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PREJ'ACE

The pro e of the setting up of the se bly of motor

veMcl industry has been made popular in the De spaperr and sazines.
and the gen ral feelin acong t e public is that this industry is
desirabl in the sense that it provides employment opportunities. save

foreign exchange. deY lops anciUary industri 8, and so on. It is the

ai of this acade ic exercis • to set industry in its true perspective,

and to analy r the point of view ot the industrial development
programm , the desirabilities and the undesirabilities that thi industry

may bav •

The author has gathered evera! important facts about this

industry trom several sources, ong which are the Federal Industrial

Davelo nt Authority and the! iff Advisory Board. Various oth r

literature regarding this industry are also available in periodiea.le

and gazines. Besides articles written Oil the as bly of otor

vehicle industry in Malaysia, there are al 0 articles itten about

automobiles industry of other leading countries producing motor vabicl •

!bee articles serve a very great purpose lor Ids acade ic e� rcls •

The author has al 0 written to the Malay ian Motor Vehicle Ass mblers

Association for facts and figures, but unfortunate has ot been granted

much figures.

The ata1n difficulty in doing this exercise is therefore the lack

of up-te-date figures to substantiat certain partG of the argum nt.

Nevertheless. the author has resorted to estimates made by the MMVAA at

the tim the Aasociation was specul ting for the setting up of the

industry in this country.

Very bro dl1, thi e rcis 1s divid d into two parts. The first

part deals with a descriptive account of the industry, embodying Chapter I

which describes the industrialisation progr and ho this &8S bly

industry fits into the progr e, Chapter II, which d Dcribes the nature

and structur of this industry, and lastly Chapter III, whioh d crib 8,

well as analyse. the ftrious gov rnment incentives that are ott red

to thin industr;y. 'l'h8 second p:lrt "ill be S8 n in Chapter IV whare

several analyses are ud bnsed on tho genorally accept d clich8 such as

"emplo,m nt opportunities", "torei8'll""oxchange Tinge", "dev 1 nt of

aacillary industries" and also "the de d tor otor v hicl aft.

Chapter V is a concluding chapter and the author has done this

by summarising the p1 ce of this industry in tho industrialisation

progr t S well as a summary ot the discussions on the evaluation of

the industry.
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CHA.PfER I

M01'OR V tCLE ASSEMBLY AND INDUSTRIALISATIm

Industrialiaa.tion in

It is a common teature among developing economies to place much
lianc on in uatr 1 d velopm t s a eans tor accelerating economic

growth. '!'he,. b 1i Te that industrial deye10 nt can help thelD to
diTer ity and hence become 1I0re selt-sufticient, add to their leve18 of
,..tional inco and help th in solving unemplo1l1 nt preble_ tor their
lq)8.Jlding population •

...........-...·0:01 8 OD of these cOlUltrlea t . t place iJDportance on
industrial development. In tbe words of t First Malaysia Plan, flIt
national incolDe and mplo� nt are to rise over the next twent,. y are as

envisaged in the Perapecti.,e Plan •••••• , conalderable atruotural changes
.. in the econollY rill have to occur, with industry accounting for an

increasing share of th total. 1'be promotion of acc ler-ted developaent
ir. manufacturing act:h'it1 is therefore important •••••If

Ilence the caae tor industrialisation tor Malqsia is clear.
B r econo has been extremely over-dependent on rubber and tin tor the
jor part of h r gross national product and employment. Rubber pric

ha been declining' tbe t.o.b. export unit value of rubber was 65."7 cents'
a pound in 1966, but it declined to 54.16 cents28 pound in 1967 and
declin d further to ,52.4 cents a pound in 1968. In the case of tin,
production is exhaustive in nature. Thus in view ot 'these cases it 16.
realised that this 0 r-dependence upon rubber and tin could be detrimental
to economic deY lopment. � reduce this dependenco on a tew coamodities
as weU as to d1" Birr the eeonOlQ't it was totmd that developalent in the
industrial sector would b neceSBar1.

12', patagrapb ",.

2Mont ta latical ettn or eat Mal 81a, October 1968.
Th pric ot ru b r had recoyered sinca March
haa improved to an average ot 57.6 centa a pound. 'l'he pric. had since
continued to iApl"Ov. trom this ldgh level and even touched to 11 cents
pound on Februar:y 24, 1969. !he fact that rubbor- price had 1"8c.o"ered so

strongly aince March 1968 does not nulUfy the argument that the price of
rubb r had b en declining. In 19601 the pric of rubber was 108.08 c nta
a pouad and it drOpped teadily to 6'.54 in 1961, 78.20 in 1962, 72.43 in
196" 68.11 in 1964, and 10.1, in 196'.

See also Bank Resarp. Annual Repsrt, tor th 1e s 1960 to 1968.
- 1 -
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Equal17 iJIportant is the proTision of eaployment that
de. lop nt in th industrial sector � to otter. lth a populationincnase of about, per cent annual.l.7, 1t would be btpos ible for the
gricultural eto:&" alone to abeorb all the resultant increase in the
labour foro. ith indUstrialisation, part of thl increase .In populA-tion rill bsor d into the industrial sector. This seotor haa been
e i t d to provide ample � tor about 10 r cent ot the conomioall1ott.e population ot MalQ18ia.

Another argwaent cited as the case for industrialisation in
i io that t Malai ian standai"d ot liring has bee! rising etead:ily

d this ha raised the demand tor lIWlutactU1"ed produots. It h r
industrial e was narrow as in the early 1960s. the situation .-oul.d be
that on t one hand she would haTe to 1!'!POrt these lIfUlutaotured produets
eel on til other she would hitTe deoIli'1inc coCllOditt teru of trade to P&1
tor her illlporta. 'l'his was .hat xactl1luq?peaed 1ft the .ar� 2.9608 .hen

uraoturing otlTity was still saall aad?tbis partly explains the d rlcit
in her balooe of p81Il8nts ot those lears. Bence de.810 nt Ui the
1ndustrial ector.aa round to be necesSU7 so as to peraue the objectiYes
ot import au titution and oonaequentl1 expo� promotion.

ltE.t. eelmpt. hdytrialleetlon in !fa1Nsia, Melbourne
UniTOrsity Preas, 196.5.

5n.r t Mal&.ia, Pl!!!, page 8,_ puoas:raph 192.
A breakdon of population bi8>. SZ'OUps will show the percentage tor which
eaaplO1Jllent mU.at tie prodded. in the '"" to COII&. OYer 44 per e nt ot the
popula ion are below the asa ot 14 and SOile 2, per C8Ilt are bet••en the
ages ot 14 and 30, In other ft:rda, it is the aspirations of this 10 per
o nt or 0 which De d to be satisfied on a priority basia.

6yet uother U'SUMnt cited is the cons q enee of the British
pullout. Although Britain offered £25.000,000 tor the withdra al ot her
c i nte in M8.1apia, it 18 e ti_ted that this will till about 0Dly a
third of the gap lett behind,. i1e two thirdS ot the pp will baTe to b
proYided by h r own resouroes, It is also eeti ted that to ewshion the
ettect ot th withdrawal, lalqeia needs to in.,.est t 1 t 1600 mUlian.
Howe..r. We argwll8nt is a utter fer urgency in iftduatrial de.,. 10

Sa Asian Trade and Induatu, Vol. 2, 10, 2, page 27.
A Quarterl, Trade JourDal �'b1iehed bl Federal (South... t sl8) Corporation.

7Obserring the Bank Besara Annual. rt tor the ,.eare 1961 to
1964 will ft.eal the .tead7 deterioration of the 'balance or paJllenta. '!'he
ye 1961 ked t turning point troll Cun' nt surpluae to deficits.

- 2 ...
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To accel te ita pro expansion. the
ernment ought the 1st C ot t Col bo Plan d the lTnite Nations

tor experts� to undert e f. asibUity QUrV8, ot the induotZ"ial pos.ribUi
ties. e Industr 11 lop t Diviaio. t up in iniBtry ot
CoI!II!I8J�e and Induet17 to und riake the proeotion of new industria. !he

8O'V'8 nt also established th edoral Indu rial Development Author1t,.
(J'IDA) with a rie. to promotin d 00-0 t 1nduotrial development
in lo.J i t and to adri i the 1inieter of 00 �ce and Industry on

po1iei a relating to in tri d01\ 10 ut. undertake varioua other
tunctio s al 0, 1$, ad rial pI 218, at blis ent 0 industrial
est t s, identification ot tndu trial possibilities thrOugh spocific
feasibUity studies and pre-in at ent DUrv yo, evaluation ot project
propo s for pion r t tUG and othor incanti" a. and indQ.atr a1 promotion
aetlrltlos both local

.

well abroad. In addition, rInA p1� the l'Ole
of clearing house bet e n foreign iDdustriali te with technical know-how
d capttal on th one d and local ntropren ur and in.,eetol"S. on the

other.

- , -

Financial tacUlties are ott red by :loue co_roW banks
in sia. Besides these, inBtitutionn like the Mal.ayaian Industl'ial.

Devolopment Finan_ Derilad (MmFB) (in hiCh botb t1i8 gOft
.

t aDd
several pr1wte tnt l"'ftat-ional baDk8 aDd. insUranc cOllPenie ha'li iDy. ted)
was tom d to extend meelium and 10llg term credit for inauatrla1 de,. lopment.

1'he follo ing BUDaarizes the !neeDt s and facilit:l8s which

provided by the GoyeJ'ZUlllnt in order to attract industries.

(i) Pro ion of income tax reliet from two to five y ars

UDder tho Pioneer Industries (Relief from Inco 'fax)
Ol'dirlance, 1958.

(11) Allowances ot tree tran ter of capital and earnings
within the Stellng Area aDd with adni..mum ot control
to or tros are outside the Sterlin Area.

(iii) te of protection to foreign inft taents 1lAltU.l;lIIt
priation.
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(iv) Provision ot tari�t protection to de rYing
1 cal industries, gretins ot i rt-4ut,.
exemption for Chiner;r and. ill SOllIe case.,
tor raw ter1ala tor industrial. dey 10plHftt"

(v) Provision ot protection agaiIl t dWlPina 1)1 foreign
export :l'B.

(rt) no of an Customs Union to
pel"lll1t the h'eO now ot goods ,,1thin Mala3'aia.

(vii) v 10 nt ot industrial estates providing
che p and rea4111 Yailabl. serviced sites.

(Yiit) v 10 _t ot ot r basic ae1"9'icea to industry.
ch as roads. port • po r and cOllllllU!1ieation

to eilit1es.

(il[ Prorl 0 ot loan facilities tor 1ndustl"1 through
th apeci� established sian Industrial.
D velo t Finance Limit d (MlDrL>'

On b 29th 1968. the In est nt Incenti"'e Bill.
1e elated. !b Bill proYide a 't'ariety ot incenti to indu a gr at I"

and ore rapid flo. ot aveat nt-a end to nc� the expansion ot
expgrte in uiactures. Embodied in thi BUl are the proceciu.r tor
granting Pioneer t tu t the seo of .Moh Jl been extend d to nOll-

utacturing indutrie I the P ting ot Inv nt Tax e elit t those

t· t t not const d euitabl tor �ting pion er status, the

granting ot expo�cent v ., as weU rut other pl nt.al7' incentive••
B nee the GOTe nt bas de t ettorts in pr01JOttne in4iustrial
d elo nt.

The Extent ot I glisation

Since 1959. th utaoturing 1ndustri s haft grown to 1'183 an

important part in the COJlomic d ve10 �t ot Malay ia. Industrialisation
baa fnrther gathered ntum inee the to tion ot HalaJeia� ble 1.1
illustrates the steady gowth ot the mamatacturi.ng aector as percente.ge
of its contributt.o to he 6l"Oss domestic product. !be contribution ot

the manu! cturiftg sector to the gross domestic product res t�. 8.5 per
cent in 1960 to 9.7 per cent in 1964. rm4 to U.4 per cent in 1967.

t the tHe t the II ber ot lected e.t&bliahments and the
net valu of their output indicate signitic :t inc .usee througllout the
period. 1'!1e value ot output in 1966 in t ct more tbaa don le that ot 1960.
&Rplo nt figure also indicat signifioant !ncr as 8.

... 4 -
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TABLE 1.1

, MALAYSIA

1960 1961 1962 1963 1964 1965 1966 1967

421 444 495 547 613 ?09 m 864

8.5 8.2 a.7 9.1 9.7 10.4 10.8 11.4

MILLI

"GAP

2. CXPAL SfA �ICS
OF HANUFACTU 0
INoo TRIES. COVERED

ANNUAL SURVEYS.

NO. OF FtJLL.o.TI
� 43.5 45.3 53.8 58.8 64.6 68.2 70.0 87.1
(THOUSAlJD)

•

At cons t pric

- 5 -
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PI ER

MALAYSIA

NUMBER or PAID EKPLOIEES

1960 32 2,240

1961 44 3,235

1 2 68 ".769

1963 85 7.171

1964 91 9.960

1965 101 12.149

1966 112 15.010

1967 126 19.,4,

1968 142 22,011

SOURCE. M S1 STA'l'IsnCAL 8lJIeLEVl!.
WSf MALA SlAt MARCH 1969.

!able 1.2 also 8UJIIIIal'i8e8 the iDOMuea of llllinutactu::ri.lli activity

silloe 1960. In 1960. the IWllber of establlabatmte that ha'l been graDt d

piene r etatu was 32. In 1968, We has 1ncremsed to 1'+2.· !hat is to

say, within a pentJd of 9,.,ar8, the DUllbel' of estabUablDeats that haYe

gr8llted pi r status ha-r increued b7 110 t tour told. At the

time, the nQlllber of paid employe s ha iii ased 'by about ten t 8.

9Aa at 10ft bert 1968 the nwaber of Pion r cOllpBDies that hay

caapleted �on..r period was 80. See rID • Malgsia Industri8l. Dipst,
Vol. it No. It. page 1'+.

- 6 ...
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- 7 ..

t industrie in Mal.qai light industries engagedprimarily in the production ot conaum r and intermediate goods. However.there are several other industries that can be termed as "heavy" and these
the petroleWD refineries. the tertilioer plant. alumini . rolling and

other buildiAg terials industries, an int grat d steel mill and the
motor vehicles eably plants.

Thus th is such a t DUDlNr ot establishment producing a
great variety of co odit! G. "eram nt's encouras-ment have been

g great role tor such extensive d velo ant in the industrial.
sector. Tb the nd of div rsif1cation of the economy and of the provision
of' emplo nt. the goYemraent 1s committed to provide nch encouragementto this sector.

As nn r to the GOv rzuaent's call tor ,industrialisation, the
asse bly of motor vehioles induatr,y was formally established in 1961.
Ho ever. it ust be borne ill mind that d cialons to 8 t up !8Bembly plants
haven in the Din of foreign entrepreneurs ainc. 1964. 1flso,aeee h1y operations in the t01'll ot a m1-bocked-down vehicles had started
so=ewh in 1965 wben the firm Cyclel� Carriage undertook assembly of
co rcial v hicle at P taling Ja;s •

The term "ass mbly ot motor ...Mel industry" OJ' tl s
terred to in this xeroise "assembly industQ f. includes thoae f1l'1DG

that are enga d in a sembI)" ope'l!i D of motor eara, e rcial. vehiclea,
trucks. otorcyel s and scoot 1'8. It should be Doted that the 8COpe of

Eastern EqOA01Iic .Ben. VI, April. 28th, 1966.

llvetWtion ot aemi-knoclc d-down. completely.knocked-down and
eo etely- uilt-up v h �l.s are d tined by the Taritf Advisor" Board
und r "Notice tor the l!'po£ta.ticm of Motor; V hieles," Sri.ill. cOllplet.ly
knocked-dom ...hiel are thoso ho compon nt parts are urt,attaohed to
other parts. These parts include tor example, the engine. the front and
!'e axle, mudguards, windscreen, tuU tank, speeclOlleteZ's. exhawst pipes
and mulfi.a, tal penals, roof' panels, doors, upholatq and so on.

S lIi-lmoc ed-down units are in the to of preasselllbl d abasia
d t.r in the countr,y of orisin. Oomplete�-built-up yehioles are

tho not 0 sified under the above definitions.

12S" Tariff Advi ey Board,' ritten and Oral: _ i�.nge, Road
Motor V hicl.es, Part 1.

IJOth r ..Mele. that can be includecl under this actint1 are

the ott.. d hicles suoh as teo s and other T"I v hiele. The
t ct that the demand tor th a hiol are veey low, as ling of th8se
vohiclos Ul be 011 order onl1. se Chapt r II.
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this industr.r doeo not include activities in building bodies for trucks

and buses, alinough theae aotivities have been undertaken tor quite
so time ago.

The Rol ot the Assembll ot Motor Vehicle In4ust£Y

Although the asaemb17 inclust17 is in its,gar11 stages ot

development, starting production only in late 196'T ,it is poulble to

assess the role pla1ed by this industry in the context ot economic,
social and political structures ot Malaysia. Experience in other

countries, for exmpl Australia, ma,y also b lp to asaesa the proper role

ot this industry. .

The first and most important role plaJed by this industey is

that ot meeting th nation's demand for motor vehicles. Table 1., shows

the Registration of Motor VehiCles for the years 196.3 to 1968. Between

1963 and 1968, wblch is a period ot six years, the growth rate ot the

vehic1 park in Malaysia has en a � pel" cent, resulting in a total

popul tion ot �,553 vehicles in 1968.

t. n 1963 and 1968, the growth ra of otoZ'C)"Ole and soooter

hips has been 60 per cent, while that ot motor car bas been

so ,8.3 per cent. This, howe..er. i& the attribute ot a rel.ati.,ely high
r capita inco • Buses have n expmding by 80 e 31.) per cent in

th six years and this big increase indicates increasing demand for public

transport. Commerc al hicles park bas incre sed by about 21.4 per cent

fro 1963 to 1968 and this big increase is the result of deve10 nt. in

industry and co rc"

The annual incl"ea88 of Ma�.ia'd demamd tor motorcycle. ad
scooters, basing on the 1967-1968 figures is: about 6.3 per cent. hile

that ot IIOtor care is about 7.2 pel" cent. Buse. and. ccaMreial. yehicles

bo h increases by 7.2 and 3.8 per cent respectivel,.. Most of the deand

originate in et �sia which accounto for more than 90 pel" cent ot

the natiOBts demand.

l'+AnnUal. SUl"Vey of Manufacturing lndwstries lIill aho. that as

'£ar back as 19;9. there ...ere alNady 16 estahlisbJllentB engaged in thie

activity. aeter CeMuo of Manut sturiy Indus,rifts in ,he Fed_ratiO!! 2'

Mala,ya 1959, page 11.

15Th dates of ucorporation tor most of the firms under this

industry W88 e.here in 1966. see 'farift AdYis017 Boards Written and

9DA !Udellc., Road Motor V.hicles, Part 1.

16fhis will b observed fro. a.veral articl.s among'which are

�tor Business ries, published by the Econo at Intelligence Unit and

Tho AutOlllOtiv Product Mfeufaotnrins IndustrY in Auatralia, produced by
Motf t Ad rtising Pt.,.. Ltd.

17For the simple ason that st Malayoi is ore developed
than East 8181" - 8 ..
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TABLE 1.,

IStBATION OF )I)Il'()R ICLES IN MALAYSIA

.--=c=__ u. ==. -- --=- �=.-

or

Oar roW

includiDa V hiele.
Total

1'ais

�
T MALAYSIA 112,086 129.681 3,'}2 35.' 1 280,142

SABAB It.8" 6,118 161 2,458 13.576

s 4,.590 4,408 224 1,182 10.404

TOTAL 121.S09 140,21' 3.12.3 YJ,2?1 304,722

l29!t
T MALAYSIA 142,7lt6 14'+,141 3,,4, 38.449 32.8.839

a 5,027 7.609 .343 2.,609 15,.588
6,047 5,428 24, 1,'35 13.053

!AI. 153. 151.178 4,129 42,393 357,480

MALAYSIA 115,8't2 l.59.517 3.763 41,8.54 ,ao,976

SABAH 5.361 8.696 :s6'+ 2.769 17,190

SARAI. 1.378 6•.552 268 1,419 15.617

'rOTAL 188 • .581 174.765 3.395 46.0'+2 't13,783

�
if MALAYSIA 21't,691 174.401 '.967 44,4U 437,410

".536 10.640 !a06 3,22.5 19.807

SARA AX 8,996 1,72.' 318 1,660 18,699

TOTAL 229.223 192.766 4,461 9.296 46.5,916

!22Z
Sf MALAYSIA 251.529 188,005 4,234 46,502 490.270

s AU 5,906 13,4.20 451 3.643 2),420

s Al 11,040 9.273 )49 1,98' 22,641

roTAL 268.415 210,698 !;'O,,, S2,130 536,331

�
I T MALAYSI 278,836 200,'fJ1 4,636 48,301 532,170

SABAB 5,819 15.886 �5 ,,618 2.,,148

12.707 U,274 365 2,289 26,635

fO'.UL 297,362 22.7,257 5,426 54.208 �.55'

CoIIpUecl tn.. Amlual Bulletin of Statistical • t Hala1aia. 1968.
AIIIlual. BIIllet1D of Statinies, Sa'bah, 1968.
Amlual. BulleUn of Statistics, Sara.at, 1968.
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Until 1967, th nation's demand tor motor vehicles is largely
satiati d by a substantial TOlum of new vehicle importa in the torm of

co 1 tely-built-up. At the end of 1967 when assembly operations had

begun. aome ot the imports ot motor � hiclea are in the torm of completely
knocked-down. hble 1.1 shows the consequent changes in the importa of

tor vehlcl trom 1967 to 1968.

TABLE 1.4

l' MALAYSIAI IMPORTS OF MOTOR VEHICLES

_-==:::ai:lt=-==-=-__== ...a=.....==-=.=== a=-=-====••aaa.....==

Description 1967 (unit.) 1968 (unit.)

Complete17-bui1t-up 13,76, 6,041

Completely-knocked-down 464 2.033

Semi-lmocked-doWll 9 UO

Special purpose vehicles 15 4

Source: Statistics Department.-

-These tigures are unpublished. TO arrive at these tigures,

it must be obaened that the oode nWlbers 732-101-1, 1s tor completely

knocked-down, 732-101-2 is for semi-mocked-down. 732-101-3 ia tor

cQmPletel1-built-up and so on.

In 1967. imports in the tOl'lll ot comp1etely-knocked-down and

semi-knocked-down together account tor about ,.4 per cent ot that ot the

completely-built-up. areas, in 1968. th imports in the torm ot

completely-knocked-down and semi-knocked-down together have risen to

about 36 per cent of that of cOllpletely-built-up.
t it IlUSt be noted

that this rapid ri e in the import ot units 00 letely..knocked-down does

not an that the demand torsmotor vehicles satisfied immediately by

vehicles assembl d locally. Rowever, it is expected that future demand

tor motor vehicles will be satistied by the locally ass mbled unite.

'!b. role played by this indust17 can also be extended to the

satisfaction of demand tor motor vehicles in the foreign market. The

regions adjacent to Mala7sia, for example, Indonesia and Thailand. are

l8Se• Chapter II.
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- u ..

great potential xport markets tor the produot of this country .19 As
such this industry i able to promote exports and thus earn foreign
exchange.

In te� ot foreign exclum8e-savings, this industry can be
cited as a case. The • ployaent of local labour and resouroes in

ably operations i olearly a saving of payments tbat would otherwise
be de to foreigners. 'l'be feature ot the industry is that lIAIlutactured
parts of motor vehicles a imported in knooked-down cOn41tiODS, and these
semi-aaanutactured parts are then aaeembled locally. using local labour
and resources. B nce, the tON this 1nduatl'1 takes i8 addtng ot mues
to import d selli-finished materials. In doing so, the induatJ7 provides
ellp10ym nt opportunities tor local labour as well as local resources.
In edt it was intended that this industry shall be �lprojeot which can

help the 80'91 rmunt in easing uneaploJllent proble....

Prior to tbe establishment ot the motor vehicle assembly industry,
there exist in this country eOlle firma ueins a\lt�ive component parts
such as tyres, tubes, batteries. upholst17 and paints. The establl8bment
ot the lIotor yehiele assellb� lndust17 will form the link bet.een these
ti s. To ensure this, the assembly induat1'7 is given an incentive tor
the us�,of a c rt in amount ot locally produoed automotive oomponent
�. In this "87, those firms that haye been producing automotive

parts for quite sometime but were not linked b,. common scheme, will be
interrelated with the establishllent ot the assembly industq.

19Singapore is not included since she bas her own assa hl1
1ndustn, and secondl7, there is no COlllllOn market between Singapore and

ia tor otor .,ehicles. 'As for TbaUand, although she has her OWD

as mb17 induat17 also, imports _de by S. dish Motor ASS8l1blies Sdn. Bhd.

recently indicates the prasence of export possibilities. See FIDA.
Mpla,ysia Industrial Digest, Vol. 1, No.3, 'l'hird Quarter 1968

2°1'his actually is not very true. Further discussions will be

made in Chapter IV.

2lrlDA, Mal.& ia Industrial Digest, Vol.l, No.3, 'l'hird Quarter 1968.

22Beeides these. the 1963 Census of Manut. cturing Industries

reveal that there are 11 establishments manufacturing motor v hioles parts
ODd accessories.

231'his incentiva is embodied in the As embiy !aX and .Ul be

discussed in Chapter IV.
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1'his is the so-called "backward linkage." However, as the

assembly indust17 grows. the industr;y that manufactures automotiye

oomponent parts rill also grow, with the expansion ot existing til'1ll8 as

well a th entr.y of ne. ttrms.24The resUlt of this is that ancillary

industries will be e tablished. Manufacturing now will not only be

concentrat d on automat! 0 component parts but also on a range of allied

component parts. As such his wfil bonefit not only the, aeumbly in4ustl'1

but also oth r industria that are, in 130118 way or other, meohanised.

The growth ot tb ancillary industries, with new entrants

co ing into the induotries, will pronde 8l"eater items of local oomponent

parts. As such it provides a t. "ourable atmosPhere for the gradual. local

manu! cture of motor vehicles. This will. ho eY&r, take a ver.y long.

period ot tille to go through but the establishment of the assembly

in<lu8try is the baBie for ultimate local manufacture ot IIOtor vehicles.

A case that can be taken as en example is the developments in the manufac

ture of otOI" vehicles in uatral1a.

The estab11ehlDent ot the assembly industry wiU encourage the

construction ot more and better roads, and these in turn will timulate

the asaelllbly industr"J through a flourishing road ti'an8pOrt industry.

om the point of rie of delenc as well, this induatr;y is .., l"1 rital,

in vi • 01 the fact that the outgrowth ot this industr,y may be able to

provide a steady supply ot automoti". parts tor llUitary
use in, ti s ot

en i. That the asseablY' industry would encourage oth r industries

build a skiUed labour force a:nd st1llulate technolo81 is endent.

Lastly, the e d.stence ot this industry ahows the local d mancl

t r cars, and this is point r ot the rilSug _tiona! standards of 11'ring.

As suoh oyeraeas aDd local izwestora will haTO greater confidence in the

future ot Mala,.aia.

241t will be noted that this is the intended developments. So

far, this stage baa not been arrived at, although plans have been made

to encourage the establishment of t�se industries. Further discuBsions

on this is made in Chapter IV.

- 12 -
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NATURE AND STRUCTURE OF mE ASSEMBLY
OF MOTOR VEHICLE lNDtl TRY

In this chapter attempt is de to present clear picture of

the nature and structure of the sembl,- of motor vehicle industry with

particu.l.ar r torene to the o.ssembly operations of motor car.. As

d fined arlier in Chapter I. the assellbly industry covers aU those

tirm:J that nga d in aseemb17 operations ot aU tne of motorised

Mcles. BOlI4,lTer. in this exercise, it i8 Dot possible to cov r all

thea til"lllS that engaged. in assembling of the yarioua �ypes of IIlDtor
vehicles. !hUB III1ch of the reterence in this chapter is made on the

so bly 0 ra�1ons ot tor �S.

It is Dot wrong to tip ak ot the e.b� ot ;tor car. as

pr ent tiT tor tile wh 1e of the m 11 iAdutl'1. For one thiag t
the d IDimd tor motor ears in this COUllt1'7 eOllPri d ore thAn ?O per cent

of t e total tio de tor motor vehicle a .hole. Hence, the
major part ot the uS8Ilbl1 iDdust17 COlUIists of 'the aasemb17 operationo
ot IIlOtor cars. 1'01" another thing, IIOre thin 60 per cent of the total

inv stment iIlT8sted in this :l.ndust1"1 goes to the .....bl,. of IlOtor oars
because passenger car asa8Jllb� operationa deJDaDd expenslye t1pe ot 1
quiplltnt. In other ..ords, this is where the real 1,nYeataent lie.. As

c d .ith th a mb17 of moto1"C7cles aDd scooters, the assembly
o tiona of tor cars are 1"8 e ex in. th :l.r technical &pects. It

will be not d th3.t in the calculation mad. in Chapter I of tlle 4811aJld for

tor care a rcentage of the tot demand tor motor 'V hiel s, the

d mancl tor motorcycles anel scooters as a peroentage or the total dellllUld

for motor vehicles hay be n excluded. 'this is in new ot i;be greater

CODce t tion ot in tMnt in the use ibl1 operationo 0 otor cars than

th aasellb17 Op8ratiODB ot IIOtorctclea anel scooters.

This is not to exclude asMJab17 operatioas ot other v.hioles

c etel, out ot the picture. The disadvantage. of making reference to

th assellblr 0 one t,-pe of 'Yehicle only is alized when it is tound

that it not be blc to give a good picture when anal,sing tor the
whole assembly industry. But certain gen ralisations can be made with

spect to this 1Aduatry it particular reference is made on one aspect
ot it. nerthele., where necesBar1, ttorts will be de to reter to

ass bly operations oE other typ ot vehicles as ell.

- 13 -
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developed economies lilt the U'llit d S t e or ustralla,
__IUly 0 r tlcms are ca ita! int.n 1"e. t in developing cOWltrie.,
t 8 0 r tio should be 'ri " d in the cODte� of proTiding elllplolllent
opportuDitl s her capital etficiellC1. For in t se eeon es
18 our st in bundance while capital is acarce. In his
e" nt of utili.ing the IIOre abundant re cure s in dey lopin economies.
the 1ndu ry, at the time, helpa to ease the burd n ot Ullellpl.oyment.

end c_hined. ett ct of eaaployins local labour and resource
1. t t the end product will be inflated with local values. Consider th
case where motor vehicles are imported in th torat of oomplete11-built-up
un!t • t ecoftOlQ' would hay lost all of th se valu to her exporters
of otor vehicle8, d hence her labour and re80urces would baTe been
deprived ot thelr utili tion tar as thi8 induatr,r is concerned. For

ple, the c.l.f. pr'lee for the cOlipletel7-Jmocked-down pack of Angl.:1a
Del Sa ,1 12,481.00.· !he C,l.t. coat ot the same JIIOdel but
compl 17-buUt-up is ",377.00. !bus the diffeNnee between theN 1a
th �u that is added to the cc.pJ.ete�..knooked-down packs for a built
up whicl. Ttl 8e values u broken dOWD into labour co ta, direct
lII8.t � d supplies, d preciat10n ot fixed sets and. ot oyerhe d
cap1 •

In essence t ,the nature ot the induatrJ:I. value ddecl.
deY loping econoll\Y, the setting up ot the assembly industey i.

the fore gai.ntul. approach ill that 1t 1s a toreisn-exchange- ring
Itt rpri • 'rhis can be seen when toreip exchange outl.a1s per unit
of motor vehicle will DO" be le thaD betore t when imports we of
co pI tel1-bullt- p condition.

2m account in this process can be read in 1'a.r1tt A4ri. ry
Board. ri'ten and Oral. Evidence, Road Kotor Vehioles. Part I. under t
que tioJUUUne sent to Fori Motor dOii;iiii ot tq t Ltd.. page 6.

'!arlft AciYi80Z7 Board, op cit.. 34.

4fhe ctunl.
ason for thi is

u. added 1 be gr ter than this dlft renee.
cuss d una r the di d Prices.The

- 14 -

Univ
ers

ity
 of

 M
ala

ya



'Tarift AdTiSOJl'1 Board, itten aU Oral Endence, Road Motor

V hiCl,es, Part 1, und r the saction on 'Background on Motor Vehicle

_LXJ.bl)', t page ,.

6p&lialleDtarl Debates, Vol.,. No.1. page 21,

7Tarift Advisory Board. op oit., und 1" the section on 'Background
on fotor Vehicle Aase bll', t page 3.

s.. also Far Eastern EcOD

8
A list ot ass bl r ot tfh. vy" machinor,y is not available.

- 15 -

Historical

In Mal ia the ass ibly industry consists ot six plaftts
assembling otor cars and light cOJllllercial Yehieles, tift plants assembl

ing torc101es and. scooteN and two plalits assembling uheavy" machinery.
such as traotors and trucks, giving a total ot thirteen plants. As

mentioned earlier, the aaaeabliDg ot truoks from selli-kaocked-doWD

conditioD have started since 1965 by Cycle and carriage at Petaling J&1 •

This was, howe.er, carried 011. small scale.

The in!tial. tor the stablisbllent ot the motor whicle

ass bly indUstry began in SeptemHr 1903 ( 4.1 tel1 atter the tonsatlon

of MalQ's:ta). whell the GoftZ'llMDt auoUDced its intentioll to enco�ge
the a t bll hmellt of ZIOtor vehiole assembly plants in this countl7' �a

, first step was made when Arthur D. Little Incorporation undertook teasib1l1t,
tudies on otor ....hicl. asse 11, incorporating on raw materials and labour

....ailability. production COSt8, IllUket possibUities. iIl....sta.nt requiH- 6
nt and related tters that will be ot use to intenated entrepreneurs.

Following the studi.a, no real action. taken 'UIltU in

JanU8l'1 1964, when a _eting ot the Malayeian Motor Vehicle As_mblere

KIN:;QCiation and Go l'IUIl nt p � ntati a was held to dratt suitable

def1n1tiona cOfllring m-knOCked�wn. completely-kDoclced-down and

built-up car t t, eke and tractcra_

SuccessiYe tinp hnd taken place bet. on th KMVAA and the

Taritt AdYiaor,J Board on the �u.stion of protective tariffs and quota
restrictions CD cOlipletely-'buUt ...up aDd aemi-knocked-dom Tehieles. The

r port by the Taritf Adri ory Board on. motor vehicle u80llbly led. to the

GO'f'ernmeDt's policy announce.ent on May 28. 1964. The GoY81'D1lent incentiY8S

e bodied in. this policy announcement Ifill be discussed in OImpt.r III.

'l'h structm of Motor Car Assembly 2m!rat1ou

A list ot the assembl.rs of IIlOtor07cles and 8coo'ters ia supplied
in ppendix 1. The six assemblers of IIIOtor cars area-

l. A outed Motor Indutri.s (Mal.ayaia) SendiJ'ian Berhad.

FactOr)" sitet Datu Tisa. S.1ansor.Univ
ers

ity
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2. Sharikat Fiat Distributors (Mal.Eqsia) Derhad.
Factory sitet l'ampoi, Johore Bahru.

:;. Chaltpion Motors (Ha1ays1a) l! ndirian Berbd.

actoey iter Batu Tip, Solangor.

4. Swedish Motor Asae bly Corporation Sendirtan Borbad.
r. ctory site. tu Tigo, Selangor.

5. Capital tor AD bly Oorper tion SeDd1rian Berhad.

notory ite. 1'aIIIpoi, Joho Babru.

6. Asia Automobile Industries Sendirian 8erbad.

Factory sit , Petallng Jtqa, Selangor.

'!'wo points should be noted hero. Fir tly. these six as IIblen

are al 0 inTolvod in the as ibl.y of c roia! vehicles; one of them,
that is, Sbarikat Fiat Distributo (�1a) rhad also undertake the

asse bly ot cootera. s.cO!idl7, th are other ntrepren ur who

undertake the a88 bly ot pass nger cars und r contzoact arrangements with

these six approv d asse blers. or emmple. the Japanese M1tsubi hi

Heavy Industries Ltd. useable tb ir Colt � and 1500 under contract

nrlt"l.UlgemGDt with Sharikat Fiat Distributors.

bl 2.1 shoWS the six B mbl. rs wi h their authorised end

paid-up pltal. the curre t p8l"C ntage ot local and t01}&gn holdings
and their Dature at connections .ith 0 reeas companies.

10
Since current figures are not yailable this table is based

on th reply at the questiolUl8.irea s nt by Tarift AdY1so17 Board in 1964
t tin!tial etting up of th Ese bl,. industry. ot. that most of

these figures are IlIade OIUoot1mation. Cnutlon therefore muet be taken

into aocount wben makinS certain general! tiona. !he purpose of

p nting this t b1e is to giv 60 idea ot t e general structure ot

th industry.

- 16 -

Univ
ers

ity
 of

 M
ala

ya



••••

T sao IN E SIX ASS S AUTORlSED ID PAID-UP CAPn'AL, THE CUtmEN'l' PERCEftAGE OF uX;ALD row HOLDINGS Arm sra NATUBE OF �'l'l S OVER S COMP IES

• pe
...2Iftth:Ia:... ..... ....._._......

5,000,000

Lia1t8d�

I.tan of CoaI1ectiou with
Oftraaa CoIrpale.

MaD� Ap'....at. with
a) British Motor Corporati.oa Ltd.
b) deDenl Motor Corporation
c) £e:rlaD4 Motor Corporatioa
el) JIIgle Ia.alt

uthori d P, d-Up Current Percentap
of Local andG ;pita! C pital Foreip Baldings OIIJlerabip

el) ( ) Local oreign

Joilltl1 Oned by
Motor IIlftataeata.Ltd.ustrie 100,000,000 8,000,000 100 .. aDd
".8l'Ile Brotbera Ltd.
Oil a cOIUIOrtl_ baaia

Sharilcat i t l>iBtr1butors .A. -

e iOI1 Motors

dish Motor

Capital. Motor bly COrpol'ation

100

8,500,000 • • R.A.

Hake Allee� .\sN...ata with
a) '.lJcawaseDnrk A.G. o1faburS,

at GenaD7.
b) BoYer� Ltd.

Solihall, U.K.

Opel 1J:oucJI1_

bUe Induetries

(1)
10,000,000 (1)

50
(1)

50
JoiDU1 on.ed b7
Aa Vol'fO CJotheaburC and
Federal Auto Co. Ltd.

(It)
rcecleB haDchiae

10,000,000 (2)
50

(1)

(2) Approzimat�on.
(,,) Also CAU«;IIII;l'1!I

(2)
SO

100 -

t b1sh1. Cars und r Contr ct agre III81lt.

(4) Al aos bles Peagot.
•A. •

• See Appe:D4iS II •

d Oral

- 11 -

Univ
ers

ity
 of

 M
ala

ya



Aaoemblers and th 10 lIode18 ot

Th sources ot terial.s or components ueed in the aaseabl1
are baa1cN.� of t 0 types. e first is the impor ed teriala &ad the

eoond is local trials.

Boae 0 he i
lido t ho s and doo t , door

ela and deco tiv penn!a ,
component parts t heels and 8 to.
tu s, b tteries, paint or eel, • 80ft trims such as h adlininge,
crash �, door panels, tron and rear paD 1 tray , up olet17 8Ild at••

others. Ho ver, not all the li t local component parta are used

bT some asse bl rs; tor so • th ir ls Q,uUo ill rt d co ent

parts. This e du to fterent specific tiona between foreign and

local ports and also IJIJ:f b due to tb require ts set out by th
ufnc rs tIs.

, ody atetal. peDals, d ck

,st ring colUl!ln, inetrutt nt

ponent �tG com trom various countries, depending
on the l'JIlkes of the Meles. '!'hese countri s can b observed in. table 2.1
Bri tl , trom Tab e 2.1, th re are six countri 8 fro which these parte
come from. TheY' United 1tingd ,Italy, eat Ge�, Sweden, Japan
and Australia. Loc81 co ponent parts on the other band come from a

number of 1 !�tablis t as indicated in the Suney ot Manufacturing
Industries 1967.

Ownership and C ntrol

It will be thousbt tba since aseemb� is de on the basis that

materials !DUst be irlported from 0 rseaa. the firma that undertake aaaeabl1

oper tiona IlUBt be torel owned. Thie howe"r, i8 not aPPlicable to

Mal.a1s1a since her GoverDlll8nt encourage :at cturing actiyit!ee to be

undertaken either with who1l1 local capital or under a joint-venture baeis.

'!'hue fro Table 2.1, it can be obs "ad that SODa of the tirlls are set up

on a joint-Tanture ,
is out of foreign as well as local capital. It will

be obserYed al 0 that there 1s DO lnmdred r oent tOJ'4tlgn-owned firm.

11 arift AdY1sory�•. ritten ed Oral Eridence, Road Motor

Vehicles. Part 1.

12rh.ae will b ob ned in Chapter IV.

lJ • Chapter IV. - 18 -
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But the nat ot connections ith overaeas companies as seen

in b1e 2.1, w111 re al e rtain foreign control over t tandards ot

tho products. All man f cturers u.i.1"e a e rtain tandard in their

products so that thes 8068mb1 rs ill ha to eee to the exact specifi-
cation ot the uti cturera. ThUG utact a> � quire that local

e ponen parts at t c r llin ce t bl tandards before the,. can
be put to us in their models.

� duetioD

AIle th se firms, the dat of e anc m nt of production varies.

i'hi is lar 1y duo to the differin tee 06 incorporation, and tbu the

setting up of the plants. In some oas s, tb late d livery of highly

sp c1alised aohinery hindera early und rtaking of as bly activiti 8.

The r aeon a to wby deliv rJ of equi ent i slow is that other countries

ar also in tb r. et tor eimilnr equi ont. loreov.r. there is also

considerable work done on con truction" which) in a plant ot the ai_

envisaged will take coneide bl t •

Productiofqca cit! od on singi shift for theae plants are

show in blo 2.2. A8 shown in tho t blo, tot 1 production capacities

ount to 26 ,540 units. Comparing ith the 1968 registr tioD of motor

cars and co rcial vehicles in 10 1.3. this total unt of production

capacitiee t8 only about 9.4 per c nt of the annual demand for motor

cars and e ereial., bicles. This small figure 1s because the industry

is still in its fancy. A this stage, it takes about 90 man-hours to

asae bl OBe vehicle. ubeoquently'l;his t1 would be reduced to 50 man

hours .hen running t Ull capac!ty.

14Through actual assembly experience it has bHD tound out: that

3.000 units of vehicle annually is the ainimum volume nece&aar1 tor the

economic operation of an average fiized assembly pl t. See Tariff AdYisory

Board, rUten and Oral Evidence. Road Mgtor Vehicles, Part II, papa 9

ancl 28.

15He!& Mail, 22nd August, 1968.
It will be interesting to note here that in Australia. with

automated machines, the minimwl time to assemble a Tabicl. is about

27 -hours.

- 19 -
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PRODUCTICIf CAPAOITIES
•

Assemblers
Ny

7,000
Associat.d Motor Induatries

••••••••••••••••••••••••••••••

Shartkat Fiat Distributors
•••••••••••••••••••••••••••••••

,,600

Champion Motors
•••••••••••••••••••••••••••••••••••••••••• 7.200

SwediSh Motor Assembli..
•••••••••••••••••••••••••••••••••

2,500

Capital Motor Aaaeabl1
••••••••••••••••••••••••••••••••••• ,,�

Aaia AutOllObU. Industrie•
•••••••••••••••••••••••••••••••

---

• Based OIl siD&le Shift.

Actual. production tlpre. tor 1968 �1969 are P"1l � the

�lan Motor V.hicle .....1.1'11
AInIoClation. In 1968. a total of

8,?04 mite are Acorded b1 tbe ..aNN of MMVAA u _riBS ben UllHblec1.

AuelDb17 volUlle 111 the last qUlll"ter ot 1968 was great.r tball the tiret

quarter ot the --,..ar.
In the fil"at tour IIOIltU of 1969, ,...apr

car "l58IIb1,- i8 recorded .. approx1utel1 6,.500 mdts.

1h. ranp of ft!del•• _..bled
iac1ud•• alItoet aU t)'pea of

road trasport and s1llilar
ill ranse to tho.. toftlerl1 MJ'kewd b1 the

retail ouUeta. !hi. is becaue the ftlatioauip bem_ tbe 41atributOl'8

and the _utacturers i8 .Dot b1"OkeD up with the adftllt ot the .....blera

in the IIOtOI" trade.

I !.niDa to Appell41x II apiIl, aDd bearing ill Id.Iul that
...

or the various II04ela listed include those which tbe .....blel'8 haft

sCheduled tor local • bl7. it rill be alNr
that n.theI' the_ IIOdela

rill aotuallt be __
bled 1a a questioll which can oDl7 be resolftd whe

assembly operatiOll8 o__n08 on tha various lIOd.la. Neverthel.ss, it 1.

16%t Is understood that these tisurea will al.ao b. published

ill the Buk ••sara a.port.
.. 20 -
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a sat. uSUlIIption that within a relatively short period ot time, tbe

Dumber ot lIOdels would bave reduced and onl.J those in substantial public

demand and which can econOllieall7 be aseelllbled will continue to be

carried on by the asse blers.

Ae regards to mod.ls with Ylr:! 10'1' deDUUld and hiahlY specialised

..Meles such &8 tho e specified in CuatOllS Notic. No" 1, are Dot

aseembled. These vehicles will be iaported complete�..built...up. as

allowed tor by the goYel'JUlellt.

sal.s and Price.

fbe UllQblec1 "hicle are aold through cliatributol'll and the.

distributors operate throUgh a cha1Il ot branclwa scattered aU oYer

Malll.7Sia. In .... cues sales are also 1I8de throush authorised d.eal.en.

These authorised dealers are ppointed b1 the respectiYe as....bl.ra and

they order puaellg'er cars and cc.aerci.al 'Yehicle. tor retailing d1rect�

t1'Oll the _..blera. SotBe of the.. dealers haYe beeD _iped special

areas ot ales and serdce respcmaibUities. '!be authorised dealer. are

f1"8DohiHCS b1 the .....blers to aU puaenpr can ad
cOllMroial

..hicle. either whole or retaU.

Prices rill cl.pend to a lara- exttPnt OIl the e..Dtual muaes

of production of the Yarioua IIOCIel.. b.cause the high incidenoe ot fixeel

coata will be sPftac;.,ver these
YOlllM.. AsaiD.cltiDa the .Dapte ot

ADsUa Deluxe Sedan, the e.i.f. price for the completel1-kDocked-clown

pack i. 12.481.00. Total labour cost. UOUDt to l106.oo, direct ..teriala

and supplies 8IIlOUJlt to '20,.00, depreciation of fiDd
asset. 8IIO\mt to

$'9.00 aDd overhead costs aJIOUnt to 174,.00. The total ex-tactor"7 coat

of this asa••bled wdt theretore amounts to ".574.00. But the c.i.t.

cost ot an identical aCillpl.te�-buUt...p lIOClel to ,he disWibutOZ'·u

'3,371.00. !hat i8 to sq, the 10aa1l.7 .....b1ecl unit is 1197.00 aore

expensive than the identical lIDit broupt in b1lUt-ap ccmcU.tioll.

In tact it ia e.t:1Mted that the basic Fice ot looal.l¥

....ablecl 'YeMalea wm be iDcreaaecl \)7 about lO:t�o 1.5 per cat of the

price of tbe iIIportecl COIIp.1etel.7-buUt-up
UDita. fhia � b. dae to

low '901wae production, and also due to local content that will be
.e4 in

the a.sseab17.

17!aritt Adn80r"7 Board.

Motor Vehiclea. Part n. pap .3't.

18Taritt Adriaor"7 Board, Written !!!d 9ra1 Md.nce, !o!d

Motor V.hicles, Part Ie

- 21 -
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CHAPTER UI

GOVERRMDI'l' DfCDf1'IVES

In this Chapter, di.cuaftOll will
be -.u on the ineenti'fts

that are offered to the .....bl7 of IIOtor .,.eh1ole. 1Ddustr;r.
�.

prorision of infrutructural facilit1e.,
iDterul _cnarit7, euch as

guarant.e agaiDat .xpropriation and eo on are, broa� speaking, iDc.nti.,.•••

Th... , ho.e"r, haft
been _ntioned in Chapt.r I, and theretore rill not

be discussed ap1n h.re.

For the as.elllb11 industry, there are two main incoti.,.•• , nZI

taritl protection, and illpOrt liceulna and quota restrictions.
It should

be noted that camplet.� risid defiDiti01l8 01 coaplet.l1-lmocked-don,

selld-knocked-clown and. c:oapletel1-buUt-up,
have been ad. 'b7 the

soYeZ'lUll8nt for the purpose of la1ins down theae ince:nti:ns. This i. :in

ne. ot baring to recognise which packa will tall UDder
each ot these

definitions and qualit1 for the incantifts. Ib.re arq Tabiol. do not

conl01"lll to u:r of the
d.finitions laid out, tor eX8llple, special

purpose

IIIOtor nbicla, it will b. the
iaporterst or asseJlblers'

reBpOll8ibllit)"

to proft to the Minister ot FinaJace, tbat tlda puticalar "hiole
ahould

be adIIitted UDder the rel.YaDt definition.

'l'ar1lf Prot.ction

The illlpOrt dutl iapoaed on cOllpletell-built-up _tor
carll ia

35 per cent ad ruorell,
while the iIIport dut1 t..poeed on coapl.tel1-built

up comm.rcial .,..hicles is 20 per c.nt ad
YalOl"8I1l. !'he 1IIport dutr on

cOllpl.tel1-buUt-up IIOtorc1cl.s and scooters is 10 per cent ad
valorem.

All cOllpletell-knocked-clown
packs are allowed .nt17 dut1 tree t .xcept

for those parts that are anutactured 10cal.l1, for uaIIPle.
starter cables.

ttres, tubes, batt.ries and .0 on,

'!'able 3.1 traces the deTelopMnt of the iapoaitlcm 01 iaporl

dutl. aurtax and ad ftlorea resiatratiOil I.. (AVRJ'), in toar atapa. It

.111 be .een that in Stage 1 (prior to 19.8.66> there ... no iapoaitiOJl

of illlpOrt dut1 and surtax on all coapl.ete�-buUt-up
fthiole.. fhe 0IIl.7

tax iapoaed was the AVW, and. here there was a preteNJltial
treataeDt on

vehicle. of eo-onw.alth
origin. Tlma the iIIpoaitiOD ot AV'B:I' was aial.7

for goftrDJIent·. :revenue.
and OftI' the preference in f•.,.our of

COIIIIODwealth

countries.

It� be ••en &180 in Sbp 1, tor evel"1 duty listed, the

coapl.ete17-1mocJr.ed-down pac1aJ tor IIOtor can
and IIOtOl'C101ee and scoot.rs

"ere not applicable.
For cOllplet.l1-kDocked-cloWD

c�rcial .,..hicle.,

howe.er. there
was • pref.rential

treatlient on c_roW
TeMcles from

cOIllllOD.ealth CO'IIDtri••• which bear no AVIl7. Where.. , lor coal8l"cial

.,.ehicl.s of
nOD-COl8Ollwealth orisiD. there was an iIlpo.ition of 15 per

- 22 -
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cent AVHF. D ition ot AVRF on co rein! hiel 8 eompletely-
lmocked-down was in view 0 locally asse bled truck (breedea Benz) by
Cycl d C lage. H nee, ccount for t AVRF on th eomplet ly-
knoeked-down co vehicles.

TABLE ,.1

fABLE SHO G IMPORT DUTY, SURTAX t
AND VRF Oil toroR C ,00 tMERCIAL

VEHICLES, • D MQroRCYCLES AND OTERS

STAGE I. PRIOR TO 19.8.66

==�======�CC=D--================:a=::z:

It. Description Import Dut7 Surtax

Motor C C.B.U.

e.K.D. N.A. N.A.

C reial C.B.U. o;r; �V Mcles

C.K.D.

Motoreyc1es
d

Scooters
C.B.U.

N.A .. N.A.C.K.D.

lOj Co on_.alth

2� Non-Co on: ealth

.A.

c:m C on" 81th

1!1j Non-C onwealth

� COJIIIIlOnW'ealth

1� on-C onwealth

� COi'llDlOn.ealth

� on-CO on"81th

STAGE n. FROM 19.8.66 .. '1'0 19.1 ..67

===:r:n=:=_ ---===--= ======== ===a:=======-_::ra

It. scription Import Du Surtax AVRF

otor Cars C.B.U. � � 25$6

O.K.D. N.A. N.A. l<m

rcw C.B.U. � � l5'j
Vehicles C.K.D. 0% 0% orP

Motorcycles C.B ..U. 0% � 1"';
d

scooters C.K.D. M.A. .N.A. 15%

M.A•• Jiot Applicable

Completel1-built_up
Compl.t.1Y�ocked-doWD

- 23 -
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STAGE III FROM 20.1.67 TO 18.1.68

::=::1======== =:'::UU::IIC====
======:us==-===.==_====-=========--=====_=====

Ite D !Scription Import Duty Surtax AVFIF Total

Motor Cars C.B.tT. � Z; 2� ,�

O.K.D. � i?S' l� lZ'

C.B.U. � 29fi 1'-' 2�

O.K.D. '"' � � 2%

Motorc1c1 C.B.tT. l�· � 2CYJ' ,�
and O.K.D. � � 20% �

Scooters

• with ettect from 14.12.67

S'l'AGE IV ON AND AF1'ER 19.1.68

=======-
====-===..= --===.=-== =::1-=-=111= -=-=-=====.

ltellS scription Import Duty SurtaX AVRF 1'otal

Motor Cars O.B.U. 35% � l� 4�

C.lt.D. ar; ?$ l� l�

Commercial C.B.U. 2($ 2S 1� 37'J,

Vehicles O.K.D. 0,; � 1� 17%

Motorcycle C.B.rr. 1� ?$ zed, ,�

and C.K.D. � � 2(f/J �
Scopters

O.B.tT. � Completely-builti-up

C.K.D. ::I Oompletel1-knocked-down

Source: FIDA. & "S!1!!!!!a£t showing AVHF and Customs Duties

aftecting Motor ws, Tt:;9cks and Motorcycles tor

ease of ref renee."

r - 24 -
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- 25 ...

In Stage II, with the abolition ot the Commonwealth preference
on 19.8.66. the co plet ].y..knoc d-down commercial vehicles were exempted
fro any duty, whereas, of 1.5 p I' cent was imposed on the completely-
built-up commercial TeMcles. In this second stage, it will be noticed
that goT rnment's oncoura ent for local s mbly began to take s pee
For co pletely-knock �-down motor cars, the AVRF was 15 per cent less than
that ot completely-built-up motor cars, although for motorcycles and
scoot rs the AVRF on complet ly-knocked-down and completely-built-up were
the Balle. The reason tor this was that there was no large scale underta
king ot assembly operations of motor cycles and scooters.

Assembly operations had been undertaken initially during
Stage III. thus for otor cars completely-huilt-up, the import duty was
.5 per cent. with a surtax of 2 per cent and an AVlfJ' of 25 per cent,
giving a total ot 32 per cent. Whereas, for co plet ly-knocked-dom
otor cars, entry was duty tree, but surtax was iaposed at 2 per cent

and AVRF • s illlpO ed at 10 per cent, giving a total ot 12 per cent. There
was therefore, a 20 per cent ditterence in tax in tavour of completely
knoeked-down otor qars.

For completely-built-up co_ercial vehicles, there was an

imposition ot 5 per cent illport dut1, 2 per cent surtax and 1.5 per cent
AVm', giving a total ot 22 per cent ot tax. Whereas, tor completely..
knocked-doWD commercial vehicles, only SUl"tax was ilIlposed at 2 per cent.
As such, the completely-built-up e01llmercial vehicles were faxed 20 per cent
higher than that ot the completely-knocked-down.

For motorcycles and GCootera, howe 1', the import duty ot
10 per cent \fas imposed on completely-buUt-up units on 14.12.61. The
reason \fb1 the import duty on completely-built-up motorcycles and soooters
was imposed much lat�r was that it was decided to ncourage local assembly
ot motorcycles and scooters as well. With this imposition of 10 per cent
import duty, there is a ditference ot 10 per oent in taTOUr ot complete�
knocked-down units.

In the tourth stage, as local ass ably gained momentUll. it
requires more protection. For completely-built-up motor cars, the import
duty has now been inoreas d to 3.5 per c nt, and the AVRF reduced to
10 p r cent. With surtax remains at 2 per cent, the total tax imposed on

completely-buUt-up unit is 47 per cent. For completely-knocked-down
un!ts, there ia no change in tax structure. Theretore, the completel,.
lmocked-down is now 35 per cent less than the completely-built..up unit.
This 35 per cent is actually the iaport duty imposed on completely-built
up motor cars, and theretore ofters taritf protection to cOlipletel1-
knocked-down packo.

Similarly, cOIIpletely-buUt-up commercial vehicles are imposed
20 per cent import duty, while the completel1-mocked-down units enter
fr e ot duty. The imposition ot this 20 per cent import duty on

co pletely-built-up co ercial vehicles will otter protection to the

locally assembled cOIIIIIercial vehicles. Again, tor completely-huUt-up
motorcycles and ocooi:ers, the import duty is 10 per cent while the

complet 11-knocked-down enter tree.
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It should be noted h t t th r no change in tax structure
tor motorcycles fro st go III to stage IV. It should be noted also that
in St IV uthough thore is increase in i rt duty on completely-
buil -up co ercial 'Vohicles. th re i at the name time an inc e in
A on e letely-knock d-down unite, giYin a tctal difference in true
of 20 per cent. Co parin with Stage III. it will b noticed that there
is no'·actual inere in th differ nee of tax betwe n the completel,.
built-up and the completely-knocked-down commercial vehicles. 'l'his wUl
recall th state nt de arlier in Oha t r II that the assembly ot motor
cars is ore important than that of motorcyoles 8.4d co roia! v hicles.

In order to encour SO th purchase ot locally assembled vehicl e,
�rt licensing and quantitativ restrictions re i posed on the imports
of all bu1lt-up v Mcloo. Quotas have be n allocated on the basi.9 ot the
importer's proved import into the country, during the years 1964 and 1965
and will be rene. d periodically. The quota tor completel1-bu11t-up
motor cars is 10 per c nt "hile that of e pI tely-built-up commercial
vehicles is 80 per cent. In 1964. import of motor ears amounted to 19,231
unit while in 1965 it amounted to 18,837 units. The quota will bellO per
cent of the av rage ot those two figures. Th the quota for 1966 tor
c pletely-batlt-up motor cars was 20.937 unit •

or the purpose ot this quantitati. restrictions, the year ia
divided into two six-months periods. At the end of each period. the
restrictions are subject to review so that any changes that are deemed
ncceoaar.y ill be put into effect. Thus it cannot be determined hat
the trends ot quota restriction will be, aince the policy is imple nted
on a. "trial and error" basis. N vertheless, it is a fe &sSWllption
that the quota will be gradually decreas d.

TO imple nt this quantitative restrictions, all motor Tehicle
importers are required to obtain import licenses which are issued tree
and which must be ren wed annuall,..

The tmpo ition ot import licensing and quantitative restriction
2$ rT 8 two in pUrpOse. Firstly, to ensure that hoarding is not
und rtaken. Hoarding in this sense .111 be in the form of importing more

built-up motor vehicles to gain advantage over the increased pri�. of
locally aosembl d motor vehicles. Local asse_b17 ot vehicles result in

high r cost per unit due to high fixed costs and also expensive local

content In view ot this deal 1's. may still prefer to import complete17-
buUt...up v hicl , d this will be detrimental to the assembly induat!'7

so during its intant stage.

ithout quantit tive strictions dealers may import compl tely
built.up vehiCles i''X'Om t

.

i1' customary exporters in large numbers. and

sell these vehicles at least at a price equivalent to those locally
as e bled. Bonce, this works in two waysa that tho dealers make tremendous

profits and bat a1lJ assembled vehicles have to face th competition
put up by the imported co pl t ly...built-up vehicles. There is alWI11S a

certain d gree of prejudice ng conSWll rs in preference ot the imported
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aompletel1-built-up vehicles, the reaeon being that the consumers think
that locally as embled yehicles do not attain a high standard as that of
foreign assembled. As such the imported completely-built-up units would
have greater advantage 0 or the 100&117 assembled. '!'his ls, ho eyer,
undesirable b cause it would hinder the growth ot the industry.

The s cond purpose is to induce manufacturers and dealers to
W1dertake local assembly. The des:!.r: bUity ot local assembly ot motor
vehicles have be 11 discussed in Chapter II it i& in ..iew ot this desira
bU1t7 that the government ncouragea local as e bly. It wiU b. noted
that quantit tiv restriction came into torce on February 1966, at which
t:ime local asG8IIlbly has just begun. The purpose thel"8fore was to induce
more assemblers to enter into this industry. At present the go.ernment
has licensed 13 firma tor ass mbly ot motor cars, commercial vehicles,
motorcycle� and scooters. This, how.v r, is tbe tinal limit, but
deal rs or manutacturers who wish to set up aBs.mbl,. operations in this
countey can do so OIl a contract ba i. with these assemblers.

The main purpose ot inducing more assemblers to uadertue
assembly operation do stical1:r is to limit and coneoquetly reduce the
i ports ot compl tel1-built-up units and at the same time. increase the
number ot local17 assembled v hielos without falling short at demand tor
motor Toh1,eles. Considering that the de� tor all motor ..ehicles in
this country incre es by SOlDe 34 per cent annual.ly, there is therefore
a It cessity that the number of locally assembled vehicles will have to
be increased b,. more than the proportionate decrease in iIlports ot

cOllpletely-built-up vehicles each '¥ear.

It must b noted that quantitative restrictions do not envisage
a restriction ot the DUIIMr ot makes iJDpOrted. Rather, it is the total
BUlllber of completely-built-up motor vehicles that are allowed. to be

imported. Thus it is lett to the discretion of the firm to iJaport the
nWDber of makes so long as its total imports do not exceed the limit.

Thus tor tirms that are in existence tor a long time, quota
restriction do not stfect them as much as are the newl1 established firms.
The latter are allowed certain quotas, based arbitrarily, since they
exhibit no past record of their capacity.

lth regards to the import of used vehicles. these an allowed

subject to license. The number of used vehicles imported b7 or through
distributors will be deducted trom the respecttve quotas allocated to
the distributors for their imports. As tor the case of special purpose
motor vehicles, tor example, ambulances and t1re-enginee, or as specitied
in the CUstoms Notices, quantitative restrictions are not applied. 1'he

reason tor this is that their lIark.t demand is yerr small caapared to

tbe demand for other vehicles.

1
See Chapter I
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ere other go rnment incanti 88 that are prodded to

the as ably indu try incidence of go.,.erma nt's pro to speed
up industrial de... 10 nt. .... se incenti'fts are embodied, tor
eon ae d of f in a sing]. leg1slati n called the

InYest en Incent! os BW.

ill int to c on J uar;y 1, 1968. Broadly apeald.n"
t ill pronde tor t 0 types ot investment iDc8nti....al Pri.D1ar7
incent!v in the shape of pion 81" S tus and tax credit for the iDitial

Sbtting up of lDIlJluf cturin t cUlti. I and export incentt s in the

ton ot deductiol1S tor OY r as proaotion, accal.ratect c1epreciation
allowances, eXpOrt allo anc8, and payroll tax retund.

The assemblr industry do not qual1t7 tor pioneer status nor

the inv at nt tax credit, the latter because, tirIIB th t make up this

industry hava been registered betore this Bill was legislated.

The incidenee or this Bill no comes fro. a range of export
incenti-ves. e first ot these ineent!Yes relates to dedUctions tor

certain outgoin and expenses tor tho pI"OJIIOtion of oXpOrts. Such

xpenses uat tho e made by thea fi to persona not resident in

Malaysia. However, expens s such as thoa incurred OD adYortieing,
test dJ:-ivea, conducting export � t research and so on are de by
the man� cturere rather than the ass III lors. As ouch there is little

1 It of this incentive.

Anothor inc ntivo is (;iv n in the form of an export allowance,
D bY' deductions are allo ed for income te.x purposes of 20 cents tor

eY81'7 dollar ot expenses incurred in wages and purchases ot locally
manufactured component parts and resources tor uae in the assembly
operatians. The tormula d will bel

(VE) ... (AV�2

.hero VE =* V of xport aal 8 in basis period.

AV3 1;1 Ayerage or xport sales tor 3 preceding years t and

as III Gross sale for b is period.

A further export incentive is given in the fora of an accelerated

d 01 tion all ce of 'to per e nt per annum in respect of capital.

xpenditure incurred in acquiring efticient and up-to-date machine 80

aG to be able to compet sueeee tul17 in export markets. But to qualify

tor this inc ntiv , the firma must export more tbaD 20 per cent by value

of the 55 mhled v bicles. Since th so firms have not expanded their

output tor l.."POrt katD, they have not mana d to export more tbmt.

- 28 -
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1
20 per cent by mue of their output. Hence. the,. JDa3 be eligible for
this incentive at a later stage.

To aum up, govemm nt encouragement .BeeveseMDt has been in
the in to make the assembly industry a viable industr,y. Since the
industry ie an infant. protection ie ne d d to compete with the same

product that is cheaper ane! haYing public prejudicial preference. Hence
tariff and quantitative restrictions are imposed on completely-built-up
vehicles for the purpose of discouraging and limiting illporte of

completely-buUt-up vehicles. This li itation will be reri.wed periodi
cally. and rill be vised in such a way that the nWlber of completely
butlt-up vehicle", imported will be reduced ann�. !his progressift
reduction in import of motor vehicle", coaplete17-built-up will cOIlprise
lee8 and less ot the total supply of motor vehicles. At the 8 "time,
it is expected that the aupplJ of 1 11 asse bled vehicles will increase
as th induatr,y beco 8 aore efficient so that th.1 will hold a areater
proportion of the mark t than is envis ged at present.

Incentives, like deductions tor promotion overseas, export
allowance and accel r ted depreci tion allowance are offered to this

indUstry eo ae to encourage exports to neighbouring countries.

11'0 the Wrlter's knowledge. onl1 one firm has managed to export
its output but b;r les8 than this percentap. The ti1"ll is Swedish Motor

As�emblies Sdn. Bhd. which exports a small. percentage of its output to
Thai 1 and. annually.

- 29 -
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CHAPTER IV

EVALUATION

The preceding chapter have been discriptive tor the major
part with a tew analyses made in order to bring to light the theoretical

aspect ot this indust17. It will now be the object ot this chapter to

att mpt at evaluating the establishment ot this industry.

Evaluation in this exercise consists ot an appraisal or a

C.l'ltical analysis of certain aspects ot this industry_ To do this, it

is necesBarJ' that recognition be made ot what are the advantages and

disadvantages of the setting up ot this induatey, or in technical tel'll,
ot the allocation of resources towards this end. By weighing the

advantages ae against the disad't'antages, certain conclusions J'JJa'1 be made.

Ho ever, it aust be recoSllioed that the conclusions drawn II8Y

not show the true picture. For the 't'aluation critorion is made on the

basis ot value judgements of the advant ges and disadvantages ot the

industry, which are otten contradictory. A good evaluation criterion

is made by expra sing the advantages and disadvantages in nUllerica!

coefriei nta, and from theae coefficients accurate comparison mB1 b.

made. the higher the coefficient, the more tavourable is the project
under review as against other projects _ In thia case, it will be

neceS8ar1 also to make a comparative appreciation between the possible
uses of resources in this particular project and other �jeotB_ Bence

a more accurate conclusion maJ be drawn from this method.

Nev rtheless, in a small exercise such as this, it is not

possible to assess tho economic value ot this industry by assigning
numerical coefficients as well as comparing the various possible uses

of the same amount ot resources, Therefore. the practical aspect of

valuating this industry lies outside the soope of this exercise.

Evaluation "Ul be made only on the basis of ana.l.1sing the advantages

and disadvantages of this industry.

It will be noted that in Chapter It sOrtle attempts to emphasize

the advantage were MadeJ it was always implied that the setting up of

the assembly industry is favourable. Hence tor the major part ot the
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present chapter, a critical anallsis of th so advantages will be made,
80 that nt the DD.lIle tim their disadvantages are brought out to light.
'l'he analysis therefore runs in terms of:

i) the demand for motor vehicles,
1i) foreign- xchan -s vinSS,
iii) employment opportunities, and
iv) the development or ancillary industries.

i) �e demand for motor vehicles

As discussed in Chapter I, between 1963 and 1968, the rate or

growth of the demand for motor vohie1 s as a whole is about 49 per cent.
The annual rate of growth of th demand for �otor vehicles based on the

1967 - 1968 figures is about 10 per c nt. Similar increase can be
Observed in other developing countries such as �iland, wh1c2 has an

increase of about 7.5 per cent based on the y-ear 1961 .. 1962, and

Philippines, which has an �CJ" se of bout 9.65 per cent to 9.05 per cent

based on the 19608 figures.

!he demand for motor vehicles originates from two sources. an

increase in the number of motor vehicle ownership, and the need to roplace
worn out motor vehicles. The increase in the number of motor vehicle
owners can be seen by the fact that the standard of 'living increases

enabling more people to own motor 'f'ehicles, more financial facilities to

meet requirements of buying motor vehicles, and business booms such as

the increase in the price of rubber, to which the demand for motor

vehicles will be greatly enhanced. Th need to replace worn-out otor

vehicles can b seen by the fact that the 19.50s motor vehicles are being
in less use 0 Mal.a3'sian roads today. ABBWDing that the vehicles last

tor a minimum of five lears, the replace.ft4 market will account for

about 13 per c8nt of total demand annuall,.

2Economist Intelligence Unit, Motor Business, No. 42,
April 1965.

�conomist Intelligence Unit, Motor Busin as, No. ;0,
April 1967.

4!his calculation is based on Table 1.3. Aasuaing that the

vehicles last for a minimum ot 5 years, this will mean that vehicles

bought in 1963 can no IDnger be used by 1968. This amount wU1 be

replaced in 1968 and so tMDI the replacement market. '!'hue the percentage
of the replacement market will be s
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Thus it can be safely asaumed that the upward trend of the

numbe� of motor vehicles in use will continue. The reason for this is also

due to certain other factor suoh as the displaoe nt of population from

the rural towards the urban areas, reaulting in inoreased delUDd for public

transport, and the inc as in the number of tamily' units owning 110ft than

one car as a r sult of the rise in incomes.

At present looal demand is lar�17 satisfied by imports of new

motor vehicles. As reported by the MMVAA in 1968, a total of 8704 units
are recorded by their members as having be n assembled. Retailers report
new odel sales in th sruae period as approximately 1,,000 unite. �us

it is evident that the proj)9rtion of sales de were troll units iIIported
in built-up oonditions.

However, imports of complete1y�built-up conditions are subjected
to quantit tive restrictions which are reviewed periodicaU7, so that the

supply of motor vehicles imported completely-built-up decreases annually-
While at the ti, the usembly plants will increase production to

keep pace with the increasing demand for motor vehicles. nuring the tirst

four ontha of 1969, passenger car assembly alone 1s recorded as approximately
6 •.500 units, showinH6a tremendous !ncNaoe over that of the 1968 tigures
tor the same period.

But locally asse bled vehicles not only tace competition asainst
vehicles imported completely-buUt-up, which, even though subjected to

import duty, till, holds part ot the 1IIarket, but th y also face serious

competition against the used vehicles trade. Lower prices fetched by
second-hand v hic es, especially passenger cars, will discourage car

owners intending to change to new models from �oing so. The depression

in new motorstrades oyer the years 1966 - �967 indicates. rising cost

ot motoring. Thus owners rill either keep to their old lIodels, or

purchase second-hand vehicles rather than new ones. In fact, there i. a

large supply of used vehicles especially passenger care in Mal81's!••

Indonesia used to be Malaysia's biggest market for second-hand passenger

cars; however, she bad then stopped importing second-hand passenger cars

as a result ot the position ot import p rmits on ears by her SOTernaent.
Even Thailand wn not importing as � second-hand passenger car. fro.

Malaysia as she .lS d tOI she is now restricting imports to certain

popular odels.

�sian Motor Vehicle AaS8llblers Association. See footnote

16, Chapter II.

�818ian Motor Vehicle Assemblers Association. See footnote

16, Chapter II.

7Mala.I Mail, 7th November, 1968.

8'l'hls per�ps may ssUlle in the form ot incnas B in the prices

of motor vehicles such as affected b.1 the abolition ot preferential treat

ent on co onwe th v hicl s, or increases in the Road tax Dlld 80 on.
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The presance of us d "ehicle trades as well as the imports of

new v hicles co pletely-built-up captures rt of th �ket for motor
vehicles. ThUG it cannot be said that there is a wide market tor motor

vehicles at present. But sinc imports of completely-built-up units rill
decrease and allowing tor de�c1ation on "abicles now in use, as well as
increase in "consumer units there is therefor. a wide IlSarkat in the
1Uture.

1i) Foreign-exchange- rings

As discussed in Chapter I, the establishment of this industr.y
wil.l save foreign exchange. 111 extent to which foreign exchange is
say d wl11 depend on the amount of value-add d in local aGs. blY. Honver,
further analysis or this situation will shew that this case is misleading.

What actually happen is that under th guise of i'oreign-exchange-savings,
it is a fore18l'1-exchaJlge-Itloo ing", as this induatr1 "opens the door" for

a foreign exchange drain. In a d .,eloping country like Mala1sia "here

exchange control is ing us d to cons rYe scaree supplies of foreign
exchange, the c8fl of this industry being a forei8l'1-escbaDge-loosing can

be se n clearly.

AssWDins that Malqaia custolllal'U1 imports 10,000 units of

tor vehicles annually, and that this costs her a total of foreign
exchange of ISO million. Now, aBsuming that the assembly industry that

has been set up ass mbles the same 10,000 unit dom atical1y. The

payment out of foreign exchange will onl.y be, Ba1. 140 million, for the

component parts occuring in the completely-knocked-down form, indicating
a save in the foreign exc� outlay of $10 million.

ext, it will b ed that thin induatry expand 150 that it

will now as emble 15,000 units ot vehicles 3llIlual11. At the existing cost.

per unit o·f co plete11-knooked-down vehicle, the total foreign exchange
incurrE'ld will no� be 60 mUllon. It will nOll be seen that the asseably
industry drains out torei exohange to the amount ot $10 lIil1ion. It

will now be realiz d that this industry is a foreign-exchange-loosing.
This s1tuation can be grave when it will be :recalled that Mal�ia
adopts a foreign xohange control, bee use foreign exohange is acarce.

and this extra cost incurred oyer foreign exchange could ha'Ye been put to

better end.

10By "conaumet:r unit" is understood as the group of related

per ons who pool their income for larger expenditure items. In the case

of a married son ana his wife living under one root with his parents, this

is only one fami� but two "consumer units". The cOJUSWller unit is there

tore somewbat smaller than a family and its total will be higher than the

total number of families in a given country.

llwalter Kraus • Economic Devalo_ent, \ adnorth Publishing

ColllpElD1, Inc., Bellmont, Oalifornia, Second printing, June 1962.
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t se n. this extr fo ign exchange incurred is all to the

end ot meeting conaum ra d mand tor cotor vehicle. Then it Ould�bat
aQY foreign xc u d to satisfy cono or de nda ana that ch less

foreign exchan is v la le for securing devolo ents either ot capital
goods for n w industry or or Bsential. ra mnteriala ot the alr ady
oxisting industry. us tho in purpose ot est blishing thio industry
to save foreign exchange bas n revers d to become a device for cat ring
to gro in con r demand. In this a.y it breaks the exchnnge control

regulations which arc at first intended to curb consumer demand 80 as to

place are foreign exchan at the disposal of developing oth r sectors.

But it must nloo be realised that the demand for motor Tehicles

illcreases by c rtain percentage, indicated in Chapter I. Therefore,
allowance must be d of the increaee in imports by this perc ntage, to

meet the inc in de d. As such whether the ass bly industZ'1 is
establiShed or not, foreign xchan outlay haD to b increased. er

the assembly iDdu try �d8 pr duction to t extent that output exce ds

annual de d, then, this has beeeee undesirable. The case ot foreign
exchange-loosing is no vident at this stage.

It now be argued thnt even though local assembly may exceed

local demand or tor veMel s, the xcess amount con be exported to

neighbouring countries, for example, Indon aio. and Thailand, and theretore

no become forei -e c ge-earning. It rill now be admitted that foreign

exchange-earnin is eYident i this case but 0. further analysis will reveal

e rtain dra b c

The analysis is b ed on th relative grade of Malaysia's
currency w·th that 0 h r nei�bours to who- Malaysia exports the

assembled vehiel s. Assuming th t th n ighbouring country has a lower

grad of currency; (th9.t is to say, inconv rtible, vastly overValued, and

not sought a ter), anf2that the io no political stability in this

neighbouring country. Pay nts for as e bl d vehicle imported br tbio

oountry is de ith h r own currency, hich is then converted in

alaysia for r aysi's currency, rollo ed next by 0. remittance troll

Malaysia in payment or the knocked...(lown importo of toreisn origin (along
with re iasion of profits). The at oct therefore is to iapose a foreign

exchange drain upon Mal�8i • even though it is her neighbours' demand

that bein serviced", As an offset, Ialayeia ends by holding claim

to her neigh ours' curr ney. t, at the e e time, she might lIRUlt to

put this ount ot currency for other uses. n nee, this is the drawbacks

when exports of th assembl d vehicles are made to neiE#lbour1:lg oOUD.tries.

Th re are therefore two types ot problems. The first is that

this industr,r i actually a tor 19n-oxchange-loosing in tho long run.

Secondl, ven it output is directed to"arde e rning torei!;ll exchllnge, by

exporting the assembled vehicles, currency problem is bound to exist.

The idea that the establishlllent ot the asoom 17 industry will save foreign

exchange is therefore not realistic.

12A good example of such countr;y 1s Indon.sia.
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11i) Employment opportunities

The programme of setting up an assembly indust1'1 is viewed in

tb light of goverDlllent's intention of providing employment. Unlike in

developing countries. the assembly industry in Malaysi is labour

intensive and therefore otters a sizeable amount of jobs. It was

estimated that the number of peolllf3by which thia industJ7 will employ
is between 2,000 to 2,500 workers.

!able 4.1 shows the 1964 est tes ot e ployment tor the siX

motor car assemblers. Since ctual figures tor mplo nt is not

avaUable, it is possible to revert to estimation of the JlWIber of

employees de by the assemblers at the time when they speculate upon

setting up assembly plant in Malaysia. It must be realized that these

figures will have changed 0"1 r time. but th proportion ot employees in
the five classification of work (See Table 4.1) � ba� chaAsed very

little. The RiD idea is to S8 . what percentage in'fOlves in production
and hat percentage in adJllinistrati •

Before further discussions can be mad., it is neC4J8&ar1 to

clarity ",hat are jobs claseiti d under direct, indirect, and miecel.laneous.

Direct jobs are those which contribute directl1 to production. These

include the bo�-builders, spray painters, and trims and finals. Indireot

jobs are those which contribute iDdirectl1 to production. These include

the store-keepers, material handlers. production superintendents and so

on. Miscellan ous john are those that do Dot come under the above two.

tor example, awe pers, gardeners, security-guards and so on.

Froll this and also as is eyident in Table 4.1, discussions on

employment opportunities can theretore be made on two basis: from the

technical point of Vie" and from the administrative point of view. The

technical aspect ot employment iDclud.es prOmari17 tbat of direct and

indirect. plo1lll8nt, that is to 88Y', those that are involved in the

actual assembly works. The administrative divisions on the other band

includes the plant gar, executives, accountants, plant engineers
and so on.

From Table 4.1 it can be seen that the technical division

compri d about 67 per cent of the total work force in the iDdustr.y.

This is a co paratively great tigure and it was anticipated that it is

this particular division that Will provide greatest empl01lllent opportuni

ties in this industry.

A breakdown ot the 'Various job titles with the correspond ng

assembly processes will indicate the tremendous amount of emploJIMl1t

in this division.

13!aritt Advieor.y Board, Written and Oral Mdenee. Ro d Motor

Vehicles, Part II, pap 61.
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AS8ellblers

TABLE 4.1.

J.lALAYSIA: ES�IMA1'ES OF Et·!PLOYMmf IN MOTOR VEHICLES ASSEMBLY INDUSTRY �964

l

1.

Production
Selling and

Distribution

N.A.

N.A.

H.A.

29

10

80

=::::o::-=====-===-====:::a==========t:=:--=-=====-===::u====�--==::===-=====s:====:;===a-=====r:z:==::==,
.....==--:::=:a==========..=-====::;c:=�_-=::;=::===:====.

Direct Indirect

241

11'sians I Others I Mtsians I others M'sians I others Mtsiana I others I M'sians I Others

Administration Miscellaneous Total

AssociatedMotorIndustries 321

SharikatFiat1)istributors 150
,

�ChampionMotorsI 155

,S••dishMotorAssembliee I 90

CapitalMotorsAssembly
Corporation I

50
I

AsiaAutomobileIndustries 160

Zto

34

1

7

12

2.5

39 1

N.A. I 30

I
8 - - 600

N.A·I
20 1 12

I • 224�

N.A.
"

28 2 155 - 241

- .1 23 - -

I
- 255

-

I' .

30 - �"\. ·15 - 130
"

- 236 - 21 - 537

1,987
I I I

.

TOTAL

N.A.=N�tApplicable

For certain firms, selling and distribution arc undertaken: by J.larketing Companies.

Compiled from Tariff Advisory Board, Written and Oral Evidence, Road Motor Vehicles, Part I.
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(a) Body-build and metal finish

Bo� II tal peDAls are a sellbled in specialis d tooling
fixtures by tusing specific sections ot the penals together.
This is acco plished by the us of high ampere pot.. lding
and electrical arc-. lding equipm nt. (la -wel inth le d

wiping and tal finish are carried out to naure the bodJ. is
to th standard required for painting. Deck lids, hoods and

doors are hung and fitt d�

Labour require nts arel panel beat rs, spot welde:ra, arc
and gas-w ld91' , lDet� fin! h re, 0X1 d gas-weld rs, and

stock chaser.

(b) Paint shop

In t e paint hop, the vehicle is pre....cleaned and

phy ioally inspected for any i pertections and bleadshell.

After haYing pr ces ed through the Phosphate System and Dry-off
oYan, the unit proceeds to the Sealer and Tack-off area where

joints ar sealed and the unit is thoroughly cleaned to enable

th two c ts of red d y primer to be applied. Black

seal r is then nppli d to all floor j inta to ensure compl te

sealing t water entering. An UDd.rb� spray ill applied to

the underside ot the noor pan. The unit is then processed to

a et Sand Deck here a sanding operation is perform d in

preparation for the final exterior c lour coat. The unit is

then thoroughly cleaned and rout d into the Enamel SPraJ Booths

wb re a tiTe-coat application is ppli • The unit is then

processed into tbe Enamel Bake oven, and a tiDal paint inspect-
ion is de subsequently.

'

The various labour require nt in the paint shop are I

the clean 1', t rub 1'8, prime sprayers, spray painter (for

colour), proc 6S tecbnici� and panel beaters (tor rectifica
tion).

(c) Trim and finals

Th unit is th n processed through the trill area where all

hardwares ( c as, glass, door IlOchanisms, ste ring colUlUl,

wiring� instrument and decoratiYe pan .) and soft trims (such
as hoadlinings. crash pads, door J)IlUlels, front and rear panel

t�G) are placed into position. 2he tinal underbody operation

�o tit brake pip�g and olips,springs, sub-asaembled parts and

rQ� axles are c�ied out. EDgine component parts are decked

to tho chaeie, Th� exhaust syst ,balanced wheels, ste.ring

wheels, ta, and trimmed seats are fitted. The engine 10

checked and tho whol unit th rousbl1 inspected betore road test.

All pairs, mechanical. or paints, are carried out, and the unit

is ch eked, ncb cked and tested to the requirements ot the

manufacturers.
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14.see 1'arift Adn.so17 Board, ritten and Oral Evidenc

Motor V.biclos. Part II, page 69.

Labour r quire nts are & the etock ch rat t r ,

asse blare, chanica, oharp-hands, auto .1 ctrlci.ans, car

wiremen, cushion-builders, aesembler-trimm re, and 88 t
assemblers.

Besides the aboY labour quire_nte th are aleo those
lndirectl,. inT01Yed in actual production such as the etore
clerk, ehi ing cl rk, stores r ceiTing clerk, _teri 1 handlor,
unboxer, 0 tore n. toi'kli ter and 011. Together, they
comprise about 15 per cent ot the total estimated work force.

aonce, there i a quite substantial amount ot 1a ur required
in the techniCal divisio. For tb recruitm nt at labour in thia
division. the usual qualifications required ar either academic (that ie,
q ificatioD among th lower seconder,. schools) or t chnical qualitica
tion. While the former do not possel'J8 technical skills, since the, e

directly £rom ciq chools, the latter do haTe, either semi..aldlla or

skUls. The a mi-skilled would per ps com f t lmical schools where
more times are spent on technical training, such as the Monfort School
tor orphanage.

The skill d workers are those who ha� nt ost ot theu- times
on echanical repair. and these come troll the repair shops not onl7 of the

bJ.& motor .firms but also at the small workshops scattered all OTer urban
anaa.

Job alloc tioD therefore d pending upon the techniCal
skill at those wor ra. It can be safe17 enYiaaged that thOB Bld.l.led
and som1-okilled work rs ate giTen the most sophisticated and intricated
jobs, "hUe the unskilled -.y be giv n th ork of cbargebandst store
clerks and so on. Neverthel ss, for the semi-ak1l1ed and unskilled
workers direct training and superrisiol1 are provided by the asse.blers
and the eupernaors are ueu.all.)r foreigners with technical. know-ho., in
the earl'1 ta s of aembl)' ope tiono. Training is in the form ot

on-tho-spot training and maxif!NJll aldlle will th retore be acquired
through t ..

!he S oond group, that is the admiAistratiT group comprised
about 18 per cent ot the total estimated work tore in this 1ndust�.
Th estcblisbment ot this inclustJ!"1 would initial11 require foreign
expatri t s to ge the ooth running of the tirIU in the induatr,y.
�8 i because ot the difficult,. in finding local IIBJUlgera who are

capa 10 at ad.in1.et ting the assembly- plants .hich are an ntire17 new

dertaking. A first class general manager of an assembly plaDt has
prob bly re chad the age ot fort1-t1ve ha-dn spent all his .orking
11te, ftter 1e vag uniTerstty, in a maDufacturins cOJllP&D,1's usembly
plQnt. Thus grad tes with good honours deBt" e 111 Engineering or

Eoonomics IDSl' haYe to start right trom th batta and work up the

- 37 -
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administrati 1. 1. The gen 1'81 manufaoturing manager hae to leno
e ery ope tione:in the plant. and this c oDlJ be acquired through
hard xperience.

':0 S\UI up, the total
in this tnd t17.

1..) The de",lop!pent of anc1llarz industries

nt opportunit1e i ver.y at

As noted earlier in Chapter It the establishment of the
assemb1l industry will hay repercussions in two general directiol18a
lib clarard 11J$gkage" between certain industries and a forward outlook into
the po sibUitiea of establishing ano1llary industries. These backwartt
and. torward repercussions will be d1 cussed eeparate17.

(4)

Betore the aelllbly 1nduatrl set up, induatritl
catering tor utomot1ve d maude are the trr tndustr.J,
consisting ot one firm, Dtmlop, battery industry, consisting
of three firms. Exide Batteries, Lucas tteries and CeDtUl"1
Batteries. oth l' tban the ,the 1963 Malayan Cen8us of
Manufacturing Industriae rev sled that there are II est�sh-eats facturing IIlOtor hilee paz1,s and accessori s.
Tb· parts include bo1.ts, acrews, spindles, shafts, bual18S,
cushiODS, rad tor hoses and cores, oU s 31St gaskets, rings

15Ib1d, page 67.

l'Inc1udin8 the production of tub8s.

l?C!l!8Us of Mam1!actur1nS Indu tr1 8 in the States of !C!lala,
196" Department of Statistics, page 1,. It should be noted that motor

vehicl s bo<!y-building 1ndustr,y is not taken into account. The Censu8

shows that there are 39 8stab1iablDents tor this industr,Y,.

- ,a -
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and belt .18
Bence it "Ul cle t t th e bl,. iIldu tl'1 is

eat blished. it U provide links bet"een the indu tri s,
espec1oll.y so, that ot th tyres lndustZ7, t batteriea
industry and the paints inciustey. Ho.eyer, this will
abeen d onl), d oDl7lth assembly in4u try incon>Or tea t
the 10call.1 8 mbl d v hicl s part and COIlpOll nta manufactured
locally. To encoura tb ot th se it • ,th GoYe nt

impose the IIb17 Tax BU1, by which, airs
retiu1red to u e 1 call), pl"oduce4 it wb re sibl.

How Tor. thi Bill not
Qoyernment bas dratted th to.l."WILL.I...H

e bl rs (inoluding tho tor torqcl
committed to a local content formula b

x 100

Th Bsembly tax 1 si 'ation rill � down certain percen s

of local cent nt that ust be ttained within fix d period of
tille. Edlure to comply- with th perc nt Itilll oh dute
would be at the ri of �1ng a tax penalty tor e ch vehicle
assembled.

The efCect 'of this le8isl&tion would be that s mblera
will be co itt d to us wbateT r 10cal11 manutaotu d

compone ts that are a'ftdlabl, 0 long as these centors to

price and qualit1 requirement. 'rherefor. at the saM tiae,
t re was a potential for ancillary industries to deyalop
further, firstly- b)' expanding output, and seccmdly by tt.
entry of now embers. Output xpanslon CaD be seen for

example in the development ot lac tl" lWlUfaeturing. The

181t is probable ai that a CODsiderable proportion ot the

total production ot these c ties occurs 111 other industries such

as Motor Repair Shops and Gene Engineering and Repair Shops (not

cOTered in Annual Sun 78 ot Manufacturing Induatries) and posaib17 also

in the Machineey and Part Indwrtey. The 1963 CeIlSWt shows that there

are 162 establishments in IJiduatrial Machine!,), and Parts :lnduatr.r. 156
establishments in the Gen ral E!lg1neerinC and Machin rt Repair shopa, and

37 establishments in o1:her Machinery and Repair industries, giving a

total of 355 est b11ahmenta.

- '9 -
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de.elopm8nt of local t,re manutacturing has no. c used the Yalue
ot net i porte to tall as shown in ble 4.2. In 1963 the ftlu

ot net imports of pneumatic tyres tor tor car 13,181,931,
.hUe in 1967, it tell to $768,377. The quantity ot pne tic

tyres imported uso teU by 69,8'10 unit, fro 1963 to 1967.

- 40 -

(b) Forward repercuaaioD.8

The 1967 Surve1s ot Manufacturing Industries revealed t t
there are only 13 est bliehmenta producing motor vehicl parts
and acc ssories worth about $955,000 or almost renching one

million dollars as can be seen in Table 4.3. In contrast, net
imports ot such itellS by Weat Malaysia in th 8&IIle ,ear weM

140.766,657 as can be seen in Table 4.4. 1rom this, it can be
seen that the market for parts and accessories ot motor vehicles

in �sia is largely untapped by local JDaI1�acturers.

In vie. of this. FIDA launch d a world-dde campaign to

attract international automobil component �9manutacturer
to establish joint-venture project in Ha.l.a:rsia. However, the
Government is aware that c rtain cialised parts might not
lend themselves to economies of scale for local manufacture in

the light ot Malaysian k t require ents. It is with this

awareness that the Government is encouraging not merely the

establishment of single manufacturing units to produce
specialised components but also th establishment industrial

complexes to manutacture a range ot allied co ponent parts.
Suoh industrial complexes might inTOlve a consortium of local

and toreign investors and it wiU assist in reducing costs of

production through the utilisation ot co on overhead tacilities.

So tar, these ofters bave elicited very little response.

AIlong the asse_blers themselves. the Motor Invest ent Berbad is 20
the only one to contemplate tacilities to ask motor co ponants.
It is drawing up plans to produce a range of items not only tor

its own models and makes, but tor those ot other assellblers as

well.

Tbe desire to utilise the advanta s ot the economies of

large scale production of component parts will, ho.ever, impose

certain preble • 'l'he first is the fact that there are so..

68 base models excluding variants ass Ilbled in MalB1sia••Ul

only impos complications and precludes aD1 single assembler

from making parts exclusivelJ tor itself. The assemblers will

19Malpsian Industrial D16!st, VolUlle 1, No.1.
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Source: aye1a Ext�r.oal Trade Stat1etico.

TABLE 4.2

nsr'l.JALAYSIA: IMPORTS OF NE\'J PNEUMATIC TIRES FOR MOTOR CARS

�

.........m::::a=::::=====;s:::===.. --======-=:::c::::a=====-c =====-============= ;:========-===========.-:::====.=.,============= ;::=====--===========::
1963 1964 1965 1966 1967

Countries
Quantity Value Quantity Value Quantity Value Quantity Value Quantity Value(Units) ($) (Units) (I> (Units) (#) (Units) ($) (Units) CI)

r
UnitedKingdom 60,521 2.,043,826 24,001 883,405 14,981 518,384 28,�64 932,609 10,513 325,811<
lestGel'lBllnY 20,240 641,952 11,024 321,788 2,867 92,188 6,071 220,079 3.832 144,682
Japan 9,946 288,092 8,351 212,151 2,.561 18,428 2,304 61,624 1,074 25,305
othercountries(l) 6,433 208,061 5,084 178,286. 7.220 288,845 18,905 595,088 11,851 272,579

,-

TotalimportsI 97,140 3,181.,931 48,460 lt596.236 27,629 971,845 55,444 lt809,400 27,270 768,371-
...�

(l)IncludeI�y� China, Fr�ce, Canada, Nether1an� and Austri9.�
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4.3

WEST MALAYSIAI MOTOR vmICLE PARTS AJCD ACCESSORIES UF CTURING

1963

1964 12 741,000
1965 13 880,000
1966 12 781,000
1967 13 9",000
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TABLE 4.4

··....�f HALAYSIAt IMPOl8!S OF PARTS roR MO'roR VEHICLES BY VALUE CI)

=:U:=--=======�-=;:tz::�=;:��=:===-::�
::0=====-==. ======= r:;w=r:t===__

Countries' .

- '. 1963
'

,
' .�" '-. 1964- 1965 1966 '

. 1967
]. �

, !'
...

�
_' .

. . . ,�

'I 21,876,888 24,128,714 ._

' ,

:;�,O77.347 32,332.?63Un!tedItingdom

Unitedstates I 8,998,112
.

7,191,000 7,�76.9:;5 " -'9t978,3� ..5,8lt6,965

�stGe1'lllall1
'

I ..2.982.039
'

},319,291 4,657.150 .4,481".562 _ 6,204,63.5
,

JapaD I 1,669,:;98. I 1.9!i5,877 2,277,108
' ,'2,993,487 3,695,8,32

�
Othorcountri�a I ·3,053.772 I 3�150.190 I .', ',797•.519

. 'I,· 4,1toa,757

t
!oWim»orts I 38•.580.209 ; 39,795,018 51,686,059

'

'.54,195,laf
'

I 45,463,642

Exporta and rc-exporto
(2) 4,924.7}9 : 4,88.5.528, 6,�9.�98

., 5.417.��:"
,

, , 4,697,185

..

�

Not1apotts I 33,6.55,479', 34,909.530 45.386.361 48,778,058

.

(1)Include0 I�, France, Canac!a, Metberlande and Austria.

(Z)'._inly to Singapore.
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in ritably find that it is necessary to abandon some models and

make , which are not preferred by consumers and therefore are

unprofitable.

What Ma1aysia6 can do to overcome this difficulty is perhaps
by considering proposals for joint-ventures with just one or two
consortia ot toreign producers, Such ventures are specially
id al. for the manufactures of sophisticated equipment such as

pistons, orank rods, gears, clutoh and brake and tranaaission

co pon nts. Besides, a single brake and t�88ion facilities

alone calls for an invostment of $3 million. It is theretore

futUe to think in terms of more than one such plant and torfeit

th advantages of scale.

Secondl,. t the incorporation of local component parts in

the locally aSGe bled vehicles will lead to a slight increase
in the retail price of th v hiclas. This could be due to the

deletion Yalue of the component parts removed trom the completely
knoeked-down pack of the oar being less than the actual vQlue
of the part made loeal.ly. The rise in cost of these parts was

envisaged to be due to the SJl811ness in the volume pro uc d and

the lack of automation or lower productiTit,.. The etfect of

this rise in retnil price of motor v bicles will be that demand

will depressed and a 10 d mand almost certainly derails the

economics of the entire ass mbly induatr,r.

Howev r, tb: experience or other countries shows that the

of local co:nponent parts ould, at lea� in the initial

stages, int1ates prices of motor vehicles. Moreover, if 10c81

production of component parts are unclertaken, the demand for

automotive c mponent part fr moth r than the assemb1,. industry
will be t. Th fore, the are two other sources of demand

for auto otive part and accessories. The first ie the demancl

for repl ce nt parto. The size of tb replace nt market

depends pon the number of vehicles in use, their age structure,

and the avera�ife of components. Referring Table 1.3 in

Chapt r I, and assuming that the .,erage li� ot motor vehicles

is 5 y ars, theru are !!lore than t�� million ot motor vehicles

t t are on l.falqsian road today. 1'li average life ot

components suc as batteries and t,res is much shorter than

2Zxbid.

23Th!s figure can be arrived at b1 adding the total number of

vehicles registered during the last five ,..ars inclusive, that ie, froll

1964 to 1968.
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the average life ot the vehicle so that there is a large

replaco nt market tor such items. On the other hand,

compon nts suoh as radiators usuall1 last the Ufe ot the

vehicle and 80 replace.ellt demand :1s extremel)" SMll. The

second source of demand for aut�otive parts will be trom those

industries that are _chaniaed.

Another advantage of the development ot anoillar,y indutrles

is that looking ahead towards the establishment ot Jfal.Aqeia·s

own motor vehicle manufacturing industry, the ancUl..ar;r industries

which d.ftlo1'8 out of the auembly indust17 wUl �cOlU the

basis ot Malaysia's future motor vehicle lIIIUlUf'aoturing iJlduRJ'1.

AI1d here again, Malq.ia would have increued emplo)'1lent and

teohAical know-how rill haft been acquir.d b7 Halqa1a's labour

torc••

It aut be realised that theft is no point to think in

t.1"II8 ot exports of locally mad. coaponent parts at this stage.

Because, tor Myeral -rears
to come, Malqaia cannot �ak into

arJatt. established tor instance, b)" AWitralia's 20ft::'. 044

autOllOtlve coapcment producers. But for some tiraa that haft

been established 111 Maltqsia, there is a big possib1lit)" tor

exporta. .For example, Dwllop now cla1 to be able to produce

t)"Ms to fit 98 per cent of all Yehiclea
in Halq.ia, and therefore

captures overseas llarket as ...11.

-JfD -
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00 CLUSI

s

The need to iDd strialise es 0 t of throe basic factors:

d1 rsification of the eeoa rq. provision ot e 1 ent in th industrial

sector and deficits in the balance ot ants to � for the imports

t indUBtrial goods. Since 195 , "hen the G verm!ont int oduced the

Pioneer Industrie (aelief fro Inco ) Ordinance in est MalB1sia,

lIS8J1ut cturing industrie bav grown to 0::/ ortant role in the

cononic dey 10 ent of Malaysia. Industrialisation was further enhanced

b)' the lact t t 00," nt introduc vora! oth I" incentives, among

.hich the In....stHDt Inc DtiYes BUI is one that is recently legislated.

As part of the industrialisation progl" ,the assembly

iadustey was e tablished. Assembly operatio s are ng the sa ier torm

ot industrial ctivity to introduce within a developing econ�. !he

pe tiona are generally not Yer'1 co l:1cat d, apr senting r 1.y one

t. cet of the industrial process. The Iiain teature of the operation is

the ftlue-added type. The are 13 firms cunently undertaking local

assembly of IIIOtor yehicl 8 in Malayaia. OUt of these, six &sse blea

pass nger cars and light commercial ahieles, tive assembling motorcycl a

and scooters and t.o plants assembling "heavy" chineey'.

Go mment • s encourage,. nt has been in the torm of pro'riding

protective tarifts on v biclas assembled locally, as .ell as quanti tive

restrictions upon vehicles imported in completel1-built-up conditions.

'l'he rt duty imposed on cOClpletely-butlctwup motor cars as tariff

protection is 35 per cent valorem, the import dut,. imposed on

co�et l,.-bullt-up co roia! vehicles is 20 per cent ad valoNm, and

the import duty on completelJ-built ...up motorcycles and scooteres is

10 per cent ad
wore. All oomplotely-lmocked-down

units are allowed

entry duty f et xc pt for those parts manutactured locally such as tyres

and batter ea. Quantitntiv r otrictiono impoood on paseen I" cars

completely-built-up is no per cent hile that ot completel1-bullt-up

comcaroial v hiel 0 ia 80 per cent. It 16 und r3tood thllt quota

1"8 tz"ictions wUl b reTi ed half yearly, so that imports of vehicles in

cvmp1 tely-built-up
conditions will gradually be decreased. Other

Go ernment's incentives are such as those that can b tound in the

v stmant Incentives Bill.

... e ta 11shment ot the aBsembli industry can be regarded as

one t t can easily b introduc d into t e Malaysian economy aince

t'1 1shed products hav already ntel' d t e ountey in" e wt, and

h retor. de d.ot som itude tor ew locally as embled vehicles

- 46 ...
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lar scale production. It is with this awareness that the Government

is ncouragtng not ere� the est blishment ot single manu! cturins

units to produce specialised components but also the stablishment ot

industrial co plexes to manufacture a range ot allied component parts.

It io expected that such indu trial complexes ill assist in the reduotion

ot production costs through the utilisation ot common overhead tacilities.

At pres nt local parts and accessories incorporated into the

locally aS8 mbled units are tyres, batteries, paints, starter cables,

so upholstr:r f< c!litie and other items. But as has been seen, the

incorpor tion ot hese rt as w 11 th utilisation of labour rather

than automat d machines, will intl te prices ot vehicles locally assembled.

This inerea in r tail prices of 'Iehioles as bled locally ill ot course

aftect demand, due to tho tact that the industry faces competition

asain t vehicles impOrted in co pletely-built-up conditions and the used

Yehicles rade. The demand tor otor vehicles, at present, is larse17

being sati tied by imports ot new v hioles compl t ly-built-up.

But, the incre d in price ot the locally aosembled v bicles

cannot be .",oided. !be tormer Minister ot Commerce and Industry himself

" ar 80 ti as t ced with the ifficult ohoice ot asking

ers to � a littl more to help ease unemployment or reject projects

and fac th cl our for new jobs ••••••••
while accept that no

entrepren ur will invest to create new jobs and save foreign exchange

without tting an adequate tr on hie capit 1 "e must ensure that

t consumer is not xploited.'

FutUl"e Prospects

Nevertb les • the ass mbly industry has brigllt future in

rt .. ot the steady increas in demand tor new motor vehicles which will

largely be satistied by the locally ssembled units. The effect of

Government incentives ot giving protective taritf and imposing

quantitative re triction upon vehlcl s imported coapletel1-built-up

will giy a bright fUture tor the assembly industry. 1'he establisbment

o ancillar,y industries "ill � able to supply the necessary minimum local

cant nt initially required and their subsequent growth will keep pace with

asse blers' demands for aut otive parts and coessorieR.

GoYernmentts encouragement to establish industrial complexes

producing component parts and accessories with the utilisation of common

OT rh d facilities will help reduce the prices of locally manutactured

cOtiponent itellS, and these will in turn lower the retail prices ot locally

as mbled units. So tar Motor Invest nts Berbad has drawn up plane tor

1c.uaxsia Induatrial Digest, published by Federal Industrial

Develop nt A thority, Vol.. 1, No.3, 1'bird Quarter 1968, page 4.
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the manutacture ot uto otiv component parts, not onlJ to supply their
Oft es and models but also tor those ot other asse.blers a8 ••11.

The establi nt ot ancillary industries will then provide the

basis tor local manufacture ot JIlOtor Yehicl 8 such as that developed in

India and Australia. But, ot course, this rill take a very long time to

e e.

- 49 -
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5. Fiat Distribu ora Company Limited • • • • • • • • • • • • brett.

APP. DlX I

LIS! OF ASSEMB.LERS OF MOTORCYCLES AND SCOOZERS

1.

2.

3.

4.

Sbarikat Guan Hoe Sendirian Berhad

Sharibt ing Millg Berhad •••

• • • • • • • • • • •

Mak B

• Suzuki

• • • •••• . " . . . • Yamaha

East Asiatic Compan,:y Limited • • • • • • • • • • • • • • • Vespa

• Honda
Boon S1e. Company Limited • • • • • • • • • • • • • • •
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APPENDIX II

MOTO OARS AND COMlmRCIAL VEHICLES

PRESENTLY ASSEMBLED AND 1'0 BE ASSEMBLED

1) sell l.r,

:=:::::::=====&::=-====U::::S:::lllC:l&:::""""'�=lII::=-=-:D:I=====II===
:0:==-111.=_=- -==.

Manut cturor Basic Model Variaqto

British Motor Holdings Austin Mini ) Saloon, 'Traftller/

(British ,otor Morris Mini � ADO 15
Count1";)'l!MU1, Van and

Carpar tion) Riley Mini
) Pick-up.)

olsele,. Mini )

Austin � Mini Moke

Morris )

Single odel

Horris Minor - ADO 1076 Saloon, 1'raveUert

Van and Pick-up.

Single modelAustin Gipsy

Austin )
)

Morris ) 1100 Series

.Riley ) ADO 16
Wolaele, �
M.G. )

Saloon, Traveller

and Countryman.

Morris Oxford � ADO ,a
Austin A60 ) and 40

Saloon, Traveller/

Countr:JlllaD. Pick-up

and Van.

- - 51 -
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Yet to be decided -

a iiting new odel

into tion trom BMH

=====_..-==__• =__=S_--===_=.s:c;ss:=··�·=·c;==="lWIdUI=
ufo cturer Variants

lord tor CompaD1
ot Britain

Ford Motor Com�
ot Australia

pty. Lindted

General Motors -

Bold n'a Pty.
Limited

Regie National
de Us1Des Renault

tet to be decided -

awaiting new model

information trom BMB

Saloon, Estate Car,

Van and Pick-up.

Saloon. Eat te Car

and Van.

Au tin )
Mor! � 1800 Seri

01 .ley )

Jaguar

ADglia (1968 model)

Cort

Falcon Saloon, Station _gon,

Van and Pick-up.

Saloon, Station Wagon.

Saloon, Station 'agon.

alOOD, Station gon,

Van and Pick-Up.

Saloon, Station agon t

Van and Pick-up.

Saloon only.

saloon only.

saloon only.

FairDiont

airl.ane

Hold n Special DR 225

Holden Premier HR 23'

Holden 'orana Sedan

Renault RllOO

Renault lQ.600
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MaD: acturer VariantBasic Mod 1

Albion Albion.

Viking VK41L (Bus Chasia) ChaSte

Chiet1:a1n CH3BHT I Cab

Cheftain Super Six OBl3C'l'R Cab

ClTdadale CD2lAl Co"l, Cab.

Super Ri V I" RE29L Co.l, Cab.

Super Ri.Ter RE29T Cab.

SUJ>Gr BieTer RE3lL 00,,19 Cab,

Leyland Le,.laruiS
I bet)"

Co.l

Comet lJC.)'S,R Cab.

Hippo 2OLHT.1AR Cab.

Tiger Cub PSUC1.13 abasia.

Rootes Motors

Overs as Li ited

British Motor

Corpol" tion

Hillman Hunter 1500

Billman Bunter 172'

Austill and Morris

Hea..,. Co reia!
Vehic"!es

YOK 80

FOX 100

FFK 100

n'K lito

\fFK 100

120

FJK 140

FJK 160

FJK 360

- " ..

Saloon only.

Saloon only.

Scuttle, Front-end, Cab

Scuttlo, Front ..end, Cab

Scuttle. Front-end, Cab

Scuttl • Front-end, Cab

Front nd, C b.

Front-end, Cab.

Front-enci, C b.

Front-end, Cab.

l"ront-end, Cab.
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Public V.�o1. Chasia

and Speoialist fruok

Chasis and bodi.s such

.. retwse disposal units,

�ire ensin.a, etc.

Mamt�aeturer luie Hod.l

MUnicipal application

Speoial. bocU.•••

---------

Variant.

Denni Brothers

Chr;ysl.r/Roote8 0__1" 1SOO CC

Oouel" 1.500 V'l Ie D

Commer 2500 VT Ie D

Commer VBrS.411

Commer VBAS.741

co.e!' YBA. .71.5

ao.er YBAW.762

OOllM1" VBAw.862

Cammer VBAW.1294

eomme1" CCGw.815

Cab.

Van

Vo

Cab. Front-end

hont..nd

cab, hont-en.

Cab, hOnt-eacl

Cab, J'l"'ont..nd

Cab, J"ront-end

Cab.

Karner GUe oook �
Kamer Bantam )

Dodge
Variou IIOdel...

NCdN4 tor the

JIalq.1ai1 arbt.

2) As_abler, Sharikat nat Distributors C!alaaia) Be!'h!d

Manufacturer

600,

600»

8.50

Saloon and POD

Saloon 0Dl.7

SalOOll 0Dl.7

Beto XocIel

Fiat
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acturer 1c Mod 1 Variants

3)

1100 R

124

6501: (5 tons)

8B bl rs Champion Motors (Malaysia) Sendiri

Saloon onlr
Saloon onlr

rhad

Manut ctur r Vari tsB ic Model

Volkswagen

.Aud!

Rover

Mercedes

I
I
\

I

'rJpe I

80

90S

Land Rover 88"

P/D Series

Land Rover 109"

p/D Series

Rover 2000

Herald

Spitfir

2000

200

200 1)

230 s

250 s

250 SE

SQloon ODlr

Saloon and POD

Saloon and POD

POD

FeD

Saloon 0111,.

- 55 -
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Saloon onl)r

Saloon 01111

Saloon onl,.

Saloon onl1'

Saloon only

Saloon onl.1
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io od 1

Vauxhall

OhoYrOl t

Toyota

Volkswagen

ROTer

Bedford

VW Deli? ry Van 216 Van

Delivery Van 236 Van

Vi

Victor

Saloo a roD

Saloon only

Saloon only

Saloon only

Saloon, PCD/Station
•

OD

Saloon, PCD/5t tion
gone

Ventura

800

Corona

Corolla Saloon.POD/Station
agoD.

Saloon, PCD/Station
ason

Van

Front-end, Oab.

Van

Van, Front-end.

Van, Front...nd.

Cab.

Cab.

Front-end

Front-end

hont-end

Front-elld

Cro

VW Delivery Van 214

d Rover Forward
Control

Bedford 1IA

Bedford CAL

dtOM CAB

-Bedford TJ

Bedford 1'1

Bedford SB

Bedford VM

Bedford VAL

Bedford VAM
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c 0 1 V

� Bi Cab.

AEC Mon h •

To,ot Hi CE

Mini ACE

D A (R aeries)

frucks

Coach

4) Aaaembl r: Sw dish }Iotcr Ass bll Ccw tion Sendirian Berbad

Manufacturor

1:I••=
.I:I_aa.�.....

=---.:!&I-_._,..___•.
_1:1.11:1= •••_

Variants
I� Basic Model

Volyo 144 s

164

Saloon �

I

') As8el1blers Capital Motor As bly Corporation 8endiria.n Berhad

Manu! cturer
Vari ts

Opel

Basic Model

Kade

l:rd

ore

_____a

Saloon, coupe, caravan,
and sports.

Saloon, coup , carawan,
and sporta.

" oon onlJ

Saloon onl7

Saloon onl7

Kapit

Admiral.
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Manutactur r
.

Basic od 1 Vari te

Dlplo t So.l.oon olll

Pontiac Pari ienne Saloon 0111

Ni san C ic Saloon only

Dtsun Blu bird ....al.oon sport

S� S oonohl.7

If p trol 4 x 4-

General Motors Opel Pick-up, Truc 8, Vans.

Corporation

Nissan ltotor tsun Pick-up 520 Pick-up

Compaey Lim!ted
Nissan Fick-up

6) Assembler: Asia Automobile Industries Sendirian Berhad

Manufacturer Yari,ut.Basic Model

Peusot

Madza

B.M••

Mazda

204

404

800

1000

l.500

1800

2000

lSazda 1500 B

Saloon and PCD

8&1oon and POD

Saloon o�

Saloon and POD

Saloon only

Saloon only

Saloon only

Pick-up, Front-end,
C b.
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1. Murrq D. Bryce Indytrial l>enlo'E!!!9t
- A Guiu for

Aeeeleratty EoODOIIie Gronh, McGraw-ll1l1

Book�, lII.e., ICe. York, 1960.

Policie. and thode lor Ip4Mtrial
Den1o_nt. McOra.-Bill Book�, Ino.,

Ne. York, 196s.

Economic Denloe.nt - !he thldel'deftl0p4

'orlel ad the Aaericg Interest. Wa4aonh

Pablll1hina�. Inc •• BelAcnlt, CalJ.tonda,

JUDe 1962.

alter Krause

4.

s. !&rilt Aclv1sol"1 Board,
Kalapia.

Written !!Ul 9J:al End_ce. JIoa4 Motor

V hiele., Part I aJMl Part 11.

Motor Bwsille_, Mo. 47. Jul11966.
6. The BeODOIIi.t

Xntellisenee Unit.

7. 1", Indust!'l, J'.m-.ar, 1969. published b7 the Far But !Joa4e

Pres. u.iteel.

8. P'eroz KhaD

Federal. lII.clustrial "ian IIlcluatrial DieH, Vtl,. 1,
10. 2,

Deyelo�nt Authorit,..

Federal Induatrial .aiaD Iaduatrial M.... Vol. 1,
.0. "

�nt Autharit,.. 1 •

U. Far Eyt,m EcO!Ol!ie Rane., April, 28th 1966.

10.

12.
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