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Challenge of Malaysia

‘Malaysia Is at a
crossroads. in 1991, we

committed to Vision 2020, to
become a fully developed nation
by 2020. While we have made
progress, at our current rate of
growth, our nation is in danger of
losing our competitiveness and
falling short of our economic and

soclal ambitions. A

fundamental change
IS required, not just in

economic and social
performance, but also in the
delivery of public goods and
services that underpin our ability
to develop the country. *

-

PM Datuk Seri Najib Razak 28.01.2010



Finland’s challenge in early 1990’s

In three years GNP decreased 13% and the unemployment
rose to 18,9% from 3,5%.
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The whole economical structure was broken down
caused both by internal and external reasons (national
politics, collapse of Sovjet).



After 10 years

In 2003 WEF scored Finland
as the most competitive
country in the world.



Acknowledgements to Finland from the last year

# 2 Innovation Hot Spot Harvard Business Review March 2009
# 3 Global Innovation The Economist Intelligence Unit 2009
# 1 School System OECD, PISA 2009

1 Higher Education and Training WEF 2009

#
# 1 Availability of Scientists and Engineers WEF 2009
#

1 Prosperity Legacy Prosperity Index 2009






Pillars and drivers for economic boost

1. Pillars

C identified indicators, that have a strong positive correlation
to GNP real growth

C boost the GNP growth and enforce the quality of life in the
long run

2. Drivers

C boost GNP growth quickly
C refer to strategic possibilities in
the global market place




Quick Results - Drivers with Strategic Fit

It took less than a decade for electronics and ICT to
become a biggest industry in Finland. Its contribution to
the growth of GNP in 1995-2000 is about 0,85 %.

« One of the main reasons to quick economic recovery
was the transformation of the industrial structure in

1990s.



Pillars and drivers vary

Level 1 2
Focal frame Developing Transitional /m
Societal Basic B asic Damocracy sic Democracy
framework Democracy Transparency ransparency
Connectedness
Business Regulatory Regulatory basis , Regulatory basis \
environment Basis Entrepreneurship Enfreprenseurship
Openness
kKnowledge Basic B asic educabon Basic education
creation education Knowledge Knowledge creation
creation \ Innovation }
Infrastructure Basic B asic infrastructure Basic infrastructure
infrastructure |ICT and logistics CT and logisacs
\gh-tech / Injfa
Direction for
development ————*—'

Drivers linked to the country’s economical phase have the strongest
correlation to the GDP growth.

Drivers do not function in along run without the bases created by pillars.



Education is maybe the most important pillar
for Finland’s success

* Education system
— Equal options and free education for everyone
— Almost 40 % of Finnish adults have tertiary level education
— Only average inputs with high level outputs.

« Empowering pedagogics
-> emphases from teaching to learning
-> child based pedagogics
-> support for thinking skills
-> problem based learning
-> child as decision maker and evaluato



Other Pillars In Finland

« Creating Finland to an high level information
society

« Building up a national innovation system
 Investing in R&D (currently 4% of GNP)
* Deep democratic values

* Reliability as a cultural feature

* Entrepreneurship still a challenge!



Pillars and drivers vary

Level 1 3
Focal frame Devel oping /m\ Developed
Societal Basic lgésic Damocracy Basic Democracy
framework Democracy ransparency Transparency
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Drivers linked to the country’s economical phase have the strongest
correlation to the GDP growth.

Drivers do not function in along run without the bases created by pillars.



Promoting entrepeneurship and business, strenghts of Malaysia

Ease of doing business / Asian - Pacific rankings

Ease of Doing
Business Overall...

Closing a Business Starting a Business

Dealing with

Enforcing Contracts / N : .
| = \Construction Permits

Trading Across

Hordars 7 Employing Workers

Paying Taxes " ~'Registering Property

Protecting Investors Gvetting Credit

Singapore Malaysia -Indonesia

Weaknesses are found in a rather bureocratic, top-down regulatory framework.



Summary

Basic human rights and
social equality indicators

Freedom of expression

Trafficking in persons

Corruption

Income and wealth
equality

Powerty and basic needs

Gender equality

Globalization

Subject and/or
development
2010

Sedition Act

Printing Presses and
Publications Act

Internal Security Act

Dowin graded to TIER 3
from TIER 2

CPl down graded 3
points to rank 56

GINI up from 46,2
[2004) to 49.2 [2007)

HDI rank down 3, HPI
6,1 % [2009)

Gender income ratio
42, down 2

KOF Gl stagnated since
2006, AT Kearney Gl
2003 down 4

Content

Police Act which limits peaceful assembly, and a
mainstream media ownership structure favoring
the government.

Permits 3 censor by reguiring annual renewal of
publishing licenses and by controlling production
and distribution of foreign publications.

Act permits indefinite detention, without charge
or trial, of anyone officials regard az 3 threat to
national security, such as suspected terrorists,
individuals allegedly promoting ethnic or
religious divisiveness, and government critics.

TIER 3 Countries whose governments do not fully
comply with the minimum standards and are not
making significant efforts to do so.

The CPl rank shows how one country Compares
to others included in the index. The CPl score
indicates the perceived level of public-sector
corruption ina country/territory.

GINI O=perfect equality, GIMNI 130=absolute
inequality. (Indonesia 36,2, Singapore 42,5 and
China 48,2).

HD Human Development Index by UN, HPI
Human Poverty index=share of people at risk of
poverty [HPI Singapore 3,1%, Indonesia 17,05, ).

Percentage ratio of estimated female to male
earned income globally. (Singapore 53,
Indonesia 44).

Source

Human Rights Watch monitor
2010

Human Rights Watch monitor
2010, Freedom House Press
report 2010

Human Rights Watch monitor
2010

U5 Trafficking in Persons report
2009

Transparency Internationa 2010
[2009])

UM and World Bank - World
Development Indicators

UNDFP Human Development
Report 2009, UNData 2010

IME 2010, UNDF Human
Development Report 2009

KOF Index of Globalization 2010
[2008), Kearney Globalization
index 2010 (2007)



Malaysian weaknesses in pillars: personal freedom and

democracy Legatum Prosperity Index 2010
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Innovation society is based on good education: drivers are
too weak

Infrastructure development 2006 - 2010

Basic Infrastructure

Technological

“\! Infrastructure
Draw back ‘
Stagnation
Healthand '/ \/ Scientific
Environment Infrastructure

— 2006 —2010




Innovation is always based on people

Percentage of population that has attained at least
tertiary education for persons 25-35
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Comparison of unsatisfied demand for professional development and amount undertaken (2007-08)
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Deep Roots of Sustainable Renewal

« The change is not only industrial when striving for
Innovation economy. It is much deeper and means
transformation of the mentality and operational culture.

« Innovation is always based on people, their capability
and possibility for free expression.

 Individual and societal development towards these goals
starts at school.



The current challenge for Malaysia and Finland is the
same: We need to find the new sources to boost the next
phase renewal.
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