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Expert reveals Malaysia’s edge 

BY LAM LI  

KUALA LUMPUR: Malaysia will be able to face up to the challenge posed by China as a rising 
economic giant through the expansion of technology capacity, a US-based economist said.   

Dr Wing Thye Woo, who has advised governments on macroeconomic issues, said a survey 
showed that Malaysia ranked higher than China in technology capacity.   

This edge could offset the impact of capital outflow when investors relocated their productions to 
China, he said in his talk entitled Meeting the China Challenge: Malaysia's Economic and Business 
Response here yesterday. The talk was organised by Institute of Strategic and International 
Studies Centre for China Studies.   

Malaysia was ranked 18th out of 60 countries in the survey and China 48th. United States came 
out tops.    

Dr Woo, who is the University of California's economic professor and special advisor for East Asia 
Economies in the Millennium Project of the United Nations, spelled out four strategies for Malaysia 
to “meet the China challenge”.   

They are:    

  ADOPTING technology policy to expand indigenous innovations;    

  MOBILISING universities to work with public and private sectors on research and development;   
  SERVICING the China market; and   
  RESTRUCTURING wealth distribution policy.   

He said Malaysia, being a tropical country, had great potential to become a centre for tropical 
agriculture production and medicinal plants.   



“To avoid going back to a primary industries economy, Malaysia – which is ahead of many Asean 
countries and China in technological field – should invest in R&D and sell the findings and 
technologies.   

“For example, aquaculture is a lucrative business but it caused many ecological problems; 
Malaysia can develop technologies to overcome this problem and sell them as value-added 
products and services.”    

Dr Woo said Malaysia could also present itself as the “best bachelor on the block” for foreign 
investors looking for a “China+1” plan.   

“Malaysia has to work its way to become the '1' by providing better infrastructure, technology ability 
and skilled workers,” he said.    
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Malaysia needs to understand China market 

By KANG SIEW LI 
 

GIVEN China’s emergence as an export power, Malaysia needs to continuously improve its 
technological capability and understanding of the Chinese market, says a leading US economist. 
 
University of California Professor of Economics, Dr Woo Wing Thye said China’s accession to the 
World Trade Organisation (WTO) in November 2001 has resulted in some diversion of foreign 
direct investments (FDI) away from Malaysia. 
 
“Due to such diversions, we expect Malaysia’s gross domestic product (GDP) growth by 2020 to be 
5 per cent lower than originally envisaged. In other words, Malaysia’s GDP will continue to grow, 
but at a slower rate,” he said in his special address on “Meeting the China Challenge: Malaysia’s 
Economic and Business Response” in Kuala Lumpur yesterday. 
 
Woo said, however, China’s emergence will not hurt Malaysia’s economy at all if the latter were 
able to offset the rate of technological diffusion. 
 
He said one of the ways to improve the country’s technological capability is to change the way 
politics are done. 
 
“Successful economic restructuring may require us to think about how we can achieve our political 
goals differently. For example, we have to come up with ideas of how we could achieve the 
restructuring of ownership (in local companies) in a more economically efficient manner,” he 
added. 
 
Woo explained that the current 30 per cent Bumiputera equity shareholding in Malaysian 



companies may be a reason why some of them are reluctant to expand abroad. 
 
“The requirement means a potential loss of control. That’s why some firms prefer not to grow. 
 
“However, we have to realise that ultimately, the engine of growth is the domestic private sector. 
Thus, the 30 per cent target could perhaps be achieved through other means such that it does not 
hold back the growth of the private sector in Malaysia.” he said. 
 
Another policy that needs changing is the immigration policy. 
 
“The current immigration policy actually encourages uneducated, low-skill labour and discriminates 
against educated skilled labour from, for example, India, Hong Kong or Taiwan. I mean, it is easier 
to come to Malaysia as a maid or a paid citizen rather than as an engineer in a high-technology 
industry,” said Woo. 
 
“However, demographic trends have made such policy unnecessary. It has a good reason at one 
time, but the world has changed. The Malay community is now a very confident, capable group,” 
he added. 
 
Woo said local institutions of higher learning should also gear themselves toward not just building 
national identity, but national prosperity. 
 
“Universities are a good vehicle for technology transfer. However, it is shocking to see that, for 
example, while the economic base of Penang is electronics, Universiti Sains Malaysia has only a 
faculty of a minimum size in the information industry.  
 
“Basically there has been a disconnection between the universities and the businesses, and thus 
we have to restructure our universities such that partnerships between academics and businesses 
are possible,” he said. 
 
While China poses a formidable competitive threat to Malaysia, it also provides vast opportunities, 
said Woo. 
 



“Most multinational corporations are sensible to diversify their production into several countries to 
reduce risk. Thus, there will always be a China+1 scenario and Malaysia could be that one,” he 
said. 
 
He added that for Malaysia to be chosen is not a matter of luck. It had to work on it. 
 
“But Malaysia has got a good thing going in and that is has a much better infrastructure and higher 
education level than its competitors in South-East Asia. But Malaysians have to make sure that 
they keep acquiring new skills so that they can actually do the job when the opportunity comes,” he 
added. 
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M'sia to ride on China's growth  
By Reese Loh  

Posted 2 July 2004, 6:10pm 

Malaysia is likely to play a prominent role in supplying the resources needed to fuel China's economic 
growth as well as serve as an alternative to the country as the destination for foreign direct investment.  

That is the essence of University of California economics professor Woo Wing Thye's "China-plus-one" 
presentation at the China Challenges dialogue session organised by the Institute of Strategic and 
International Studies on July 2.  

China-plus-one brings forth the idea of a resource and technology-rich neighbouring nation complementing 
the growth of greater China.  

"Malaysia has the potential to be the 'one' in the China-plus-one theory if it plays its card right," Woo told 
reporters on the sidelines of the dialogue.  

He said there had been growing concern over China's position as the sole supply chain source for world 
economy since the Severe Acute Respiratory Syndrome (SARS) outbreak in the country last year.  

"With SARS last year, multinational corporations (MNCs) realised that an alternative market should be 
sourced to avoid disruption in supply should there be any recurrence in China," he said.  

Woo said Malaysia would be one of the more favourable countries to be selected given its political stability, 
availability of better infrastructure and higher technology and education levels compared to other countries 
in the region.  

In addition, he said China’s investment had been flowing into Malaysia to boost growth in sectors such as oil 
& gas, palm oil and other primary industries.  

"Malaysia will get a part of the chain in specialised manufacturing process," he said.  

On the recent interest rates hike in United States, Woo said it was unlikely to affect Malaysia’s stand on its 
interest rates and ringgit peg. "Even the Chinese government had no plans to alter its interest rates and 
yuan policy."  

He said Malaysia was more likely to make the move only if China did so. "The country’s macroeconomic 
policy is moving in the right direction," he said.  

 


