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ECONOM C PACKAGE NOT Al MED AT POPULARI SI NG GOVT, SAYS DR MAHATHI R

KUALA LUMPUR, May 29 (Bernama) -- Prine Mnister Datuk Seri Dr Mahathir
Mohamad says that the recently-unveiled RW/. 3 billion econonic package was
prudent and not designed to nmake the governnent popul ar.

He said that it was planned neticulously to reinforce the donmestic
econony, raise consunption, assist the small nman in gaining easier access
to credit as well as help those affected by the Severe Acute Respiratory
Syndrone ( SARS) out br eak.

The government has taken steps to ensure that the expenditure is based
onits affordability, he said.

"I'f the governnent spends irresponsibly, we will beconme a nation
i ndebted to others, incur high deficits and excess |oans and in the end
beconme bankrupt," he said when addressing the 2003 Wrkers Day gat hering
for the public sector here today.

Dr Mahat hir said: "The government does not spend unnecessarily."”

Al t hough the econoni ¢ package announced | ast week was worth RM7. 3
billion, the government would only spend RML. 7 billion while the remaining
RVMb. 6 billion would be sourced fromthe market.

The Prinme Mnister also rem nded workers and the popul ace in general to
spend wisely so that they do not fall prey to | oan sharks.

He said that when the governnment prepares the budget, it would have to
make al l ocations to repay debts.

Turning to salaries, he said that after |ndependence, the percentage of
increase in salaries of government servants in the | ower inconme bracket was
far better than those in the higher incone bracket.

Thi s has been because the governnent wants to reduce the gap between
the [ ower incone group and hi gher inconme group, he said.

However, the Prime Mnister said it would be pointless if salary
i ncreases were not acconpani ed by increases in productivity.

In the long run, this would depress the value of the currency and have
adverse inplications on the econony and the country and t he people woul d be
victim sed by foreign econom ¢ dom nation, he said.

This is nore so with Mal aysi a havi ng an open econony, he said.

"If salaries increase and the purchasi ng power does not, that will not
be good al so," he said.

Dr Mahathir rem nded the workers that the | owest sal ary before was RMR5
but it had increased to RMA00 and this was good.

He said that sonetines in Ml aysia, demands were nade wi thout even
considering the position of the party that would have to neet the demands.

"When the Conposite I ndex (Kuala Lunpur Stock Exchange) falls
drastically, many conpani es face probl ens, many conpani es al so | ose," he
sai d.

When a conpany does not make profits, it would not be able to pay
dividend but in Malaysia investors still insist on dividend when a conpany
has made | osses, he said.

"For an exanple, the Enployees Provident Fund. W want to pay a
dividend, but all our investnents have seen | osses, (and therefore ) we pay
only what we can afford," he said.

For this year, the EPF declared a dividend of 4.25 percent.

Dr Mahathir said that | osses for conpanies woul d al so nean reduced
earnings for the governnent in ternms of tax collection.

Apart fromusing the tax revenues to pay salaries or allowances for



governnent officers, the nonies are al so used for the building of public
infrastructure such as schools and roads, Dr Mahathir said.

At a question and answer session later, when Dr Mahathir was asked to
reduce the incone tax for governnent staff, he said that the current incone
tax had been reduced significantly to 28 percent from 45 percent
previously.

Apart fromcutting down on the taxes, the governnment has al so provided
for various allowances for governnent servants, he said.

He added that the Inland Revenue Board's increased collection of RVW4.9
billion |l ast year was not because of high income tax paynents but due to
better enforcenent of tax | aws.

The Custons for exanple had increased its enforcenent, he said.

"If there are no taxes at all, we would not be able to pay the
sal aries. The government has to strike a bal ance between reduced taxes and
nmeeting its needs," he said.

Asked on privatisation, Dr Mahathir said the i dea was good as it would
reduce the governnent's spendi ng but added that inplenentati on was not
al ways as snoot h.

"There have been failures and there have been success, we just need to
take the good ones. On the whole, the governnent has gained a | ot because
of privatisation."

He said that before Tel ekom Mal aysi a was privati sed, the annual
expenditure for it was about RMLOO million to RM00 million but follow ng
its privatisation, the governnent started to earn dividends and t he peopl e
gai ned better services.

"I'n the case of Malaysia Airlines, the government had to buy it back.
Because of the unexpected circunstances such as the 1997 economc crisis
and the Sept 11 incident," he said. -- BERNAVA
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