20/ 02/ 2004
Govt favours gradual cut in deficit, says Nor Mohaned

KALI MULLAH HASSAN
THE Government will now opt for a gradual reduction of the deficit
i nstead of the earlier stated objective of a bal anced budget by 2006.

Second Finance M nister Tan Sri Nor Mhamed Yakcop, speaking to 21 of
the region's top fund managers, said the deficit had been reduced from
5.6 per cent two years ago to 5.5 per cent |ast year. It is expected to
be reduced further to 4.5 per cent this year.

"(Prime Mnister) Datuk Seri Abdul | ah Badawi has directed that we
continue to | ower the fiscal deficit through fiscal prudence.

"The deficit will growlower and | ower," he assured the fund managers
at a neeting in Putrajaya yesterday.

Nor Mohaned said: "Question is, why not zero? That is the ideal
situation. But we cannot do it for practical reasons."

He expl ai ned that as a devel opi ng country, Ml aysia rmust continue to
enphasi se on growt h of between 5 and 7 per cent annual |y or even hi gher.

"As envisaged by our previous Prinme Mnister, Tun Dr Mahat hir Mohamad,
we need good growth year in, year out to achi eve devel oped nati on stat us.

"For a multi-racial country |like Malaysia, growth i s good because we do
not believe in robbing Paul to pay Peter. W want the economic pie to
growto ensure there is greater wealth to be distributed to all
Mal aysi ans. G owh is and will continue to be very inportant,"” he sai d.

Putting his argunent in perspective, Nor Mbdhanmed rel ated that since
1957, when Mal aysi a gai ned i ndependence, there was a provi sion that
al | owed t he Government to borrow noney fromthe central bank if it got
into trouble.

Many ot her newl y i ndependent countries had the sane provi sion.

"But even in our darkest hour, the Government did not borrow. Fiscal
prudence has al ways been our hall mark," he said.

He added t hat even foreign borrowi ng was kept at a ni ni rumand when t he
financial situation was good, the country pre-paid its |oans.

As such, he said, given the Governnent's record on fiscal prudence and
t he push for growth, a quick prescription for zero deficit would result
in acrunch and "will serve no purpose”.

A crunch woul d be detrinmental to growth and to the soci o-econom ¢
i deal s whi ch had kept the country stabl e and peaceful.

"The nmomentumon reduction of the deficit is a given. But it will be an
orderly reduction,"” he said.

Nor Mohamed cited the shel ving of the RML4 billion doubl e-tracking
project as an exanple of the adm nistration's fiscal prudence.

"W will continue with prudent policies and we will continue to have
growt h," he added.
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