24 OCT 1998
BUDGET- ANALYSI S
FAI TH & CONFI DENCE, PRAGVATI C | NGREDI ENTS TOMRDS REKI NDLI NG ECONOWY

By: Yong Soo Heong

KUALA LUMPUR, Cct 24 (Bernama) -- The governnent's nove to rekindle the
econony enfeebl ed by the regional economc crisis through the introduction
of anot her package of econom c stinmulus neasures in the 1999 Budget has
been described by nost as pragmatic and realistic in these chall engi ng
tinmes.

Wth the promul gati on of various tax incentives and econom c measures,

t he governnment fervently hopes to set the various economc sectors in train
towar ds a speedy economi c recovery.

The nmeasures appear to have gat hered quick support and approval . For
i nstance, the Ml aysian International Chanber of Commerce and I ndustry
(MCC), the unbrella trade body of foreign investors in the country, said
the positive signals that the econony is on the road to recovery are indeed
nost assuring to the business community as well as to the public at I|arge.

In comenting on the various neasures being inplenmented, it said they
al so point to the return of business and confidence as the neasures
reinforced the recommendations spelt out in the National Econom c Recovery
Plan (NERP) in July.

Thi s endorsenment of support by a key trade association, whose nmenbers
conpri se sonme of the biggest multinationals in the world, is what the
authorities are hoping to bank on

Faith and confidence are what the people should have on the
government's efforts to revitalise the econony, said Prine M nister Datuk
Seri Dr Mahat hir Mhanad.

Their continued support is an inportant ingredient for economc
recovery, he said in the preface of the Treasury's 1998/ 99 Econom ¢ Report.

"Wth your continued strong support, we can together |look to the future
wi th confidence,” Dr Mahathir, who is also the country's first finance
m ni ster, said.

G ven the negative 4.8 percent economic growh forecast for this year
t he governnment has adopted an expansionary stance by initiating a deficit
budget for next year. This is expected to bring about a nodest 1.0 percent
gross domestic product growh in 1999.

Dr Mahathir, in tabling the 1999 Budget on Friday, indicated that its
strategy is ained at reviving the national econony.

The strategy is also designed to insulate the econony fromthe
contagion effects of the regional financial crisis to stabilise the
financial market and the value of the ringgit.

The neasures are also put in place to strengthen the resilience and
conpetitiveness of the national econony, restructure the financial sector
i nprove governance in the private and public sectors, and further
strengt hen the bal ance of paynents.

It is apparent that the governnment is bent on reviving the private
sector which has been battered by the regional economic crisis. This point
was driven hone by Dr Mahathir at a press conference | ater when he said the
measures are neant to facilitate the recovery of the private sector

"W are supporting businesses in every way. W want themto make profit
and we want them not to be burdened by taxes, non-performng | oans and the
i ke," he said.

The fact that the governnent has decided to forego incone tax for 1999
denonstrated its boldness in ternms of reviving the econony.

Doi ng away with the stanp duties and the real property gains tax



pertaining to nergers is another step towards encouraging |local firnms to
consolidate into bigger entities to face future chall enges.

Anal ysts said having a year of exenpted taxable incone woul d encourage
i ndi vidual s and conpanies to try and make as much noney during that tine
and that in turn woul d boost the econony.

If the econony picks up, the government will collect noney in the year
2000 and thus revenue to the governnent would not be affected, they said.

Anal ysts al so descri bed the soon-to-be-introduced sel f-assessnment tax
system as appropriate to a dynam c econony whose popul ation is becom ng
i ncreasingly tax-conscious.

A sum of RMB5.095 billion is to be appropriated for in the 1999 Budget.
This represents a reduction of 9.3 percent conpared with 1998's all ocation

A sum of RWMA7.042 billion has been allocated for Operating Expenditure
and RML8. 053 billion for Devel opment Expenditure.

Wth revenue estimated at RMA7.160 billion, the governnment's overal
account is expected to register a deficit of RML6.635 billion

Qut of the anount proposed for Qperating Expenditure, RW4.572 billion
is allocated for Gants and Fi xed Paynments such as debt service charges,
pensions and gratuity paynments, and contributions to statutory funds.

An anount of RML3.971 billion is for Enolunents, RM5.189 billion for
Services and Supplies, RVW60 mllion is provided under Assets for the
purchase of office equipnment and facilities, and RML.850 billion for other
expendi tures including tax refunds.

From t he Devel opment Expenditure, a sumof RWMZ.890 billion or 43.7
percent is for the econom c sector. -- BERNAVA
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