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The great crash: What now for Ml aysi a?

Bhupi nder Si ngh

NEVER mind that the United States econony may slip into recession and that
t he pandenoni ¢ sell down on Wall Street is creating ripples around the
worl d. Never mind, too, that the prevailing uncertainties may push

Mal aysia marginally into negative growth, and that unenpl oyment is rising
and affecting the pocket of the man-in-the-street.

Am dst all the doomand gl oom there seens to be a silver |ining.
Firstly, the Government, in a determ ned effort to reduce the downside to
t he Mal aysi an economny, announced a RWMA. 3-billion stinulus package to
cushi on the inpact of a global sl owdown. The package is in addition to the
RMB billion announced in March and RM28 billion allocated in Budget 2001
| ast year.

The RMB billion is mainly for infrastructure projects while the RW. 3

billion focuses, anong others, on snall devel opnent projects, training of
retrenched workers and touri smpronotion. Conpared to the RMB billion
stimulus, where only RM2OO million has been used so far, the RM.3 billion

is to be disbursed on a fast-track basis.

Dr Yeah Ki mLeng, chief econom st of Rating Agency Ml aysia Bhd, feels
that the RVMA. 3-billion package is primarily meant to alleviate the socia
i npact of the econonic sl owdown and encourage donestic consunption.

Consi dering the circunstances, the Governnment has no choice but to
enbark on fiscal spending. Wile the stinulus package are explicit
measures, what is nore profound and significant is that sonme refined
inplicit steps to retune the econony al so seens to be taking place.

The prol onged economni ¢ sl owdown and the inpending rise of China as
Asia's next growmh centre is forcing Malaysia into a possible policy
shift. Nobody tal ks about it officially but the tell-tale signs are
becom ng evi dent.

In recent nonths, politicians have been tal ki ng about i nproving
conpetitiveness, especially anong the younger generation of Bum puteras.
The intake of students in three faculties at universities is to be based
on performance. Concrete neasures are being taken to restructure conpanies
that are perceived to be well-connect ed.

Then we have seen industries being liberalised. For instance, a French
conpany today dom nates the |ocal cenent industry while foreign partners
have a major say in at | east one tel ecommuni cations outfit.

The changes are trickling in. But the sudden deterioration of the gl oba
econom ¢ scenario followng the terrorist attack of Sept 11 on America and
the resultant collapse of Wall Street is likely to speed up a paradi gm
shift.

“There has got to be a shift in econonic policies. It is inportant to
identify the next source of growh,' says Nor Zahidi Alias, head of

i nvestnent research at Al liance Merchant Bank. | guess the Government is
having a feel of things first.'
Besi des the gl oony gl obal outl ook, Ml aysia, |like many in the region,

will also have to contend with the rise of China as the next haven for
i nvestors. The country, with its huge donestic market and cheap | abour, is
| ooked upon by investors as the place to invest. China is poised to enter
the Wrld Trade Organi sation (WO in Novenber, a nove that is expected to
pave the way for investnents to pour into the country in a big way.

For Tan Teng Boo, managi ng director of independent equities investnent
house Capital Dynanics, Prinme Mnister Datuk Seri Dr Mahat hir Mhamad' s



statements on neritocracy is the nost inportant econom c policy for
Mal aysi a.

"But to attain sustained econonic growth, the perfornmance-based system
and culture nust be extended beyond the intake of students in
universities. It nmust be broadened to the corporate and public sectors,
he says. "W have to realise that recovery fromthe 1998 recessi on can
only be sustained if we have the foresight and courage to discard any
prevailing economc policies that are found to be redundant.’

The traditional cure of government punp-primng and pi nni ng hopes on
exports recovery to boost growmh are short termneasures. VWile it
relieves the pain in the immediate term many now realise they are not the
answer to the question of long-termgrowh, especially with the | oom ng
spectre of a global recession and increasing conpetition from energing
econom es.

Sonme feel short-term Keynesi an-styl e aggregate denmand managenent needs
to be suppl enented with aggregate supply managenent policies to increase
gross donestic product (GDP) over the long term

"We may have to fiddle with the supply side now W nmay be | ooking at
sone ki nd of Reaganom cs,' Nor Zahidi says. Reaganom cs or otherw se known
as supply-side econonmics is a policy that ainms to boost productivity and
reduce inflation by cutting down red-tape, deregul ating, reducing taxes
and enhanci ng human capital.

At present, the supply side of the econony faces problens with corporate
debt in the banking systemthat has not been adequately settled. Non-
perform ng loans are on the increase as a result of the worsening econonic
environnment. The corporate debt overhang and the sl owi ng econony on the
back of excess capacity are boggi ng down private investnment. This in turn
is affecting Malaysia's conpetitiveness, as new production technol ogi es
are not stream ng in.

Sunway Group corporate adviser, Tan Sri Ranon Navaratnam feels that
great effort must be put in to tap human resources and ingenuity to
survive and expand out put and efficiency to overcone problens of a gl oba
sl owdown.

"We cannot afford to be too preoccupied with distribution at a tine when
prospects to expand the cake are dim W can return to the need to share
the weal th of our country when the situation inproves,' he says.
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