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What the government should include in the economic recovery plan

KUALA LUMPUR (June 4): The government’s short-term economic recovery plan, which is
expected to be announced tomorrow, will be holding the attention of the business fraternity, amid
hope there would be more incentives and measures to help free them from the struggle for
survival. As it is, many economic sectors have been reopened following the relaxation of the
movement control order (MCO) from May 4.

However in terms of domestic consumption, the momentum has been slow, opined Socio-
Economic Research Centre (SERC) executive director Lee Heng Guie. He noted that the public
at large continue to remain cautious with spending, against the backdrop of the ongoing Covid-
19 pandemic and rising unemployment. As such, he said, businesses should be aided in their
operating costs.

“Cash flow problems will remain for many businesses, so what will the government do to ease
this? It must address short- and long-term needs for business operations,” Lee
told theedgemarkets.com.

Bank Islam Malaysia Bhd chief economist Dr Mohd Afzanizam Abdul Rashid concurs that what
matters now is how the government will resuscitate domestic demand.

“In this respect, infrastructure project implementation is very critical. This would result in more
activities in the construction sector, which saw a big decline of 7.9% year-on-year during 1Q2020.

“Further announcement on contract awards on key infrastructure projects should improve
sentiments on the sector, which then can have positive (spillover) impact [on] other industries
such as building materials, machinery and equipment as well as professional services,” Mohd
Afzanizam told theedgemarkets.com.

In essence, what is more important is how the government will facilitate the domestic economy to
embrace the new normal, especially as more and more employees work from home.

“In that sense, demand for data would rise tremendously as more meetings and office work are
being held via virtual platforms. Therefore, investment in telecommunication infrastructure is
critical to ensure work from home can be fully adopted seamlessly.

“Along this line too, the incoming office space has to be managed as more employers have
become more open to work from home. If not managed properly, the supply glut in office space
could depress office rental rates. Perhaps, new permits for future office construction need to be
reviewed,” he added.
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On that note, the government should also address job placements and skill training, especially
those from the low income bracket, said SERC’s Lee.

“Government should give training support especially for first-time job seekers in this tough job
market. It should also continue to support small and medium enterprises in adapting to the new
norm and to become more digitally savvy to support their business,” he said.

Meanwhile, there should also be a plan for worst-hit sectors, such as airlines, said Lau Zheng
Zhou, a research manager at the Institute for Democracy and Economic Affairs (IDEAS).

He said Malaysia is already joining other countries such as Australia and Singapore to discuss a
gradual opening up of international flights, starting with a "green lane" arrangement for transit
passengers without isolation requirement upon arrival.

“Covid-19 has also compelled multinationals to reduce dependence on China's supply chain
ecosystem. This will present opportunities for countries such as Malaysia to attract foreign direct
investments and create spillovers in terms of employment and value chain upgrading.

“So, itis quite important for the government to signal its long-term plan beyond the recovery phase
to boost investor confidence and certainty,” he told theedgemarkets.com.

UOB Malaysia senior economist Julia Goh is expecting some recovery measures for the property
sector given it has also been one of hardest hit sectors.

She said the government can consider reducing the Real Property Gains Tax rates back to levels
adopted in earlier years before 2014 (which was below 30% then).

“Also introduce similar measures [as those] in 2009 to allow interest paid on housing loans to be
deducted from income tax paid over three-year period. Additionally, review the loan-to-value for
the third property onwards,” she added.

IDEAS’s Lau said the Covid-19 pandemic has increased the urgency for governments to hard-
wire climate change and sustainability measures into economic planning as a climate-related
crisis will also create similar disruptions to food security and supply chain.

“Given the availability of idle resources and capital, it could be timely for the government to
consider increasing long-term public investment into areas such as green energy infrastructure
and sustainable cities, while ramping up digital infrastructure spending in the rural areas,” Lau
said.

Bank Islam’s Mohd Afzanizam said the government should pay attention to the agrofood sector
to ensure the country has reasonable level of Self Sufficiency Level (SSL).

For instance, he said, SSL for rice, meat and chilli stands at 70%, 22% and 38% respectively. So
Malaysia should bump up the SSL so that the country would become less reliant on import
sources, he explained.

“Given this, there would be more activities in the agricultural sector and along the way, there
would be more jobs created in the rural area. With the help of technology, modern farming can be
adopted to improve agricultural product yields and productivity,” he said.
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