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Strategy for growth

RUNNI NG THROUGH THE NUMBERS, busi nessman Si non Khoo (not his real nane)
sighs. The figures staring at hi mwoul d have been noney saved had t he
governnent given in to intensive |obbying for a corporate tax cut. As in
the past year, Ml aysian corporations will be noving into another new year
wi thout a respite on corporate tax rates.

Just at that moment, his driver pulls into a petrol station. "~Fuel price
up today, boss,' he tells Khoo.. Another sigh fromKhoo, this time al nbst
i naudi bl e. He did not bother working out the maths. The 10 sen hike in
petrol and diesel cones as the governnment slices away part of the
petrol eum subsi dy. Last year alone, alnost half of the RMA. 4 billion
subsi dy all ocati on went towards petrol eum products. This price increase
wi Il push up costs for conpanies relying heavily on transport.

But Budget 2002 is not all gl oomand doom for business fol ks |ike Khoo.
Conming at a tine of intense pressure on the gl obal econony, the Budget
presented by Prinme M nister Datuk Seri Dr Mhathir Mhamad i n Cct ober gave
the corporate world sone goodies. Wiile not getting a bigger slice of the
cake, not nuch was taken away fromthem either

The group that got a bigger share is arguably the general popul ation.
The highlight nust surely be the personal incone tax rate cut. The 1-2%
cut translates into RM873 nillion nore in disposal income for consuners,
whi ch should nmean nore liquidity in the nmarket.

Now that in itself is sweet nmusic to the business comunity. It does not
stop there. The governnent is also giving the nore than 900, 000 ci vil
servants a 10% sal ary hi ke and a bonus of half-nonth salary or a m ni nmum
RML, 000, whi chever is higher. Last year, they enjoyed a simlar salary
hi ke.

The nunber crunchers estimate there could be some RMB60O million increase
in private consunption. The idea to go for a cut in personal incone tax,

i nstead of bringing down corporate tax rates, is to channel the noney fl ow
through the man in the street. It is estimated that househol d' s spending
accounts for about 45% of the spending in econony.
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