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2002 BUDGET Al M5 TO HELP DOMESTI C ECONOMY BLOOM

By: M khail Raj Abdullah

KUALA LUMPUR, Cct 19 (Bernama) -- The 2002 Budget has put in place a
host of neasures to invigorate the domestic econony through several fisca
i ncentives designed to hel p busi nesses stay viable and conpetitive am dst
the harsh external environment as well as induce greater productivity anmong
workers in the country.

Tabled by Prime Mnister Datuk Seri Dr Mahat hir Mhanmad at the Dewan
Rakyat today, the 2002 financial contained tax incentives to nudge the
manuf acturing, tourism education, services and information and
conmuni cati on technol ogy sectors.

Despite the fact that the corporate tax was not reduced, it was felt
that other incentives being introduced would still provide support to the
private sector. For instance, the reinvestnment allowance period which would
be extended to 15 years fromfive years is significant and is a response to
the call by the private sector for it to be continued.

It would spur conpanies to invest further in the country which in turn
woul d attract new investors.

Cor porates should al so be pleased with the incentives offered for
of fshore trading via websites in Ml aysia as the websites woul d expand the
hori zon of Mal aysi an conpani es.

In the 2002 Budget, incone received by conpani es undertaki ng of f shore
trading via websites in Malaysia is to be taxed at a concessionary rate of
10 percent for a period of five years on the condition that it is approved
by the M nister of Finance.

Pri cewat er houseCoopers said the extension maintains Mlaysia's
conpetitiveness relative to other countries in the region

The hike in the rate of industrial buildings allowances covering
factory buildings and hotels would further benefit new projects in the
manuf acturi ng sector.

There were al so neasures ained at inproving private sector
productivity, where enployers wel comed the nove to freely grant bonuses
wi t hout being i nposed tax on the anount of bonus paid beyond two nonths.

The Mal aysi an Enpl oyers Federation said that enployers should be free
to pay reasonabl e anpbunt of bonuses to enpl yees based on productivuty and
per formance of enpl oyee.

This again, would further enhance productivity and inprove the
country's conpetitivess.

As for the increased allocation of RM13.9 million for tourism the
i ncreased marketing expenditure will make Mal aysia better known as a
desti nati on.

This would translate into increase in-bound traffic, given Malaysia's
track record in the hospitality sector, specifically in the operations and
turnaround of hotels. This would generate increased foreign exchange
ear ni ngs.

Denni s Tan, general nmanager for the Value Hospitality Goup, said the
government shoul d be focused and targeted in their efforts to pronote
tourismwith intention of attracting value added tourists with significant
pur chasi ng power .

To further pronote Mal aysia as a centre of excellence in education and
to reduce the cost of providing educational facilities, all private
institutions of higher |earning and private | anguage institutions would be
granted exenptions on inport duty, excise duty and sales tax on educationa



equi prent, including |aboratory fittings, workshops, studios and | anguage
| abs. -- BERNAVA
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REACTI ON- RAFI DAH

MBI A' S EFFECTI VE CORPORATE TAX RATE ALREADY VERY COMPETI Tl VE

KUALA LUMPUR, Cct 19 (Bernama) -- Malaysia's effective corporate tax
rate is already very conpetitive with sonme conpanies, both |ocal and
foreign, sonetimes paying as |low as 19 percent in corporate tax, Mnister
of International Trade and Industry Datuk Seri Rai dah Aziz said here today.

She said that rather than resorting to corporate tax for its revenue,

t he governnment was nore keen to provide a conduci ve busi ness environment
for conpani es.

In this way, the conpanies will nmake nore noney, she said when asked
why the government did not announce any corporate tax cuts contrary to
wi despread specul ation that the tax of 28 percent would be further reduced.

Rafidah said that in sone countries, the tax rate was | ower but their
cost of doi ng business was nuch higher which did not provide a conducive
busi ness envi ronnent for business.

Wth a better business environnment, conpanies would be able to grow and
expand their operations and in the process reap in better returns.

This is why the governnent does not resort to inposing corporate taxes
per se to raise revenue, she said.

Prine Mnister and Finance Mnister Datuk Seri Dr Mhathir Mhanmad, in
tabling the 2002 Budget, said the governnent was al ready providing various
tax incentives to foreign and donestic investors and if all these were
taken into consideration, Malaysia's tax rate was | ower.

Raf i dah al so stressed on the question of productivity saying that
do not want bonus to be given, (but) productivity does not increase."

She al so said that exenption duty on certain products and the cut in
tax meant that the government is prepared to open the market when the tine
is right for it to conpete with inported products.

However, with the [aunching of the Asean Free Trade Area (AFTA) in
2003, there should not be any nore people saying that they were not
prepared since they have al ready been rem nded, Rafidah said.

She said that the government would like to see investors in strategic
sector, especially in the manufacturing of conponent and equi prent for the
| arge industries, which have always been i nported.

The mnistry would al so review the financial package for the snmall and
medi um enterprises (SMES) in connection with industrial network progranmre
so that local industries could increase production of capital and
i nternedi ate goods |ike what was stated by the Prinme Mnister

In ternms of diversifying exports and exports destination, the country's
focus is Asean and China and the south countries, apart from maintaining
export pronotion to devel oped countri es.

"We do not want exports to be delayed and we want to ensure that the
Mal aysi an brand woul d get a place in foreign countries,” she said. --
BERNANA
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