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RWMA. 3b to stinulate econom c activities (HL)

Lokman Mansor; Dzul karnain Taib

THE Gover nment yesterday unveiled a new RMA. 3 billion stimlus package
desi gned to generate econonic activities with the biggest spin-off effects
possi bl e.

The new package, on top of the RMB billion punp-primng neasures
announced in March, will hel p Mal aysia contain the effects of a gl obal
econom ¢ sl owdown whi ch has taken a turn for the worse since the terrori st
attacks in the US on Septenber 11.

Prime M nister Datuk Seri Dr Mahat hir Mhamad said with these new
measur es, gross donestic product (GDP) growh for this year will stay
positive at between 1 and 2 per cent.

The Governnent had earlier forecast GDP growh of 5-6 per cent for 2001.

The new neasures include RML billion for rural devel opnent projects,

di sbursement for which will begin w thinthree nonths to build roads,
bridges, newwells, and i npl enent other small projects.

"Money will be allocated directly to the state governnents for i medi ate
i mpl enent ati on. About 70 per cent will be paid to banks directly so that
when t he projects are approved, progress paynents can be nade
i mredi ately," the Prine Mnister said.

O her projects include upgradi ng and nai nt enance work for governnent
bui I di ngs, quarters and facilities; construction of conputer labs in
school s; and upgradi ng of Kenmas (Kemaj uan Masyar akat) ki ndergartens.

Funds are al so set aside for unenpl oyed degree and di pl oma hol ders to
| earn new skills, including a RML50 nmillion allocation to retrain
retrenched workers.

Anot her RML10 million will go towards efforts to boost tourism

The Prime M nister said the stinulus package will be financed from
donestic sources, which will increase the deficit in this year's budget
but will remain at an acceptable | evel.

"I'n addi ti on, other neasures which are part of the package will be
announced during the (2002) Budget on Cctober 19," Dr Mahathir said at a
press conference in Putraj aya.

Al so present were National Econom c Action Council nenbers, including
its executive director Datuk Mist apa Mohanmed and Bank Negara Gover nor Tan
Sri Dr Zeti Akhtar Aziz.

Econonmi sts contacted by Busi ness Times are confident that the new
stimulus will be able to buffer the donmestic econony agai nst adverse
external factors.

RAM Consul t ancy Servi ces Sdn Bhd chi ef operating officer Dr Yeah Kim
Leng sai d t he nmeasures coul d see GDP growi ng by 1.7 per cent this year,
based on the total nultiplier effect of the Government's spendi ng of 1.22
tinmes.

This nmeans for every ringgit spent by the Governnent, 22 sen of
addi ti onal val ue i s added across all sectors of the econony, particularly
i n respect of consuner spending.

"The funds woul d have a nultiplier effect across a wi de econom ¢ base,
and the benefits filter through to a wi de range of recipients. Projects
outlined in the stinmulus package shows that the Governnent is putting
noney in areas where it can bring direct benefits to the public and
busi nesses," Yeah sai d.

A gover nment economi st sai d small devel opnent projects are enphasi sed
preci sely because they can be i npl enented i medi ately.



"I'n the past, sone of these projects were put on hol d because t hey had
to conpete for funds with projects of higher priority and national
urgency. By inplenenting themnow, the Governnment hopes to realise the
benefits in a shorter tinme," the econom st said.

Dr Mahathir said the Government is turning to the domestic econony to
pronote grow h, as the terrorist attacks have scal ed back expectati ons of
an economi c recovery in the US.

"The worl d econony appears to have taken a negative turn foll ow ng the
recent events in the US. A gl obal econom ¢ sl omdown appears i mm nent. As
an open econony, this will have inplications on Mal aysi a," he said.

Dr Mahat hir said the Governnent is al so | ooking at howto stinulate
private sector activities, toincrease manufacturing capacity and exports
to countries that are not affected by the terrorismcrisis.

"W believe things will not be too bad if we do these things. If we do
nothing at all we will go down together with the rest of the world. (Now)
even if the whole world goes down, we will not go down that far," he
added.

The Prine M nister said the Governnment has al so taken steps to enhance
efficiency in project inplementation, |ike speeding up paynents to
contractors and renovi ng bureaucratic del ays.

"Weekly neetings will be held between the rel evant parties and
government authorities to enhance the Governnent's delivery system Wth
the i npl enmentati on of this package, the Governnent is confident that the
downsi de to t he Mal aysi an econony can be nini m sed," he said.
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