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KUALA LUMPUR, Fri - Datuk Seri Dr Mahathir Mhanmad today kick-started the
CGovernnment's new econom ¢ strategy, which will see the country driving
growmh largely on its own steam

The nmeasures spelt out in Budget 2003 will hel p Mal aysia achi eve a gross
domestic product (GDP) growt h of between six and 6.5 per cent for next
year, the Prine Mnister and Finance M nister said when tabling the Budget
at the Dewan Rakyat.

The Budget addresses issues of Malaysia's vulnerability to continued
uncertainties in the external environnent.

Donesti c busi nesses and industries are the prine beneficiaries, as the
Governnment follows through on recovery efforts nmade since the 1997-98
Asi an financial crisis.

The Governnent proposes that RML09.8 billion be allocated under the
Budget, an increase of 9.2 per cent over Budget 2002's original
al | ocati on.

"W recogni se that our donestic market is snall

"However, we can further increase the purchasi ng power of our popul ation
of 24 mllion.

"Smal |l countries in Europe with smaller popul ati ons than ours have
beconme devel oped nations,” Dr Mahathir said when tabling the Budget.

I f Mal aysi ans can increase productivity, the nation's GDP and
conpetitiveness will also be enhanced, he added.

The Covernnent will increase domestic investnment in all sectors with
strong growm h potential and nore incentives will be considered.

The corporate tax for small and nedi umscale industries (SMs) with a
pai d-up capital of RM.5 million or less will be cut to 20 per cent from
the present 28 per cent on chargeabl e i ncone of up to RMLOO, 000.

A widely anticipated across-the-board corporate tax cut did not
material i se.

Dr Mahathir said it was incorrect to perceive that a |low tax regine
woul d attract nore foreign direct investnments (FDI).

"Ml aysi a was successful in attracting FDI even when our corporate tax
rates were higher, that is at 40 per cent in the 1980s and 30 per cent in
the 1990s."

To further stinulate donmestic investnments, Budget 2003 suggests perks
for reinvestnment. Conpanies will be given an option to qualify for
rei nvest ment all owance before the conpletion of their pioneer period on
condition they surrender their pioneer status.

In addition to reducing the cost of doing business, Budget 2003 al so
spurs Mal aysi ans to becone gl obal players.

The Governnment will provide i ncone tax exenption of 50 per cent for
| ocal conmpani es that penetrate new markets, and 30 per cent for those that
succeed in increasing exports.

In addition, service tax on courier services to overseas destinations
wi || be abolished and i ncone on services rendered overseas by non-
residents shall not be taxable.

Tourismis also a major beneficiary, with the Governnment doubling the
Speci al TourismFund to RVA0O0 million. It also approved a RVROO million
Tourism Infrastructure Fund.

As for agriculture, the sector is identified as the econony's third
engi ne of grow h.



Conpani es consol i dating rubber small holdings will be rewarded by the
Governnment, as will be those who invest in rubberwod plantations, food
producti on and food processing.

Cvil servants will receive a one-nonth bonus or a m ni num of RML, 200
for their "hard work and dedi cati on”

Rural folk will continue to receive generous allocations to inprove
their standards of living. Atotal of RVM.5 billion was allocated to rura
devel opnent, a 36 per cent increase over Budget 2002.

The allocation will be spent on upgrading rural roads, electricity and
wat er supplies, and health services.

The Governnment will also introduce a "One Village One Industry” concept
to help the people supplenment their incone. Villages will also be planned
nore holistically, replete with retail and coffee shops, social anenities
and smal |l factories.

For the poor, a sumof RML90.9 billion will be allocated for various
programes, while their children will benefit fromtextbook | oans, food
suppl enents and school unifornms, anong others.

In concluding his nore than two-hour speech, Dr Mahathir said: "In this
recovery process, we nust be agile to act fast and respond to changes in
our environnent.

"Only with the courage to inplenment neasures, although unorthodox, can
we safeguard the nation and overcone all challenges.”
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