7 FEB 1996

MEASURES TO CURB CURRENT ACCOUNT DEFICIT I N SEVENTH M SI A PLAN

KUALA LUMPUR, Feb 7 (Bernama) -- The government is planning to stress
on measures to curb the current account deficit in the seventh Ml aysi a
pl an, deputy finance m nister Datuk Dr Affifuddin Orar said.

The current account deficit should not be nore than five percent of the
country's annual G owth Domestic Product (GDP), he said adding the
country's deficit was howdver now at 7.5 percent of GDP

The government has outlined a | ot of measures to curb the current
account deficit, by raising exports and reducing inports, he told a press
conference after the breaking of fast with reporters here | ast night.

O her nmeasures included a nonetary shift, good taxation policy and to
shift the donestic manufacturing production for export purposes as well as
enhanci ng the val ue added sector, nanely rubber and cocoa, he said.

Prime M nister Datuk Seri Dr Mahathir Mhamad said recently that nore
conponents for the manufacturing sector shoul d be produced locally if
export earnings are to be naxim sed.

Dr Mahathir called on the manufacturers to produce in sufficient
quantities and achi eve economies of scale for local as well as for the
gl obal market.

To a question on the stiff conpetition in the International Ofshore
Fi nancial Centre (I OFC) of Labuan between | ocal and foreign banks,
Affifuddin said small | ocal banks should nerge to becone a big and conpete
at par by offering better services and benefits.

The newly formed bank coul d give conpetition to the giant foreign
banks, which offer good and attractive benefits to its custoners, he said.
Currently, there are 16 | ocal banks operating in the I OFC, with about

40 forei gn banks.

The | ocal banks shoul d al so diversify their businesses to
manuf act uri ng, services and the housing industry and not nerely confine
t hensel ves to conventional transactions, he said.

"Diversification of |ocal banks would allow themto conpete with the
forei gn Banks.

However, he said the government is trying to mnimse intervention and
not to interupt nuch in the market", he said.

Conmenti ng on the Enpl oyees Provident Fund (EPF) dividends to be
announced by the board for |ast year, Affifuddin said the 7.1 mllion EPF
contributors should not be angry if the dividend is not at eight percent as
in 1994,

"Let us becone a society which do not demand entitlenent," adding that
t he government woul d share better dividends as it could afford it and when
times are "good" while contributors should share the burden when tines ate
bad.

Under the EPF Act, the minimumdividend is 2.5 percent, he said addi ng
that it was not fair to ask for nore than the fund could provide as it (the
fund) has been paying nore than it shoul d have since the 1960s.

EPF di vidend rates increased over the years from2.5 percent in 1953 to
8.5 percent in 1980 to 1987 but dropped to eight percent from 1988 to 1994.
On his political career, he offered hinself as the UVNO Suprene Counci
menber for the next UWMNO general election to be held at the end of this

year.

Affifuddin said he woul d offer his expertise in political econom cs for
the benefit of the UWNO members. -- BERNAMA
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