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KUALA LUMPUR, March 29 (Bernama) -- Federation of Ml aysi an
Manuf acturers (FMV) says the governnment should concurrently provide a
correspondi ng two percent reduction in enployers' contribution to the
Enpl oyees Provident Fund (EPF) to generate nore significant increase to the
real GDP

FMM said a reduction in enployers' contribution to EPF would result in
a direct reduction to the wage bill and add financial strength to the
i ndustry to undertake greater investnent and re-investnent to nmaintain
conpetitive edge

"The investment and re-investnent activity would in turn stimulate
greater economc activity and strengthen grow h.

"Consequently, the country's econonmy woul d receive a two-prong boost
fromincreased consunption by enpl oyees and i ncreased invest nment
consunption by enpl oyers," said FWM

It said this in a statenment issued today in its reaction to the
pre-enptive nmeasures announced by Prime Mnister, Datuk Seri Dr Mahathir
Mohamed on Tuesday and gave the thunbs up to the government for taking the
bold step to draw up the nmeasures in preparation agai nst possible adverse
i npact that the U S. econonic sl owdown woul d have on the Mal aysi an econony.

One of the neasures to ward off the adverse effects of the economc
slowdown in the United States, is a reduction of two percent in EPF
contributions fromenpl oyees to 9.0 percent from 11 percent.

FMM however, said the positive effects of these neasures would be
negated by cost increases in factors of production

The federation, therefore, proposes that the governnent should inpose a
nmoratoriumon all cost increases in order to reinforce the pre-enptive
neasur es.

The manufacturing sector has been assailed with various cost hike of
| ate such as water rates, haulier charges, fuel oil prices, natural gas
prices and inported raw materi als.

FMM said concerns arose as there were noves to further increase
producti on overhead such as the proposed increase in electricity tariff, an
upward review of natural gas pricing anticipation, additional cess through
t he proposed introduction of a retrenchment fund in SOCSO and solid waste
di sposal charges, assessnment rates, insurance prem umand toll rates.

Ri si ng overheads could easily erode cost conpetitiveness for Ml aysi an
manuf actured products in global and domestic markets and it woul d becone
nore difficult to maintain narket share, it said.

"The positive effects of the package of pre-enptive nmeasures woul d be
severely curbed by acconpanyi ng increases in overheads by naking locally
manuf act ured products nore expensive and | ess attractive to consuners,” FWM
sai d.

FMM said a noratoriumduring such critical tinmes would help the
manuf acturing sector to export its way and the country out of the economc
dol dr uns.

"The manufacturing sector was successful in deploying this export
strategy during the Asian crisis and would be able to performthis economc
feat again this time around once costs could be nore controlled,” FMV
added.

It felt that the noratoriumwould al so benefit individual consuners
especially with respect to electricity rates, toll rates, assessnent rates,



addi ti onal contributions to SOCSO and i nsurance preni um

FMM commended the government for its decision to continue its
acconmodati ve nonetary policy by ensuring that the private sector continues
to have access to funds at reasonabl e costs.

The federation said the targeted | oan grow h of eight percent per annum
shoul d enphasi se financing for investnent consunption in the manufacturing
sector, which would be the key wealth creation sector and significant
generator of enploynment in the country's econony.

Wth greater accessibility to financing, the manufacturing sector could
further increase productivity, efficiency and cost conpetitiveness through
i nvestrment in the upgradi ng of machinery, equi prent and information
conmuni cati on technol ogi es. -- BERNANVA
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