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Route to high-income economy 

ceived and do not have enough pub-
lic input. Any comments? 

A: In May, we conducted a 1,000 
people workshop, involving partici-
pation from 210 companies, to de-
termine the 12 NKEAs. The cabinet 
deliberated on the NKEAs and en-
dorsed them. Over July and August, 
we conducted 12 labs, comprising 
500 people mainly from the private 
sector, on each of these NKEAs. 
These labs helped to develop the en-
tire ETP. Based on the work done in 
these labs, participants wrote the rel-
evant NKEA chapters, which they 
submitted to the editorial team of the 
ETP Roadmap. 

After completion of the labs, we 
conducted Open Days in Kuala 
Lumpur, Kuching and Kota Kinabalu 
to seek public feedback. Altogether, 
more than 13,000 people attended 
these sessions. They provided input 
and feedback, which was incorpo-
rated into the ETP Roadmap. From 
the survey of those who attended the 
Open Days, more than 80 per cent 
supported the ETP and agreed that it 
is a viable programme to help us 
transform into a high-income econ-
omy by 2020. On a scale of 0-10, the 
weighted average score for their 
agreement/support was 7.5. We can 
conclude from this survey that most 
people think the ETP is well con-
ceived and they support it. 

Q: Comments have been made that 
all ETP projects must be awarded 
under open tender, and you have 
been quoted as stating that if you 
know what you are doing, direct 
negotiations can lower prices. How 
does this work? 

A: The ETP, as it stands today, has 
131 EPPs and 60 business oppor-
tunities. Eight per cent of the funding 
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Datuk Seri Idris Jala, Minister in the Prime Minister's 
Department and chief executive officer of the 
Performance Management and Delivery Unit 
(Pemandu), responds to frequently asked questions 
about the 2011 Budget allocations under Pemandu 

Q: A statement was made that Pe-
m a n d u ' s o p e r a t i n g budge t i s 
RM729 million, and tha t this 
amount is mainly for paying inter-
national consultants. Is this cor-
rect? 

A; No, Pemandu's operating budget 
for 2011 is RM40 million. This claim 
that the amount is RM729 million is 
1,822 per cent exaggerated! The 
RM729 million consists of Pemandu's 
operating budget (RM40 million), 
NKRA operating budget (RM334 mil-
lion) and NKEA operating budget 
(RM355 million). 

Q: Apart from Pemandu's operat-
ing budget of RM40 million, it also 
has other development and oper-
ating expenditures for NKRAs (Na-
tional Key Result Areas). What are 
the amounts, what are they for and 
why are these parked under Pe-
mandu, rather than the relevant 
ministries? 

At The majority of the budgets for the 
various NKRAs sit with the relevant 
ministries. This budget is for the im-
plementation of the Government 
Transformation Programme (GTP). 
This is expla ined in the GTP 
Roadmap which clearly outlines 
what the government wants to de-
liver to the rakyat. Anyone who is 
interested in finding out more details 
on the GTP Roadmap will be able to 
download the GTP Roadmap at 
www.Pemandu.gov.my. 

Out of the total budget of RM729 
million, RM334 million is parked un-
der Jabatan Perdana Menteri (JPM) 
because this expenditure covers ini-
tiatives that cut across various min-
istries and agencies. For example, 
RM265 million is for financial sup-
port for the hardcore poor of about 
22,000 households under the NKRA 
for Low Income Households for the 
entire 12 months in 2011. None of 
this money is paid to consultants as 
alleged. 

Due to the complex process and the 
many parties involved, it makes 
sense to centralise these budgets un-
der JPM to ensure effective coordi-
nation and delivery of benefits to the 
hardcore families. It must be stated 
clearly that final decisions for spend-
ing the money is done collectively by 
the NKRA Steering Committee, 
which includes all involved parties, 
and this is chaired by the deputy 
prime minister. In effect, although 
the budget allocation is parked under 
JPM, there is a clear approval and 
tracking process in place to ensure 
that the allocated amount is used to 
produce the results outlined in the 
GTP Roadmap. 

Q: There was a claim that (here is a 
new government ministry called "Ke-
menterian Idris Jala" and it has been 
allocated RM12 billion, which is a 
waste of public hinds. Any comments? 

A; To be clear, there is no such min-

istry. Under the Economic Transfor-
mation Programme (ETP), our ob-
jective is to transform Malaysia into a 
high-income economy so that our 
gross national income per capita is 
US$15,000 (RM48.000). This means 
our GDP has to grow at least six per 
cent per annum. Under the ETP, we 
expect the private sector to provide 
92 per cent of investment/funding 
and the government will provide 
eight per cent (RM12.22 billion) in-
vestment/funding in the form of in-
frastructure and financial incen-
tives/support. This is revenue gen-
erating expenditure and in no way a 
waste of public funds. We need to 
spend to grow the economy and in-
crease our gross national income. 

The total 2011 NKEA budget, cov-
ering operating and development ex-
penditures, amounts to RM355 mil-
lion and RM5.5 billion, respectively. 
For 2012, a further RM6.4 billion has 
been allocated for development ex-
penditure. The government invest-
ment/funding of eight per cent will 
act as a catalyst to spur the 92 per 
cent private sector funding and is not 
a waste of public funding because 
without this, we will not be able to 
grow the economy. In addition, over 
the next 10 years, the various pro-
grammes under the ETP are expect-
ed to generate 3.3 million additional 
jobs and raise our gross national in-
come to reach RM1.7 trillion. In the 
spirit of transparency, we have pub-
lished a detailed ETP Roadmap 
which explains to the public our ob-
jectives, activities and the split be-
tween public and private funding. 

Q; Why is the ETP budget of RM12 
billion allocated to JPM rather than 
to the relevant ministries? 

A; The budget is parked under JPM 
in order to ensure effective manage-
ment and control of expenditure. The 
ETP initiatives require massive co-
ordination and detailed monitoring as 
there are 12 NKEAs, 131 Entry Point 
Projects (EPPs) and 60 business op-
portunities, and these involve more 
than 100 private sector companies, 
13 state governments, numerous lo-
cal authorities, ministries and agen-
cies in the Federal Government. Ef-

Economic Council meets on a weekly 
basis to solve problems which are 
escalated by the steering commit-
tees, and approves proposals for sig-
nificant government funding which 
sits outside the mandate of the steer-
ing committees. 

Q: A comment was made that on 
one hand Datuk Seri Idris Jala 
warned that the country could go 
bankrupt by 2019, and we must ra-
tionalise subsidy. On the other 
hand, the government is proposing 
to spend RM12 billion for the ETP in 
2011 and 2012. Does this not make 
it worse for the economy? 

A: There are two measures that we 
need to implement. Firstly, we must 
invest to grow the economy and con-
sequentiy, increase government rev-
enue. This is what is termed as in-
vestment or revenue generating ex-
penditure. Secondly, we should 
gradually reduce non-revenue gen-
erating expenditure which we, as a 
nation, cannot afford. 

The ETP is all about the first mea-
sure, i.e. we need to invest or spend 
revenue generating expenditure in 
order to grow and increase our rev-
enue. Using the 92:8 ratio, if the gov-
ernment spends RM12.22 billion (OE 
and DE) in support of revenue gen-
erating projects in 2011, we expect 
the private sector to invest up to 
RM110 billion in these projects. We 
wish to state categorically that it is 
not a contradiction to spend money 
or invest for growth and, at the same 
time, reduce expenditure which is 
not revenue generating. All nations 
and companies do this. This dual ac-
tion is not a contradiction. We can 
continue to reduce subsidies and at 
the same time, spend money which 
helps to generate revenue. 

Q: There are people who believe 
that the ideas in ETP are ill-con-

E C O N O M I C 
T R A N S F O R M A T I O N 

PROGRAMME 

— Datuk Seri Idris Jala 

fective implementation requires rig-
orous coordination and detailed 
monitoring of efforts by all parties. 
Only then will we succeed in trans-
forming the Malaysian economy. 

Each of the 12 NKEAs has one or 
two lead ministers. The lead min-
isters chair a steering committee 
which has all the representatives 
from the relevant ministries, agen-
cies and project owners. Pemandu is 
the secretariat for these steering 
committees. These steering commit-
tees meet on a monthly basis to en-
sure effective implementation and to 
manage expenditure. The ETP bud-
get is monitored on a monthly basis to 
ensure expenditure is controlled. Ap-
proval for budget utilisation is made 
collectively by these steering com-
mittees. 

The final approval process, over 
and above these steering commit-
tees, is the Economic Council, which 
is chaired by the prime minister. The 
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will come from the public sector 
while the remaining 92 per cent will 
come from the private sector. Where 
public funding is utilised, the prime 
minister has made it very clear that 
open and competitive tender will be 
the default process. This will cover 
the large majority of projects. 

In exceptional cases, awards may 
be done via restricted tenders or di-
rect negotiations. In these situations, 
the parties involved, rationale and 
benchmarks deployed will be dis-
closed to the public. Examples of such 
circumstances are where qualified 
parties are limited and industry 
benchmarks are clearly defined. This 
does not mean that the process Ls void 
of competitive bidding. In fact, the 
closed tender or direct negotiation 
process between limited qualified 
parties will typically create the great-
est pressure to drive down cost com-
pared with an open tender. It also aids 

speedy execution of critical projects. 

Q: There are criticisms that the 
MRT project will not be executed via 
open tender and that the traffic 
study has been outsourced to third-
party contractors with vested in-
terest instead of independent trans-
port and urban planning special-
ists. Are these allegations true? 

A: These allegations are not true. 
Open competitive tender is the default 
process and most contracts will be 
awarded that way, save for perhaps 
direct negotiations with land owners 
to acquire land along the route. The 
traffic study was never outsourced to 
Gamuda-MMC. MinConsult, an inde-
pendent consultant commissioned by 
the Ministry of Finance (MOF), has 
just completed their independent 
study, including the analysis of Gamu-
da-MMC's proposal, which includes 
MRT network design and alignment, 
proposed governance structure op-

tions and methods for awarding con-
tracts (e.g. splitting into sub-projects 
such as project management, tun-
nelling, station construction, etc) 
which is then further subjected to 
competitive tender. This has yet to be 
presented to the Economic Council 
and the mechanism for selecting and 
awarding contracts for the MRT pro-
ject has not been finalised. 

Reference has also been made to 
how MRT projects are managed in 
countries such as Singapore and 
Hong Kong. In Singapore, the Land 
Transport Authority (LTA) has over-
seen the Singapore MRT project since 
1987. Currently, two operators 
(SMART and SRS Transit) manage the 
five lines on the island. All MRT pro-
jects — infrastructure, tracks, depots, 
stations, facilities, etc — are tendered 
out. In fact, LTA intends to tender out 
new lines in future, rather than limit 
to the existing two operators. Where 
Hong Kong is concerned, the Mass 
Transit Railway Corp Ltd oversees the 

Hong Kong SAR MRT operations and 
remains the single operator after 
merging with Kowloon-Canton Rail-
way Corp in 2007. All MRT-related 
projects are tendered out. 

These best practices have proven 
to be successful and we intend to 
emulate them. A key point to note 
here is that all MRT projects are 
made up of many sub-projects — 
land survey, clearing and prepara-
tion, tunnelling, tracks, rolling stock 
(car sets), bridges and culverts, sta-
tions, depots, car parks, feeder bus 
pick-up areas, etc. These will be par-
celled out in separate packages and 
will be tendered out to ensure the 
best outcomes in terms of both qual-
ity and cost.The biggest cost elements 
are for land acquisitions, double 
tracking and rolling stock. Apart 
from land which may involve direct 
negotiations with land owners along 
the route, all other packages can be 
tendered out. There are many com-
panies, local and foreign, that can 

meet the requirements for the dif-
ferent packages, which will make the 
tendering easier and more effective. 

Q: Recently, Tun Dr Mahathir Mo-
hamad was quoted as stating that 
high-income economy will lead to 
high cost of living. What are your 
comments? 

A; Tun's comments are indeed in-
cisive, and I agree with him. Higher 
income for the country will mean that 
salaries will increase. This then 
means that cost to basiness will in-
crease in tandem. We need to focus on 
ensuring that the increase in income 
is higher than the increase in cost to 
business. This can be done through a 
combination of increasing productiv-
ity and profitability, enhancing com-
petition to drive down costs, removing 
distortion to the economic system 
such as subsidies, whilst expanding 
the country's revenue base, all to bet-
ter reflect the economic reality. 


