20 SEP 2002
Mahat hi r - Budget
STI MULATI NG DOVESTI C BUSI NESS, BONUS FOR CI VI L SERVANTS

KUALA LUMPUR, Sept 20 (Bernamm) -- Datuk Seri Dr Mahathir Mhamad t oday
tabl ed t he 2003 Budget whi ch focuses on efforts to stinmul ate domestic
busi ness and industrial activities to generate hi gher econom c grow h.

The Prime Mnister, who is al so Finance Mnister, also outlined
measures to further reduce the cost of doing business to enhance the
country's conpetitiveness

"l do not intend to propose any increase in taxes neither introduce new
ones. However, to ensure that the governnment will have adequate fi nanci al
resources to finance its expenditure, efforts will beintensifiedto
enhance tax conpliance," he said at the Dewan Rakyat here.

Intandemw th the policy to pronote donestic investnent, he proposed
that the corporate tax rate for small and nmedi umscal e i ndustries (SM s)
with paid-up capital of RM.5 nillion and bel ow be reduced from 28 per cent
to 20 per cent on chargeabl e i ncome up to RMLOO, 000.

And Dr Mahat hir brought snmiles to the faces of the nation's close to
one mllion civil servants when he announced that they woul d be receiving a
one-nont h bonus or a m ni numof RML, 200.

To put into notion the governnent's decision to inplenment the teaching
of Science and Mat hematics in English in schools, Dr Mahathir said that the
government woul d provi de an al | ocation of nearly RVb billion from2002 to
2008, with RMB78.7 nillion to be spent this year and 2003 on equi pnent such
as not ebook conputers and LCD proj ectors.

The Prine M nister said that the proposed 2003 Budget of RML09. 8

billion represented an increase of 9.2 per cent conpared with the origina
allocationin 2002. O this, RW2.84 billion is for operating expenditure
and RM36. 96 billion for devel opnent expenditure.

Wth revenue estinated at RMB9. 79 billion, the federal governnment's

overal |l account is expected to register adeficit of 3.9 per cent of gross
donestic product (GDP), lower than the 4.7 per cent in 2002.

Dr Mahathir said that the two-year Budget preparation was to ensure the
snmoot h i npl ement ati on of devel opnent projects as i npl ementi ng agenci es
woul d have lead tine to plan and carry out projects.

For this purpose, he said, an allocation of RM85 million was provi ded
tovarious mnistries to comence prelimnary works this year and undert ake
physi cal inplenmentation in 2004.

Expl ai ni ng the rational e of accel erati ng domestic busi ness and
industrial activities to enabl e Mal aysi a generate hi gher growth, Dr
Mahat hir said that the country coul d ermul ate the hi gh purchasi ng power of
people in small countries in Europe |ike Switzerland and Luxembour g.

These countries, he said, had snmaller popul ati on than Mal aysia's 24
mllion and yet they had managed to becone devel oped nati ons.

He said that Switzerland, with a popul ation of three million and
Luxenbourg with | ess than one m | 1lion, had hi gher per capita i ncone of
about US$44, 000, neaning that every citizen of the two nations contribute
US$44, 000 to their economy.

"On the other hand, each Mal aysi an only contri butes US$4, 000 to our
econony. | f Mal aysi ans can i ncrease productivity, the nation's GDP and our
conpetitiveness will al so be enhanced. At the sane tinme, our per capita
incone will also increase," he said

Towards this end, he said that the 2003 Budget woul d focus on these
strategi es:



* Increasing donmestic investnment in all sectors with growth potenti als;

* | dentifying and venturing into niche areas in the services,
agricul ture and manuf acturi ng sectors;

* Strengt heni ng public sector finance and enhancing efficiency of the
civil service;

* Nurturing a progressive and harnoni ous soci ety with high noral val ues
and ensuring the well-being of the rakyat, especially in rural areas.

Wth the i npetus for growth emanati ng fromdonmestic econom c activities
inline wth the Budget strategy which enphasi sed donestic-1ed growth, Dr
Mahat hir said that Mal aysia's GDP was estimated to grow between 6 and 6.5
per cent in 2003.

He said that the increasingly chall enging domestic and ext ernal
envi ronnent demanded sacrifices and courage to undertake a shift inthe
country's macroeconomni ¢ nmanagement policies.

As such, he said, devel opnent policies and strategies in the 2003
Budget was the first step toward i npl enenting this new approach.

"I'nthis recovery process, we nust be agile to act fast and respond to
changes in our environnent. Only with courage to i npl ement neasures,
al t hough unort hodox, can we safeguard the nati on and overcone al |
chal I enges, " he said.

Turning to the state of affairs of the world a year after the Sept 11
attacks on the United States, Dr Mahathir said that it had pronpted the
internati onal comunity, especially the super powers, to declare an all-out
war agai nst terrorism

Noting that to them terrorismwas confined nerely to physical attacks
on countries and their people, the Prime Mnister saidthat, in actual
fact, their econom c onsl aught on devel opi ng countries whi ch had brought
unrest, mseries and the downfall of governnents was equal |y viol ent.

"I'n fact, the remedi es which they prescribed, destroyed these
nations.... Those who benefited were the currency specul ators. | ndeed,
economc terrorists do not differ fromother terrorists,"” he said.

Dr Mahat hir said that as a tradi ng nation highly dependent on
i nternational trade, Mal aysi a was vul nerabl e to the econoni ¢ performnce of
its major trading partners with its international trade twice its GDP
conpared wi th devel oped nati ons such as Japan and t he US.

He acknow edged that the further deterioration of the US econony in the
aftermath of the Sept 11 incident had affected Mal aysia's economic
per f or mance.

The Prime M nister said that the econonmy of the US, Ml aysia's | argest
tradi ng partner, again came under pressure with the Enron and Art hur
Ander sen accounti ng scandal whi ch had eroded i nvestors' confidence inthe
cor porat e governance of US conpani es.

Taki ng a swi pe at anal ysts and the international nmedia for dism ssing
such accounting mal practices as only a few bad appl es, he said: "Wen this
occurred in devel oping countries, they labelledit as lackinginintegrity
and transparency anong certain nationalities."

Those peopl e, he said, could | earn fromdevel opi ng countries in
addresi ng probl ens in financial and corporate sectors where Mal aysi a and
ot her nations in the regi on were ahead of others in corporate governance.

"We have adopted principles of best practice that enphasise
transparency and separation of powers to ensure accountability and
saf eguard the i nterests of sharehol ders," he said.

On the other hand, Dr Mahathir described the rich and powerful nations
as "akin to crabs, teaching their offsprings to walk straight."

Apart fromspurring domestic econom c activities, Budget 2003 al so
proved to be sensitive to the well-being of the rakyat.

Inlinewiththe "famly first" values, Dr Mahathir said that the



government woul d i ncrease the paternity | eave fromthree to seven days to
assi st their wives and children in househol d chores.

"Shoul d have nore children then,"” he said with a grin and was appl auded
by gover nnent backbenchers.

In addition, to enable civil servants to take care of fanily matters
during the dem se of their imediate fam ly, they will be given three days
of unrecorded | eave.

The governnent al so had the wel fare of single nothers earning | ess than
RM600 per nmonth in mnd by giving thempriority to own | ow cost houses.

Furt hernore, the plight of those who are unable to afford the treatnment
of chronic di seases which are frequently highlighted by the nmedi a al so
caught the attention of the governnent.

"We are often touched by pleas for financial assistance fromthose who
are unable to afford the treatnent of chronic ill nesses. The treatnent
costs are usual ly high and cannot be borne by those in the | owincone group
whi | e public donations are insuffient," he said.

To address this natter, Dr Mahathir said that the governnment woul d
provide aringgit for ringgit matching grant and woul d set up a fund with
aninitial amunt of RMLOO nmillion specificially for those in the | ower
i ncone group or for children whose parents earned | ess than RV600 per
nmont h.

The Prinme M nister said that to further inprove the housi ng progranme
for the hardcore poor, the governnent intends to expand t he Housing for
Fi shermen Fami | i es programe | aunched recently i n Terengganu to ot her
states through a special fund.

The governnment's caring side was al so evi dent when Dr Mahat hir
announced that for children frompoor fanilies, it would spend RWMM70 a year
for each primry school pupil under the progranme to supply food suppl enent
and t ext books | oan as well as school uniforms and ot hers.

In addition, to reduce the burden of poor famlies, he said that the
governnent proposed to provide a one-off allocation of RML20 a year in cash
for every student fromsuch fam lies to buy uniforns and school
par aphernal i a.

Presenting the budget for about two hours and 40 mi nutes, Dr Mahathir
said that this involves an annual expenditure of RMB7.8 million and will
benefit 730,000 students.

"Apart fromthese facilities, the governnent is considering to provide
tuition vouchers to these children to enable themto get tuition from
teachers willing to give special classes outside school hours,"” he said.

Concerned over the wel fare of retrenched workers, Dr Mahat hir proposed
that the inconme tax exenption on retrenchment benefits be increased from
RM4, 000 t o RMb, 000 for each year of service.

Dr Mahathir al so tal ked at | ength about enhanci ng t he standard of
living of the rakyat in rural areas with RM.56 billion allocated for rural
devel opnent in 2003.

He said that apart fromproviding infrastructure facilities, the
gover nment woul d endeavour to devel op rural community that was capabl e of
earning i ncone no | ess than that of the urban popul ati on.

In this connection, he said that the governnent woul d i ntroduce the
"One Village, One Industry" involving the devel opment of snmall industries
requi ring between 10 to 100 wor kers.

El aborati ng on neasures to be taken to achi eve excel |l ence i n educati on,
Dr Mahathir said that the governnent would allocate RMB50 nillion to
i mpl enent si ngl e-sessi on schools so that students woul d have nore time not
only for academi c | essons but also for co-curriculumactivities.

"Hence, our children will spend nore tine in schools, thereby

preventing themfrombeconi ng i nvol ved i n unheal thy activities," he said.



Expressi ng concern over the worsening social ills anmong youths, Dr
Mahat hi r said that the Rakan Muda progranme woul d be enhanced with a new
approach to increase its effectiveness with an allocation of RML2. 3
mllion.

On the sporting front, the Prime M nister said that the governnent was
proud of the success achi eved by t he national contingent at the recent
Commonweal t h Ganmes i n Manchest er whi ch brought back seven gol d nedal s.

He advi sed Mal aysi an sportsnen and wonmen to treat the forthcom ng 14th
Asi an Ganmes i n Busan, South Korea as a chal |l enge to prove that Ml aysi a
could still attain greater success.

"I have tabl ed various strategies and nmeasures i n Budget 2003, which to
me, are people-friendly. Let there not be those who regard this an El ection
Budget .

"The Bari san Nasi onal Governnent still has anple time to continue to
govern the nation," he added.
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