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Cel ebrating the Budget

ALL-enconpassi ng. This best describes the 2003 Budget unveiled by Prinme

M ni ster Datuk Seri Dr Mahathir Mhanmad. Al though this may not be the | ast
Budget in which Dr Mahathir will have a hand - in his capacity as Fi nance
M nister and, in the past, as the chief executive officer of the
Government - this one |ooks further forward than its predecessors. True to
form Dr Mahathir has nade the Budget a foundation for the New Ml aysi an
Econony: an econony powered by a surge in services and conplenmented with a
conpel ling rejuvenation of the agriculture and manufacturing sectors, both
of which seemto be stuck in varying degrees of md-1life stagnation

Al t hough sone orthodox economi sts classify services as "invisibles" in
t he bal ance- of - paynent statistics, their inpact is anything but invisible.
Services are fertile ground in Malaysia. The availability of capital and
the various tax incentives provided for in the Budget will ensure the
sector attains its potential as one of the primary growth engi nes. True,
conventional econom c theory divides economies into three broad areas:
agriculture, industry and services. But the budgetary focus on services is
not at the expense of the others. There is roomto grow for all three. But
whi | e seeki ng new ways to nake services grow, the challenge is also to
restore dynami smto agriculture and buoyancy to mass manufacturing through
new i nvestnents and technol ogy. The crux of it: Al areas mnmust be
gal vani sed to stinulate donmestic business and industrial activities so
that a higher and sustainable | evel of economc growth will be generated.

The underlying strategy for the shift to donestic economc activities is
a subject close to Dr Mahathir's heart: independence. The Budget's overall
design is to attain a confortabl e degree of econonic independence. As
observed by Dr Mahathir, the country has been over-dependent on foreign
direct investnment and external trade. This is an inperative. Sonme may have
forgotten that we are still contending with the yet-to-be-reforned
i nternational finance capital - an agenda likely to be forgotten under the
rubric of the War on Terror. Unlike devel oped countries where externa
trade constitutes between 20 and 30 per cent of the GDP, Malaysia's
external trade is double its GDP. The resilience of the econony is
dependent on the strength of the donestic industries, neasured by their
contribution to the CGDP

The reduction of the corporate tax rate from28 to 20 per cent on
taxabl e i ncome of up to RMLOO, 000 for SMs with paidup capital of RW.5
mllion will ensure this segnent continues to formthe backbone of the
country's industrial efforts. Certainly, the need to expand internationa
trade and penetrate new narkets is inportant, a fact established by the
budgetary designs to | ower the cost of doing business as a neans to
enhance Mal aysia's conpetitiveness.

The Gover nnent - spendi ng-1 ed expansi on nmust be conpl emented with
aggressive private-sector spending. There is no point in the Governnent
essaying new growmh policies if the private sector is reluctant to park
its nmoney in themor, for that matter, increase its expenditure. The
private sector nust take the navigating role in fuelling domestic growh
and consuner demand. As was the case in the post-1997 crisis years,
consumer consunption is vital. But neither do we want the econony to be
| ed by debt-driven private consunmer spending. The popul ation's purchasing
power must be increased. But this is contingent on the rise in percapita
i ncome which, in turn, is dependent on the tripartite increase in our



productivity, GDP and conpetitiveness.

Overall, the budgetary devel opnent expenditure is ainmed at the triunph
of brain power over horse power and the superiority of human capital over
physi cal capital. The inclusion of social, including gender, concerns are

| audabl e. Whether this is achi evabl e depends on their inplenmentation and
the rakyat's will to make good of what is seen as an excell ent Budget. The
celebratory nood greeting the Budget is due to the absence of new taxes.
But this is tenpered by the absence of tax increases in the "sin sector”
whi ch we feel should have been sl apped on for the sake of the citizenry's
wel | - bei ng.
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