Economic Transformation Programme Update
Malaysian Institute of Certified Public Accountants (MICPA)

By YB Senator Dato’ Sri Idris Jala
Minister in the Prime Minister’s Department and
CEO of Performance Management and Delivery Unit (PEMANDU)



Over the years, the Government
expenditure has been rising to
accommodate the rakyat’s needs..

time



We need to grow the economy,
increase Government revenue
through taxes..

Revenue
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PM introduced the National Transformation

Policy towards achieving developed nation status

1Malaysia
(People First, Performance Now

Economic
Transformation Programme
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Political
Transformation Programme

10th Malaysia Plan




We introduced 7 NKRAS under the

GTP to FOCUS on what
the rakyat wants

1

Fighting Reducing
Corruption Poverty

Enhancing Improving
Education Rural Basic

Infrastructure Transport




Continued to deliver in Year 2 (2011)

NKRA Overall Performance

NKPIs 2010 2011
Urban Public Transport 107%
(b Crime 168%
‘ Rural Basic Infrastructure 91%
Education 156%
Low Income Household 79%
Corruption 121%

Overall Composite Scoring






NEW ECONOMIC MODEL
- Making Us A Rich Country, For
Everyone & For A Long Time

Target USD 15,000
GNI per capita by
2020

a
of Life

Enables all Meets present

communitie _ N needs without

s to benefit Sustainability] compromising
from the future |
wealth of generations

the country



Most countries move from
low income to middle
income status very rapidly.
However...



..To Become A High Income Nation,
We require...

Competitiveness

We need “Drivers” We need “Enablers”
to ensure focus to ensure
competitiveness
NKEAS SRIs

National Key Economic Areas Strategic Reform Initiatives



Focus — 12 NKEAs
were chosen as national priority

-----

“Eiharicial
i Sérvices:!

The ETP covers
q 12 NKEAs (focus)
cos to boost
the economy




Overview Of ETP

, *USD15,000 (RM48,000)
Gross National .
Income (GNI) per Capita GNI
* USD523 Billion (RM1.7
Trillion) GNI
*6% GDP Growth per
Annum

Transformational *3.3 Million
Focus Actions Additional
*12 NKEAS Jobs
*131 EPPs
*60 BOs

Competitiveness
*51 Policy Measures
*6 SRIs & Natural Homes

* USD444 Billion (RM1.4 Trillion)
Investment

*92% Private, 8% Public Investment

*73% Domestic, 27% Foreign Direct
Investment



Let’s Now Focus On
Competitiveness

Yl Competitiveness

We need “Drivers” We need “Enablers”
to ensure focus to ensure competitiveness

NKEAS SRIs



SRIs Provide The Enablers For Malaysia To

Be Competitive

14

With Natural Homes

Within The NKEAs /
NKRAs

0 Competition,
Standards and
Liberalisation

37 e Public Service

Grouped In SIX Delivery

Clusters For
Execution

Human Capital
Development

Public Finance

Reform

Government’s
Role in
Business

Narrowing
Disparities



H1

Public Finance Reform


http://neac.gov.my/node/61

Public Finance Reform Lab
Aims To Create Fiscal Space...

Revenue

Fiscal Space

...To Allow Us To Manage
Contingencies, Pay Off Our Debt &
Invest For The Future



Public Finance Reform Lab Focused On Several
Key Levers To Improve Our Fiscal Position

Rationalise
corporate tax
incentives

Improve Tax
Administration

Transparent
Procurement

Control Expenditure | Broad-based Tax | Accrual Accounting




21 Recommendations Will Generate
Revenue / Cost Savings Of RM13 Billion
Within The First 2 Years Of Implementation

Savings / Revenue
(RM Million)

Procurement |\ 391

% Indirect Tax* N 689

é— Indirect Tax [ | 400

o

§ L Drectmax — 3954

|_

Expenditure Control ] 590
Rationalise 1.016
Incentives "

Total W/O GST

GST @ 4%

Total ContribLtion | 13,007

Of Lab Initiatives




Most of the
savings

are contributed by
tax-related
Initiatives

(RM 10 billion)



Malaysian Govt Budget / Fiscal Position

2008 2009 2010
Revenue* 159.8 162.1 162.1
Expenditure 196.3 213.7 206.0
Budget (36.5) (51.6) (44.1)
Surplus
(Deficit)

33.9%

19.1%

Non-tax revenue

Indirect tax

e.g. consumption
tax, excise, duty,
etc

Direct tax

Income (Ind &
Corp) Tax &
Stamp Duty

All figures in RM billion . Data published by MOF at www.treasury.gov.my
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We need to also Reduce reliance on
Petroleum Revenue

® Petroleum Revenue

m Corporate Tax (other than
PITA)

® Individual Income Tax

Other tax revenue

Other non-tax revenue




In Malaysia, only 1.7 million (6%)
people pay tax...

Actual
population

Source : Individual income tax - LHDN (2009)



Public Finance Reform

Malaysia will Improve Our Tax Collection

Malaysia’s
Developed Tax Gap Developing
Nations Nations

10%-15% 20%

RM20 Billion

30%

Additional tax

revenue collected for
2011 through .

iImproved efficiency

Direct tax: RM23.2 bil
Indirect tax: RM2.1 bil

Total: RM25.3 billion




143 Countries

Have Implemented
GST

Malaysia is one of the
few countries which have
not implemented GST



GST Will Have A Positive
Impact On The Country’s
Fiscal Position



GST Will Have A Positive Impact On

The Country’s Fiscal Position

4
¥

+ RM 6.3 Billion

5%
¥

+ RM 9.7 Billion

7%
4

Note: Collection figure is for first 2 years of implementation

+ RM 25.7 Billion




We Will Ease Implementation Of GST
To Reduce The Burden To The Rakyat
And The Business Community

Many Staple Reduce Incentives To

Products Will Be Corporate / Support Heime ) o
: Sales
Exempted / Align Bottom .
Service Tax

Zero-Rated Personal Tax 40% + SMEs



Although we face challenges in this difficult Global
Economy, Malaysia’s GNI / GDP is largely
dependant on domestic consumption

-RM 47.4Db

RM 540.9b

RM 588.3 b

Source : Bank Negara 2011 Figures

RM405.7b (69%)

RM129.8b (22%)

RM45b (7.6%)

RM7.8b (1.4%)



Malaysia is moving closer to the “Safe Zone”

Public debt (% of GDP), 2009*
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Sovereign !
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Notes: Surplus / deficit (% of GDP), 2009*

1. Malaysia’s figures are for 2009, 2010, 2011
2. Position of other countries in 2010 and 2011 will move, but not
shown in the chart above

Source: EPU, MOF, BCG analysis, Economist Intelligence Unit



First year ETP results are
equivalent to a vertical takeoff

.;Cireater Ei - :
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PM will make official * getai
announcement on

2 April 2012




2011 Results Benchmarked Against Targets
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Source: Department of Statistics, G N I Prlvate : JOb.S Source: ETP

Ministry of Finance Investment | Committed Update 1-8

2011 GDP Growth: 5.1%




GTP, ETP 2011 Results Endorsed By
An International Panel & Audit Firm




Key Takeaways from
International Panel (February 2012)

A great start:
* |[nnovative
* Exciting
* High impact
* Speedy
* Transformation process is gathering global
recognition

Keep it going!



Private Investment, Trade
Grew Strongly in 2011

FDI

RM32.9b

FY 2011

12.3%

RM29.3b

FY 2010

Source: Department of Statistics

Private
Investment

RM94 b

FY 2011

19.4%

RM78.7b

FY 2010

Source: Department of Statistics
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RM1.27 tril

FY 2011
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8.7%

RM1.17 tril

FY 2010

Source: MITI



Consumer Remains Optimistic...
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Source: Nielsen Consumer Confidence Index



FDI Confidence Rising

Figure 1
2012 FDI Confidence Index®

Ranking
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Source: A.T. Kearney Foreign Direct investment Confidence Index®, 2012

Values calculated on a 0 to 3 scale High confidence




Ease of Doing Business

Starting a business

Merging company, tax, social security &
employment fund registrations at one-
stop shop & same day registration

Paying taxes
Reintroduced RPGT — but improved
electronic system

Enforcing contracts
Computerisation of courts to enable
electronic complaint filing

Resolving insolvency
Set up dedicated commercial courts to
handle foreclosure proceedings

Ahead of Germany, Japan, Taiwan,
Switzerland, Belgium & France

World Bank
Doing Business Report 2012

#18
)
#23 #23
2010 2011 2012
(n=183) (n=183) (n=183)



Becoming More Competitive

World Economic Forum

Global Competitiveness Report 2011

H#21
H#24
H26
2009 2010 2011
(n=133) (n=139) (n=142)

#21 out of 142 countries globally
#6 amongst Asia Pacific countries

#2 in ASEAN

Malaysia scored 5.08 points out of a
maximum of 7, compared to 4.88
last year

Overtook UAE, New Zealand, South
Korea, Luxembourg & Israel



Concluding Remarks...



We need both GTP & ETP
to achieve better quality of life

-t

» Grow the economy « Spend the revenue
* Increase revenue based on rakyat needs
* Increase job / income  Distribute the revenue

(RBI & LIH)



National Accounts has a
significant role to play...

To reduce reliance on petroleum revenue - and
Improve our revenue mix

To be fair to others - We need the taxable people
to pay tax — only 1.7m pays tax in Malaysia

To increase and diversify our country’s revenue
— in line with our vision to be a high-income nation
(eg: 143 countries have implemented GST)

To grow our revenue and reduce
the deficit levels



We Have Concrete Programmes To
Weather The Challenges...

... And We’ve Made Great Strides In
A Short Space Of Time



THANK YOU

+ pemandu.gov.my
+ etp.pemandu.gov.my
+ www.facebook.com/etpmalaysia

Widen the discourse, follow us on Twitter
+ @etp_roadmap & @gtp_roadmap

Sign up for more updates on the ETP
+ http://etp.pemandu.gov.my/form_how_to_participate.aspx



