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Report: Crucial to uplift lagging states
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Kedah, Perlis, Kelantan, Sabah and Sarawak affected
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:EITI_II\LING JAYA: The effects of the Covid-19
handemic have been devastating 1o Kedah
Perlis, Kelantan, Sabah, and Sarawak, ace ‘rtl'
mlil_lu al\v‘(-'iur]d Bank report, RS
wnntitled  Malaysia Economic Mo
I_Cﬂk:hing Up: Inclusive Recovery and Grﬂ&ﬂ:
h‘;rviﬂlﬁfl‘g‘f:‘ﬂ{l'ﬁ". the report said the states
st average g
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A greater emphasis is needed to uplift
:ﬁé“i;g&&:nf IFE dlnd their more chcIlzll;eJ
i ustrialised peers, a
report. peers, according to the

It said fiscal policies must strike a balance

etween increasing revenues, spending effi-
cienty, and ensuring sufficient social protec-
tion for lower-income Eroups to encourage
comprehensive growth.

Minister in  the Prime Minister's
Department (Economy) Datuk Seri Mustapa
Mohamed said the government would con-
tinue to Il:trmmie support to vulnerable seg-
ments of the population, while addressing
structural challenges pertaining to energy
and food security. ;

“The recent rise in food and energy prices,
following the conflict between Russia and
Ukraine, has contributed to price pressures
and rising cost of living,” said Mustapa during
the launch of the report.

There are huge disparities in Malaysia not
only in terms of wealth and income, but also
education and access to infrastructure,
according to Mustapa.

“As a country, we are to get serious in
addressing inequality and unbalanced devel-
opment.

“Ideally, we want all parts of Malaysia to be
equally developed. Every state in the federa-
tion should be as wealthy as the Klang Valley.
The reality is that we have a long way to go,"
he said.

Based on the report, he said, households in
Sabah and Sarawak as well as the northern
and eastern regions of the peninsula were
found to experience slower progress in
regaining employment and income compared
with those in other regions.

“In 2020, the gross domestic product per
capita gap between the central region of the
country namely, the Klang Valley, Negri
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a long way to go.”
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sembilan and Melaka compared with Sabah
and Sarawak were 2.7% and 1.3% respective-

ly.

“In the 12th Malaysia Plan, we have made it
our aim to reduce the gap to 2.5% for Sabah
and 1.2% for Sarawak. This is a modest goal
which I believe we can achieve,” he said.

He said the highest increases in pnvenz
were recorded in Sabah, Kelantan, Sarawa
and Kedah,

“We have been rying our best to mitigate
this. Indeed, the issue of poverty eradication
remains high, if not one of the main priorities,
on the government’s agenda.

“The Economic Planning Unit and the
Implementation and Coordination Unit are
spearheading  Pembasmian  Kemiskinan
Tegar Keluarga Malaysia - a programme
which employs an innovative approach in
addressing poverty,” he said.

The programme hinges on local solutions
tailored to the unique strengths of particular
communities, The first phase will cover 80
localities and prioritise the states which have
the highest poverty rates,

The economy, according to the report, was
projected to expand 5.5% in 2022, driven by a
strong rebound in consumption.

“Fiscal consolidation to support inclusive
recovery across the country should remain a
priority but needs to be implemented gradu-
ally,” it said.

In the short term, it said, fiscal policy
should be focused on maintaining financial
support for the poor and vulnerable and
establishing a more inclusive social protec-
tion framework with better targeting.
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“The governmgnt’s various cash assls-
tance programmes throughout the pandem- |
fc have provided important support to
households.

“However, the World Bank's high-frequen-
cy phone survey revealed the cash assistance
programmes did not reach nearly a quarter
of those earning RM2,000 or less.

“While higher fiscal spending in response
to the pandemic has helped support the econ-
omy, it has also led to further narrowing of
the fiscal space,” it said.

Efforts to rebuild fiscal buffers through
increased revenue collection and enhanced
spending efficiency should remain a key poli-
cy priority, according to the report.

However, because the economic recovery
is still in its early stage, medium-term fiscal
consolidation has to be tackled gradually.

The report’s special topic highlighted chal-
lenges constraining economic development
in Kedah, Perlis, Kelantan, Sabah, and
Sarawak.

It found that some barriers to growth in the
states could be addressed through deeper
federal-state collaboration under an explicit
Policy framework to address specific chal-
enges of lagging states.

“With the right governmental support sys-
tems and prudent fiscal steps, Malaysia’s
economy can expand beyond a return to
pre-pandemic levels, towards achieving sig-
nificant long-term development goals.

“Malaysia's ongoing efforts to [ree up fiscal
space would allow the government to chan-
nel more federal resources to localities and
households in such areas,” it said.

UNIT PERANCANG EKONOMI, JABATAN PERDANA MENTERI




	Report: Crucial to uplift lagging states

