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Ri sing to the chall enge

BOLD, very bold. The 1999 national Budget is that and nore given the

ci rcunmstances. The proposed fiscal measures chal |l enge head-on the

i nternational prescriptions that have been forced down the throats of nany
crisis-hit countries. The incone tax wai ver for assessnent year 1999 is
totally unexpected and together with the proposed sel f-assessnment tax

system proves that hard times can't kill progressive thinking. Smokers,
drinkers and ganblers will pay considerably nore for their "sins"; they,
in turn, can boast about higher taxes on cigarettes, |liquor and ganes as

being part of their contribution to econonic recovery. Ml aysians as a
whol e though, will achieve little by braggi ng about what they have done.
There is a whole lot nore they can and nmust do, to recharge the econony.

Wage- earners, business people, politicans, civil servants or students,
Mal aysians fromall walks of life will have to work hard, very hard. And
al t hough the Government has decided to waive a year's revenues from
taxpayers, they will have to nmake sone sacrifices and do away with a few
excesses. Yes, signs of recovery can be seen here and there on the
econom ¢ horizon and Malaysians, in line with the Kita Boleh spirit, are
bul I'i sh on bounci ng back. And Prinme M nister Datuk Seri Dr Mahathir
Mohamad, who tabled his first Budget as First Finance Mnister, has
promised a 1 per cent growh in the G oss Donestic Product for next year
after this year's forecast of a contractionary 4.8 per cent. But recovery
will not be automatic and a qui cker-than-expected revival can't exactly be
pai nl ess.

The 1999 Budget is short of RML6 billion in funds needed to finance
various devel opnent projects. The Government will not beg or steal, but it
will need to borrow. The biggest problem- or challenge - facing this
country is to find parties fromwhich to borrow the noney. Wth the kinds
of sovereign ratings accorded to Mal aysi a by agenci es that have been
proven to lack the ability to see anything beyond tonorrow, it has becone
very difficult for the Governnment to go to the market and obtain
financing. The International Mnetary Fund has no noney; the US$18 billion
(US$1 = RMB.80) it expects to get fromthe US Governnent is grossly
insufficient to bail out an econony |like Russia. Japan's proposed US$1. 8
billion aid is the only foreign assi stance the Governnent is banking on.

The remaining will have to cone fromdonestic sources, including |oca
institutions. Foreign direct investnent (FDI) will continue to flowin, of
that we can be certain. The selective capital controls introduced by
Mal aysi a since Septenber 1 have begun to be viewed favourably; it is just
a matter of tinme before the investors who have been hol ding back in their
wai t - and- see positions are convinced that these neasures are non-
restrictive and certainly not anti-foreigners or anti-FDI. It will take
sone tinme though, before FDI reaches its previously high |evels. But even
during the boomtinmes, FD was always insufficient to finance al
projects. In previous budgets, the need to i ncrease savi ngs was al ways
stressed; this has becone even nore pressing. At the sanme tinme, the people
will be required to do their bit to hel p businesses stay alive. Wrkers
may have to agree to pay cuts to bring down the cost of operations. For
those working for conpani es that happen to do well despite the downturn
there is also a need to refrain from maki ng unreasonabl e demands.

The Budget nade it very clear that Malaysia can't wait for the Goup of
Seven or the IM-to reformthe world nonetary systemthat has abetted in



bringi ng down currencies and stock markets in Asia and Russia and i s now
threat eni ng the econom es of Latin Anerica and Africa. Ml aysians have to
support their own products and goods and they ought to stop giving excuses
for not using their own ports and services or travelling as tourists in
their own country. A bold budget is not enough to get this country out of
its predicanment if its people still have nore faith in things not
Mal aysi an and if they are weak and disunited in the face of adversity.
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