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DewDr Carter,
Australia’s Relations with Malaysia

TheAustraliaMalaysiaBusinessCouncil (AMBC) wasformedin 1988 to:
- representthe interestsof membersin commercialand trademattersbetween

MalaysiaandAustralia;
- provideservicesfor membersin relationto Malaysia;
- foster friendshipandculturalunderstandingbetweenthebusinesscommunities

especiallyandthepeoplesofAustraliaandMalaysia;
- promotetrade,investment,technicalco-operation,economicco-operationand

tourismbetweenAustraliaandMalaysia;
- assistMalaysiantradeorcommercialactivitiesin Australia;
- establishandfosterLinks with thecounterpartMABC in Malaysia.

TheMalaysiaAustraliaBusinessCouncil (MABC) wasestablishedaboutthe sametime
andhassimilarobjectives.

AMBC Membership numbers 136 organisations,which it is believed undertake a
significant portion of the Australiancommercewith Malaysia. It is almost exclusively
corporatebasedonafeestructurerecognising:

• “Larger Enterprises”— more tan 200 employeesand/orturnover in excessof
slOmperannum-iS

• “Smaller Enterprises”— less than 200 employeesand/ora turnoverof SlOm per
annum- 103

• “Individuals” - 13
• “National” members-~ 5 - whichpaya premiumto haverepresentativesnominated

in morethanonestate

The AMBC has Chaptersin New South Wales, SouthAustralia, Victoria and Western
Australia.

Chaptersnominatea representativeto the “National Executive” where they join the
annuallyelectedNationalPresidentandDeputyNationalPresidentto providedirectionto
theorganisation. TheChaptersaretheprimaryprovidersofnetworkingandinformation
access to the membership. The “National Body” engages in consultation with
Governmentin Australia and Malaysia to advancethe commercial opportunities for
Australianbusinessandto influencepolicy development.
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This submissionrelates to the Terms of Referenceconcerning “economic issues,
including trade and investment’~ The AMBC’s South Australian Chapter is also
providing a submissionwhich outlines activities typically undertakenin supportof the
relationshipandsomelocally identifiedissues.

TheBilateralCommerce

The Departmentof ForeignAffairs & Trade and Austradewill undoubtedlyprovidea
comprehensivereportandanalysisof thebilateralcommerceandits trendlines. To frame
subsequentcomment,the Council recordsthe top ten merchandisegoods imports and
exportsby valueandthemajorsegmentsof thetradein ‘services’.

Exports-~ Australiato Malaysia(A$milllon

)

(Source:CompositionofTradeAustralia2005,DFA 1’, May 2006)

TotalMerchandiseExportsto Malaysia: $2,511.4 $2,428.1

Rank Item 2005 2004

1. ConfidentialItems 433.1 484.1
2. Aluminium 251.0 214.8
3. Copper 247.5 280.8
4. Milk & Cream 188.8 161.2
5. Coal 178.4 168.2
6. inc 143.6 55.0
7. CrudePetroleum 83.4 0.0
8. FerrousWaste 59.4 46.1
9. Chemicals& RelatedProducts 44.6 47,4
10. Manufacturesclassedby material 42.5 51.8

SubTotal: $1,672.3 $1,509.4
%ofTotal Exports: 66.6% 62.2%

Imports— From Malaysiato Australia(ASmillion

)

(Source:CompositionofTradeAustralia2005, DEAL May 2006)

TotalMerchandiseImportsfrom Malaysia: $6,086.2 $5,559.2

Rank Item 2005 2004

1. CrudePetroleum 1,740.2 1,759.0
2. Computers 939.5 885.8
3. TelecomEquipment 346.1 235.4
4. IntegratedCircuits 258.8 298.2
5. Furniture 190.0 215.2
6. ConfidentialItems 189.9 129.9
7. ComputerParts 147.6 80.6
8. RefinedPetroleum 146.6 66.4
9. ElectricalMachinery& Appliances 141.4 120.0
10. Radio Receivers 122.7 126.4

SubTotal: $4,222.8 $3,916.9
% ofTotal 69.4% 70.5%Imports:
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Australia’s ServicesTrade with Malaysia 2004-05(ASnilhilon

)

Source: Tradein ServicesAustralia2004-05,DEAL March2006

Service Service
Exports Imports

TransportationServices 109 447
Travel Services 764 344

Business 31 64
Personal 732 280

- EducationRelated 461 11
-Other 271 269

CommunicationServices 33 7
ConstructionServices 0 0
InsuranceServices 0 0
FinancialServices 1 4
Computer& Information 2 1
Royalties& LicenseFees 15 0
OtherBusinessServices 105 11.
Personal,Cultural & Recreational 12 2
GovernmentServices 7 13

1,048 830

Malaysia is the
5

th rankedcountryof origin for “International Students”to Australia.
Their compositionby contrastwith all intemationalenrolmentsin Australiais:-

Malaysian Global
HigherEducation 15,375 163,930
VocationalEducation 2,122 66,086
SchoolEducation 799 25,542
ELICOS 281 64.966
Other 765 24,291

19,342 344,815

Although the GDP of Malaysia(US$290.2b) is 45 percentof Australia’s (US$640.1b),
its economyhasbeenstronglygearedto produce/ assemblehighvaluegoodsfor export.
Consequently, in the league of trading nations based WTO figures
(http://www.wto.orglenglish/rese/res_e.htnton thecombined‘goods’ and ‘services’ for
2003, Malaysiaranked23 only one placebehindAustralia’s

22
nd position. (Substantial

price hikesfor resources and huge volume increases would have lifted Australia‘s
position by theend of 2005.) For mostof the pastdecadeMalaysiahasbeenhigher on
that table thanAustraliabut the significantpricehikes andthe enormousdemandgrowth
for Australia’s ‘resources’ofthepasttwo yearshasalteredthat position.

The two ‘blue-print’ documentsof Malaysian economic planning; namely, the
9~

h

MalaysiaPlan (2006-2010) releasedat the end of March 2006 and the Third Industrial
Master Plan (2006-2020)to be releasedon the lS~~ August 2006, whilst encouraging
growth from within the domestic economy,acknowledgegrowth will continue to be
driven by competitively manufacturedexportsto the giobal economy— primarily to the
United States,Japanand intra-ASEAN. Regardlessof whether it be 2020 or 2030,
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Malaysiais on trackto be, afterSingapore,thesecond‘developed’economyamongstthe
ASEANcountries.

The substantialdifferential of Australia’s investmentsin Malaysia - $485 million of
which $263 million was direct investment in December 2003 - and Malaysia’s
investmentsin Australia— $6.2 billion of which $3.2 billion wasdirect investment— is
often commentedupon. Apart from its $3 billion investmentsin Australianequitiesand
bonds,etcMalaysiahassubstantialdirect investmentin Australianreal estate,energyand
pipelineinfrastructure,hospitalityandmanufacturingsectors.

Whilst in thepastnotmanyAustraliansmaynot havebeendisposedtowardsinvestingin
Malaysia,apositive attitudeamongthepolitical leadershiptowardsAustraliaemphasised
by Prime Minister Abdullah’s trip to Australia last year, continuing relaxationof the
investmentrules andtheagreementto pursueaMalaysiaAustraliaFreeTradeAgreement
(MAFTA) will undoubtedlyleadto a greaterlevelof Australianinvestment.

The Future

Although unlikely, evenif it is assumedthat all of the ‘confidential’ items amongstthe
exports to Malaysia were elaborately transformed manufactures,when added to
‘chemicals& relatedproducts’and ‘manufacturesclassedby material’ thesevalueadded
segmentsconstituteonly 20.7 percentof total exports to Malaysia.UnlessMalaysiawas
to abandonits protectionof its automotivesector,a movewhich is probablytoo late to
make it globally competitive,and lifted generalconstraintsto foreign investment,it is
unlikely that the compositionof Australia top ten merchandiseexportswill vary from
beingdominatedby rawmaterialsfor Malaysia’smanufacturingsector.

In 2001 and 2002, respondingto a Malaysian Governmentassessmentthat it could
becomea significant supplier of processedfoods to the global Islamic market, the
Australian Government signed a MOU of halal cooperation with the Malaysian
Government.Anticipating this could offer a new areaof bilateral business,the MABC,
with AMBC input, prepareda ‘Frameworkon Malaysia-AustraliaHalal Cooperationin
FoodProduction andMarketing— A BusinessPerspective’.Whilst various mattershave
slowedthe realisationof businessaspirations,for Australiathe benefitcould go beyond
beingmerelythe supplierof ‘clean/green’raw materials,but importantly,be an investor
in downstreamprocessingandmarketingaswell as asupplierof foodprocessingsystems
andtechnologiesandvocationalandcertificationtraining.

The Australianeconomyis one in which 80 percentof its employmentcomesfrom the
servicessector. Servicesconstituteover 50 percentof Malaysia’s employment.Apart
from the highertechnologyneedsof an increasinglyaffluent andsophisticatedeconomy,
it canbe assumedthat thefuturegrowthofthebilateralcommercewill substantiallytake
placein theservicessector.

The current‘services~ compositionwill thereforechange;for example,asmore students
remainin Malaysiafor their tertiaryand vocationaleducationalandasthetwo economies
increasetheir engagementin the global ‘knowledge economy’, then information and
communications,financial andpersonalserviceswill grow.
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An increasedintegrationof theAustralianandthe Malaysianeconomiescanbe expected
to increasetrade and investmentflows as a consequenceof the MAFTA now under
negotiation. Australian businesshas called for a comprehensiveagreementthat
encompasses:-

• removingtariff andnon-tariffbarriersto themerchandisetrade;
• opening the servicessector,particularly to Australia’sprofessionaland business

services;
• investmentliberalisation;
• movementofpersonnel;
• competitionpolicy;
• IP protection;etc

In Conclusion

Australia’s substantialtradingpartnershipwith Malaysiais expectedto developbeyond
its currentcomplementarymerchandisegoodsexperienceof supplierofrawmaterialsand
importer of elaboratelytransfonnedmanufacturesto one increasinglyfocussedon the
exchangeofservices.

The Malaysia-Australia Free Trade Agreement currently under negotiation, if
comprehensive,will substantiallyincreasetheintegrationof thetwo economiesthat will
makebothmoreglobally competitive.

Onbehalfofthe
AustraliaMalaysiaBusinessCouncil

WeeKeat Chan
NationalPresident


