21 APR 2004
MAHATHI R- CHI NA
MALAYSI A NEEDS TO RESPOND FAST TO CH NA' S GROW NG NEEDS

KUALA LUMPUR, April 21 (Bernama) -- The change in China as it
becones
prosperous will affect its trade with the worl d and Ml aysi a shoul d
respond
as quickly as possible to China's grow ng needs, said forner Prine
M ni ster
Tun Dr Mahat hir Mohamad.

"Whil e we cannot accurately foretell the changes in China's
econony and
world trade, one thing certain is that whatever Chi na needs woul d
have to
be on a |l arge scal e and sone of these needs coul d be nmet by Ml aysi a
if we
prepare for them" he said.

He said this in his address on "I nproving Mal aysi a- Chi na Tr ade"
at
Tsi nghua University in Beijing, Chinatoday. H s speech text was
rel eased
here.

As Chi na becones prosperous, the needs and lifestyle of its
people will
change and Mal aysi a nust prepare to take advantage of themso that
it does
not m ss out the opportunities, Dr Mahathir said.

He rel ated a case in point when an American aircraft
manuf act ur er
deci ded to produce narrow bodi ed, md-sized aircraft in Chinain
cooperation with the Chinese during the early days of China's
nmoder ni sati on.

The manuf act urer thought China woul d need these relatively smal
aircraft for its donmestic routes but as travel picked up rapidly,
Chi na was
in need of bigger aircraft even for its donestic routes.

Havi ng made the wrong projection, the conpany | ost out, he said.

"For the rest, we will have to play it by the ear to respond as
qui ckly
as possible to China' s needs. Whenever an opportunity arises for
nore trade
bet ween Mal aysia and China, try to seize it," he said.

Dr Mahathir said the potential for trade between Ml aysi a and
Chi na was
great.

An enriched China, he said, would nmean a big i ncrease i n demand
for
quite a fewof Ml aysia's products, products whi ch Chi na cannot
produce in



the quantity that it needs.

For exanpl e, Mal aysi a produces pal moil, sonething that China
cannot
produce enough even if it consunes three mllion tonnes of the
comodi ty,

of which half cones from Mal aysi a, he said.

At the sanme time, earnings fromChinese tourists who accounted
for half
amllionarrivals to Mal aysia per annum will help of f-set
Mal aysi a' s
i nports from Chi na

Mal aysi a coul d al so cater for China's grow ng demand for good
education
through its universities and other higher | earning institutions.

As for fuel needs, Dr Mahathir said the demand will be big as
Chi na
produced three million cars in 2003 and woul d produce much nore in
t he
future.

Mal aysi a does not produce nmuch oil but together with Indonesia,
t hey
have huge gas reserves which will be able to cater to China' s gas
fue
demand.

Even after China's Three Gorges Damproject and its new nucl ear
power
pl ants are conpl eted, the country's denmand for energy would still
outstrip
t he supply.

On China's alum niumrequirements, Dr Mahathir said Chi na used
up a
| arge anopunt of power for its alum niumsnelters and this was
wast ef ul and
unecononmic as it |lacked fuel resource.

The snelters woul d have to be shut down and China woul d have to
i nport
| arge anount of al um ni um

On the other hand, he said Ml aysia through its 2,400 MN Bakun
Hydroel ectri ¢ Damcoul d support a nunber of al um niumsnelters.

Therefore it would be logical for China to source its aluninium
needs
fromMal aysia, fromsnelters which may be partly-owned by China, he
poi nt ed
out.

Meanwhi | e, as nuch as China is going to be the industrial centre
of the
world, it will also be the biggest market for the conponents and raw
materials to feed its burgeoning industries.

Wiile it is likely for many countries to outsource from China,
China's
i ndustries are al so bound to outsource and Mal aysi a and ot her
Sout heast



Asi an countries stand to benefit fromthis, he said.
Despite being a | owcost country, he said its | ow wages and | ow
cost
will not remainits conpetitive advantage forever
As cost of production goes up, there will be pressure for China
to
reval ue the Renminbi or to float it as its accession to the Wrld
Tr ade
Organisation (WIO) will result in |ess governnent control over the
currency.
When thi s happens, Chi nese goods will becone nore expensive,
i nports
cheaper and hi gher consuner inconme will create demands for inports.
At this stage, Ml aysia may be able to once again export
manuf act ur ed
goods to China in addition to | arge amounts of palmoil, rubber and
gas.
It will take a long time before China's demand stabilises, he
added. --
BERNANMA
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