuting an appropriate individual into a
Sime division, regardless of nationality or race. For him,
the ability to execute a job would be the ultimate consid-
eration.

At the end of the day, this is probably what Proton needs: -

most — a pragmatic shareholder who will not be bound by
convention, policy considerations or sentiment when making
decisions. At the same time, the shareholder needs to have

that elusive quality .which can only be described as

“Malaysian-ness”.

Volkswagen AG

The world’s fourth largest automaker put hope into many a
Malaysian car buyer’s heart when its memorandum of under-
standing with Proton was signed last October. Not only does
VW make well-received cars, it has also a credible track record
as a company that turns around Third World brands. For case
study, Google “Skoda” and “success”.

In a nutshell, a Skoda tottering on the brink of financial
oblivion in 1991 was rescued, restructured, re-engineered and
rejuvenated. For those who may remember those Skoda jokes
of old, take this: Skoda’s Octavia won The Most Beautiful Car
of the Year 2004 in Milan.

So if partnered with VW, could Proton survive... or suc-
ceed as the truly global brand it has thus far failed to be-
come? The answer to that question should ideally dictate
whether or not Putrajaya finally lets VW come in to Proton
and take it over.

Hyundai Motor Car

Hyundai would be the motoring equivalent of China — an
upstart in a world market that the established players don’t
quite know how to handle.

Those were the days when you bought Korean cars be-
cause you couldn’t afford anything else — other than a
Proton, that is. But today, there are those who can afford
non-Koreans but choose to buy Korean because they offer
value for money. The cars look snazzier than they ever
have and have features that are comparable to competitive
models.

More importantly, Hyundai appears to have got its over-
seas strategy right, having broken into the American market
— profitably. Sure there are those who say that Hyundais are
sold largely in poor neighbourhoods, but looking at the com-
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How will Volkswagen and Hyundai fit into the overall plan for Proton?

pany’s track record, there is every reason to be confident that
its image should impreve, given time.

But for Malaysia, the question would be, can a Hyundai-
Proton tie-up add value for Proton? If the idea is to buy
Hyundai’s platforms and manufacture Proton cars on them,
questions should be asked on how Proton and Hyundai
would fare side by side, especially considering that both
operate in similar class segments. After all, Hyundai al-
ready owns KIA Motors, the car most regard as “one up
from Proton”. Thus with a Hyundai tie-up, how would Pro-
ton be positioned?

Khazanah Nasional Bhd

There are those who would say that Khazanah Nasional Bhd
became Proton’s largest shareholder by default. In 2002, it
took over a 24.4% stake in Proton from Petroliam Nasional
Bhd (Petronas), which pushed it into the big league as the
controlling shareholder of the national car company.
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Petronas, it is said, found it difficult to work with Proton’s
chief executive officer Tengku Tan Sri Mahaleel Tengku Ariff,
who was known to seek the then Prime Minister’s consent
instead of his board’s.

Khazanah, too, would find Mahaleel difficult. In early
2004, there was rumoured to be an attempt to oust Mahaleel
from the board of Proton, led by then Khazanah-appointed
Proton chairman Datuk Abu Hassan Kendut. Stories in news-
papers then were headlined quoting Mahaleel as saying, “I
am still CEO”. Around then, former Prime Minister Tun Dr
Mahathir Mohamad was appointed Proton adviser, an office
he says he was asked to hold. Publicly, an uneasy accord
seemed to have been reached, with Mahaleel and the board
co-existing with the adviser. By the beginning of this year, it
became apparent that the situation was still volatile. Abu
Hassan resigned as chairman, many in the know say, in frus-
tration. Mahathir himself said that Abu Hassan and other
directors claimed that Mahaleel was “non-compliant”.

With Abu Hassan’s resignation, Khazanah installed incum-
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Azlan, the former chairman of thighen uala Lumpur Stock
Exchange, a man known for his no-nonsense style, went head-
on with the CEO. This time it was Azlan who persevered and
Mahaleel whose “contract was not renewed” though Mahathir
repeatedly referred to his “dismissal”.

Now, Khazanah stands charged with the task of ensuring
that Proton continues into the 21st century at a time when
age-old crutches will have to be removed. Khazanah is also
in a position to decide whether or not a foreign partner will
come in and what form the partnership will take. None of its
decisions will be easy to make but without the luxury of time
or many choices, Khazanah will have to make an announce-
ment sooner rather than later.

Tun Dr Mahathir
Mohamad

If paternity had to be established,
Mabhathir would be the man most
would identify as the “father of Pro-
ton”. It is historical fact that he im-
plemented it against strenuous ob-
jections from the highest levels.

Under his stewardship of the
country, policies were implemented
to ensure that Proton was allowed
a smooth ride at the expense of the
ordinary car buyer. Debilitating im-
port taxes were imposed to ensure
that competitive models were priced
out of the reach of the average Malaysian car buyer. Proton
thrived in this environment.

In his defence, it should be pointed out that while he cre-
ated the chrysalis for Proton to ready itself for the world mar-
ket, Mahathir was not in a position to ensure that the com-
pany was actually getting itself up to speed on quality and
perception issues — perhaps, the two most dogged faults one
could find with Proton.

When he was appointed adviser, Mahathir came closer to
the national car than he’d even been. This was when he came
out, critical of government policy, some of which had been im-
plemented under his tenure as Prime Minister. At the same time,
true to form, Mahathir has been consistent in his defence of
Proton and those who have managed it over the years. He has
made it clear that in his opinion, at least, the agenda behind the
company is worth the price Malaysians have paid for the last 20
years for expensive foreign marques/ a
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