26/ 09/ 2001

Broad- based response

COM NG just days after acut ininterest rates, the newfiscal stimulus
package t o bol ster economi c activities announced yesterday refl ects the
Governnent's recognition of the urgency to take appropriate action in the
face of an i nmi nent gl obal econonic sl owdown. The Gover nnent has even
deci ded not to wait for another nonth, when the 2002 Budget woul d be
tabled in Parlianent, torespond to the uncertainties in econom c outl ook
arising fromevents following the terrorist attacks in the US. The RW. 3
billionin newspending outlinedby Prine Mnister Datuk Seri Dr Mahathir
Mohamad is in addition to the RMB billion package announced i n March for
infrastructure projects and the RM28 billion allocation in the 2001
Budget . But what stands out about the new neasures is that they are
designed to achieve "optinmal spin-off" for the econony, and in the
shortest tine possible. |nplementation of existing and new snal | -scal e
projects will be stepped up to generate business and i ncone
oppportunities, and special efforts will be taken to safeguard t he well -
bei ng of the poor.

A sizeabl e portion of the allocation can and is intended to be di sbursed
inamtter of weeks, if not i mMmediately. These i nclude RML billion for
smal | rural and sel ected urban devel opnent projects; RVBOO nillion for
upgr adi ng and mai nt enance wor ks of gover nnent buil di ngs, quarters and
facilities; RMI50 nmilliontoretrain retrenched workers; and a doubl i ng of
the rate of welfare payments by the Mnistry of Welfare and National Unity
which will cost RMBO million. Another RML50 million in special tenporary
al | owance for 10, 000 degree and di pl ona hol ders to attend i nfornati on
t echnol ogy, mathemati cs and | anguage courses; RML10 million to boost
tourism and a special allocation to upgrade kindergartens run by the
Communi ty Devel opnent Department or KEMAS shoul d |i kewi se see qui ck
di sbur senment. However, the RVMBOO million for constructing conputer labs in
2,000 schools may take a little longer to farmout, while the rest of the
package's strategies will be detailed in 2002 Budget.

And it appears the Governnent is taking serious note of the fact that
the earlier RM3 billion package was not utilised as expeditiously as it
had hoped. Earlier reports had said that only one-third of the allocation
made in March woul d be used up by year-end. Granted that the noney set
aside then was mainly for infrastructure projects, which take tinme to plan
and effect, it is obvious that there are weaknesses in respect of project
i mpl ement ati on. As such, weekly nmeetings will now be hel d bet ween rel evant
parti es and government departnents to enhance the Governnent's delivery
systemand head of f any bureauratic del ays. Econoni sts had counted on t he
earlier package to nudge gross donestic product (GDP) growth for this year
up by 0.6 per cent through an expected nultiplier effect of 1.2 tines,
whi ch means for every ringgit spent a further 20 sen of economic
activities would be generated. This woul d have been sufficient to serve as
a buffer, as the Government had i ntended, against the effects of a
sl owdown i n the US econony al ready antici pated even t hen.

The US and gl obal econom ¢ outl ook has unfortunately taken a turn for
t he worse since, requiring governnents throughout the world to respond in
recent days with various fiscal and nonetary neasures. Mal aysia itself has
made funds cheaper only | ast Thursday, while ensuring that returns for
deposits remmai n reasonabl e. The Gover nnent now expects GDP to grow 1-2 per
cent this year, instead of 5-6 per cent forecast earlier, which will still



be a creditabl e performance conpared to ot her econoni es, emergi ng or
devel oped, in this region or el sewhere. There i s a good reason for the new
nmeasures to stress fair and wide distribution of benefits though; a high
| evel of consuner spending is needed to m nimn se the econony's downsi de
risks, and this can only be achieved with the cooperation of all segnents
of society. It ought also to be noted that if not for the Governnent's
foresight to introduce the earlier pre-enptive nmeasures, the chall enge
faced today woul d be that much tougher.

( END)



	Broad-based response (NST 26/09/2001)

