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REVI EW ROBUST GROWH
MIR: M SI AN ECONOMY PO SED FOR ROBUST 5.0 PCT GROMH NEXT YEAR

KUALA LUMPUR, April 22 (Bernama) -- The Ml aysi an econony, after
faltering to a 6.7 percent contraction |l ast year, is posed to grow by 1.0
percent this year and an even nore robust 5.0 percent next year, said the
M d- Term Revi ew of the Seventh Mal aysia Plan (7MP).

The MIR was tabled by Prine Mnister Datuk Seri Dr Mahathir Mhanmad at
the Dewan Rakyat here today. The 7MP period is between 1996 and 2000.

Dr Mahathir, speaking at a press conference |later, said the worst is
over and the national econony is on the road to recovery.

However, the MIR, which was prepared by the Econonic Pl anning Unit
(EPU) of the Prime Mnister's Departnent, also cautioned that econonic
recovery woul d depend on donestic demand as well as the internationa
econony and financial environment, particularly the performance of regiona
econom es.

The MIR assesses the progress of Ml aysia's econonic devel opnent during
the first three years of the 7MP (1996-1998), the constraints encountered
and the new neasures taken to nanage the pressing i ssues which affect
growt h

It al so addresses the prospects for the remaining Plan period
(1999-2000) and presents strategies that had been fine-tuned to facilitate
the attai nment of the National Devel opnent Policy (NDP) and the status of a
devel oped nation as envisaged in Vision 2020.

But given the econonmic crisis which hit the country from 1997, growth
in the 7VP period has been forecast at 3.0 percent conpared with an earlier
projection of 8.0 percent for the five-year period.

At the sane tine, poverty is expected to be reduced to 5.5 percent.

The focus of the MTIR will be to expedite the process of recovery and
set in notion a steady and conti nuous rate of econonmic growth. Inits
endeavour towards this direction, the MIR said the government's enphasis on
the provision of social infrastructure facilities in education and
traini ng, housing, health, youth, wonen, fam |y and community devel opnent
woul d be stepped up.

Utimately, the aimis to ensure continued prosperity and inproving the
quality of life for the population, which is expected to increase from
20.95 mllion in 1995 to 22.23 million in 1998.

Refl ecting this commtnent, the MIR said total federal government
devel opnent al | ocation was revised fromthe original RVM67,500 millionto
RvB9, 500 million for the 7M.

For the 1996-1998 period, the government spent about RWMA8,481 million
while it would need an estimated RW1, 019 nillion for the remai ning plan
peri od.

Federal governnent revenue is expected to increase noderately by 4.3
percent per annumto RM62,906 million in the year 2000 due to the
i mprovenment in the collection of indirect taxes and non-tax revenue.

Per capita Gross National Product (GNP) is projected to increase to
RML2, 421 in the year 2000, which is |ower than the plan target of RML4, 788,
and neasured in terns of purchasing power parity (PPP), per capita incone
is also expected to i nprove from US$6, 460 in 1998 to US$6, 837 in 2000.

For the remaining years of the 7MP, boosting private investrment will be
crucial to the recovery towards sustai nable growh, the MIR said.

It said the high donestic savings at 41 percent of G oss Nationa
Product (GNP) plus foreign borrow ngs and | oans rai sed t hrough bonds woul d



fi nance recovery measures.

Manuf act uri ng woul d continue to be the | eading sector with a projected
expansi on of 3.4 percent in 1999-2000, contributing 34.5 percent to GDP and
27.2 percent to enpl oynent.

Agricultural output is expected to grow by 5.2 percent per annum
compared with the plan target of 2.4 percent per annum owi ng to better
prices, recovery in the oil pal msub-sector, expansion of productive areas
under oil palm and strengthening of the food sub-sector.

Donestic-oriented industries, mainly construction-related materi al s,
crude oil refinery and the chem cal industry, are expected to recover
strongly while export-oriented industries, nmainly electrical and
el ectronics, will recover nore gradually in tandemw th the recovery in
gl obal demand

The devel opnent of the information technol ogy sector to propel Ml aysia
t owar ds havi ng a know edge- based econony al so saw an i ncrease in the
allocation for I T-rel ated programes and projects to RWM,010.5 mllion from
the original RM2,013.1 mllion under the 7MP

On infrastructure and utilities, the MIR said that their devel opnent,
| ong recogni sed as an essential pre-condition for econom c growh, has now
taken on the additional role of reviving and stinulating the economny.

For exanple, infrastructure and utilities, conprising transportation,
storage and communi cations, electricity, gas and water, and constructi on,
contributed RML5,850 million or 12.1 percent of GDP in 1998, up one percent
fromRML3,264 mllion in 1995.

Dr Mahathir also outlined the governnent's conmmitnent in ensuring a
conduci ve econom c, social and political environnment where all Ml aysi ans
can participate in and share the benefits of econom c devel oprent.

Witing in the foreword of the MIR, he said neasures would be taken to
restore investor confidence, revive economic activities and conti nue human
resource devel opnent as well as address falling productivity, |ow capital
efficiency and i nflationary pressures.

New sources of growth would be identified, he added.

In recogni sing the inportance of human resources in the push for
productivity-led economc growh, Dr Mahathir said the supply of skilled
manpower woul d be i ncreased, access to education and training facilities
i mproved and | abour market mechani sns strengt hened.

The prime mnister also said the MIR period of the 7MP woul d be
remenbered "as a tinme when the national econony faced many chal | enges
arising fromthe effects of the recession in 1998"

The period woul d al so be remenbered for the unprecedented neasures and
the willingness of both the public and private sectors to adopt appropriate
policy adjustnents, he said.

Dr Mahathir said the econony perfornmed conmendably in the first two
years of the Plan period (1996-1997) but was adversely affected in 1998 by
the financial crisis, which began in 1997.

This crisis conpelled the governnent to undertake a series of strong
nmeasures to ensure that the stability of the nation was not further
adversely af fected.

The Nati onal Econom c Action Council (NEAC) was established on Jan 7,
1998 and the National Econonic Recovery Plan (NERP) was prepared and
| aunched on July 23, 1998 to respond to the i medi ate economic crisis.

The NERP is a conprehensive framework for addressing structural and
mediumtermissues. Its nmeasures were pragnmati c and designed to resolve the
critical issues facing the country and required the full commtnent, not
only on the part of the governnment but Ml aysians fromall wal ks of |ife,
said Dr Mahathir. -- BERNAMVA
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