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1998 BUDCET -- THE PARTY IS OVER

By: Azman U ang

KUALA LUVMPUR, Cct 12 (Bernamm) -- For the last six years, Datuk Seri
Anwar | brahi m has been the envy of nobst finance ministers, riding as he did
on the crest of Malaysia's continuous 8 per cent econom c growh

Except for sonme "difficult" words he likes to introduce to spice his
annual budget speech, Anwar's budget is always plain sailing, a
strai ght-forward bal ancing act and offers little surprises.

He is normally generous, dishing out the goodies like cutting slightly
corporate and incone taxes, giving nore noney for projects to benefit the
poor and the | owinconme group.

And for the 850,000 civil servants, a nonth's bonus was given for the
| ast two years.

But when he unveils his seventh budget on Friday, he cannot afford to
repeat this, lock, stock and barrel

In fact, the nessage that he will ring out this time around will have
to be this -- the party is over.

In Hong Kong for the Wirld Bank and | nternational Mnetary Fund neeting
last nonth, he promsed to "put our house in order", a thene he repeated
over the past week in various speeches.

The rate at which the wheels of fortunes of Ml aysia's "tiger" econony
have been spinning in the |ast three nonths has i ndeed been awesone and
al rost totally unexpect ed.

The gerns of the devaluation of the Thai currency in July have spread
so quickly to Malaysia and other countries in the region, giving them no
chance to go for cover against the onslaught of specul ative attacks by
currency specul ators that foll owed.

The attacks sent the value of the ringgit falling by over 20 per cent
against the US dollar and the stock market was even worse off.

Here and there, the authorities tried to contend with the contagion
effects of the Thai crisis as everyone watched al nost hel plessly the
currency and stock market turnoil.

Mal aysi a and Mal aysi ans are now poorer by at |east 20 per cent and the
country's rate of progress has been set back by 10 years, according to
Prime Mnister Datuk Seri Dr Mahathir Mhamad.

Agai nst this backdrop, Anwar's budget on Friday is expected to be
equi pped with a host of neasures to strengthen the econony and restore
confidence in the marketplace, said econonmic analysts.

" The budget is the singlenpst inportant thing and nost tinely weapon
the governnment has at its disposal to address the problens in the light of
the currency crisis," said an anal yst.

A two per cent or about RMB4 million across-the-board cut in government
operating budget has been announced but over and above this, further
belt-tightening noves to trimthe fat are also in the offing, he said.

But these are not neant to nmake life difficult for governnent
mnistries and departnments as the engines of public sector devel opnent.
Rat her, they have got to get used to spending |ess w thout sacrificing
ef ficiency and productivity.

Al so, the nessage has gone out to Ml ayusians to exercise financia
di sci pline.

The recent 2 per cent cut in government spendings nust have cone as
quite a cultural shock, judging by the many appeals received by the
Treasury from ministries and departnents that they be allowed to proceed



with things |ike holding senminars in posh hotels.

Anwar said earlier this week that such appeals would not be
entertai ned. For exanple, a departnent wanting to organise a senmnar is not
allowed to hold it in a five-star hotel anynore but instead a
gover nment - owned conference hall would do.

Mal aysia's civil servants, especially those in the higher echelons are
a panpered |lot even by the Anerican, British or Singapore standards,
especially when it cones to the supply of official cars.

A few hundred senior civil servants get to be chauffeur-driven in the
| atest Mercedes Benz nodels, a privilege not even enjoyed by senior
Si ngapore Cabinet Mnisters, or even the Prime Mnister of India.

So the governnent has decided to provide only Proton Perdana to them a
fair bargain in these tinmes of econonm c woes.

Dr Mahathir, who nobre often than not is driven around in a Proton
Perdana, said yesterday that going Proton should be the practice not only
because of the austerity drive but even after the economny recovers.

Anot her anal yst said Anwar is al so expected to conme out with a
wi de-rangi ng package to curb inports, especially of luxury itens and |ess
necessary goods, as well as to encourage the inmports of goods from
countries whose currencies did not appreciate as nuch as the US dollar or
British pound sterling against the ringgit.

This is to check the current account deficit, which anpbunted to RML3
billion |ast year or 5.5 per cent of the gross national product (GN\NP), one
of the potential problem spots in an econony that otherw se boasts of
strong fundarental s.

If times are hard in the public sector, things are equally so in the
corporate world, what with the market capitalisation of conpanies listed on
t he Kual a Lumpur Stock Exchange wi ped out to the tune of at |east RVbOO
billion this year alone

"The days of the corporations paying one year's or even 18 nonths’
bonus to their enployees are over,.." said an anal yst.

It's not known yet whether there are conpani es going bust during the
stock market upheaval but many are believed to be facing difficulties.

The chief executive officer of a publicly listed conpany said he
expects the 1998 Budget to be "reasonably tough" in order to address the
econoni ¢ problens, but added that it should not be "unduly tough".

" It should not be unduly tough because we have also to think about our
growh rates,” he said.

He said although there is a surplus in ternms of governnent income over
expenditure, this surplus has to be seen to be nore solid.

Al t hough the freeze or postponenent of several nega projects already
announced will help, the analyst feared that this mght lead to capacity
constraints in sone infrastructure facilities.

The focus should also be on putting a Iid to consunption patterns in
the country, which he said have been excessive. For exanple, consumers nust
brace for the tough tines ahead by being even nore price conscious, and
curbi ng conpul sive buying at supermarkets and departmental stores

" For us in the private sector which has seen a phenonental boomin the
| ast decade, we may have reached a very critical watershed,"” the CEO said.

But he said things have started to look up in the |last few days,
especially with the ringgit showing signs of clinbing back on inproved
senti nment.

The ringgit, which reached its historical low of 3.41 to the dollar in
early Cctober, recovered to 3.03 on Friday.

In the last four days of this week alone, the ringgit has recovered by
about 50 per cent conpared with early COctober.

"This is a fantastic recovery. So Dr Mahathir is right when he says



that we should not despair and panic. The recovery may well be on track,"
he said.

A chief forex dealer with a | eading bank said the ringgit can be
expected to clinb back strongly in the first quarter of next year.

"I expect it to reach the 2.7 level by then", the dealer said. At the
begi nning of the year, the ringgit was at 2.52, its "traditional" |evel.

Dr Mahathir said yesterday a strategy is being worked out to lift the
country out of its present econonic problens but he cannot reveal it yet.

But cone Friday, a major part of this strategy will have been put in
pl ace. -- BERNAMA
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