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A beni gn Budget for nost of us

Shai k Csnman Maj i d

THE 1999 Budget, |ike any Budget, is akin to a mrror. It presents
different images to different behol ders. For npbst Mal aysians, it is a
beni gn Budget. For businessnmen, the Budget is expansionary. For the
econony, it is stinulative.

First, let us analyse how next year's Budget affects the people. It wll
pi nch the pockets of snokers and consuners of al cohol

A pack of 20 cigarettes may cost at |east 25 sen nore. This works out to
at |l east RW/.50 a nonth for a-pack-a-day snokers. Not an insignificant
anmount if the total nonthly expenditure is worked out: RML24.50! It wll
surely hurt the | ower inconme group

How soon the new price woul d be i nposed depends on how qui ckly the
manuf acturers crunch the nunbers effected by the increased excise duty on
t obacco.

G ven the business instinct of these purveyors, snmokers will pay nore
for their addiction sooner than |ater.

Habi tual beer and liquor drinkers will be taxed nore. They nay have to
pay as much as 80 sen nore for a can of beer. A 720m bottle of prem um
whi sky woul d probably cost RML5 nore.

Snokers and drinkers might be aggrieved by these increases. Casua
snokers and social drinkers mght restrict their consunption. O hers who
can afford woul d continue their habits, regardl ess of the increases.

But all should realise why the Governnent had to inpose higher inport
and exci se duties on tobacco and all types of alcohol. A conparative
anal ysis of the Federal CGovernent's Budgets of 1999 and 1998 points to the
reasons.

The 1998 Budget envi saged a revenue of RMB4.12 billion. O this anount,
92.4 per cent was to be collected for inconme tax, non-tax revenue and
ot her taxes, other indirect taxes and inport duties.

This forecast was based on the assunption that the econony woul d
regi ster a seven per cent gross domestic product grow h.

We all now know t hat the econony contracted this year. The estimate now
according to the 1998/ 1999 Econom c Report is a GDP contraction of 4.8 per
cent for 1998. Gven this basic data, it is manifest the Governnent did
not collect the RVMb9.24 in revenues it had estimated. This is fact one.

Fact two: The Governnent has to stinulate the econony. It has conmtted
itself to shoulder the yoke and to spend nmore on infrastructure. This
means it has to raise funds, vast funds. And where can the Government
touch to increase its already shrinking revenue?

I ncreasing i ncone tax? This surely is a no-no, given the contracted
econony with its attendant corporate | osses and thinner pay-packets of
t axpayers.

This reality has perforced the Governnent to review its projections of
future i ncone tax revenue. The 1998 Budget forecast a revenue of RM28. 21
billion in incone tax. That entire amount did not materialise for the
Governnent. So the 1999 Budget |owered its prognosis. The forecast revenue
is RML7.96 billion

This is perhaps the reason why the Budget has proposed a wai ver on taxes
on incone earned in 1999. A cursory appraisal of this budgetory proposa
m ght be confoundi ng. But anal ysis would showits sinplicity in
rationalising the year of tax base assessment.

Most Mal aysi ans pay tax of the inconme of the preceding year. That is, we



pay the tax in 1998 on the incone earned in 1997. The 1995 Budget decreed
that fresh entrants to the enpl oynent narket who were netted by incone tax
regulations in that fiscal year paid their tax as they worked.

But that edict left out mllions of other taxpayers who have conti nued
to pay taxes on the inconmes of the preceding year. So is it also with
corporations.

Now t he Government desires all Ml aysians and corporations to pay their
taxes as they work and operate in each given year. To bring about this
al i gnment of the taxation year fromthe the preceeding year to the
current, an adjustnent has to nade.

This is actually a good nmove. W pay taxes as we earn. The benefit wll
be easily seen when we retire. In that year of retirenent we will not be
burdened by taxes of two or nore years.

So in 1999, all of us will have to pay taxes on our 1998 incone. W
woul d not have to pay anything on the income earned in 1999. In the year
2000, we woul d have to pay taxes on our income as we work and earn

The Government does not |lose out in revenues. It will collect incone tax
revenues in 1999 as well as in the year 2000.

W have digressed. And so we revert to our nmain question: How will the
Governnent rai se the excess revenues to replenish its already depleted
Budget ?

It cannot raise export duties. For the Ml aysian Governnment is commtted
to the Asean Free Trade Area which calls for the reduction of all duties
within the region to zero by the year 2003. |Indeed, it has reduced export
duties from 1.5 per cent in the 1998 Budget revenues to one per cent in
t he 1999 Budget.

The Governnent has a problemin balancing its Budget. Gven its

comm tnent to revive the econony, it has to spend RML7.55 billion in
devel oprment expendi ture.
It envisages a revenue of RMB5.09 billion. But it cannot raise the

anount in revenues. It has to borrow a | ot of nobney to bal ance its Budget.
The amount, according the 1998/ 99 Econom ¢ Report, is RML6.13 billion.

G ven these reasons, the Governnent was perforced to | evy nore taxes on
goods, considered not healthy. Wich should explain the reasons why excise
duties on cigarettes and inport and excise duties on |iquor were
i ncreased.

But not all Mual aysians are cigarette or al cohol addicts. Many woul d be
gratified by the announcenent that dividends and bonuses decl ared by unit
trusts woul d not be taxed. About four mllion investors in the Amanah
Saham Bumi putera and nore than a mllion of Amanah Saham Nasi onal unit
trust schenmes woul d appreciate this budgetary proposal .

And about 800, 000 public servants would laud Prine Mnister and First
Fi nance M ni ster Datuk Seri Dr Mahatir Mhamad' s decl aration that one
Saturday in each nonth be a holiday. They may have to work extra hours in
t he weekdays.

But the objective is to release themfromwork in the weekend once a
nmont h. The hope is these public servants would avail thenselves of newy
decl ared nonthly holiday to travel within the country. That would
hopeful | y boost donestic tourism It would al so generate revenue. Mich
needed revenue for the econony.

So far we have | ooked at effects of the Budget on Ml aysi ans. Now | et us
anal yse t he econonic forecasts.

The 1998/ 99 Econom ¢ Report has many indicators. It says that the
econony woul d contract by 4.8 per cent this year. It also says that the
econony woul d revive by a GDP growt h of one per cent next year.

These statistics have no significance to nost Ml aysi ans. Many are
apprehensive. They are worried about their jobs, about their wages and



about their bonuses. They are al so worried about the purchasi ng power of
the ringgit.

If official statistics are indicators, Ml aysian workers should not be
unduly worried. The number of retrenched workers, until Oct 10, was about
69, 000. And we are told that nost, if not all, Ml aysians have found ot her
j obs.

But retrenchnent will not go away fromthe Ml aysi an economic picture
For one, even the nost profitable conmpany in the country, Petronas Bhd, is
on course to lay off nore than 1,000 enpl oyees. The reason is sinple.
Petronas rel ocated to the high-tech Twin Towers which does not require a
| arge battalion of security guards. And so the conpany has to rel ease
t hese enpl oyees.

If a conmpany that recorded a profit of RVMD.95 billion for the year ended
March 31, 1998, plans to reduce its workforce by a 1,000, what of others?
This is chilling news to Mal aysi an workers. Who is next?

The 1998/ 99 Econonic Report avers that the country would record a one
per cent GDP grow h.

However, as Dr Mahathir, explained, this is conditional.

Qur econony would not nove if the regional econom es do not. No econony
is insular; every econony is dependent on tradi ng partners. Each prospers
when its tradi ng partner prospers.

G ven these prospects of the growh of the econony, Ml aysians shoul d be
conforted by a singular forecast. Qur ringgit will still have the sane
purchasi ng power in the | ocal market as in the past in the comng year.
The forecast of inflationis 3.5 per cent.

Clearly then, the 1999 Budget is a beni gn Budget for npbst of us.

( END)
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