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DEPUTY Prime Mnister Datuk Seri Abdullah Ahnad Badawi hit the nail on the
head when he commented that the 2004 Budget was a caring Budget.

More than that, it was a well-drafted Budget, a product that could only
have conme from a master craftsman like Prime Mnister Datuk Seri Dr
Mahat hi r Mohanad

Having led the country for nore than 20 years, Dr Mahathir fully
understands the intricacies of the nation's intertwi ned political
econom ¢ and social fabric. This enabled himto micro fine tune the 2004
Budget of the rakyat, by the rakyat, and for the rakyat.

It is a Budget where the Prime Mnister showed his hand at using one
stone to kill nore than two birds.

It is a caring Budget for the rakyat. It is a Budget that ains to
provide a better, cleaner and healthier lifestyle.

It is a Budget that inproves the nation's export conpetitiveness. It is
an el ection Budget, so many have said. And, of course, it is Dr Mahathir's
farewel | Budget.

Fingers are quick to point to the 2004 Budget as an el ecti on Budget
because of its proximty to the next general election, which nany now
believe is slated for a date soon after Abdullah takes over as Prinme
M ni ster.

To ease the burden of education costs on parents, tax relief for each
child below 18 years is raised from RMBO0O to RML, 000 and for those 18
years and above studying at an approved local institution of higher
| earning from RM3, 200 to RW, 000.

Di sabl ed workers will get a disabled work all owance of RVMROO if their
pay is |less than RVb00, to help them nmeet the rising cost of |iving
On top of that RMIO million is set aside for a fund for those suffering

from chronic diseases. (In the 2003 Budget a RMLOO million fund was set
up to finance treatnment of those suffering from chronic diseases).

And civil servants with disabled children are also allowed flexi-hours
of work to care for their children

Single nothers too are not forgotten. Apart from the higher child tax
relief, those in the rural areas having their own businesses are al so
eligible to apply for loans fromthe RMIOO nmillion village mcro-credit
schene.

They are also given priority to buy I ow and nmedi um cost houses from
Syari kat Perumahan Negara Bhd (SPNB) at a 20 per cent discount.

For a better, nore active and healthier lifestyle, the Budget made it a
prerequisite that every new housi ng devel opnment nust have recreationa
facilities such as playgrounds, parks and jogging tracks

Al'l ocations of RVbO million have been made for this.

To pronote healthier living, RML9 billion is allocated to various
mnistries to clean up the environnment in various sectors, while further
"sin" taxes were slamed on cigarettes and liquor, to curb snoking and
dri nki ng.

Reduci ng the financial burden of the |owincone group, youths and
students in institutions of higher |earning, notorcycles not exceeding
150cc woul d be exenpted from road tax.

And | ooking after the welfare of the workers, road tax on buses used to
ferry workers would be cut by 50 per cent, which effectively encourages
greater provision of such services.



The setting up of the Real Estate Investment Trust and Property Trust
Fund is one of the nost significant proposals in the Budget.

The funds aimto enable small investors to invest in the real estate
sector, but in essence could also be viewed as a |lifeboat for property
devel opers, many of whom are stuck in the quagmire of debts, while the
shares of sone of the conpanies are |anguishing in the twilight zone.

Most inportantly, Danaharta has been called in to help in renoving the
overhang of residential properties, currently estimated at 66,000 units
valued at RVb.6 billion in 204 abandoned housing projects, of which nore
than half had been rehabilitated by SPNB.

The possibility of individual housing |oans beconing non-performng is
said to be a frightening reality, as nore default on their repaynents. The
urgent need to arrest the situation before it blows w de open cannot be
under esti mat ed.

Solving the problens in the property sector is long overdue. Property
devel opers have rightly or wongly been crying out for help, though sone
are sceptical of their woes, while others believe in synpathising with
t hem

What ever, the measures in the Budget have the far reaching inplication
of, as sonme nmintain, holding up current property prices, or put it in
anot her way, preventing a collapse of the property sector due the dangers
of non-performng |oans (NPLs).

In both cases, the consequences are the sane. In the earlier case, if
property prices collapsed, or fall by nore than the average, financia
institutions could be in a dilemm as the values of the assets charged for
the | oans have shrunk.

In the latter case, if the nmassive NPLs blow up, this would force
property prices to fall drastically as fire-sales of houses would be
comonpl ace

Undoubt edly, the proximty of the general election has |abelled the 2004
Budget as an el ecti on Budget.

This could not be helped. And in the 2004 Budget, if there were any
indications that it is an election Budget, it is on three counts.

One, conpanies that take in unenpl oyed graduates who are registered with
the Economic Planning Unit are allowed doubl e deduction for two years on
sal ari es paid.

This will encourage conpanies to absorb as many of the unenpl oyed
graduat es as possible.

Two, the Governnent is taking over the construction of the some 500, 000
| ow and nedi um cost houses, which essentially is the demand of those in
the 20 to 24 age group over the next five years.

This is to enable this group to have an opportunity to own houses, for
current prices have put ownership beyond their reach.

Three, the road tax exenption for notorcycles of 150cc and bel ow shoul d
benefit nmainly the youths, who formthe majority of the users, although
many al so see the nove as supporting the |ocal production of Mdenas
not or cycl es.

The above three factors are today significant enough for the powers-
that-be to take cogni sance of the underlying argunent of what American
busi ness nmmgazi ne Busi ness\Wek said two weeks ago, is a nelding of the
frustrations of young adults who have just graduated and are still
searching for jobs with the anxieties of their baby-booner parents who are
seeing a jobless recovery affecting their children's ability to be
financially independent.

In sinple words, this neans that on one hand there are thousands of
unenpl oyed graduates, well-qualified academ cally, but unenpl oyed.

And there are thousands of parents worried about their young adult



children having qualified and doing no suitable work.

Both these are mixed in a cauldron which will soon be translated into
voting power in the coning general elections.

The nmgazine said that such a situation is brewing in the forthcom ng US
2004 Presidential elections. And that the young adults who just join the
ranks of the voting adults and the worrying parents conbined could be a
powerful keg in the presidential elections.

Could it also be the case in Malaysia? Difficult to say, unless there is
a conprehensive study and a survey is carried out to correlate the two
factors with the pattern of voting.

But a few things are certain: The recovery has not created as many jobs
as it should have been.

Many graduates are still unenployed, and conbined with those retrenched,
makes for a grow ng nunber of disillusioned enpl oyabl e workers.

The Budget also had a nost interesting proposal: The listing of Felda on
the KL Stock Exchange by the end of this year.

The listing will not only give market value to the country's, and
probably the world's, largest plantation group, but the shares will also
create wealth for the poor.

Sone have al so argued that the listing of Felda could al so explain why
the Governnent did not opt for a larger deficit financing Budget.

Wth an expected substantial inflow of cash fromthe listing of Felda,
there is really no need to go for deficit budgeting.
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