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ABSTRAK

Meskipun kemunculan China sebagai kuasa ekonomi dunia menunjukkan kesan positif
dari aspek peningkatan peluang perniagaan, ia juga membawa ancaman terhadap negara-
negara lain terutamanya dalam isu imbangan perdagangan. Defisit perdagangan yang
dihadapi oleh Malaysia dalam perdagangan dengan China mencerminkan amalan
merkantilis China bagi mencapai surplus perdagangan dengan menerapkan instrumen
hambatan non-tarif untuk mengurangkan kelantangan eksport produk Malaysia ke China.
Oleh yang demikian, tujuan utama kajian ini adalah untuk menganalisis masalah defisit
perdagangan yang dihadapi oleh Malaysia kepada China dari perspektif merkantilisme
politik ekonomi antarabangsa di mana terdapat empat jenis hambatan non-tarif yang
dipraktis oleh China untuk menyekat kemasukan eksport Malaysia. Ini termasuk, Sistem
Sertifikasi Produk Wajib, Pentadbiran Lesen Import Automatik, Standard Pengujian dan
Keperluan Pelabelan, dan Keperluan Kuarantin. Dalam menganalisis hambatan non-tarif
ini, Analisis Impak Kuantiti telah digunakan. Ini melibatkan analisis terhadap kuantiti
eksport produk Malaysia ke China dari tahun 2000-2008 dalam menentukan adakah
amalan bhambatan non-tarif China mempunyai kesan terhadap eksport Malaysia.
Berdasarkan penemuan, hambatan non-tarif China mempunyai kesan negatif pada
kuantiti produk yang di eksport oleh Malaysia ke China. Sementara itu, untuk
menghadapi masalah hambatan non-tarif China, kajian ini mengesyorkan realisasi
Perjanjian Perdagangan Bebas ASEAN-China dan diikuti oleh Perjanjian Perdagangan
Bebas dua hala diantara Malaysia dan China.



ABSTRACT

Despite the emergence of China as a world economic power indicates a positive impact
of rising trade opportunities, it also provides threat to other countries especially in the
trade balances issue. The trade deficit encountered by Malaysia’s in its trade with China
certainly reflects China’s mercantilist practices which are to achieve favorable trade
surplus by applying the instrument of non-tariff barriers in reducing the volumes of
Malaysia’s export to China. Thus, the main objective of this study is to appraise the
problem of trade deficit faced by Malaysia to China from the international political
economy perspective of mercantilism in which there are four types of non-tariff barriers
that being practices by China to limit the entry of Malaysia’s export. These include,
Compulsory Product Certification System, Automatic Import Licensing Administration,
Standard, Testing and Labeling Requirement, and Quarantine Requirement. In analyzing
these non-tariff barriers, Quantity Impact Analysis has been used. This involves the
analysis on the quantity of Malaysia’s export of products to China from year 2000-2008
in order to determine whether China’s non-tariff barriers practices have effect on
Malaysia’s exports. Based on the findings, China’s non-tariff barriers possess negative
effects on the quantity of Malaysia’s exports to China. Meanwhile in order to face this
problem of China’s non-tariff barriers, this study further recommends the realization of
ASEAN-China Free Trade Agreement and followed by bilateral Free Trade Agreement
between Malaysia and China.

vi



ACKNOWLEDGEMENTS

In successfully completing this thesis, first and foremost I would like to sincerely thank
my supervisor Dr. Noor Al-Huda Abdul Karim. Her commitment in providing assistance
for me throughout this thesis work has been remarkable. Furthermore I also would like to
express my appreciation towards Dr. Shamsul Khan from University of South Australia
for his contribution of advice and knowledge that enables me to further enrich my thesis.
Finally, my deepest gratitude goes to my family members for the infinite love and support
all over my life; this thesis if merely impossible without them.

vii



TABLE OF CONTENTS

TITLE PAGE. ... .. i e
CERTIFICATION OF THESIS WORK..... ..ot
PERMISSION TO USE. ...

ABSTRACT ..ot
ACKNOWLEDGEMENT.....ccoiiiiiiiiiiii e
TABLE OF CONTENTS. ...
LISTOF TABLES. ...
LIST OF CHARTS. . e
LIST OF ABBREVIATIONS. ...

CHAPTER 1 INTRODUCTION. ...ttt e veeieeene
1.1: Problem Statement..............ocoviiiiiiiiiiiiiiieinnn.n.

1.2: Research QUestions.........coeviviiiiiinineininiinennnnn.

1.3: Research Objectives. .......ovvveiiivniininaiiniianaannen..

1.4: Research Significance...........c.cooeviiiiiiniiiiiinn.

1.5: Theoretical Framework.............c.ccoevviiiiivnenenn..

1.5.1: Non-Tariff Barriers............ooevveveeninneninnns.

1.6: Research Methodology and Scope........................

1.7: Research Limitation ..........c.cooovveiiiiiiiininnnnn.

CHAPTER 2 LITERATURE REVIEW
2.1: Previous Studies........ccooeeiiiiiiiiiiiiiiiiiiii e,
2.2: Government to Government Manipulative
Mechanism.........ooooiiiiiiiiiiiiiiiiiiiiiiii e,
2.3: Market Manipulative Mechanism........................
2.4: China’s Non-Tariff Barriers Orientation ................

...........................................

CHAPTER 3 BACKGROUND OF POLITICAL RELATIONS
3.1: The Political Relations

...............
.....................................

..............................

CHAPTER 4  THE TRADE RELATIONS........ociiiiiiiiiiiieiieenen,
4.1: An Overview (1957-2000).........ooeieririeninininnnnn.

4.2: Malaysia-China Joint Economic and Trade
Commission

.................................................

..............................

CHAPTER 5 RESEARCH FINDINGS ON THE EFFECT OF CHINA’S
MERCANTILIST NON-TARIFF BARRIERS PRACTICES
ON MALAYSIA’S EXPORT

......................................

viii



5.2: Automatic Import Licensing Administration .......... 57

5.3: Standard, Testing and Labeling Requirements ......... 67

5.4: Quarantine Requirement............c.cocevviiieiniinennenen. 76

CHAPTER 6 RECOMMENDATION AND CONCLUSION.................. 81

6.1: The Realization of ASEAN-China Free Trade

Agreement.....ooveiiiiiiiiiir i e e .. 81

6.2: The Prospect of Malaysia-China Free Trade 83
AGreement.......ooeviiiiiiiii el

6.3: Conclusion .......coovieiiiiiiiiiiiii e, 85

REFERENCES. ... i e et 86



Table 4.1

Table 4.2

Table 4.3
Table 4.4
Table 6.1

LIST OF TABLES

Malaysia-China Joint Economic and Trade Commission

MEELINES. .« eeieet et
Bilateral Agreements and Memorandum of Understandings
Signed by Malaysia and China.............c.oooeviiiiiiiiiiiniiinn.n.
Major Chinese Companies Operating in Malaysia.....................
Major Malaysian Companies Operating in China.....................
ACFTA Agreements Signed by Malaysia and China..................

36

37
38

38
82



Chart 1.1
Chart 1.2

Chart 1.3
Chart 4.1
Chart 4.2
Chart 4.3

Chart 4.4

Chart 5.1
Chart 5.2
Chart 5.3
Chart 5.4
Chart 5.5
Chart 5.6
Chart 5.7
Chart 5.8
Chart 5.9
Chart 5.10
Chart 5.11
Chart 5.12

LIST OF CHARTS

Malaysia-China Total Trade 1990-2008.. e - 2
Malaysia-China Total Exports, Import and Balance of Trade 1990-

2000 & 2001-2008......ccotieiiriiiiiii e e et e e et 3
Categories of Mercantilist Non-Tariff Barriers.................c......... 8
Malaysia and China Trade 1990-2000............ccoiiiiiiiiiiiiininnen.. 35
Malaysia & China Investment 1999-2008.............c.ccooiiiinn.n. 38
Malaysia-China Exports, Imports and Balance of Trade 2001-

2008 e 40
Malaysia-China Export, Import and Balance of Trade 1990- 41
2000 et ans
Electric and Electronic Products..........c..ooooiiiiiiiiiiiiiiiaiiinnn 45
Machinery and Machinery Tools.........c..ooiiiiiiiiiiiiiiiiniiinn. 50
Other Products under CCCMark.........ooiiiiiiiiiiiiiiiiiiiiiiiienn, 54
Palm Oil and Vegetable Oil..............oooiiiiiiiiiii, 59
Aluminum Products..........oooiiiiiiii e 60
Iron and Steel Products.........ooooiiiiiiiiiiiiii e, 63
Paperboard Products...........coiiiiiiiiiiiiiii il 64
Other Products under AILA. ... .o, 66
Waste Materials. . .....ccoceininieiii e 69
Furniture Products..........oooiiiiiiiiii e, 71
Processed FOOdS. ..o 73
Animalsand Plants..........c..o i 78

xi



LIST OF ABBREVIATIONS

ASEAN Association of Southeast Asian Nations
ACFTA ASEAN China Free Trade Agreement

AQSIQ Administration of Quality Standards and Quarantine
AlLA Automatic Imports Licensing Administration
ARF ASEAN Regional Forum

CAR Central African Republic

CCC Mark  Compulsory Product Certification System
DROC Democratic Republic of Congo

FOCAC China-Africa Cooperation Forum

JETC Joint Economic and Trade Commission
MITI Ministry of International Trade and Industry
NTBs Non-Tariff Barriers

QR Quarantine Requirement

ROC Republic of Congo

SADC South African Development Community
STLR Standard, Testing and Labeling Requirements
SPS Sanitary and Pyhtosanitary Agreement

FTA Free Trade Agreement

US United States

USTR United States Trade Representatives

WHO World Health Organization

WTO World Trade Organization

Xii



CHAPTER 1: INTRODUCTION

This study examines China’s mercantilist instrument of non-tariff barriers (NTBs) that
affects Malaysia’s exports to China. In recent years, China’s trade practices has been
under scrutiny and attracted much criticism especially from the United States and also
European countries. They accused China for its unfair and unethical trade protectionism
policies that caused billions of loses in trade deficits. This reflects on the foundation of a
mercantilist nation that solely focuses towards the maximization of national wealth at the
expense of other countries. Therefore mercantilism’s concept has always been about trade

domination through the accumulation of trade surpluses.

Due to China’s superior economic performance, the competition among countries
to gain business opportunities with China is intensified. In addition to China’s mass
population, its business prospects took into consideration on the firm economic growth of
average 9 per cent for the past two decades. Even Malaysia was unable to resist the
magnetic force and is now keen on enhancing trade relations with China especially since

the accession of China into WTO in 2001.

Over the years the trade relations between these two countries grew significantly
with average growth rate of 23 per cent from the year 1990-2000 and reached almost 25
per cent in 2008 accounted from total trade of US$ 190.2 billion (Chart 1.1). Presently,
China is Malaysia’s fourth major trading partner and export destination for seven

successive years since 2001 (MITI, 2008). In 2008, Malaysia’s exports to China
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