Mier: No need to abolish AP, but it needs revamp
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DESPITE the shortcomings, most industry observers and players do not see a need to abolish the Approved Permit (AP) system, but have called for its revamp in the National Automotive Policy.   Malaysian Institute of Economic Research (Mier) executive director Emeritus Professor Mohamed Ariff believes the solution is not to scrap the AP system, but to ensure there are proper checks and balances to prevent abuse.   

“The AP system can fit neatly into the New Economic Policy strategy to create bumiputra entrepreneurs, especially in the automotive sector, which has long been dominated by non-bumiputra players if the scheme is well designed and implemented.The AP system can break this monopoly and introduce competition that will benefit all consumers,” he noted.  Ariff suggested that allocation be done on a transparent open tender basis subject to a set of clear criteria that might include core competency, experience and performance.  An even better option, he said, would be to auction APs to bumiputra companies.   

“This market-based instrument can ensure that APs are distributed efficiently. It will also mean that only the more efficient companies can buy the permits and profit from them. What's more, this will generate substantial revenue for the Government,” he said.  Malay Car Importers and Dealers Association (Pekema) president Datuk Abdul Hamid Ibrahim concurs.  

“The AP system helps bumiputras to participate in the auto business. It will also enable Proton to grow and compete in the industry by limiting competition from foreign cars,” he said, noting that the AP system had been abused.  Pekema hopes the NAP will ensure a fair distribution of APs. There are currently 82 companies under Pekema and we are only getting about 8,000 APs a year, with the bulk of them allocated to newcomers – government-linked companies (GLCs) and conglomerates,” he said.  Citigroup Smith Barney analyst Azam Yahya said the AP system enabled the Government to monitor car imports to ensure local industries were not compromised, as well as to stabilise the country's balance of payments.  However, he stressed that the award of APs should no longer be for individuals only, but more for public-listed corporations and franchise holders like DRB-HICOM Bhd, Proton Holdings Bhd, Edaran Otomobil Nasional Bhd, or to corporations institutionally owned by Permodalan Nasional Bhd, Employees Provident Fund, Sime Darby Bhd or UMW Holdings Bhd.   

“This should ensure a more equitable distribution of APs, while still adhering to the main motive of helping the bumiputras,” he said.   Maybank Research expects the AP system to be retained in the interim period.   We believe the AP system will only be replaced in 2008, at the earliest, to give the Government time to study the issues relating to the system and potential replacement systems. There is also a high likelihood that APs will be granted to GLCs to enable them to remain competitive,” it said.
