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TI ME

| stand before this House to present the follow ng
noti on:

"That Thi s House,

recogni sing the creditable growh of the econony and
achi evenent of our soci o-econom ¢ objectives during the
first three years of the inplenmentation of the Seventh
Mal aysia Plan, in spite of the adverse econom c
performance in 1998 due to the regional financia
crisis;

acknow edgi ng and endorsing the continuous efforts of
the Government in the inplenentation of the Nationa
Devel opnent Policy in order to achieve bal anced

devel opnent based on growth with equity, and the

obj ectives contained in the Second Qutline Perspective
Pl an;

approves and endorses the M d- Term Revi ew of the
Seventh Mal aysia Pl an which seeks to inpl enment
strategi es and programes and al |l ocate funds desi gned
to achieve the objectives and comm tnent of the
Nat i onal Devel oprment Policy as set out in Conmand Paper
Nunber 8 of 1999;

That in approving the Md-Term Review, this House calls
upon all Ml aysians to strive harder and with stronger
determ nati on towards building a united, socially-just,
progressive, conpetitive and resilient nation in |ine
with the nation's aspirations to becone a devel oped
nati on by the year 2020."

Wth your perm ssion, M. Speaker | now table the M d-
Term Revi ew of the Seventh Ml aysia Plan for
del i berati on by Honourable Menbers of this House.

2. About three years ago, | stood before this

di stingui shed House to present the Seventh Ml aysi a
Plan (Seventh Plan). The Plan which represents the
second phase in the inplementation of the Second
Qutline Perspective Plan (OPP2), (1990-2000) contai ned



the nation's devel opnment agenda for the period 1996-
2000. As Honourabl e Menbers may recall, when the
Seventh Pl an was | aunched, the prospects for

accel erated growth were bright as the econom c position
then was already favourable and a strong foundation for
a continued and sustai ned soci oecononi ¢ devel opnent was
already in place. The challenging task then was to
bui |l d upon and manage this success so as to ensure that
Mal aysia will continue to enjoy high rates of growh as
wel | as increased prosperity for all Ml aysians.

3. Today, as | table the Md-Term Revi ew of the

Seventh Mal aysia Pl an covering the period 1996- 1998,

t he econoni ¢ environnment has changed. The chal | engi ng
task, now, is to re-stinulate the econony, which
contracted by 6.7 per cent |ast year. Wat a difference
two years can nake. The turnabout from a high grow h,
flourishing econony with strong fundanentals to one

wi th negative growm h has been to say the |east,
shocki ng, and devastating to the national confidence.

4. Nevertheless, as in the past, the Review assesses
the extent to which we have achi eved our objectives and
targets and identifies the constraints confronting our
efforts as well as evaluates the growth prospects,
policies and priorities in the nation's soci o-econom c
devel opnent. No crisis can be allowed to halt

Mal aysi a=s progress. If the country nust, it will use
the crisis to nake unconventi onal economnic changes so
as to overcone the setback.

MACROECONOM C PERFORMANCE

5. Let ne recapitulate for the benefit of Honourable
Menbers, the performance of the Ml aysi an econony
during the last three years. The nacroeconom ¢
performance during the first two years of the Plan
peri od was remarkabl e, with npst econom c indicators
exceeding the Plan target. The average Gross Domestic
Product (GDP) growth rate was 8.2 per cent in the 1996-
1997 period, inflation was | ow at 2.7 per cent and
unenpl oynent was at 2.6 per cent. However, in 1998
following the financial crisis, the econonmy recorded a
negative growh rate. The target for real GDP growth
was 8.0 per cent per year, but the econony only grew by
three per cent per year between 1996- 1998,
necessitating a readjustnent of the targeted growth
rate to three per cent for the whole Plan period. In
essence, the effect of the crisis was to push us back a
few years in terms of devel opment. The key econom c
indicators clearly illustrate this as the per capita

i ncome declined fromRML2,051 in 1997 to RMLL1, 835 in
1998 lower than the Plan target of RML4,788; inflation
rose from2.7 per cent in 1997 to 5.3 per cent in 1998;
and unenpl oynent increased slightly from 2.6 per cent
in 1997 to 3.9 per cent in 1998.



6. Economic growth during the review period was

| argely external demand-driven. Although donmestic
demand was the main contributor to growth during 1996
and early 1997, exports picked up towards the niddle of
1997 and subsequently strengthened further as a result
of the weaker Ringgit. Real exports grew by 5.6 per
cent per annum during the period from 1996 to 1998 but
this was | ower than the Plan target of 10.9 per cent.
However, due to the slower export growh and the

ef fects of the depreciation of the Ringgit, rea

i mports declined by 2.1 per cent per annum during the
revi ew period.

7. One positive aspect of the economic crisis is that
t he bal ance of paynments position inproved significantly
conpared with the Plan target. The current account
turned into a surplus of 13.7 per cent of G oss

Nati onal Product (GNP) in 1998 froma deficit of 5.1
per cent in 1996. This positive position was
attributed largely to the high growh of nerchandise
exports at 28.9 per cent in 1998, and sl ower growth of
mer chandi se inports at 2.6 per cent. However, this

i mprovenent in nerchandi se surplus was offset by the
large deficit in the services account and net outfl ows
in the transfers account. In the capital account,
short-termcapital recorded a large net outflow in the
wake of the currency turmoil in the region
Nevert hel ess, there was a net inflow of |ong-term
capital raised by the Federal Governnent to finance
counter-cyclical spending. As a result, the overal

bal ance i nproved.

| SSUES AND CHALLENGES CONFRONTI NG THE ECONOWY

8. Although signs of recovery of the econony are
becom ng evident, there are several issues which need
to be addressed in order to ensure a sustained recovery
and restore the growth monentum An inportant
prerequisite will be to continuously boost public and

i nvestor confidence. Substantially, the Md-Term

Revi ew poses six major chall enges.

9. The first of such challenges is the need to

mai ntai n strong macroecononm ¢ fundamentals. Prior to
the financial crisis, the nation had enjoyed rapid
grom h rates, averaging 8.5 per cent annually since
1990. This high gromh rate was acconpani ed by | ow
inflation and full enployment. Private investnment and
exports played a key role in spearheading the growh
while the fiscal position showed considerabl e strength.
External reserves were at respectable |levels and on
average, sufficient to finance about four nonths of
retained inports, while the country's exposure to
external debt was conparatively low with a healthy



external debt-service ratio of 6.2 per cent. The

nati onal savings rate at 39.4 per cent of GNP was
conparable, if not superior, to other countries having
hi gh savings rates. In addition, the banking system
was sound with non-performng | oans (NPLs) at 3.6 per
cent and the capital adequacy ratio at about 12 per
cent at the end of June 1997, exceeding the Bank for
International Settlement (BIS) mnimmstandard of 8
per cent.

10. As the Honourable Menbers of this House are aware,
with the start of the crisis there was a massive and
rapi d withdrawal of short-termcapital coupled with a
sharp fall in the prices of stocks. As the crisis
deepened, the real sector of the econony al so cane
under pressure. The decline in output was evident in
all major sectors due to weaker demand fromthe
donestic and external markets. Inflation rose to 5.3
per cent mainly as a result of the depreciation of the
ringgit as well as higher cost of inputs, while the
rate of unenployment increased to 3.9 per cent. As a
result, and for the first tine since 1993, the account
of the Federal Government registered an overal

deficit. Thus, very obviously, the macroeconomc
fundanmental s need to be strengthened not only to
facilitate the recovery process but also to sustain the
grow h nonentum and to ensure the successful attainnent
of our national objectives.

11. The second challenge is inproving the | evel of
productivity. An inportant thrust of the Seventh Pl an
was to enhance the contribution of total factor
productivity (TFP) to GDP. However, during the review
peri od, the econony continued to be input-driven with
grow h achieved primarily through high rates of capita
accunul ation. An inportant thrust of the Seventh Pl an
was to enhance the contribution of total factor
productivity. Productivity, neasured in terms of the
contribution of TFP to GDP growth, was |ower in 1996-
1997 at 19.5 per cent conpared with 28.7 per cent
during the Sixth Plan period. This downward trend has
to be reversed and appropriate measures undertaken, if
we want to remain conpetitive and achi eve devel oped
nati on status by 2020. This is critical because in the
m dst of the crisis the global econony is al so
changi ng, with increasing enphasis on greater
efficiency, effectiveness and productivity in order to
sustain growth and devel oprment. This cannot be
understated or ignored.

12. The third challenge is revitalising the private
sector. The performance of the private sector during
1996- 1997 was remarkable but with the contraction of

t he econony in 1998, perfornmance of the private sector
was adversely affected. At the sane tine the crisis



accentuated the vulnerabilities of the corporate sector
i ncl udi ng the banking sector. As the crisis deepened,
the corporate sector adopted a nore cautious and
conservative attitude towards investnment due to

i ncreased risks and uncertainty in the econom c
environnent arising fromexchange rate instability,
rising interest rates, inability to determ ne the
extent and depth of the financial crisis as well as
probl ems affecting the regional econom es. The result
was a fall in private investrment. This is inevitable
but the recovery of private investnent will be an

i mportant determ nant of econom c turnaround.

13. Qur fourth challenge is overconing the constraints
in the productive sectors. Although the econony as a
whol e and the productive sectors in particular, have
under gone structural changes to ensure sustained
growm h, the pace of structural change in certain
sectors needs to be further accelerated. The econom c
downturn shoul d not deter us fromour goal to nove up
to a higher level of industrial devel opment. Despite a
nore difficult period ahead, the country nust push for
hi gher technol ogy, higher skill, know edge-intensive
and hi gh val ue-added activities so as to provide the
neans for higher revenue and weal th generating
opportuniti es.

14. The fifth challenge is ensuring the continued

achi evenent of distributional objectives. W made

sati sfactory progress with respect to poverty redressa
and restructuring of society as a result of the robust
growm h of the econony, particularly during 1996-1997,
and the inplementation of various Government progranmres
and projects for the poor and Bum putera. However,

even though the econom c sl owdown adversely affected
the poor and also restricted the potential for nore
rapi d enpl oyment restructuring, existing progranmes to
benefit the poor and neasures to create a conpetitive
and resilient Bumi putera Comercial and Industria
Conmunity will be continued and further strengthened.
Thus, the Governnent will continue to give top priority
to its distribution objectives based on new weal th
created through well planned economic growth policies.

15. The final challenge is to sustain the quality of
life of Malaysians. In the final analysis, devel opnment
must nean a rise in the standard of |iving and

i mprovenent in the quality of life of the people. The
quality of life rmust inprove with growmh and a steady
increase in income together with the enhancenent in the
quality of education, health, transportation and
conmuni cati ons, enploynment and famly life. However,

t he econoni c sl owdown i npedes t hese processes and
devel opnent, and affect the socio-econonic well being
of the people. Therefore, the challenge is to overcone



such inpedinents so that all Ml aysians will be able to
enter confidently and proudly into the next nillennium

DEVELOPMENT THRUSTS

16. W need to expedite the process of economc
recovery and set in notion a steady and continuous rate
of economic growth. Thus, we need to address those

i ssues and chal l enges | nentioned earlier. W have

al ways had a very pragmatic attitude towards

devel opnent. Were necessary we will nodify plans,

reset priorities and change directions. In this
respect, the Governnent has identified el even major
devel opnent thrusts for the renmaining period of the
Seventh Mal aysi a Pl an.

17. Strengtheni ng macroeconom ¢ fundamentals. In

terns of nmcroeconom ¢ nmanagenent during the remaining
Plan period we will focus our efforts to facilitate
economi ¢ growth, contain inflationary pressures,

i mprove further the external position, elimnate
resource gaps, and sustain prudent fiscal balance. In
respect of inflation managenent, nonetary and fisca
policies will be tailored to prevent the resurgence of
price pressures, while ensuring that growh continues
to be pronpted. Efforts to strengthen the externa
position will focus on increasing exports and reducing
the deficit in the services account by aggressively
pronmoting the subsectors of tourism education and port
servi ces.

18. During the remaining Plan period, the public

sector will take on a stimulative role while continuing
to maintain fiscal prudence together with corporate
governance. W will continue to undertake deficit
budgeti ng at a manageabl e | evel and revert to a surplus
position once the econony strengthens. Public sector
expenditure will be nainly directed to projects which
have a short gestation period, contribute towards

i ncreasi ng exports and reducing inports, generate
demand for domestic goods and services as well as
encour age and support projects which are targeted at
the | owinconme group and poor househol ds.

19. In this respect, the original Plan ceiling for the
Federal Government devel opnent allocation will be

i ncreased by an additional RMR22 billion, fromRM57.5
billion to RM89.5 billion. This allocation will be
distributed to the respective sectors where the

econom ¢ sector will receive 48.2 per cent; socia
sector 30.9 per cent; security 12.8 per cent; and
general administration 8.1 per cent. Overall, the

devel opnent al |l ocati on recomended i s sustainable at



16.3 per cent of GNP in current terns and 17.6 per cent
inreal terms, which is |ower than that under the Sixth
Mal aysia Plan reflecting our conmitnment to further
downsi ze the public sector

20. An integral component of the continued
rationalisation of the public sector is the
privatisation programe which was | aunched in 1983 and
intensified during the 1996-1997 period. Despite the
initial setbacks in terns of acceptance by affected
wor kers and the general public, privatisation has

wi t hout doubt enabl ed Mal aysia to sustain high growth
whi l e enabling the nation to keep up with demands for
infrastructure arising fromthe rapid industrialisation
process and the need to inprove the quality of life of
t he people. Since the inplenentation of the
privatisation programre in 1983, a total of 434
projects had been privatised, of which 68 were
privatised during this review period.

21. Qur nation has gained tremendously fromthe
privatisation programe. Through privatisation, the

Government saved RML29.1 billion in capital expenditure
besi des gai ni ng proceeds fromsal e of assets and equity
amounting to RM21.5 billion. In addition, nore than

105, 000 public sector enployees were transferred to the
private sector. These enpl oyees benefited directly

t hrough i ncreased wages and i ncones. Privatised
entities now hold 29.3 per cent of the KLSE market
capitalisation indicating a significant contribution to
t he enl argenent of the capital nmarket. There are
various other direct and indirect benefits of
privatisation gained by the popul ation through forward
and backward |inkages in the economy. For instance,
since their privatisation, TNB and Tel ekom t oget her
contributed RMA.7 billion in ternms of corporate tax
enabl i ng the Government to finance other devel opnent
projects. Privatisation has al so enhanced Bum putera
partici pation, vendor devel opnent programme, and
technol ogy transfer and R&D. Consumers in general also
benefited fromthe availability of nore efficient and
quality public amenities with mnimal increases in
cost.

22. Increasing supply of know edge and skill ed
manpower. The strategic thrust for human resource
devel opnent will focus on increasing the supply of
skill ed manpower to support restructuring efforts
towards capital -intensive and know edge- based
activities. Enphasis will be placed on increasing
access to quality education and training as well as

i nprovenents in the delivery system In this respect,
continued investrments will be nade to expand the
capacities of the education and training institutes to



neet the changing requirenents of the econony. G eater
private sector participation in education and skil
training will be encouraged. To inprove | abour market
mobility between states, occupations and skills, the

| abour market information infrastructure will be

st rengt hened through the setting up of an electronic

| abour exchange which will ensure optimal utilisation
of labour and effective matching of |abour demand and

supply.

23. Reducing poverty and restructuring society. In

t he social dimension, the Governnent will continue to
eradi cate areas and groups with high incidences of
poverty. To reduce the full inpact of the economnic
downturn on the poor and | owincone groups, the
Government will undertake necessary nmeasures to w den
and strengthen programres ai ned at providing basic
services and anenities to the | owincone and poor
househol ds. As part of the efforts to inprove the
living standard of the hardcore poor, the programe to
provi de new houses or rehabilitate houses will continue
to be inpl enent ed.

24. Wth regard to the restructuring of society,
efforts will be focused on | essening the inmpact of the
econom ¢ downturn on the restructuring objectives.
Necessary adjustments will also be made to vari ous
programes, so as to increase their coverage and

ef fecti veness. This will be done through a nore
rigorous inplenentation of existing progranmes

i ncluding their expansion to areas outside the Klang
Valley. At the sanme tine, the provision of
opportunities and assistance will continue to be given
to the Bumiputera to enable themto acquire tertiary

| evel educational qualifications in line with our
efforts to increase the nunber of Bum putera

prof essi onal s and technical personnel

25. In the face of a w dening income inequality,
special efforts will be taken to create a bigger and
nore prosperous mddl e-inconme group. In line with
this, the enlargenent of Buni putera mi ddl e-incone
groups, through the devel opnent of nore Bum putera
entrepreneurs, professionals and nanagers, will
continue to be enphasised so as to reduce the incone
i mbal ance between Bumi putera and non-Buni putera.

26. Consolidating the financial sector. The financia
sector has undergone gradual restructuring over the
years in response to the changi ng econom ¢ and
financial environment. We will continue our efforts in
strengthening the regul atory and supervisory franmework
of the banking system Bank Negara Ml aysia w ||
further strengthen its capacity to better nonitor and
detect energing risks in the financial system In this



respect, an early warning systemw || be devel oped to

provi de anpl e advance warni ng on the status of

i ndi vidual financial institutions to enable preenptive
nmeasures to be taken so as to avert bank failures and

contain the associated systenic risks.

27. In order to support econom c recovery, banking
institutions will have to play their intermediary role
nore effectively and efficiently. A conprehensive plan
for Islam c banking is al so being drawn up which

i ncludes formulating new strategi es for the next

m |l ennium New guidelines and targets for Islamc
banking will be introduced, including the further

devel opnent of Islamc banking units in existing
banki ng institutions.

28. Measures to further broaden and deepen the

financial markets will continue so as to maintain
nmonetary and financial stability. Anong these measures
will be the devel opnent of the bond market which wll

provi de an additional source of investnent financing,
whi | e reduci ng the concentration of risks in the
banki ng system Efforts will also be taken to
encourage the growth of Islanmic capital markets, in
particular, those in Islamc equities, private debt
securities and fund nmanagenment activities.

29. In this regard, the Governnent has established two
institutions, that is, the National Asset Managemnent
Conpany, Pengurusan Danaharta Nasional Berhad or in
short Danaharta and the special purpose vehicle called
Dananmodal Nasi onal Berhad or Dananpdal intended to
over come banki ng problens due to the deval uati on and
the col |l apse of share prices. As of 20 April 1999,
Danaharta had acquired gross NPLs amobunting to RML2.6
billion as well as nmanage on behal f of Bank Negara
gross NPLs including interest-in-suspense of RML1. 6
billion. Dananpdal had injected a total of RM.4
billion to recapitalise 10 banking institutions in the
form of Exchangeabl e Subordi nated Capital Loans (ESCL).

30. Rehabilitating the corporate sector. A

conpr ehensi ve franmework to address probl ens of
financi al distress anobng corporations has been put in
pl ace, including debt restructuring. In this respect,
the formation of a joint public and private sector
conmittee known as the Corporate Debt Restructuring
Conmittee (CDRC), will provide a framework for

vol untary debt workouts between creditors and debtors
so that they could arrive at schenes of conproni se and
reorgani sati on without resorting to | egal processes.

31. Meanwhil e, corporate governance, based on a set of
mar ket practices, will be inplenented with the
obj ective of realising | ong-term sharehol der val ue



while taking into account the interests of other
stakehol ders. In this regard, the Securities

Conmi ssion, for exanple, will continue its focus on
strengthening the regulatory franmework and nove towards
devel opi ng front-line regul ati on where narket
institutions will self-regulate. KLSE also introduced
nmeasures ainmed at restoring market confidence by
ensuring an orderly and fair market, and inproving
transparency in the stock market. The inpl enentation

of these neasures entail ed strengthening of the rules,
securities |aws and procedures of the KLSE, and the
Central Depository System One of the objectives of

t he neasures was to protect the |ocal stock market from
adverse effects of the trading of Ml aysian shares on a
stock market which is not a recogni sed stock exchange.
Al'l these neasures inplenented are ained at ensuring
systemic stability, restoring market confidence,

i mprovi ng market transparency and corporate governance,
and facilitating the raising of funds.

32. Revitalising the agriculture and rural sectors.

In line with the Third National Agriculture Policy, our
agricultural devel opnent priorities for the remaining
Plan period will continue to focus on revitalising the
sector. This will include strengthening donmestic food
production to reduce the dependence on inports, and
accel erating noderni sati on towards maki ng Mal aysia a
hi gh val ue-added agricultural producer. W wll

promote the use of nodern technol ogy and nanagenent,
encour age | arge-scal e and organi sed agri cul ture through
"estatisation' of food crops. As for support services,
the Government will continue to provide agricultura
credit, training and extension services to focus on
noder ni sation, especially for smallholdings. In this
regard, the Governnent has increased the Fund for Food
allocation to RML billion.

33. As a strategy, the Government will stress on the

i ntensive use of agricultural resources particularly,

I and and | abour, in view of the increasing shortages of
I and and | abour. W will enphasise on strengthening

t he export sector through the promption of greater
private sector involvenment, particularly in |arge-scale
conmercial ventures. In addition, greater focus wll

be directed at pronoting the adoption of nodern

t echnol ogi cal innovations in agriculture such as nodern
mari ne fish-cage rearing and | abour-saving
technol ogi es. To realise these objectives, the

devel opnent allocation for agricultural and rura

devel opnent is RVMB.3 hillion

34. Reviving the growth of the manufacturing sector.
Considering that a strong revival of industrial growth
is a prerequisite for a nore permanent econom c
recovery, manufacturing will be given greater



attention. In order to sustain the |evel of investnent
in the manufacturing sector, the Governnent will

i ntroduce neasures and incentives that would help to
boost investor confidence, further pronote reinvestnment
and encourage export diversification. Geater

i ndustrial expansion and diversification will assune a
hei ght ened role not only to nake up for the negative
GDP growth and | ow domestic capital formation in 1998
but nmore inportantly as a source of new wealth
creation, through new growth industries and advanced

t echnol ogi es.

35. An inportant thrust of the industrialisation
policy will be to accord greater inportance to resource-
based export-oriented industries that display
potentials in terms of enlarging donestic val ue-added
activities and increasing trade bal ance and | i nkages.
Special focus will be given to increasing productivity
and intensifying downstream activities with particul ar
attention given to the production of new and i nproved
products in the resource-based industries. These will
be extensively pronpted so as to be the new sources of
gromh for the sector. At the same tinme, efforts wll
continue to be nade to accelerate the strategic shift
towar ds hi gh technol ogy and know edge- based i ndustries
wi th enphasis on the production of high val ue-added
products with export potential

36. Productivity inproverments will be the key in

i ncreasing the country's international conpetitiveness
to pronote exports. New and existing industries wll

be encouraged to be nore efficient in terns of
upgradi ng their technol ogi es and processes to produce
hi gher-end products, quality parts and conponents as
well as inproving their reliability of supply. In

this regard, industries are encouraged to adopt the

| SOO000 and the Environment Managenent Standards or the
| SO14001 series. The Governnent will continue to

assist the private sector by providing a range of
support services to enable |ocal manufacturers to adapt
to the changi ng needs of the highly conpetitive export
mar ket. The EXI M or the Export-Inport Bank of

Mal aysia, with its RVA billion funding facilities, wll
be the major vehicle in providing trade financing for

t he manufacturing sector

37. Another principal thrust of the industrialisation
programme is the devel opment of a nodern, conpetitive
and technol ogically innovative Small and Medi um

I ndustry (SMs) sector. To further strengthen this
sector, SMs will be encouraged to integrate or nerge
activities to attain econom es of scale, diversify
their market base and penetrate the gl obal market.
Various funds are nmade available for SMs, such as the
RML.5 billion SM Fund and the RW50 nillion SM



Rehabi litation Fund. The Government will facilitate
and expedite the greater involverment of SMs in the
export market through MATRADE and SM DEC

38. Enhancing the devel opnent of the services sector
The Governnment will intensify efforts to achieve the
target of creating a nmodern and outward-oriented
services sector to strengthen and broaden the economi c
base of the nation. This will contribute significantly
towards inproving the services account of the bal ance
of payments. The inpetus to the growth of the services
sector will be air and sea transportation, ports,

i nsurance, finance, tourism education, health and
consul tancy services subsectors.

39. Malaysia will be developed into a regional hub for
transportation. Port Klang will be pronpted as a
transhi pment and | oad centre while the state-of-the-art
KL International Airport as a regional hub airport.

Mal aysia will also strive to be a regional educationa
centre of excellence providing opportunities for our
students as well as reducing expenditure on education
abroad. Wth nore foreign students enrolled in

Mal aysi an institutions, visits by parents will also

i ncrease and contribute to the inflow of tourist
revenue. At the sane tine, we are al so pronoting

heal t h-touri sm through private nedical centres which
are capabl e of providing state-of-the-art facilities
and worl d cl ass specialist services.

40. Malaysia will continue to be pronpted as an
attractive and conpetitive tourist destination in this
regi on. The coordi nated efforts of all the

partici pants of the industry such as hotels, airlines,
and tour operators as well as the Malaysia Tourism
Pronmotion Board are vital to boost tourismin the
country. We will encourage investnents in special-

i nterest products such as eco-tourism sports and
adventure tourism Malaysia will also be pronpted as a
centre for international conferences, conventions and
exhi bitions, as well as sporting events, facilitated by
the Bukit Jalil Sports Complex, golfing facilities and
the Sepang Fornula-1 Circuit. We will inplenent
nmeasures to increase donestic tourism particularly

t hrough i nnovative holiday packages at affordable
prices. To conplenment the efforts of the private
sector, the devel opnent and mmi nt enance of tourism

i nfrastructure such as transport and recreationa
facilities will continue to be supported.

41. Harnessing Informati on Technol ogy. The thrust of

I nformati on Technol ogy will be the cutting-edge of
econom ¢ devel oprment in ternms of inproving efficiency,
productivity and conpetitiveness. Qur efforts to
transformthe country into a know edge and i nfornmation



based econony or nmoving towards the "Third Wave"

econonmy will be pursued. Qur nation is fast becomng a
part of the Information Age where IT and nultinedia
will be the strategic enabling tools for the creation

of a know edge- based society. The thrust of IT will be
to devel op and expand the requisite IT infrastructure
that will contribute to the creation of |T-based
industries as well as instil an |IT-culture anong the
people to be nore receptive to new living and worKki ng
lifestyles emanating froman information-rich society.
42. The Governnent has fornulated NI TA, the Nationa

I nformati on Technol ogy Agenda, to provide a backbone
for the bal anced devel opnent of three strategic

el ements of human resource, infostructure and | T-based
applications. A Strategic Agenda covering five thrust
areas of E-Economny, E-Public Services, E-Learning, E-
Conmuni ty, and E-Sovereignty will be exam ned to
adequately prepare Malaysia to nmeet the demands of a
know edge- based econony.

43. The Multinmedia Super Corridor (MSC), wll

continue to spearhead the devel opnent of IT. In this
regard, | amglad to nention to this Dewan that the
devel opnent of Cyberjaya is proceeding at a rapid pace
and is set to be the first "intelligent city" in

Mal aysia. In line with the devel opnent of MSC, the

i mpl enentati on of the flagship applications of

el ectroni c governnent, multipurpose card, tel enedicine,
smart schools, R&D cluster, worldw de nmanufacturing web
and borderless narketing will provide the catal yst for
the spawning of new IT industries and services.

Efforts will also be taken to encourage the SME or the
smal | - and nediumenterprises to collaborate with
larger firns in expanding the value chain of IT and

nmul tinedia i ndustry. In addition, RGRD in IT in
priority areas will be intensified to further provide
support to the devel opnent of the industry.

44. The rapid growth in tel econmuni cations

networ ki ng, particularly the use of internet throughout
the world, will accelerate the application of e-
conmerce to serve an enlarged market. | amglad to
note that within the next three years, we will have a
strong custoner base for e-comerce when we achi eve one
mllion Internet users. Wth the fast changing I T and
nmul ti nedi a technol ogy, e-commerce will generate a w de
array of innovative business practices in the
producti on and delivery of goods and services. Wile e-
conmer ce creates new opportunities, it also presents
chal | enges to donestic businesses particularly, in the
services sector. In this regard, the Government wil |
formulate a masterplan to ensure an orderly devel opnent
of e-conmer ce.

45. As part of our efforts to develop an IT-literate



wor kf orce, education and training curricula will be
continuously adapted to be in line with the denmands of
the I'T industry. Meanwhile, the Governnment has al so

| aunched a study to provide a framework for natching
the supply and denand of I T workforce in the econony.

46. In developing IT, our efforts will also be

directed at providing a conducive |egal environment to
further accelerate the use of IT and multi medi a.
Towards this end, IT-related |laws and | egislation wll
be reviewed to keep pace with the rapi d advancenents in
IT and mul timedi a technol ogy. To support IT

devel opnent, a sumof RMA billion will be allocated to
mnistries and agencies to invest in IT-rel ated
progranmes and projects.

47. Strengthening sci ence and technol ogy. The role

of science and technol ogy (S&T) is critical for

devel opnent especially in the light of the current
enphasis on the creation of a high technol ogy and

know edge- based econony. The econom ¢ sl owdown has
hei ght ened the need to inprove the competitiveness of
exports and this has necessitated a greater role for
S&T, in particular R&D, which will help revitalise the
i ndustrial and agriculture sectors as well as further
devel op the services sector. W will also prompte and
upgr ade i ndi genous capacity and conpetence in
scientific and technol ogi cal innovations. The
CGovernment has increased the allocation for R&D to
RML.1 billion. In this respect, | would like to draw
the attention of the private sector that their
participation and investment in R&D will becone nore

i mportant as they will have to ensure an adequate
supply of comrercially viable and suitable technol ogi es
to neet the grow ng needs of the econony.

48. Inmproving the quality of life. The Governnent is
faced with an even greater chall enge during the
remai ni ng Plan period to continue focusing devel opnent
on the social dinmension as well as creating a united
and resilient society with strong val ues, greater self-
di scipline and appreciation. In this regard, enphasis
on the provision of social infrastructure facilities in
education and training, housing, health, youth, womren,
fam |y and comunity devel opnment will be stepped up.

49. Access to basic education especially in the rura
areas and the quality of education will be inproved
while tertiary education will be expanded to neet the
growi ng demand. Due to its inportance, the Governnment
has increased the allocation for education and training
to RML6 billion fromthe original allocation of RMLO
billion. The Government has al so increased the

Nat i onal Hi gher Education Fund from RM605 million to
RML.5 billion. This Fund will benefit an additiona



40, 000 students at the tertiary level, especially in
provi ding financial assistance to the |owincone group
and thus, facilitate their accessibility to higher
education in the public and private institutions. In
addition, the Governnent will set up the Skill Training
Loan Fund with an initial allocation of RVM600 million
to inprove the accessibility, especially of the | ow

i ncome group, to training opportunities at all I|evels.

50. The Governnment will give priority to providing
housing for the lowincome famlies and the poor to
enable themto have greater access to affordable and
quality housing. In this regard, the Governnent
together with the support of the State Governnents will
ensure nore | ow cost houses be built for sale or rent.
For the Federal Territory of Kuala Lunpur, the
Government will build a total of 35,000 units of |ow
cost houses, to be launched this year and partially
conpleted in the year 2000. This will be a part of our
strategy to resettle squatters in the Federal Territory
of Kual a Lumpur which totalled 42,000 households in
1998. Under the M d-Term Revi ew of the Seventh Pl an

t he Government has increased the allocation for housing
to RMB.5 billion.

51. The Governnent will continue its efforts to

i mprove further, the health status of the popul ation.
The current battle with the JE and Nipah viruses is a
| esson which we cannot ignore. The CGovernnent can only
do so much, the rest nust be taken care of by al

Mal aysi ans. This is in line with concept of the caring
society. We will continue to expand and i nprove the
provi sion of health services. In this regard, work on
t he construction of 20 new hospitals has started

t hr oughout Peni nsul ar Ml aysi a, Sabah and Sarawak. The
health sector will expand its |IT network and i npl ement
the Total Hospital Information Systemto facilitate an
efficient delivery and adm nistration of health care.
As an example, the new Selayang Hospital, will be the
first | T-based specialist hospital in the public
sector. To ensure w der access to hospital allied

heal th personnel training, the Government will build
allied health sciences training facilities in Sel angor
Kel ant an, Sabah and Sarawak. Overall, we wll be

increasing the allocation for health sector to RV3.4
billion.

52. Other social services provided by |oca

authorities will also be enphasised, particularly to

i nprove urban services, social anenities, cleanliness
and beautification as well as drainage and fl ood
mtigation. Efforts aimed at inmproving the provision

of quality social services to enhance the welfare of
the people will be continued in line with the objective
of creating a caring society. The focus will continue



to be on specific groups such as the | owincone, wonen,
children, elderly and the disabled. The Governnent

will continue to enhance the role, position and
contribution of wonmen to the socio-econom ¢ devel opnent
of the country. More educational and training

opportunities will be provided to encourage and to
enabl e wonen to participate nore effectively in the
| abour market. Allocation for this subsector will be

increased fromRM3.3 billion to RVA.0 billion

53. Anot her challenge in the present econonc
situation is to address environmental and resource

i ssues wi thout conpromn sing econom ¢ productivity and
gromh. W will take action to ensure that the
conditions necessary for achieving sustainabl e

devel opnent are not underm ned nor will such nmeasures
i ncur additional burden. Enphasis will be placed on
appl yi ng an econom ¢ approach in addressing

envi ronnent al i ssues.

54, The CGovernnment will also continue with the agenda
to incul cate positive values and good work ethics,
promote the tenets of corporate governance and
encourage a high regard for civic responsibility at al
| evel s of society. This good val ue systemcan only be
evol ved through constant enphasis on religion
traditions and civics especially through the education
system Intrinsic values of society, such as |loyalty,
good citizenship, respect for the rights of citizen
social justice and tolerance of others, which

constitute the core of effective denocracy will be
conti nuously enhanced. | am confident that such a
system of positive values will expedite the noul di ng of

Bangsa Mal aysi a.
| MPLEMENTATI ON AND COORDI NATI ON MACHI NERY

55. The effective inplenmentation of policies ainmed at
ensuring the sustai ned recovery of the Ml aysi an
econony necessitates efficient planning and

i npl enentation at all levels of Governnent. As such

the Government will strengthen the capacity, efficiency
and effectiveness of the Government agencies to enable
themto effectively nmeet the chall enges and i npl ement
projects according to schedul e and prevent del ays that
will invariably affect the recovery process and the
attai nment of national devel opnent objectives. In this
regard, duplication of work, and wastage will be
reduced whil e procedures streamined and barriers that

i nhi bit expeditious project inplenmentation renoved.

Ef fective inplenentation will be the clarion call for
all Government agencies especially during the remaining
Pl an peri od.

56. The role of the NEAC will continue to be



parampunt as a consultative body to the Cabinet to dea
with the economi c problens and restore the econony. At
the state level, the State Econom c Action Councils
wi Il execute the decisions of the NEAC, provide
feedback on the progress as well as design and

i mpl enent state-specific projects to achieve economc
recovery. Various Cabinet Conmittees have been
strengthened to closely nonitor the inplenmentation of
CGovernment policies and progranmes.

57. Fundanental to effective inplenentation of
policies, programres and projects is the close
cooperation between the different tiers of Governnent
and the different agencies involved. Cooperation wl]l
be facilitated by better and enhanced coordi nation

bet ween the agencies involved as it will elimnate
delays in project inmplenentation. In this context,
channel s of comruni cation will be further strengthened
and information technology fully utilised to ensure

ef fective inplenentati on and coordi nation to realise

t he objectives of national devel opnment as contained in
this M d- Term Revi ew.

58. The private sector, an inportant partner in

devel opnent will continue to spearhead econom c growt h,
in close cooperation with the public sector. This is
inline with the Ml aysia |Incorporated concept.

Towards this end, nore dial ogue sessions will be held
at the nmnistry, departnment, state and district |evels.
Such feedback fromthese dialogues will enable the
public sector to further inprove its operationa
efficiency and in the provision of quality service in
l[ine with the demands of the private sector

CONCLUSI ON

59. As | have said in ny opening remarks, this M d-
Term Review i s made during very trying circunstances.
When | presented the Seventh Plan in this House, the
econom ¢ fundamental s were very strong and vi brant, and
we were confident of maintaining the eight per cent
growm h targeted. However, our intentions to achieve
the targets were marred by external factors, which
adversely affected our financial sector, the growth of
the real econony and the standard of living of the
peopl e. Mal aysi a was, however, able to avoid the
extreme effects of the crisis due to its strong initia
conditions, particularly with respect to nacroeconom ¢
fundanmentals as well as the swift and pragmatic
nmeasures introduced by the CGovernnent to address the
crisis. Since md-1998, policies have focused on
preventing a further contraction of the econony and
reactivating econonic growh mainly by rel axing both



fiscal and nonetary policies. These neasures have been
effective and initial signs of recovery have becone
evident in terms of private consunption and private

i nvestment indicators as well as exports.

60. The prospects for the remaining Plan period will
greatly hinge on the effective inplenentation of the
nmeasures which | have alluded to. The restoration of

i nvestor and public confidence as well as devel opnent
taki ng place in the global econony are also vital
Barring maj or econoni c catastrophe, Insya-Allah, rea
GDP growth is expected to be on a positive uptrend with
one per cent growmh for 1999 followed by a stronger
grom h of five per cent in the year 2000. This
optimstic scenario is based on positive devel opnent
shown in the aggregate demand, expected growth in the
sectoral output, surplus in the balance of payments and
sufficient aggregate savings to neet investnent
requirenents. In addition, the prospects for the world
econony i s expected to be favourable with an average
growm h of 2.3 per cent for the 1999-2000 peri od.

61. The focus of this Md-Term Review is on

expedi ti ng econom c recovery and bringing the econony
back to a sustainable growth path so that the
under pi nni ng obj ectives of bal anced devel opnent and
becom ng a devel oped nati on by 2020 are realised. This
will require, anmong others, strengthening nacroeconom c
fundamental s and the financial sector, restoring public
and investor confidence, pronoting potential sectors of
t he econony includi ng nmanufacturing, agriculture and

t he services sectors, and pursuing soci o-economnic

obj ectives, as well as reducing the incidence of
poverty and inproving the quality of life of

Mal aysi ans. All these neasures to achieve the nation's
aspirations can only be realised if each and every one
of us give his or her best to the role that each nust
play. This is also a golden opportunity for us to

prove to the world, particularly to our detractors and
sceptics, that we as a united group of people can do
it, inthe spirit of 'Malaysia Boleh'.

62. The current world situation and our ability to
cope with new chal |l enges give us grounds to be
optimstic regarding the econom ¢ prospects of

Mal aysi a. Looki ng ahead to future prospects, | see the
road towards econonic recovery very clearly, taking
into account all factors. The decisive non-
conventional policies instituted have shown good result
but need tinme to deliver the full results. The country
will, | amsure once again, experience healthy growth
with low inflation and the people will enjoy a steadily
improving quality of life, Insya-Allah.

63. W& pray to Allah Subhanahu wa Ta'ala to al ways



give us the strength and resolve to face and overcone
problems, to strive for econom c recovery and greater
prosperity and to sustain our national dignity. |
believe, with Allah's Blessings, we will be back on the
fast track of building a Bangsa Mal aysia that is

uni ted, progressive, prosperous and self-reliant, and
respected by all

64. | beg to move.
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