15/ 05/ 1998
Switch to BPA-based counter trade, Dr M suggests

Fauzi ah Ismail in Khartoum

KHARTOUM Thurs: Mal aysi a has suggested that devel opi ng countries use

bil ateral payments arrangenents (BPA), an instrunment that has hel ped boost
Sout h- South trade, to conduct barter or counter trade.

Prime Mnister Datuk Seri Dr Mahathir Mhamad, in meking the suggestion,
said countries will have to go back to basics to ease the inpact of
currency depreciation on their econom c devel opnent.

One of the ways to do this is to conduct barter or counter-trade via the
BPA i nstead of using currencies as the node of paynent, he said.

This is crucial if these countries are to renain i ndependent and rebuild
their econonies, the Prime Mnister told a group of Sudanese investors
here toni ght.

The BPA, which was devised by the G oup of 15 (G 15), enables inporters
to pay for the goods in the |ocal currency.

For barter or counter trade using BPA to be successful, Dr Mahathir said
participating countries will have to tally their inports and exports.

"If the total export is bigger than the local inport, then the bal ance
will be paidin the currency of the country with the trade surplus. This
way, not nmuch foreign currency woul d be needed even when the vol une of
trade i s huge," he said.

Dr Mahathir is on a three-day visit to Sudan. He arrived here yesterday
fromCairo after an official visit to Egypt followed by the three-day G 15
Sumi t.

The Prime Mnister said to effect the BPA clearing houses will have to
be set up in each country.

Wth the use of conputers, it is a sinple natter to nonitor every dea
that takes place in real-tine and bal ance the tradi ng anount at the end of
each day. Payments will be settled daily at the going exchange rate to
avoi d currency fluctuati ons.

"By not using the currency of a third country, we will actually be able
to reduce the cost of hedging on the exchange rate. Wth this, we can al so
overcone the shortage of foreign exchange that we frequently face... (and)
trade will increase.”

Dr Mahathir said since using the BPA, Ml aysia has posted a 300-per cent
increase in its trade with Latin Arerica and sonme countries in Southern
Africa.

"It is not unlikely that trade with Sudan will also increase if we adopt
this nmethod of paynment. W will be able to actually maxim se our profits
whi | e being able to obtain the goods and services which we need."

Dr Mahathir believes that it is opportune for Ml aysia and Sudan to work
closely to increase bilateral trade which is on a decline.

Bilateral trade | ast year reached US$16.8 million (US$1 = RM3.85), down
fromUS$33.21 nmillion in 1996 and US$36.77 million in 1995.

He said the present |evel of trade and the narrow range of products
i nvol ved do not reflect the true economc potentials of the two countries.

Whi | e Mal aysia can be a conpetitive source for a | arge nunber of
products for Sudan, the country can also sell many nore products to
Mal aysi a.

Mal aysi a exports, anmong other things, palmoil-related products, natura
rubber, tinber and tel evision receivers to Sudan, and inports al um ni um
iron and steel products, and watches and cl ocks.

"I do not foresee any great hindrance to devel opi ng bigger bilatera



trade and economic activities.

"Joint efforts are definitely needed on the part of our private sectors
as well as governnment agencies to spearhead programres and fornul ate
strategi es towards hei ghtened economic relations,” he added.

In terms of investments, Petronas has made inroads into Sudan in the
petrol eum and gas sector, Advance Synergy Bhd in the mning and the hotel
sectors, and Tabung Haji in plantations.

Dr Mahathir said in line with Malaysia's policy, exports of both
mer chandi se are services are bei ng pronoted

Mal aysia currently offers and pronotes services in the areas of
education, healthcare, port and airport managenent, engi neering,
construction and consul tancy.

The Governnent al so wel comes nore students from Sudan to pursue higher
education in Malaysia. There are currently some 90 Sudanese students and
60 |l ecturers in various Mal aysian universities. In turn, there are 59
Mal aysi ans studyi ng i n Sudan.
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