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MAHATHI R PRESENTS ECONOM C REVI VAL BUDGET

KUALA LUMPUR, Cct 23 (Bernama) -- Faced with the first recession in
over 10 years, Ml aysia today unveiled a | eaner budget for 1999 but with
new nmeasures to revive the econony and insulate it fromthe regiona
financial crisis.

Prime Mnister Datuk Seri Dr Mahathir Mhamad, presenting his first
budget, said the econony would be revitalised through generating grow h,
reviving business activities and inproving the efficiency of the public
sector and cooperation with the private sector

Next year's budget will see a huge RML6.635 billion deficit, also the
first deficit in nore than a decade, on the back of 14.3 per cent drop in
Federal governnment revenue to RWMM7.160 billion, the | owest earnings in five
years.

The 1999 Budget totals RVB5.095 billion, down 9.3 per cent fromthis
year.

O of this, RMA7.042 billion is for operating expenditure and RMVL8. 053
billion for devel opment.

Snoki ng, drinking and ganbling will cost nore fromtoday as Dr Mahathir
rai sed duties on cigarettes and ot her tobacco products and all types of
al cohol i ¢ beverages, gam ng tax and casi no duty.

He said this was necessary as a continuous effort to pronote healthy
lifestyle and reduce the social ills due to consunm ng al cohol and snoking
and to reduce ganbling.

Dr Mahathir also came up with a newintiative to boost donestic tourism
by declaring a holiday for one Saturday a nmonth for the public sector
starting in January.

"The private sector is also encouraged to take a smiliar step,” said
the prime mnister who added that the working hours for the particular
Sat urday woul d have to be replaced by increasing the working hours of the
ot her wor ki ng days.

Unli ke the 1997 and 1998 Budgets whi ch gave a generous one-nonth bonus
to civil servants, as expected there was none this tine around.

And he thanked trade unions for their understandi ng of the economnic
difficulties the country was facing by not demandi ng a rai se.

"The government deeply appreciates the attitude of trade unions that
have understood the crisis situation confronting the nation and are
prepared to cooperate with the government to overcone obstacles in efforts
taken to restore the econony.

"Unlike in other countries, workers in Mal aysia and their organi sations
do not purposely nake excessive demands at this tinme even though they face
hardships in their daily lives. Allow ne to say Thank You to them" he
sai d.

Dr Mahathir took nearly two hours to read his Budget speech as dozens
of anti-riot policenmen took position outside in anticipation of a march to
Parl i ament House by supporters of former Deputy Prinme M nister Datuk Seri
Anwar |brahimafter Friday prayers at the National Msque. The march did
not take pl ace.

He al so announced neasures to noderni se and streamnine the tax
adm ni stration system Currently, incone tax is assessed on the incone
earned in the preceding year and is assessed by the Inland Revenue Board
according to the O ficial Assessnment System

Under the noderni sed tax administration system the assessnent of



i ncome tax on the inconme received in the preceding year be changed to that
of the current beginning fromthe year 2000 and i ncome received in 1999 be
wai ved from incone tax.

Al so | osses by conpanies incurred in 1999 will be allowed to be carried
forward and the present assessnent system based on O ficial Assessnent
Systemwi || be changed to the Sel f-Assessnent Systemin stages.

For conpanies, the year of inplenmentation will be fromthe year 2001
busi nesses, partnershi ps and cooperatives from 2003 and sal aried group from
2004.

He said the change was ained at increasing the efficiency and
responsi veness in the collection of income tax to ensure that the
government's cash flow reflected the current perfornmance of the econony.

Dr Mahathir al so made | ocally-made air-conditioners, refrigerators and
tel evision sets cheaper fromtoday by abolishing the excise duty.

The prime mnister struck a note of cautious optim sm about the
econony, saying Ml aysia, which had seen over 8 per cent growh for eight

straight years until |ast year, was expected to recover by the end of this
year.
But this forecast was still fraught with risks that could lead to

renewed volatility in regional and global financial nmarkets which would hit
external demands for exports.

He listed out six such risks.

+ The financial crisis has spread to the whole world and Mal aysia's
tradi ng partners can no |longer afford to buy the country's products.

+ Countries experiencing economic problens will increase trade barriers
to protect their products.

+ If this crisis continues to spread, nore and nore devel opi ng
countries will require |l oans to overcone the crisis. This means Ml aysi a
will be forced to conpete for external |oans at reasonabl e costs.

+ The possibility of the United States experiencing a financial
mel tdown. This will nmake America a weak narket.

+ Japanese consuners are still not confident that their econony will
recover and this has weakened demand in Japan, one of Ml aysia's |argest
mar ket s.

+ Hong Kong and China are al so experiencing intense pressure. The Hong
Kong dol | ar has cone under severe attack fromcurrency traders. In efforts
to defend the dollar, the econony has been adversely affected and weakened.
Chi na al so faces problens of competitiveness because of a strong Yuan

On Malaysia's nove to insulate the econony fromexternal uncertainties
i ntroduced | ast month -- through pegging the ringgit at RVB.80 to the
dol lar and making the ringgit incovertible overseas
-- Dr Mahathir said these controls would be w thdrawn once
conditions in the international financial nmarkets were nornalised with
financial sector reforns.

"There is no reason why the international community should be concerned
and question Malaysia's actions. In fact, Malaysia remains committed to the
mar ket nechani sm and the process of orderly liberalisation," he said.

Dr Mahathir also acted by giving tax incentives to put into productive
use expensive facilities built especially for last nmonth's Commonweal t h
Ganmes such as the National Sports Conplex in Bukit Jalil as well as the
wor | d-cl ass Phil harnmoni c Hall owned by Petronas, the national oil conpany.

He said these facilities, the National Theatre and the National Art
Gl lery had been built at a cost of RML.66 billion.

Conpani es operating in Free Industrial Zones or Licenced Manufacturing
War ehouses will be exenpted frominport duty on goods sold during approved
sales carnivals held in the Bukit Jalil National Sports Conpl ex.

The prime mnister al so coomented on anti-governnent protests that took



place in the nation's capital follow ng the sacking of his forner deputy
[ ast nont h.

"It is very unfortunate that justice is being sought by way of
nmob-rul e, by having denonstrations and protests. Is this the kind of reform
that needs to be introduced.

"Are we to replace the process of |aw and denocracy with nmob-law, with
anarchy, by tarnishing the i mage of the country. Does this represent the
kind of reformthat we want in our nuch-Iloved Ml aysia."

And he added: "If we feel that the | eadership of the country needs to
be changed, we can do so through the el ections.™

He ended his speech by saying that in terns of devel opnent and
infrastructure facilities, Mal aysia was al nost on par with the devel oped
countries, including having a sophisticated and beautiful international
airport and the world' s tallest skyscraper.

"I amconvinced that with the attitude and support of the majority of
t he peopl e and the approach formulated by a fair and denocratic government,
our nation will be revitalised and attenpts to re-colonise us wll
therefore fail," he said.
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