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Tax reductions in store (HL)

Ram an Sai d; Zuraim Abdull ah

PUTRAJAYA, Tues. - The busi ness sector can expect tax cuts and ot her
incentives as the Governnent intensifies its drive to spur donestic
i nvestnent to offset declining foreign direct investnent.

Prime M nister Datuk Seri Dr Mhathir Mohanad said the Governnent was
consi dering all angles. However, he rul ed out waiving corporate tax.

"(There will be) nore reductions, but not waivers,” he told reporters
after chairing a 2002 pre-Budget dial ogue with representatives of various
i ndustry associ ati ons, government agenci es and non-governnental bodies as
wel | as econom sts and acadeni ci ans.

The second and third sessions will be held on Friday and Saturday.

The thene for this year's dialogue is "Pronmoting Gow h Through
St rengt heni ng Resili ence and Enhanci ng Conpetitiveness".

For Dr Mahathir, it was his first time chairing the dial ogue, having
t aken over the Finance portfolio from Tun Dai m Zai nuddi n foll owi ng the
|latter's resignation on June 1.

The Prime M nister said that the Governnment woul d have to carefully
study the inpact to its coffers of any reductions or incentives.

He said the thrust of next year's Budget, set for Cctober, was about
i ncreasing the country's econonic resilience.

"W have to ensure that we have both the financial capacity and the
trai ned personnel ."

Dr Mahathir said the recommendati ons are concerns rai sed by the
representatives at the dial ogue were useful in hel ping the Governnent
prepare its Budget.

"Most of the recomendations are useful in the sense of, for exanple,
deci ding on the kind of taxes we can reduce to eventually boost business
confi dence.

"There are suggestions that will spur businesses, and we w || consider
them

"But if we nerely reduce or review taxes or provide incentives w thout
getting any return fromthe other side, the Governnent will get |ess
revenue. Then, we may be having a | arger deficit budget."

He said there was al so concern about the adverse inpact of the softening
gl obal economy which sone representatives felt m ght [ast |onger than
expect ed.

To partially address this drawback, Dr Mahathir said that donestic
i nvest nent woul d be increased. "W have the capacity in this aspect."

On |l ending, he said the Governnent woul d gi ve due consideration to
conplaints that financial institutions were still making it difficult for
conpani es and individuals to get |oans.

To anot her question on the concern raised by representatives over the
massi ve outfl ow of |ocal funds, the Prime M nister quipped, "I hope the
country will get good returns fromthe dividends the | ocal businessnen get
fromtheir overseas ventures."

Mal aysi an | nvestors' Association honorary president Dr P.H S. Lim
di scl osed that Ml aysi ans had i nvested up to US$15 billion (RV67 billion)
in various projects overseas especially in China, South Africa, Australia
and Asean countri es.

"So far, we have seen very little inflow of dividends into the country
arising fromthese foreign investnents," he said.

Li m poi nted out that the US$15 billion overseas should yield the country



an estimated annual dividend of eight per cent, totalling US$1.2 billion a
year.
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