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Australia-Malaysia: Prospering Neighbours

The economies of Australia and Malaysia are thriving. Statistics show impressive
growth in both countries. And analysts forecast continued strong growth in both
countries.

success?

And how can Australia and Malaysia help each other to prosper even more?
want to look at both these questions, then conclude with some observations on how
the economic strengths of Australia and Malaysxa are affecting our broader b|lateral
relations and our relations with the rest of the world.

Two Good News Stories

First, let s remmd ourselves just what good economic news stories Australia and

Malay:

In 2003 Australia’s economy — the 15" biggest in the world — grew by 4 per cent, a

rare achievement for a developed economy. This year the OECD forecasts it will
ent, well above the average 3 per cent growth forecast for OECD

003 Malaysia’s economy grew by 5.2 per cent. This year the Malaysian
Govemmenl forecasts it w1ll grow by between 5.5 and 6 per cent, well above the
average for ASEAN ¢

Australia is now the fourth largest economy in East Asia, behind Japan, China and
South Korea. Australia’s economy is bigger than the combined economies of
Malaysia, Singapore, Thailand and the Philip

Malaysia is the third largest economy in ASEAN and the fifth largest in the 57-
member Organisation of Islamic Countries.

These economic rankings are not the results of good luck. Governments in Australia
and Malaysm have conscwusly fostered business-friendly environments. Both of us
reward individuals and companies that work hard and work smart
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sustamed economic growth, underlymg inflation is low, interest rates suppon growth,
employment is at relatively low levels and the commitment to fiscal responsibility

is strong.

2003 the Institute of Management and Development, which produces the World
Competmveness Yearbook, said Austraha had the most resilient economy in the
world. In that table Malaysia too was ranked very highly, ahead of all the developing
Asian economies,

Australia and Malaysia also receive high foreign currency sovereign credit ratings
from Standard & Poor’s and Moody’s.
Both economies are adapting to the demands of globalisation. I grew up leammg that
Au tralla rode on the sheep’s back. Now Australia earns more from the export of
- education services than from wool, and more from tourism than from its biggest
export commodity, ¢

Australia has become a modern and service-oriented economy, with almost 80 per
cent of GDP from services industries. Malaysia too is heading that way, with services
now equivalent to 55 per cent of GDP.

Friends Indeed

But how much do Australia and Malaysia really rely on each other for their economic
success?

To what extent are we growing because of each other? To what extent are we
growing egard[ess of each other?

It is important not to over-state our bilateral economic links. The United States, Japan
and Singapore are much bigger trading partners for Malaysia than Australia is. And
Australla trades much more with Japan, the United States, China and South Kor

han with Malaysia
On investment too, Australia and Malaysia rely heavily on big players like the United
States, Japan, the United Kingdom and Germany.
It is only natural that our economies are linked most closely with the world’s major
economic powers and wuh our lmmedlate nelghbours Indeed, these lmkages are
further testimony to the economic w of both Australia and Malay:
Australia and Malaysia will never be in each other’s “top five” as trading or
investment partners. Our markets are not large enough.

But it is that overall size of our markets that makes it important for us not to under-
state the substance of our bilateral economic links.
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In the highly competitive world economy, countries like Australia and Malaysia
cannot be choosy. Our economies will continue to do well only if our business people
strategically and energetically pursue all reasonable business opportunities.

Australian and Malaysian companies are already doing that in the area of trade.
Malaysna is currently Austraha s 1 1‘“ largest trading partner and Australia is
Malaysia’s 14" largest trading

2002-03 our total merchandise trade was RM13.8 billion, with RM9.3 billion (or
67 per cent) bemg Malaysian exports to Australia. Our total services trade was

3.4 billion, with RM1.9 billion (or 56 per cent) being Australian exports to
Malaysia.

Australia and Malaysia are — and will remain — natural trading partners. Australia has

strong commodities-based and services sectors. Malaysia relies heavily on

manufacturing exports, espec1ally electromc and eleclncal goods, and has growing
eds opment in the st
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or infrastructure develoj

For example, Australia supplies the copper and aluminium for Malaysia’s electrical
products, educates thousands of Malaysians each year and puts the sugar in
Malaysians’ coffee.

return, Malaysia supplies computers for Australians (who are one of the world’s
most mtemet-savvy people), puts petrol in their cars and provides furniture on which
Australian: watch their Malaysian-made televisions.
Australia and Malaysia have each been able to benefit from the comparative
advantages offered by the other because both are open, trading nations.
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In both countries trade barri coming dov n. Australia’s average tariffs
manufactured imports have fallen from 22 per cent in 1984 to 5 per cent today
Nearly 90 per cent of tariff lines have tariffs less than 5 p
Malaysia’s economy is similarly open, with an average tariff under 10 per cent.
Australia and Malaysia are strong supporters of the World Trade Organisation
and remain ﬂrmly committed to the Doha Round negotiations. We value our shared
membership of the Cairns Gro
Our bllateral and regional trade initiatives complement and reinforce our multilateral
trade p
Australia has concluded free trade agreements with Singapore and Thailand, who
(w1th Malaysxa) have the most impressive economies in the ASEAN region. The
econ of Australia, Singapore and Thailand will be even stronger as a result.
Australia has also just finished negotiation of a free trade agreement with the United
States mtegratmg Australia’s economy with that of the largest and most dynamic
economy in the world.
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And Australia is working on a Joint scoping study for a free trade agreement with
China, which has become one of our top three trading partners.

Australia and China complement each other strongly. China needs Australia’s
minerals, energy and agricultural commodities.

But China’s exports do not compete with Australia’s. A classic “win-win” picture
that would be even brighter if a free trade agreement can be negotiated.

Malaysia too has adapted its trade policy to the new international environment; for
example by starting bilateral negotiations with Japan and, under ASEAN auspices,
with China.

On a regional basis Australia and Malaysia work together in both APEC and the
Closer Economic Partnership between AFTA and CER, which have work programs
focused on reducing barriers to trade and increasing cooperation & trade facilitation.

These individual activities — bilateral, regional and global — are important in their own
right. But they are even more important in demonstrating that trade policy making in
" both Australia and Malaysia is dynamic.
Our governments are prepared periodically to review previous policies and change
them if necessary, especially if changes will make our business communities more
competitive.

Neither the Australian nor Malaysian Government has held inflexibly to policies that
have outlived their usefulness to the business community. Both governments have an
aversion to being left behind by other trading partners. They are ambitious for their
. business communities and responsive to them. We realise that businesses, not

governments, trade and invest.

‘It is this dynamism in policy-making, more than anything else, that has underpinned
the continued good health of the bilateral trading relationship.

The same dynamism is evident in the way both governments have recently given
regional and international security a higher priority in their economic policy making,
They realise that trade suffers if regional and international security is threatened.

s lise that economic growth, especially liberalised trade,
dej n the maintenance of social harmony. So both governments devote
considerable resources into explaining the benefits of economic reform to the broader
community.

And both governments also real
ends also o

Friends in Need

How can Australia and Malaysia help each other to prosper even more?

The answer lies between two familiar sayings. The first one is “if it isn’t broken,
don’t fix it”. So we should preserve whatever has worked well in the past, because it
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The other saying is “pride goes before a fall”. In other words, we can also help each
other by avoiding the trap of complacency.

Australia and Malaysia have prospered as trading partners because both sides have
demonstrated conslderable ambmon and flexibility in thelr polxcy makmg If we
hat policy flexibility, we should continue to see g

g

of complacency should also be easy to avoid if we continue to be frank with
each ot . Seldom has Australia or Malaysia been accused of shyness or timidity!
Our prospenty will be easier to secure if we continue to be open with each other (and
perhaps, occasionally, a little more diplomatic).

In the spirit of candour that we both value, let me now comment on three areas where
I think we need to focus, where results have not been matching potential.

The ﬁr t area is investment. Malaysian investment in Australia is very strong, and we
welcome it warmly. In 2002 03 the cumulative total was $A5.4 billion, an increase of
342 per cent since 1996-97. (Total foreign investment in Australia from all foreign
countries increased by 77 per cent in the same period). .

ut Australian investment in Malaysia has declined by 69 per cent since 1996-97, to

$A410 million. (In the same period Australian investment overseas increased by 108
ent).
Something is amiss here. Because Australia’s economy is five times bigger than
Malaysm s, one would expect that Australian investment in Malaysla would be bigger
— and certainly not over ten times smaller than Malaysian investment in Australia.

We need to identify the reasons for the disc and explain better the attractions
of Malaysna to potential Austrahan mvestors Certamly, those Australian companies
that tablished here find Malaysia a very business-friendly environment.

In the same vein, Australian tou who come to Malaysia find it a hospitable,
welcoming place. But fewer Austral ians have been taking thelr holidays in Malaysm
even though the number of Australians holldaymg abroad has not declined. This is
the second area where results are well short of potential.

In 2000, about 237, ustralians visited Malaysia. Last year the total was only
145,000. Prcbably for the first time ever, last year more Malaysians visited Australla
(156,000) than Australians visited Malaysia. (For the last four years the number of
Malaysian tourists in Australia has hovered between 149,000 and 159,000 — a steady
and gratifying number).

Again, we need to study this more closely and find ways to change the perception of
Malaysia in the minds of Australians.
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Th third area that needs attention is the education relationship. That may seem

ange, given the continuing large numbers of Malaysians undertaking Australian
courses (about 26 000 last year; 16,000 studying in Australia, 10,000 doing Australian
courses in Malaysia).

w
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there are still too few Australian students coming to Malaysia to study, even part
of their courses. The numbers are growing but more can be done in Australia to
encourage our students to undertake some of their course at a sister-university in
Malaysia.

There is a role here for educational institu

establish a better system for transfemng credlts thereby makmg it easxer for young

Australians to study in Malaysia.

Apart from these areas where we can easily see scope for further work, where else can

‘Australia and Malaysia help each other to prosper even more?

Probably in quite a few areas, but it is usually preferable to leave it to business to
make the decisions.

High Commissions and embassies can, however, help, especially by informing

business communities at home of strategic changes in their host country.

In regard, w alerting the Australian agricultural sector — one of the most

efﬁcnent agncultural sectors in the world — of the priority Malays1a s new Prime

Minister, Dato’ Seri Abdullah Badawi, is placing on agriculture

=

m confident that Australian compani n be useful partners for Malaysian
companies which heed the Prime Mmlster s call to add value in this area, lifting
productivity and incomes in rural regions.

I would like to conclude with some observations on how the economic strengths of
Australia and Malaysia are affecting our broader bilateral relations and our relations
with other countries

Above all, the ability of Australians and Malaysians to develop strong economies has
boosted the national self-confi dence of Australia and Malaysia. We now feel we can
deal with each other — and with th of the world — from positions of strength.

Broad generalisations are always risky. Yet I think it is fair to say that in the first
decades of Ma[aysna s mdependence both Auslrallans and Malaysians tended to

believe Malaysia’s economy w. ostly a source of tin and primary products, while
Australia’s economy, in addltlon to bemg a source of mineral and agncul ral
commodities, had a strong manufacturing base, albeit a heavily protected one

er words, the perception until the 1980s was that Australia had the more
sophlsncated economy.
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While Malaysia was industrialising, Australia embarked upon its own economic
transformation. This was somenmes unsettling within Australia because it involved
the social dislocation and internal debate that always accompanies reforms like the
dismantlement of tariff barriers, the introduction of a floating excha.nge rate, stronger
competition policy and changes to industrial relations and tax:

From the early 1980s until the mid-1990s the perception was that Malaysia had struck
outon a bold and rewarding path while Australia was still searching for its way
forward.

Indeed, as Malaysia and the other economies in South-East Asia boomed, some
Austrahans began to think that they nsked missing the boat, or even that a South-East
Asian juggernaut might run over

Many Australians and Malaysians believed that Australia’s fate as a nation depended
on an ever closer embrace of South-East Asia.

ame the economic crisis of 1997-98. I believe that crisis and its aftermath
subtly changed the psychology of Australia’s relations with the region, especially
South-East Asi

While the countries of South-East Asia continued to be — and remain — of abiding
interest to Australla the economic crisis led Australians slowly, and often
subconsciously, to think abou relations with the re a slightly different way.

It is no secret that the crisis exposed institutional weaknesses in some Asian
economies. Nor is it a secret that Malaysia has tackled those issues imaginatively and
squarely.

But the crisis also provided an opportunity for Australians and non-Australians alike
to see how robust and flexible the Australian economy had become.

Australia was able to, and very happy to, contribute substantially to the financial
rescue packages for Thailand, Indonesia and South Korea.

ven more significantly, Australian companies showed that they had the flexibility

and the competitive edge to find new markets quickly. In other words, Australia’s
response to the crisis demonstrated that the structural reforms Australia had been
pursuing worked when it mattered most.

So, to everyone’s surprise, the crisis did not lead to a recession in Australia. Indeed,

Australla has not experienced a recession (or two consecutive quarters of negative
growth) since 1991.
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While not forgetting, I hope, that saying about pride going before a fall, Australians
have a renewed national self-confidence when they sit down with international
partners, like Malaysia.

Australians now realise that globalisation demands that they engage with the rest of
the world. They also now realise that Australia has both the human and natural
resources to engage on equal terms.

Malaysia too has emerged from the mid-1990s with her natlonal self conﬂdence on
stronger foundations. Without doubt, Malaysia now has an e er economy.
International analysts agree that Malaysia is ready to take its economy to the next

evel, and to take it to that level on its own terms.

I Malave; 1
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opportunity that lies ahead.

Of course, each is strong enough to do well without the active support of the other.
But each is also experienced enough to understand that we will prosper more if we
move ahead as partners and neighbou

With long-standing and intimate links in many areas, not just in the economic sphere,

Austraha and MaIaysna now value more genuinely the achievements of each other and
understand more deeply the aspirations of each other.

ends/




