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FMM 6.5 PCT TARGET GROMH FOR MANUFACTURI NG CAN BE ACHI EVED

KUALA LUMPUR, Cct 20 (Bernama) -- The Federation of Ml aysian
Manuf acturers (FMV) said the targeted growh rate of 6.5 percent for the
manuf acturing sector next year can be achieved if projects identified for
t he housi ng, education, infrastructure and tourismsectors are fully
i npl enented and the procurenent of Ml aysian goods and servi ces maxi m sed.

FMM said a vi brant donestic econony would assist in mtigating the
sl owdown in external demand, provide spin-off effects for other sectors of
t he econony and increase incones and the purchasing power of donestic
consuners.

In the 2002 Budget tabled by Prine M nister-cumFinance M nister Datuk
Seri Dr Mahat hir Mhanmad, the nmanufacturing sector is forecast to perform
better than the 0.2 percent growth forecast for 2001

FMM al so said although it was encouraged by the five percent growh
projection of the country's G oss Donestic Product (GDP) for 2002, it was
still concerned about the uncertainties on the external front.

Mal aysia, it said, nmust be prepared for contigencies if the gl obal
envi ronnent deteriorated.

FMM sai d the achi evenent of forecast GDP growth rested on the

conprehensive and full inplementation of all projects that had been
identified by the recent pre-enptive fiscal stimulus packages and the 2002
Budget .

"Any shortfalls in inplenmentation and paynments woul d reduce the
multiplier effects of these projects on the rest of the econony, thereby
reduci ng the potential for sustaining growth,” it explained.

The 2002 Budget had gi ven enphasi s on donestic sources of growth in
stinmulating demand to support the growth nmonentum

FMM al so said the reduction in personal incone tax would contribute
significantly to increasing donestic consunption

On the absence of a reduction in coporate tax, FMM said although the
2002 Budget did not provide for it, there were other incentives that would
enhance the investnent environnent such as the Reinvestnent Al owance.

FMM said the all owance woul d continue to encourage existing investors
to reinvest on plant upgrades or diversify their operations, thus naking
Mal aysia an attractive investnment centre.

The trade body al so wel coned the proposal to wi den the personal incone
tax band and reduce the tax rates to be in line with corporate tax rates.

Besi des i ncreasing di sposabl e i ncone and consunption, the higher
maxi mumtax rate would help to attract know edge workers, it said.

On the proposed tax exenption on inconme for trade associations, FMV
said such a tax would certainly encourage FMMto carry out nore activities
that woul d provide the top down pull approach to its nenbers and hel p bring
about greater industrialisation growh and devel opnent.

The FMM al so commended the government for its strong support towards
enphasi sing the need to devel op Mal aysi an brand nanes.

"The process of devel oping brand nanes is long and capital intensive,"
it said.

FMM al so said the proposed tax incentives for the inplenentation of the
RosettaNet would help small and mediumindustries (SMs) to nove a step
forward in comunications, particularly with their custoners, in particular
M\Cs in the electrical and el ectronics sector

However, FMM said that nore was needed to be done in the area of



reduci ng cost of doi ng business.

"FMM i s concerned that the inmnent increases in insurance and shipping
costs following the Sept 11 incident (in the United States) would be
conmpounded by the increase in diesel and petrol prices domestically."

Li kewise, it said certain industry groups were |ooking forward to a
downward review of natural gas prices for themto be nore conpetitive. --
BERNANA
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