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DR MAHATH R UNDERLI NES 10 PCLI CY FOCUS TO ACH EVE BALANCED GROMH

KUALA LUMPUR, Cct 30 (Bernama) -- Prime Mnister Datuk Seri Dr Mahathir
Mohamad t oday underlined 10 policy focus on the M d-Term Review of the
Ei ghth Mal aysia Plan (8WP) in the governnent's continuous effort to achieve
a bal anced and sustainable growh for the period 2004-2005 to build
Mal aysia into a united, socially just, resilient and conpetitive nation.

Dr Mahathir, who will retire tonorrow after |eading the nation for 22
years, said that the country has achi eved credi bl e economc growh despite
bei ng adversely affected by the volatile gl oble econony during the first
three years of the 8MWP

In tabling the notion on the M d-Term Review of the 8WP in the Dewan
Rakyat, the Prine Mnister said that the policy focus of the Md-Term
Review i s

* reinforce macroecononi ¢ fundanental s;

* bol ster economc resilience to better w thstand shocks;

* retool the econony to enhance its conpetitiveness;

* reactivate private investnent in particular |ocal sources to assune
its role as the engi ne of grow h;
venture into new areas of growth
accelerate the transition froml ow technol ogy and | abour intensive
economny to one that is high technol ogy and know edge- based;

* increase supply of quality human resources to neet the demands of an

econony that is noving to higher value added activities;

* develop a nore equitable society to ensure everyone benefits from

devel opnent ;

* pronote an exenplary val ue system conpati ble with high achi evenent by

all comunities; and

* enhance international cooperation for prosperity.

Dr Mahathir, who is tabling his policy speech in Parliament for the
last tine, stressed that the policy thrusts of the Third Qutline
Perspective Plan and the 8MP will be continued to address these chal |l enges.

In addition, the Md-Term Review will build upon the package of New
Strategies introduced in May 2003 to address donestic and external
pr obl emns.

He said that the first three years of the 8MP have been exceptionally
chal l engi ng for Ml aysia due to unforeseen circunstances. It began with the
sl owdown in the gl obal econonmy caused by the downturn of the US econony and
collapse in world el ectroni cs demand.

This was agrravated by the Sept 11 incident in the US in the sane year
and after a short breather in 2002, the events in the first half of this
year, particularly the invasion of Irag and the Severe Acute Respiratory
Syndronme (SARS) outbreak have again negatively affected econom c recovery.

However, Dr Mahathir said that the Ml aysian econony was able to
recover with growh this year estimted at 4.5 percent.

During the review period (2001-2003) the econony continued to expand
and registered a real G oss Donestic Product (GDP) growth of 3.0 percent
even though the external factors and the | arge share of electrical and
el ectroni cs goods, which accounts for around 70 percent of manufactured
exports still prevails.

"We should take pride that our per capita incone rose by 2.4 percent
per annum from RML2, 843 in 2001 to RML4, 324 in 2003.

"Measured in ternms of purchasing power parity, the inprovenment in per
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capita income would be nore inpressive, growing at an average rate of 3.9
percent per annuumto USS$9, 380 in 2003," he said.

Dr Mahathir said that growh was achieved in an environnment of stable
prices and | ow unenpl opynment while the external trade position of the
country was also strong as reflected by the sizeable surplus in the currnet
account of the bal ance of paynents every year

In addition, the fiscal deficit remained within prudent linmts despite
the increase in public expenditure as a result of the governnent's
punp-primng efforts.

The Prime Mnister said that the governnment al so managed to reduce the
i nci dence of poverty by providing better housing and basic anenities,
particularly to those in the | owincome group and i nprove the quality of
life of all WMalaysians.

"Al t hough we expect the global econom c environment to inprove during
the remai ning Plan period, we nmust be prepared to neet new chal |l enges t hat
will test our resilience, productivity, resourceful ness and innovative
capabilities,"” he said.

He added that that external environnment, both politically a well as
ecoomcally, will continue to be of key concern

The Prime Mnister said that while it is acknow edged t hat
gl obal i sation could contribute towards increase in trade and capital flows
across countries, its present interpretation will benefit the rich
countries nore because the stress is on free trade and not fair trade.

As such, he said that the stress on conpetitiveness will also benefit
their giant corporations.

"We try to change the gl obalisation agenda through the WIO (Wrld Trade
Organi sation) but in the neantime we nust prepare to conpete in an
i nequitable environment. If Ml aysians want to continue to succeed they
have to find a niche where they can achieve world quality. They have al so
to inprove their marketing skills so as to gain a place in the val ue
chain," he said.

Dr Mahathir also said that the country woul d see increased conpetition
fromnew players in the global market, including China and India, which are
fast energing as attractive centres for investnment in the production of
goods and services with high technol ogy.

Dr Mahathir, who is Finance Mnister, said that the government woul d
countinue to pursue sound macroecononic policies to ensure strong
fundanmental s, such as low inflation rate, adequate savings, healthy bal ance
of paynments, stable exhange rate and prudent fiscal position

Efforts will also be taken to strengthen economic resilience and
devel oping a nore efficient financial sector and capital market as well as
i nprovi ng ri sk managenent and cor porate governance.

He said that the macroeconomi c prospects for the next two years are
expected to be promsing with the real GDP projected to grow at an average
rate of 6.0 percent per annum consistent with the | ong-term potenti al
out put of the econony.

"This growh rate will put us back on track to realise the devel opnent
targets set out in the National Vision Policy and Vision 2020.

"Based on this rate of growh, per capita gross national product (G\P)
will increase by 4.4 percent on average to RML5,600 and in terns of
pur chasi ng power parity will be faster at 5.5 percent and will reach
US$10, 400 in 2005," he said.

The Prime Mnister said that growh is expected to be supported by
strong donestic demand and sustained world econonmic growh as well as the
private sector demand which will be the driving force of the Ml aysi an
econony.

"W expect private sector investment to turn around and grow at about



12 percent per annumin response to the inproved donestic and externa
demand. Snmall and medi um scal e enterprises (SMEs) will be used as the
catal yst to spur donestic investnent.

"W would like to see the SMEs playing a bigger role in the econony as
in countries such as Japan, South Korea and Taiwan. To increase the
dynam sm of SMEs, concerted efforts will be made to upgrade their
technol ogi cal capability, pronote greater usage of information and
conmuni cati ons technology (ICT) as well as increase their ability to
i nnovat e and devel op new products with own brand nanes," he said.

Dr Mahathir said that efforts will also be taken to inprove the access
of SMEs to financing, including custom sing the financing facilities to
suit their needs.

He said that while the government woul d continue to pronote foreign
direct investnent, there would also be nore focus on | ocal sources of
i nvestnents.

He said that private consunption is expected to remain robust and grow
at 7.0 percent per annum basically driven by inproving consumer confidence
and i ncreasi ng di sposabl e i ncone.

The favourabl e fiscal and nonetary policies, brighter enploynment
prospects, recovery in external demand, better comodity prices and the
positive wealth effect froma buoyant stock market will pronote private
sector consunpti on.

"Qur policy is to maintain |low interest rates and increase
accessibility to financing is al so expected to increase demand for consuner
durabl es," he said.

However, Dr Mahathir said that the governnent will reduce public sector
i nvestment to a nore sustainable level in the next two years to
commensurate with the expected recovery in private sector investnent and
the strong growth in public consunption

He said that with better prospects in world trade, Ml aysian exports
are expected to expand at 7.4 percent per year and the surplus in the
mer chandi se account that was sustained during the reviewis expected to
conti nue.

The deficit in the services account will be reduced because of higher
inflows fromtourism education, transport, finance, health and
pr of essi onal services.

For the remaining Plan period, the current account is expected to
remain in surplus at 10 percent of GNP in 2005.

Dr Mahathir said that the manufacturing and services sectors would
continue to be the major contributors to growth with the manufacturing
sector expected to return to the high growh of 7.8 percent per annum

Gowh will result fromthe electronics and el ectrical subsector and
the transport equi pnent subsector, he said.

Meanwhi |l e, the services sector is expected to grow at 6.0 percent per
annum contributed mainly by the finance, insurance, real estate and
busi ness services; the wholesale and retail trade; hotels and restaurants;
and transport, storage and comunicati ons subsectors.

The Prime Mnister also said that the government would take initiatives
to provide a nore business friendly environnment which could help to
generate wealth

"W will continue to try to reduce the cost of doing business, review
the incentive structure, inprove the nmarket and ensure the supply of
manpower in keeping with the technol ogy and needs of the market," he said.

Dr Mahathir said that the manufacturing sector would continue to face
new chal | enges from energi ng economni es.

However, despite being adversely affected by external factors since the
1997/98 Asian financial crisis, this sector has remained critical to



econom ¢ growt h.

In 2003, the sector contributed 30.6 percent of the GDP, 83.0 percent
of total exports and 27.8 percent of total enploynent.

He said that the governnent has adopted various measures to mnimse
t he adverse inpact of external conditions on the sector through stinulus
package which was introduced during the review period and provide tax
i ncentives as well as enhanci ng human resource devel opnent.

Funds for training and retraining were established to raise the
productivity and efficiency of the workforce, Dr Mhathir said.

As such Dr Mahathir said that it was inportant for the nmanufacturing
sector to expedite the shift to high technol ogy and know edge-based
i ndustri es.

In line with this, the governnent would focus on reducing red tape,
reviewi ng work processes and streanlining procedures, in order to create a
busi ness-friendly environnent.

To increase industrial productivity, including SVMES, the governnent
wi || support the establishnent of trading conpanies simlar to Japan's
"sogo shoshas" to becone the conduit for the marketing of Ml aysian
products abr oad.

However, Dr Mahathir said that |ocal conpanies nust be prepared to pay
a reasonabl e conmi ssion for this service while the "sogo shoshas" conpani es
shoul d provide the best service to the markets and buyers abroad.

The Prime Mnister said that to increase the capacity and capability of
the SMEs a broad range of progranmes will continue to be inplenented to
ensure that they are reliable suppliers to | ead conpanies and their
oper ati ons worl dwi de.

In line with the Small and Medi um I ndustry Devel opnent Pl an, SMEs woul d
continue to be provided with financial, managerial and technical know how,
Dr Mahathir said. -- BERNAVA
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