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LAST Thursday, Prime M nister Datuk Seri Dr Mahat hir Mohanmad tabled in the
Dewan Rakyat the M d- Term Revi ew of the Seventh Mal aysia Pl an.

The docunent is a reassessnment of the progress of soci o-economnc
devel oprment. Such eval uati ons enabl e pl anners to revi ew and revi se
prospects and forecasts for the renaini ng years of each Pl an peri od.

The revi ews are necessary as each Pl an covers five years. And five years
of macro-econom ¢ progranmres nmust be constantly nonitored to ensure
targets are net.

| f eval uations point tothe eventuality that objectives nmght not be
achieved, freshinitiatives andfillips ingreater nonetary all ocations
are introduced to ensure the targets are net. Conversely the targets are
reduced.

Actual |y such targets are set by even greater and | onger termnaster
pl ans, cal |l ed Qutline Perspective Plans. The first, OPPl1, covered a 20-
year period, 1971 to 1990.

The country's soci o-econoni ¢ managers realised the problens i nherent in
establ i shing targets, inmplenenting programres and achi evi ng | ong-term
obj ectives. And so the framework of the second, OPP2, was shortened to 10
years, 1991 to 2000

The first three years of OPP2 were happy ones, just like the last three
of OPPl. Six consecutive years of econonic growth of nore than eight per
cent happilly perforced the Economic Planning Unit to revise upwards its
proj ections for OPP2.

When first presented in 1991, OPP2 forecast an annual gross donestic
product expansion of 7.5 per cent. In Decenber 1993, the md-termreview
report revised the estimate for the entire 10-year period to an annua
average econom c growth of 8.1 per cent.

The achi evenent of the subsequent two years lived up to the high
expect ati ons.

Econom ¢ expansi on kept clipping at an enviable rate. So much so the
pl anners set the target of an annual real GDP growth of eight per cent for
the Seventh Pl an period that woul d achi eve, if not surpass the overall
econom ¢ growt h objective of OPP2.

The first two years saw econoni ¢ expansi on on par for the OPP2 course;
an 8.7 per cent real GDP growth in 1996 and 7.7 per cent in 1997.

But unhappily probl ens, well docunented, devolved on the country in m d-
1997 whi ch some say beset the econony even earlier, though inperceptibly.

The probl ens, explainedin the Wiite Paper tabled in Parliament two
weeks ago by the Deputy Prinme M nister, Datuk Seri Abdul | ah Ahmad Badaw ,
resulted in the second and worst recession the country had to endure in
its economc history, a GDP contraction of 6.7 per cent.

That unprecedented and totally unexpected recessi on skewed earlier
forecasts. And the M d-TermRevi ew of the Seventh Pl an presents a sober
re-assessnent of achi evable econonmic growth targets.

The econony grew by an annual rate of three per cent inthe first three
years of the Plan peri od.

Al ready we had been told that this year woul d see the country notch up a
real CGDP expansi on of a humbl e one per cent.

The MIR says next year woul d be nore buoyant. The country ni ght be able
torecord a growh of as nuch as five per cent.

The report says the overall growh figure for the entire SVWP peri od



woul d be three per cent, far, far | ower the original target of the plan.
It would also alter the figures forecast by both the OPP2 and SMP.

These are nacro-econom c statistics which tell precious little to the
man in the street.

But ot her economic i ndicators open up clear wi ndows on the economi c
| andscape and what they showto every and anyone who cares to | ook.

For one, per capita incone statistics reveal how nmuch poorer we have
been rendered by the last two years.

Per capita incone is one indicator of the wealth of each individual,
man, woman, child and the non-incone earning old in the country.

It isafigure arrived at by dividing the national inconme by the total
popul ati on.

True, it is nerely an econonic statistic but it tells, year after, the
progressive weal th of individuals and coupled with nmovenents in the
Consuner Price I ndex, the purchasing power in any given year of the
ringgit.

The SMP forecast that the country woul d have a per capita i ncone of
RML4, 788 by the year 2000.

But the two bad years have, as Dr Mahathir said, "put us back by a few
years".

That SMP forecast woul d not be achi eved by any stretch of hopef ul
expect ati ons.

For per capita incone in 1997 was RML2,051. It declined to RML1, 835 | ast
year. It will be not be any better this year, according to the 1998 Bank
Negara Report which forecasts the figure for 1999 to be RML1, 831.

Even with the forecast real GDP growth of five per cent, the per capita
income figure will not | eapfrog next year to anywhere near the SMP target.
Mor eover, the per capita inconme figure is nonminal, not real. In sinple

ternms, the figure is only relative.

Conpared to real income, it would be | ess when you factor in inflation.
One ringgit this year is worth I ess than | ast year's val ue.

It follows therefore, the nonminal value might be high next year, but in
reality it would be Iess.

How rmuch t he weal th of individuals has shrivelled if further underscored
by to another indicator, the CPI?

This indicator of inflation forner rose by 5.7 per cent |ast year, very
hi gh by Ml aysi an st andards.

Inflation reflects the purchasing power of theringgit. And therisein
inflation indicates that ringgit did not stretch as far as it didin 1997
or earlier years.

And so what does the MIR portend for the remnaining two years of the SWP
period?

The pl anners have revi sed economi ¢ targets whi ch have been soberly
| ower ed. But econom es, whet her successful or troubl ed have to be nanaged.

For nore than a decade t he econoni ¢ managers have been in the fortunate
posi tion of having to manage a successful econony.

Over the past year, they had been conpelled to nurse an ailing econony.
That they have done with a degree of success.

They have nanaged to arrest the recession and the econony is nowin a
gr owt h node.

They know they have to galvanise it. They have to prinme-punp the econony
agai n.

And t hey have all ocated no | ess than RM2 billion in additional funds,
al nost a third nore than the original SMP all ocation of RMB7.5 billion.

A substantial portion of these additional nonies would be channell ed
i nto the economic sector, that is industries that together are the cogs of
t he engi ne of the country's econony.



The funds woul d generate addi ti onal jobs, nmake opportunities to educate
a nore skilled workforce, consolidate financial institutions, revitalise
the agriculture and rural sectors, harness i nformation technol ogy and
ultimately, inprove the quality of life.

The additional allocation is huge, far nore than that arranged by the
Si X previ ous MIRs.

The Government is confident that a substantial portion of this anmpbunt
can and will be raised locally. For one, the | ocal bond narket is
relatively untapped. It will go abroad, if the need ari ses.

But the objectives of the revised progranmes and the added al | ocati ons
wi Il not be achieved if, the people do not respond.

For economi es grow and decline as a result of the response of the
popul ati on.

Economi sts have a term aggregate domestic demand. It sinply nmeans
peopl e nust buy and avail of various services. Sales rung up by products
and services contribute to the econony.

The country encounterd two bad years. One consequence was in the rise of
wages.

The aver age wage i ncrease in the manufacturing sector fell from7.3 per
cent in 1997 to a nere 0.3 in 1998.

That did not put a lot of disposal incone in the pockets of wage earners
which resulted inadropinthe sale of large itens |ike cars and houses.

But prospects are brighter now RWM22 billionis alot of noney. It
shoul d gal vani se al nost all sectors of the econony and ultimately put a
bit nore noney in the wage envel opes of all workers.

As Dr Mahathir said: "Al'l these neasures (contained in the MIR and whi ch
woul d be i nmpl enented in the com ng 20 nonths) to achi eve the nation's
aspirations can only be realised if each and every one of us gives
his...best to the role each nmuch play."

That role is sinple. To have faith that the country's econony will
rebound and to create a demand for products and services, especially the
| ocal varieties.

O course, we are not an island. Qur econom c fortunes are also in part
determ ned by the fortunes of our trading partners. The forecast by MIRis
equal I y buoyant about them

Hopeful 'y, the country woul d achi eve the MIR target of real GDP growth
of five per cent in the year 2000 and, again hopefully, we woul d have a
better quality of Iife then
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