CHAITIR IV

_ THPLICATIONS OF Z3TiBLISHING AN
AUZOHOBILS AGSSURLY INOUSTRY IN ML YSIs

When discuuoing the possible implicuti-ng of establishe
ing un auto2evile ac.ouably indusiry, wo cunnot, in tha first
rlicoy prodict exuctly whut the implicaticns 11l be, ond 4n the
occond pluce $0 whot extant the consequaences will ¢ rrye sfredice
tions will no doubi hive to be buged on cpeculsilons whiich 4n turn
will stcu from experionce in other countries, and secondly Irom
logic.l deducationze "It must be kept in mird th.t cctusl inplie
cations may full short of what is predicted hercy or nuy vroceod
beyond whet ¢.n be Li.glioed nowe The cutomobils industry's
contributicn to the .merican econony i3 unmatcled by sy other
privote onteiprises 4nd later in this chapter it will bo 5.44 hou
the <merioim wutomobile incustry bus contributel to ito oconLMY g
tojether with excaples of other countrics. It zuy well be calde
"Intoresling peihupsy but that's im the Stator; vhoity thut oot
to do with this partof the world?" The answer i5, of course, thot
everything is proportionate. Ve canmot hope to ratsh the hipga
desree of /mericun industrislization - however, wo cun still irdue
strlalise in proportion. 1m the srme wey, thoush we camnot ona
to derive as nuch benofits to our ecoromy frem our notor asserbly
irdustry, us ian the United States, we can otill ¢y on fith nora
sodest expectutiurse With that we cam curry on wad lict the
possible implications of our ploneer motor asnonbly industry.

inersifioubiua gg ghe Econggz

This 10, of couree, an obvious implizition, but 1t =uat
be uoted thut,thL; 1 just one of nany of the Goycrumentfs PTO=
grennes to diversify the e<conomy, there dy avoid:fg thc.;racarioas
dependence on the tia and rubber industries for ils prius source
of sustenance. The J}ulaysian economy is h3uvily dopondent o? ..
rubbere. It auccounis Jdirectly for about 13 of ché qonbingdjaaﬁ o=
nul product, for uver 20 of total enployment, an%hibo:thgﬁp of
total exjorts, =Rubbes prices huve fullen frou a 2,I92 gh o
$1.06 2 pound 4n 1960 to 71 ceats in mid-1963, .ni ‘chg ozgntcn
lower.? ey e ‘ttilki::;gziogu:izggfigiggxgran?;3nthatica.

ears as a result of greotly = 24t
ghar: might ovnntuallggbc major techaical advances in gggt?:;:zg
which could leud to even lower prices. The econuy wo 2
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vulnor:ble to this risk uatil significunt progress is mnde ia
doveloping ultoraative sources of income ngd ggploymont. Tan,
which rumnks socond in M:aluyasian export eurnings (13’ of the total)
18 likely to remiin stable at best becuuse of supply linitationas
and competitior from subatitutes! - .

The motor asaembly industry is but a emall steop in the
diversific.tion »remrmne, but it is a sure stope 1.0 must not
dook at thia fo..uro for what it presently reproncntsce. This induoe
try could exort Yeprend" effects in the form of “forvard" and
"backwerd" link~ren vhick 48 discunsed later. A fou yours of
growth cheuld pive it greater aipnificance to tho cconotiyy than 4t
ol now uguunde +<ho aubsojuent sections, I hope, will sorve to
11lustruave ht this industry will muke itself folt in the eo0N0nYy,
+nd will Lo & step awoy from the traditional agriculturol nuture
of tho econuay,

The rec:ant growth of the mamufecturing coctor uppears to
bave bean yuiie sepid, particularly inm Moleyay the not volue of
output in Mol.ya probubly rose by over 30 betwcon 1959 und 1961,
accompanlied by a risc of around 265 im saleries ind wupes paid and
29% in Lthe vulume ol commercial bank lending to the munufacturing
industrye BRanloyment in the sector rose hy about 15° in the a~me
periode In 1701 roughly 22 of value added orijinatod in primary
processing, 42° in food and other basie manufacturcs, und 367 in
the more capitul intcnsive operutions, The motor zssctbly induse
try should new coatribute to the third ecategory of manufncturing
industry in Malaysia,

Development of Ancillary Industries

The €inil asseamdbly operations of tho motor industrics
of many countries ure increcsingly being perforrmed in onpocial
plants not fur from the deulers. The deaslers, in tura, have locu=
ted with an eye on potential markets. And with tho migrotion of
pooulation t> towas :nd cities in industrislised countrics has
moant a clustering tendencye This decentralisation of the finzo}
assembly ctuges hio been for certaim economic recusons like lower
costs of tr.nsvort in knockededown conditien. In iiulaysia, the
ricture is not of decenmtrulisation but ruther of usseribly plonts
being located in or in the vicinity of urban centres = Petoaling
Jayae Batu Tiga end Sungei Besi. This location 1o because of
necessity for large numbers of people to provide morket, labour, ,
some raw matorialse ond still other advanteges, luny of the "ruw'
moterinls of the motor industry also are to be had most che:ndy in
areas of conplex manufacturing activity and associated dense popuw
lation,y for the industry depends almoot entirely upon other munue
facturing to supnrly such materials. Withouwt such materials being
suppliod, thore cun be mo car manufacture. For exumplo. we caanot
" have a car if there is mo industry to produce tyrcs undﬁtabea on
which to run one This is one of the "backwurd linkngos" of tho
motor ear industries. But again juat a few of these will not doe
As mentioned in the last chapter, the making of motor vohicles



involves the puttin: togother of some 15,000 seud=riniahod
finishod nutorinls into completed unitaf' In our wzioiuly 3:3:9_
try it would invelvo the putting together of about 1,500 gubetaoe
ozbled purto to;othore Thorefore wo find that vii: :.ior 4nd ustry
providas 4 no.no to link many industries within :a ccomouy, und
they c:iut cn & rocinrocal basis. %he oxistenc» of tho Lotor
dncustrye in £ ¢ty rovides an incentive for ot!: r "Luilniord
&ndustry eould 2ink the rubber industry, the tin iniustiy, paints
incuatry, unepoletery industry, tyros, tubes ani butteiics, und
80 n:ny othorse

The rooult would be the creation of wh.t 45 ¢ Lled
fextornal eccononies” « the mutual coanectionr of Inlucizl s ag 8
rosult of wiaich invecineat in one direction makca Anvaclient 4a
othera more proilt.bles <o 8tress Low importun:t (u.iclllury
industrics are to tho moter industry let me quoto o fow craanles
of whut a motor ¢:r produced in the United Ltatis naoye Lvery
car uses socven niles of electric wiring, wnd wlioct ¥ the ridlles
produced in tho vl tos are on the roadi im one o r the United
States woldcle induntry uses enough plastic vinili to sover 12
nﬂucazlirw eofus, or one for every fifih houschold 4dn tho
Statose

In fict in order to promote the motor inlustry uad the
oubsaovent nupufucture of parts,couponents wnd ..ciou:isrizge the
Covornmcnt ia intending to impous a progressive ..c.x.bly tux om
vehicles th.t £.41 to meet the local content re ul iiant, to be
daposed at cort.in intervuls (Chapter II)e This uould be am added
incentive for the development of ancillary imnductricue

A presont 3 suitudle parts are manuficturod locully
and ocunsorted by the Government 3 tyros, tubes nd buttericas
nd ulthough tho ussonbly industry is not gramt.d tha _doneer
stutus, the azcill.ry industriea are to be givea tids troutmente
provided thut the Government 1s satisfied with the qudity ol

the producte

70 give ca i1llustration of how the ucice dndusiry e
stimulate loc.l an.lllsry industries lot us tukd tho ¢ vo of
pmamufacturee 5he prosent cnnuul market for notor vchiclos
c.n bo t.kon 48 25,000 unitse If those 25,000 viliclueo wore to
use locully mide Syros, thenm the annuul demand vould rou iy
work out to cbuuts :

125,000 units x 5 tyres (plus spare) = 125,000 tyTese

(¢} 4 cource not w1l 25,000 vehicles cun be oxpactcd‘torbc uslng
locul parts, but ut the sume time some vebiclco (lorvicay trucks
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and vano) uce soven tyres {plus gpare) instead of five, and,
agudn, replacenents for usedeup tyres und blownsout tyroo would
also crocto deinde Ilowever, this dooind should creato inceonte
ive for locul riinufacture of tyres, which in fict 4o clready boing
dono by Lunlop'se 4o sume cun be said for tubes, (nd co nany
otheor parts of o motor wehiclce '

Apart fron tyres, tubea cnd butteries, there are soco
othor ports th.t ure being made locully. They arc rubbhorenoulde
ing for linins the doors, screva und tolts, bulbs (ninufictured
by lldayun Lixipo Coe Ltdey Potaldng Juyu), door vicors, chrendun
ornunonts, windueroon wipers wnd eoildl cizod coil ooringo. A
host of other itsna thut cun be nunufuctured hero veroe nentioned
in Chaptor II, uhich the Goveriiont hopes will Lo dunec, coon as
assonbly oporiticns besdmg It s surpricing, tho ruto at which
cona countrios huve doveloped their motor industrye

7 In tho Indicn autemobile industry, while ths pre;rosca
of tho nmain auterobilae industry hus been asutisfuctory, ovon rore
eo hag bocn tho deovelorment in the ficld of manuficture of wiiide
llary itonse Scheozea for the munufacture of alnost ovoery colpoe
nent cnd accossory in an autonobile huwve been arnroved and ora
cither 4n production or under inplemontation. ‘horezs in 1943,
thore was hardly uny napufucture apart from the ussceibly fron
tiportod conponcnta incorporajing the indegenous tyrc, tubo, batie
ory and upholotory cuterisl,” the present averao inaigonoun
contont in tho cutomobile industry has surpassod UC.'e” DBut one
must not run avay from the bleak side of the piciuroce According
to the munufacturos, though the indigenous eontout is over 900,
it 48 of cn)l sipnific.nce because the requirod rau materiuls
are not avuilable trgm indigenous sources und large quantities
have to de importede

In addition, producers of curs and truciks complairn that
the prices of indiscnous components and ancillorlizgare noarly
double thooo ef imported items, and this is beccusoe of lachk of
indipgenous raw naoteriuls, idle cupacity in plunts, und these
plinta boeing too cuul& to recp economies of sccle - fived cout
per unit is too highl

8o, we motice th.t while ancillary industrios can
develop, ond wAll, under the Governnent's policy, w%ethor the .
vhole projcct cun run on an economig basis ig a Jiflforent queosiicne
As mentionod 4in the last chapter, the problem of volune of procdue
ction, is 4ndood a vory significant one! The ancillory indusirles
wvill be huiled bociuse of employment oppositunitics thut will ®o
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cre:tcdgund'becaumo of the revenue thut would bo dcrived fron
theme but it seens that the public in general 1s goinz to guffor
in tho forn of hijher pricess And wo rust mots th .t Indizds
g;cdugztcntia sbout 70,000 units por yeur, and ovca thut produccd
a uatlon uliore demund exceeds ouppl and it uith 1
slats nourlict of 25,000° ik R

l ‘ ncﬁ. to tl:e the cuwe of the Spunich nelor irdustry,
Vhen tiio indusiry rcatarted production in tho 1200%s, wis he vAly
dependent on im-orted comronentse IlHowever, the foroi—m clement

has Locn gr.odu 1l viduced snd to-day F/5.4 (Fulricrcicn de .nter ow
viledy Se o) ond 00 T (Sociedad Espunola de ..ubrocvilea de Turtonin),

the tvo riudn cur viavfacturers in Spudn, dncorscr.te reie thon ¢

of locilly o o corcnentss Thut 48, @ rapid c:n ncicn dn cortces
ncntg nonufucture vithin the short period of 14 yourse

In Spein about £0 firms nake motor vclhicle coimoncntce

In acddition u lorger numbor of workshops and &1 MNmmgo nulte
Ainited quuntiticp of spore parts and components for roplacormnt
in old und cocoudel::nd curse Whe components induciry luo Locuno
pore clooely linl:cd with motor vehicle munufacivro und Log eininde
¢d ¢t puch tho rine rate as vehicle production iloolfe The streng
upvard trend in ccaponent production since 1560 his tboom accennine
ied by cttomuts at _roater stondardization of consoncnloy bt tho
industry still has a long way to go in this dirccilone Soveral
foreipn fir:ce including Genersl Hotors have giam intorcst 1a

splyins parta fraa a local munufacturing base cut wp on their
owa or in apoociutisn with an estublished Spunlich ninufoctureore
However, at precent the Spunish motor vchicle ronuliiturera are
still dopenilent on foreign firms to supply componentide

Tho expectad imcrease in Spanish molor vehicla nroduction
will immose conosidercble struins on the componcnts lndustrye lure
ther devoloymant cf this sector may require tecinic l cg.dstiace
from foreist firms :n a widor front, :nd within {ho Indugiry grea=
ter otond.rdigition .md rationalisatione Only ln this woy c.a tao
present rol-tivoly kigh cocts and prices be hrought down to levels
that will stund up to internutinmal comparisone

LAg-in wo soe that while a local asecnlly industry ¢
estzblished which is fed by local ancillaries, tho cogt fucter %3’
one biz probdlome So it is a case where the pocd cilocts are ilshe
ed ac.inst the udverge effects,, and the Coverniond huo obvmous%y
thought thuit on the whole it is still worthwile to go zheodp citer
&ll vo hove to think: of the long run implicatlionse

Lastly ura~t from stimulating feeder industries to
dovolop, the uancmgly industry can also stimuluto otier indp?tr%ca
vhich aro uot in ony way connected with it. Thig 1sacuna&ta:3ughd,ff
the Ycorecd offoctsi's Let us assume that the nulor gndua:rgﬂag
alrc:d& in oper tion, with the zgaembly plant ::d the ;nc*l¢hry
industrics. By this, a spur is given to the gcneral‘devclog??ﬁt
of the corunmitye Opportunities of employment :nd Ligher incones



are prov;dcd for thoso unemployed before or enrloyed in lecs
renuncrative wiye Locsl businoss can flourish i3 tho demand for
thoir preducts .nd corvices iucreusese 4he murict ia videned,
nore inductri.g cre cttraoted, ricing profits incre oo wvavine ond
more invectrunt reoults, Yhis, 4n fuct, cots in rolicn a certodn
nonentun in industriil expunsion. The expunsion ;=occsa croutes

oxtornal oconcnics favouruble for sustaining tho coiiind cnd lovel
of profit,

Stability of tcangx und Country

In tho cource of hor cconomic developnert, lidluyaia hos
developod un unfuvcurobleo bulunce of trade sinco 1001 ind vhich
8tood ut a doliclt of $407.7 million in 1964, In toiua of bulince
of poyuents cn curront account the doficlt anmountcd to 4$051.2
millions Stotistico of imported items whose v:luo execded § 1= 5
million per cnnun glhiow th:ot there are consider:ble nos:ibilities
for petting up cinecuble new industries dosipped {~r injorts
subotitution, o soon as the big ploncer industrics ret ianto
memontun, thoy would provide anm impetus for locul ¢ »itulldsots +o
perticirate in "essontially productive! vonturen th .t would ouone
tunocuoly form a cot of "incoroeraising forces" yiolling adlitl:
na) national incomes looking at the import fipurvs fur rotore
vehlcles, wo £ind tho vulua increusing yoar by yo.r, the 1065
fisure boing £97,419,417. Ve cunnot hope to suve thic .aourt of
foroign oxchunpu by starting local assembly und lcc:dl coiponeats
monufacture becuuss our industry would etill %o a gract extent
depernd on imported compoments or imported raw matericls for nany
of the locally-nmade conponentse

The uoe of high tariffs on imported wehiclea, im Spoin
helps to insulate the indigenous motor car manufuocturer using
locally-nade compononts from external competition ind to rrotect
the exponding econcny from bulunce of puyments otr ins due to
oxcecodve imports of these highly desir:ble conzunor [oodSe

It scens the queation of foreign exchimnpse sovings is a
very controversial one, and should not be gone into unloss cme is
an outhority on that subject. Suffice it to suy hore that Iif wo
cut dovn our imports without decreusing our exports ut the s.no
time, then our bulance of payments position would be enhancede

India fecls justified in grunting protection to thoe
industry on the grounds that the achlevement of scliecufficiency
rog-rding truasport vehicles wus of great import nce to the cco=
neny «nd that even in regard to passenger cars the consumerkwopld
have boen far worse off, if in the present diffieulties regurding
foreisn exshunpe there had been no domostic 1nduz§ry. Fcf cuonnlo
4n countrios like Hnluysia and India if bulunce of puymcenis
conditicna becune very acute the Government mirht bo forced to \
rectrict immorts of notor vehicles or conponentce But if)thare ia
local industry which is self=-sufficient; them the public uill not

be deprivod of this precious coamoditye



_ Going agdn to India, the industry pliys a vitul rola
in the life :nd cconctuy of tho countrys its contriluticn to tia
nautionul cconody cud the resources of the Govermiont are Ancycipe
ing yeur by yecr thoxcoy contributing to ovorull n:iii.nul dovilope
nente The contridution of the uutomobile m.nufucturcrs to the
cxchcquer§ of tio lnicn und Stute Governments by w.y of Custan's
Imty, L:ciso Duty, und S.les Tux, etces h.s incrocsed tone-fold
over the lust soven yours, and wup estimated in 151, to be over
Rupoes 20 croroc ¢ por yeare 4“he automobile industry his pride of
plico tmong thosve industries considered essentil in tho nutdcn.d
aoconony of :ny country, particulurly in & large country like Indic,
The industry hus u voluainous cupacity for emplcymcate

Lucty but not the lesst, 4s the flexibility of the
dndustyyy it could oucily be switched over t> othor itcna of proe
duction in wny nuational emorgoncy not only by visiuo of the weans
of production at its disposul but also the suporior tcchnded
tzleont asccuircd by its personnels This 48 of sirutosic inportanco
to any nation, ospeciully in these troubled timoco,

To oun up, the industry helps to maini.in a fuvour.ble
balance of paynento while comserving foreipgn exch.npoy holps to
achieve solf-sufficloncy in troansport, contribvutcs to tho oxciogue
ors of the naticny und laetly, develops technicul cliills unG urove
1dos employnment oprcrtunitisse Of military iororiunco would bo tho
otrutegic implicution of the industry. we must now discuss a littilo
gore of tho caploymeant opportunities the industry hos to offer and
the akills to be dovoloped,

§gzloﬁngn§ gnportunitiea and Skills

then building a cur, it hua to be properly zsccmbled to
the exact specifications of the source monufacturore .ipart from
the 1,300 conponont parts to be assembled, they have to be nuode to
work to safety stondurds cmd quality stundardse it t.lieo an
average of 80 man-hours to ascezble a cur and tho mon have to be
found and trainede

The Govermnont, in implemeating this rrosr.asee had in
nind the First Muluysia Plan's k50,000 employzent turget, and has
cladmed that this incdustry will offer “¢recondous’! conleyaent
opportucitioss The iguemblers' /fssociation hus gidd thuit 1€ il
of ito tcn mozbers were allowed to ussemble, and i? t?c combined
muarkot of Moluysia cnd Singupora, enploynment cp;arugn»tiig gould
be ercoted for 2,000 at the moste” wiith tho excluzdcn ol t“'r‘
Sirgcpore market let us deduct 25, which leaves us ﬁith 1§5§4
jobs at the moste This does not seem &0 "traaendousﬂ ufter alle
The Mercocoz Dons truck assembly plunt in Petulinz Juya has mgm
output of botwecn 1 end 2 units a doy and eaploys 18 peorles The
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Volve plint wvhich 46 being net up in Butu Tigu 1o to aploy 135
vorierse T

But tloen, vhen cousidering the enpleyneut onrGrtunitica
th:t the incduotry will offer, we nuat loek more videly thun just
et the ceoocembly plontse Firot of w)l there will be tho jcba
diroctgy; vlitod to cosembly, Dut with gradual inere o of indige
onoug, b0 nd more caecillery inductrics will Lo crosted ond
theoo er.in vill nein more emleymont opjortuniticse In 1961, 4t
tzo found thnt 58? of Maloyeia's porulition wus 4ound to be Lilog
19 yours of o5ce” Whis mecns th.ut we have & very ouihlul popie
latisn cnd thut Jebo have to be found for theso recnle goone ot
the o o time, of tic econondcally active nennl. iion iu 10004 4n
Holoya 6407) wiars found 4n maruficturing induatrlos, whilo for
:'iielééyﬂi{% the fig};m Vet - "!a?f»? Thig im3 a very o201l nercentiopo by
w2stern stondords, und 4t is with industries lilzo tho cno wo oxe
conuidering, th.t inmprovement cin be brouzht ebout in tho dise
tribution of the worliing populetion.

To 1llustrute the extent to which tho rotor industry ean
provide Jobs, lot us examine the aituaticn in a fouw comntrioose
Firat the Unitoed States, the country cthere the rnotoy induotyry is
oot advoncedy the industry rrovidos jobs « dirccily or indirocily e
fer 1 of every 7 salnfully employed rorsomse The United Stutes
produces ¥ of the world preduction of sutomobilos 1.0 10 millicn
tnits cut of the world production of 20 millien unltos

Rext, ‘ustraliaes The total number of vchiclcs in
tustrolia 18 oxpeocted to increase by 60% ir tho ncxt 10 yoarse
™o .utanotive industry has become isustralials gro:toct aingle
cuployor of lubour with a production capucity of 375,000 wchicles
o voar in less than 2 decados. More than 1/10 of the nuticnts
b4 million wa; o und salary earmers ure enguged in tho mamuf:scte
ur,ascezbly ond distridution of vehicles, oupply p.ris nad compo=
nents -nd the ranufacture and distributien of fucl and lubriciatse
This oxummlo nlone gives us a picture of the wide vurioty of funw
ctions invelved in the motor industry. The range of more thun
£00,000 typeca of rotor epare parts und accessories nado in Auctraoe
1ia 48 the most extoamive in the world to-daye

In India, the salary and wage bills o2 the_main RnuNue
facturing units hu;e gone up over 8-times betwoan 1954 crd 1960,

These ex:rr-les serve to show the grect nctential of the
motor industry for auployment opportunitics. But‘&aggin. to
pateh thoso excpples theyre must be the demand $o otimulato the
grouth of the industrye nith our modest murket wo pannot crmoact
to match the rdtuztien in the countries mentioncd, but then we
can do so in nroportion. After all, Maluysia is a highly motorisecd

nation, much morc thua Indiae
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“part fron employment opportunities, thils inlustry :lce
n.nuficture of il rotor vehicle wund vageably ro tircs tho sory
c¢o of motor BOCL - RICH, puintors, welders, electzlct nitg ¢8Ce "

ipzrt fron tl';cx;:c 's.';:)‘f‘;l(“l‘a there will ulco be the acol to develop
enterprencuricael ©ldlls for the eanaging of the asicibly plunts

‘herefore the oot bilinlhment of the uspesdly incuniyy i1l ot the
G.ne tine bg an irducenent for the developing of v.»lous a:1115 in
thio comuunilys iscurding to the 1569 r¢.ort on LLo Xudlam notor
ix'adustry‘, f:x.lcil yeur the workshops of the manufuciurcrs aro DYOVie
ding tecum.ufu truining to 1,300 upprenticos. v Llye A0 Conie
Junctdon wita the Vuivo plunt to be estublished in Liiu Yl
tochndc.l asuictunce und produstiun a.neganent Uill Lo nrovidod
by tae {octory in Swcdene Selacted Hulaysdians wlil Lo $rodrcd 4n
Swodony by tho companye That is one exwirle of “i iain~ ts be
provided to our ilul yvoianase In the sume way, othior Ll.ztos to Ve
opened up hero will huve similur pluns for techala:-l %4r. aang for
our loc.d pounlee Tho Montlfort School, for sxuiilo, !mouilng th:
thore is demand for cuch skills, could intensify t- ininq 4o tiis
ficld cond could dovelop as an important source for tachaisl
CUTierse

oa the eone hund,y =rd the ranufacture of compencnts €1 Lo oiaT,

The eand reoult could be the developmont ¢f vorious tache
nical and munugerdal wiills which with time could cwnrosd to otiusr
sectors ol the econouye <he fuct thit 80 muny nusts have o Le
panufactured would act as training ground for otiwer mecchanic:) ard
ergincering lndustrios. Jor instunce a person huvin; sicmordcaco
in nunufacturing motor vehicle parts could also bc ecpleyed dn
othcer engincering industriss.

_qz_ect:!.on of Rovenue

Surely und certainly there is bound to Lo sono chunpge in
the revenue that tie¢ Covermment derives ficm wolor vchicles dn
this countrye Frcm th@ present import of vehiclos 1a C.DeUs cCordm
ition the Ccveracent derives revenue thrcugh tho ~VIF (0d ¥clorom
Regisiration Fea)s (e shall not consider the Hoad 1.x in this
context bec.usa no chunse ia anticipated, und iv isc in no vy
conrected with the ectubliehment 58 the sotor vchicle cosamoly
industrye 4@ I sald thers 1s going to de chaare in revoaue, but
vhothor tihst poang an increase or degrecse is boycond our gusose
or calculationse

with tho establichment of the motor as:m:slyjindurit?,
2 zoro forms of reverme come into playe They-nro the imzort duiy
and the agsonbly tuxe The import duty will be iz:poaef_i sithin 18
months of Ffebru.ry 24th 1966, while the sssembly t.x% in to.oee
D1p080d at dutervule, the first being 2 yeurs frowm Fobruury 2ith

1956,

with the irvlementsticn of the importe duly, th? Governe
nont will incrouse its revenue be€ause im additicn to the AVEF, it



will =)o e:din tho frmort duty Jevicd ¢t the rutcs croeifled in
Chirter Iy on CuBeUs nd S.K.D, vehicler, No Joult the CoBoUs
und SelleDe vehiclca ioreorted will decre: so with ti‘c bolh bece une
of the duty . = bee uie of the quots reetrictisrs, Uit U111 it
vould zern additler 1 r1everue to a certuin wtent viich the counte
ry dd not previcusly obtzin,

Furtler, ¢11 those loc:lly asseubled vaiicice which
corld rot nect the Covornmentts youdrensnt of 1.

be mibject to in AuSerly tuxe  dew wuch this woulld o

beyord our jprellicticy 4t the rHoucnt, but &t would
revenue for the Goveriiiont,

Thoon two iteme indicite thut there 15 Youn? tc be comg
dnerecaoe on Lhe vholo, 4u the revenue, Eut wow I-% un connidep
the (VeReFes The t ble bolow indicuted 1265% I-oort of coler
vehicleo «nd the oVe2,F. cbtoinecd,.
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Deccrirtion 1205 |, .
Vohi Y™ " Revonualy)
Ori@.n of Johiicle. Qﬂﬁntity Valuo (s) . t0 4
—— . -
Comsonzeclth | Fussceaser ‘ '
Vehicle 9,143 | 43,182,954 10" Ly313,2985
Comnonveulth | Connercial
| Vehicle 1,528 8,801,410| i
Hon=Con:ione
To.lta Pooceonser ) ' -
Vehicle 94698 [43,032,215| 255 |404756,05%
Non=Conione ‘ol
seulth CoLnare . »
Vehicle 483 2,402,838 159 3004426
Total 20,048 |97,419,417 154436,775

Ve can Ged that tha largest contribulion la the ﬁ.?.?.?.
comas £ro@ passonger vehicles of noneCoumonwealth er;gin. ugieu B
in Z.ict contridbutea ubout two=thirds ol the Fevonue 1nuth9 fom ol
heVeiieFo Unuur the ucsembly progrumne, al} loc 4ly qguoqcle§ N
vehiclsa vhich wmecet the looud content requlrem?ng volud bcwcwnr%ﬁf
tho preifcrenti.l vrata of AJV.i.Fe, thut i3, 0. x\r'yapaonbgr GIDT,
~nd nil for councreicl rvehiclese That m64§3_a%1WVC§$?;ecwoi”§enr&
Ccuusonsie..lta oricin which before pald the u.f.n.:.rrig?'?; a;aiiig
155 for pugocuser cars cnd commaercinl vehicles rgffoct;\uly. w =
now poay the greoatly roduced preferenticl ratee 4113 of course



@ o068 in tho forn of revenue derived from A.V.!,F, sourcoe Tho
groutor the nunbor of vehicles of non-Commonwe: 1th oririn that are
oogenblod loc:dly, the greater will be loss ih rovonuo,

llouy the (ucstion 4s whether the imcro.ce in rovenue
froz tho inmport duty :nd the assembly tax will moro thin r.ko up
for the loss dn ".Ve!,F.? Or, will they exastly bol:nco each
othory oo thut thore ie no net guin or loss. Ore will the loss
be greater thun the giin. These are quostions th.t c.nnot be
answereds Only time will telle Thio is becauco, over t{ime, coots
of vohicles cun chun;e, tooling costs c.um chanpo, nodolo in 4he
market cun change, cnd this could peeusldbly reocuit in o chuape in
the consuner's choice of vchicle, not forgettin; o roscibie chunge
in tho conouuep?s tootee Therofore any attempt ut computution of
rovcnuo from those ocurces would be unrealistice If, doespito the
import duty, peonlo continue to prefer imported vchiclos, then
perhops tho revonuo could increase, or the losccs in revonue
reducods Thoro 4o ulso the question of whethor loc:l couenblers
will be able to nmeot the local content requirements, or uhether
they will bo ponaliscede Jloo, to what extent vill noneComnontiealth
manufucturers agcenble in lalaysiae All these vuriablos cunm
affect the revenuo positione

A1l that can be said now, is that thero will bo chonge
in revenuey dbut noty in which direction,

All this vhile wo huve been discusasing tho implicutions
of the agsenbly industry on the econoamy as a wholos llou wo achall
consider'the alleimportant consumers will be affcctods

How the locl Apsenbly will Affect the Consumerso

A vory important question that the muneinstheo=strect
will ack, when informed that cars are to be assenbled locilly,
will be,™:ill thut nmeam thut cars are going to bo choupor?®
In fact most luynen would expect lower prices for tvo nuin reasonos,
Firstly, thut bec.use vehicles are being assemblod loc..lly, locul
labour is ucede .nd it is well known that locul lubour is chouper
thun thut in Durope, llorth /merica or .ustralia, cnd so thio ghould
bring down the cost of locilly assembled carse. Socondlys fornmerly
cars were shipped to Mulaysia im built-up condition. Lut now that
they are to be shippod down in knocked-dewn condit?on. the trunse
port costs are lowor, ond therefore the vehicles chould be cheapers

Those fucts are no doubt true, dbut thouve two itcas,
1sbour and froirht charges do not constitute a larre norticn of
thoe cost of the vehicle, and so any difference in such costs ere
negligidbles The facts thut do matter very much are voluuo of
production, locul conteat and technicul know-hou,

lie have clready eatablished the fact thot th@ mdnd:nu{,
output for econcrdo assembly is 3,000 units a yocare But it lgoha
like = .ny of the ;lunts are going to produce lecs thon thaty which



nouns thut fixol cooto per car 4s hi er which wltinatcly leads to
higho: prico of the car. The Volknnggon is munufucturcdfin Turope
at the rato of ubout a nmillion a yeury in puch u ccoe fived coutn
per ¢:p 18 quite negligiblos The Volve plint to Yo ccitibliched in
Batu Tiza 40 sunpooed to huve a full c.pacity of 2,500 curge liowe
ever, 1nitiully the production will be 145C0 unito o yc&ria llero
ie one cxam;le where production is to be curriod on beloyu vlart
ccpacdtye Gho idlo c pucity is going to be roflcctod in hishop
pricese lire I,G, Gatoa, retiring Joini generid n.nizer of the
tiourno Brothor Group, at a Presa Conforence forcc. uted thut villiout
a Muliyciin « Sing; ore cofmon market arranpomons, tho coast of
locudly cosoablod voliicles would increuse.

lext, the prices of locully ussembled vchiclos cun be
expected to rliuo bec.use of loc:.l content. torn:llye if we imrort
tho vohicle in lmockod down condition, we expect tho cost of the
"delotion allowunce®™ (4in our prenent cuse, tyrouy :ud buttetics) by
the baole mraufucturor to be whut they would cont loc:llye But
this 13 not cos Ao on fllustration, lot us t.ko a hypotheticul
oxarle of a cur vhooe five tyres (plus spare) cost L:5 onch, five
tubes custing §3 ench, and the battery coating 10 "hio oun of
thoso itons wuld be 5240, So when we impert tho e¢.r in Lnocizode
dotni condition we exnect the "deletlon ullowance' to bo $2L0. But
this fur from the cucoe The value of the deletion ullow.nce cuy be
fur short of $200. c.y about $160. <This 18 bec..uso tho busic puru=
fucturor getso hio conponent parts much cheaper bec..use those itaus
are produced in nuse quantities, rcaping the econvnies of cc.lo,
and the finul vrice i3 very much lower. The cur night oripinclly
huve cost $6,000, 'ith the deletion ullowance i: would coce down
to $5,850, .nd £in:lly, whon local parts are added to it, tko ecar
coote $5,840 plus 3210, which amounts to §6,080 = ©CO nore than
oricinal pricel 4“hio exumple should serve to illustrato that
loc.l content would moan higher prices.

The reacon why locilly manufactured partsc ure oxpenacive
4a becuuse thoy are produced in smull quantitiesn, with inforice
tochnic:.l knou=how, <nd in some cuses using importod ri.vencterialc,
Lockheed br:kes, for exumple are produced by tho thcu:.nds in
Brituin und thorefore reap ths economioes of scalece The deputy
chairman of Champion Motor (M) Ltd., !ire R.Z. Butchor, pointed cut
that the more local content that was used in a cury tho highor
would be the prico of the cor. ,

Mr. 1.6, Hopworth admits that "no locnl asconbler con
exist profit:bly und oconomically in a market whore Duilt Tp Volhle
cles enter froclye The importation of Built Up Vohiclea is iofi-
nitely cheaper and more economical in an unprotectod narkot,

W‘- N
7ﬁtru£ta imes, July Sth 1966.
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