19 OCT 2001
BUDGET- STAYI NG COVPETI VE
2002 BUDGET Al M5 TO BOOST COWPETI Tl VENESS, REDUCE COSTS

KUALA LUMPUR, Cct 19 (Bernama) -- The 2002 Budget has put in place
nmeasures to address issues related to conpetitiveness and productivity amd
t he chal |l enges of borderless world and commitnents towards the inplentation
of the Asean Free Trade Area.

Besi des boosting productivity, the 2002 Budget also ains to hel p reduce
t he cost of doing business.

Inline with this, Prime Mnister Datuk Seri Dr Mahathir Mhaned had
proposed in the 2002 Budget that the Industrial Building Al owance be
granted to approved buil dings including hotels be revi ened.

Dr Mahathir, who is the finance mnister, proposed that the annua
al | owance be increased fromtwo percent to three percent, and as a result,
conpani es can claimdepreciation within a shorter tinme frame, that is, to
35 years from 45 years.

The initial allowance of 10 percent currently granted for capita
expenditure incurred in the construction of buildings is to be extended to
capital expenditure incurred in the acquisition of buildings.

As a further neasure to reduce cost and increase conpetitiveness, Dr
Mahat hir proposed that inport duties on 55 products which have been | ong
protected be reduced to between 10 percent and 50 percent from 20 percent
and 105 percent.

Among the products invol ved are aerated beverages, woven fabric, |ace
and bl anket s.

He al so proposed that inport duties in 171 products inclusive of
i ntermedi at e goods such as multinmedia projectors, tel ephone answering
machi nes, furniture conponents and phot ographi c papers be reduced to zero
and 25 percent from between five percent and 35 percent.

He al so proposed that incone received by non-residents fromrenting
contai ners to shipping conpanies in Ml aysia be exenpted fromincone tax in
order to reduce the cost of doing business for shipping conpanies in
Mal aysi a.

He al so proposed that the annual deduction on expenses incurred in
acquiring proprietary rights such as patents, industrial designs and trade
mar ks be increased to 20 percent for a period of five years from 10
percent.

In a nove to enhanced productivity, he proposed that the tax deduction
on bonus paynent which is linmted to two nonths salary now, be abolished.

"It is hoped that this nmeasure will provide an opportunity to enpl oyers
to offer remuneration which is commensurate with the their workers
productivity," said Dr Mahathir.

He said the paynent of bonus was an incentive to workers to increase
productivity.

He al so proposed that expenditure incurred by any person in providing
practical training to individuals who were not their enployees to be given
deduction for purposes of incone tax.

He said practical training schenes needed to be encouraged as one of
t he avenues to increase the supply of skilled and trained manpower.

As part of the plan to enhance productivity and conpetitiveness,
enpl oyers must undertake to train and upgrade the skills of their workers,
he added.

He said in this regard, the Government has set up the Human Resource
Devel opnent Fund as well as provided tax incentives for training in



techni cal and vocational fields.

Dr Mahathir also said that Malaysia' S productivity had not increased in
line with the increase in the cost of production and if this trend was not
checked, the country would lose its share in the international market and
this may result in workers losing their jobs, wages staying stagnant and no
addi ti onal new job opportunities.-- BERNAVA
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