20/ 10/ 2001

Mahat hi rnomi cs at its best

TRUE to expectations, the 2002 Budget continues with the depl oynent of
fiscal initiatives to stinulate economc activities and protect the
econony fromany full-blow recessionary effects. Its conprehensi veness
serves to spur growth, redress inequality by ensuring the equitable

di stribution between the urban-rural incone, the high-Iowincone earners
and t he devel oped- and-1 ess devel oped States; and, restrain inflation.

True, the budgetary allocation of RMLOO.52 billion will incur a deficit
of five per cent of GDP. In the neo-liberal ideol ogy dom nating public
policy debates, a deficit budget is a cause for concern. But these
i deol ogues neglect the fact that with the country's strong econom c
fundanmental s, notably a low inflation, and confortable | evel of foreign
reserves, the Governnment's manoeuvrability is substantial. Hence, it can
undert ake expenditures wi thout the fear that plagued sone econom es
el sewhere that an expansi onary expenditure could trigger off an
inflationary spiral. Additionally, the econony is not burdened by high
interest rates. An increase seens unlikely for as Prime M nister and
Fi nance M ni ster Datuk Seri Dr Mahat hir Mohanad poi nted out, nonetary
policy will continue to be accommpdative in terns of fuelling business
senti ment and consuner confidence to conpl enent fiscal stinulus.

As a grow h-inducing strategy, the Budget is a mx of Keynesian
nmonet ari sm and suppl y-si de cure whereby nonetary policy is used to contro
inflation, fiscal expansion to create demand and tax cuts and breaks to
stimulate growth of real output. But contrary to wi de specul ation, the
Budget ignores the neo-conservative's call for a reduction in corporate
tax. As Dr Mahathir said, the rate is still conpetitive conpared to many
devel oped countries because unlike them Ml aysia does not inpose tax on
di vidends. This, coupled with the broad and yes, neo-liberal tax
concessions to increase the dynam smof the private sector and invigorate
domestic investnent, the effective tax rate on private i nvestnent is not
as burdensone as sone countries in the region.

As a donestic-led growth Budget, the private sector and the public have
a crucial role to play. Both donestic investnent and consuner consunption
must increase to create national wealth. In wealth-creation, a ringgit
spent is a ringgit earned.

( END)



	Mahathirnomics at its best (NST 20/10/2001)

