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To the next generation of Malaysians, for whom
the k-economy is all about and on who's shoulders
the sustenance of Malaysia's K-economy rest.



“[t must be considered that there is nothing more difficult to carry
out, nar more doubtful of success, nor more dangerous to handle,
than o initiate a new order of things. For the reformer has enemics in
all those wha profit by the old order, and only lukewarm defenders in
those who would profit by the new order . this arises partly from
the incredulity of mankind who do not truly believe in anything new
until they have an actual experience of it

— Niccolo Machiavelli (1469-1527)
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PREFACE

No student of Malaysia or Malaysian Studies can deny the
tremendous achievements the country has attained since
independence in 1957. To the doubting Thomas', a good place to
start is to compare Malaysia's achievements to those of other
countries it attained independence with in the same year. More than
the skyscrapers that dot the skyline of its capital, Kuala Lumpur, is
the ability of the country to move majority of its people out of
poverty in a rather short period of time since its independence. lts
transformation from the exporter of primary products to that of
manufactured goods can be credited with its phenomenal economic
growth and development over the years. Now comes the hard part
As the country enters a challenging phase in its growth and
development efforts, where the forces of globalisation, competition,
liberalisation and the advancement in technology are relentless, it has
to change strategics. Moving to a knowledge-based economy (K-
economy) and the aspiration to become a developed nation in the
year 2020 are some of the strategies developed by the feadership.
The foundation and initial phases of these strategies are in place
Then comes the next phase. This book is about that phase. It is about
the dynamic changes and challenges in the global system that the
country will face and the tough choices it must make to move the
country to a K-cconomy and to realising its Vision 2020 even in this
era of impermanence. The book is divided into two phases. The first
phase provides information about Malaysia’s movement to the K-
economy, it is more of a general information for those who are less
familiar with the effort. The second phase deals with some of the
tough challenges ahead and the tough choices the leadership in the
©ountry will have to make in the next phase as the country moves to

the k-economy and a look into the post k-economy era



Chapter one fooks at Malaysia's vision of moving to the k-
cconomy as well as becoming a developed nation by the year 2020,
and deals with how such a vision will be attained. Chapter two deals
with a general overview of some of the theories in cconomic
development and trics to link them to Malaysia’s k-cconomy effort
Chapter three looks at Malaysia's movement from a production
economy to a k-economy and the challenges serving as an impetus to
such a move. Chapter four deals with some of the efforts on the part
of the government to move the country to the k-cconomy. In chapter
five, private sector cHorts to compliment government cfforts to move
10 the k-cconomy are examined. Chapter sig then looks at some of
the challenges ahead

Chapter seven which is in phase two of the book looks
specifically at some of these challenges topically and in detail. It
tackles the issues of knowledge workers. Chapter eight deals with the
intangible challenges that Malaysia will have to face and suggests
ways to tackle them. [n Chapter nine, the issuc of knowledge
generation and its internalisation as well as dissemination is tackled
The generation of new knowledge will be one of the important
challenges Malaysia would have to deal with in the next phase
Chapter ten deals with how Malaysia will manage its "endogenous
knowledge.” Chapter cleven looks at one of the cornerstones of the
k-economy — lifelong learning. The Chapter also looks at why
Malaysians should be bothered with lifelong learning. In Chapter
twelve, the disturbing aspects of the digital and knowledge economy
are dealt with lssues of cybercrime, cybercriminals, cyberwarfare and
cyberterrorism specifically, are dealt with. Chapter thirteen looks at
the post k-cconomy era, what it has in store and why we should be

preparing for it. A summary and conclusion follows, ending the book




INTRODUCTION

On June 22, 2003, on the final day of the 36th Umno' general
assembly, just before 6p.m. Dr. Mahathir to the shock of the
delegates and the nation, announced his resignation from his political
posts. His announcement was met with dishelief and shouts of protest
and pleas for him to reconsider and stay on and continue 10 Tead the
party and the country. What could have made Dr. Mahathir, onc
Who is resolute and known for his Tove Tor his country decide at this
time 10 set down? He was in good health, nationally and within his
‘own party he was unassailable. Furthermore, his stature
ifiternationally has grown tremendously over the years. For someone
“who has faced many national and international challenges and in
“most cases have come out a winner, his abrupt resignation was tough
to'accept and hard to comprehend {Samad. 20021 Even though he
was persuaded to stay on, he later rescinded his decision of

: imimediate resignation, but did not change his mind and will stay
until October 2003 {New Straits Times, 2003, p.2) to facilitate the
smooth passing of the baton to his deputy prime minister

= The dic therefore is cast and Dr. Mahathir has crossed the
Rubicon, so to speak. and will not rescind his decision. Some of the
_ milestones of Dr Mahathir's 21 years in office are evidenced by the

nsformation of Malaysia. For example, per capita incomes have
ncreased about 320 percent, thus increasing quality of life and
 redlucing poverty significantly. He announced the plans for a
Malaysian national car in 1983 which came out of the assembly line
1985, took a tough decision to save Malaysia from the Asian
nancial Crisis in 1997 and succeeded, officially launched the
etronas Twin Towers i 1999 (the tallest buildings in the world at
5 writing). These and many more are some of his achievements
tthe stepping down of Dr. Mahathir also ushers Malaysia into its

Umno stands for the United Malays National Organisation




next phase of development under new leadership. This comes ata
challenging time, especially when the effort of the nation is to transit
10 a k-economy and as it aspires to be a developed nation by the year
2020. These were all goals set during the Mahathir era. With the
stepping down of Dr. Mahathir, can Malaysia transit to the k-
cconomy? Can it be able (0 attain its vision of becoming a developed
nation by the year 20202 What are some of the dynamic challenges
that it will face and haw is it going to address them? s the country
ready to make the requisite tough choices needed to transit to the k-
economy in the face of these dynamic challenges® What does the
post k-economy era hold and is Malaysia preparing for it? These and
many more of such questions are what this book has set out o try to
answer. Granted, this effort is just scratching the surface. It is hoped
that this book will generate enough interest for others to do further
research into the next phase of Malaysia's transition to the k-
economy. It is also hoped that policy makers would begin thinking
about such a phase more seriously, and begin putting into place the
necessary measures. For if they do, to paraphrase Nicholas Arthur
Rimbaud, Malaysia shall enter the splendid cities at dawn

1. Abdulai
Kuala Lumpur
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1. A VISION 1S BORN

1.1 Introduction

During the era of the Cold War, when the former Soviet Union
and the United States of America battled lor political, economic
and technological superiority, the Soviets put the firse man, Yuri
Alekseyevich Gagarin in space The American president at that
time, John F. Kennedy anteed the brinkmanship. He promised to
put the first man on the moon. Asked by some why he thought of
such an outlandish idea, to land a man on the moon and bring

him back to carth saiely™ Why America should want to send a

man to the moon at all> He answered, by quoting British

explorer, Cieorge Mallory, "hecause it is there” (Harrison and
Gilbert, 19931, Kennedy's vision, which he backed with the
requisite resousces and the power of his ollice, saw the first man
Tanding on the moon in his lifetime and subsequenty the
exploration of outer space

Today, almost forty vears alter the death of John I Kennedy

the Cold War has ended, the Soviet Union s no fonger in

existence and most of the developing countnes during his day are

fast on the track of attainimg develop nation status. But today w a
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ditterent day, cach new day brings with it a set of opportunities
and challenges. As Kennedy rightly put it. "today, we stand on the
edge of a new frontier . but the New Frontier of which 1 speak s

not a set of promises — it is a set of challenges.™ Today most of

the developing countries that are on the fast track of attaining
developed nation status are faced with difterent challenges
globalisation and the challenge of a knowledge-based era. In
1997-98 for example, most of these cconemics, particalarly in
Asia were severely impacted by the Asian Financial Crisis. To
survive and prosper, in a rapidly changing world, these
developing countrics must develop and embrace new (ormiulas
that would enable them to attain sustainable growth in this

challenging "New Economy,” a knowledge-economy. How are
these countries going 1o evolve these new tormulas® There are
those who call for a visionary with the requisite vision, and the
Bards would call for a "Moses™ o fead these countries to a
development "nirvana.” These hallow calls to stewardship and to
deliver their people to a development "nirvana® by the Bards is
heard by the visionary leadership of some developing countries
They, and their sespective countries are rising up (o the challenge
Malaysia is one of those countries in the South Fast Asia
region that has tound a visionary leaderis) who has help
transform their cconomy from just another backwater cconomy
astis the case with most developing countrics, to one that has
atained phenomenal growth and development in a rather short
span of time by development standards. Malaysia under the

leadership of Dr. Mahathir Mohamad has witnessed growth rates

of up to seven percent except during the period of the Asian

Financial Crisis. The country has moved from being a tin, rubber

and palm oil producer and exporter to that of electronics and

Speech by LE Kennedy whiles accepting the Democratic nonunation
for President in Los Angeles, 15th Tuly 1960

1
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industrial goods. The latter strategy has served Malaysia well and

has helped to move most of its population out of poverty in a

rather short period of time (see Table 1.1
Table t.1: Incidence of Poverty
Incidence of

Poverty Unit
Overalt

1970 1980 1990 1995 1998 2000 2001

% of howacholds 03 292 165 878 50055 45

%ofiii‘n?”ho\d 5660 377 201 149 150 100 74
seholds

Urban o oo e s e s

% of households

Source: The Malaysian ooy bt Fgeres 2005 Feonersic o

g Lt Makaysie

Today. Malaysia stands at the edge ol a new frontier, one
with new dynamic ecconomic challenges. [ thus needs a new
vision and strategy. The vision of Malaysia and Dr. Mahathir, its
leadership, is to move Malaysia trom a production economy to a
knowledge-based onc. In the toreword of the Eubth Malaysian
Plan 2001-2003, Dr. Mahathir said. “during the Cight Malaysia
Plan period, we will be faced with even greater challenges from
globalisation and liberalisation as well as the rapid development
of information and communications technology. We will have to
shift the growth strategy from being input-driven towards one
that is knowledge-driven.” (Eighth Malaysian Plan, 2001-2005}
Indeed, the new realities of the global environment, the
advancements in ICT as well as the emergence of the
Knowledge-based cconomy have forced Malaysia to adopt a new
strategy and vision. The new strategy is to move up the value
chain in the production of innovative and high valuc added

products. The vision is o become a developed nation by the year
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2020 Itis a tall order to fill, but like anything in lile, nothing

ventured, nothing gamed

1.2 The New Vision Policy
The adage that "necessity is the mother of invention.” coupled
with Malaysia's cfforts o attain a developed nation status by

2020 has prompted it not to rest on it oars so to speak. Its

cconomy has done well under the New Economic Policy (NEP}
and the National Development Policy (NDP} prescriptions put in
place over the years. But with the current challenges of
globalisation, liberalisation and the emergence of the knowledge
based cconomy, the government has come up with the New
Vision Policy (INVP). Basically, the New Vision Policy is the
consolidation of the eritical thrusts of the previous development
policics of the NEP and NDP with an over-riding aim of national
unity and the eradication of poverty and the projection of
moving the production capabilitics of the country up the value

chain. The compositions of the NV are listed below

¢ Building a resilient nation by fostering unity, inculcating the
spirit of patriotism, nurturing political maturity, cultivating a
more tolerant and caring socicty with positive values, and
raising the quality of life as well as increasing economic
resilicnce;

¢ Promoting an cquitable society by eradicating poverty and
reducing imbalances among and within cthnic groups as well
a5 Macrocconomic management

¢ Sustaining high cconomic growth by strengthening the
sources of growth, the financial and corporate institutions as
well as macroeconomic management;

*  Enhancing competitiveness to meet the challenges of

globalisation and liberatisation,
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o Developing a knowledge-based economy as a strategic move
to raise the value added of all economic sectors and
optimising the brain power of the nation;

e Strengthening human resource development to produce a
competent, productive and knowledgeable workforee;

o Pursuing environmentally sustainable development to reinforce
{ong-term growth (Eighth Malaysian Plan 2001-2005}

In this chapter, our focus would be on two of the
compositions of the NVP. These are, (1} developing a knowledge-
based economy as a strategic move to raise the value added of all
economic scctors and optimising the brainpower of the nation;
(11} Strengthening human resource development to produce a
kforce. Why the

focus on these two? Because they are of signilicant importance in

competent, productive and knowledgeable wo

Malaysia's efforts to move to a knowledge-based economy, and to
be a developed nation by the year 2020. Itis the view of this
author that the effective development of these two components of

the NVP would be the defining aspects of the success of the NVP

The Vision of Developing a Knowledge-based Economy as a
Strategic Move

The policy makers of Malaysia will need to provide the country
with the requisite platform that would enable it atwin rapid and
sustainable rates ol economic growth that would contribute to
the competitiveness of the Malaysian cconomy. H Malaysia is to
attain its vision of becoming a developed nation by the year
2020, it must maintain growth rates of seven percent consistently
from 1991 when Vision 2020 was launch to the year 2020, li
such growth rates are to be attained over the years, Malaysia
would have to double its national income every ten vears and
that would enable it to realise its vision by the year 2020
(Managing the Malaysian Economy. 20007, Yet, as a smalf open

7
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ternal factors and

cconomy, Malaysia can only plan ahead, but ¢
torces can atfect its plans. The Asian Financial Crisis, the 2003
SARS

epidemic affecting South East Asia, are examples. In the case of

War on Iraq, and the Severe Acute Respiratory Syndrome

the Asian Financial Crisis, Malaysia had to undertake selective
capital controls to curb the decline of its capital markets and real
cconomy. These external factors obviously disrupted the growth
trajectory of Malaysia as apart of its strategy to attain a
developed nation status by the year 2020 [t is therefore clear

that to make-up for such loses and (o hedge against future global

economic shocks and uncertainties, it must move to the
knowledge-based economy

Furthermore, declining marginal productivity of its capital

prompts the vision of moving to a knowledge-based cconomy by
Malaysia. In passing, one would hike to mention that Malaysia's
past growth was made possible by large capital investments in it
cconomy. Briefly, if capital therefore is constantly lowing into
the Malaysian economy for investment, overtime, the cconomy
would keep growing but at a certain opumum, diminishing
returns on capital invested would take place, according to the
diminishing marginal productivity economic model. In the case
of Malaysia, this was reflected in its increasing incremental
capital output ratios. Moving to the knowledge-based cconomy is
the best way to increase productivity, particularly, Total Factor
Productivity (TFP). TFP is the additional output that would resuht
from improvements in methods of production, with the inputs of
labour and capital unchanged. This includes, improvement of
technology, know-how, innovation, superior management
techniques, gains from specialisation, and increased efficiency to
mention a few. TF would contribute to enhancing the
competitiveness and value of goods and services from the
productive sectors of the economy as well as an increased
innovative capacity to enable the cconomy produce new and

8
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innovative products. It is one of the key variables in growth
accounting. Using regression analysis as a way to isolate and
quantify TFP as one of the key variables that contributes to
economic growth, a simple cquation to illustrate TFP can be

written thus

Economic Growth = Increases in Labour + Increases in
Capital + Total Factor Productivity

But why is TFP of importance o Malaysia? Because it can be
regarded as the intangible gains in productivity, usually not
accounted for through the increase in investment and labour
Indeed, it can be regarded as the measure of a country’s overal
efficiency. Economist, Paul Krugman, as it pertains to Asian
economies first raised the issue of TFP. {n an article titled "The
Myth of Asia’s Miracle” in Foreign Affuirs in 1994, Krugman
questioned the fast growth that economics in the region attained
. at that time. He contended in his article that fast growing
ceconomies in Asia had litdle or no TIT growth at that time. He
, argued that the growth of the economics in Asia at the time he
wrote his picce was due to countries in the region putting more
people to work and investing heavily (Lehner, 1995}

One country that came in for criticism in Krugman's article is
Singapore. According to Krugman, Singapore had no TH?
_growth between 1966 and 1990, He held the view that the city-
tate's economy only grew because it put more people to work;
p from 27 percent in 1966 to 51 percent in 1990 and it also
— boosted investment. Thus Singaporc's growth was through
investments and labour, not through cfficiency. This growth by
0osting investment according (o Krugman was not sustainable
Lehner, 1995) He added that similarly, socicties that invest
eavily in capital cquipment can increase their output rapidly at
1st, but would face the laws of diminishing returns. Naturally
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Singapore was outraged but quietly formed a task force to
examine ways to improve its TFP growth because it saw it as a
major source of the country's competitiveness (McDermott,

1996). In the final analysis, Krugman was vindicated. In an

interview in 1996, he added that, "cconomic efficiency is
something more subtle, it's the ability to get more out of an
cconomic input” (Williams, 1996). The essence of stressing on
TEP is that if Malaysia has to move to the k-ccanomy and to
increase productivity growth and efficiency, it must educate and
train the requisite knowledge workers. The issuc of knowledge
workers is tackled at length in this book

1. Strengthening human resource capabilities to produce a
competent, productive and knowledgeable workforce
The vision to move Malaysia from a production based
economy to a knowledge-based one would require a
substantial amount of a knowledgeable workforce o fuel
Malaysia's sustainable growth and foster its competitiveness
as it prepares itsel to become a developed nation by the year
2020. The strategic plan to strengthen the human resource
capabilities is therefore in order. The policy thrust to

attaining such an end include

*  Lxpanding the supply of highly skilled and knowledge
manpower to support the development of a knowledge-
based economy,

o Increase the aceessibility to quality education and
training to enhance income generation capabilitics and

quality of life;

* lmproving the quality of education and training delivery
system to ensure that manpower supply is in line with
technological change and market demand,

0
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o Promoting lifelong learnimg to enhance employability
and producuvity of the labour force;

o Opumising the wtilisauon of focal labour,

o Increasing the supply of S&T manpower,

e Accelerating the implementation of the producuvity-
linked wage system;

*  Strengthening labour market information system to
increase labour mobility;

o Intensifving etforts to develop and promote Malaysia as a
regional centre of educational excelfence

»  Reinforcing posstive values (Eight Malaysian Ilan 2001-
2005}

From all of the above policy thrust, a couple would be
extracted and given further explication. The firstis the
expansion of the supply of highly skilled and knowledye
manpower to support the development of a knowledge-based
economy. Malaysia knows that knowledge workers are
important in its cfforts  move to the knowledge-based
economy. Consequently, it must put in place the requisite
plans, programmes and policies that would increase the
supply of knowledge workers. Chapter 7 of this book have
addressed i detail the issue of k-workers. fe must expand
opportunities in education and training. The country must
also put into place the mechanism that would foster and
encourage continuous fearnimg. But it must be stressed that
the proposed expansion of the education and traming
programmes should concentrate on how the future and
current knowledge workers ol Malaysia aceure, synthesise
create and deploy knowledge. They mustalso be imbued
with entreprencurial skills, Henee, just getting an education
alone today is not cnough and certainly, chasing paper
qualifications by some Malaysians without the requisite

T
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academic rigour and experience is also not going to help
This is evidenced from the numerous unemployed university
graduates, who are unable to meet the tough requirements of
the private sector {New Straits Ttmes, 2002, p 71 Thus, a new
type of education that places emphasis on skills, acquisition
of knowledge and cffectively applying them to the
sustainable growth and development efforts of Malaysia in
the k-era cannot be emphasised enough

1t Malaysia is to prosper and survive in the knowledge-
based cconomy era, access to quality education must be made
available to all of its races. Each and every Malaysian, no
matter their race and religion has an important role to play in
helping the country attain its vision of a developed nation
status in the year 2020. Certainly, the role to be played by
each group in Malaysia to move the country to the k-
cconomy is equally important. Thus Malaysians of all racial
persuasions and beliefs should stay alert (o any group be it a
political, religious, racial or cconomic concern that tries to
drive a wedge between the peaple. Extremism has no place in
a multiracial society. The world is full of examples of the
devastative cffects of extremist. [Dr. Mahathir Mohamad,
speaking at the "One Nation, We Care,” gathering at the
National Stadium in Bukit Jalil, Kuala Lumpur in July 2002,

expressed the same concern of how extremism on the part of
some Malaysians could lead to instability. He said,
“confrontations will take place, escalating to riots, as in 1969

if we ignore history, we will be repeating the same

mistakes.” He continued, “Extremism breeds extremism

When one race has people who are extreme and do not
respect the feelings of other races, then the other races too
will indulge in extremism” (New Straits Times, 2002, p. ta2). If
such extremism were Lo lead to instability, it would detract
trom Malaysia's efforts to move ta the k-cconomy and to

12
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attain a developed nation status, using its anique human

resources of diverse races and religions

Finally, having access to education and traming
opportunitics alone are not enough to develop the requisite
knowledge manpower to fuel the Malaysian cconomy in ity
move to a knowledge-based cconomy. Autention must also be
paid to increasing the cflectiveness and clficiency of the
education and training delivery systems. Skills imparted must
help the student to be able o develop the abilities to atain
competency in solving problems as well as the ability to be
innovative and 1o be able to generate new ideas. Students
should not be tested on just passing examinations. Emphases
shoutd be placed on whether they understand the problem
and have them show how to find solutions o such problems
Hence, new and dynamic subjects should be introduced
which should be germane to the changing times. Education
and training should also touch on arcas that instil in students
skills such as elfective communications, management and
supervisory skills. Courses that teach the acquisition of skills

in the areas of new technologies should also be encouraged

Planning and Implementing the Vision

The vision of moving Malaysia (o the k-cconomy and for the
country attaining developed nation status was an idea developed
through rescarch, consultative clforts and a dehiberate policy plan
?o increase and sustain growth and development of the country
It could also be added that external conditions, such as
#globalisation and advancements in 1CT have all contributed to
the development of such a vision. But what is important is that

Y nation that wants to develop and continue to grow must
nstantly devise ways to face dynamic changes in the global
wvironment. According 1o Dr. Mahathir, "a nation that does not
constantly reform itsell and is not willing (o try new ideas and

13
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strategies; an cconomy that is unable to quickly reinvent itsell
and then o quickly reinvent itsell again, will soon be left behind
in today's tast-moving world, a world butfeted by new ideas and
concepts such as globalisation, borderless econoniies, disregard
for sovercignty of nations and unlimited as well as conlfusing
information” (Mohamad, 2000}

The planning process of the vision entailed inputs from
diverse sectors of the economy, academic institutions, think tanks
and the general public. Debates and discussions were held at
policy fevels in the country and concerns as well as divergent
views were taken into consideration. All these views were taken
into perspective in designing and planning the vision. Now that
the vision has been planned, implementing it took centre stage
Here the government had to codify it as a national policy and a
goal in its overall development strategy in the form of the NV
as already explained in this chapter, Directions were given to the
appropriate divisions within the Federal and State governments
to cttect its implementation. Resources were made available to
these bodies from approvals of the national budgets to support

the implementation exercises, These resources are not confined

to financial only but also include the requisite human resources in
the form of advisors and specialists, The private sector in the
country has also been engaged to contribute to the
implementation of the vision. There is also a role for educational

institutions and Think Tanks in this effort

Walking the Talk of the Vision

The process of attaining Malaysia's vision goes beyond the
provision of the requisite resources. There must be an un-ending
political will that should continue to fuel the embers of the vision
until it is realised. A vigorous and continuous marketing of the
vision to the populace and to Malaysia's neighbours as well as
friends and well-wishers around the globe must be in place. If

14
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such is not done, the populace could soon lose enthusiasm for the
idca, which could have an impact on achicving the vision. The
continuous marketing of the idea to outsiders would ensure that
they buy into the vision through direct investments in the
country and their investments would help to compliment
government fiscal efforts to realise the vision. Furthermore, to
attain the vision, the government must be obstinate in its

decisions and support of projects and programmes that pertain to

the vision. If it says one thing and does another, it would losc the
credibility needed for the success of the vision. Its fortitude and
support of the vision should be unwavering

It is also important that thosc in policy positions be open to
good and innovative ideas that would contribute to the
attainment of the vision. [gnoring innovative ideas because they
did not originate [rom certain quarters or that they might require
the making of tough decisions would be relegating the
attainment of the vision to the back burner. Finally, thesc at the
helm of steering the nation towards attaining the vision must
‘accept responsibility when they make mistakes in the process for
to err is human and to forgive is divine. Requisite steps must also
be taken to address those problems quickly before they derail the
wision. They must also be willing to accept constructive criticisms
if such are founded and would contribute to the greater good of
the nation and help it achieve its vision. At the same time, they
should be flexible and nimble to implement changes, proactively
with resolve and tact. But it is not only the policy makers that are
Harged with helping Malaysia attain its vision. All Malaysians
charged with helping the policy markers by contributing their
h;-e in diverse ways to help the nation achieve its vision. The
laim by some in the populace (hat ini adalah tanggungjawab kerajaan
s s solely the job of the government; is misplaced. The
Hntry would attain its vision if all hands are on deck. The caltis
 all aboard the vision train

15
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1.6 Realising the Vision
For Malaysia and Malaysians to realise their vision, they should
see no limitations and must hence let no one set limitations for
them. They must be realistic to understand that there are going
to be hard times on the way like the Asian Financial Crisis, The
country may face temporary setbacks in such times but it must
keep its focus, by keeping all eyes on the vision. There must be
the realisation amongst the people that a vision is the future, the
tomorrow that becomes today, the present. Indeed it is the
unreachable that becomes reality. To this end, and with this
realisation, they would be able to "conquer the Alps in the
Winter As an clucidation to this quote, a pedagogue in history
is appropriate. History has it that a Roman military tactician
during the war of Trebia in 218 B.C. advised that, “the Alps in the
Winter form an impenetrable barrier” Hence the Romans
assumed that they were safe and protected from attacks. They
shrugged-off Hannibat's plan to attack. The Romans were
surprise when Hannibal swept down the Alps with his clephants
10 defeat them at the battle of Trebia in 218 B¢ Similarly, those
who claim that it is impossible for Malaysia to achieve its vision
could be surprised. But the onus is on Malaysia to pull it off. The
nation must mobilise behind this effort, working with a united
sense of purpose to realise the vision. Any "sclf-destructive

attitude” of “I got mine, to hell with them” complexes would be
defeating and can derail the attainment of the vision

The government must continue to have the economic
fundamentals in place; its macroeconomic fundamentals must he
continuously enhanced to weather the changing tides of
globalisation. The role of the government as an important
facilitator to help the private sector in growing the economy
must not change. Furthermore, the government should not be

afraid to take decisive action against adverse internal or external

forces that may affect the growth of the economy. The "Winning
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Formula’ that have helped Malaysia move from a tin, rubber and
palm oil exporter to that of clectronics and manufactured goods
should be maintained. Finally, for Malaysia and Malaysians to
yealise their vision, peace and stability must pertain Tt must be
the watchword, Without peace and stability, socio-cconomic and
political growth and development would be elusive; hence the
shove to a knowledge-based economy and a developed nation

status by the year 2020 would not be possible

Conclusion

A vision is yesterday defined today. Malaysia's Vision 2020 1s
where Malaysia wants to be tomorrow defined today. Butin its
fforts to attain this vision in a dynamic and uncertain global
nvironment, there are going to be peaks and valleys, day and
ights but at the end of the day, if the country and its leadership
ire armed with a burning paticnee, as Nicholas Arthur Rimbaud
854-91) once said, they will enter the splendid cities. The
efforts so far and the dedication on the part of the leadership
point to such possibilities. Thus this journey of a thousand miles
35 Lao Tzu (570-490 B.C) once advised has already begun. The
irst steps have alrcady been taken; the subsequent steps must
Hlow in the same rhythm and tempo as the first. Going forward
n this journey, the challenge would be, being nimble and
flexible and having the ability to respond swiftly and adequately
to hurdles and unforescen occurrences in the domestic and global
environment. With such fortitude and perseverance, the vision
Wwould be attained







2. THEORETICAL CONTEXT OF
MALAYSIA’S K-ECONOMY IN
ECONOMIC DEVELOPMENT

tails asserted that: “the challenge of development . s to
prove the quality of life. Espeasally in the world's poor

untrics, a better quality ol fife generally calls for ugher

comes — but it involves much more. Ie encompasses as ends in
emselves better education, higher standards of health and
trition, less poverty, a cleaner environment, more equality of
pportunity, greater individual freedom, and a richer cultral life’
World Development Report, 19913 Agamnst this backdrop, all these
ho have followed the development traicctory of Malaysia from
the early days of independence when it was a rubber, tn and oil
Palm producer 1o today where most of its exports are
anufactured goods and electronics would not be surprise at how
has been able to raise its income levels and subscquently be
ble to improve the quality of life of its people

As Malaysia moves 10 a knowledge-based cconomy, it would
prudent to explore under what developmental theoreucal base

such development plan/policy traiectory is built on. To do that

[
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this chapter would offer a general overview of most of the
competing development theories’. With such an overview, it is
hoped that this would offer valuable insights and perspectives
into the different development theories used for different
cconomic circumstances and stages ol growth. Brief criticism of
cach policy would be given after each theory and at the end of
the overview of these theories, an effort would be made to
reconcile the differences and linking such to Malaysia's move to
K-economy. It should be noted here that the cffort in this
chapter is not to offer and exhaustive elucidation of the theories;

rather it is to be able to show some links, more of a guide, with

such an overview of these theories to the K-cconomy and why
Malaysia's move to a k-cconomy draw from some of these
theories. With such, it is hoped to offer the reader the
opportunity to ponder on some of the salient features of the k-
cconomy and its importance in development theory.

The major conventional economic development theories
over the last five decades have five major different leading

theories. These theories are as follows.

(1) Lincar stages of economic growth theories
(2) Neoclassical structural change models

(3) International dependency paradigms.

(4) Neoclassical Counterrevolution model

(5) The New Growth Theories

Most of the development theories in this chapter were drawn from the]
work of Michae! Todaro, especially his book Economic Development in the
Third World o
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The Linear Stages of Growth Theory

_Rostow’s Stages of Growth Model
1) The first of these theories is the linear stages cconomic
growth model by the late W.W. Rostow. an American
economic historian who, around the 19505 and 1960, first
advocated it According to this theory, the process of
development was viewed as that of successive stages through
which all countrics who wish to develop must pass through
According to Rostow industrialised countries have passed
through this stage. hence developing countrics have o
follow a certain set of rules of development to attain their
development goals. These stages are: {al the traditional
society stage (b] the preconditions for take-off stage {c] the
Hake-off stage {dj the drive to maturity stage and (¢] the age
of high mass consumption stage {Rostow, 19621, According
10 this theory, for developing countries to move from the
Ppre-conditions” stage to “take-oft” stage. the mobilisation ol
domestic and foreign savings for investment, which, would
lead to economic development of their various economies, is

necessary

Harrod-Dormar Growth Model

ha view is also captured by Harrod-Domar in their cconomic
opment and growth model. The Harrod-Domar Crowth

el postulates that every economy must save a certain

portion of its national income to attend to recurrent cost

ated with capital goods in its cconomy. But for such an
Omy to grow, the cconomy must create additional capital

Or new investments. This model assumes that there is a
#eonomic relationship between the size of otal capital

K) and total GNP (Y. Such a simple madel of cconomic
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growth by the Harrod-Domar model can be represented by the

following equations { Todaro 2000)
S=5.Y n
Savings (S} is some proportion, s, of national income (Y}

| = K (21

Investment (1} is defined as a change in the capital stock (Ki

LI Kor AK = KAY
AY

According w this model, since otal capital stock (K has a dired
refationship to total national income or output 1Y1. Such a

capitalfoutput ratio is expressed thus in cquation 3

Total Savings (81 is equal to investment (11

$.Y = KAY = AK = lors. Y = KAY (5]

and {3} can be written as in

A combination of cquations (1}

{41, savings is equal to investment

AY
YK

6

Equation (6] is the simplified version of the Harrod-Dormar

cconomic model, This equation states that GNP {AY/Y ) is



FHEGRETICAL CONTEXT O MALAYSIA™S K- CONOMY 15 FCONOMIC DEVTLOPMI ST

ined jointly by national savings ratio {5} and the national
000}

So what is the cconomic fogic of the Flarrod-Dormar theory

sital/output ratio (k} (Todaro,

expressed in the above equation (617 Simply put, the theory
that in order to grow, cconomics must save a certain
sportion of GNP, which must be invested productively. Hence
more these economices can save, the faster they can invest and
faster they will grow. The theory also holds that the rate of
growth at any level of their savings and investment will

ine how productive these investments may be

icisms of the Linear Stages Theory

stow and Harrod-Dormar models are often criticised as been
simplified. Critics hold that these models are too simplistic,
wse they casily assume that cconomic growth and

lopment is easily addressed by simply increasing national
Angs and investment. These eritics argue that if capital and
tment were the sole constraints, then attracting Foreign
Investment (FDU or foreign aid could casily solve such
traints by developing nations. Hence the notion that those
tions have to rely on savings (o create capital for mvestment
 growth and development is too simplistic a theory

Another critique of these models is on the way they prescribe
velopment and growth as occurring. This did not always

ppen. This is because savings and investment alone are not a
’Cient condition for development and growth. Besides, the
ents that because these models worked elsewhere, say in
West, the implicit assumption by some Western development
Romist that it will work in most developing countries is a leap
ith. Finally, the madels have been criticised as not taking

89 consideration the fact that developing countries are highly

&rated into a complex international system which is capable

Rullifying the hest development strategies these countries may
23
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adopt, due to forces beyond their control. Those who belong to
the international dependency paradigm school often argue such
criticism. Their criticism if clearly analysed seems to argue that,
merely “removing obstacles” and providing “missing component
such as capital, foreign exchange, skills and management do not
easily attain development

The failures associated with the Rostow-Harrod-Domar
theories of economic growth and development, especially its
inflexibility has brought about the emergence of a theory that
combines both economic and institutional factors into a social
systems model of international development and
underdevelopment. This theory is captured by the international
dependency models (Amin, 1971, Frank, 1968)

2.3 The International-Dependency Models

The Neoclassical-Dependence Model

The international dependency models view developing countries
as heset by institutional, political and economic rigidities
internationally and domestically. These countries they contend

are also caught up in a dependency relationship with rich
developed countries. One of the arms of the theory subscribing

to this view argue that developing countries” underdevelopment,
dilemma has its historical roots in the evolution of a highly
uncqual capitalist system

This arm, an outgrowth of Marxist thinking (Marx, 1969),
asserts that rich countries in this unequal relationship consist of
the core and the poor countries the periphery. The core thus
extracts surplus from the periphery. This arm of the internation
dependency school further assert that inside the periphery, therg
are certain groups such as clites (comprador groups) who
perpetuate the international capitalist system of inequality; thusg
their actions inhibit any genuine cfforts of reform that might
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benefit the masses to free themselves from the cconomic control

of developed countries

Criticisms of the International Dependency Model
There are many criticisms of the International Dependency

Model, but one ol the most important (o be highlighted here is
that dependency retards growth. Briefly, the theory holds that
growth is limited by decapitalisauon of the dependent country
Decapitalisation takes place through trade funcequal exchange)
and direct transfers of capital in the form of profits, royalties and
debt payments. Yet, these terms of trade and direct capital
transfer argument, lack any solhd theoretical foundation. As it
pertains to the terms of tade, the fact that the terms of trade
argument is based only on the predominance of primary product
exports from Less Developed Countries {1DCs), itis off the
mark. This is because a new international division of labour is
“emerging in which many LDCs Tike those in Asia are increasingly
fexporting manulactured goods and services. The criticism is that
of dealing with capital outflow and inflows. Since capital outflow
is greater than capital inflow, there is this deduction that there is
2 net capital transier from the periphery to the centre. But the

mere difference between upsml outflow and inflow does not in

itself represent capital loss (Caporaso and Zare, 19811

False Paradigm Model

second arm of the international dependency model of
development is often referred 1o as “the false paradigm model”. It
tributes the underdevelopment of developing countrics to
Saulty and inappropriate advice provided by well meaning but
ften uninformed international “experts” advisers from
ultinational or donor agencies who are mostly ensconced in
3ss offices in developed countrics. The advices these so-catled
EXperts” offer are often clegant and sophisticated, with complex
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econometric models but they often lead to inappropriate or
simply incorrect policies with devastative consequences for
developing countries

Furthermore, “the false paradigm model” points to the fact
that most leading university intellectuals; high-level government
economists to mention just a few; most of whom got their
training in developed countries, where they unwittingly acquire
“alien” concepts and theorics which are inapplicable to
developing country situations to whom they may eventually
return. They therefore unknowingly become apologist for the
respective Western countries in which they have studied in, thus
contributing unwittingly to the underdevelopment of their

various countries.

Criticism of the False Paradigm Model

Again this model is based on assumptions. The fact that some ot
the intellectuals and high-level officials in developing countries
got their training from developed countries does not mean that
they all acquired "alien” concepts and that they became apologist
to the respective Western countries in which they have studied.
In tact, most of the leaders and thinkers of developing countries
studicd in Western countries but when they returned they fought
against colonialism and Western domination and led their
respective countries to independence. They applied what they
learned in the West to the cultural and environmental conditions
of their various countries and were able to develop despite the
impact of colonialism and neo-colonialism. Today, what is
actually happening is that most of the people from developing
countries educated in developed countries do not return. Hence

the arguments put forward by this theory are porous,
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24 structural Change Models

:: The Lewis Theory

Two other prominent mainstream Western theories of
development in this buok that this author will bricily touch on
are the Lewis Theory of Development and the Structural Change
and Patterns o Development models. These twa theories are
often referred to as the Neoclassical Structural Change models
“These theorics focus on the mechanism by which
anderdeveloped cconomies should transform thew domestic
yﬁconomlc structures from a heavy emphasis on subsistence
griculture to a more modern, more arbanised, and more
industrially diverse manalacturing and service economy. The
theory of Suructural Change employs neoclassical tooks such as

price and resource atlocation, as well as econometnes o show

ditional overpopulated rural subsistence sector. This sector
ording to Lewis is characterised by zero marginal labour
productivity and he classitied the labour i this sector as “surplus”
at can be withdrawn from the agricuhural sector withoat a loss
F output. Lewis' model also consists of a highly productve

mbdern urban industrial sector into which the surplus labour

om the subsistence sector can be gradually transierred

- The emphasis of Lewis model 15 on the process of labouwr
sfer and on output and employment growth in the modern
Ctor. The growth of this scctor s built on the assumption that
italist” reinvest all their profite. Also, there is the assumption

Lewis that levels of wages s the usban sector are assured to be
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constant. These levels of wages are determined as a given
premium over a fixed average of subsistence level of wages in the
traditional agricultural scctor. Lewis further assumed that urban
wages would have to be at least 30 percent higher than the
average rural income to induce workers to migrate to urban arcas,
Thus at such a constant wage, the supply curve of rural fabour
will be considered as perfectly elastic

Figure 2.1: Two Sector Economy and Growth in the Modern
Sector

K>Kz>Ks

Real wage (MP)

[
Quantity of fabour

Source: M P Todaro, Ecanomrc Decelopment i The Thizd Werld
(New York and Lorddon: Longmian, 2000}

The graph is a simple illustration of Lewis' model showing
two-sector economy and growth in the modern sector. Real waf
(MPL) are represented on the vertical axis. The quantity of Tab
is on the horizontal axis. OA on the vertical axis represents the |

average level of real subsistence income in the traditional or
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subsistence sector. OW on the vertical axis represents the real
wage in the modern capitalist sector, At this wage according to
Lewis, the supply of rural labour is assumed to be “unlimited ™ The
supply curve W
elastic. This means the modern sector can hire as many surplus

> at this wage level can be deseribed as perfectly

rural workers at an urban wage OW . a wage rate above OA
hich is rural wage, without a fear of rising wages

The graph show that at the initial stage in the modern sector

I on the supply curve is the profit
naximisation point where cmployers from the modern sector
ume the labour they have hired from the rural sector is equal
the real wage iMargmal Physical Product is cqual o real wage
). At F, total modern sector employment will be cqual to OL,
ints OD FL would represent total modern output. OWFL will

esent total output paid to workers in \hc torm ol wages. Area

wxl[ accrue to capitalists
But according to Lewis, it is assumed that capitalist reinvest

profits that accrue o them. Such a reinvestment will cause

will cause the total product carve in the modern sector

It then includes the marginal product demand curve for

f to rise. Such an outward shift i the labour demand curve
own by line 13 7k 1. The new equilibrium point for the

™ sector is G with the employment of O workers. Total
tin this case will rise to OD Gl and total wages and profis
increase to OWGLL and WD G respectively. Resvestment of
will repeat the process,

is' model assumes that the process of modern sector

h and employment expansion will continue until all susplus

bour is absorbed into the new industrial sector. When
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such a goal is attained. any additional workers withdrawn from

the agriculwral sector will be ata higher cost of lost iood
production. This is because, declining land land ravo means that
the marginal product of rural fand 15 no longer zero The land
supply curve will slope positively as modern sector wages and
employment continue to grow. At this juncuure, the Lewis model
assumes that the structural transtormation for economic
development have taken place. Economic activity would have

shifted from traditional rural agriculure o the modern sector

Criticism of the Lewis Model
The Lewis model is often enticised as not applicable o
contemporary conditions and realities ot developing countries,
The model according 1o critics, implicitly assumes that the rate
land transfer and employment creation in the modern sector is
proportional 1o the rate of modern sector accumulation. The
question then asked is, if alternatively capitalist reinvest their
profits in more sophssticated fahour-saving capital cquipment
cather than the duplication of thesr existing capital as the model |
assumes, what would be the repercussions™ The result would be
(hat alt extra income and output reafised from growth would go
1o the Few owners of capital. GNP would rise but income as well
as unemployment Jevels would remain unchanged. There would:
therefore be no change in the aggregate social welfare
Another critique of the model is its assumption that surplus
savings exists in rural arcas and in urban arcas; hence full
employment is realised. Such an assumption does not hold
most countries in the developing world. Contrary, most urban .
Jreas or cities in developing countries are usually overpopulateg
‘ with most of the population being unemployed (Stryker, 1979
Even though there may be some seasonal or acographic ;
exceptions to this rule, we assume that urban surplus savings i
more the norm than Lewis assumes about rural surplus saving®:
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Other entiques of the Lewis model centre on its assumption

that the competitive modern sector will guarantee the continued

xistence of constant real urban wages. This according to ewis
ifl continue up Lo the point where the supply of rural surplus
savings is exhausted. Lewss" assumption does not apply in
_contemporary developing countrics. Contrary, in developing
countries of today, wages tend to rise over time relative to rural
comes. Besides, institutional factors te. cwvil service wage

ales, multinational corporations hiring practices, union wage
gotiations all tend to go against the existing forees of

petition in savings markets in developing countries. Thus
hiles the Lewis model is a valuable contnbution to the literature
development cconomics, particularly otfering a better
iderstanding ol the importance of the process of sectoral
teraction and structural change, it needs to be greatly moditied
fit current conditions or situations of many developing

untries.

ctural Change and Patterns of Development Model
-other Neoclassical Structural Change model is called the
itterns of Development” model. Hollis B. Chenery, a Harvard
omist is renown for his work in this area {Chenery 1979,
nery and Syrquin, 19751 Hollis and Chene

Harvard cconomists, based the structuralist model of

v. who were

Hopment largely on their work pertaining to developing

ies. They examined patterns ot development for numerous
oping countrics between 1950-73. Empincally, all those
tibe 10 this school of thought emphasise that both

ic and international constraints impede the development
foping countries. Domestic constramts include resource
ent, population size and government policies and

s. International constraints on the development of
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developing countries include access o external capital
technology and international trade

The focus of this model 15 on the sequential process through
which the economic, industrial and institutional structures of an
underdeveloped economy can be transformed overtime. Such a

transformation according to the model would replace traditional

~onomic growth. In this model,

agriculture as the engine of ¢
increase savings and investments are perceived as necessary but ing
themselves are insufficient conditions for economic growth .
Other factors according to this model are necessary for such to
oceur. These are described as "interrelated”. These "interrelated”

factors are those that can help change the structures of developing

countries from traditional 1o modern. These structural changes
involve the transformation of production, changes in the
composition of consumer demand., international trade, resource
use, as well as changes in urbanisation and the growth and
distribution of a country's population. Thus in a nut-shell, it
should be noted in passing that the structural change and patierng
of development model recognises that developing countries are
part of this highly integrated international system, popularly
known today as globalisation. This globalisation can both hinder
as well as enhance their cconomies as elucidated on in this book
{see Chapter 3 page 55 on Malaysia and Clabalisation)

Criticism of the Theory

The main thrust of this mode! is that development can be
regarded as an identifiable process of growth and involves
change. The main features of such a process are thus regarded as |
been similar in all countries. It is within such a thrust that the

akness. First, the assumption of the model is that

model has its w
of "one size fits all.” To contend that the process of growth and
change are similar in all countries is further trom the truth
Different countries have different resource endowments,
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circumstances, capacitios, crvronment and various other factors
that may alfectits pace. pattern or quality of development
Second the model also holds the view that, despite the dificrent

nt countrics that may atfect their

“gircumstances in ditfe
development, one can sull sdentify certain patterns that do oceur
in almost all countries duning the devetopment process. These
patterns thus attect the choice of development policies that

developing countries pursue. Hence, they argue, the "correct

ring about sustainable growth and development

Such an assumption is highly optimistic and does not take
into consideration that external factors in the international
mvironment can have devastative etfects on the ecconomices of
ost developing countries even if the "correct mix” of
development policies were pursued; they could still be at the
ercy of external factors. The Agan Financial Crists of 199798
a good example. In fact, the International Dependency School
are also less sanguine about these assumptions. They argue that
e diverse range of statistical averages of diverse developed and
Aeveloping nations calculated by Structural-change cconomist is
Timited practical value m identilying the critical factors in a

articular nation’s development process (Amin, 1971
Neoclassical Counterrevolution Models

Challenging the Statist Model

e ascendancy in the 1980s in Brtain, the United States and in
e former West Cermany of conservative governments {Ronald
agan in the LLS ., Margaret Thatcher in Britain and Helmut
ohl in Germany) could be atuributed to the rise of the
oclassical counterrevolution model i cconomic theory and

’ olicy. This theory was heavily biascd towards supply-side
Croecanomic policies, rational expectations theones and the
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advocacy for the privatisation of state owned enterprises. The
neoclassical counter-revolution models also called for free
markets, the dismantling of statist planning, public ownership
and government regulation of economic activities in developing

countries. At this time, the neo-classicists controlled most of the

powerful positions on the board of international financial

agencies. The leading writers of the counterrevolution mode,
Lord Peter Bauer, Decpak Lal, lan Little, Bela Balassa, Anne
Krueger and Jadish Bhagwati to mention a few, argued that it is |
state intervention in economic activities especially of developing
countries that stows economic growth. Thus underdevelopment §
as these neoclassical counterrevolutionaries see it, results from
poor resource allocation duc to incorrect pricing policies and tog
much state intervention by governments especially in the
developing world

For developing countries to develop, they contend that lhcl
governments must allow free competitive markets to flourish
They must promote and expand free trade as well as privatise
state owned enterprises. They further argue that, governments i
developing countries must rid their cconomies of a plethora of
government regulations, price distortions in their factor, product,
and financial markets. An extreme of this neoliberal argument
falls under the banner of public-choice theory or what have
common been referred to in certain quarters as the New Politica
Economy Approach. They hold the view that governments can do
little right. According to those who subscribe to Public Chaice
Theory, they assume that politicians, bureaucrats and citizens a
solely from sclf-interest, hence they use their power for their
selfish ends. Citizens are not innocent cither, they use their
political influences to exact "rents” {benefits) from government
and government policies. Politicians are guilty of using
government resources to consolidate and maintain their position§
in power, whiles bureaucrats are known to use their positions to 3
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vact “rent” {rom Gtizens who are themsetves rent-seckimg " The

¢ result is the reduction inindividual freedoms. heace those

riticism of the Theory

t, most of the arguments of the neoclassical

nterrevolutionarics might not have taken into consideration

& social-cultural, imnsticutional and structural Circumstances of
Toping countries. Most of the markets in these
intrics are weak and do not have the requisite structures 1o
pport free market systems. Thus the unquestiomng exaltation of

markets and open ccanomies s open to debate. Also. the

e traditional neoclissical models are a divect owtgrowth of the
rrod-Domar and Solow maodels. Robert Solow's neoclassicat
owth model is one of the seminal contributions to the

fassical growth theory by expanding on the | arrod-Dornar
odel.” The Traditional Neodassical Crowth model stresses the
Portance of savings According to the Traditional Neoclassical
owth models, the liberalsauon ol national markets would draw

estic and loreign investment would contrbute o the increase

220w was awarded the Nobel Prize in Economies i 1987 for this maode]

35



CHAPIER 2

holds that outpur growth results from one or more of three
factors, increase in the quantity and quality of fabour, increase in 3§
capital and improvements in technology. Increases in the
quantity and quality of fabour can be achieved through
population growth and education, whiles and increase in capital
can be attained through savings and investments, The theory
further holds that closed economics therefore would grow slowly
{other things being equal) in the short run because of their low
savings rates. Open cconomies, through trade and foreign
investments would experience a higher income convergence due
to the flows of capital from rich countries to poor countries. This
is because capital labour ratios in these countries are lower and
thus returns on investments are higher. Thus governments of
developing countries who impede inflows of FDIare going to

retard the growth and development of their economies

Criticism of the Theory
One of the criticisms of this theory is that, there is the
assumption that all developing countries are the same. What
these Neoclassical Growth theorist forget is that, the economices
of these developing countries as well as their organisational
structure are ditferent. Other cultural and environmental
differences amongst them do not call for the blanket application
of this theory to all developing countries :
One of the weaknesses of the neoclassical growth theorics is
that it has failed to show the source of long-term economic
growth. The literature instead concentrates on the dynamic
process through which capital-labour ratios approach long-run
equilibrium. Neoclassical growth theories have also failed to
explain the remarkable consistent pace of historical growth in
cconomies around the world. This disenchantment with the
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aditional ncoctassical models of cconomic growth mtensibed
ring the era of the Third World Debt crises tsee, Payer, 1974
Delamaide, 1985, Ceorge, 19921 These traditonal theones were
it a loss to explain the cause of these erises and particularly. the
amatic nature of the disparitics in cconomic perlormance across
ountrics. These shortcomings nclide the iability o explam the
g;utﬂuw ot capital from poor to rich countries. Furthermore. most
eloping countrics, parucidarly in Atnca that are open and

ave the right macro cconomic policies in place stilt tind it
ifficult to draw in DI due to the perceived negative image that
the region has in the eyes of external ivestors. Thas being open

Jone is not cnough

fhe New Growth Theory

- Ohne of the weaknesses of the neoclassical growth theones as
ready pointed out is that they have tailed o show the sowrae of
bngAtcrm cconomic growth. The hterature instead concentrates
in the dynamic process through which capital-labour ratios

ipproach long-run cquilibrium. Neoclassical growth theories

Debt crises. These tradivonal theories were at a loss to explain

the cause of these crises and particularly, the dramadie nature of
e disparitics in cconomic pertormance across countrics. These
hortcomings including the inahility o explam the outflow of
eapital from poor (o rich countries, which were some of the basis

at gave, rise to the newest approach to the cconomic growth

uarters as Indogenous CGrowth Theory
This theory holds that GNP growth s a satural consequence
Flong-run cquilibrium. Fven though this theory bears
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resemblance o the neoclassical growth theory in some ways, in
others it does not. Its underlying assumptions and conclusions apgl
different from the neoclassical growth theory. For example, the
endogenous growth model discards of the neoclassical assumptiog

ol diminishing marginal returns to capital. Rather, it holds that

there is an increasing return to scale in aggregate production. ft
also believes that externalities have a role in determining the rate
of return on capital investments {Stern, 1991, Helpman, 19921
The theory also secks to explain why there exist a divergent long]
term growth pattern among countries and the reason for
increasing return to scale. Furthermore, it agrees just like the
neoclassicals that technology is an important contributor to
growth and development but holds the view that such is not a
necessary condition to explain Jong-run growth. But one most
important aspect of this model is that, it has helped to explain th
anomalous flows of capital that have exacerbated wealth
disparitics between developed and developing countries. The
theory contends that, the potentially high rates of return on
investment offered by developing economies with their fow

T levels of

capital-Tabour ratios are greatly croded by low
complementary investments in human capital (education)
infrastructure, as well as research and development {(Romer, 1981
Lucas, 1988, Barro, 19901

Finally, unlike the neoclassical counterrevolutionaries
endogenous growth theorists hold the view that government
must play an active role {not a passive role} through its policies
promote cconomic development. This can be achieved it
governments invest dircetly or indirectly in the formation of
human capital (education, encouragement of FDUinflows and
their investment in knowledge-intensive industries as well as

technology and [CT.
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¢iticism of the Theory

One of the criticisms of the theory is that some aspects of wsull
ain rooted in the neoclassical tradivon. Most of these

ements of its ncoclassical roots are not appropriate and not
pplicable in most developing countries. A few examples here
ould suffice. First, the theory's assumption that there is a single
tor of production as well as that all sectors are symmetrical

en does not permit the crucial growth-generating reallocaton of
bour and capital among the sectors which have undergone

nges during a transformation {Todaro, 20001, But the theory
salso overlooked the numerous inclficiencies in developing
tries that have mpeded their growth and development such
fack of adequate infrastructure. weak mstitutional frameworks
corruption, instability and poor capital markets. More
ortantly, these inctticiencies vary from one developing

ntry to another. The mability of endogenous theory to realise
important factors makes 1ts applicability to the stady of

s of devclopment in developing countries rather limited

it, the theory's recogition of the important rofe governments
eloping countries should play in the development process
inits to its realisation of the weakness of the free market system

us differentiates it from the tree market advocates

nciling the Differences and Linkage to Malaysia’s K-

Y
e differcnt theorics ol cconomic development reviewed i ths
Ipter point 1o three miportant facts. The first s that cach
Tibes to a certain ideological bent, second, they ditfer m
empirical approach and third, are propounded on dilicrent
tical foundauons. Yet, it s retreshing o say that cach has
ded development cconomist and practitioners as well as

makers, a way to look atand understand the diverse and
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facing. For example, the lincar-stages model posits that for long. |
run development to prevail, savings and investment play an
important role. W. Arthur Lewis’ two-sector mode! tries to show.
the important linkages that exist between the agricultural sector
in developing countries and their industrial sectors. Hollis
Chenery and others have in their theory tried to show how
economies undergo structural change while identifying some of §
the numeric values of key cconomic parameters involved in such
a process. The Dependency theorist have cautioned us about the
structural inequalitices that are part of the global cconomic syste
and that decisions made in developed countries using the limited
knowledge of sub-rosa issues in developing economies. can have |
devastative effects on developing countries

It is also true that most of the views propounded by the
neoclassical economic theorist need to be modified to meet the
challenging socto-cconomic, cultural and structural Gircumstances
of developing countries, Views by the neoclassical
counterrevolutionarices as it pertains to inefficiencies of state
enterprises, and the harmiul ceftects of government induced price
distortions offer an insight and a learning curve for developing
countries in formulating better policies in this arena. In contrast, 2
"the unquestioning exaltation of free markets and open
cconomies along with the universal disparagement of public-
scctor leadership in promoting growth with cquity in the Third |
World is open to serious challenge” (Todaro, 20001, Tt is the vie
of this author and many others that for successtul development te
pertain in developing countries, not only should the socio-
cultural and environmental factors be taken into consideration,
but according to Todaro, the role of a skilful, intelligent and
cquity oriented government intervention in arcas where 3
unfettered market forces would lead o undesirable economic and
social outcomes. Thus the role of governments in the
development process in developing countries is indispensable.
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en the importance of the new growth theory huilding on the
stter view is that, aspects of 1t uphaold the significant role
pvernment policy can play in promoting long-run growth and
topment. It then brings us to where the issue of Malaysia's k-
economy it in these theoretical summaries

From these summaries, and how they can be applied 1o
Malaysia; first, it can be ohscrved that Malaysia s a small apen
economy and rclics on trade for its growth and development
ence, it belicves in free trade but not the kind of untettered free
rkets as advocated by the neoclassical counterrevolutionaries
 can be argued that, Malaysia s engaged in what | would term
managed free markets” [0 a country that beheves in the

sticipatory tole of government in the economy . o Malaysia

this action of the government w in line with what has

ing propounded by the New Crowth Theorst. Which is
orred by the Neoclassical Counterrevoltionaries. But one of
most important arcas that Malavsia can be said w have
ilarities with some of the propositions of the New Crowth
ory is in its efforts to move to a Kieconomy. The New

owth Theory in a way points to the importance of knowledge

{fopment

B technology as driving forces tor growth and de
nce human capital, 1ts formavon and deploymentin

owledge intensive industrics are imporant

mary of the theories of development in this chapter has
d to throw some light on how we can laok at the theoretical

for development policies of developing countries. As it
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these theories or parts of them were adopted. In its efforts o
move to the K-economy, the New Growth Theory offers the beg
theoretical grounding to understand such a development polic
Its emphasis on knowledge, development of knowledge intensivg
industries, formation of human capital and an active role of
government in the development process are the core similarities
with Malaysia’s k-economy effort. Moving to the K-economy V
would surely help Malaysia increase its TFP



FROM A PRODUCTION ECONOMY
TO A K-ECONOMY"

the 3 (st of August 1957 at Stadwim Pablawear in Melaka

ku Abdul Rahman Putra al- Haj remended his tellow

aysians that, "Independence is only the threshold w tugh
avour. At this solemn moment [ eall on you o dedicate

elves o the service of the new Malaya™ (Sheppard, 19951
ich a poignant remark by the first Prime Munister of Malavsia

a call to service but it also pointed to the enormous work that
ed to be done w build an independent Malaya iMalaysiay

e Tunku's clarion call, a fot have been achieved i the efor

onics and other manulactured goods (Production

niomy). Today. the torch has been passed to a new generation
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and direction is to move Malaysia 1o a knowledge-based
economy - an cconomy where the intensive application of
knowledge to the productive sectors of an economy can bring

about quantum leaps in growth and development

This chapter would look at the efforts by Malaysia to move
Lo a knowledge-based cconomy as a new strategy to transtorm iy
cconomy for sustainable growth and development in an
increasingly competitive global economy. The first part of this
chapter will offer an overview of the different growth phases of 1
the Malaysian Economy, with an analysis of how such phases
have contributed to the growth and development of the country,
The arrival of the knowledge-based economy is seen as an
opportunity for Malaysia to transform its economy from the
production of electronics and manufactured goods to knowledges
intensive goods as propounded by the New Growth theorist,
claborated on in chapter two. Such a transition will entail some
challenges to the Malaysian cconomy. These challenges would
be Tooked at and suggested responses offered. The chapter will
also explore other reasons why Malaysia must move to a

knowledge-based cconomy

2 The Phases of Growth of the Malaysian Economy
The Federation of Malaya gained its independence from Britaing
in 1957 with Tunku Abdul Rahman being its first Prime Ministeris
In 1961, Tunku proposed a Malaysian federation and all buty
Brunci joined the tederation in 1963, Singapore later broke aways
from the federation in 1965 due to cconomic, politicat and racial
differences with the Tunku administration

At independence, the economy of Malaysia relied principally |
on exports of tin, natural rubber, palm oil and timber. Between
1966-70, the Tunku administration drew up the First Malaysia
Plan. This plan embraced import-substitution as its

industrialisation policy. What were the reasons behind such a
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ove? First, the populavion of the country was growing at 3.3
ent yearly at that time and it was clear that the agricabtural
tor would he unable to absorb the excess fabour toree. Tor
_ample, the unemployment rate atindependence in 1957 was
o percent. By 1967 1t has risen o seven pereent and to cight
rcent by 1970 The second reason was that a reliance on tin
d primary products as exports whase prices fluctuated on the
orld market made it dilficult for clfcctive cconomic planning to
shieve the growth plans of the country. Hlence there was the
aeed to diversify the cconomy to minimise its dependence on
imary products (Cho, 19907

The import-substitution strategy under the Firt Malaysian
Plan bad limited success. Firse, only a few industris such as
ource based industries benetited from the strategy. Products
h as tobacco. furniture, rubber products, wood and cork are a
examples. They accounted for 80 percent of the marketat
at time. There were two major shortcomings of this strategy
First, because of the inctliciency factor that is synonymous with
port-substitution industries. For example, import-substitution
dustries usually do not face competition from outside due to
tariff barriers established to prowect them, thus they become
nefficient. According to Fong 119891 during thar time, the
_ Malaysian Tanitf Advisory Board introduced 396 tarifts, which
eliminated all Commonwealth preferential rates. In addition, the
flective rate of protection during this time also rose trom 25
Percent in 1962 to 65 percent n 1972 and government subsidy
was 4 percent of GDP in 1965 roughly about 14 percent of total
government expenditure around that tme lomo and Edwards
1993). A final reason was the size of the domestic market
Because Malaysia 15 a smail open cconomy. in the short-run, the
_ market could sustain requirements of an import-substitution

Strategy but not in the long rin
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From 1971 to 1990 the government introduced the New
Economic Policy iINEP]. The NEP was aimed at the eradication
of poverty and the promotion of growth with equity. The
overarching aim of the NEI” was to foster national unity
Malaysia then shilted from an import-substitution strategy to an;
cxport-promotion strategy. The cconomic logic of such a
strategy was that it would give Malaysia the opportunity to
expand its markets and enable the country to achieve cconomics|
of scale. But it ¢an be argued that export-promaotion strategics i
general involve the offering of incentives across the board 1o all
industrics as oppose to the imposition of controls, which are
synonymous with import-substitution strategies. Hence based o
such logic, industries in all sectors of the economy stand 1o
benefit and would thus contribute to the growth and

development of the country. Finally, it was also casier for policys

making bodies to detect whether export-promotion strategics
were effective at specific periods and to develop the necessary
policies to address lapses. With the adoption of this strategy saw
the introduction of the Second Malaysian Plan; this was to run
from 1971-75. Under the Second Malaysian Plan, government
strategy was geared at increasing productivity and income,
promotion of export oriented industrial development, increase
opportunities for inter-sectoral linkages, modernise the rusal
sector, restructure the socio-cconomic balance and increase the -
role of the government in aiding the private sector. The Secon
Malaysian Plan also saw some successes. The plan saw some
strides made to improve the lives of Malaysians, particularly th
Busmiputeras {sons of the soil ;. With inter-sectoral linkages as an
impetus 1o the export oricntation focus of the government now

place, it then decided to build on such a success

In 1976, the Malaysian government introduced the
Malaysian Plan. This plan was to run from 1976-80 and had as it2
major goals: to enhance the tole of agriculure and industrial
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tors, optimise the benelits of industrial growth. promote
sman resource development and the increase in the ownership
pusiness by the Bumiputeras. The success of this plan was

imal. First, the plan period was rather short in relation to the
nment's ability to enhance the industrial sectors. Besides,

h more resources were required to educate and wain the
squisite human resources which could not be done in such a
time frame. Secondly, for most Bumiputeras who never

d businesses, the push for them to own businesses was new
needed an apprenticeship period. Successes of such an ctort
id not be measured in a short-run. Overall, the plan could be
d because it set the stage for the country’s cHorts w attain
th and development and to offer a better life for sts peaple
Between 198185, the government introduced the Tourth
aysian Plan. This plan had as its objective the expansion and
ification of it industrial base, modernisation of the

try's financial scrvices, the promotion of heavy industries
the increase of export — oriented industrics among others
ifth Malaysian Plan was introduced in 1986, This plan was
through 1990 Its major goals were to increase the
mpetitiveness of the economy, encourage foreign direct
tment, and increase the role of the private sector in national
lopment and to put more emphasis on rescarch and

opment amaong others. The Second through the Fitth

aysian Plans under the New Economic Policy were all part of
pad policy strateyy called the Outline Perspective Plan

P1) which was to run from 19711990, As part of another
policy strategy, the government of Malaysia introduced a
d OPP2, which is to run from 1991-2000. Under this

8y, the government drew up more ambitious plans under
anner of a Natonal Development Policy {INDP1 This was

ng about a structural transformation ol the Malay<ian
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economy, aimed at helping the country attain a fully developed
nation status by the year 2020, henee the slogan Vision 2020, 4
The government then introduced the Sixth Malaysian Plan,
which run from 1990-95. Under this strategy, the government's
aim was to sustain the growth momentum of the economy, to
ensure macro-economic stability, and to continue to create a
conducive investment climate, increase efficiency and

competitiveness of its industries, enhancing the upstream and
down stream finkages among others. The Seventh Malaysian Plag
followed this. It was introduced in 1996 and was to run through 3
the year 2000. The Plan was aimed at accelerating large-scale
production; the promotion of manufactured capital and
intermediate goods, intensifying the acquisition of technology
and commercialisation of new technologies and the expansion
-into new growth industrics among others. The Seventh
Malaysian Plan, it was hoped will lead Malaysia by 2020 into a
fully developed nation status. This plan could be regarded as a
success because this plan period was marked with rapid economit
growth except in 1998 when the Asian Financial Crisis adversely;
affected the cconomy. Through the implementation of effective
moenetary and fiscal policies and strategies by the Malaysian
government, the cconomy was turned around (Mahathir, 2000). 2
In 2000, the Malaysian economy reverted to its pre-crisis level. |
The government on April 23, 2001, introduced the Eighth
Malaysian Plan. This plan is to cover the period of 2001-2005
The plan would serve as the first phasc in the implementation of 4
the Third Outline Perspective Plan (OPP3), which will run from J
2001 to 2010. The OPP3 embodies Malaysia’s National Vision
Policy (NVP], a policy that is drawn to chart the development

trajectory of the country in the first decade of the 215t century
is theretore the Eighth Malaysian Plan that embodies the

strategies, programmes and projects designed to achieve the NVE
objectives such as, attaining sustainable growth, strengthening ofS
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the Malaysian cconomy and the creation of an equitable socicty
(Eighth Malaysian Plan 20012005, 2001)

The Eighth Malaysian Plan has as its primary aim, 1o sustain
économic growth and competitiveness in the face of growing
obalisation and liberalisation. For this planned period, the
overnment has targeted GDP to grow at 7.5 percent a year
aainst 4.7 percent during the Seventh Plan (1996-2000). To be
ble to achicve such growth rates, the government have to
dertake prudent macrocconomic management of the ecconomy
o.ensure that resources are efficiently used. The experience of

e Asian Financial Crises would also require the government 1o
ndertake the strengthening of the financial and monctary

tem to make them resilient against global financial shocks
ther arcas of focus of the plan are to shift growth from input-
ven to a knowledge-driven cconomy; to accelerate strucuural
insformation within the manutacturing and service sectors and
fevitalise the agricubture sector. The plan also aims at
ngthening the socio-cconomic stability of the country
hrough equitable distribution of income and wealth (New Straits
, April 24, 2001)

Now that we have looked at the various development plans the
intry has undertaken so far, let us now ook at the export-
otion strategies of Malaysia and their impact. It can be said
at from the carly to the medium-term, the strategy has been

essful. It has helped the country achieve a consistent average
h rate of six percent from the 19605 to the 19905, Export
venues as reported by the Economic Planning Unit of Malaysia

e from RMS, 163 million in 1970 to RM208,879 million in 1997
reasons can be ascribed to this. First, most of the industrics
Ing the early stages of this strategy were in the light-

Wiacturing scctor. Hence, massive capital investments were not
red. Second, these industrics were mainly labour intensive
ing use of Malaysia's cheap and abundant labour supply Third
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most of the industries were in cither processing or assembly ands
did not require high technical skills. Finally, these industrics weg
highly cncouraged to use the abundant natural resources of
Malaysia in their production of goods. This allowed for forward
backward linkages within the economy and helped to produce
value-added goods for export. This overview show that Malaysig
has prospered by undertaking and export-led method of growy
and the country has done well in this regard. The country
witnessed a growth record of an average of 6 percent in the 1964
7.5 percent in the 1970s, and 5.9 percent in the 1980s (Okpos
al, 1999). In the 1990, average growth rates was around 6.7
percent until the Asian Financial Crisis eroded such a growth rat
almost throwing the growth of the country into a halt,

Before the Asian Financial crisis, the Malaysian cconomy
showed favourable features. The GDP growth rate averaged 8
percent per annum. Inflation rate in 1996 was around 3.8 percent
and unemployment was around 2.5 percent. External debt was :
put at a manageable US$45.2 billion, which was 42 percent of
GIP as at fune 1997, Atthe end of 1996, the debt service ratio S
was 6.1 percent of exports. Non-performing loans were put at 3
percent of total loans at the end of June 1997, and savings rate
was at 38.5 percent in 1996 (NEAC, 1998). Despite such
favourable features the country still suffered from the crisis. In
the book, The Malaysian Currency Crisis: How and Why it Huppored,
Dr. Mahathir argues that it was because of the speculative attackd
on the Malaysian ringgit, despite the strong fundamentals of its
cconomy, which led 1o the sharp depreciation of the ringgit
against the LLS. dollar. The domino effect aggravated the
economic turmoil the nation found its self in duc to the rapid fall
in its market capitalisation {Mahathir, 2000}

The country has rebounded from the crisis after the
authorities undertook selective capital controls 1o stem short-te .
capital outflows. There are many voices for and against such
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ive capital controb. Unfortunately, such a debate s not the
cupation of this chapter. The country has also been able to
fy its exports from a reliance on rubber which accounted
3.4 percent of its exportsin the 19705, tin 19 6 percent

estry $6.3 percent, oil and was 3.9, manufactures 11.9 palm oil
bthers 9.8 pereent which yiclded the country RM5.163

n to a whopping RM208.879 million by 1997 By 1997
factures accounted or 809 percent of its exports, patm oil
fubber 1.3, tin 0.2, forestry 2 4. oil and gas 6.0 {The

sian Economy in Figures, Various lssuest . But if the country
achieve a develop nation status by the vear 2020, it would
Yo move away from the export led strategy of the assembly

| production of valued added clecuronic goods and other
facturcs using cheap labour to industrics where knowledge
sity and their application o the productive sectors of the
omy would hring about the productivity of high quality vaiue

s and services to contribute o quantum leaps in growth

omic Planning and Growth of the Malaysian Economy
of the important sccrets behind the growth and

Jopment of the Malaysian economy is because it has been
aged well. [ts growth and development processes have been
gned and welt coordinated. The requisite structures as well as
ks and balances are all in place (o supportits growth. At

ints on the road when the cconomy 15 faced with unfavourable
rnal environmental factors, the government is quick and
mble on its feet 1o find workable, flexible solutions. Just how
this planning process work? The following steps are just a
summary to familiarise the reader as o such a process. This
bcess could be more complicated than it is explained in this
pter. First issucs are discussed within the macro-tramework as
appendix [or more statistics on the Malaysian cconomy
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it pertains to proposals at the state government and lederal
agencies level. They then set the requisite targets, develop the:
requisite strategies and policies in conjunction ot in consultag
with the Inter-Agency Planning Group before the developmeny
budget is set. Then it is sent to the Economic Planning Uni wi
works with the Inter-Agency Planning Group to develop a draf
Input where necessary is sort from the private sector during thy
draft stage. The draft is then sent o the National Developmeng
Planning Committee who also continues w work with the
Ecanomic Planning Unit to refine the draft and where necessapg
input is sought from the Malaysian Business Council The
finished draft then moves on to the Prime Minister's Special
Committee who would further discuss the draft and make any .
amendments or additions where necessary. [tis then sent to th
Cabinet for discussion and finally to the Parliament for debate o
and ratification .
One should mention in passing that the success of some of

the cconomic planning and policy decisions made by the
Malaysian government are subject to external forces in the globd
environment that arc beyond the control of a small open
economy. Yet, it cannot be emphasised enough that some of
good policy measures do help to mitigate against the devastati
torces that prevail on the Malaysian cconomy and indeed on th
cconomies of developing countries as a whole, Effective
economic planning as pointed out in the case of Malaysia

contributes to this effort.

3.4 Arrival of the Knowledge-based Economy and Globalisatiof
Advances in information and communication technologics (1C
have brought with it the ability of countrics to be able to achie
quantum leaps in growth without the advantages of the
endowment of natural resources (Kelly, 1998) Resource poor
countries like Taiwan, Singapore and Hong Kong are cases in
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This ICT cra or knowledge-based cconomy era serves both
advantage and a challenge to Malaysia. It is an advantage

e it can enable Malaysia realise its dream of becoming a
oped nation by the year 2020, and a challenge because it

a total structural change of the country's industrialisation
es and focus thar have served it well over the years. Also it
the construction of the requisite infrastructure,

cture and the development of the requisite human

rees, which are not an casy feat 1o attain. A good ICT

cture requires massive capital investments, and it is not

o produce the requisite human resources to run such an
omy in the short-run. Yet, if Malaysia is 1o develop and

7, it has no choice but to move to a knowledge-based

y. Spcaking on this issue before the Dewan Rakyat

ysian Parliament), Dr. Mahathir Mohammed said, "The
opment of a knowledge-based economy is extremely crucial
country to sustain rapid economic growth and enhance
tional competitiveness. We will need to strengthen our
bility to innovate and create indigenous technology as well
elop and market new products. By increasing the

ledge input, we will be able to change trom an input-driven
1o a productivity-driven growth strategy” {Mahathir,

). Dr. Mahathir's speech at the Dewan Rakyat attest to the
that even those at the high echelons of power in Malaysia

e that the country must move to a knowledge-based

omy to be competitive. To justify why Malaysia must move
rds such an cconomy and how it is going o do that, let us

look at some general characteristics of this k-cconomy

eral Characteristics of the K-economy

of the most important characteristics of this knowledge-

d economy is that while things such as land, machinery and
ital are scarce, ideas and knowledge are abundant; they build
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on cach other and can be reproduced cheaply or at minimal coges

This means that ideas or knowledge do not obey the laws of

diminishing returns [ Wysocki. 19971 Another important
characteristic of this cconomy is that it can be located anywhere
Operations of companies in this kind of economy can be locateds
anywhere on the globe. With the aid of computers and
telephones, satellites and other advance methods ot
communications, goods and services can be exchanged around
clock without the physical presence of partics or structures i
what is commonly referred o as "Virtual Offices.” Payments can g
be made clectronically {encryption technologics have greatly
enhanced such transactions) and at a mouch faster speed. Because§
1CT are the pillars of this k-cconomy, a highly educated labour 3
lorce, which is also technology savvy are important lor the
tunctioning of such an cconomy. The skills and knowledge of thi
highly educated labour force then would serve as the key assets
for any country, which wishes to move to a knowledge-based
cconomy. It has thus seen the scramble amongst countries to
attract such talents to its shores i Tome, 2000, p 22j
Furthermore, the advancement in ICT has made the world t
become smaller spatially with cach node or knowledye-centre
being connected to the other making exchange of informauon,
wdeas, methods and trade faster and casier. [ thus makes it
possible even for resource poor countries to attain high levels of
growth by moving to a knowledge-based economy. It might
require an iniual high investment capital. For example, the initial]
capital outlay required by Microsoft to develop its Windows
softwarc is expensive, but the additional cost to make copies of 3
this software for the marketplace is negligible. Subsequent 3

investments in the praduction of goods or services in such an

for countries to attain growth
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Besides. the key drivers of growth in a knowledge-based
_sconomy arc not labour and capital, even though such factors are
smportant to help ina country's growth elforts, innovation and
knowledge are now the key driving factors. Land, fabour and
capital all ohey the laws of diminishing marginal utility — they
eliver less and less output with additional inputs atter the
optimum. The opposite is the case in a knowledge-based
economy. Thus even capital, land and labour poor countries can
jow attain higher growth rates with knowledge and the
roduction of innovative products. Singapore, Taiwan and Hong
Kong serve as good examples to this eflect as it pertains to land
a. Finally, in a knowledge-based economy, markets are global
ot nationa!. Hence for small open cconomies like Malaysia
aving the whole globe as its market is advantageous. it can
fford to cxport as many knowledge-based cconomy goods and
rvices without saturating its market. These few characteristics
offered to set the stage to justify why Malaysia should move
a knowledge-hased economy. The next section will Took at

hallenges by posed globalisation on the Malaysian economy

Challenges Posed by Glohalisation and the K-economy o the
alaysian Economy

Titing in his hook, Globalisation and ite Discentents, Joseph Stiglhitz
inner of the 2001 Nobel Prize in Feonomics wrote
globalisation itsclf is neither good nor bad. It has the power to
do enormous good, and for the countries of East Asia, who have
braced globalisation under their own terms, at their own pace
has been an enormous benefit, in spite of the setback of the
1977 crisis” (Stiglitz, 2002). Drawing from Stiglitz’s quote, one
N say that there are some obvious good things about
lobalisation that Malaysia and other South East Asian countrics
an benefit from
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The first of these is that globalisation affords for the free fig
of goods and services, ideas, information and capital. This fosteg
trade and education between nations of both developed and
developing. Malaysia and most countries in the South East Asjag
region bare testimony to this fact. For example, most of the
growth and development in this region prior to the 1997-98 crig
can be attributed to the massive inflows of forcign direct
investment to the region, which, started around the 19805 At ¢
same time, an open international trade regime allowed for the
exports of manufactured goods from the region, which led to
growth rates averaging seven to eight percent in maost of the
countrics in the region. |t brought prosperity to some of the
countries in the region and enabled them to move majority of

their people out of poverty in rather short spans of time.
Another good aspect of globalisation is that the advancemed
in information and communications technologies (ICT) has
rendered our world today to be more spatial and smaller Toda
developments in one corner of the world are instant news in
another, communication is much easier using ¢-mail, and
information can easily be obtained from the [nternet about most
issues. 1t thus spreads the boundaries of knowledge through the
exchange of information and ideas and has led to what some t
the "knowledge-era.” It has also let to the development of a ner
kind of economy, called the "knowledge-based economy,” wheté
the effective application of knowledge to productive resources 4
a nation can bring about quantum leaps in growth and
development. [n the knowledge-base economy, countries that a
innovative, creative, efficient and competitive would benefit in 3
this cra of globalisation |
Furthermaore, some political scientist and indeed politicians
hold the view that globalisation has contributed to our world
through the spread of ideas, information and values. In so doing
it has facilitated the democratisation process around the world
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also make the argument that with the advancement in }CT,
uch harder now for authoritarian regimes worldwide to be
1o control the dissemination of information. One example
have been offered is how the late Ayatollsh Khomeni used
fax machine, one of the technologies of the globalisation ¢ra
il his followers within lran from his base in France wo

hrow the Shab of Iran. Some may beg to differ on this point
ting this issuc is not the pre-occupation of this chapter.
There are many examples given about the benefits of the
aspects of globalisation. For the purpose of this chapter

few would suffice. Thus, drawing from some of these good
ts of globalisation, it is thus argued that Malaysia and other
East Asian nations can benefit from globalisation, but they
‘according to Stiglitz, embraced globalisation on their own

$; at their own pace

But globalisation also has some bad aspects that could be
ental to Malaysia, its growth trajectory, security and general
 Being. The 1997-98 Asian Financial Crisis 56 a good example
posed the volatile nature of global capital markets, especially
term portfolio investments and hedge funds. Not only was
sia affected, Thailand, and Indonesia were cqually alfeeted. It
t led to the collapse of some of these cconomics, literally,
ight. According to Dr. Mahathir, “The Asian Financial Crisis
wought to the fore-front the risks and challenges that

isation poscs to developing countries, particularly small open
nomies such as Malaysia” iMahathir, 20021

rthermore, the bad aspects of globalisation are manifested
widening gap that is created between the poor and the rich
ances in [CT and the Internet. Majority of the people in
Bping countrics are poor and do not have the means to

ct to the [nternet. Most of these people are also illiterate
1o formal education; more so most of the content on the

et (about 80 percent] s in English, a language majority of
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these people in these developing countries do not speak. Ths &
these people are cut-off from the promises of the Internct 7
Malaysia is fortunate in this aspect but the country still has a ]0
way to go, as most of the populace do not have access to the
Internet. Such a negative aspect of globalisation could have an
impact on the growth and development of the country

There is also the concern in developing countries butin 3
developed countries as well, that the core aspect of globalisatiog
which weaves together the economies, politics and the social 3
tabrics of different countries poses a threat to the power of the L
nation state. This is evident as some of the rules and regulation
of global, regional and sub-regional institutions supersede those:
of nation states or exert undue pressure on these countrics to
reduce their powers in some arena's to conform with internatios
agreements and norms. [t is also the case where economic
choices are being determined by regional cconomies across
borders (Ohmae, 1996)

Others have argued that globalisation has made diverse
cultures in our environment accessible through the global medi
entertainment, travel and trade. But it has also succeeded in
breeding cultural insecurity among non-Western societies by
inundating them with the dirtiest and feast valuable, and uplifti
aspects of Western culture, These could lead to the breakdown
and in some cases the supplanting of the indigenous culture, A
backlash to this aspect af cultural imperialism is the breeding of‘
narrow-minded reactionary groups in non-Western societies, .
promoting extremist views and even exploiting religion to gain 3
political mileage (Abdullah, 2000)

It is thus obvious, from the aforementioned points that,
Malaysia has some tough challenges ahead of it in this era of
globalisation and the knowledge-based economy. For Malaysia @
grow and prosper in this era, it must embraced globalisation
under its own terms, at its own pace, choosing and enhancing t
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d aspects of globalsation to the benefit of is people but at
same HMC it Must Uy to contain the negative aspects of it For
mple, instead of rapid liberalisation of 1ts cconomy. Malaysia
evelop a sclective approach as it did with sclective capital
ols against disruptive capital outliows. Indeed. it must strike
fance between opening up its domestic market and protecting
grensure that small producers are not driven out of business by
1 conglomerates (Khar, 20005 Another opuon tor Malaysia
o enter inlo Smart parterships with other developing

tries. According to Dr. Mahathir, "Smart partnerships can
anify concerns and to formulate a common stand and

ark on conperative actions jn order to counter any perccived
tive forces of globalisauon atfecting the emerging

spomics” (Mohamad, 20621

Malaysia must move to the K-economy

if Malaysia is (o realise its dream of becoming a developed
on by the year 2020, it must move ltom a producuon-based
snomy to a knowledge based one. This will enable st to

duce high-cnd woods and services, which have a much higher
on investment but also oflermg the country a distinctive
petitive advantage against other countries in the global

et place. [t would thus help the government in realising the
isite resources to undertake m the development of the

try. Second, moving 1 a knowledge-based cconomy would

ore poverty; as well as the eradication of poverty between
different racral groups and within such groups in the country
poverty reduction programmes require a dispensation ol
ment expenditure on social programmes; henee it would
Bire an increase in government revenues, which can be

ed through increase in the growth rate of the country
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Table 1.1 offers an example to show that the overall POVETLy ry
in Malaysia, which was at 49.3 percent in 1970, has fallen 1 a
project pereentage of 4.5 in 2001 Poverty rates in rural
houscholds have also been reduced significantly from 5% .6
percent in 1970 to about 7.4 percent in 2001 {Malaysian
Economy in Figures, 2003). Despite such eflorts, the governmy
still has a long way to go to eradicate poverty in Malaysia
Third, moving to a knowledge-base economy would enable
Malaysia produce highly competitive goods and services for the
global market place. Competitive goods and services would
enable Malaysia penetrate markets previously unavailable 1o it
whilc at the same time consolidating its market share in its
traditional markets. This will enable the country realise increa
revenues for its growth and development cfforts. The flip side
that the retusal of Malaysia to move to such an economy could:
resultin the production of uncompetitive goods and services,
which could result in the country losing its market share in
exports to other countries with relatively cheap fabour cost. T
consequence tor a small open economy like Malaysia with a
multiracial, multiethnic and multi-religious population cannot
emphasised enough. A rule of thumb that ene can point to is thas
socio-cconomic and political stability of multiracial nations is
usvally maintained when all the races in the said country fecl a
believe that they have a stake in the sharing of the national cakes
Thus governments of such socictics must constantly be on the
look out for ways to expand the national cake. In the case of
Malaysia, moving to a knowledge-based economy is one of the -
ways of expanding the national cake. The shrinking of the cake
and a feeling amongst stakeholders i ¢ the different races that
they do not have aceess 1o the cake could spell trouble
Instability could result and cfforts at cconomic growth and

development halted. The experience of Indonesia post-Suharto
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od example in the South Fast Asian region that can be drawn
support this point

ourth, the aim of Malaysia to become a developed nation by
éar 2020 if attained would mean that its carrent edge in
cing goods and services tor the global market place, which
on low wages, would be croded. [f Malaysia becomes a
seloped country by the year 2020, its cost levels as it pertans
production of goods and services would approach those of
joped countries. Hence, for Malaysia (o be competitive, it
produce goods and services 1o compete at comparable fevels
ose in developed countries. Moving to a knowledge-based

- omy would offer Malaysia thac ability to compete at the
level. It would also enable Malaysia identity niche arcas 1o
jalise to atford it that competitive advantage @ would need as
veloped country by the year 2020

ifth, there are certain constraints that can impede Malaysia's
s of becoming a developed nation by the year 2020 One of
h:constraints is the ability to fund and produce cutting-edpe
earch. Such kind of rescarch is no ordinary rescarch

tainly, not the nickel and dime variety. Frequires a large pool
ighly skilled personnel, which should be accompamed by a

iable Malaysia to employ the requisite talent from all parts of

& world for specific pesiods without having to incur the cost

es and time to train these talents. The savings in the

struction of the requisite irastructure; purchase of

pment and the cost to the nation in educating the wlents or
ledge-workers it has ganed from employing expatriates

Bowledge-gain) cannot be emphasised enough. Sinilarly
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Malaysia would be able to collaborate with high technolouy

institutions and businesses in developed countrics, thereby
benefiting trom their know-how, processes and products. Thus§
moving o a knowledge-hased cconomy offers more benehis tol
Malaysia than costs |
| Finally, one of the most important reasons why Malaysia
must move (o a knowledge-based cconomy in the view of this
author is the growing econamic power of China. Whiles there!
are those that would argue that China's growing powcer would
benelit the South East Asian region, | am cautiously optimistic,
First, according Lo reports by the Economic Intelligence Unit
(EIUS, a sister publication of the Feonomist, China now gets for
filths of all foreign direct tnvestments that come into the South

East Asian region. This trend according to EltLis expected to

| to at least 2005, Secondly. export goods of Malaysia and othe
Gouth Fast Asian countries in their domestic and international
markets would face stiff competition from cheaper and equal
quality goods trom China, especially labour intensive textiles

11, Malaysian exhibitors at the consu

Econamist, 2001, pp.73
goods show in Frankfurt were visited with most of these
shservations raised here in 2002, They found to their

consternation that countries like Vietnam, China, Tajwan [
and Thailand all overshadowed Malaysia (New Straits Times, 20
p B4 Furthermore, Malaysia has been losing its competitivest
to other cheap labour cost countries 15 labour cost has spira
upwards and according 1o the National Mroductivity Centre @
Malaysia, the electrical and electronics sectors saw its unit faby
cost rising between 6 (o 20 percent trom November o Decet
1999. This gap is projected to rise in the coming years (Sakra
20007 The importance of this posmt is shown by the conce’
raised by the Deputy Prime Minister of Malaysia, Abdullah -
Badawi in his address to the Fourth National Smart Parners
Dialogue. He said, “glabalisation is also opening up cconom!
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er cost-effective and cfficient production paossibilitics to

al corporations. As a result, Malaysia is increasingly losing its

.based competitiveness to economics with a cheap and

ient labour force ... our human capital is not cheap enough

act investments for lower-skilled production and our labour

is not sufticiently trained or educated to attract investments

akran, 2000). To
such a stiff challenge as a result of the lack of the cheap

alue-added, high-skilled production” (S

advantage on the part of Malaysia, it must move into the
that deals with the production of high-end sophisticated
and services of which it can attain a competitive

tage. Moving to the knowledge-based economy would
Malaysia with such a competitive advantage

led Ways for Malaysia to Move to a K-economy

ag examined the reasons why Malaysia should move to a
edge-based cconomy, ler us now look at suggested ways,
Malaysia should take to move to the knowledge-based

y. For Malaysia to benefit from the knowledge-based

, it must first develop the requisite physical

ture, which is necessary and needed to support
dge-based industries as well as activities refated to such an
.1t must also develop the requisite infostructure, which
of netwarks, appliances and the legal system as well as
ing environment for the smooth flow ot information for
d development of the nation in a knowledge-based era
oduction of goods and services in this area that would
Malaysia move out of the production of fower end

10 higher end oncs, which are needed for its growth and
nent in the future as a small open economy

¥sia would also need the requisite manpower in its move
dge-based cconomy. But in the short-nun, it would he
Malaysia to be able to produce such manpower to fucl
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its move to a knowledge-based economy. Thus in the short-py,
would need to develop progressive immigration policies (o aty

the knowledge-workers it needs. The common definition of 3 7

knowledge-worker is that of a person dealing in data and ideg,
{Cortada, 1998). Such a move would be nothing novel, even
developed countries like the United States, Canada, Germany,
United kingdom have all developed or revamped their
immigration policics to attract knowledge workers due 1o a wy
wide shortage of such workers. For example the United States:
increased its H1-B visas from 15,000 in 1990 to 200,000 in 2008
The United Kingdom has eased its work permits rules to meet
shortage of 200,000 workers. Germany has launched a new Gy
Card scheme 10 attract knowledge workers (Time, 2000, p.22).
Thus, if Malaysia does not undertake similar moves, it would
retarding its move to a knowledge-based cconomy. In the lony
run, it right be able to develop the requisite knowledge-worl
it need with the right government policies which should incl
retraining of workers and the revamping of the education systen
o make it develop and train workers who ase going 10 be nee
in this arca.

If Malaysia is to move to a knowledge-based cconomy, it
would have to intensify its efforts in enhancing its science and
technology as well as its rescarch and development capabilitie
Such efforts would bring about the production of innovative
products for the global market place. Increase rescarch and
development would also make Malaysian products competitivel
the global market place. Malaysia must also develop warkable:
solutions to re-invent its public sector as well as the preparatiol
of the private sector to make them ready to face the knowle
based cconomy. The public sector must be transformed to sel
more as an cffective facilitative mechanism to provide the
appropriate environment for the private sector in a knowledge
based economy. The private scctor will have to swiftly redefin
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s processcs by applying appropriate and cost-cliicient
ologies. They must also take a global view as markets have
e virtual and borderless. Traditional modes of sourcing
and marketing products will have to be complemented by
ater use of c-trading and e-business tools {Third Qutline

ive Plan 2001-2010, 20011 The authorities must also make
fort to bridge the digital-divide between the various

ations in the country. The cffort of the country to move to
fedge-based cconomy would exacerbate the digital wap
een high and low income groups and thus cut the fatter off
areas regarded as growth poles in the country. Without a
ted cffort on the part of the government. such a gap would
socio-political and econonsic: problems for a multiracial
tion like Malaysia. Table 3.1 gives details of statistics

t Internct and Telephone subscribers in Malaysia. The

tance of such a table is to offer and insight into the cfforts
d to be made o close the digital divide

able 3.1 shows the number of telephone and Internet

ibers in Malaysia fromy 1990 to the year 2003, As it pertains
Internet, the ligures show that the numbers are increasing
umbers though laudable when compared 1o Malaysia's
population of about 23 million, it is not encouraging. [t
surmised that the dilference between the three million

t subscribes {rom the number in the total population point
xistence of a divide. Much work needs to be done to
such a divide in order not to create a nation of “digital
and "have-nots.” Similarly, Table 3.3 also shows key

ation performance indicators of the important components
ve the knowledge-based economy and thus could

bate the digital divide. Looking at the figures, especially in
1, the use of mobile telephony is growing in Malaysia
5000 in 1990 10 4,839,900 in 2001 [Uis one of the arcas



Table 3.1: Telephone

and Internet Subscribers for Malaysia (1990-2001)

1990 1996 1997 1998 1999 2000

Telephone subscribers 1,585,744 3,777,314 4,223,042

Note: ip} Preliminary {11 Based on 18 8% and 19.5% penctratio

2001 2002(p) 20031

4369871 4429729 3474026 4790752 4,512,000
78,000 1362000 1,957,000 2,123,350 2698400

4,680,000

723,000 4.839,900 8,952,0001
NiA 90,000 200,000 400,000 700,000 1.659,000 2,115000

2,600,000 3,000,000

n rate of the population for 2002 and 2003 respectively

ifi Forecast. (21 Based on 37.3% and 40.7% penctration rate of the total population for 2002 and 2003 respectively

Source: The Malaysian Econaomy in Figares 20012002, 2003 FPU.

Table 3.2: Malaysia's Dail-up Internet Penetration Rate

“Year Penetation Rate (%)

1 9987 1.8 T
1999 29

2000 71

2001 8.8

2002 10.5

Source: Malaysian Communications wil Multimedia Commissian
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Furthermore, bridping of the digital divide alone i nov

gh. For Malayaa to move to a knowledge-based cconomy 1t
st begin to promote an iniormation technology (111 culire
ongst its populace. Speailic palicies and programmes must be
up by the government ta introduce new soltware and

dware and bring the Malaysian people up to date with

suld be put in place at the primary, secondary and tertiary

Is of its cducational system o promote T cultwe. Filorts

Id also be made 1o train the working population to become

E literate. Finally, public Iibraries and community centres should
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be cquipped with computers and | T faaiditics for public use and
training

But the government alone cannot do ieall. It requires the
participation of the private sector. [t would first entail a shifvin 2
the mindset of the private sector, a mindset ol “this is the
governments domain hence it should handle it” The privaw
sector must thus invest in rescarch and development as well as ins

IT to produce competitive goods and services for the global

market place in this knowledge-cra. For example, in the United |

States, investments by the private sector in rescarch and
development and 1T have helped catapult the cconomy of the
country to a long period of sustained growth since 1990 {Stiglitz
20005 The government must help the private seetor in Malaysig
to contribute its quota to help the country transit to a
knowledge-based economy. This can be done through a privates
public partnership where the government provides the required
stimulus as well as the legal infrastructure; the private sector
would provide the requisite capital for such a take-off. The
private sector in Malaysia must bear in mind that such a
symbiotic relationship bevween it and the government in more
ways than notwould be Lo its advantage. The ability of the
country to produce many knowledge workers o solve the
manpower needs for the sector in this knowledye-base era sho
be the watchword

Finally, Malaysia should colaborate with countries in the
South East Asian region to help it in its efforts to move to a
knowledge-based cconomy. Because countries in the region shafé
similar or same development histories, races, religions to menti
just a few, pulling together to help each other to move to a

knowledge-based cconomy would bring about cach ataining

The current slowdown in the LLS. economy since 2001 not
withstanding
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tainable development. The example of the consortium of
ropean countrics that pulled together to make advances in the
eroplanc and aviation industry by developing the Airbus

stry can be an cxample tor countries of South Last Asia. By
flaborating, European countries have heen able to make Asrbus
be a formidable competitor to Bocing of the United States,
Thus collaboration by South East Asian countrics in a
owledge-bascd vra would enhance their prosperity. This can
 likened Lo the “prosper thy neighbour” policy as advanced by
. Mahathir Mohamad By cach country helping the other to

insit to a knowledge based cconomy . the benefits that would

aysia has come a long way from its days as @ un, rubber and
Im producer to that of electronics and manufactured goods

y, an increasingly competitive global environment, the

lew Economy, a knowledge cconomy to enable the country
quately compete. thrve and prosper in this competitive

! environment. [t must thus develop the requisite knowledge
tries and train the knowledge workers needed o run these
ies. It must enhance its IT infrasvucture and fostructure

1l as vigorously engage its public and private sectors in this

. There must also be a concerted effort 1o engage its

bours in the South Fast Asia region, in the marshalling of
es, comparing of notes and exchange of deas to help cach
ind their various countrics move to the k-cconomy. Finally
ysia should build global coalitions to share and exchange
ledge in the country's cliorts to move w the kecconomy
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'OVERNMENT EFFORTS TO MOVE
MALAYSIA TO A K-ECONOMY

ion
‘eye view of the economy of Malaysia shows that from
ble beginnings of a tin. rubber and palm oil producer,
a has grown to be one of the fastest growing developing
or example. 34 percent out of its 85 percent commodity
‘come from mamdacturing. What is also interesting is that
nt of this 85 percent ol the commodity exposts also
from services. In the year 2002, exports in goods and
es-alone brought in RM236,57 E million. an increase from
igure of RM228, 141 mitlion {Malaysian Economy in
8, Variaus lssucs!. Some developing countries would have
appy with the success attain by Malaysia so far as it
§ to its cconomy . But there is a general realisation in the
'echeiom in Malaysia, that such success can be ephemeral
traits Times, 2003, p 101 For in a constantly changing
Here is no time to gloat or rest on one’s laurcls
ently, the policy echelon of the country realises that. if a
Open economy like Malaysia's is to sustain its economic

and development and if the country is to be able to face
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the challenges that are going to be posed by the k-economy angs
globalisation, it must move fram a production to a knowledge. 2
based economy. So what is hehind such a realisation? Itis the |
knowledge that the current tide of globalisation can wipe out
the significant gains of the country overnight. Most of the
countrics in this region came to that realisation during the Asia,
Financial Crisis

The government has therefore put into place the requisite
measures and have set up institutions and introduced programmg
1o help Malaysia move to the knowledge-based economy. This
chapter is going to look at some of these measures. I will
specifically look at some of the institutions, infrastructure and
infostructure put in place to move the country to the k-ecconom
Some of these include, the National Information Technology
Council INITC), the Malaysian Insutute of Microclectronic
Systems (MIMOS], the Multimedia Super Corridor (MSC) proj

the new Multimedia and Cyber laws, and the Human Resource

Development Council funding for training. Even though there
other efforts, the few chosen are some of the most prominent a
the rationale for their choice is to point to the government's

commitment to moving the country to the k-economy

4.2 National Information Technology Council (NITC)
The recognition by the policy cchelon of the Malaysian
government that a solid information and communications
infrastructure would serve as a sound foundation that would
propel the nation into a k-cconomy brought about the setting-ug
of the NITC. It was founded in 1994 to serve as the primary
advisor to the government of Malaysia on matters that involve
the utilisation of information and communications technologies 2
to spur national development
The core members of NITC comprises of the Prime Ministe
of Malaysia, who serves as the chair ol the council, his deputy.
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&+ CEO of MIMOS, who was also the secretary of NITCLNITC

as its core objectives the below

The promotion of the sustainable growth of intormation
technology. its development and application via research and
development planning and the development ot the requisite

- technology acquisition strategics

The council was also to ensure that new technologies were

well integrated into the socio-cconomic development of the

The council was equally charged with the role of
determining the likely impact information technology would
have on the Malaysian society as well as its cconomy

Finally, it was given the responsibility to find out and explain
the potential information technology has in the

ansformation ol the socicty at all fevels

‘0 be able to achieve these objectives, the NITC launched
National [nformation Technology Agenda iNITA) in

mber 1996. NITA' aim was to come-up with a framework
ow information and communications technologies are going
used to transform Malaysia into a k-economy and to help it
eve its vision ol a developed nation status by the year 2020
NITA's greater aim was first, to transtorm Malaysia into an
ation society, a knowledge society and subscquently a
e-based knowledge society respecuvely. To attain this
sformation, cmphasis would be placed on the development of
Malaysian people, the country's infostructure, applications
ensuring cquity to enable all Malaysians to benefit from such
‘nsformalmn furthermore, a strategic agenda has been put in
€e by NITC as an added mechanism to achieve the NITA

. This agenda revolves around a strategy of helping

ysia migrate to the electronic world in this millennium
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NITC realises that for such a strategy to be successful, there myg
be a partnership between the private, public sectors and the
society at large. An added issue of importance is the stress on 3
participatory approach from the society if Malaysia is to move
a knowledge society. A societal participatory approach denotes =
an ownership of the transtormation process by the populace,
Such an approach would ensure sustainability of Malaysia's
movement to the knowledge socicty. Undergurding this strateg
is a framework that combines the clements of people
infostructure, and applications

So far, it can be said that the NITC has made cfforts and
chalked up some successes in the promotion of the NITA. The
consciousness state of the populace about the k-economy has
been raised. To what extent some within the populace truly
understand what the k-cconomy stands for is another different
challenge for NITA (New Straits Times, 2001, p

stages of the awareness exercise, lots of programmes were rolled 2

). In the carly

out and it did help Lo raise consciousness. At the time of this
writing, this cuphoria has died down and it should be a challeng
to the NITC and NITA to rejuvenate this momentam
The assessment by NITC on the impact of [T on the
economy of Malaysia has been undertaken. The framework that
the NITA came up with on how information and
communications technologies are going to be used to transform
Malaysia into a k-cconomy to help it achieve its vision 2020 mus
be revisited and constantly be reviewed to keep up with the
constant changes in the global ICT eavironment. In his book,
Road Abead, Bill Gates {1995) talks about a dialogue between
policy makers, [CT specialist and the populace about the
opportunitics and issues of the ICT era Such a dialogue must be_
continuous. It is the observation of this author that such is
Tacking in the NITA. Perhaps in the rejuvenation of the
momentum of Malaysia's k-cconomy cfforts amongst the
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rent scctors of the population. this dalogue should

itute an important part of this process.

Jaysian Institute of Microelectronic Systems (MIMOS)
IMOS' was established in 1985 as a technology research and
elopment {RxD1 orgamsation w advise the government of
alaysia in its cliorts to move to the knowledge-based ceconomy

its formative years, it was a small umit in the Priroe Minister's

ice. [ evolved into an organisation five years later in 1990
der the Ministry of Science, Technology and the Enviconment
pder corporate restructuring i 1996, it became MIM( S

ad. [t stil! performs its original role as advisor to the
rernment but has added a special focus on technology
elopment. deplovment, technology poficy and business.
MIMOS has three core sections, technology. and pohicy and

I5iness scetions

hnology: Under the technology secuon are subsections of
earch, product development. development programmes and
owledge management groups. The research group undertakes
tematic and intensive rescarch in the fields of science and
hnology where results are directed into the production and

provement of materials, devices, products and processes. The

oduct development group develops and produces 1CT products
Tine with MIMOS' strategic initiatives. The knowledge
nanagement group at MIMOS i charged with the responsibility
bringing into existence a holistic system {or knowledge

ation and sharing

licy: The policy arm of MIMOS comprises of two divisions

e first is the Information Technology Policy Development

this writing, MIMOS is undergomg restucturing
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(ITPD] division. This arm 1s that which represents MIMOS ag
the secretariat for the NITC. ITPD supports and assists the
activitics of the NITC by providing the platform for the cross.

sectorial planning and cooperation between the public, private 2
and commanity sectors. Its agenda involves micro-level research
initiated to gauge macro-level implications. Results obtained are J
used to make policy recommendations to the NITC
(http/fwww.mimos. my/mimos/htmlicore__itpd htm}.

Another policy arm of MIMOS is the National IT Security
and Emergency Response Centre {NISER] Staruing out in 1997
under the name Malaysian Computer Emergency Response Teang
iMyCERT}

when incidences like intrusion, hacking, and malicious atracks,

its main goal was to assist Malaysians during times

mention a few oceur. lts goal then was to address wider sccurity
issues with the advancement in 1CT and the dynamism of this
cnvironment

Busin The business division of MIMOS has a wholly owne:
subsidiary called MIMOS Smart Computing Sdn. Bhd. (MSCS]
a joint venture company called Digicert Sdn. Bhd. and Business

Ventures office. MSCSB is a wholly owned subsidiary set-up in 2
1998 to develop the local computer industry. In collaboration
with several industrial partners, it is now one of the largest local
computer manufacturers. Apart from the assembly and sales of
computers, MSCSB is also in the business of computer
peripherals, advisory and consulting services as well as project
management

Digicert Sdn. Bhd. is a joint venture between MIMOS and
POS Malaysia Bhd. The company offers digital certificates, whi
offers assurances for secure online transactions. The company
a Public Key Infrastructure technology, which ensures the
authenticity and integrity of information transmitted during an
electronic transaction. [t also ensures non-repudiation during
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nsactions. Digicert’s PKI complics with the requirements of the
ataysian Digital Signature Act ol 1997, Finally, MIMOS
kiness Ventures Office was established to assist [CT
treprencurs. {1 welcomes joint-venture projects from such
eprencurs and help fund small short-term 1CT projects that
uld develop ICT applications for the benefit of the country

So far, the success of MIMOS can be deseribed ay mixed. It
succeeded in playing its role as adviser to the government in
efforts to move to the Keeconomy. It has also succeeded in
ating some moneymaking units in the MIMOS family such as
int Advanced Rescarch in Inter-networking (Jaring? unit. But
05 faces numerous challenges moving lorward. Onc ol

is putting in place a good market savvy team to compliment
cellent technical team. The other is the difticulty of how o
ggle its function as an Rl organisation and a businuess entity,
h must make protit. At the tme of writing, the consultancy
p McKinsey have recommended in its report that the

pany's money making units be spun off and that it should go
to its funcrion of remaining solely an RelY organisation

obs, 2002). Just before press time for this book it is reported
e Minister of Science, Technology and the Environment of
aysia, Law Hieng Deng, that MIMOS operations will be

d under three ministries. Under MIMOS restructuring, Redy
be placed under the Ministry of Science, Technology and
ironment, the policy division under the Ministry of Energy
munications and Muhimedia and the business divisions

r the Ministry of Finance {New Straits Trnes, 2003, p.36)
ichever decision the board of MIMOS decides on, what is

18 it needs a clear and concise locus moving torward. to he

0 and to continue to contribute its quota to Malaysia's

to move to the k-cconomy
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4.4 The Multimedia Super Corridor Project
The realisation of the role ICT can play in the socio-cconomics
development of nations, especially in the k-cra is one of the
guiding principles that is behind the decision of the yovernment
of Malaysia to conceive and put into place the MSC projects
Guided by similar projects like that of Silicon Valley in
California, USA, the Route 28 Corridor in Massachusetts and ¢
North Carolina Rescarch Triangle all in the USA, the MSC
would have a learning curve and cases of proven success. Frome
the time the MSC was launched in 1996, it was then looked tg:
the vehicle that would lead Malaysia into the information age
and the knowledge-based cconomy

The vision of the government of Malaysia in creating the
MSC was to create a world-class environment for ICT and
multimedia, and this environment would attract global compang
of international calibre to locate in the MSC, as it is the case
Silicon Valley or the Route 28 Corridor. The vision, which was
long-term in nature, was to complement Malaysia's cfforts to
become a developed and knowledge society by the year 2020
Thus, the government divided the MSC into three phases
starting from its inception in 1996 through the year 2020. The
first phase of the MSC was to cover an arca, 15 kilometres wi
by 50 kilometres Iong. This area was to streich from the Petr
Twin Towers in central Kuala Lumpur to the Kuala Lumpur
International Airport (KLIA}

Located within the 15 by 50 kilometre space would be th
Technology Park of Malaysia, Putrajaya, the new Federal
Government administrative centre, Cyberjaya, the intelligent it
amongst others. The infostructure of the MSC has a present
digital fibre optic network of 2.5 gigabits, which is expandabl
10 gigabits, which is connected to the rest of the nationwide
fibre optic network. Other “soft” infrastructure, include
Cyberlaws, requisite policies to make the MSC a suceess as wel
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entives. MSC's Physical infrastructure includes a network of
ays, quality homes, shopping malls, business centres and
ational arcas and facilitics. The sccond phasc of the MSC,
h started in 2003, will deal with the opening up of similar
dors in Malaysia through the year 2010 The vision for the

d phase of the MSC is to see the whole of Malaysia evolving
ultimedia Super Corridor, and a national as well as

ational test bed for new technologies
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CHAPTER 4

The task 1o move Malaysia to a knowledge-based society 4
cconomy is a laudable onc and needs enormaus work and cffor
Flagship applications were developed in the MSC o help cha
! this course. These applications include the Electronic
1 Covernment Flagship, Government Multipurpose Card
| Sechools, Telehealh, E-Business, Rel) Clusters, and
Technopreneur Development Flagship

{httpffwww.msc.com my/mde flagships)

« Electronic Government Flagship: Would herald Malaysg
efforts to reinvent its government using 1CT. Tt would
compliment government's efforts to increase productivity s
its operation and delivery of services to the people of
Malaysia. The electronic government initiative of the
Malaysian government would also increase the interactiol
hetween the citizens and the government as it strives to
realise its vision 2020. Putrajava, the new Federal scat of
government would be the scat of the E-government init
of the government. Currently, under the Electronic
Government Flagship, five pilot projects have been ident
which is hope to lead Malaysia's ¢-government efforts.
include: Project Monitoring Systems (PMS], Human

)i

Resources Management Information Systems {HRMIS

Generie Office Environment (GOE Elecuronic Procu

(EP}, and Electronic Delivery Services (E-Services)

National Multi-Purpose Card Flagship: As part of
Malaysian government efforts to move to a knowledge
developed society by the year 2020, it has instituted
National Multipurpose Card. It js a collaborative cffort
between government and the private sector to prov!d
common smart card solutions platform as well as enha
ity to exi

services to customers, convenicnce and securt
80




GOVERSMINT EFFORTS T6 MOVE MAEAYSIA TO A K-ECONOMY

applications and new applications that are to be delivered on
. the card. The National Multipurpose Card which would be
rolled out in two stages would have a 32k microprocessor
‘chip embedded in it tis de
across different systems in the country. The first phase would

sloped to be multifunctional

be a pilot rollout of two million to be used within the
SC/K.L vicinity. The second phase would introduce the

rd nationwide.

art School Flagship: For Malaysia to move to a
owledge-based socicty and to be able to compete

ctively in an increasingly competitive global

pvironment, it would need a cadre of workers and a

ulation that is innovative and technologically savvy

must be able to use ICT to increase productivity and to
p develop and produce innovative products. For that to be
e, there is the need to develop new learning and teaching
ods that are germane to the ICT revolution. The Smart
w00l Flagship is onc of the answers developed by the

ysian government to prepare Malaysian kids for the
allenges of a knowledge cra. The Smart Schoo! Flagship
its objectives the below

produce a thinking and Lechnology literate workforce
Fo develop students physically, mentally, emotionally

d spiritually
provide opportunities to improve individual strengths

ncrease stakeholders involvement
democratise education

Ministry of Education of Malaysia and Telckom
hools Sdn. Bhd. Arc in the process of developing the
81



CHAPTER 4

necessary software and other solutions to power this

initiative. What they are developing is calicd the Smar
Sehools Iniegrated Solutions (SSIS). This would encompy

multimedia teaching and learning aids and best schoo|
management practices to help the growth and sustainabi
of this initiative. Currently, the technology infrastructy
this initiative has been completed, so is the teaching and,
learning materials, school management systems among
others. When all the necessary SISS which are currently
tested in 90 rural and urban schools, it would be
implemented nationwide

[t would then pave the way to start the preparation of
next generation of Malaysians to lead the country inan
information-based society :

e Telehealth Flagship: The Telehealth Flagship revolves =
around the dictum that “a heathy mind cquals a healthy [
body " Knowledge-workers and skill workers needed to

pow

Malaysia's move to the knowledge-based economy,
and society would need to be healthy. Hence access to
healthcare and the knowledge about healtheare services @
their availability is important. It is thercfore a process thal
would enable Malaysians to access and manage their persg
health issues and how to access and increase flow of
information and services in the Malaysian healtheare sy
Perhaps the listing of the objectives of the flagship would
throw more light into its purpose. These include

(http/www.msc.com.my/mdcflagshipsith asp)

* Enhance the quality of medical services
® Improve outreach in urban and in particular in rural a8
e Reduce delivery time
®  Save costs
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ecome a Regional Centre of Excellence m Telehealth
Development
Deliver lcading cdge health care products and services

worldwide

e Telehealth flagship also consists of four applications.

hese include

Teleconsultation: This would enhance the optimisation of
the usage/utilisation of experts and would help reduce
patient transfers because it would aftord linkages
between primary healthcare centres and specialist

Mass customsedPersonalised Health Information and Education
Each Malaysian would have the opportunity to have
access to education and advise as it pertains o their
-personal health information. Eifort would be made to
customise such information

Lifetee Health Plan: This component of the flagship
proposcs to offer a prospective hfetime health plan to the
people that would be personalised and proactive to keep
the individual in highest possible state of health
Continuing Medical Education: [t would provide and up-to-
date knowledse and skills to healthcare providers

bgress under this flagship so far has been encouraging. More

formation can he found on thttdwww telchealth commy s

&D Clusters Flagship: The importance of R&l) to the

onomic growth and development of any society cannat be

mphasised enough. This importance is mare pronounced in

e knowledge era. Malaysia realises thatif it is to become a

nowledge socicty and a knowledge-based economy . it must

ef-up its Rel) cHorts. This tlagship aims for the M5C 10 be
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the preferred destination for Rel) activitics in Asia, and ¢
an attractive destination for the development ol next
generation technologics and innovations by world class
companies. But this flagship would also encourage the
development of endogenous technologics. To help spur
endogenous technologies under this flagship, two grant
schemes are put in place

o MGS Grant: Launched in 1997, the MGS grant is an
grant to support R[) initiatives of MSC status
companies

®  MSC Student Attachment Program. This grant scheme is i
allow Malaysian students attain the relevant industrial
experience with [CT companies with MSC status
Collaboration between the Ministry of Science
Technology and the Envitonment and the MIDC are:
place to oversee this programme.

o E-Business Flagship: The revolution of business with t
advancements in ICT has made it clear that to win i
new age of business, one must be conversant with
applications that cnhances relationships and affords
business to be undertaken 24/7/52/366. Connectivi
the Internet, access to timely information about the
customers, the market and products as well as proce
mention just a few is thus necessary. This flagship wi
help contribute to enable Malaysian businesses becor

responsive to this new way of doing business. It wor

also provide the necessary education and services thi
would enable Malaysian businesses accept e-busine!

part of their day-to-day activities.

* Technopreneur Develop Flagship: If Malaysia b

grow and sustain its ICT and multimedia industry, whic
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Id in turn be an impetus to s growth eftorts; it must
elop its own catreprencurs or technopreneurs as they are
n called to see this effort into reality. The
hnopreneurship Development Fagship is the

ernment's answer to this need. It was launched in
wember 2001 with the below four key objectives

. p./fwww.msc.com.my/mde/flagship/td.asp)

To spawn a critical mass of SMIis and start-up companics

nvolved in the ICT/MM industries

To facilitate the growth of patential Malaysian world-
lass companics

‘o create the nuclei for the physical rollout of the MSC

ationwide through the National Incubator Network

To spur the growth of the venture capital industry

The government hopes to achicve these obicctives by
borating with private and public sector entities as well as
titutions of higher learning in the country to offer training
would be aimed at imparting the requisite skills to

lop Malaysian technopreneurs. Furthermore, efforts

Id be made to expand the National Incubator Network to
re and grow more technopreneurs to fuel Malaysia's

to move to the knowledge-hased economy. Other

s would include the provision of sced capital and grants
iese technoprenuers as well as the provision of market

by helping them to go global and linking them with

domestic and international technoprencurs

media Development Corporation (MDC):

ed in 1996, the MIDC is charged with the development
ement of the MSC In short (ts mamn aim is o see the
ome a success. Thus, a 20-year time frame is given 1o
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the MDC for the implementation and execution of the MS
The MDC would thus serve as a "one-stop centre” for appligg
worldwide who want to relocate to the MSCL 1t is also chargg
> globally. The MDC has thy
proposed three stages in which it would develop the MSC

with the marketing ol the MS

use it to lead Malaysia into the knowledge-based society
The first phase of this effort would see the developmeng
the MSC, attracting world-class companies. development of
flagship apphcations, establishment of the Cyberjaya and
Putrajaya and establishing the framework for Cyberlaws
second phase would sce the establishment of Cybercities a
Malaysia and linking them (o the MSC and subsequently tog
Cybereities around the world. The final phase would be w
Malaysia would have a cluster of intefligent cities linked to
in the world, and the country would have been transtormed§

a knowledge-based society

Impediments, Criti
so far

sms and the Progress Trajectory of

The MSC has achieved some notable successes since its
inception. For example, as of September 2002, the MSC ha
about 745 MSCstatus companies, of which 53 of these
companics are classified as world class. The MSC has also o
over 18,000 jobs since its inception and as of May 2002, 40;
these companies had wtal sales of Rn5.65 billion. OFf this
amount, RM4.27 billion was reported as Tocal sates and RME
billion were from sales derived from exports (The Star, 2002,
Development s still ongoing in the Corridor and offorts cof
unabated o attract more world-class companies Lo the MSG

Despite such achievements, the MSC has not being sp
criticisms. Some of the critics of the MSC claim that it is 3%
atrempt 0 replicate Califormia’s Silicon Valley, and so far it
not worked {Alexandra, 20031 Such an assertion is ummm'
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thin the United States, the [-28 Corridor where

wsetts Institute of Technology is located, or the North

4 Research Trianglc, which arc both within the same

ent’ — the LS none of them can be a clone of

Valley or each other. Each has its unique role, different

and dynamics. The MSC is in a different "environment”

established under different circumstances, to tackle

challenges and dynamics, different from that of Silicone

That the MSC project is voung and can learn from the

es of Silicone Valley, the I-28 Corridor, the North

Research Training and other successtul technology

true. But any claim that it is a clone of Silicone Valley is

from the truth

sther critique of the MSC project is the assertion by some,

in the international media, that the project is stalling

the journalist who hold such view claimed to have arrived

omparing the MSC project to the Cyberport project in

long, the Singapore One project and other technology

n the region. The former Chairman of MDC, Dr

Yeop Abdullah disagrees. According to him, based upon

to these other technology hubs in the region, he saw first

their pace of growth and development are nowhere

of the MSC {Asia Pacific Information & Communication

logy, 2001). Some of these critics also paint the MSC as a

real estate project. Obviously, it is impossible to

e any project of this size without massive construction of

re, offices, research laboratories to mention just a few

efore does not make it a real estate project. Anyone who

d Silicone Valley would find out that most of the

es-have huge campuses, comprising of different divisions

18 over large hectares of land

it, these criticisms should be seen in a positive light and

ould be concentrated on moving the MSC ahead o help
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the country achieve its Vision 2020. The continuous challe
that the MSC would face as Malaysia moves to the next phag
the k-economy is the recruitment and retention of knowledgy

workers. Because knowledge workers are a fickle fot, and bec

Malaysia has to compete with other developing as well as
developed countries for these knowledge workers, it is toughi
holding on to even those that have been recruited. 1 will conte
that, that would be the tough challenge moving forward for h
MSC as evidenced by the unwillingness of even highly skille
Malaysians to return home, due to the fact that salaries and p
affered in the country were not attractive (New Straits Times, 2

p.7). Non-Malaysian knowledge workers may feel the same.

4.5 New Multimedia and Cyberlaws
(http.//www cca gov.my/legislat. htm}
Advancements in [CT has brought with it benefits for growt]
has also brought with it challenges as it pertains o existing
If Malaysia has to move Lo a knowledge-based economy and.
society, it must develop new set of laws to address this new
challenge. The government of Malaysia has thus passed four
Cyberlaws through the act of parliament to address this issué
These are: the Digital Signature Act, the Amendment to the,
Copyright Act of 1987, the Computer Crimes Act, the .
Telemedicine Act and the Communications and Multimediag

+  Digital Signature Act (1997): The Digital Signature A2
envisaged and drafted to allow for the removal of doubt?
the possibility of fraud as transactions over the Internet
digitally increases. The Act would therefore allow for thE
licensing and regulating of authorised Certification
Authoritics. The Act would allow the appointment of s
authorities in the country that would be the only ones
allowed to issue Digital signatures and would thus be €2
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ith their certification and identity and that of the signor

ey would make the Digital Signature legally valid in
Malaysia and would have the same enforceability like a
gular physical signature. It went into force in October 1998
opyright Amendment Act (1997): Copyrights arc one
vay of encouraging innovation. It is a legal way ol granting
poral rights to the creator or producer of an intellectual
vork or artistic product to encoarage others to come up with
al innovative work that would benelit mankind
\dvancements in [CT has put such protection in jeopardy
ausc it is now much casier to copy and disseminate this
formation with the new digital technologies. Malaysia’s
Copyright Amendment Act of 1997 amends the
pyright act ol 1987, extending coverage o the new ICT
oducts. This act ook clfect on April 1999

mputer Crime Act (1997): From the development of
IAC, the first digital computer to today's Pentium chip
pcessor computers, the role of computers in the daily lives
individuals cannot be emphasised enough. The criminal
ents of socicty are not oblivious to this fact. Hence they
e developed ways to use computers in their criminal
terprises. Others have targeted their actvities o

mputers of companics and government agencies. New

ds have been created to cater tor these crimes, such as
cking, computer viruses, Spam or junk mail to mention just
. Malaysia's computer crimes act is to deter such abuse
misuse of computers by criminals. The Act makes it an
feNce to attempt or enter computer systems without
thorisation, damage or alter information contained in
puters or computers systems or aid others to undertake
an act. The act also makes it a crime to give passwords

People who are not authorised to receive them. The Act
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was effective June of 2000 (Chapter 12 of this book deg
detail about computer crimes/cybererime)
o Telemedicine Act (1997): Telemedicine is a new way

administering medical advice using ICT to transmit
information, pictures, data and voice over long distance
has tremendous advantages for rural dwellers by bringin;
expert medical advice to their doorsteps. In cases where
between a developed and developing countries, world-
medical specialist can dispense advice to rural and devel
areas without actually being there in person. Despite sug
advantages, it is true that it could be abused with treme;
disadvantages. The purpose of the Telemedicine act by
Malaysian government is to protect this new way of
dispensing healthcare from abuse, It provides that only
registered doctors may practice telemedicine in Malaysi
Others such as healthcare providers, which include nu
midwives and medical assistants, are to obtain a licence
before they can do so

¢ C ications and Multimedia Act (1998): Since

development and growth of the first digital computer a

subsequent development of the world wide web, hyperty
and advancements in satellite and communications

technologies, a convergence process have taken place ca

_T. Legislation in Malaysia i.c. telecommunications an
broadcasting therefore needed to be created as separate
entities. The 1950 Telecommunications Act and the 198
Broadcasting Act are cases in point. With the advancemenl
1CT, new challenges are presented and the old legal
framework would be unable to cope with these new
challenges. The Communications and Multimedia Act o
1998 is to address such shortcomings. The Act would ¢
and define a new role for thase in the country that are it
communications and multimedia industry, outline their
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tesponsibilitics and the cratting of a new licensing
m to enhance the role of the industry in Malaysia's
to move to the knowledge-based cconomy
-sonal Data Protection Act: At the time of this writing
is still going on, on the development of an act to
t the privacy ol individuals, to ensure that data
ected on them and about them are not misused or abused
ronic Government Act: Work is also ongoing on the
Jopment of an act that would tacilitate the delivery of
ment services to the Malaysian public as part of the ¢
ment efforts of the country spearhcaded by MAMPU
nore on this cffort, sce the book, E-Govermment i Malaysia
roving Responsivencss and Capacity to Serve {Abdul Karim &

d Khalid, 2003

¢ development of Cyberlaws by Malaysia is faudable. In
is one of a handful of countries that have Cyberlaws. For
“yberlaws Lo continue to be ellective in this decade and

L they must constantly be updated to enhance their

jnce. An important but not intractable challenge is for the
iment of Malaysia to look for ways to harmonise its

laws with others worldwide. First, it would serve as a basis
gollaborative cHort to fight Cybercrime across borders

, harmonisation aftords the comparing of notes by law
'ment bodics around the globe n the tight against

fime, to come up with best practices and to work towards
internal and internauonal standards for Cybercrime

12 of this hook dealt in detail about Cybercrime
Resource Development Councit (HRDC) Funding for

Marshall, the renowned British cconomist once said that,

ost valuable of all capital is that invested in human beings

9
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play in the cconomic development of countries cannot be
emphasised enough. The importance of human capital is

illustrated by the impressive growth rates that countries like
Japan, Taiwan and other countrics in Asia attained about 3
of decades ago. Most of these countries especially Japan ang

Taiwan do not have natural resources and had o rely on the

well trained and educated human capital. Gary S. Becker, a
professor of economics and sociology at the University of
Chicago is onc of the known authoritics in the area of humga
capital. For his cfforts, he was awarded the Nobel Memorial
in Economics in 1992, Becker built on the work of pioncers )
Ted Schultz, Jacob Mincer, Milion Friedman, and Sherwin

Rosen, to mention just a few. According to Becker,

“schooling, a computer training course, expenditures on
medical care, and lectures on virtues ot punctuality and
honesty are capital too in the sense that they improve
health, raise earnings, or add to a person’s appreciation @
literature over much of his or her lifetime. Consequently,
itis lully in keeping with the capital concept as
traditionally defined to say that expenditures on .
cducation, training, medical care, cte., are investments ifis
capital. However, these produce human, not physical of
financial, capital because you cannot separate a person
from his or her knowledge, skills, health, or values the
way it is possible to move financial and physical assets
while the owner stays put {Becker, 1993}

Deducing from Becker's quote, it goes without saying th
cducation and training are indispensable investments in the
human capital of any country [t is thus clear deducing from
countries who have managed persistent growth in income bi
also had large increases in the education and training of theif
labour forces. Education and training also contribute as a copl
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anism to changing technologics and advancing productivity
. manufacturing and scrvice sectors. Thus for Malaysia to
“itsv‘ion of a developed nation status by the year 2020 and
: to move to a knowledge-based economy, the development
human capital must be one of the most important prioritics
[he policy makers in Malaysia are not oblivious to this fact
e charged the Kementersan Sumber Manusia, (the Human

e Ministry) with this task. Speaking on this issuc, the
psian Minister for Human Resources said, “the need tor SMls
ade themselves becomes even more critical in our

on to a knowledge cconomy. SMI entreprencurs st re-
e the business organisations to knowledge-based

ises and the core competency for survival is knowledge
ment ... [t must be further emphasised that in the context
~economy, knowledge and the ability to apply icis as

ant as capital and labour as a means of production ot
Knowledge is considered the human capital or intangible
nowledge generation, innovation, networking

ities and ability to invent new products are the intangible
that will increasingly determine cconomic success. In this
; the emphasis on continuous retraining and skills

g is inevitable for Malaysian industrics and individuals”

v Jaring. my‘ksmispm243 himi

s section is not about the Human Resource Ministry but
e HRODC funding for traiming of Malaysia's human
Policy makers in the country are aware that globalisation
rances in 1CT are new challenges to the survival of the

Iy Human resource development would be one of the

that would contribute 1o enhancing Malaysia’s TH? and

it competitive to face the challenges of globalisation. To
the government of Malaysia sct up the Human

es Development Fund (HRDF1, administered by the
and earmarked for the training, retraming and <kills
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upgrading of workers. This HRDF is funded by levy

contributions from companies and businesses in the country;

tal of 3.20 million taining places were approved for the
training and upgrading of the skills of workers in the count
the wne of kM1.13 billion, funded from the HRDF

Thitp-fAwww jaring. my/ksm/spm245 him}

receive training to equip them with the requisite skills for ¢
cconomy. Those wha have lost their jobs or are rewrenched
also o be retrained to be able o find jobs in the new sector
the k-cconomy. Furthermore, Lo prevent structural
unemployment, workers who are faced with job insceurity
advised 1o take the opportunity under the HRDE 1o unlearn
relearn new knowledge and skills to better prepare them for
k-cconomy and the information age. Despite such cfforts b
government 1o train and retrain Malaysian workers and pre
them for the K-ccanomy, the response according to the Hi
Resource Minister could be beter. But what is the reason fg
lukewarm response? According the minister, "one of the fa
for the low tratning culture is the negative mindsets among s
cmployers on the importance of training. Reasons given fo
are tight production schedules, fear of losing trained worke
matured technology and placing training at the bottom of i
priority lists” (hitpifiwww jaring my/ksmispm243 htm}
Despite such a low training culture amongst some SMIe
indecd as is the case with some individuals, the governme
continue its efforts and work with those who are acquiring
traintng culture, it must also continue to educate those wil
training culure to change their mindset about the impo
training and the effort of the country to move to the k-ecor
attain its Vision 2020 as well as face the challenges of
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isation. |t must encourage companies to use the HRDF as it
Jally funded by their contributions. When all is said and
the government can only lead these SMIs to the water, but
not force them to drink, so to speak. Those who do not
cannot be saved by the government from the tidal waves of
isation and the dynamic changes in our global environment
f1th hour. Sadly they would go the same way like the

—- extinction

of Government Efforts so far

#orts of the government so far to move the country to the
my and to become a developed nation by the year 2020
ble. First, there has been an unwavering commitment on
of the government to see this cffort a success. This

ent has been demonstrated with the backing of the

tion of the infrastructure and infostructure with the
resources. In fact, Bill Cates on one of his visits to

ia commented on how he was impressed with the

ent on the part of the government to this cftort. The
ent has also put in place the necessary Cyberlaws, one ol
of countries o do so. It has also increased spending

the Human Resource Development Fund 1o train the
knowledge workers to fucl its k-economy cHorts. Efforts
 under the way to bridge the digital divide and increase
etration of |CT beyond Klang Valley (the capital city and
0ns) to the rural areas

the effort is lacking is in R&1) and the generation of

s knowledge. Ral) expenditure of the country is put at
t of GDP, which is rather low compared to some

in the region like South Kaorea, Japan and Singapore

bout 2.7, 2.9, and 1.8 respectively (World Competitiveness
2000). The generation of new knowledge, focal content
ative products is rather inadequate (see more about this
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issucs in chapter 12). For now, the eftorts so far on the parg of
government are in the building of the foundation 1o move o
cconomy. The next phase would be to build on the latter ang
address the areas it is lagging behind

4.8 Conclusion
The cffort of the Malaysian government to move the couny
from a production economy to a k-cconomy should be
applauded. Not only has it spent the requisite resources to p
into place the necessary infrastructure; it has also put into pla
the infostructure like Cyberlaws. The sensitisation process of
+s has also begun. Other structures like the MSC, NIT?
NITA, the HDRF to mention just a few have been put in plag

mas:

support the country’s efforts to move to a k-cconomy. All of #
government's ¢fforts so far can be classified under the first pl
in this book. The next phase, which will be dealing more wi
intangibles and dynamic challenges in our global environmen
will require, still a more concerted effort on the part of the
government. This will entail the making of tough decisions a
the support of the right alternatives. But this effort cannot be
o the government alone, the private scctor and non-

governmental organizations must play an equally important
Indeed, all Malaysians must play their part if the move to the

economy is to be successtul

96



IVATE SECTOR EFFORTS TO MOVE
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uction

portant tole that the private scetor play in the economic
of developing countrics cannot be emphasised enough
fvate scctor provides employment, produces goods and
for export, and is a source of revenue to the government
as the payment of corporate taxes, another source of
fiment revenue. In most countries in the developing world,
ate sector is regarded as the engine of growth, hence the
by numerous governments in developing countries to

ish and enhance its growth. But what is cconomic growth® In
shapter, we would repard cconomic growth as the increase in
ross domestic product (real GDP) and income of a country

time. This can be simply depicted as.

= growth
AY = Yi-Yn
= (GDP at time
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In the case of Malaysia, the private sector has played a
significant role in the country's growth For the last two and
half decades, the private sector in the country, particularly thy
manufacturing sector, has contributed over 27 percent of the
GDP of the country. The private sector was also able to pull
FIDI from 158695 million in 1985 to about US$2,333 million
1990. By 1992 before the Asian Financial Crisis it dropped
significantly, FDI was put at US$5,183 million. The economy.
grew at an average of eight percent over the period 1988-19
prior to the East Asian Financial crisis. In 1998, the country
experienced an economic contraction of 7.4 percent due to
impact of the crisis. Its economy has since recovered and
registered a growth rate of 6 1 percent in 1999 and 8.3 perce
2000. The global economic downturn of 2001 attected Mala
economic growth and it registered a growth rate of 0.4 perc
With the upturn in the global economy in 2002, the country 1§
forecasted a growth rate of 3.5 percent but actually, the ecor

grew by 4.2 percent, surpassing the forecast
Thitp fAwww neac.gov.my/abour/020419mahathir_dinner,_busi
_community. htm} . Because of the important role the private
sector play as the engine of growth of the Malaysian econof
its role equally in Malaysia's effort 1 move 1o a knowledge-b
cconomy and to become a developed nation by the year 202
cannot be emphasised enough. This chapter would Took at o

an efort

5.2 Role of the Private Sector in Malaysia’s Development
The private sector in Malaysia is regarded as the engine of
growth. According to statistics curled from various Malaysial

Extracted from a speech by Dr. Mahathir Mohamad at the dinne?
the Libyan business community, Tripoli, Libya, April 19, 2002
thid
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omic Reports, reports from Bank Negara (the Central Bank]
he Statistics Department of Malaysia the country moved
4.6 percent of its output from constraction 104 pereent in
g, 19.6 purcentin manufacuurng, 22.9 pereent in

Jrure, 40,1 percent in services, with 2.7 percent accounting
thers in 1980 t0 6.5 percent in mining and quarrying, 8.1

ent in agriculture, 29.7 percentin manufacturing, 52.2

¢ in services and 3.2 percent in construction in 2004 {Nee
Times, 2002, p 131, with much credit from the private sector
Jarly the Small and Medium scale Enterprises [SMLs;
ording (o Mangsor Saad. Exccutive Director of Malaysia's
and Medum Industiies Development Corporation

IDEC). as of Junc 2002, there were 53,553 companies in the
gfacturing sector and 940 pereent of these were SMES and
ployed about 333 percent of the total worklorce i the
I 2001, the SME'S contnibuted abowt 15 pereent of the
i

bution rosc {rom 9.1 percent. which is about RM12 Iallion

anufacturing output. In terms of value-added

dyear 2000 to RAVER T Inllion in 2001, The value added
tage has risen (o 18 percent in 2002 {New Straits Times
p.E4). The contribution fron the SME scetor alone proves
portant role the private sector has plaved and contmued o
Malaysia's cconomic growth Apart trom the proviston of
Malaysians by the private sector, it a source of revenue
government. The private sector pays corporate taxes on

e earncd and the government uses such taxes from the

for public projects. Alo, the workers 1 this sector pay

on their incomes and the taxes also go to add 10

ment revenues to undertake social as well as public sector
mes to enhance the lives of all Malaysians. The role

e, that the prvate sector in Malaysia woud have to play

ountry’s ciforts to move to the K-cconomy is of great
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5.3 Public-Private Sector Partnership for Mala
Development

Public-private sector partnesship (PPP is the interlace betwe
the public and private sector in an cconomy. It can simply be
described as the combination of resources of the private sectg
such as, access to finance, business experience, market
orientation, technical expertise, human resource developmeny
and entreprencurship to the resources of the public sector, 5
a¢, an enabling eovironment, legal framework, regulations, p
accountability, social responsibility and investment in social
infrastructure for growth and development. Itis important to
stress hese that the cornerstones of any PPP is that it should -
blend the productive and social cohesion aspects of sustainab
development, that is the governments role of providing an
cnabling” environment and the private sectors role as "active;
partners” in the provision of cconomic services (Lintjcr, 2000,

Magarifios, 20013 The key elements of such a partnership a

*  lorasuccessful PPP o pertain, the governments in
: developing countries must maintain and strengthen their
macrocconomic environment as well as put into place the -
appropriate structures and policies.
e Covernments must also have the requisite legal infrastruch
in place, and mechanism that foster competition, There
be an ctfort to promote and work towards the provision of
social goods and enabling the poor to have an access to t
goods
e Finally, the public sector must take an active and indeed
lcadership role in the provision ol the requisite infrastruct

that would support the private sectors efforts

Public-private sector partnerships would contribute to

cconomic growth and development when they both use their
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ices effectively. The public sector would bring w the
ership its abulity 1o mitigate political risk and be able to
and long paybacks on s investments. The private sector
bring to the partnership its entreprencurial skifls and it

to meet the demands of a changing market place. These

dalaysia-Inc.” where the public sector works closely i
sership with the private sector to bring about the growth and
opment of the country. The government realises that if the

sector prospers, it would pay corporate taxes and its

te sector. Hence the public sector has an interest in the

apment of the private sector. The private sector realises that

le adequate laws, policies and enabling environment for

to survive and thrive. So it has an interestin an eflective
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5.4 The Private Sector and the Challenge of Change and th,
Effort to Move Malaysia to a K-economy
Apart from the partnershep of the private with the public sects
in Malaysia, il it is to contribute t0 move to the K-cconomy g
has to redefine its production techniques and processes. Figg
1CT has made it possible that one can conduct business
24/7/52/366 globally. We are thus now in the borderfess woy
The private sector in Malaysia must therefore develop a glob
view and approach to busmess. Efforts should be invested to
mave away from old ways of sourcing inputs as we'l as the
marketing of their products and services. Cost-elticient met]
with the employment of ICT and other technologics are the:
to go. The general observation ot most private sector busine
in Malaysia is the view that the employment of ICT and othe
technologres to give them a competitive edge by improving
productivity is a waste of time. Such a mindsct is unfortunat
can only be described as shortsighted. In the end, it is Malay
businesses that cannot compete m an increasingly competitives
region and world. Furthermore, the Malaysian private scctor;
invest more in research and development and be able to pro
inmovative products to be competitive in the global market p
or they would be left behind. They can survive and prosper
this challenging global environment if they build competent
and benchmark themselves with the best companies in the wi
Finally, the Malaysian private sector would have to adopt be
practices, benchmark itself to be at the top levels than the
their respective industrics to be able to succeed and stay ahe
(Third Outline Perspective Plan 2001-2010, 2001 ;

5 Re-engineering Malaysia’s Public Sector to move to the
economy

@
e

As already discussed i the preceding chapters. the role of th

public scctor in Malaysia in partnership with the private secté!
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e country 1o the k-cconomy is extremely important. But
pubhc ector to be able to play its role eftectively as an
and providing the requisite environment, infrastructure
be an cffective facilitator, it must re-engineer itself. [t must
th the rthythm of enhancing the capabilities of public sector
ees to be able to employ [CT elfectively in the day-to-day
tof their activities and in their dealings with the public

sectors. The Malaysian public sector must also

ark itself against best practices, and adapting its mindset
orm to the demands of the k-cconomy. To do this, the
those in the public sector have to be continuously
d. There must be the cHort to recruit the best and
t from local universitics, instil in them resourcetulness
Anovative capabilitics and above all, the ability to defiver
r secvices to the public and the private sector { Third
Perspective Plan 2001-2010, 20017

hermore, the work cthic of the public sector in Malaysia
hange. Public scctor jobs in these competitive times can no
be regarded as just a JOB, a place to cart mitkan {make a
), Hence, most workers in this important sector of the
y can no longer approach their jobs with a lackadaisical
Complaints by the populace about the services rendered
public leave much to be desired {Saminathan, 2001
, the public perception of the avil service in Malaysia,
ing to the cditor-in-chief of the New Struits Times, a
Han daily, is that it is now less elficient, less transparent
before) and cven cormpt iNew Stants Times, 2003, p 43 1t
made clear that there are many in this sector who work
rd and are cognisant of the important role that the public
play in the cconomic growth of the country. But there are
ew bad apples that are believed to take Irequent breaks for
fik (tea breaks;, and at the end of the day accomplish litde of
sk at ther disposal. The complaints by customers of Titup
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(closed) signs during peak hours, with only onc or a few wing
to serve them also gives a bad impression ol the civil service
{Arifin, 2003), These are just a few examples that give all in
pablic sector a black eye. This would definitely hamper
Malaysia's elforts 1o move (o the K-cconomy, Civil scrvants g
theretore raise their benchmark to a higher level if they are ng
retard the country's progress in a more globalised and
competitive world, observed, Abdullah Abmad, the Croup E
of the New Straits Times (New Straits Times, 2003, p.9)
On balance, several initiatives have been embarked upony
enbance the quality of the public sector in Malaysia. Some of
these include the implementation of Total Quality Managem
(TQMY), client charter, quality control circles, improved count
services, new systems and work procedures, and positive wo
values (Abdul Karim, 1999). And in fact, the public service i
listening. An initiative is already underway to retrain civil
servants manning counters to ensure cfficient service to the
public. According o Samsudin Osman, Chicf Secretary to the
government, it is important that those manning counters wei
helpful and have a pleasant demeanour as they formed the
trontline of the civil service. Me added, "This is important as
public will immediately form a bad impression of the civil se
if they come across a rude and unhelpful counter staff” (Singl
2003)

to be effective and to contribute to the re-engineering cffort

Allthese efforts are steps in the right direction. Hows

the public sector, these initiatives implemented thus far need 8
be constantly monitored, re-evaluated and streamlined to meet
the dynamic challenges of global competition. Where neces
new and innovative methods needed to contibute to the re-
engincering cfforts of the public sector, must be applied. All
these efforts will go a long way to help the public sector in

Malaysia contribute its quota to enabling the private scctor @
the country transit effortlessly to the k-cconemy
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e Sector Efforis to Move Malaysia to a K-economy
eady mentioned, the important role that the private sector
laysia play in the growth and development cHorts ot the
cannot be emphasised enough. Similarly, as Malaysia
akes efforts to move to the K-economy and to become a
oped nation by the year 2020, the role of the private sector
¢ effort is of ecnormous importance. Increasingly, as

ledge becomes the input that determines a country’s
titiveness, Malaysia's comparative advantage in producing
acturing products using cheaper factor inpats is being
nged by lower input cost countries like China. Other
eping countries arc cnhancing their 1CT and technological
silities to move up the value chain and to remain

titive. The private scctor in Malaysia cannot be oblivious
changes and challenges from other countries 11t is to
competitive, it must intensity its cfforts to increase ity
ivity by embracing [CT and other new technologics as

S processcs

this wise, the private sector in Malaysia must forge global
es and use benetits from these alliances to enhance their
oduction capabilitics. Some of these alhances could be of
borative nature or could be strategic ones to enhance their
lities in arcas of high technology all helping them to enter
markets or diversify their production and products.

10 this must be a strive to be cflicient. An efficient private
would be nimble to be able to take advantage of

nities in the global market place and 10 be able 1o

d to rapid changes in the global market, which can be

d as volatile at times. Indeed, it wilt contribute ta the
itiveness that Malaysia nceds to be a player in the global
 place as it moves to the k-cconomy and strives 1o be a

ped nation by the year 2020
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Furthermore, for the private sector i Malaysia to CONtrify
to the development of the country and its move 1o the k-
economy, it must invest a significant percent of its operating
&) Currently, the
investment of the private sector of Malaysia in R&D) is rather
{New Straits Times, 2003, p.B3). Of the current 0.4 percent of
Malaysia's GIP spent on Reb), the private sectors’ contribug

capital in rescarch and development |

has been put at 45 percent in 1992 and 48 percent in 1994
respectively (http/iwww moste.gov.my/kstas/ss tigsfags. htmf
This is partly duc to the limited importance some SMI's and
other businesses in the private sector put on research and
development. Other factors that are ascribed to this is the sc
financial resources to invest in RaD) as more resources are ness
to meet recurrent expenditure as well as regional and domest
competition. Such concerns are sound, however, if Malaysia
move to the k-cconomy and Lo remain competitive, the priva
sector must find ways to investin Red). Not only would ReDZ
enhance the products of these companics, but it would also
enhance their competitive position in the global market plac
new and cutting-edge technologies are developed in the pre
these companies have the right to benefit from the patents ai
copyrights tor a considerable period of time. The private secf
in Malaysia must therefore intensify their efforts in the ReD
arena. They must therefore spend a reasonable amount of th
Gross Domestic Expenditure on RxI) to be able to create nes
knowledge and move the country to the k-cconomy

In an era where the only constant is change and rapid
change, the private sector in Malaysia must be prepared for t
changes. They must identify and abandon outdated rules and
other fundamental assumptions that underlie current business:
operations — thus they must engage in discontinuons thinking
tHammer and Champy, 1993}, Their assumptions about
echnology, people and organisational goals must radically
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. Their goals must be lofuer, aimed at developing high
products and services, at competitive prices Indeed for
ate sector 1o be able to contribute to the Malaysia's

to move to the k-cconomy, it must respond to the

ges and changes in our global environment by re-

ering itself. Hierarchies need to be flatter, cost reduction
o be undertaken and moving up the value chain is a must
onomy Master Plan, 2002)

inally, Malaysia's chorts Lo move to the k-cconomy can be
ed with the ability of the private sector to help produce
essary knowledge workers. This can be done through the
nt training and rewraining of its workforee o be able 1o use
pt to new ways of production. It should also be willing to
p fresh graduates from local universitics. most ot who have
dlls and offer them on the job training. Mostsaience and
ology writers have described this on the job training as

ing by doing " By undertaking task assigned to them these
ates as well as old hands in the private sector industries
learn by performing these tasks. With repetitive

ance of such tasks. they will become “experts” and can

e directed to train others in the ditterent locations of the
ess (Segal, 19871 The process of learning by doing would
e of the ways Malaysia can develop its much needed

ledge workers 1o fucl its move to the k-cconomy and the

sector can help in this eftort

alaysia moves o the k-cconomy, an increased symbiotic
ionship between the public and private sectors will be the
grace. Thus the laissez-faire approach advocated by the
sical counterrevolution growth theorist, a neoliberalism
alone would not work for the case of multiracial Malaysia

imand control cconomy also would not do it A balance i
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the best aption, more of a "partnership” between the public a
private sector. The middle-road, an option the policy maker
Malaysia have opted for, has helped and continue to help the
country in its movement to a k-economy. The road ahead is fg
the public sector to re-engineer itself to compliment the privy
sectors effort as an engine of growth. The private sector musg
also re-invent itself to be lean, mean and nimble to be able to
compete in a dynamic, competitive global environment. Ina
nutshell, the public and private sectors in Malaysia need cach
other. There might be differences in this relationship but the;
is the same — a developed, knowledge-based economy,
Malaysia
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ia's efforts 1o move o a knowledge-based cconomy would
ome challcnges and the road ahead would not be rosy. First
r challenge for Malaysia is to be able to convince the

nt sectors in its cconomy and constituencies in the country
the importance of moving to the New Economy. There is
need to be able to change the mindset of the people from
about production for the nld cconomy to that of

ing for the new. Furthermore, the need to motivate those
n the fence Lo join the bandwagon is another challenge

g on the same issues at the Second Clobal Knowledge
nce held in Kuala Lumpur i 2000 Dr. Mahathir

mmad said, "We must remember to forget old ways. We

e oursclves into new habits. We must build new

, institutions and organisations that are necessary for the
tion Age” (Sakaran, 2000} This will require an innovative
ative way of thinking. This kind of thinking would lead to
tion of innovative products for the global market place

owledge-based cconomy. Second, a lot of Malaysians are
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still in the dark about what the knowledge-based cconony i 4
about. From the experience of this author, conducting a serigs g
seminars nationwide in Malaysia on the K-cconomy, most pegs
ascribe the k-cconomy o ICT. The government would have
cducate these masses, especially those at the grassroots as 1oy
the k-economy really entails and its importance to the growthg
development efforts of Malaysia

6.2 Highly Skilled Labour Force
To develop a competitive edge in a knowledge-based cconor
Malaysia would need a highly skilled lahour force, A highly
labour force is the fuel to the engine of growth in the knowl
based economy. They provide the "know-how” that goes in
production of innovative products to enable a company ora
country be competitive in the global market place. As mentige
carlicr in this chapter, the short-term prospects of that happ
are not bright. The recent report in Malaysia's Knowledge-base
Economy Master Plar acknowledges this problem It states that;
than 30 percent of Malaysians of the relevant age cohort re
tertiary education, compared to over 50 percent for industria
nations. In addition, out-migration drains the limited talent
At feast 50,000 professional and technical personnel have mij
to Singapore, Australia, New Zealand, US, Canada and Europg
over the last 15 years. Currently, between 500 and 1,000
Malaysians work for high-tech US firms in the Silicon Valles
alone. An estimated 51 percent of foreign ICT workers in
Singapore are Malaysian nationals. The over 100,000 Malay!

students overseas are another source of potential out-migrati

{Knowledge-based Fconomy Master Plan, 2002)
The only other alternative is to bring in the requisite skill
labour from outside and conditions in the country should be
liberalised for their recruitment. At the time of this writing
authorities are debating the appropriate provisions in its
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ation policies that would accommodate such a need

t upsetting the balance ot the multi-racial and multi-

s mix of Malaysia. The government is also studying

of how it would compensate such skilled labour to be
compete with other countries that are also courting the
illed labour without creating discontent amongst its

. Another short-term strategy to meet the shortage of
udge workers is the provision of incentives in the 2000

to lure skilled Malaysians back home (Zainuddin, 2000}
rategy is termed by the authoritics as a "knowledge-gain”
Though this cltort should be lauded. it is not going to be
task. First, the wages and salaries paid to Malaysian
fworkers abroad are way high compared to what these
orkers would receive if they come to Malaysia. If the
ment is to match such salaries, it could pose a strain on its
diture. The government should continue to review this

e and where it finds some intangible benefits that could
to the country by recruiting such skilled Malaysians, it
make all eflorts to make them return. There should also be
compelling rcasons more than moncey lor most of these
Malaysians to return. This is because Malaysia may not be
compete in matching the remuneration currently enjoyed
t of these skilled workers abroad and could alfect the

of such an initiatve. The long-term strategy of training
pulace, as part of such cadre of knowledge-workers to

the knowledge-cconomy cannot be cmphasised enough

ich efforts would require massive investments and a

titted effort on the part of the government to make 1t

. Mentioned should be made that the government of

i is expanding the physical capacity of the public sector
I institutions Lo contribute in the training of the requisite
abour. For cxample, the Industrial Training Institutes (IT14}
dvance Technology Centres (ADTE
111

s) alone, under the
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Ministry of Human Resources realised about 17,000 full g
trainees in 2001, This expansion is set to continue under thy
Eighth Malaysian Plan (Yeoh, 2002}

The government as well as the private sector institutio;
should start a process of industrial attachment for some of ¢}
current skilled labour force in other domestic or internationy
businesses or institutions in similar or identical industries
kind of industrial attachment or "skills retooling” will help
Malaysians learn new processes, techniques and "know how!s
will enhance their knowledge and skills sets. Upon their reg
their original posts, they can blend such new knowledge an
experiences 1o their work to bring about innovation and
increased productivity. This proposed “skills retooling” sche
would enhance the existing skilled fabour in the country, wi
will in turn pass it on to other Malaysian workers on the job,

6.3 Enhancing Innovation and Producing Innovative Produy
Another important challenge that Malaysia would face in its
efforts to move to a knowledge-based cconamy would be its
ability to build an innovative capacity in the country to be af
to develop innovative goods and services for the knowledge:
based economy. With increased liberalisation of economies
the removal of tariff barriers, goods and services produced b
Malaysian companies and workers will have to compete wit
multinationals and those of other developing countries, espe
those in the South East Asia region. [n the ensuing competit]
market place, innovative, quality and competitive priced goo
and services will win the day. Malaysia must thus build an
innovative capacity in the country to offer it the advantage i
increasingly tiberalised globalised environment. Such an
innovative capacity will not happen without a firm commitme
on the part of the government, the private sector and institu
of higher learning. A commitment of incentives and recogni
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od place to start. Furthermore, rescarchers and

jons of higher learning must venture into new and cutting-
ds. [n the words of Raja Permaisuri Agong Tuanku
Tengku Abdul Rashid, the current queen of Malaysia and
tor of University Sains Malaysia (LISM], "take 'big leaps’
ring new fields.” To USM rescarchers, she said it was

it they came up with “innovative and creative ideas to be
d by others” (New Straits Times, 2003, p.8}. The queen’s

is not only to USM researchers but applies equally to all
s in universities and institutions of higher learning

jout the country. Indeed, scientist and researchers in the
must strive to undertake original rescarch into arcas
eakthroughs are made for innovative products to evolve
vaits Times, 2003, p.9}. [t would also require a proactive

ich where the requisite resources should be provided for

to develop products and processes to help the country
ete in the knowledge-based economy.

fe 6.1: R&D Expenditure for Selected Countries
R&D Expenditure (% of GDP, 1998)
17
16
0.7

World Competitivencss Year ook, 2000, World Development Report, 19012000,

13
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The current amount of resources allocated to Rl in thy
country as a percentage of the GDP is at a low 0.4 percen
compared to other countries (see Table 6.1). Furthermore, §
bring about innovation, the government must foster an
envirenment where creative and innovative thinking are
rewarded. Incentives should therelore be given to those whe
come up with cutting-edge ideas and recognition should
accompany such discoveries in the lorm of "the Malaysian
Prize," like the recognition bestowed by the Albert Nobel
Foundation of Sweden on Nobel Laureates world-wide. Bug
Malaysia's case it should be for contribution to the innovati
capacity of the country. One must say in passing that,
recognition ol contributions to the country is nothing new
Malaysia. The recognition bestowed by the King, Sultans ai
government on individual Malaysians, comprising of titles
as, Tun, Tan Sri, Dato and Datins for their contribution in dives
ways is laudable. The difference between the proposed
"Malaysian Nobe! Laurcate” and the aforementioned is that

"Malaysian Nobel Laureate” should have reasonable prize m

to accompany it to make it coveted. [t should also be strictl
the contribution of an innovative product and process or
processes that would enhance Malaysia's innovative capacity
competitive standing in the global marketplace. In addition;
eminent international panel of judges should statf the selectif
process, with the selecting process design to be akin to the -

Swedish Nobel nomination and selection. This would make:

the process is not cheapened and those Malaysians who earf}
such a Nobel see it as an epitome of achievement. At the end
the day, the sole aim of such recognition is Lo serve as an i
to spur an increase in ReD) and in academic and non-acadend
rescarch to come up with innovative processes and products]

Malaysia and the global market place.
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Capital
ore, the challenge of the government should be in the
g of its encrgies Lo parncr funds and make sure such tunds
i available to local entreprencurs to enable them produce
ive goods and services for the knowledge-based
y. So far, the government has madc available RM130
to the Multimedia Super Corridor ventures. RM300
has also been made available to Mayban and Commerce
. Such clforts on the part of the government are laudable
omparison to Australia and Singapore pale. Australia has
d RS billion and Singapore RM3.8 billion respectively as
- capital (Sivapalan. 2001} The reason why such a pont
be stressed enough is that in the era of knowledge-based
ny, all the aforementioned countries would produce goods
services that would compete with those of Malaysia in the
d market place. Malaysia cannot aftord wo be left behind
ture capital industry in Malaysia thus needs to be
ped as an alternative source of linancing to contribute to
d the gencration and commercialisation ol innovative
e Table 6.2 below)

Table 6.2: Venture Capital Funds/Companies

Capital Funds/Companies Atend 2000 At end 2001(p)
nds/companies inos! 3 36

ee companies inos} 159 180

RM Million)

gholder's funds 983.2
lities 993.8
wmillion)
ents in invester Companies 718.2 652.9
rassets 797.8 1,324
1516 1,976.9

i {3 Didnsaary

Saurce: Bank

s
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Mention should be made in passing that in the 2001 4,
presented by the Malaysian government, RM500 million hag
allocated to fund the start-up stage of companics in the co
who venture into areas related to the knowledge-based €Cong
During the period of the OPP3, the government has allocag
RMT.1 billion to develop the industry. All these elforts are
in the right direction. But it must also be kept i mind by
aspiring "knowledgeprencurs” that they can outsource privag
venture capital 1o grow their companies. But they should be:
aware of some of the dubious venture capitalist. A word of &
caution here 1o these "knowledgepreneurs” is that there are
of dubious private venture capital funds out there and they
do anything to help you part with your limited resources,
scam venture capital fundsicompanics have duped a lot of
Malaysian and forcign entrepreneurs and “knowledgepreneus
Others were lucky to slip through the net of these dubious
venture capital funds (The Star, 2002, p.30). Aspiring Malay: i
"knowledgeprencurs” and “technoprencurs” must undertake th
requisite thorough due diligence when dealing with venture.
capital firms. They should not let their hunger for capital d
their visions. One rule of thumb to go by is that, when it is
good to be true, it is indeed too good to be true. Having sai
this, the government should wadc in and put in place a forma
regulatory mechanism for venture capital firms in Malaysia a
registry where their authenticity can be checked out

Still on the issue of funding, efforts should be made to
revitalise the Malaysian Exchange of Securities Dealing and
Automated Quotation (MESDAQ), Malaysia's version of
National Association of Securities Dealers and Automated
Quotations Systems (NASDAQ), the U.S. technology exchal
where entreprencurs can raise funds to undertake ventures el
to the knowledge-economy. The importance of such a propos
is because the government alone cannot provide all the funds
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o fund "knowledgeprencurs” and “technoprencars” who
& venture into business pertaining to the knowledge-

y. In the LLS . and most developed countries, most of the
e capital raised by the new economy entreprencurs is from
jous venture capitalists and trom their technology

s. MESDAQ must be revitalised to do the same for

sia and Malaysian “knowledgepreneurs” what NASDAQ

e for LS. “knowledgeprencurs.” But efforts should atso be
encourage participation of “technopreneurs” and
dgeprencurs” in the Kuala Lumpur Stock Exchange
Measures should be put in place to enhance the cost
veness of the KLSE, accessibility and transaction cost

0 be reduced to ensure maximum participation for

an entreprencurs to fead the country into the k-economy
this juncturc, credit needs to be given o the government
management of the KLSE and the Securities Commission
ing and rclcasing Malaysia's Capital Market Master Plan

) in February 2001. The CMP would cnable the creation of
t capital market structure to help in the mobilisation and
ocation of capital. Efforts to bring MESDAQ into the KLSE
‘well as the setting up of the Labuan International Financial
ge (LFX) are all commendable. The role of capital in

g Malaysian “knowledgepreneurs” and “technopreneurs” o
iCe innovative products is of extreme importance in the

s efforts 1o move to the k-cconomy. Hence KLSE must

e to play its important role as the source where
Aedgeprencurs” and entreprencurs can raise money on the
market. [t must also continue to upgrade its technological
cture and human resources to make it efficient and

titive vis-a-vis other international bourses to ensure an

o capital by Malaysian entrepreneurs to lead the country
e k-cconomy and to realise its vision 2020 (Yeoh, 2002}

"7
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6.5 Challenge of a turbulent and chaotic global environ,
The luturist, Alvin Toftler, wrote in is best selling book,
Wane that, "a powerlul tide is surging across much ol the
today, creating a new, often bizarre, environment in whicl
work, play, marry, raise children, or retire. In this bewilde
context, businessmen swim against highly erratic cumomi:
currents; politicians see their ratings bob wildly up and dg
universities, hospitals and other institutions batde desperag
against inflation. Value systems splinter and crash, while i

are burled madly about " Totfler adds in the book tha

time when terrorists play death-games with hostages, as
currencies carcen amid rumours of a third World War, asi
embassies flame and storm troopers face up ther boots in g
“offler, 1980

lands, we stare 10 horror at the headlines
may ask, why dredge up such gloom? First, T must point o
am not a Cassandra neither am [ about 1o announce a dog
: prophesy. These quotations are just to drive home the

we live in a chaotic global environment, as such; the un

b and chaos of our world today should be factored in, in al
3 plans and policies. But it is alse (o point out that iCis witl
chaos and uncertainty that the winners of tomorrow are
This is because one man's chaos is another man's opport
According w Tom Peters, the winaers of tomorrow “willdé
proactively with chaos, they will Took at the chaos per se
source of market advantage, not as a problem o be got af
Chaos and uncertamty are market opportunities tor the
capitalising on flecting market anomalies will be the succes
business’s greatest accomplishment” {Peters, 19881, In s
victory in this chaotic world will go to those who can an
willing to master instability through a concerted and cof
cffort of constantly working on their 1csp«ms»wucss—cnh

capabifitics

g



CHALLENGTS a8 03 SOLLTIONS

erefore goes without saying that one of the challenges
aysia would face in its ctforts to move to a k-economy

e the challenge of a turbulent, uncertain and chaotic
environment. These wrbulent and chaotic challenges

of an economic, political and social nature. For

who knew that the Asian Financial Crisis was going to
o could foretell the recent September 1 1th bombings of
Towers in New York City and the subscquent socio-

i and economic impact it had globally? These and many
what | call the X factor. [n other theretore for Malaysia
ith the X factor as it prepares (o attain a developed

atus by the year 2020 and (o be a knowledge-based

: the X factor must be factored in, in all aspects of the k-
-process, programmes and policies. This is to forestall
pnality in decision making, reacting to such chaotic

, instead of having in place the shock absorbers and
site landing gear to cater lor a soft-landing in such

mes, so to speak

ntellectual Property Rights (IPRs) and Wrongs
nitive currency of a knowledge-based cconomy is

1 property rights {IPRs). Such IPRs include copyrights
rademarks, scrvice marks and goods of geographical

: Increasingly as our world is characterised by the

e of creative products, technologies and techniques as
formation; global wealth would be determined by an
.country's ability to produce and control knowledge
edge products, and since IPRs are used to protect such
, countrics will zealously protect such rights. In fact,
e shown that IPRs are positive correlated with real
apital (Maskus and Penubarti, 19953 [PRs in a way are
dpolies awarded to original owners of copyrights and
enable them henefit from their discoveries. Such itis
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hoped, would serve as an impetus to foster innovation and g
discovery of new products, processes and other artistic cregy
to better the lives of mankind. They are also a way of cnsurigg
the effective distribution of those inventions into an econg
{Maskus, 2000). Individuals, companies and countries that
infringe on the rights of others would be visited with legal ag
where punitive damages and lost revenues duce to such v
infringement would be sought by the IPR owner
Sadly, respect for IPRs of others is very low in Asia and
indeed in Malaysia. Pirated CDs, VCDs, DVDs and softway
well as designer goods, and the making of photocopies of e

books without the written permission from the owners of
copyrights are commonplace. Efforts by the appropriate

authorities in Asia to stop such violations are underway but
be described as “bandage measures.” There are laws on the b
in most Asian countries to punish copyright and patent violat
but their enforcement are sparse and fines are minimal and d
serve as a deterrent to violators. The consequence to Asia ard
Malaysia in particular as it moves to a knowledge-based eco
can be disastrous. First, athers in similar developing countri
violate the copyrights or patents of Malaysian companies wil
impunity or point to Malaysia as a learning curve for their
activitics. Second, developed countries can blacklist Malaysi
seek and impose trade sanctions on its exports unless such
practices were stopped. Some companies can cither argue fol
stopping of shipment of their goods and technologies toa &
specitic country fearing that their copyrights would be viok
Many are the measures that could be taken as retaliatory by:
countries that could harm Malaysia's knowledge generation
export cfforts. Hence, the appropriate authoritics must devel
workable ways to arrest copyright and patent violations 10 8

country.
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et, it cannot be emphasised enough, the difficulties that

PR regimes have exacted on developing countrics. Some

old views that regard these dilficultics as IPR “wrongs *

argue that this could be the reason why some of these IPRs

olated with impunity in some developing countries

s, 2000}, One of such wrongs given is the rigid and

ble nature in the pricing of products and services by IPR

mostly in the North. Since the income per capita of

in developing countrics are not the same as the developed

PRs holders should take that into consideration in the

g of their products and sesvices in developing countries
nately, no consideration is given to customers in

eping countries in the pricing of much needed products

medicines. The experience of South Africa as it pertains

DS antirctroviral drugs is a case in point

khother "wrong” is the concern raised by some that a strong

and copyright regime as put forward by the Trade Related

s of Intellectual Property Rights (TRIPsT agreement, would

dverse effects on the terms of trade of most developing

ies who arc importers ol technology. This is because a

patent and copyright regime would also expand the

t powers of these technology providers to the detriment of

ping countrics that would see a higher mark-up in prices. it

also affect the key inputs needed for their industries, thus

a devastative impact on their growth and development

(Smith 1999, Maskus, 2000} Furthermore, [Uis also truc

reigners own most of the 1PRs registered in developing

ies. Because of their deep pockets and external affiations,

are also Trans-national Corporations and such a pattern

d'not change anytime soon. Hence, a strong TRIPs regime

us, 2000)
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In addition, massive rents would accumulate to most of
holders of patents and copyrights, and undeniable, these apa
developed countries. Developing countries see a sizeable
or gross outward transfers in the form of payment of rengs
because they own less patents and copyrights, the apposite;
would be the case for develaped countries. Thus, it would
exacerbate the growing economic divide between develop
developing countries. Finally, the issue of patents for biote

inventions which consist of genetic research tools,

pharmaceutical products, transgenic strains of plants and anig
as well as biological industrial processes have drawn the ireg
maost developing countries. Tensions have risen when some;g
the scientist and pharmaceutical companies in the North hay
tried to patent, blood types, DNA and living organisms. Son
the reasons for such concerns are either ethical, the possibili
unknown health risks but most importantly, the "cxplmtati:
the genetic resources of developing countries (Maskus, 2000
Correa, 2000}, [PRs therefore can be said to have inbuilt ben
as well as costs as elaborated on so far. Hence, developing
countries including Malaysia must watch the issues of IPRs &
closely, especially as it pertains to debates at international
This will make sure that IPRs are not used by developed co
to strangle their development and growth cfforts, rather it sh
be harnessed to produce a win-win situation for developed
developing countries as a whole .
Also, the Malaysian government despite the understandi
some of the inherent “wrongs” of IPRs, it acknowledges thei
rights and benefits and has started clamping down on violato
IPRs in the country. For example, the government has ordet®
the Domestic Trade and Consumer Affairs Ministry to wage:
all-out-war against copyright piracy, a menace it regards as |
seriously affecting innovation. The extract of a full-page
advertisement to warn culprits speak to this seriousness
122



CHATTESGES AND SOITIONS

NOTICE
STOP USING UNLICENSED SOFTWARE

Ministry of Domestic Trade and Consumer Alfairs views
piracy scriously

frware piracy i a crime and the Minisury will continue its
d and concerted crackdown on software piracy of all

onsequences to offenders are very serious. Retailers

tors and End-user Corporations who are engaged in any
tivities face severe penalues under the Copyright Act

d the Trade Descriptions Act 1972, 1f found guilty under
yright Act 1987, offenders risk enminal penalties of fines
10,000 for cach unlicensed software, a jail sentence of up
1s or both. Senior management of corporations including
, company sccretaries or managers could be deemed

of the offences committed by their corporations and he

Ily liable to simifar penaltics. Similar corporate offenders
ety penaltics under the Trade Description Act 1972 of up
50,000 in lines. Semor management may be personally
fines of up 1o RM 100,000 or 3 year fail term or both

4th Septerber omwards, the Ministry will intensily its
ide crackdown campaign against software piracy. Failure
iply with the provisions of the Copyright Act 1987 will

11 serious consequences 1o the corporation and senior
gement

e New Straris Towe, Setenber 1. 3001, 3 £Full page advertisements

e of the measures o be applied are: the revoking ot

of manufacturers found violating the Copyright Act

g judgement in court against those caught manufacturing
istributing, selling pirated audio, video compact discs

ing of more law enforcement officers and their

yment nationwide 1s in process. Also, sending scized optic
o the Science and Technology and Environment Ministry

Sic tests, registering 1PRs and secking international help
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because the miinistry believes that copyrights vielation, esp
in Malaysia is a syndicate activity, involving gangsters an
underworld elements with international linkages. All these ¢
are steps in the right direction i the effort to combat cop

piracy in the country (Freeda Cruez, 20023

6.7 The Challenge of Arrival 3
One of the challenges Malaysia would face as it makes the
o move to the K-cconomy is the challenge of convincing
masses that it is not going 1o be attained overnight, There
tendency amongst many in developing countrics, who are
clamouring or arc interested 1o benefit from the good that
growth and development bestows but are rather impatient g
most cases are not willing o sacrifice or pay the requisite P
for such development. Yet, it is common knowledge that ng
that is worth having comes casy, and sometimes it arrives ra
fater than its expected. In fact, some philosophers hold the s
that one must sweat before they sweet. But many are those
usually become frustrated and cannot sacritice, or afford to ¥
little fonger for the arrival of the benefits. For these kinds o
people, | would only say that they are enslaved by the "now.
mentality.” Malaysia would be faced with the challenge of
impatience of many in the populace who wish the k-cconor
would shower its benetits on them “now” even overnight
people cannot wait for the day of the arsival, so to speak
Already, some of these people are spelling the death knell of
Malaysia's k-cconomy efforts, as they sce no immediate bengf8
accruing to them. Fingers and unsavoury remarks will be di
at the government for an insistence of patience and sacrifice:
benetit from the k-cconomy. Probably what they might not
understand is that moving to the k-cconomy is a journey notd
sprint. Programmes should therefore be put in place to educa
and rally the people, especially those with the "now mentali
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a move to the k-cconomy as not a developmental

that can be attained overnight or in a sprint. #t should
_ade clear to them that there would be twistand tarns on
a's road to the k-cconomy. Indeed, the ride could be
They must thus be made to understand that the efort to
e country to the k-cconomy is cqually the responsibility
overnment as it is of the populace. One would tike 1o

at “government” used here s to refer to the policy makers
ople have clected to represent them. Often in developing
vies including Malaysia, when most people talk about the
ent, they forget that they are referring to themselves.

ey are responsible for clecting people to represent them
overnment. Mence, this assertion that Malaysia's

sent to the k-cconomy is not just the responsibility of the
ment.” Thus as Malaysia enters the next phase of the

’s efforts to move to the k-economy. it would be faced

je challenge of arrival - those cagerly wishing the arrival

esterday without a clue of what to do when itarrives

known philosapher once remarked, that one had to cross
ert to get Lo the Oasis. The desert represents the

iges one will face hefore they get to the Oasis. Similarly
ia would have to cross 1ts desert before it gets to its k-
my Oasis. These challenges would be trying and they

For need for knowledue workers, the enhancing of its

ive capabilitics, to the issues of captal, intellectual

rights and the challenge posed by a turbulent and
global environment

here are mistakes and missteps that the country would be
with in this cffort. But it will be Malaysia's own mistakes

e ability to quickly fearn from these mistakes and move on
e it well as it moves to the k-economy. Indeed according

125



CHAPTER 6

o Theodore Roosevelt, the 26th president of the ULS. ang g
Nobel laurcate, “far better to dare mighty things, to win glo
triumphs, even though chequered by failure, than to take
with thase poor spirits who neither enjoy much nor suffer

because they live in the grey twilight that knows not victor
deteat.” As Malaysia moves to the k-economy, particularly
next phase, it should be cognisant of such challenges
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7. KNOWLEDGE WORKERS AND
MALAYSIA’S K-ECONOMY

ion
mer the former CEO of Deutsche Telecom once
ked that, “those who don't invest in the future won't have
ommer's observation applies to both individuals and
Investing in the future today is investing in knowledge,
knowledge is the greatest source of economic value and
pmarkets are rewarding people who work with their brains
ap around those who do not (Stewart, 1997}. Such an
ation is more pronounced in the era of the k-economy, an
the production process has been transiormed
tically by constant changes in ICT. Hence for countries,
larly developing ones to survive and prosper, they need to
p the capacity to acquire knowledge and apply it to their
pment process. To be able to undertake this, these
ies need knowledge workers who would be able to process
ledge and apply it for the development of the nation. In
sia’s efforts 10 move to a k-economy, it would thus need
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knowledge workers 1o help it attain this goal. But why woyj,
Malaysia not use its "regular” workers? Why knowledge wo
This is because the 21st Century according to Lester
Thurow, a professor at MIT, entails the play of a new econg
game, with brand new rules, which require different strategy
win. Using its “regular’ workers wouldn't cut it. Hence, no m
how successful you have been in the past, it does not transly A
into future success and if you have to be successful in the
you would have to do things differently . because of the
that will shape the future ‘

and it is always better to play w
the forces than against them {Thurow, 1999). In this sense,
Malaysia is smart, it is playing with forces that would shape
future by moving to the k-economy and knowledge worke
"regular” workers are indispensable in this aspect. Besides i
cconomies of today and the future, knowledge is the drive
growth and the creator of wealth, hence those who have i
(knowledge workers) are the keys to creating this wealth a
hence indispensable in the k-economy (Horibe, 1999)

7.2 Who is a Knowledge Worker?
The question, who is a knowledge worker in a way, is a

misnomer. Does it mean that there are some workers who
use their mental faculties? Definitely not. The use of the WS
knowledge workers is to connote a high intensity of the
knowledge involved in the production process. Hence, a
definition of what a knowledge worker is, is necessary. Tht
so many definitions of who a knowledge worker is, and it
be thus appropriate to laok at a few. Some hold the view tHE
knowledge worker is someone who uses his or her head
than their hands (brains more than their brawn) to produg
This value is added through ideas, their analyses of those
their judgement, syntheses and designs (Horibe, 1999).
define the knowledge worker as a person dealing in data @
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{Cortada, 19981 Peter Dirucker writing in his book, The New
s, describes the knowledge worker as a new majority,

does not lit any interest group definivon. He regards

fedge workers as a “uniclass” (Drucker, 19893 Whatever the
on of what a knowledge worker is. one thing that is

t is that all knowledge workers use their brains more rather
thieir brawn and that they combine both the tacit and the

d aspects of knowledge to unlock value for there

ations. Because knowledge workers can determine the
itive advantage of an organisation or a country and indeed
form the most important input in the growth and

pment cfforts of nations they are in great demand. The
ration for these knowledge workers theretore is rising
irket place therefore rewards those with knowledge and

those without it

Emergence of Knowledge Workers

kabout the emergence of knowledge workers, it would be
fate to draw an example using the Freemasons

cally during the era of the 11th Century Furope. The

ons were members of a guild of skilled workers in Europe
the middle ages. The Freemasons could be regarded as
These

ons guarded sceretly the knowledge and skills needed o

valent of our today’s knowledge wor

build tall stonewall buildings. The secrets of their

re, stonccutting and building were ficreely guarded
the use of secret passwords, handshakes, rings and other
by these Freemasons as signs to identity cach other

ind Bell, 2001

example of the Freemasons of 11th Cenury Earope
the fact that knowledge workers has heen around for
historical times other knowledge workers we can

are scholars, prolessors, teachers, priests, ministers,
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clerics, lawyers, accountants, doctors, writers politicians g

mention just a few (Cortada, 1998). Thus, the true ¢merge,
knowledge workers started ever since when the aforemeng,
workers started exchanging their services tor remuncration;
However, it is only most recently, starting around the 1980
the proliferation of computers and microprocessors that the
knowledge workers gained popularity. Also, know ledge wo,
have gained popularity with the movement from a producti

a knowledge-based economy

7.4 Characteris
Because 1C

ics of Knowledge Workers

“is dynamic and changes are taking place in eve
sector of the global ecconomy, one cannot assume that the
characteristics of knowledge workers are static. Robert Reid]
tormer labour secretary in the Clinton administration curres
professor at Harvard University in his baok The Work of Nati
regards these knowledge workers as problem solvers, proble
identifiers, strategic brokers and | would add thinkers Thus,
goes without saying that since problem identification and
solution are continuous challenges in haman existence,
knowledge work and knowledge workers would always be in
demand. | would then contend in this book that the
characienistics of knowledge workers are more of a moving ta
in this era o dynamic changes in ICT, Albeit, a few
charactersstics can be given to serve as a core to elucidate on
what characterises today's knowledge workers, Some of thesel
include

*  People who mostly use their heads and hands more
their brawn to produce or add value
The knowledge workers of today are busy creating, mining
data, manipulating it and cither disseminating it or using it
aid in the finding of solutions to a problem. One can
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fore safely say that onc ol the most important

aracteristics of knowledue workers is the aforementioned

ighly educated, experienced and specialised

e of the important charactersstics ol knowledge workers is
at they arc well educated. At least, most knowledge

skers have a college degree and most have moved beyond
s level to cither the graduate fevel or have acauired more
owledge through the process of continuous learning and

ining

ighly mobile people

‘nowledge workers are highly mobile within their jobs and
etween jobs of their specialisation. [t is said of knowledge
workers that they think as nothing moving from one job to
nother, say from one university o the other, one company
6 another, one country to another, as long as they stay

ithin the same ficld of knowledge (Econemest, 2001, p. 0]

Non-hierarchical

nowledge workers do not see themselves as hierarchical

or example, the case could be made that an open-heart
rgcon may make more money than a speech therapist. It
ould also be that the open-heart surgeon may enjoy a much
igher social status than the specch therapist. Yet both af
them are knowledge workers and in the case where the
atient of the open-heart surgeon, a stroke victim, may
tequire speech therapy, the knowledge needed from the
peech therapist to rehabilitate this patient suddenly

- becomes more important than that of the open heart surgeon
Econonist, 2001, p. 101, Henee, cach of these two knowledge
‘workers are cqually important, it only depends on the given
ituation when their skills are need. Knowledge workers
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theretore see themselves 1 companson o their wllcagu

cquals

¢ Enjoy lifelong learning
Knowledge workers are lilelong learners. They continge
learn throughout their lifetime and continuously upgrade
their knowledge and skills to continue to be competitive.
Knowledge workers know thatin an increasingly changg
global environment spurred on by information and
communication technologics, the knowledge t.cy gained
vesterday can casily be obsolete the next day; hence they

have to continuously learn, unlearn and re-learn

¢ Take pride in their professional performance and
achievements
Knowledge workers take pride in their professional
achievements and their performance on their job. Mone
may play an important role in the schema of things for
knowledge workers but they do not regard money as th
ultimate yardstick and is usually not regarded as a substi

over their professional achievements

7.5 Categorisation and Qualities of Knowledge Workers
To categorise knowledge workers is taking a giant leap of fai
but | will try. First, knowledge workers do not see themselve
subordinates to those who have hired them for their services,
They tend to see themselves as equals with owners of the
organisation. They also believe that cven though they migh
employed in an organisation, the organisation need them mi
According to Peter Drucker, these knowledge workers tend
see themselves as “professionals” rather than as “employees.”
Taking this into consideration, we would divide knowledge
workers into two main broad categorics — “senior professiol
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junior professionals,” A knowledge worker who is a senior
ssional would be one who has more tacit experience in a

fic speciality. It could be that he started out by gaining
ience and education, codified knowledge in that area and

g practised in this field for a considerable length of time can
garded as such. A junior professional would be a knowledge
er freshly out of school, where they have gained codified
wledge in a specitic arca of speciality. If they join a firm, they
qually knowledge workers and protessionals just like their

or colleagues. They can work on same projects together with
colleagues and because they do not have vast experience

d beyond their formal education like their senior colleagues,
would therefore be categorised by this author as junior
sssionals

ese knowledge workers would all have numerous qualities
et them apart from regular workers. First, they would all be
players; they usually work together to advance the interest
organisation. Second. they are all savvy in ICT usage 1CT
ces productivity and the ability to eftectively use these
Ehnologics to enable the knowledge worker to be very

tive. They also possess good communication skills of both
ten and spoken abilities. They have a positive mindset and
ry resourcetul. Thus the ability to have an open mindset, as
5 being flexible in the adaptation o changes, the ability to
& information, synthesise and apply such information are some
unique qualitics of knowledge workers {New Straits Times
p.10)

rrival of the K-economy and the Need for Knowledge

onvergence of ICT has brought about the knowledge
y. Prior o this in the agrarian and industrial ccononues,

nd labour, capital and labour were the requisite inputs
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respectively in the aforementioned industries. Today in ¢
knowledge-based economy, knowledge and information 4
necessary inputs. In addition, knowledge workers are the
growing group in develop and some developing countries
Their jobs require them to have formal and advance educa
For example in the US today, about a third to half of the

American workforce comprise of knowledge workers. It ig
reported that knowledge-intensive companies in the US,
who have over 40 percent or more knowledge workers, aceg
tor over 28 percent of the total US employment. And in 4]
decade, these knowledge-intensive companies have accow
over 43 percent of new employment growth (Stewart, 1997
explore more about knowledge workers and why they are

most today, it would be appropriate to find out how the tey

“knowledge workers,” "knowledge industries,” and "knowled
work” came about. Most of these words were coined around
1960. The name “knowledge work and knowledge worke
coined by Peter Drucker in 1960 and the term “knowledge.

industries,” by Prof. Fritz Machlup in the same year. These

were coined o show how the emerging knowledge econom
socicty had radically different requirements as it pertains ta
work force or to the type of industrics, which were ditfered
those of the 20th century .

The knowledge based economy need knowledge worke
because they are the key resource to fuel these economies.
nature of work needed to fuel the knowledge- based econofiis
arc specialised and thus require a specialised worktorce. Thi
specialised workforce or knowledge workers come together
direct their special skills towards the production of knowled
products. Hence they could be regarded as a resource in t
production process (Fittz-enz, 2000). As a resource they @
therefore scarce that is why the remuneration for knowled
workers are high in compatison to non-knowledge workess:
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A ing and ining Ki fedge Workers

e knowledge workers are scare in relation to their demand

¥ in knowledge industries, recruiting, managing and

ng them have become a very important issuc for companies

foped and developing countries alike Another reason why
ing, managing and retaining knowledge workers are

iant is that characteristically, they are a highly mobile

. They like to move between jobs, and from country to

in jobs of their specialisation. According to Peter

ér, “they kecp their resumes in their bottom drawer”

er, 1999). Thus, recruiting, managing and retaining them

b in order for them to contribute to the growth and

pment of the organisation requirc a new approach

anies like Mckinsey have built a anique relationship with

iversities in the world and tend to recruit top talent from

niversities when the students graduate. Others recruit

ledge workers by cither luring them away from their

titors with gencrous employment packages and perks

might offer equity in the company to lure knowledge

away from competing companics. Whatever the strategy

, it is clear that recruiting knowledge workers is a

itive affair because in the k-economy, they are the

s of the organisation

ruiting knowledge workers is just the first challenge. The

allenge is managing them. This is because knowledge

s we have mentioned is different from traditional work. In
dge work, the knowledge worker owns the means of

tion not the employer. Consequently, they must be

d as volunteers not employees. Peter Drucker (19997 has
number of ways to do that. They include

€ demands on knowledge workers and hold them
ountable,
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*  give them responsibility;
* putinstretch goals they can be proud of achieving,
* make sure they have training and education;

*  place people so that they are productive;
e give them treedom so that they develop their own sty
®  ensure that they have rewards and recognition

In addition, once these knowledge workers are hired, a
important feature is the ability to keep them, to make sure thy
they do not move to another competitor. Even though mony
not so important to knowledge workers, there is the need to
them satisfied with their remuneration and work conditions:
they are dissatisfied with their remuneration and work
conditions, it could serve as a disincentive to make them leay
Peter Drucker advices that w manage knowledge workers, a
assumption should be made that the corporation needs them,
the ather way around. Thus, “they have to be treated and 2
managed as volunteers, in the same way as volunteers who wi
for non-profit organisations” (Ecoramist, 2001, p.16)

A second most important factor that contributes to the
retention of knowledge workers is the environment
Organisations must develop a nurturing environment that wo
help knowledge workers continue to grow and to realise theif
personal achievements. Any organisation that wants to survit
and prosper in this knowledge- based cra must realise that th
cannot treat their knowledge workers as traditional workers
have them stick around. Any organisation that witnesses a
substantial amount of its knowledge workers leave the comp
or organisation is the hand writing on the wall and indeed 2
urgent call to reform or it could result in its collapse
Furthermore, to retain knowledge workers, managers of
organisations must build trust between them and their knowles
workers. The management must trust these knowledge workefis
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h to allow them to make decisions in their arcas of

ise and they should be respected for it Indeed, i there is
ing that gets under the skin of knowledge workers, 1t is to
their intclligence abused, their work discredited and the
ades that is due them appropriated with impunity by those
ever spent a day on the project. In most developing

ries and (o some extent in developed countrics, cases where
i have hijacked work of their subordinates as their own, ot
where lecturers in higher institutions of learning simply

d their names to works by their subordinates or students
ave a severe impact on the creation, recruiting and retention
owledge workers in organisations where such uncthical

€S are comman

addition. they must also be motivated and encourage into
aking lifelong learing to enhance their knowledge and o
sbute such knowledse to the growth and development of the
isation. For cxample, an automobile engineer who left

1in the 1960s without continuous learning and training

t work on cars of the year 2000 and beyond. This is because
of the cars today have clectronic parts. Chapter ten ot this
would deal extensively with the issue of lifclong learning
Finally, to retain knowledge workers, they must be given
ning” — a fecling that they belong to something, that their

s and talents are appreciated. Most managers of knowledge

ers understand all too well that it is all about sense not scent
dvinsson, 2002, Managing and retaining knowledge workers
he final analysis include the setting-up of “stretched goals,” i.¢
iding incentives; cultivaling a sense of empowerment;
ing every unit to experiment in a "sandbox,” so to speak and
loping an internal market for the exchange of ideas {Cupta
Govindarajan, 2000). An example of a company that has
wed these methods and benefited is Nucor Steel. Nucor used
cial inventiveness to boost employee expertise and also
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“share the pain” programmes to share work loss cqually in
recession, thus stimulating loyalty. It has also associate task
sharing and mobilising knowledge . sharing best practices -
through routine measurement and distribution of performang
data, paying incentives to work groups rather than individugl
reward sharing; keeping individual plants small to encouragy
face-to-face transter of unstructured knowledge; and transfe ‘
people between different plants (Edvinsson, 2002} .

7.8 The Tug of War for Knowledge Workers in Asia
Over thirty years ago, Asia and indeed South East Asia was
place. It was underdeveloped, unstable and was marked as
“incapable of development.” At that time, it was no secret t
much of the world's misery was in Asia. If one can take trip
history of the region, one will find out that, India and Pakis
fought three wars at that time, and the two nations still hav

nuclear weapons pointed at cach other and still squabbling:

that time, the Korean War of 1950 was on, so were many

Indochina. During this same historical era in the region, Vi

D SRR

and Indonesia saw violent upheavals and internal instabilitys
Thailand, Malaysia, Burma (Myanmar) and the Philippine
lot of guerrilla insurrections. China which is today touted
emerging dragon in the region, under the leadership of Ch
Mao Zedong witnessed the brutality of its Red Guards in
1960s, and 1n Cambodia, the Khmer Rouge of which the naf
‘Killing Fields” ts synonymous wiped out over 20 percent of
population of the country (Economist, 1993, p.6)
Economically, in the 1950s and 1960s Asia, there was
compelling about the cconomies in this region to talk abouf
fact Asian cconomies looked rather bleak and were generall
regarded as having no promisc. Interestingly, the economi€!
the region were written-off as incapable of development. Fi
example, a Swedish author, Haken Hedberg, writing about/=5
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prospects for development at that time said it has "no

& fullstop’ (Woranolf, 1983), Hedbergs abscrvation was
sscribed by his view of the cconomy of Korea and others in

hat time. Around 1969, Japan had a GDP per head ot

_South Korea in 1962 had a CDP per head of $110, Taiwan

DP per head of $160 and China in 1962 had a GDP per

$60 (Economist, 1993, p.6). South East Asian countries and

most of the Asian countries confounded the may Sayers

their economies through the export of electronics and

red products. In the process, many of the countries in

on were referred to as “Tigers.” One of the important

tions to such a phenomenal growth was the region's

t fairly educated labour that could undertake the

of these and other electronic products for exports. The

inancial Crisis of 1997-98 brought most of these

ies to their knees. 1t started with the collapse of the Thai

d the contagion spread throughout the region. Most

is like Thailand, Indonesia and Korea had to resort to the

tional Monectary Fund (IMF} to survive

y, most of the countrics in the region are recovering

Asian Financial Crisis and some are even witnessing

dicum of growth. But they are now faced with another

, With the emergence of the knowledge-based

1y, where knowledge now has become the most important

for creating wealth and the knowledge workers now the

it cogs to such a wheel. the demand for their skifls have

ntre stage. Previously when we talked about the country

ipany’s wealth, we talk about how much land, oil and

atural resources they own. Today, a company or a nations

and their value arc tied to the experience and

of their workers or population. Because these

workers are in high demand, developed and
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Times, 2000, p.63. South East Asian countries are no Cxceptj
this. They are scrambling and competing with developed
countrics to attract these knowledge workers and at the sai
time between themselves to hold on to the few knowledge
workers they have. Sometimes, to no avail (Tulcan 2002)
To be able to attract these knowledge workers to their
shores, developed countrics like the United States, Germary
the United Kingdom have revamped their immigration pol
locking out unskilled workers and welcoming skilled or
knowledge workers. The United States increased its H1-B
from 15,000 in 1990 to 200,000 in 2000. The United Kin,
has also cased its work permit rules to meet the shortages
skilled workers especially in information technology. Ge:
which has been restricting emigration. has now launched a g
Green Card scheme to attract knowledge workers ( Time, 2
: According to the German Federation of Industry, the
would need close to 1.5 million IT workers and forcign
knowledge workers in other sections of their industries (Ai

Abdelmalek, 2001). In passing, an observation can be made

the September 1 1th Twin-Towers bombing by terrorist in
York, the recent Dotcom bust and the subsequent dowat
the global cconomy could have affected the increase in th
number of knowledge workers the West was going to abso
Albeir, once things pick-up again, they would be aggressive
scouting for knowledge workers. In the competition to at
knowledge workers, if Asia’s governments are to stand a
chance in growing their economies in this knowledge based
they need to take radical steps to recruit as well as retain
knowledge workers to fuel their cconomies. An example th
would be used in the rest of this section is [T professionalsiz

The projected demand for T professionals in Asia is 8
exceed 2.2 million by 2008. 1t is projected that Malaysia
over 15,000 T workers alone in 2001 and this number is
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ted to grow in the coming years. Korea's need for IT

is put at over 50,000 in 2002, Hong Kong would need
7,000 by 2005 and Thailand would need aver 800,000 in
15 years (Far Eastenn Economic Review, 2000}, This

jon essentially captures the crux of the matter. In fact the
of skills is now being felt across the region, despite the
bust in the U.S. Governments in the region cannot be
cent about this threat. They must find workable solutions
sranted that it is a region that retains deep-scated

issue
about their different cultures, identitics and religions,

the issue of immigration to this mix can be tricky but a

ary cvil in this knowledge-based era. It would be naive to

t it does not carry some socio-political and economic costs
alternative to strike some kind of a balance is to do

fing, which would end up in having the cconomies in the
stagnate.

hermore, the tug of war for knowledge workers in Asia
yond liberal cmigratian policies. One area to look at is
lity to go beyond the impartant emphasis of the culture on
hy and conformity in the region. Divergence views on
issues, which do not conform, with that of the

hical structure’s view can be detrimental for underlings
decisions arc made by a small group of leaders and

is mounted on the underlings to conform. This definitely
stifle the development and growth of knowledge workers
000). This also would stifle individual initiative as scen in
est because in most of Asia, the hicrarchy has to decide on
should be done next. Underlings or subordinates accept
isions or directions without questioning. The sage would
on whether today’s battles require the use of yesterday's

52 Thus, if subordinates are not alvaid to question some of
sions or instructions of their superiors, offering

ative views. onc can then argue that the socio-cultural and
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political milieu in the region suppress rather than foster.
and innovative thinking, a substance for which knowleg
warkers are made off i

There are no quick fixes to this problem, just like jn.
cconomics you cannot vary fix factors in the short-rup,
answer is to bring in foreign talent or skilled labour jn the
term. [n some ¢

s, they might be needed for a long-te

mentioned earlier, this might not go down well with mo:
populations of the region. In Hong Kong for example, it
take about four months just to get a work visa Singapore
is the only country in the region that is much mose fort
in recruiting knowledge workers or talent from abroad, h;
face the grumbling of its citizens who are complaining of
change of the racial balance in the country and what th
Singapore's “fallen talents”. Singapore's Senior Minister,
Yew had to step in and told his fellow Singaporeans that,
we change our mindsets, we will be out of this race.” He
referring to the ability of the City-State to compete in the
knowledge cra. As the cries get louder with the economy.
slump, Lee waged in again, “the policy cannot change. If
change the policy, we undercut our capability to grow ani
expand”. Using the declining birth rates of the country as
example, he added, “Without immigration, we'll be in vel
trouble. If we depend on only Singapore talent, ['d say to
Singapore cannot be sustained. It's simple as that” (New St
Times, 2003). The country had set-up the Infocomm Devel 0
Authority (IDA) to work with the Manpower Ministry to
the shortage of tech-skill workers in Singapore by enablin g
knowledge workers migrate to the nation-state from abro
Eastern Economic Review, 2000),

The tug of war would continue for Asia's knowledge
until the region finds lasting solutions to this issue. [n this B
Economy, any country that wants to be in the money must
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. According to Goh Chok Tong, Singapore's Prime
f we sit back and do nothing, the West will forge

the Internct economy.” He adds, “We have to make Asia
ive to talents as the LLS. is. We have to create a Silicon
of the Mind " (Asiaweek 2000, p.18). Perhaps, the best
start is for the region to begin to take steps to create the
atury workforce and also to engineer a reverse migration
talent from abroad. As it pertains to creating a 21st
orkforce, serinus attention should be paid to the

cy of most of the instiwutions of higher learning in the
as it pertains to producing “thinkers’ rather than “rote
These “rote lcarners” are more interested in passing
ions and getting certificates than becoming “thinkers.”
knowledge worker in Asia must be a person that would
broad gencral knowledge, which in no way diminishes his
pecialisation or expertise. For example, if a person is a

e enginecr, they must have broad knowledge of finance,
ing and even design and packaging. This is important
they can make the best software but if they are unable to
it, no one will buy it. Onc renowned example to state

£ &k the fate that befell the Betamax video format. 1t was
Penised to be the best format than its competitor VHS. But
ormat was better marketed than Betamax, it thus became
bal accepted format and caused the slow death of

. Incidentally, the Betamax was an Asian format

ia and the Need for Knowledge Workers

ia's efforts to move to a knowledge-based cconomy would
possible without the requisite knowledge workers. [nan
ingly competitive global environment, Malaysia’s

Detitive advantage would not lic in its ownership of natural
es. Its competitive advantage would lie in whether it can
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generate and apply knowledge to produce innovative ang
cutting-cdge products for the global market place Knowlg,
workers are an indispensable feature in this equation. Malaye
cannot therefore afford to be complacent in this effort, for
developed countries that are even more advanced are not
on their laurels in their quest for knowledge workers Time,
p.22). More importantly, dynamic developing countries in,
same league as Malaysia are competing to move up the val
chain, For example, China has {aunched an ambitious Proji
aimed at establishing 100 universities, selected for their exg
in key arcas. This project is called Project 21 and its aim
develop its universities into world-class institutions and to
the requisite knowledge workers that China needs for its
increased growth (Far Eastern Economic Review, 2000). If Mala
to attain its goal of becoming a developed nation by the ye
2020 and if it is to be able to withstand global competition
needs knowledge workers. The role of knowledge workers
Malaysia's long-term growth strategy and the effort to ac!
Vision 2020 is inextricably linked to the ability of the coun
draw, develop, manage and maintain knowledge workers.
Compared to other developing countries, Malaysia hi
quite well in the development of its focal knowledge worl
opening its doors to knowledge workers from abroad. S
cfforts although commendable, are not enough to enable h
country attain its Vision 2020 goal. But it is not an casy tash
claborated in the section on the “Tug of War for Asian
Knowledge workers,” many countries ol both developed af
developing are competing with Malaysia for knowledge W
In most of the developed countrics, salaries offered are hif
than those offered in Malaysia for the same job specificati
therefore serves as a pull for knowledge workers from de
countries including Malaysia to those countries. Because
cannot match such salaries, it puts it at a disadvantage. E
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ptries in the South East Asian region are also competing with
other for the same pool of knowledye workers. Those

ies with deep pockets are able 1o attract knowledge

ers from others in the region, For example, it is reported that
51 pereent of foreign T workers in Singapore, Malaysia's
oot neighbour, are from Malaysia {Far Eastern Economic

p, 2000). One would contend that the pull factor for these

wsian workcrs going o Singapore is higher wages and of
the strong value of the Singaporcan dollar o the

sian ringgit. Comparatively, the pull factor is higher

e they gain in the former. But the olten-neglected reason
be that the Malaysian talents are not nurtured or less elfort
e to cultivate and groom them to attam star status (Koh &
daran, 2002, p.t4)

Another important issuc is the socio-political and economic
that liberal immigration policies put in place to attract more
edge workers could bring. First. to getand attain such top
from abroad, Malaysian companies would have w0 pay
closer to similar levels in the global market place. This
not go down well with some of the locals but it the

does not sobve its shortage of knowledge workers, it

be left behind. Since Malaysia needs knowledge workers
ervation made by Robert Bishop a member of the

ational Advisory Panct of the MSC points to this fact

ding to Bishop, "Malaysia docs not yet have enough

nd

edge workers but it has good training programmes
e country must stay in the lead in the provision of cutting-
technology Lo attract knowledge workers to Malaysia as
were attracted to working with cutting-cdge technologics

& Hor, 2000}

he sccond issuc is fear in all of Asia including Malaysia in
nge in the racial balance of the various countrics, An

le can be drawn from the displeasare of Singaporeans with
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their government's policy of aggressively attracting knowlg,
workers from around the world. Many in the City-State 4
grumbling about Singapore’s own "lallen talents” and the p
change in the country's racial make-up (Far Eastern Economic.
2000). Such sentiments and concerns are not only limited
South East Asia. [ndeed, around the world, those Tocals in
country that would lose out due to change are usually vocify
Hence, the policy makers in Malaysia would have 1o strikeg
balance, indeed a delicate dance between the need for knoig
workers and the addressing of the concerns of its citizenry g
the maintenance of national security
Despite such concerns, the lack of sufficient knowledg
warkers in the system would have adverse effects on the e
cconomy and its efforts to move 1o a k-cconsmy. One of
obvious impacts could be the relocation or the decision nol
locate specific industries in Malaysia duc to the shortage of
knowledge workers. It has been reported by the Human R
Ministry, that since the beginning of 2002 to this time of
14 companies have relocated (o other countries resulting i
lost of 506 jobs, and the year also saw the closure of 113
companics, and a sale of 41 resulting in the lost of 7,072 jobs
(New Straits Times, 2003, p.73". Steps must be taken 1o make 8
that more industries do not relocate because of the lack of
specific knowledge workers and the requisite cfforts must b
marshalled to address Malaysia's need for knowledge worke
is in this view that events like the March 9, 2003 police opefs
against 1T professionals from India at the Palm Court aparts
in Brickfields in Kuala Lumpur should not happened again.
over zealous police officers who ook the law into their ows
hands and violated police procedures could have damaged th

Not all these relocations or closures are due to lack of knowledge
workers.
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mment's efforts to recruit foreign walent. (New Straits Times,
L p12) The government acted swiftly to punish the officers
ed and 1o solve the sination. Such cfforts came too late for

of the I'T professionals, who left for home (New Straits Times,

63 p.13)
e effort 1o meet Malaysia's need for knowledge workers
jd entail a multiple prong approach. Recruitment of

dedge workers is one aspect, encouraging Malaysian

edge workers to return home is another. However, the
important effort should be the focus on developing

sia's own knowledge workers. This can be done through a
ed strategy on the educating and training of Malaysians
an, 2000). But if Malaysia stands any chance of enlarging
ool of its knowledge workers, the Malaysian education
needs 1o be revamped and restructured. Existing

fum must be made more innovative to imbue in young
sians the aptitude for critical, analytical and creative

ng. It is from this base that highly skilled and competent
notivated knowledge workforce would evolve (Johan, 2001,
: What is of most importance in the fatter approach is that
ademic content to train these knowledge workers must be
bus, stressing on the maintenance of standards to meet the
inding needs of the knowledge economy. Some of the

te schools in the country have given education in the

a black-eye and the Ministry of Education of Malaysia
started cracking down on such schools and some of them
ing closed down. Others have their accreditation

drawn until certain quality issucs and standards are

sed. All these are steps in the right direction in the effort
duce the requisite knowledge workers for the country. The
nment of Malaysia is also moving on with plans in the
g-up of 18 more industrial training institutes (1Tls) under
ighth Malaysian Plan to meet the rising demand in
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knowledge workers. The country already has 10 of these
existence, with an enrolment of ahout 7.000. The new 18
scheduded to be ready by the year 2005 and cmphasis in th
would be to train Malaysians in the tield of [T tis estimareg
these new [TI's would enrol about 35,000 to 45,000 more
students (De Silva, 2000}

Finally, the ciforts by the Malaysian government requé
highly skilled and qualilied Malaysians to return home undeg
"knowledge gain” programme needs to move beyond sloga
and an attitude of “we are waiting for them to come” to a
vigorous and proactive move to recruit and entice them o
home. Because of the lack of a proactive clement of this s
the response so far has been lukewarm. It is estimated that
are about 250,000 skilled Malaysians working abroad. Si
January 2001, only 104 highly skilled Malaysians have rety
home (New Straits Times, 2003, p.71. The known reasons g
such a lukewarm response is the unattractive salaries and
offered o them in Malaysia; others include lack of suitable
positions in the public and private sectors. But what are th
reasons beyond salaries, perks and lack of suitable position
hindering their return? Qnly a proactive approach wouldi
that and all efforts must be made to remove those obstadl
facilitate their return. In this exercise of encouraging higl

skilled Malaysians to return home, perhaps Malaysia can .
from the examples of South Korea and China who have b
to successfully encourage the return of large amounts of
highly skilled nationals, which have contributed, imment

their growth and development success

7.10 From Knowledge Workers to “Knowledgepreneurs

It is a truism that knowle d;g workers are du cogs Ixhnn

would determine the competitiveness of cconomies aro!
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qd in this globalisation era. The successful development of
aysia's k-economy would largely depend on its ability to

ate, train and produce knowledge workers. The need for
wledge workers to drive Malaysia's move to the k-economy
ot therefore be emphasised enough. Luckily. the government
ing something about it. Apart from increasing the number of
Gher educational institutions in the country, efforts are being
to ensure that the education these institutions offer the
knowledge workers of the country is of high quality. Some
se efforts include the reviving of the education system of
ountry from pre-school to tertiary level and beyond should
iewed periodically to prepare students to meet the skills

d for the k-economy. The curricula should also revised to
ewise and the methods of pedagogy should be enhanced to
the necessary skills needed to spark creativity and

ation in the knowledge workers. This effort of the

ment is bearing fruit and in not too distant a future

ia would produce the requisite knowledge workers it

for its move to the k-economy

t what the government should understand is that

ledge workers would like to work with advance technology
achinery, hence as Malaysia moves to the k-cconomy,
apital investment would be need to increase the

ivity of its knowledge workers and this capital investment
ncreasingly fuel the need for more knowledge work

T, 1980). This latter point has both costs and benefits
ise, it would require increase government expenditure not
capital machinery and technology, but also in training
Continuous learning of the knowledge workers. If such
an increase in the productivity and knowledge of the

€ workers, then the investment is worth it. The bencfits
0t only be realised in the increase in productivity, a

ed knowledge of the workers, but it could also lead to an
151



CHAPTER 7

enhanced innovative capabilitics of the knowledge wa,
the point where some of these workers can develop thei
processes or technologies to further increase productivy
products of such innovation can be sold to other country

When Malaysian knowledge workers become highly
knowledgeable and have the ability to develop innovaty
processes and technologics, they have reached the stagy
Knowled

becoming what | call "knowledgepreneurs
are knowledge workers who are in the business of the ey
of their knowledge, an intangible product or the proces
products of their knowledge for cash or kind. This
“knowledgepreneurs” would have to decide the quanti
time and conditions under which such knowledge wor
exchanged When Malaysian knowledge workers reacly
= advance stage of the development of world-class kno
products and processes, this knowledge and processes
technologies can be exported to other developing co

to some developed countries ta earn more income for
country. A new industry would therefore evolve whe
commodity now sold or exported would be the skills
knowledge of the knowledge workers or the processes
technologies that have been developed by these kno
workers, A case in point is the [ndian |T market. Tod
exports, its [T workers and products to developed and d
countries as well. It is report that revenues from this
bring in over US$40 billion annually for India.
“Knowledgepreneurs” are going to be the next catego
knowledge workers in demand. These are not just ordi
knowledge workers, but those with leadership and
entreprencurial skills to match. Some of the attributes
“knowledgepreneurs” are, that they are risk takers, ind 0
not fear to fail, can think on their feet and are team Pk
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f this author that in the post k-cconomy era
epreneurs’ will lcad the day

icker (2002) writing in his book, Managing is the Next

i , “increasingly, the success, indeed the survival, of
ness will depend on the performance of its knowledge
. It would be difficult to overstate the importance of
on knowledge workers productivity. For the critical

2 knowledge workforce is that knowledge workers are
- they are capital.” If knowledge workers can be
capital, their contribution to wealth creation in an

n or country is of extreme importance. Malaysia

well to heed 1o such advice vis-a-vis its knowledge

it moves to the k-cconomy






8. THE NEXT PHASE

uction

on, once said that, "all successtul men have agreed in being
nist; they believe that things were not by tuck, but law —
e was not a weak or cracked link in the chain that joins
t and the lasi of things — the cause and etfect.” These
tions by Fmerson are equally true for individuals as ttis
on states. L. Noordin Sopice, the Chairman and CEQ of
titute of International Stadics (1SS}, Malaysia,

ent this ohservation, but his take pertains to Malaysia
ding to Sopice, "the fundamental fact is that today’s

ance is always the result of the right things we did in the
ot the right (hings we are doing today . If we do not fay the
ons for the next quantum leap to becoming the

ically advanced country of the future, we will hit a brick
‘e will be bike the many who did extremely well for a time
could not get on to the next plane of development. We
choice but to change, 1o now lay the foundation for the
p forward. [t we fail 1o do so, we will have to say goodbye

N 2020. Our dreams of becoming and advanced country
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would have to be consigned to the dustbin of history™ ¢
20021 In this era of rapid technological advances ang the
for lifelong cducation, the competitive advantage that 5
business of individual has would determine whether they
and prosper in this new knowledge era. As Malaysia trang;
the next phasc of its efforts to move to a k-economy and
a developed nation status, the foregoing observations sho
watchwords

Furthermore, if history were anything to go by, then
demise of Smith Corona, the typewriter company of the g
name would be instructive. Smith Corona was a famous big
known for making typewriters. The company started its
operation in 1886, introducing the first typewriter that co
print both upper and lower-case letters. In 1906, it introd
the first portable typewriter and later the first clectric po
typewriter that had a carriage-return featare. $Smith Coror
disregarded the warning to innovate. With the proliferati
computers and the subsequent reduction of their cost, it s
the death knell tor Smith Corona. The lessons that can be
gleaned trom the demise of Smith Corona for all developing
countries including Malaysia that wants to develop i this
neck breaking change, where no condition is permanent i
invent the future or be passed over by it

Malaysia is one of the most fortunate developing countt
has being blessed with visionary leaders from Tunku Abdul
Rahman to Dr. Mahathir Mohamad ithe baton is about to b&
passed to the next generation of leaders at this writing). Th
leadership had a vision and invested in Malaysia's future, th’

results of which Malaysians are

ceing today. Mahathir's vis

maving Malaysia to the knowledge-based economy and ¢

These obscrvations were made when Malaysia was about to laund]
K-economy Masterplan in 2003
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s for it to attain a developed nation stas by the year 2020
sudable. Numerous investments have been made to secure
ysia's future inan increasingly competitive and dynamic

g1d. The government has invested heavily in education, the
imedia Super Corridor, in the country's infrastructure and
tructure and in many other arcas to secure Malaysia's future
4l these investments would amount to little, if Malaysians do
cease the day (Carpe Diem), so to speak and move the country
gher heights, building on the current developments and

of the country. Malaysians cannot afford to be complacent,
i they do, they would have no one else to blame but

mselves. Al Neuhart, former CEO of USA Today and his
rvation about complaceney is worth quoting here. According
Neuhart, “one of the ruthless realities of life is that nobody

s to the top by standing quictly or patiently in line, unless you
e born there.” Similarly. Malaysia and Malaysians cannot get
e top by standing quietly or patiently in finc. This chapter is
t the intangible and dynamic challenges that Malaysia would
to contront in the next phase of its developmental trajectory
aims to become a k-cconomy and a developed nation by the
r 2020. The chapter will focus more on the internal and

ernal intangible challenges and suggestion on how the country

 overcome them

ew Day

aysia has come a long way. It has moved from a tin, rubber
 palm oil exporter at the time of its independence to the
dorter of electronics and industrial goods and services Today
ew day, a day where a nation’s wealth is no longer

rmined by their natural resources or what cconomists call
parative advantage. Today, the sustainable growth and
lopment of a nation hinges on its ability to generate and
ly knowledge. The same applies to humans. [n today's
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Knowledge era, it can confidently be said that what & humag
heing has does not determine how wealthy he is, but rather
he knows. Why such an assertion? The answer is no far-fetg]

Whatever tangible properties one has can be lost in a disas;

is {even though the general consensus thinks sol, in this ne
knowledge is wealth {Kimbro, 19971 1n this new day, that
would determine whether Malaysia could continue (o grow;
be prosperous would be its ability o move to the knowled
universe, he able to develop knowledge products and servicgs
the knowledge-based economy. It must continue to advan
this new day if it refuses to advance it will fall behind othe
countrics. Henri Amiel, the Tate Swiss philosopher's obse
would help to drive this point home. According to Amiel,
who does not advance falls back. He who stops is overwhe
outdistanced, and crushed. He who ceases to grow becom
smaller. He, who leaves off, gives up. The condition of stai
still is the beginning of the end” (Kimbra, 1997)

Lach new day arrives with its challenges and nuances.
new day Malaysia is facing is no different. It would present
obstacles and Malaysia would have no choice but o surme
them if it has to climb the top. But Malaysia must also be
cognisant of the cost ol its dreams and be willing to pay the

to attain those dreams. A good example to draw on was

Crisis to impose selective capital controls when its current
under attack {Mahathir, 2000a). At that time, global com
conscnsus was that the country would fail iy this cffort I
was cchoed in the hallow halls of Europe, the Americas &
the Washington Consensus that Malaysia was delinking
from the global capitalist system {Asianeek, 19981 Malaysi®
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pted the price it was going to pay for such a decision in

er to save its people from peonage. Today, Malaysia's decision
been regarded globally, albeit grudgingly as right. Today,

of the solutions accepted by the international community as
of the efforts 1o reform the international financial system,
cularly curbing the destructive effects of hedge funds, is the
f “temporary” capital controls, In this new day of the
ledge-based economy, Malaysia needs to trust its guts and
ahead with its plans to move the country to a knowledge-

d economy. The strategics put in place by the government
the building of the requisite infrastructure and infostructure
udable. Now it must move to the next phase to make such a
attainable. The next phase, which is the tough part, has to
with the changing ot attitudes, mindsets, old ways of doing

and the development of an innovative culture to mention

Need for “New Thinking”, “Change of Mindset” and

already been made clear in this chapter that Malaysia has
place the necessary infrastructure and infostructure to
it move to the knowledge-based ecconomy. The Eighth
ian Plan and the country’s OPP3 have made clear the
ment’s intentions and will to move the country to the
edge-based cconomy. Now comes the hard part. In the
hase of Malaysia's move to the knowledge-based economy,
pulace must truly understand what the knowledge-based
y is all about. They must understand that the country is
bout to move to an ecconomy where “brain power” would
de "brawn power.” Not only should this distinction be
trystal clear but also the attendant demands that come with

ing “‘brain power” should be spelt out and the means of
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acquiring and utilising knowledge to help Malaysia move g
knowledge-based cconomy should be driven home

it should be made clear to all Malaysians in no uncertaip
terms, that the need for such effort go even beyond the atta
of a developed nation status but that the future and survival
the nation depends on it. As Malaysia's economy matures ang
faced with the challenges of globalisation, competition froy .
China and other developing countries, a comparative decreg
forcign direct investment as well as a comparative high cos
labour vis-a-vis Indonesia, Thailand, Philippines, Cambodi:
Laos, Victnam (C1.V) and China to mention a few, steps s
moving to a knowledge-based economy are a must or Mala
would lose out (Jasin, 2002} Malaysians should also be made
understand that the knowledge-based economy is for them
is for their welfare and survival as a nation. A concerted eff
must be made by those in policy to develop a method whet
populace should participate in the building of Malaysia's k=
cconomy . Popular participation would serve as the glue for
sustainability of Malaysia’s move to the k-cconomy. [f the
populace perceive the k-economy as “something coming
top,” they may have a lackadaisical approach towards it and
might be difficult to attain the vision in the prescribed timi

One of the challenges of the next phase is making
Malaysians develop a new thinking that the k-cconomy is
and sundry, including the man on the street and that it do
belong to the domain of "gecks” and burcaucrats, indeed
something heyond them and their grasp, This new thinking
2o beyond popular participation in making the k-cconomy &
reality; it should also entail changing of the mindset (see
Straits Times, 2003, p.2). [t will be problematic for Malayst
attain a developed nation status whiles the mindset and a
of its populace is stack in the Third World mode. Malaysia
cannot move 1o a k-economy if the mindsct and attitude of
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pulace remain one of tidak apa (don't cared. To continue to
tend that such an attitude does not exist would be akin to the
averbial Ostrich sticking its head in the sand and it will hurt
efforts to tind solutions to it. A letter by a Malaysian to the
inion section of one of its dailies puts this concern best, "ft
Gis 1o one, not even our good leaders, if we continue to prefend that the
Bitudes and mindsets are okay when there are enough signs around to attest
ise,” (Lovrencicar, 20025 The Prime Minister of Malaysia
it best when he said, “it is only a matter of culture and
ndset, we could be better if we embrace Research and
elopment as a culture and continuously find ways to improve”
Abduliah, 2002a)
The attitude to strive for quality requires a mindset that
ks about quality in whatever endeavour a person finds
selves. [n the k-cconomy where economics are becoming
derless duc to advances in ICT, Malaysians must develop a
fiobal mindsct and outlook to be able to compete. The Yang
'ertuan Agong Tuanku Syed Sirajuddin Syed Putra Jamalullait
e current King of Malaysiaj emphasised such a move and
d Malaysians to be prepared for the borderless world in his
birthday speech. He added, "without preparation, our
try may find it difficult to face the borderless world, to
e the digital divide in society and economic competitiveness
d on information and knowledge” (Abdullah, 2002b). Dr
shathir has also urged Malaysians to change their value
ms, one of being laid-back and prone to taking the casy way
E to one of a "can-do” and willing to seck knowledge and take
10 be able to survive and prosper in this knowledge-cra
rding to [r. Mahathir, progress is not the monopoly of a
or ethnic group, neither has it anything to do with a persons
icile (New Straits Times, 2002b). He adds, "this has nothing to
ith creed or colour, itis just the culture and mindset”
utlah, 2002a). Thus Malaysians of all races can help
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Malaysia move to the k-economy and attain its vision of a
developed nation status if they develop a positive mindset, 5
excellent attitude that allows them to be receptive o new gy
imnovative ideas and thinking. Similarly, the Deputy Prime
Minister, Abdullah Ahmad Badawi echoed the same sentim
his specch before the Oxford and Cambridge Socicty of
Malaysia’. In his speech he said, “If we are going to realise
2020, we must compete for it and work hard to achieve it,
require changes in the way we manage our country.” He adde
“the way [ see it, the malaise affecting Malaysia that may w
jeopardise our way forward is a case of having First-World
infrastructure and Third-World mentality. From poor exe
and incpt management to shoddy maintenance and appalli
customer service, Malaysia is in a danger of possessing the
“hardwarc”, but little software” (New Strait Times, 2003, pp.10
Malaysia's best opportunity for its success in moving to the
cconomy would always lie within Malaysia and Malaysians;,
because no body likes Malaysians more than they like
themselves. The closing chapter of the Deputy Prime Minis
speech at the Oxford and Cambridge Socicty of Malaysia
best, "without changing our mindset, attitude and mentality,
will not usher in the future that we envision. Building a bet
Malaysia means being better Malaysians, [f we cannot step
this challenge, we will almost certainly be poor Malaysians=
left behind” (New Strait Times, 2003, pp 12) .
Finally, Malaysian schools, educational institutions, tead!
and lecturers must also change their mindset and develop né
thinking. Teachers and lecturers wha teach the next generd
of Malaysians must develop a mindset receptive to change!
realigning their attitudes to help the country attain its natiof

See appendix far the whole of the Abdullah's speech before the O
and Cambridge Society of Malaysia |
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Is of becoming a develop nation by the vear 2020 {Near Strait
s, 2002}, Turthermore, the students must be made to

rstand that, the ability to think comes from asking the right
tions and cvahiating outcomes. The observation by the Royal
fessor Ungku Aziz puts it best, "the system doesn't encourage
dents to ask questions and maintains that teachers know best
e Straits Tiwes, 2002, p.4}. Such a

somebody knows best”

ndset must be a thing of the past as Malaysia moves to the o

e of the k-cconomy . In the nest phase of Malaysia's ettorts to
ve to the k-cconomy, educational institutions in the country
1d improve standards and benchmark themselves amongst
best in the world. This is the only way they can produce

d class graduates with the ability o think for themselves, o
ovate and to push the frontiers of Rel> {Ong, 20031
Lecturers in Malaysian universities are also challenged to

e away from a quest for titles, the rappings that come with
titles and concentrate therr efforts on rescarch and teaching
e future leaders ol the country Malaysian universities must

e away from hecoming burcaucratic machines that impede

progress of learning and become centres of knowledy
ttab, 20017 As Malaysia moves o the k-cconomy, nothing
stand in its way. The only thing that van stand in Malaysia's

of its movement Lo a k-economy and attaining a developed

3
]
5

2
7
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scriously change their mindsct’ and develop new thinking,
ditterent from that of a Third World to that of a develop natige
as they move wards attaining a developed nation status. Thy
change of mindset and new thinking would help Malaysia agyg
its vision and when it does, the people would it with the
environment and values that are part of a developed nation ag
hand to a glove. That day a true Banysa Malaysia, one that is ¢

confident, innovative, productive and elficient will emerge

8.4 A Paradigm Shift and a New Value System
The late Winston Churchill, British Prime Minister (194045,
1951-55] once said that, “all the great empires of the tature
the empires of the mind * Churchill's observation is right, begs
whatever we can conceive with our minds we can achieve it if
really want it. Malaysia has as its goal to become a develope .
nation by the year 2020. Plans are in place for the country to
to a knowledge-based economy. The shift of the coumry fro
production cconomy to a knowledge-hased one would not be
possible unless Malaysians of all persuasions want o and wor
together to make it be. There is therefore a need for a paradi
shilt, a shitt from the mindset ot a production cconomy to a
knowledge-based one, This would need the development of 42
value system, onc that moves away from the tidak apa {never
mentality to a proactive one. The new knowledge-based ecol
would not wait for anyone to take their “jolly” time to get thef
their own leisure and pace. Malaysia's competitors are using
an enabler to work faster and smarter 24/7/52/365 to gain th
competitive edge. Furthermore, Malaysian's should also real
ather developing countries are busy trying to catch-up to th

CNBC Asia, *Legacy and Succession” Television interviews and
presentations of Dr Mahathir et al by Teymoor Nabili, February 8
2003
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sreat development level of Malavsia and if the people become
mplacent, they could casily be surpassed in this cra of galloping
balisation {Abraham, 2000}, As the world becomes increasingly
balised, Malaysians would have no choice but to compete, even
s those who do not want (o, Fact. the country will have wo
mpete for markets and investments as it 1s manitested by the
nificant draw by China of FDHrom the region

The nagging complacency ol postponing things that can be
ne today for tomorrow will put Malaysia at a disadvantage in
s competitive cra, The example of the incident of errant

torist who stood in long queues to pay their tinds after the
Stnnesty period expired would suffice here. When the Deputy
ime Minister and the Police announced a further extension ol
deadline as a lurther reprieve. the queues suddenly

appearcd with many of the errant motorist postponing the

ent until the fast minute. The frustrated Inspector-General
Police (1CF), Notian Mai, was at a loss for words at such
aviour since most of the motorist blamed the police payment
nters for such long queues. The 1GP later sad, "to me, the
blem is not the payment counters but the attitude of

laysians who scems to prefer doing things au the very Tast

ute. What we are seeing today is proofl of this” iRazali, 20021
The significance of such a story is to point to the fact that
dalaysians cannot wait until the last minute to contribute their

e to the country's move (o a knowledge-based economy

iere are many who could not be bothered about what the
ledge-based cconomy is all about and these are not just the
inary men and women on the street, but those well meaning
laysians who know better but retuse to do anything. To them
words of Dr. Mahathir from his book, The Challenge, ate worth
Ationing here. At the end of the book, he looks at all the
lations Malaysia has gone through and yet have stayed intact
prospered whiles other countries it started independence
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with have fallen behind or broken ap. He then asks, “wil] the:
realisation of all this cause Malaysians and their leaders to w,
side by side to preserve the integrity and sovercignty of Malg
and the characteristics which have so far managed to make
Malaysia a multiracial nation that is successful and progressive
the true sense. Quo Vadis Malaysia™ {Mahathir, 19971 The
answer is not tar-fetched. To continue in this trajectory, and‘
continue to benefit from its current developmental status, vig:
vis other developing countries, a new value system must be

developed in tandem with a paradigm shift to support the naf

nation status by the year 2020

There must also be a paradigm shitt and the creation of
value system as it pertains to “the cultre of saving face”
In most of Asia including Malaysia, in order to “save face” ant
preserve harmony, Asian's may prefer not (o question, repring
or convey negative messages and feedback. The preference
speak nicely to you in person, but behind you, the worst is
Such an act is duplicitous and unfruitful since the timely cha
sortis not achieved. Instead of stopping a blister before it
becomes a sore; nothing is done for a long tume. By the time
something is done, the blister is almost a cancerous uleer wil
worse consequences than if intervention had taken place wh
the ulcer was just a blister. This concept of saving lace is 3 g
idea and does have its plus points as well as minus ones. The
here is not to abandon it totally, but some aspects of it musk
enhanced or changed if Asian countrics arc to be able to fagE
globalisation, the borderless, fast changing digital and kno
cconomy. Malaysia is no exception as it moves to a k-ecol
For example, if an employee is working on an expensive hig!
technology project and mistakes are made in the process, al
order to save face, the supervisor finds it dilficult to tell th
cmployee that they are making mistakes and show them hol
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srrect iL, it would not only cost the company money to correct
problem later, but the credibility of the company and the
ntry would be tarnished when the product is exported or
dlivered to the customer. 1f the customer is an international
stomer, and say the mistake causes them to lose money and the
ot of the problem is traced to the manulacturer, a legal case
quld be brought against the company and compensation and
itive damages sort. There are many examples of these types of
in the West to mention here. What is been pointed out

sse is for the realisation to be there that such an issuc could

e some challenges to Malaysia as it moves to the k-cconomy

mmitment and Effective Implementation of Plans
impending globalisation with its devastating impacts and its
efections for developing countries, the unpredictable global

ncial system, regional as well as global sceurity concerns can

dictable external circumstances. The Asian Financial Crisis

case in point. It affected Malaysia’s economic growth, which

from a high of seven percent at pre-crisis level o a negligible

} during the crisis. The currency of the country was under

k and many businesses collapsed. Yet the government stuck
its commitment to continue with priority projects that

ld have a significant impact on the country's economy. The

ctive implementation of such plans and programmes. That
hard times can present themselves agasn cannot be raled
Hence, the current and future leadership of the country must

&in the commitment to moving the country to a
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knowledge-based cconomy and to a developed naton status g
did during the era of the financial crisis
Having the requisite commitment alonc is not enough; p]'
must be elfectively implemented. The next phase of Malaysig
move to the knowledue-based cconomy would require the
ceffective implementation of all projects and programmes thag
would enhance and support the success of such an cffort. Pang
implemented programmes and partially completed projects;
ensuring the whole project cyele is seen through; would hamp
and impede the movement of the country to the k-cconomy
the next phase. Reports have it that Dr. Mahathir Mohamad;
father of a developed Malaysia, pays personal and subscquent
visits to most of the important projects he has initiated to de
the country and its people. Most of the people who have waog
on some ol the projects he has visited seport that he can be
if schedules are not met and goods are not delivered. All sud
efforts are for the socictal good. Malaysians of all persuasiol
professions should borrow a leaf from Dr. Mabathir
Ciccuve implementation of programmes and projects w8
be one of the chatlenges that the country would be faced witl

the next phase of the country's move to the k-economy. Effe

unforescen problems and circumstances when they crop-up.
project circle. Furthermore, an uncompromising attitude, of
pertains to quality and the meeting of deadlines should be
watchword as the country moves to the next phase of the K
cconomy. Some may ask, what do you mean by an
“uncompromising attitude to quality”™

A good or service of high quality is one with a fong-sh
durable, and one that gives the customer the value for thei‘ -
money. It is more of making the "best mouse strap” 50 10 5P
and in a competitive global market place, the customers WO
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at the path to your door. Moving up the value chain in the k-
onomy would require of Malaysia to produce technologically
histicated and superb quality goods and services o be
petitive. The only way to be able to do this is never to
smpromise on quality. Finally, the quality of service, pre or after
ivery by the public and private scctors in Malaysia to the

estic and international customers needs much Lo be desired
experience of this author and many others interviewed on
issues point to a feeling on the part of most customers that
merchant or vendor thinks they are doing vou a favour by
ding to you their products or merchandise. There is also the

ing that some of the vendors or merchants are happy to

ive your money but unwilling to follow through when the
jred product need service. In the short-run they can get away
this but with the full operation the Ascan Free Trade Area
A) increased globalisation and competition, these

halant vendors and merchants would soon find their

imer base gone. They would be taken by the competition. In
e, just like the dinosaurs, they would become relics of

Ty

ing Change to Manage Change

15 fast changing wosld enabled by ICT, everything is fluid
is “in" today could be "out” tomorrow and what is “in”

ow could be “out” the next. In today's fast changing world
cautioned by an old adage, not to fight today's battles
resterday’s weapons and not 1o fight tomorrow's with

days. What one can deduce from all the aforementioned

s is that "no condition in life s permanent,” stability,
tability and permanence are gone for good. The only thing
rmanent is change. But change is rather threatening to
ind. We are not comfortable with the unknown, things
anything that is going to disturb our sense of permanence
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Yet it is true that tomorrows “victories will go to those whg
master instability by constantly working on responsiveness
enhancing capabilities” (Peters, 1988). Shouldn't we then m,
change our friend by committing ourselves to change and i
process act as change agents? {Levy, 2000). One would thy
in this era of globalisation with its iterant demands tor
continuous change, market shifts, the reshaping of cultures
business boundaries; change would be readily accepted (Ka
2000). Unfortunately, such is not the case. Change in any
society, system or organisation or amongst people evokes a
substantiated fear and such fear causes people to build a ws
resistance. This observation is captured vividly by Alvin T
in his book, The Third Wave, in which he talks about how mod
people in our world today are terrified by change and are
engaged in a desperate and futile flight into the past to try
restore a dying world that gave them birth { Toffler, 1980);
The next phase of Malaysia's eltort to move to the k-
would be a challenging one. It would need a change in the
rhythm and tempo in the march. The drum majors and ma
of the next phase of this eHort must prepare lor these new,
changing times by continuously asking the relevant questi
seeking the relevant answers, Armed with the correct answé
they must create change, a change that would bring abouf
innovation. Creating change does not mean that one woull
engaged in some kind of wheel spinning. Definitely chan,
should not also be engaged in for change sake. [t must be
on the analogy. which 1 would call *knowing where you af
and making the road that leads there " Creating real gend
change must first allow Malaysians to be able to control 8
change process, pace and direction. It would also afford 8
country the ability (o develop innovative processes and P

which are necessary to put the country in a competitive B

in this competitive knowledge-cra. Even fundamentals 36
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Peter Prucker, after a tong period of time do develop

expected and hidden weak spots in areas most people would

e for granted. Hence, new specitic ways are needed to manage
se conditions. But even those specilics do change {Drucker

80). For Malaysia to be able to create change. it must ask itsell
gh questions, such as, what is it that has alveady happened that
I make the future? I should then look at what has happened

d try to define potential opportunitics within that which posse’s
sotential opportunity for the country. Once it identifics such
ortunitics, it must define its "core competencies” and match

h strengths to the changes that have already taken place and
produce a plan of action that would cnable the country twrn
unexpected mto an advantage (Drucker. 19951, By being able
o that, change would no longer be a threat but an opportunity
t Malaysia. The country must also sce change as a process 1o

e when necessary. Today, everyone agrees that change is
itable, and in a dynanuc global cconomy, change s an

hste necessity to survive. Despite this, change evokes fear and
in turn builds resistance [ Abisheganaden, 20021, But change
offers tremendous opportunitics, even an opportumty to fearn

mistakes

acing and Managing Change

ready mentioned. change is a phenomenon that we as

ns are not comfortable with. It disrupts our sense of
anence, our power domains, and what defines us. Hence, we
do all in our power to tight change. But change also

in what some futurologist refer to as “rhythms of

Borrow.” |t is through change that room for new ideas arc

, that new industries arise out of the ashes of the old, a
and thus teaches us the way of doing things differently
 change can be regarded as the "well of renewal* Henee
than fighting change, we should embrace it. Embracing
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change will aflow us to keep our cyes and focus on the sea of
change around us to enable us navigate our boats to the she,
History has taught us that machines, living organisms, or nag
who do not embrace change usually. become extinct. Empieg
like ancient Egypt, Rome, Greeee, and most recently the Bry
Empire and the Soviet Union are all history {Kennedy, 1987)
These empires have been overtaken by the tides of change,
Malaysia can learn from the demise or the rise and fal] of
these nations, and embrace change to be able to manage it,
doing so, it will help Malaysia in its efforts to move to the
knowledge-based cconomy and to attain a developed natios
status by the year 2020, How would the country go about
managing change when it is faced with it> The suggestion off
here are only some guidelines and not definitive. First, the s
cuttural environment and the necessary fundamentals must be
undertaken, with the requisite risks involve clearly delineat
understood. A modicum of Hexibility must be built into wh
plans are put in place to manage such change
Second, there must be a clear mandate from the “top.”
means that policy makers and the teadership of the country.
give the mandate for any change management strategy to
Most of the populace would not support any efforts to brin
about change and indeed its management if they do not see
the leadership support what is put into place. A third sugg
way to manage change is to build a change team. Basically,
those who are going to be members of this change team m
believe in change and its management. This team should co
of members who are going (o work as a support and guida
group and those who would actually do the work. The supp
group would serve more in an advisory role, henee they €3
make big decisions but they can help lobby for these deck
Those who do the actual work should be people with some
specific core competencies and skills germanc to the proce
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all, the team should be committed and it should be the

ing factor Next, a governance structure should be set-up
should comprise of people interested in the successtul

e of the process, hence, their support should be

ing and they should report to the executive committee It
be made clear to them what kind of support is needed from
ring the process. Finally, it is important to develop a

plan and sticking with it, all aspects of it must be spefled-
th sequences and actions clearly outlined (Kay, 2000}

ng an Innovative Capacity

an eurcka moment when Calileo, the lalian astronomer
ced that “Eppur Si Moupe” — the earth revolves around the
t Galileo’s pronouncement was not based on a dream or a
pnation reccived from a deity. It was based on tircless rescarch
everance. Galileo’s announcement of such an innovation
ctive to all who want to excel and that includes a

ping country like Malaysia. In the case of Malaysia, the

ge surpasses the willingness to excel; if it s to survive and
t in the competitive global knowledge-based cconomy it
choice but to excel. Tom Peters in his book The Circle of
tion, remarked that, "these are times of matchless peril for
who fail to grasp the nettle ... and times of matchless

nity for those who do” (Peters, 1997). To excel require
bility to innovate, to lead in the creation of new competitive
| as unique products for the market place. One of the

higes that Malaysia will face as it moves to the next phase of
torts to transit to the k-cconomy 15 1o develop the

tive culture and produce nnovative goods. This will

e more than the bulding of tacilitics and slogancering. It
quire the requisite knowledge workers with dedication and

ance to add.
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Peter Drucker offers three conditions that nced o be a
to bring about innavauon. The first condition is that, inng
is hard work. [t requires knowledge and ingenuity and
predisposition. Yet all snnovators must be focused and the.
they are undertaking must be purposchul, hence diligence,
persistence and commitment are very important. Accordiy
Drucker, if these were lacking, no amount of talent, ingenys
knowledge would avail. The second condition is that inng
must build on their strengths to succeed. Innovators usuaf
at the array of opportunities that have presented themsel
compares such opportunitics to their capacitics or arcas thi
have shown a consistency of excellence and then focus thy
efforts on such. This is because innovation need persisten
work and dealing with frustrating times. The third condi

4 that innovation has to have an cffect on the cconomy and
socicty. Innovative products and processes usually affect
behaviour of the socicty or the process of how people wo
can thus be said to be market driven (Drucker, 1985)

As Malaysia moves to the next phase of its efforts to beg
cconomy, it must take Druckers observation into view and
the requisite ways and means to build its innovative capacl
and capabilitics to be able to move the country to the k-
cconomy. Dr. Mahathir echoed the same sentiment at the 2
bricting of the Mala r
Technology (MIGHT) at Seri Kembangan, Kuala Lumpt
December of 2002, According to Dr. Mahathir, "Malays

to become creative and innovative, and not e mere follo?

ssian Industry Government Group fo

new developments in the world today, especially in the fig
Information Technology” (Abdullah, 2002a). Malaysia m
on its strengths and capacities, and develop the predisposh
use knowledge to innovate. To build this innovative capa¥
all boils down to the development of knowledge workers
mentioned in the previous chapter. Craig Barsett, the CEQ
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1. puts it best during his visit to Malaysia 1o celebrate

Ls 30 years of operation in the country, "a new breed of
tedge workers will be needed to fucl Malaysia’s technology
try. Business and academia must work together to train

rrow's innovators” (Emmanuel, 2002 p B5)

does Malaysia build an Innovative Capacity?

hat are some of the suggested ways that Malaysia would go
building and innovative capacity? First, Malaysians must

p the attitude and aptitude of asking the right questions
how to make things better that they currently are. This

es scicnce and technology gadgets, findings, processes and

mmes. Others include business methods, patterns and

ses. By asking such probing questions and sceking answers
either through in-depth study or through rescarch can be
be some of the most important steps on the road to

tion and building and an innovative capacity

most developed countries, innovation was arrived at by

e average citizen who was not satisfied with the way a

lar gadget they bought works. In the spirit of such
sfaction, they sct out to do something about it to make it
Others just wanted 1o make things "user-friendly” for

e, or find a solution to an il plaguing socicty. Onc example
Berners-Lee, the British who created what we know today
World Wide Web (WWW}. Berners-Lee was simply

g for a way to organise his notes. He developed software

ould keep track of say things you come across in life, such

lom associations. Berners-Lee believed his brain wasn't
ough at remembering such things. So when he was

ing a six-month internship at the European Laboratory
icle Physics (CERNY in Geneva, he wrote a software
me to address this problem. This software programme

Bernes-Lee called “Enquire Within Upon Everything” gave
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birth to what, we know today as the WWW. The impact 14
of the WWW on our lives cannot be emphasised enough,
writing, Bernes-Lec is thinking of a more intelligent version of
the WWW to be called “semantic web.” This proposed ne
mtelligent version of the WWW would take the drudgery g
scarching for information by evaluating its context (Econg,
2003, p.17-18)

Another way Malaysia can build an innovative capaci
Malaysians to develop the aptitude for taking risk — the
try something new, to go where no man has ventured befy
introduce something new. Speaking on the same issue at thy
launching of Malaysian Debt Ventures (MDV Berhad in
Lumpur, Dr. Mahathir said, “to our young Malaysian's out
‘you need to be daring enough to push the limits of the e
to go beyond the horizon. You just might discover somet]

new that can do the nation proud™ (New Siraits Times, 2002,
The call for Malaysians 1o take risk is not urging a person
senseless risks, that is, taking risk just for the sake of takin;
To do that is senseless and pointless (hodobi Here, risk takin
where an individual or groups push their idcas to the fore,
hurdles and failures. [n this case, there is usually a lot at
The risk taker can lose their career, reputation or self-est
the process. But to fail to take risk is to fall into inaction af
the old adage goes, "nothing ventured, nothing gained”,
one must be willing to leave the shore to discover new lands
Malaysia moves to the next phase, more Malaysians must b€
willing to take the commensurate risks that would translat
innovation. Writing in the book, The Tnnovation Equation:
Creativity and Risk Tuking in Your Organisation, Jacqueline By

Paul Brown define innovation as.
Innovation — Creativity x Risk Taking
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ccording to Byrd and Brown, without the willingness to be

isation refuses to build their innovative capacity, they

jd not be able to modify, adapt, survive and even thrive in
competitive times (Byrd and Brown, 2002). The risk here in
ase of Malaysia is to take calculated risks in research in

e and technology, in letters and entreprencurship and

all to dream the impossible dream. As the country moves
next phase of the k-cconomy, this will be one of the

nges and indeed the watchword

inally, for Malaysia to build an innovative capacity as it

to the next phase of the k-cconomy, Malaysians must

op the aptitude to be creative. Without creativity, no

ation is possible. But what is creativity? Creativity is a

:pt of multiple dimensions. Seme of the approachcs to

fing creativity ranges from the social psychological, the
ality, systems and the cognitive. To others, creativity
from "experiential education” or what is often termed as
ting from "the university of hard knocks.” Analysing each
e approaches is beyond the scope of this book. However,
purpose of this chapter, the cognitive approach will be
elucidate further on creativity as it pertains to Asians and
ians in particular. Basically, it is the ability to come up
innovative or new idea, which would solve an existing
or will make life casier. But before we attempt to suggest
0 enhancing Malaysia's creative capabilities, the question
Malaysian's are comparatively less creative than their
counterparts should he ask. To answer such a question,
t first try to understand the assertion by some that
which include Malaysians, are comparatively less creative
esterners (Ng, 2001). [ndeed, Kishore Mahbubani in the
apter of his buok of the same title, Can Asians Think? poses
e question. Ng Aik Kwang, an Asian academic in his
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book, Why Asiars are Less Creative thin Westerners asserts, thag
reason why Asians are less creative is because, they are prods
of a tightly organised, collective societics where they've beg
socialised from their youthful days to fitinto “the social g
their socicty.” This makes them psychologically dependeny
the social group. Conforming to the social group meets thy
psychological need for validation. Uniqueness or being di
does not (Ng, 2001). This psychological make-up which
facilitates conformity according to Ng, produces this unc
behaviour. In the book, he gives an example of an observy
a Japanese Nobel Laurcate, Leo Esaki explaining why peo
his country lack the penchant for original creations and
inventions as, because they fear the foss of the psychologi
security that comes from standing apart from the group
s challenge the unknown” (Ng, 2001, Weisz et al, 1984)

Another reason given by Ng why Asians are less crea

than Westerners is that the typical Asian society puts a lo

emphasis on its people to conform to a social order, harmi

the avoidance of conflict. In contrast, the typical Westers
places emphasis on an open and democratic exchange of
even at the risk of conllict. Furthermore, the typical Asial
according to Ng is hicrarchical, whiles the Western is of
egalitarian nature (Ng, 20017 These basic ditferences are
the reason that contribute to why Asians are less creative
Westerners since creativity is an individuated and motival
behaviour influenced by culre

By this analysis, one may think that Western and Asi
socicties are regarded as a monolith. Definitely not Wes
Asian socicties are homogenous. Within the core of each @
socicties, there are subtle dilferences and that is a tact Ys
influence of cach of these socicties by a certain social pht
cannot be ignored. For example, most Western societies

influenced by the social philosophy of “individuatism.” In
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ast, most Asian socicties are influenced by the social
tosophy of "Confucianism” or "communalism.” Despite such

fe differences within cach of the two socictics, the analysis

o are Asians really that fess ereative™ You would not know
travel through Asia. Just look at the ditferent and varied
ines, the different and vibrant cultaral clothing's, architecture
tnusic. This to this author signifies that Asians are creative
ave the aptitude to be as creative as Westerners. But having

that, il we were to use the number of Nobel Laureates as a

sforementioned social philosophy and general nature of the

i socicties arc what stand in their way

Malaysia is 10 build a creative society 1o help in its move to
economy it must take these observations to heart and tind
ble ways to bring that about. A few suggestions here would
¢. First, there is the need o seriously consider the

ibling of cHorts to tocus imbuing creativity and innovative
in the vouth. The youth according to Benjamin Disracl
future of any nation. Thus, the view often held that

ats know best” and the application of punishment and in
ases scolding to prove it, dampens creativity. Instead, the
 must be encouraged, complimented and given the utmost
when they do the right things. Where they go wrong
ust be guided and shown why they went wrong, so that

0 not repeat it. They must be imbued with the confidence
M, to see no limits to ther abilities and should not fear to
flure must be seen as a form of learning, not something o
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he ashamed of or scolded for as it is often the case in Asian,
cultures, For example, for some Japanese “salary” men or
businessmen who lose their jobs or encounter business faily,
committing suicide is the best way not wo bring shame to thy
familics. In these tough cconomic times in Japan, it is repo; .
that 600 Japanesc kill themselves each week (Pesek Jr., 200;

There must also be a true commitment in the private 3

public sectors to reward creativity and innovation. “Talk ig
as the old adage goes. Talking about creativity and innovag
without actually being serious in rewarding it is not going 4
an interest for people to be creative, Taking measured rigl
creative and innovative endeavours should be encouraged;
people are scorned or avoided when they risk and fail in az
creative endeavour, no one would dare to try for fear of th
consequence when they fail. In the United States

entreps
and companics wha take risks and fall into financial diffic
are given the option of filing for bankruptcy protection to;

reorganise or to start all over with a clean slate. In most ca

company or individual would have difficulty to access cres
about seven vears. This is a way to encourages risk taking3
most cases results in the development of creative and inng
products. This does not mean that Malaysia-should follow:
system. Malaysia has its own norms, nuances and environ
specitic challenges, yet it might be able to learn from the
successes and failures of such an approach and that of ours
help it enhance its creative and innovative capacities as it

to the next phase of the k-cconomy

8.10 Ethics, Trust and Honesty Issues
At the Roslin Institute in Scotland in February 1997, a Bri
embryologist, lan Wilmut and his colleagues cloned a sheel
called Dolly. Since the cloning of the late Dolly, a Pando’
of sarts has been opened. Others have since followed Wil
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ple and cloned their versions of "Dolly " From such an

ple. a Harvard trained physicist, Richard Seed proclaimed
tentions (o clone humans for commerdial purposes (Healy
9). At the time of this writing, a French scientist, Brigitte
selicr, head of a company called Clonaid claimed
substantiated that they have successtully cloned a baby girl
baby Eve” (Now Straits Times, 2002, p.16). The example of

by and "baby Eve” arc just to pont Lo some of the ethical and
challenges that Malaysia and Malaysians could face in the
stage of its movement to the k-cconomy. Granted that they
not be on the scale of that of Dolly, but what do we make
es where intellectual property rights are violated with

ity? What about someone hacking inw vour company's
uter just for the fun of it or to steal valuable sccrets to break
onopoly stranglchold? Where do you stand with the issue
ification of personal information® There are so many of
issues to mention here. Henee, just a few examples would

. There are some people who may see these acts as

ly and morally wrong, even criminal, others may beg to
This author does not claim in any way to be an ethicist or
ist, rather, | am pointing out some of the challenging issucs
alaysia would be faced moving forward. To show how
such issucs can be, here is a truc-life example for each

10 test their cthical compass by,

 the seventics, B.F. Goodrich, an American company that
actures vehicle parts won a military contract to design, test
nufacture aircraft brakes for the A7 U.S. Air Force planc
lucrative contract that the company could not afford 1o
Ence they gave specific guarantees. One of the employeces
ermit Vandivier was asked (o write the report on the test
the brakes with the engincers of Goodrich for the

ment. But when the brakes were tested, the brake Tinings
Totors repeatedly disintegrated. He was told by his
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superiors (o write a report for the government stating thag
brakes have passed the test disregarding the results (Vands

1972, Velasquez, 19985, A furiher scrutmy of this case show
that at the time of this event, Vandivier and his wife had j
bought a house with a mortgage 1o pay. thus he cannot affy
lose his job. What is clear is that if he refuses to write the
his employer would fire him. But he also knows [rom the tes
Should]

write a false report or get fired? Most of such cthical dile

the brakes have not passed the required standards

gomng to challenge Malaysia and Malaysians as the coun
into the next phase of the k-cconomy and with globalisatiy

Ethical issucs apart, Malaysia's c-government initiative:
Abdul Karim and Mohd Khalid, 20031 are part of its goal
moving Malavsia to the k-cconomy and to a developed na
status by the year 2020 1t would entail the handling of pe
data by both private and public sector institutions in the

What is clear is that such data in the hands of unscruputon

= insensitive and cven unethical indiaduals or organisations,
have immeasurable consequences. Despite the laws in ph
are to safeguard this data, could it be compromised or eras

other people who might have an axe to grind” Furthermorg

there is the need for policy makers to develop a mechand

uphold social trust as a way of enhancing social capital i

damage and might be able 1o get away with it There are
umeraus cases of how dishonest personned in financial
institutions have used their knowledge of [CT o squirfet

funds or by engaging in financial improprictics. Honesty?
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olding of cthical narms then would become an important
in the next phase of Malaysia's movement o the k-
omy, and where the level of sophistication of 1CT products

d increase. Indeed, the issue of ethics, honesty and trust are

Isortant issucs even in the production cconomy; they would
ncreasc importance and currency in the digital and
ledge era (Boyette and Boyette, 2001}

clusion

faysia maves to the next phase of its efforts to be a
edge-based cconomy and a developed nation by the year

it witl be phased with dynamic challenges. To survive and

per will require a change of the mindset, a new thinking and
f doing things as well as attitudes. It will also need the shif
new value system, one that is innovative and willing 1o

e and manage change. This will also be a phase where

ia would have to deal with challenging ethical and moral
Touch decisions would have to be made, fast and timely to
s some of these challenging issues that might arise

night. The ability to face such challenges, the undertaking of
L decisions and effectively implementing them will enable the
move forward in the coming challenging era of its next
to move to the k-cconomy and 1o become a develop nation
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9. KNOWLEDGE GENERATION,

INTERNALISATION AND
DISSEMINATION: MALAYSIA’S NEW
CHALLENGE

pduction

aday's knowledge-based ceconomy. any country that wants to

elop and indeed anv of the developed countries that want to

leveloped, must generate and controb what 1t knows The

apital today for any country that wants wo develop therefore

owledge. In another time, according to the Arthurian legend
wanted knowledge, vou simply had to go to Camelot and

out Merlin, the keeper of all knowledge tn wodav's

lised cnvironment, where competitive advantage rules the

one has to undertake RsD to create new knowledge. The

on or gencration of knowledge require the prevalence of a

icive environment, the requisite talent or knowledge

ers, financial resources, research facilities and dedication

gst others

_ Even though the generation of knowledge is important

ly important are 1ts internalisation and dsssemmanon

Bating knowledge tor the sake of itis of no use Knowledge

Created must be internalised by the appropriate sectors of

onomy o bring about cconomic growth and development
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As Malaysia embarks on its cfforts to move to the k'L‘L()n()my'
the chalienge before it in the next phase of this transition is igg

ability to internalise such knowledge and to be able to effecti
disseminate it amongst the populace or o specific sectors of

cconomy that such speciatised knowledge is required

9.2 Rationale and Need for Knowledge Generation,
internalisation and Dissemination
The American abolitionist, Henry Ward Beecher (1813-87)
said that, "every tomorrow has two handies. We can take hold
it with the handle of anxiety or the handle of faith.” Malaysi
efforts to attain a developed nation status and to move to a ks
cconomy strikes many with an anxiety that of fear, indeed a
of resistance and clinging to the past. That past which some
would call “the good old days.” To this backward thinking l
they should understand in no uncertain terms that “the goo
days” of comparative advantage are gone {n an increasingly
ancertain global cconomic environment, the era of competif
advantage is here, an era where Malaysia's global and regiol
competitors are busy innovating, creating new knowledge t
atford them the now much sorted after competitive advant
the global market place. Writing in Harvard Business Review,
article about knowledge creating companies, Ikujiro Nonak
professor at the University of California, Berkeley said, “in
cconomy where the only certainty is uncertainty. the one §
source of lasting competitive advantage is knowledge Wh
markets shift technology, competitors multiply, and the
hecome obsalete almost overnight successtul companies 8
those that consistently create new knowledge, disseminate
widely throughout the organisation and quickly embody.
new technologics and products’ (Nonaka, 1991)
Nonaka's observation can be instructive, rather than

knowledge creating company, we can juxtapose it witha:
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owledge creating country . In this context ol juxtaposition,
hen in this cra of cconomic uncertainty, any country be it
eloped or developing, must engage in constant knowledge
eation and its dissemination to thrive and survive. Knowledge
ation then {osters the creation of new products and services, it
a process of innovation that is able o stem the tide of
hsolescence in an increasingly dynamic technological global
ironment. This therefore serves as one of the rationales that
i for Malaysia to engage in knowledge gencration as it moves
he k-ecanomy. particularly in the next phase

The other rationale that call for Malaysia 1o engage in
wiedge creation, particudarly in the nest phase of its

ement to the k-cconomy is to benetit trom the legal

intages accorded to the creators of knowledge products,
focesscs and scervices. These legal monopolies are called

ights, and patents. Chapter six of this book has dealt with
issue of copyrights and patents under the topic on IPRs

ledge generation by Malaysia would enable it to enjoy real

nomic rents. For example, cconomists regard cconomic rent
iy payment in excess of opportunity costs, then it follows
the opportunity cost for Malaysia creating its own

wledge and paying less for that knowledue compared to the
L price they are paying tor “other” people’s knowledge can be
ded as rent. For example. il Malaysia is paying RM 100,000
ficense of a particufar knowledge product, if Malaysia can
e a similar knowledge product that can perform the same
jons at a cost of RMA0,000 then, difference between what

Buntry is currently paving for the particular knowledge



"

CHAPTER 9

Another reason why it is important for Malaysia to cre;
own knowledge as it moves into the next phase of the k.g
is because it enhances national pride, which has a certain
effect on the rhythms of innovation that can spur the inng
culture of the country — a real Malaysia Boleb spirit, For ¢
some of the advances in Malaysia like the development of §
national car, Proton (about 90% of the components tha:g'
the production of the car, are from Malaysia) the developy
Malaysia's digital identity card (MyKad), one of the first
passports with enhanced security features, one of the first
countries to enact Cyberlaws, all from indigenous know-hy
mention just a few; has given its people the pride to hald
heads high 1t is a far cry from when previously anytime
was mentioned, most people around the world associate it
rubber, tin and palm oil. Malaysia's achievements in this
laudable for a developing country. But it cannot afford to
its laurels, its pace and tempo must be much faster if it wa
attain a developed nation status by the year 2020. The wor
Pandit Jawaharlal Nehru (1889-1964), an Indian states may
here. In Gunnar Myrdal's Asian Drama, Nehru is quoted as ;
that "we are not going to spend the next hundred years in
arriving gradually, step by step, at the stage of developmed
which the developed countries have reached today. Our p
tempo of progress has to be much faster,” (Myrdal, 1968).
Malaysia can borrow a leaf from this observation as it moves
k-economy and aspire 1o become a developed nation in an
where technology changes at light speed

Once Malaysia generates or creates its own knowled
of the.,

embodiment of explicit knowledge through action and p

needs to internalise it Imernalisation is the proc

This process according to Nonaka includes the internalis 8
through on-the-job training, in order to actualise concepts:
strategies or communications on innovation and improvems
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naka, 1999). Basically, it s the ability (o commit to memory
rote), having an in-depth understanding of a process or
ascesses and by so doing, one can explicidy record such
Lowledge or be able to apply such knowledge in the production
ess and in creating new knowledge. Simply put, itis a

ess of the embodying of explicit knowledge into tacit
owledge. From this explanation, having a database therefore is
st knowledge, but information. In the case of Malaysia, the
eplicit knowledge gained from external collaboration or the
dogenous knowledge created within the country can be
sernalised and it becomes tacit knowledge and this can be

ed to explicit knowledge, adding to the knowledge pool in

e country. This can start the spiral up again but also increases

e knowledge capacity as well as its refinement in the country.
this spiral to continue with the rhythm to spur innovation,
knowledge must also be shared or disseminated in its explicit
tacit form cither through formal or informal channels. Formal
annels can be universities, research institutions, public sector

itutions and private sector consortiums to mention just a few

teoretical Underpinnings of Knowledge Creation and
ernalisation

bm the outset it must be made clear that knowledge creation is
irely a different process from knowledge management. It is
that some aspects of knowledge management may emphasise
W an organisation can capture, and exploit its internal
owledge, knowledge creation’s emphasis is more on the
ontinuous” creation of new knowledge. One of the models that
ve captured the essence of knowledge creation is the

owledge Conversion model by Nonaka and Takeuchi (19955
is mode! assumes that knowledge is dynamic and thus locuses
he dynamic process of knowledge creation, not the static

Pect, as it is the case in knowledge management. The model
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assumes that human knowledge is created and expanded thro
social interactions between tacit and explicit knowledge. Thys.
the dynamic interactions between the two afford what Nonakg
and Takeuchi call “beyond experiences.” They then offer four

madels of this knawledge conversion:

e Socialisation;
e Externalisation;
e Combination; and

o Internalisation

The first mode socialisation s the process of conversion,
tacit to tacit. This is the process where mental models and
(echnical skills Tor example are shared through shared
experiences Lo create tacit knowledge One way ol acquiring
Lacit knowledge is through observation, imitation and practi
itis with apprentices watching their masters. The second my
externalisation. This is the conversion of tacit to explicit
knowledge. This mode can be regarded as one of the impor
aspects of the knowledge creation process For example, wl
hear metaphors, analogies, and sce concepts and maodels, it
conversion of tacit knowledge to explicit. The third mods

combination, is where explicit knowledge is combined wit

explicit knowledge. Through the use of ICT for example,
systensation of concepts through the use of symbols suchi
language or figures combination can be achicved. Some €X8
of these figures are documents, meetings, telephone 2
conversations o computerised communications. The hnal'
s internalisation. fUis the process where explicit knowled
converted into tacit knowledge. 1t is a process that deals
how the new knowledge that is created s internalised

fembodicd). For example. Tearming by doing’ {Nonaka, 1
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This knowledge creation model using these four modes is
alled the SECI (
ternalisation) model. All the four modes in the SECI model

acialisation, Externalisation, Combination and

eed to be understood as an integrated process of knowledge
eation 1t is upheld by this mode! that to be able to everage
owledge within an organisation, this knowledge must first be
ared and articulated. Thus is the process of conversian, no part
the modes needs to be left out or remain imbalance. To
strate the importance of this process, Nonaka gives an
ample of the case of a comptroller. According to Nonaka, if a
mptroller in a company collects information throughout the
pany, which is then put into a financial report, this
temisation of explicit knowledge does not expand the
nowledge base of the company. It is only when tacit and explicit
pwledge interact that innovation occurs (Nonaka, 1999)
ifar, just warchousing explicit knowledge in a database is not
powledge creation; it is the storing of information, a rather
ic affair
~ Knowledge creation therefore is a dynamic process. There
be a continuous interaction between tacit and explicit
fedge to create new knowledge. Thus stopping at one mode
out moving to the next does endanger the final outcome.
e is the concern in many organisations that some individuals
feel reluctant or may not want to share their tacit
ledge. Such a concern is well founded. However, to be able
ate new knowledge in any organisation, there must be self-
ndence. Individuals must also realise that without sharing
J(now\cdge, they would not grow. But organisations in
Bieh thesc individuals work in must also create a conducive
nment that encourages people to share their tacit
ledge and they should be supported in all ways to do so as
re the only source of tacit knowledge. Furthermore,
must be involved in the innovative process, so that their
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knowledge can be tapped rather than their keeping it to
themselves. Also, the workers need a modicum of stability g
work place to enable them transfer their tacit knowledge to
innovative clforts of the company
ihttp-Fwww.apu.ac.ip/-ignaslit/busi_gene html)

The SECI model is one that describes the process of sel
wranscendence in the context of an organisation o create

knowledge. See Figure 9.1 below

Figure 9.1: Four Modes of Knowledge Conversion (SECI}.

P Tacit Knowledge Tacit Knowledge
. Socialisation Externalisation
Tacit |
Knowledge
A Internalisation Combination
Explicit Knowledge Explicit Knowledge

Soutce: The Kiawledge Advantage. p 68

Figure 9.1, the SECI model shows how an individual
transcends himself or herself through the socialisation p
Externalisation in this figure represents the help for team
transcend their current stock of knowledge and through
combination; they are able to reach the level of organisa
Internalisation in the SEC] model represents the means
transcend the super-personal fevel to reach the personﬂl
again {Nonaka, 1999},
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raking Stock of Knowledge Generation, Internalisation and
Dissemination in Malaysia.

alaysia has shown itselt 1o be adept in adopting and applying
reign technologies but, sadly, lags in developing its own,
ording to Dr. Azzman Shariffadeen, CEO of MIMOS Berbad
e of the companies charged with contributing 1o Malaysia's

we to the k-cconomy {Chong, 2003} Such a frank statement
om one of the people in the forefront in Malaysia’s k-cconomy
rt supports the thesis of this chapter. In a way. it validates the
ments put [orth stating why the next challenge for Malaysia
its efforts to move to the knowledge-based economy is to
ensify its knowledge generation, internalisation and

emination. To help us put this into perspective, let us use data
registered patents and patent trends from the ULS, Patentand
emark Office for the year 2000-2001 (see Table 9 1) The
on for using LS. Patent and Trademark Office data is to

w us to compare the data of Malaysia with that of some

mtries in South Last Asia including Japan and South Korea for
h data s available for the aforementioned source. Another
that would be used o help us in this analysis would be data
fotal expenditure on Rl as a percentage of the country’s
compared to sclected countries. As well, data on the

ber of scientist, technicians and engincers per million in Rs1)
3uld be uscd (sce Table 9.2 and 9.3)

e patent registration data point to the fact that, compared
€ countrics in the South East Asian region, Malaysia is

ing its own on the number of patents registered between the
81 2000 and 2001. However, compared 10 Japan, South Korea
aiwan, Malaysia has a long way to go. Not only would

Wsia have to work hard 1o catch-up with Japan, South Korea
aiwan in knowledge creation, it must continue to work hard
be overtaken by other countries in the Asian region

ng to IDr. Azzman, “at one end, we have countries like

193



CHAPTER 9

South Korea and Taiwan, which are far ahead of us; and at ¢
other end, the likes of China, Thailand and Vietnam are
emerging fast. It's bad to be caught between” (Chong, 200
importance of using the patent registration data is because
patents are granted to only completely new innovations or
innovations using old processes or technologies as a base.
thus point to the fact that knowledge generation in Malays;
needs to be raised to offer the country the competitive ad
as it transits to a k-economy. Dr. Craig Barrett, CEO of
Corporation at a speech in Penang in 2002, made the same.
According to Barrett, "as the waorld's economy continues tg
expand, fuelled by the Internet and digital technology, suc
this new environment requires Malaysia to further develop
ability to create and use technology” (Emmanucl, 2002).
the generation of new knowledge, there would be little to
internalise and disseminate and would thus put the country
disadvantage in its efforts to move to the k-cconomy and
become a developed nation by the year 2020,

Table 9.1: Patent Trends for Selected Countries in East

2000-2001
Country Year 2000 Year 2001 Toal  Annual®

China P. Rep 63 266 429
Indonesia 4 10 24

Japan 32,924 34,891 67,815
Singapore 242 304 546

South Korea 1,472 1763 7,235

Taiwan 5,806 6545 12,351

Thailand 30 47 77
Malaysia 47 56 103
Philippines 12 15 27

Source: Patenting Trends Calenduar year 2001, U S Patent and Trade mark G

(bttp ffwwnw.uspto. goofwebiofficesiaciidoloeip/tafipat_tror Jrtm)
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&0 o Xports % of
permilion o Manufactured  Fess Receipts

per milfion on R&D Expor
people % of GDP - US$ Millions. Exports. Us§ millions US$ millions

people
1590-2008 169871997 2008 2000 2000 14999 1999

Science and Technology
Selected Developed Countries

German, 1873 a0 82958 181 w017 ERGE
Japan 49600 3t 117308 283 8190 @855
Lonited Kingdons 2678 i 22616 306 7442 6401
Unitee] Stz ERTH] - 269 397,033 303 16,467 13275
Austrlig LR rar L3 T 18.0 B [RE)

NIEs
Himg koo 0y ady 5.153 233
Singapore ENEH i 3 58 Flbds 614 - -
South hees 21 118 EXS 53,950 19 433 2001

ASEAN 5
Inderneia i 3,008 16,0 - -
Malaysia 93 12 0.4 19,996 59.0 o ¢
Philippines i N 0t 8463 6.1 o 1o
Thailand m 9.2 13949 123 1 581
China 150 20 ) e 0837 18.6 ko 792

Notes Data tor 1999, Data for 1987 .97
ctivesess Yeirbook 2000 Warkd Devrtopmot Indicators 2001, Warkd Devclopweent Report 2002 and Hunan Denelopmest Repart

2002

Sources: The Worid Compet



Table 9.3: Selected Information and Communications Indicators
(Select developed and developing countries, 1998-2000)

Baily Television Mobile Fax Personal Tnternet
Newspapers  Radios ets Telephones  Phones  Machines  Computers  Hosts
Countey per 1000 per 1000 per 1000 per 1000 per 1000 per 1000 per 1000 per 1000
people people people people people people people people
1998 2000 2000 200t Q0 1999 2001 2000
Information Age Selectod
Developed Countries
Germany 305.0 S8 366.0 ©35.0 651.7 4 4360 308.8
lapan 84 9364 7250 OO 6.4 1270 3300 3840
United Kingdom 3290 14320 1.0 €130 EELR:) 339 920 4018
Uniterd States 2138 280 &340 o0 REERG a4 6390 52200
Austrafia 2530 1.908.0 738.0 630.0 6103 48.6 ELERY) 4640
NIEs
Hong Kong THG 4930 383.0 B4 8.0 SR 1274
Singapore 298.0 3040 REENI] 6879 258 5800 1600
South Korea 208.0 3640 Bl 6089 8.9 3990 21000
Mexico 980 330.0 2830 137.0 2168 0 6.0 326
ASEAN 6
Brunei 710 0 4170 26301 - 70 ES N
Indonesia 230 1 a 14940 330 2003 L) 120 1449
Malaysia 157.2 319.0" 174.0° 204.0 31e4 B 68.7 27.6"
Philippines 820 161.0 1448 460 14103 0.7 28.0 175
Thailand 64.0 2350 2840 96.0 1268 25 S0 38.2
Vitnam 4.0 109.0 1850 20.0r 407 04 220 on
Ching na 339.0 2934 138.0 1160 1.6 120 26.3

Notes: 14 Data for July 2000,

2/ Data for 1998

3/ Data for 1997,

4/ Data for 1996,

5/ Data tor 1995

o Data for 1999

Sources; The World Competitivensss Yearbook 2001, World Developrent Repart 2002 and World Telecommunication Devefopment Report 2000




tifying Some of the Possible Impediments and Solutions
Knowledge Generation, Internalisation and Dissemination
Malaysia.

e of the most important clements that foster knowledge
eration is the development of an unyielding “willingness” 1o
k and develop new knowledge. This willingness serves as an

i J)e!m and fires the enthusiasny in those willing to seek and
erate new knowledge. This is because the process ot seeking
knowledge is time-consuming, frustrating at times, and

ires a lot of dedication as well as resources. Without the
elding enthusiasm that is required by those who seck to

ate new knowledge to keep on plugging even when there

s to be no light at the end of the tunnel, the quest can casily
bandoned by those who lack such persistence and

everance. But having the willingness alone on the part of

e who scek (0 create new knowledse is not enough. There
be adequate support in the {form of resources and an

tive legal infrastructure that protects the IPR's of those who
te such new knowledge. Tor example, most of the great

kers of the classical and neoclassical periods had patrons who
rolled them or the king or queen was their benefactor, In
developed nations Tike the United States, apart from

ive government grants to fund scientific and wechnological
rch and in the arts w create new knowledge; private
dations and private sector businesses are also deeply

ved in the funding of scientific and technological rescarch
the creation of new knowledge. Such an eflort is rather

ed in Malaysia and thus has an impact on the creation of
knowledge

ere must also be an enabling environment which gives rise
abling conditions in a country to be able to create new
ledge. An enabling cavironment is the case where the

Bership or government in power in a particular country puts
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into place the necessary infostructure and infrastructure
P b any

air of encouragement to help in the process of knowledge

creation. The putting at the disposal of both tangible and
intangible resources to encourage citizens to engage in the g
to create new knowledye is very important, Such a process
receive continuous support and nurtaring from the leadershy
the country and the requisite heads of the institutions and
organisations that this new knowledge creation is taking pl
would require the leadership or the government and

organisations also in the privale sector to invest in new
knowledge creation beyond the short-term and profit moti
Definitely, profit can be an important reason why the privag
sector may tund research or encourage knowledge creation

should not be “the sole reason.” Creative ways must be de

in its ctforts to move to the knowledge-based cconomy.

; Underlying any continuous support from the public ang

private sectors in Malaysia to encourage and foster knowl

such a macro challenge. In this case, knowledge creation as
alluded to by this author, is about a micro challenge, more)
supportive vision to the macro challenge. Developing a
knowledge creation vision as one of the cornerstones of the

phase of Malaysia's cifort to move o the k-cconomy woul

would therefore serve as a reinforcing piflar to the macroe
challenge
Finally, one of the things that can stifle or stand in the ¥

knowledge creation in general is hubris, It is common in hi
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e, in most cases, to tend to be arrogant with the

jevement of some successes after going through tough times
e the storms are weathered, people tend to forget easily and
ey gloat in their attained glory lose the enthusiasm to keep
he hustle. They in some cases are lulled into complacency.
satisfied with their gains {(but complacency is the recipe tor
e} and before they realise it, others soon overtake them;
fall behind, become frustrated in their inability to catch-up
finally wilt away. There are many examples to attest to this
ing from nations to companies to individuals. The example
g the makers of the typewriter (Smith Corona) already given in
book is a particular case in point. Smith Corona at its height
ame complacent and never created new knowledge, neither
it innovated on the functions of the typewriter, nor

cipating the rise of a possible competitor(s) and was

aken by the computer and the typewriter died a slow death
sure there are no tears for the typewriter from those using
puters today. There are many examples like the latter to
rate this point. Malaysia needs to take note of these two

s in its efforts at knowledge creation in the next phase of the

try's move to the k-cconomy

er Suggested Approaches to Knowledge Creation

er approaches to knowledge ereation according 1o Nonaka

) are that one must have a strategy. Having a strategy

d enable the development of the requisite capabilitics to

ire, create, accumulate and exploit knowledge. According to
aka, one of the eritical elements for an organisation or a
try's strategy in the creation of knowledge is to be able to
eptualise a specific vision about the kind of knowledge it

s to develop and be able to operationalise it for

mentation. Using Nippon Electric Corporation {INEC) as an
ple, Nonaka pointed to how the company carlier on made
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the connection between computers and communications ang:
made it an explicit vision of the company. It then set abogg V
operationalising it by coordinating Ral) in the arcas of
computers, communications and semiconductors which hag
helped NEC in its knowledge creation efforts
Another suggested approach to knowledge creation is by
engaging in reverse engineering. Reverse engincering is the
taking apart of an obyect or technological device to see how
works in order to duplicate or enhance it. For example, a vel
manutacturer may purchase a competitors vehicle, disassem
and examine the welds, seals and the general dynamics of th
ditferent components of the vehicle. One reason for such

disassembling is to study the components of the competitor

vehicle and see how they can enhance their own. It could 3
an cttort Lo come up with new or cutting-edge technologi
than what both of them have. In the case of computer sol

reverse engineering entails the reversing of a programme’s

machine code back to source code. The purpose of such a;
reversal could be to study how the programme pertorm c
operations, cither Lo improve it or to fix a bug or to adapt,
programme written for one microprocessor for another th

been designed differently and for a specific purpose
{hup.fiwhatis.techtarget.com/definition/o sid9_gci507015,
One of the ways reverse engineering could help with
knowledge creation is that, first it gives insight into how
works, it thus helps in the identification of the different *
components of a system and their inter-relationship and &
in the creation of a similar or different representation of
system in another form (Chikofsky and Cross, 1990) It
view of this author that reverse engincering can help Ma!
its efforts to generate new knowledge However, to ey
dup
is a violation of applicable copyrights and patent laws. 1
200

reverse engineering for the sole purpose of copying or
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erse engineering is prohibited in some countries for certain

arc and products and their license use. In the United States
its are placed on the rights of software developers tor example,
reverse engineer software products. Reverse engineering in the
S, is also forbidden by many shrink-wrap license agreements
ore the ULS, started clamping down on reverse engineering
Jose based Phoenix Technologies reverse engineered IBM
BOS in the mid-1980s. The ability of Phoenix Technologies wo
0 served as a basis for the development of the entire PC clone
dustry (hitpHfwww.con.com/2000/ Techicomputing/05:08

rse engineering, tdg)

fusion

of the new challenges that Malaysia would face as it moves

e next phase of the k-cconomy would be to able to generate,
alise and disseminate knowledge. Tt will require a massive
tment in Ral), availability of abundant talent and the
lopment of a propensity to take risk and risk taking. Some of
knowledge generation programmes would require fong
ation periods and some might yield zero results in relation o
apital and time invested. The challenge of knowledge

ation or creation on the part of the government would have
complimented by efforts from private individuals,

ations and the private sector, as is the case in developed
ies. The next phase of Malaysia's movement to the K-

omy would rest on the ability of the country to create new

¥ledge, intcrnalise it and disseminate it effectively
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10. Managing What
Malaysians Know

Introduction
ofessor Ali Mazrui, Albert Schweitzer Professor in the

manities at Binghamton University in upstate New York once
id that, “equity among citizens is based upon who owns what

t equity among nations is based upon who knows what," (BBC
Programme, The Africans, 19861, Mazrui's obscrvation is
rtially right. Rather, equity amongst citizens and nations of our
world today is not only based on who knows what, but on who
ows how and the ability to control and manage this know-how
d what. Why such an assertion? This is because in today’s
owledge cra, the principal assets that individuals, corporations
d nations hold dear are in an intangible form - knowledge

is is referred to in some quarters as intellectual capital or

arts. In physical form, it can be quantified as patents,
Lopyrights, trademarks, service marks to mention just a tew

\ccording to Thomas Stewart,

“knowledge has become the pre-eminent economic resource - nore
important than raw matersal, more important, often, than money
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Considered as an cconomic output, information and knowledde are
wore important than awtomobiles, oil, steel. or any of the firoducts of
the Industrial Age” {Stewart, 1997)

Today, if you talk about know-how or core-competencies
a source of competitive advantage inan increasingly globalised
cnvitonment, most business and political leaders will be all ea
The Cold War might be ended. but a different Cold War rag
on, in a multi-polar fashion over knowledge and technological
dominance. It is with such reasons that countries are accusing -
cach other of "industral espionage” and the stealing of trade ‘
seerets. Companies are draguing cach other into court over \
issues that affect their patents, copyrights and innovative
competitivencss
Then, we can say in no uncertain terms that the knowled
that an individual, country or organisations hold must be
managed carcfully and elfectively as itis their source of
competrtive advantage. In the previous chapter, we emphasi
on the importance of knowledge generation and creation as
of the important chalienges that developing countries like
Malaysia would have to phase as they make the effort to atta
developed nation status and to transit to the k-cconomy. Eque
important is the ability of developing countries like Malaysi
manage and apply clfectively, the knowledge they have
and would be creating. Ttis not going to be a cakewalk, for
sometimes hard to manage and contain knowledge for it
“get-out” so to speak. Yet, itis important to minimise this
“getting-out’ or its “seepage.” H this were not done, at the €
the day, there would be no knowledge lelt to manage. Th
example of Netscape's Internet browser technology and i
founder Marc Andreessen can be a good lesson, The inabl
effectively manage and protect their browser technology

competitors have severely eroded Netscape's market shar®
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iing it almost to extinction. Malaysian technologics
nowledge-how) or those it would create could face such

allenges as it moves to the next phase of the k-economy

hat is Knowledge Management?

m the introductory chapter, we can deduce how the
portance of knowledge and its management to a country or an
nisation can decide their survival and competitiveness.

fore important in this

naging such knowledge is th
quation. To offer a precise definition of what knowledge
nagement is and what it is all about, it would be approprialc to
£ some pointers that encompass it. Such pointers include, the
elopment, measuring, preserving, sharing and using of
owledge asscts within an organisation or a country. Knowledge
anagement therefore according to this book 15 how a country
rganisation goes about developing, preserving, sharing,
ancing and managing of its assets or the totality of the

ledge products, patterns and processes it owns in both its
and explicit forms. Others view knowledge managementas a
of managing people’s brainpower and a company’s collective
ory {Neuhauser et al, 200071, Yet, others sec it as the

nessing and the organisation of information assets that reside
he databascs of an organisation or in its employees’ collective
inpower (Shahnon, 2000]

eneath all the numerous definitions of knowledge

gement, what is certain is that knowledge has become an
sortant indispensable commodity to value creation for

anies and countries. These companies would therefore like
pture and analyse this information to enable them develop
ble strategics to afford them a competitive advantage

ing this knowledge would also help their employees to be
0 access information worldwide to enable them work faster
etter and to enhance their decisson support systems.
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Furthermore, it would help them be able to leverage aceumys
knowledge from past experiences across the company (Hg,
and Bell, 2001}

10.3 Knowledge Management: A Paradigm Shift?
When we talk about a paradigm shift, we are usually referriy
the supplanting of an old phenomenon by a new one. Usually.
this new phenomenon offers a superior explanation of an |d¢i
than the old one. Reference can be drawn from how Newtong
physics was supplanted by Einsteimian physics in Einsteins esg
cquation. Thus as the world and indeed Malaysia, transits fr
an industrial to a knowledge-based economy, a fundamental
is also taking place in the way people were regarded in the
industrial era as just labour, that can be replace at will, to beij

countries subscribe to a new paradigm of the management of
labour as a complementary input to an important resource. Thi
resource does not face diminishing returns but increasing retus
Similarly, the measurement and the valuation of this human
resource require a new method of valuation since the old ways
its valuation are inadequate. This is not the focus of this chapt
tn this knowledge era, scientist who previously made
decisions based on their fundamental understandings of the old
paradigms to which they subscribe, would have to move toa -
modern era of managing knowledge and leveraging it as a key -
component to the cconomies of the information era. For :
example, in the industrial era, companies essentially competed
price rather than on product differentiation, and became
successful in doing so. Companies in this era operated on
assumptions rooted in tangible assets-based cxplanations, which
dealt with the physical transformation of atoms into finished
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in other to create wealth. Atoms represented the raw

rial used to create valued outputs, Thus companies who

d to operate under this old business model tended to have
ly standardised operational procedures for relatively simple
roducts (Housel and Bell, 20013, In the modern era, those who
serate under this method, particular in the knowledge-based
nomy would not survive. Through reverse engineering,
petitors can casily crack these procedures. In this knowledge
; the new paradigm calls for the ability to be able to capture

4 reuse knowledge in unique ways in the lines of codes, and
ays of producing that code, like what Microsoft and other
owledge-based industries are doing and in the end have

ated more wealth than industries of the industrial era. Thus,
management of knowledge and knowledge workers in this
era would be completely different from that of the old
dustrial age cra

1t will therefore be sound to argue that in this knowledge cra
ost managers will sec knowledge assets distributed amongst its
ople, machines and process. They will therefore focus their
orts on how to clfectively coordinate these assets to produce
sired goods and services. The challenge in this era will be how
est to manage and deploy this knowledge throughout their
pective organisations. Their challenge also will be the explicit
anagement of intangibles as oppose to tangibles for managers in
the industrial cra. [n this knowledge cra, as oppose to the
ndustrial cra; the manager in the latter cannot sec how he can
anage intangibles. In the former, mangers sce patterns based on
nowledge as an output. Thus, in this new cra, when companics
iew their aperations in a larger framework based on knowledge
ind their assets as knowledge assets creating knowledge
products, their view and valuation of these assets in its ability to
provide them with the requisite competitive advantage; would
lead these companies to develop and apply new ways to
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managing this knowledge assets. This is indeed the new ord
the day and could thercfore be regarded as a paradigm shi
the old method of the management of labour to the new. A
Malaysia transits from the old to the new economy, one g
challenges would be the ability to adopt and effectively appl
this new method of managing its knowledge assets

10.4 Knowledge Management Principles
Developing a common set of principles to manage knowle
successfully has been a thorn in the flesh of practitioners
reason could be that practitioners are still grappling with wi
manage intangible asset like knowledge. Indeed changing
an old way of thinking to the new is not always an casy fea
Albeit, efforts have been made to evolve and develop prineig
based on theory and practice as well as the combination of¢
two, Housel and Bell (2001) has offered three basic principle
guidance for those attempting to find new ways to manage

knowledge assets. These include, customer knowledge, the
deployment of knowledge in information technology (IT)
the monitoring and measurement of knowledge assets.

Customer knowledge is more about identifying the

knowledge embedded in the products and services the co
offers. Another way is to have products meet customer
expectations over time, as they are more discerning todays
the custemer product definition and company detinition
close as possible

One of the important ways or principles of trying to
knowledge assets is the ability to be able to capture and €
the knowledge in IT, which could be lost when an employ?
leaves the company. When an employee leaves the compd
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y often take with them valuable and eritical knowledge

essary for the continued operations of the company. In most
es, it may not be possible o capture the complex knowledge
he heads of the departing employee. But the realisation of the
portance on the part of management of companics that their
ainability depends on their ability to capture critical technical
owledge in less volatile forms such as [T is to do something

out it. The use of artificial intelligence and neural networks

t employ an inductive approach and the learning from

erns, which are products of behaviours or quasi animate

sects like clectronic ant colonies are some examples. Another is
ing to capture important knowledge assets from employees
ore they leave a company is through the establishment of
supware systems. These systems capture and index and store

s critical knowledge with the help of intelligent agents. Others
s then reuse this knowledge in the company. Most of the farge
sulting companics like Ernst & Young use this kind of
gupware systcms

The monitoring and measuring knowledge is another

portant knowledge management principle. [ts goal is to
termine how well knowledge is producing value. This can be
tged from the customer's response to a product or a service by
¥ increase demand for them. The interaction between the
ganisation and the customer can 1ell them whether a product
ks or not and it helps the organisation to develop better and
e appealing products. Monitoring this knowledge from the
ket place and its effective application offers the organisation a
petitive advantage. To maintain this competitive advantage

i to find out what knowledge is needed for current operations
the creation of future value, an organisation must conduct
iodic knowledge-gap assessments. It is a way to help the
anisation and its managers to tap the knowledge residing in

ir employces and the current technologies in the organisation
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So far, this brief clucidation on knowledge management
principles is an effort to enhance the study and practice of

knowledge management using a common framewaork.

10.5 A Knowledge Management Conundrum?
The development of principles to enhance the study and g
of knowledge management are laudable, indeed steps in ¢
dircction. However, what is not clear or at feast where thi
sees some shortcomings on the part of the knowledge
management “clites” is their inability to explain how to reafly
manage knowledge in an employees "head” — tacit knowl
Much has been written about the management of explicit
knowledge. Examples abound from Chevron, to Hewlett.
to Skania and other multinational companics managing t
explicit knowledge with the help of IT. But for all who are
familiar with organisational politics, personal idiosyncrasi
other behavioural patterns common with humans in their

interactions with cach ather will agree thar it is much ea:

than done; to get people to share their knowledge with
emplayer and colleagues. Why such an observation? First, i
uncertain global environment of downsizing, mergers ane

acquisitions, and business failures, job sccurity is a thing
past. Why should an employee give up all they know and
be let go when they are no longer needed? For example, it
where mergers and acquisitions take place. departments
divisions with simitar work functions or roles are merged
such happens, some employecs are let go, despite their
commitment, years of service and contribution to the ko
assets of the company. With such uncertainty in today's
environment, you cannot fault the employee for zealousl
guarding their tacit knowledge. The thinking on the pa =
employee could be that by guarding such knowledge and
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I cases where organisational politics getin the way, where
e is fight for turf, power, superiority and recognivon by the
rent groups in the organisation, the impact on sharing and
agement of knowledge becomes a problem. Teamwork and
spirit is lost making it dilficult for those engaged in turf

to see themselves as a team, let alone share knowledge
ermorc, a devastating aspect of organisational palitics that
affect knowledge management and its shanng is when
ritism rules the day and rewards are given to those who
not donce the work or contributed to the basket of

ledge assets of the organisation. Those who tecl slighted
ald in some cases refuse to share their knowledge or would

£ just cnough to maintain their jobs. This can have an impact
knowledge management in the organsation

There are those who would argue that fostering good
ployer/employee relations, boosting the morale of employees
Lin somc case locking them in by means of a loyalty contract
id bring about knowledge sharing and the management of
tacit knowledge {Camble and Blackwelt, 20011 All such
ures would contribute (o enhancing the ability of

ganisations to manage knowledge, but because there is no cure
certainty and for organisational politics as well as personal
nerasics, one would argue that they are “hand-aid

res. They might never be a solution to the management ol
knowledge. Hence, despite the importance of knowledge
agement to organisational growth and success in an

asingly competitive global cconomy, the inability to

tively manage the tacit knowledge of employees poses a
drum for the knowledge management field. It will continue
until an effective way is {ound to manage the tacit

ledge an cmployee has in his or her head

2t



CHapiER )

10.6 The Chall of M ing What Malaysians Know
As Malaysia transits (o the k-cconomy, the ability o manage
Malaysia and Malaysians know would be extremely important,
alrcady elaborated on in the knowledge generation and
dissemination chapter, the ability to ereate knowledge would b
one ol the determining factors of Malaysia successiully transig,
to the K-cconomy. But the creation of knowledge would be of

use when it cannol be managed and effectively directed wo fue

the growth and development of the country. Indeed, the
management of knowledge is an indispensable component of th
k-cconomy. As appropriately observed by the Minister of Hung

Resources of Malaysia, Dr. Fong Chan Onn in his keynote addg

at the national Conference on Knowledge Management held
Kuala Lumpur in 2001, “it will be pointless and meaningless if
cmphasis the government asserts on transforming the nation
a knowledge economy is not complemented by the effective an
innovative management of knowledge at the grassroots
thttp-fwww L jarring my‘ksm/bmverispm 152 honj

So far in Malaysia, what has been observed is the clfort oﬁ
the part of both private and public sector organisations busily
storing and warehousing information of their respective
organisations in servers and databases. These are referred 1o
"knowledge databases.” On one hand, these "knowledge
databases” are helpful in some cases because it helps to organis
scattered information of the organisation that could be lost of
hard to find when the need arises. It can therefore be argued 4
they contribute 1o enhancing organisational memory. Bat the!
databases are often criticised as being nothing more than
warchouses for information, most of which become obsolete
16 time and some of the information in these databases and
websites are dated and not updated since they were transform
into electronic forms. Smaller arganisations, which follow thi

trend, could be valnerable to virus and computer attacks, whiet
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= could result in thew losing of all their vital information. Hence
nformation warchousing cannot be regarded as a true knowledge

reise. Daniel Bell, Henry Ford 11 Professor of

_ management ex
Social Sciences iEmeritus) at Harvard, puts it best when he

~ wrote: “merely possessing raw information, however, does not

_ mean (hat you know' more. Knowledge comes from making
udgments about and reorganising the information available. An
_example T often use o illustrate the distinction among data,
nformation and knowledge, is the index found at the end of most
academic books. All of the individual name entries in the index,
ordercd alphabetically, are simply data. Information is the subject
index in which the author has arranged certain topics under
elected headings to lend to some structure or guidance to the
indes. But it is the judgements made as to how to group these
different stems together, the reorganisation of the information
Bell, 2001)

As a developing nation, Malaysia can be lauded for such an

hich is knowledg

ffort. [t has taken significant steps in the atorementioned
rection. But it cannot be denied that such an cffort is just

aling with the management of the explicit aspect of

mnowledge. Such a mechanistic way of warchousing information
ill not contribute in any significant way to innovation, which is
one of the strong levers of the knowledge cconomy, It would
erefore be imperative from the view of this author for

alaysian organisations to equally focus on the management of
the tacit aspect of knowledge that exist in their organisations,
pecially in the brains of their employees. Granted that such
Would be an arduous task, but it's the definitive and important
pect of knowledge management and necessary to enhance
novation and the innovative capacity of the country as it

ansits to the k-economy. If we can use an iceberg analogy 1o
strate this observation, the explicit aspect of knowledge
nagement would be the visible aspect of the iceberg whiles the
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tacit aspect would be the part of the icebery submerged. See

Figure 10.1 below

Figure 10.1: The leeberg Analogy of Knowledge Managem

Explicit Knowledge
— visible & tangible

Sea bevel o

Tacil Knowledge
— invisible & and »
intangible

The challenge therefore for Malaysia in the next phast
tramsition to a k-economy would be to be able to manage
knowledge. Tacit knowledge as we know is a highly perst
an intangible resource. Thus it cannot be approached from
view of the separation of the knower from the known, the 88
from the object as espoused by the Cartesian dualism cof
the work of French rationalist, Réne Descartes. In fact, H
Takucchi. co-author of The Knowledge-Creating Contpany: Ho
Tapenese Conasites Create the Dynawics of frovation, points to
such a Cartesian approach is more of the Western
managing knowledge, which s entirely ditferent from the
Japanese, which emphasises the tacit aspect of knowledg?
management (hitp Hwww sveiby com/articles {essonsfal
The advantage of this approach s that it is holistic and

deemed mach successtul
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Another challenge for Malaysia to be able to manage its tacit
owledge in the next phase of its efforts to move to the k-
onomy would lic in its ability to reward adequately those who
eally produce the requisite knowledge in their organisations for
e growth and development of these organisations or for the
elopment of innovative products. Rewarding those who are
od at “apple-polishing” and ignoring those who do contribute
requisite knowledge is a sure way of causing discontent and
d lead to a lack of interest to share their tacit knowledge
h knowledge workers are good candidates who will move to
er competitors that will offer them a favourable environment
id the remuneration they want. Any organisation, which
atinues to lose its knowledge workers, cannot survive for long
ce the “push” factors as well as the "pull” factors, which bring
about, must be immediately addressed to enhance the
ntion of the tacit knowledge the employee will leave the
isation with
Furthermore, in the era where countries are jostling for
ts fram other countries, Malaysia and Malaysian
anisations should be proactive in retaining their talent. As
dy pointed out in this book, there is a war for talent even in
East Asia (Witcher, 2000). Also, it has been pointed out in
ook that a large number of Malaysian talent are working

s the causeway in Singapore. Thus cffort on the part of
laysian organisations of both public and private sectors to stop
talent loss is to start with the implementing of effective
ges internally in their organisations that will remove the turf
Ajostling for positions and other personal idiosyncratic that
drag on the development and managing of tacit knowledge.
e should be part of their retention strategies. This is
¢ the future of these organisations and indeed the country
efforts to transit to the k-economy depend on the ability
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to get knowledge workers to share their tacit knowledge and
apply it to the development of the country ( Tulgan, 2002
Another knowledge management challenge that Malaysiy -
will face as it transits to the k-economy is the ability to find
balance between the hierarchical nature of most Asian country
and their organisations. Such an ingrained nature of Asian
organisations works against knowledge management. In situatig
like that, brilliant junior offers and statf members arc always
afraid to voice out their suggestions and opinions. The fear th
“the nail that sticks out gets hammered down,” makes them to
keep quite and stifles the contribution of their tacit knowledg
(Min and Yoon, 2002}. Finally, another challenge as it pertai
knowledge management that Malaysia will face is the threat .
posed by the violation of the intellectual property rights of itg
knowledge workers. The impetus of such legal rights is to fos
creativity and innovation, and to encourage the transformatiofi g
tacit knowledge to explicit for the benefit of the country and:
society at large. Harsh punishment should be meted out to the
who violate such copyrights. At this writing, it should be
“onsumer.

mentioned that the Ministry of Domestic Trade and
Affairs is waging a serious war on copyright violators and a
bringing them to book. Yet more still needs to be done. These
violators are hydra-headed, just when it is believed that they
have been shut down, they spring up elsewhere. Only a
continuous and persistent cffort on the part of the Ministry of
Domestic Trade and Consumer Affairs would put them out ©f
business for good. In tandem, a vigorous educational effort
should be mounted to educate the populace about the
importance and benefits of respecting copyrights

10.7 Conclusion
The Importance of managing what Malaysia and Malaysian

know as it moves to the next phase of the k-econamy cann®!
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emphasised enough. [Lis only through the preservation and
effectively application and wtilisation of both the explicit and

cit aspects of Malaysia's knowledge, its effective management
and getting people and organisations to share what they know
an this knowledge produce innovative products. This in essence
ould determine the competitive abilities of the country in its
competition with its neighbours in the ASEAN region and in the
orld at large. As a last word, Malaysia and Malaysians have no
hoice but to manage what they know if it is to be able to
ompete in this knowledge era and in a global market place

here its competitors are zealously guarding and managing their

nowledge to get them on the good foot so to speak

I
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11. LIFELONG LEARNING AND THE
KNOWLEDGE-BASED ECONOMY

roduction

rtain strange wind is blowing across our global village. This
d is relegating to dump heaps old formulas of success, wealth
ion and cconomic growth. It is confounding the so-called
jalist” and "forecasters” who have always held the view that

e foundations of wealth and success were in the control of

ural resources. Well, those old foundations of success are

se. For all of human history, the source of success has been the
ol of natural resources such as land, gold, and oil to menuon
few. Suddenly, the answer is "knowledge.” For example, the
[d's wealthiest man, Bill Cates, owns nothing tangible — no
gold, oil, no factories, no industrial processes, and no

s. For the first time in human history the world's wealthiest
owns only knowledge. Knowledge is the new hasis for

h. This has never before been true. [n the past when

talist talked about their wealth they were talking about their

hip of plant and cquipment and natural resources. [n
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future when capitalist talk about their wealth, they will be taf
about their control of knowledge (Thurow, 1999)

The importance of knowledge as the new lever for creaty
wealth and lor fostering cconomic growth have prompted taf
diverse cireles about how to deal with the new knowledge-b
cconomy. [f such is the case, then one can safely say that the
a paradigm shift from a production economy, for which the 12
and 20th Centuries are known for to a knowledge-based
economy mostly evolving in the 215t Century. One of the
important features for which this knowledge-based econom
senown is the process of lifelong learning. This chapter is ab
litelong learning, which this author regards as the cornerstor

the knowledge-based economy [Abdulai 2002]

11.2 What is

Lifelong learning is defined as an “all learning activity unden

ifelong Learning?

throughout life, with the aim of improving knowledge, skills
competence, within a personal, civie, social andfor emplor
related perspective,” itis a learning process that is undertal
regardless of one's age
(http-feuropa.cu.int/commieducationdlife: what_islll_enh
Oythers maintain that it is an attitude and a discipline
extends beyond vocational and wark-focus on-the-job trai
which encapsulates soft-skills such as interpersonal
communication, teamwork, emotional intelligence and pro
solving. The principal focus of lifclong learning is © mail
longevity within one’s working life. The power to maintaif
longevity is under the control of the individual not the
organisation he or she works for (Holmes, 2002} As the i
implies, it means that an individual engaging in learning, ¢
or informally throughout their life time, not because they.
forced to do it, but because they want to acquire knowled
skills, and competence to enhance their productivity for Y
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of their lives and in a way to give meaning to their lives. In sum

ifelong learning therefore is.

Acquiring and updating all kinds of abilities, interests
knowledge and qualifications from pre-school years to post-
retirement. [t promotes competences that will enable each
citizen to adapt to the knowledge-based socicty and actively
participate in all spheres of social and cconomic lile, taking
more control of his or her life

Valuing all forms of learning, including: formal learning, such
as a degree course followed at university, non-formal learning
such as vocational skills acquired at the work place; and
informal lcarning, such as inter-generational learning, for
example where parents learn o use [CT through their children,
or learning how to play an instrument together with triends

{http:/ieuropa.cuw intfcommicducationdlife/what_isI_cn bl

It should therefore be made clear that an employee attending
training programme hecause top management forces them to
innot be classified as lifelony learning. This is because, the
ployec is forced (o attend because of coercion and might be
ysically present at the training programme but mentally absent
may end up in learning nothing. Similarly, if attending a
inference is regarded as part of onc’s continuous professional
Bvelopment, most employcees would attend such a conference
might even keep logs of all canferences attended to please

i top management. But it can be said that most would attend
e conference but learn nothing, because for these people

ing is not the driving force for going to these conlerences

S in a way, training and conferences as examples, even

they play a part in the whole equation of lifelong

ing, they by themselves alone do not entail lifelong Iearning
S8 it is part of an "attitude” and an individuals "willingness to
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learn” throughout their lives. It cannot be forced upon them i

must be something they want and like to do

11.3 Forms of Lifelong Learning
Haolmes (20027 offers in his book Lifelong Learming. four forms g
litelong learning. The first form is personal development, wh
is more of a way for individuals 1o develop their interfintra
personal skills and capabilitics. The second is planned
development, which refers to the individual undertaking fo
courses leading Lo degrees and weehnical qualifications as wel
various torms of training received during the working lifeti
the individual. This conscious elfort on the part of the indivi
o pursue formal learning which could lead 1o their been awa
academic laurels is usually a concerted effort to better

themselves. The third is acadental development, that aspe

Jearning, which is totally unplanned and occurs during one
working or non-working liletime. These could be the case

by virtue of the fact that onc is employed in a particular cos

hy observing others or skills acquired by cominuously wol
on the same task. This aspect of fearning is akin to the cas
appreatce. who acquires the skill of a certain job by doing
same thing over and over Other ways one can learn is fro
customers, colleagues, from the success and failures of othe
from darly routines. a safe way to test new ideas or from bo

well as working on projects

11.4 How did Lifelong Learning Evolve?
Lifelong learning is not a new idea. Learnng throughout ©
fifetime has been around before the Renaissance but gain!

currency during the era of the Renaissance around the 1488
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ntury. Today, lifelong learning is becoming increasingly
epular because organisations, governments and individuals are
oming increasingly vulnerable 1o advancements in 1ICT,
plitical and social globalisation, as well as a more competitive
obat economic environment. An increasingly competitive

bal cnvironment has forced many corporations and businesses
merge, acquire others or move their manufacturing operations
cheaper countries outside of their home bases as it pertains to
bour and production costs. Furthermore, there is an increase in
competition for the development and sale of knowledge
ducts and services due to the advancements in technologies;
smpanics who want to survive must develop competencics in
area. Knowledge workers are needed to develop these
ompetencics. These aforementioned are some of the causcs of
ertainty and have forced organisations and companies to
hink their hiring practices that would help them develop the
isite competencies to compete in the knowledge-cra. {t
efore requires 2 new kind of worker, one that is willing to
learn, relearn and be engaged in lifelong learning to
ontinuously update their skills

One can also say that, in a way, the cvolvement of lifelony
ming began with the death of the concept of lifelong
ployment’ — the concept where one finishes college and got
b, where they worked until they retired. This was particularly
tmon in Japan. Those days are gone and has ushered ina

od of uncertainty where a persons longevity on a job

nded on what they know now and how what they know now
benefit 1o the organisation and for how long. When their
ness to the organisation is over, the possibility of keeping
on the job much longer depended on their ability to

arn what they know, relearn new techniques and skills and
inue to learn throughout their lives to survive. If there is the
ing that we are now living in the era of "corporate
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sweatshops,” iUis true. 1is a new era where white-coffar worke,
are increasingly over worked, under-paid, working longer houpg
under tight deadlines {Andresky, 2001 This creates a lot of
stress, anxiety and ill health. This is due to the fear on the pan
employees that they would lose their jobs. But equally, the
companics these employees work for are now faced with

competitive pressures from upstarts, more versatile competitorg
and the forces of globalisation. They must be innovative and
competitive or would be foreed to close shop. It can then be
observed that this pressure is passed on to their employees. F
the employees, embracing lifelong learning is one of the best

ways to guarantee their survival in this competitive environment

11.5 Lifelong Learning and the Knowledge-base Economy
Advances in ICT have changed forever the way we study, work,
do busiess and live. Futarist like Alvin Toffler orchestrated d
dawn of this era in his book, The Third Wave. In it Toffler
mentioned that a new civilisation would emerge that would
challenge our old assumptions, old ways of thinking, old
formulas, dogmas and deologies, no matter how cherished an
uselul they were in the past (Toffler, 1980). Today, one can
comiortable say that the only thing that is certain is change,
henee no condition in life is permanent. Ralph Waldo Emersol
{1803-1882), the American author, puts it best when he said
“there are no fixtures in nature. The universe is uid and vola
Permanence is but a word of degrees.” Thus in the era of the
knowledge-based economy, the idea that one could go to co
and get a diploma and subsequently join a company and work
until they retire is a thing of the past. One example that poift
this fact is the plight of the “Salary Man” in Japan. The “Sala
Man” during his day offers a good example of the aforement
scenario. They finished school and gave their loyalty to the ‘
company they worked for and in return the company guarantt
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them employment until they retired. Times changed but the

“Salary Man" refused to change and they are now hecoming relics

have committed suicide (Pesek Jr. 2003}

1ester Thurow recounts a similar situation in his book,
Creating Wealth: The News Rules for Individuals, Compunies aid Countries
in a Knowledge-Bused Fconomy . the example he gave is from Montana
in the U.S. where he grew up. According to Thurow. high school
graduates wha started out as labourers in the copper mines could
count on good wages as well as upward mobility at the time he
was growing up. They were guaranteed movement from Jabourers
0 operators, to blasters (o positions of contract miners. The
earnings of these miners at that time were commensurate Lo that
of college graduates (Thurow, 19993, Such is history today
Similarly, skilled workers and college graduates are losing their
jobs duc to downsizing, lay-ofls, and the shift of large
© corporations to smaller companies as well as rapid technological
changes. There are so many examples that serve as a testimony to
this fact (o list here
The foregoing examples all point to the fact that it is thus
imperative for workers and those who are secking to be
employed for all their lives 1o continuously learn throughout
their tives. Peter Drucker puts it best when he said "continuous
‘!eavnlng during one’s working life will increasingly be a
quirement for any knowledge worker” (Druker, 19951 He adds
in another book, The New Realities, that “engineers ten years out of
hoo! are already ‘ohsolescent if they have not refreshed their
nowledge again and again. And <o is the physician, lawyer
eacher, geologist, manager and computer programmer”
{Drucker, 1989} Louis Ross, Chiel Technical Officer of Ford
otor Company adds to the importance of Drucker's observation
in his address o engineering students when he said, “In your
arcer, knowledge s like milk Tt has a shell life seamped right on
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the carton. The shelf life of a degree in engincering is ab
years, If you're not replacing everything you know by then;
career is going to turn sour fast” {Tapscott, 1996). But so it
the way things are today. One must continue to learn and
enhance themselves or become relics

It is not the issue of securing hifelong employment aloy
is the push factor for lifelong learning. Another reason is in
significant difference in the organisation of production as i
pertains to a production economy to that of a knowledge-b
economy. In a production economy, production is organise
mass form, whiles in a knowledge-based economy, it is org
in a flexible form, this saves on inputs and abour cost, whis
not the same in the production economy. Furthermore,
innovation is the key driver of growth in the knowledge-ba
cconomy, and in the production economy, it is capital and:
labour. Innovation requires a continuous process of lifelong
learning and research. The catalyses of such innovation are.
knowledge workers and they must engage in lifclong learn
give them the competitive edge of continuously enhancin,
knowledge to be innovative (Abdulai, 2001)

Finally, people should undertake litelong learning not:
tor employment purposes but also for self-improvement an
enhancement. Today, “an expert is no longer sumeone W
something right once. An expert is a person who keeps up.
because knowledge doubles every 18 months” (Tapscott, 4
in a constantly changing world where knowledge is constal
expanding, it is imperative for all those who seek self-
enhancement and improvement to undertake lifelong Jeat
and o see it as a natural part of their lives. Lifelong learnifi
would also help citizens contribute as well as participate
their contribution to the socio-cconomic and political g7
their various countries. The continuous importance of life
learning in the era of the knowledge-based economy can
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pphasised enough. The foregoing reasons point to why lifelong

ing is the cornerstone of the knowledge-based economy

it is of utmost importance o change onc’s

tude towards learning, especially learming throughout your

ime. Such an attitude must be one centred on the willingness
etter onesell not because you are forced to do so, by
mstances or for job related purposes (Said, 20025 Goe must
fore be self-motivated to be able to undertake learning
oughout their lifetime. Lifelong learning must theretore be

n as acquiring tood to nourish the brain. Because stis an
angible process, one must be enthused o undertake it
Another important characteristic of lilelong learning is that
must have the attitude and the willingness to move out of

e's comlfort zone. Tt thus requires a person who s willing to
brace change. But to embrace change, they must create

nge or be change agents as already cluadated on in this book
thus requires the will to learn something new. Where one has
will, they would always find a way 1o undertake lifelong
ring. These change agents see opportunities in change and

willing (0 take the chance and in the process they develop

mstances. Such a move 15 more of a reactive measure and
ally the results are not sustainable

Another of the mostimportant characteristics of ldelong
rning is that it is not a lincar product, like going through a
al learning process, attaining some academic laurcls or

ledge or skitl about an issue or process and that spells the

5
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1

1

of gaining Irom both codified and tacit knowledge, and g
capacity for a person to expand his or her capabilities in gy
world of infinite opportunitics. It also requires the willingy
challenge established assumptions and practices, yet at the
time, one must be adaptable wo ditferent environments ang
changes that they entail. Lifelong learning also requires creag
and flexibility. Creativity to enhance the ability to synthesi;
disseminate knowledge, and the flexibility to know when ong
wrong and willing to change (Banjunid, 2001)

Finally, litelong learning is the sine g son of any learni
socicly or organisation. In a knowledge-based cconomy, so
and organisations that refuse to learn, unlearn and relearn op
that matier continuously learn are doomed to be dinosaurs,
our world today grows in complexity, tostered by advancem
in ICT, individuals. organisations and socictics must regularly
and rigorousty fearn to enable them to adapt rapidly to chas
in the global environment. This will attord them a much be
warrat, 2000; Tan, 2001)

chance of survival and growth ¢

.7 Ways to Achieve Lifelong Learning
Lifelong learning can be achieved in many forms. Some of ¢
include: Enrolling in courses, attending seminars, lcarning-by
doing, shadowing. secondments, self-directed learning and es
learning. Enrolling tn new or cutting-edge courses in a differé
arca of study after the college years is one of the ways to enhs
continuous learning as ane embarks on the lifelong learning
journey. It teaches new skills and fits you with new lenses to
opportunitics not previously opened 10 you. Attending semin;
also otier such and advantage except that the time duration is:
shorter, usually a day or two. Seminars are particularly good
busy people. Learning-by-doing is more like on the job tratnif)
where the continuous pertormance of a task could lead to 2
mastery of such task. Shadowing is the case where a
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sinec/associate is asked to follow closely behind a master ora
ore skilled person in a requisite area (o learn cither by
erving or been asked 1o perform specific duties in the process
Lifelong learning can also be in the form of an assistant or
de learning from observing his superior in action. Finally
slong learning can be achieved through the tcaching of onescll
ething new. Of late, lifelong learning is enhanced with ¢
raing, where one can learn anytime, anywhere and at their own
ce. E-learning has made it casier for those with busy schedules
well as those who othenwise were unable to undertake fifelong
arning/continuous learning because of distance and time are now
le to do so with the advancement in ICT

Above all, achieving in lifclong learming require a
mmitment on the part of anyone who undertakes it. Tt must be a
ommitment to fearn not because one is foreed to do so. Also, it

Lifelong Learning: Opportunities and Concerns

Lifelong lcarning offers numerous opportunitics to individuals
sinesses and governments. For a country, the development of a
ifelong learning culture would ensure continuous growth and
evelopment in an increasingly competitive globalised economy,
hich is knowledge-based. Without the continuous rencewal ol
the knowledge of their citizens, they would not be competitive
ind it could adversely affect the productivity of the country. The
dutcome could be the non-competitiveness of exports from the
ountry and it could affect balance of payments as welt as

overnment expenditure,
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Fusthermore, through lifelong learing, the knowledge 5
ahilities of individuals are hamessed o enable them seize thy
opportunitics afforded by an increasingly globalised world,
which is now knowledge-based. It is true that human capital
becoming the definitive competitive instsrument in the
knowledge-based economy. Lifelong learning would therefg
offer individuals the opportunity to benefit from the knowle
based cconomy

Similarly, business would need to produce innovative a
competitive products for the global market place. The inabilig
produce innovative and competitive products could affect
arowth of the business and in some cases the folding-up o
operations. Businesses and their employees would therefore:
0 continuously train and learn 1o afford them the opportu
be able to produce innovative and competitive products.
employees who are the knowledue-workers would need to:
engage in fifelong learning to be competitive and 1o be abl
contribute to the production of innovative products for the.
continuous growth and sustainability of the business

For individuals, lifelong learning would enhance their_
chances and would help them improve upon their skills and
qualifications to help them in their job and income earni
prospects. Lifelong learning would also open opportunitie!
people. who are cconomically inactive by enabling themt
knowledge and skills for subsequent employment By so d

promotes social equity and inclusion in a society. But lifel
Jearning is another way to gain new knowledge for perso!
satisfaction and growth (ILO, 2002)

Unformnately, not all people are going to be able to
undertake lifclong learning. This could be due to lack of
resources, amenitics or opportunities. At the global level,
developing countries face the task of the ability to finance.
lifelong learning programmes for its citizens, to enable t
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ze the opportunities that the global market place as well as the
owledge-based cconomy has to offer. In most cases, they do
t-even have established policies and systems in place to foster
long learning ([LO, 2002). If such is the case, how can they
nefit from the advantages lifelong learning has to offer its
izens? It is therefore a major concern and has been an issue
ded to the chorus of voices from the South against

balisation. This same observation can be applied at the

ional level in most countries where there are enclaves or

ents of the people who are poor and are likewise are unable
take advantage of the opportunities the new knowledge-based
onomy offers, because of lack of resources to enhance their
ities, capabilities and skills

Thus, as others talk about the digital divide, what would
ome apparcnt is the skills gap. For most people in developing
mtries who may not have the ability and the luxury to
dertake lifelong learning, they may be condemned to fow-

ing and menial jobs. That is for those who are lucky o geta
Consequently, the increasing skills gap would translate to a
rincome divide. This skills gap in my view would be wider
een developed and developing nations, and between well-oft
aves and the less well-off enclaves in developing countries
social consequences for national and international

rnments are looming concerns that cannot be ignored

y Should Malaysians be bothered with Lifelong

arning?

alaysia moves o the knowledge-based cconomy and aspires
e a developed nation by the year 2020, lifelong learning

ld be an indispensable feature of such and effort. For
diaysians, embracing lifelong learning would be a process of
ting in their future and as we know, those who do not invest

eir future, as Ron Sommer said, would not have one, By
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Malaysians embracing hiclong learning, they will be investing
their futures as well as increasing their employability, a potentig
ol increased carnings and the ability to contribute to the
movement of the country to the knowledge-based cconomy ag
knowledge workers

Economically, embracing lifclong learning by Malaysiang
contribute to the competitiveness of Malaysian businesses and
indirectly contribute o the competitiveness of Malaysian gooy
and services in the global market place. This is because a high
trained and educated employec is an asset to any company and
bottom-line. Itis also a pull facior for toreign direct investmeny
since most investors are looking to invest in locales where they
can find a better-educated work force at competitive wage ra
The latter reason offer a strong reason why a company is willig
o retain these workers. This will increase employment in the:.

way to benefit the government through the realisation of
individual and corporate taxes necessary lor the undertaking
soctal projects and servicing of recurrent expenses
Furthermore, Malaysians should realise that, the ability
learn is an essential skill they need if they are 1o cope and s
with the increasing demands of the modern workplace. Thisi
because the organisations of today and in the future would fg
people with the ability to learn and change and as we are aws
aver 50 percent of the skills of all cmployees become obsolet
within 3-5 years and the necessity to learn and continuously
just to keep up cannot be emphasised (Holmes, 2002)
Furthermore, policy makers in Malaysia realise that if the col
is to be able to attain its Vision 2020 and to sustain its mov!
to the k-cconomy, lifelong learning amongst its populace i€
indispensable. Thus the government has put in place the 1€
platform to help the people acquire knowledge and 1
continuously learn. Ultimately, the responsibility to under
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tifelong learning rests with cach individual Malaysian. The
government can only try but the people must take advantage of
whatever programmes are put in place by the government. The
Deputy Prime Minister of Malaysia, Abdullah Badawi puts it best
when he said, “ubimately, attitude and an inclination 1o better
_onesclf would be the most powerful tool in motivating lifelong
learning,” he added, "everybody should adept the mindsct that
education is a process that is on-going from the cradle o the
grave . in some ways, lifclong learning 1 a diificalt attitade to
adopt as it requires people to keep moving out of their comlort

_ zone to master new skills and absorb new knowledge” (Said,
2002). But cven though it is a difficult attitude to adopt, it is what
is going to define the survival of any worker in the knowledge
ra, which is defined by dynamic changes.

Malaysians should be bothered about fifclong learning
because if they do not engage in lifelong learning, others, therr
competitors are going to and would enhance and leverage their
nowledge to compete effectively with Malaysia and other

ountrics in the global marketplace. If Malaysia cannot compete
effectively, it would be swept away by this tide of competitive
hange. This realisation has sunk in amongst citizens of
leveloped countries. In fact in some countries in the West,
omprehensive programmes for lifelong learning are put in place
or example in the United Kingdom, they have i place what
ey call the "University for Industry” programme which helps to
prove access to existing education and training opportunitics
well as finding ways to fill new gaps and to exploit the
otential of new technologies. Each individual is alse provided
ith an “Individual Learning Account” to help him or her plan
d save towards his or her leaming and continuous learning
ess. In fact, the United Kingdom also appointed a "Minister
t Lifelong Learning” pointing to how committed they are to
h an effort. In Walces, the National Assembly has appointed a
233
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Minister for Education and Lifelong Learning, a testimony tg
commitment and as its strategy to develop an inclusive socig
where everyone has the chance of fulfilling their potential, it
commitment to equality of opportunity and to make this a rea}
for Wales to prepare for the knowledge driven world
(http:/fwww walesworldnation.com/wwn_english/ccon/life_lo;
htm}

Canada has also developed programmes to cnhance the
lifelong learning capabilities of its citizens. Speaking at the
Taunching of a joint-venture project between the National
Literacy Secretariat (NLS) and the Social Sciences and
Humanities Research Council of Canada, the Minister of Hungg
Resources and Development of Canada said, "literacy remains
key factor in Canadian’s ability to participate as full and active
citizens in all facets of Canadian life and 1o meet the economd
and social challenges of the globalised knowledge-based
economy.” The commitment and the enhancement of lifelong
learning capabilities of all Canadians is the key to mecting th
challenges. (http//www hrde-drhe ge ca/common/news/hrib/9
73 shtml)

11.10 Analysis and the Way Forward for Malaysia
In this chapter an cffort had been made to show that with the
movement towards the knowledge-based economy, individu
businesses, organisation and nation states must continuously
foster lifelong learning to afford them the competitive advanta)
to be able to benefit from an increasingly globalised world
Lifelong learning is then recognised as the cornerstone of the
knowledge-based economy. [t has also been pointed out that
be able to benefit from lifclong learning individuals and
organisations must have the will and the attitude to continue
learn throughout their lives. The opportunitics to be gained fre :
undertaking lifelong learning for the individual, business of
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rganisation are AUMCTOUs These range from enhanced job
pspects to the development of innovative products as well as
rsonal satisfaction. For nations, lifclong learning can afford its
tizens the abifity to enhance their skills to contribute to
onomic development and growth. The lack of economic
elopment and growth could lead to social problems, which no
overnment wants
It has also been pointed out that despite the benefits that
felong lcarning hold, many in the developing world would not
e able to bencfit from it due to lack of the requisite resources to
ndertake lifclong learning. The concern is that it would lead to
the widening of the gap in skills between the developed and
developing countries. The adverse effect on incomes is clear. Tt
ould also widen the income divide. So what should be done?
At the international level, all countries should integrate
ifelong lcarning into their institutional frameworks. This can be

- done through the following recommended ways

Build the foundations for lifelong learning with the emphasis
on learning to learn skills

Develop policies and institutions for ensuring equity in
access, particularly of the disadvantaged groups to lifelong
learning opportunitics.

Mobilise the necessary resources to make lifelong learning
opportunitics widely available

Ensure collaboration among a wide range of partners and
stakeholders

Develop policies and institutions to recognise all forms of
learning, even informal learning

Design guidance counselling programmes for lifelong
learning ([L.0), 2002)
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At the nationa! level, the government of Malaysia should
provide the basic infrastructure and infostructure that would
enable lifelong learning to thrive in their societies. The requisite
policies must be put in place to make it casy for crtizens to
undertake lifelong learning. Provision of study loans and grants
to help people to pursuc lifclong learning are steps in the right
direction. Mention has alrcady been made about how a country
like the United Kingdom has appointed a Minister for Lifelong
Learning. Others like Canada have clevated lifelong learning tog
priotity position in their national agenda. It is hoped that the
government of Malaysia can learn from these examples

The government can also form public-private partnerships
nelp foster the growth of lifelong learning activities in the
country. The government could contribute cither seed money
cax incentives to companies to serve as an impetus for such a
partnership. The private scctor as whole in Malaysia can play 3
important role in fostering lifelong learning For example, in
countrics like the United States, companies like Motorola,
McDonalds, Xerox, have all setup corporate universines to f
continuous learning as well as lifelong learning for its employet
and associates. The private sector could also contribute to
support cutting-cdge programmes in local universitics that
support lifelong learning opportunities for their employees.

benelit to the company and the nation as a whole has short-,
medium- and Jong-term benetits, that cannot be measured int
dollars and cents.

Finally, non-profit organisations in Malaysia can also
contribute to enhance lifelong learning in their communiti
throughout the country, especially in rural areas This could
through the offering of short-term courses, workshops Of

ceminars. Non-profit organisations can fill the gap that p!
1o fill. Their po¥
5 10

businesses and the public sector are unable
roles in the development of rural arcas and their service:
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under-privilege and less fortunate communitics need to be
applauded. Tt is hoped that they can also undertake work in the

 area of the promotion of lifelong learning,

1 Conclusion

- The arrival of the knowledge-based economy has brought with it
new ways and rules of success, Ownership of land, labour and
capital alone now do not guarantee wealth and success Rather
the generation, ownership and control of knowledge is the key to
success and wealth in this digital era. What is then true of this cra
is that, to be able to gencrate and cffectively apply knowledge to
_ the growth and development of a country, a business or and
ndividual, must continuously learn, and indecd learn throughout
their lifetime. Those who think learning stops once they graduate
from school are in for a big surprisc. In this increasingly
ompetitive global environment, they will be left behind.

ifelong learning is theretore the sin qua non 1o those

rganisations, business and individuals who want to survive and
rosper in the knowledge-era. Lifelong Jearning therefore is the

ornerstone of today's knowledge-based society






12. THE OTHER SIDE OF THE DIGITAL
AND KNOWLEDGE ECONOMY

1 Introduction

In 1883, Herbert Spencer, the English philosopher wrote, "give
us a guide,” cried men o the philosopher. "We would escape

.~ from these miseries in which we are entangled. A better state is
ever present to our imaginations, and we yearn after it; but ail our
efforts 10 realise it are fruitless. We are weary of perpetual
failures; tell us by what we may attain our desires.” "Have a little
atience,” returns the moralist, “and [ will give you my opinion as
to the mode of securing this greatest happiness to the greatest
number” (Spencer, 1883). The ery of humans from the time of
their creation until today has always been a discontent for their
rroundings of both physical and non-physical. Fortunately,
echnology has enabled humans to modify these surroundings
nd have offered the ability to solve some of the problems they
re plagued with,

But increasingly, humans are frustrated with the
ompanying headaches that come with these gains in
chnology. Perhaps, humans have forgotten that, “technology

mands more, not less, human work to function. And it
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introduces more subtle and insidios problems o replace o
ones. Nor are the acute ones ever completely eliminated, in g
unless we exercise constant care and alertness, they have a w;
coming back with a kind of new strength to haunt us, We
a treadmill that we can no tonger dismount from. We cannogy
our back to a wholesome past, if only because the past, while
sometimes more decorous, was far messier than we realise o
perhaps can realise (Tenner, 1996)

This observation by Edward Tenner and many others i
points to the double-edge sword-like nature of technology.
our generation have started the embrace of FCT, we are
beginning to see the proliferation of some of its “dark-sides™
identity theft, spam, unleashing of computer viruses, hackiny
denial of service, cybersquatting, to mention just a few. All ¢
new headaches tall under the rubric of Cybercrime. The issug
Cybercrime would be one of the most important problems
this generation would have to deal with in this ICT era. Ttis
and issue this book has decided to touch on because as Malay
moves to the k-cconomy and as its people, as well as busines
in the private and public sector increasingly embrace ICT,
would also be increasingly exposed Lo the threat of Cybera i
This observation is in no way to raise any unnecessary alar
to say that because of toreseen increases in cases of Cybere
we should develop a Luddite mentality and slam the door o
ICT. We cannot and should not. Rather, workable solutions

contingency plans should be put in place to mitigate against

future devastative effects of Cybererime.

12.2 Technology the Double-edge Sword
Technology is regarded as a resource that can bring about 4
economic growth and development of nations. It can thus be
regarded as a major instrument used in wealth creation. A
testimony to this is by looking at most of the developed nath
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¢ world today. Most of them have attained their wealth and
elopment by effectively utilising technology. But technology is
s0 an instrument that can allow its owners to exercise social
ontro! in various forms. George Orwell's famous book, 1984 attest
this. Furthermore, technology also can be said to have a way of
fecting the modes of decision-making. More importantly,
hnology relates directly to patterns of alicnation, a
aracteristic of affluent societies (Goulet, 1977). [f we transpose
in place of the world technology. it would point dircctly to
current global digital environment, an environment where
formation and communication technologies have drastically
ected our lives. It has also created a vawning-gap, a digital-
ivide. If 50, to hold the view in this paragraph that technology is
instrument of alienation and division, would be an antithesis to
e idea that technology can bring about cconomic development
is is s0 because in most cases it has succeeded to create a gulf
between the "haves” and the “have-nots.” Yet, the claim by others
at technology has bridged the gap between the "haves” and
ave-nots” is also strong and has heen proven

Before one gets carried away with the concept of
hnological determinism or technology as an instrument of
lienation, there is the humbling lull of the numerous
hnological disasters to remind us of the indeterminate nature
f technology. Furthermore, the double-edge sword nature of
- technology is humbling. It saves us from one constrain to
troduce another. [t bridges the gap in onc way to widen it in
other. Then, Jack Fllul's observation of technology as it
rtains to its deterministic or indeterministic nature, if any
ould suffice here: “the technical phenomenon has assumed an
dependent character quite apart from economic considerations,
nd that it develops according to its own intrinsic casual
ocesses, independent of external forces or human aims” (Ellud,
65). Thus one can conclude that today's digital and knowledge
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era crimes are part of these phenomena. To the technophobe,
technophile alike, welcome to a brave new generation, the

Cybergenceration with its attendant phenomena and headach

12.3 Cybernation, Cybergeneration and Cybercrimes
The digital and knowledge era has ushered in a new kind of
nation — the Cybernation. Most of the inhabitants of this
Cybernation are connected to each other and to the Informatiy
SuperHighway (ISH} by computer networks, the use of Cellulag
Phones, Personal Digital Assistants, Satellites and numerous
electronic gadgets. They have developed a different kind of
language and they speak in what [ call “computereese” where
use of words like "bytes”, "hertz”, "firewalls”, "downloads” to n
just a few are common. In this new Cybernation, people
“telecommute,” "share and swap files,” or “chat in chat-rooms’
using their "e-mail accounts”, to post their information/mess:
on their "websites”, "SMS cach other” and work in “real-time.
also a "mation” where until recently, most of the profitable
businesses which created “instant” millionaires were called
“dotcoms.” One important characteristic of this “nation” is thai
is built on knowledge not brawn, nor does it have any regard:
age, colour, religion or gender. What is for sure is that, it scare
lot of the population of the production generation {P-genera
because most of them have not or refuse to be part of the
Cybergeneration. Many claim that those of the P-generation?
refuse to become part of the Cybergenration could go the was
the dinosaurs

Most of the generation of this era, the Cybergeneration
this author prefers to call them, cannot “survive” without thel
Cellular Phones, Electronic mail {¢-mail), PDA’s, and other
clectronic gadgets. The reason they often give s that, it enable
them 1o be vrganised and to be productive. These gadgets ab e

enable the new Cybergeneration to be able to transact busil
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94/7/52/365". Thus, the challenge of distance, time and space has
been defeated, they hold. Apart from the numerous advantages of
his Cyber-era, it has also introduced numerous problems and
challenges. One of the most important problems is Cybercrime
or the use of the computer and other electronic devices common
n taday's Cybernation to commit crimes. These crimes are of

_ economic, political and social nature. A recent survey of 500
computer practitioners conducted by the ULS. Federal Bureau of
Investigations {FBI) and the Computer Security Institute, showed
that 80 percent acknowledged financial losses to computer

~ breaches. Of the 223 respondents who quantifies the damage, the
average loss was Us$2 million; loss of proprictary company
information cost averaged Us$6.5 million; while financial fraud
averaged US$4 6 million an incident (New Straits Times, 2003

= p.10). Another example is the case of the 23-year college student,
Mark Simcon Jakob, who with a single computer keystroke
 staged one of the biggest Internet frauds by manipulating the

“stock of Emulex Corporation. His scheme ~ sending a false
press release designed to topple Emulex's share price netted him
more than US$24 1,000 in profits while costing investors US$110
million (The Star, 2000, p 401, A variant example is the case where
hilip Cummings, a former employee of Teledata
ommunications, in Bayshore, New York orchestrated one of the
largest identity theft scheme in LLS. history. Cunmmings and his
accomplices who had access to consumer credit information from
hree commercial credit bureaus — Equifax, Experian and
ransUnion and sold this information to crooks who used them
steal millions of dollars by running up charges (New Struris

imes, 2002, p.B20)

4 hours a day, 7 days a week, 52 weeks in a year 365 days a year
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12.4 Cybercrime and Cybercriminals
Globally, millions are connected to the 1SH daily, millions use
to transact business, to communicate and to reach out and toyg]
family and friends. The ISH or the Cyberworld as some would.
call it has gained popularity because it is considerably cheap,
efficient and information can be sent and received from any pa
of the world instantaneously amongst others. The same
advantages that have made the 1SH appealing and much used
the same ones that have attracted the criminal clements of o
world to shift their clandestine and dubsous activities to the
Cyberworld, thanks to digital technology. The shifting of th
clandestine activities to the [SH and the increase use of
computers for criminal activities has given rise to what s te
as Cyhercrime. So what is Cybercrime and who is a :

ribe 2

the engagement in any illegal or an authorised use of the

Cyhereriminal? In this book, Cybercrime would be d

computer or any digital devise to break into other cumpuleﬁ;
download information, engage in illegal lewd social unacceps
acts, identity theft or engaging in acts of sabotage. Some of the
acts include, industrial espionage, credit card fraud, clectron
funds transter fraud, ATM fraud, cloning of mobile phones,
deliberate intraduction of viruses, software piracy to ment
2 few. Some of these criminal acts have cause billions and
millions of dollars in damages to businesses and their comp!

and information systems worldwide, The 1 LOVE YOU'
computer virus, which originated from the Philippines, infe
over 3.12 million files worldwide and caused billions in day

Other types of Cybercrimes included in this definition include 2
crimes committed in Cyberspace and others like, snooping, SP
spamming, mail bombing, hacking, domain name hijacking of
squatting, denial of service, server takeovers, faundering money £
Jnternet, electronic money transfer fraud, cyber-terrorism and
sales/investment frauds to name just a few.
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Other notorious viruses have been, the "Michael Angelo”
"Wazzu" and "Mellisa” to name a few. Hence, in this book,
_anyone who is caught, tried and found guilty by a court of law

for engaging in the above-mentioned criminal enterprises using
_the computer or any digital deviee, on the 1SH can be classified

s a Cybereriminal. Others would maintain that even if they have
ommitted the crime using these devices and are not caught, they
till fall in the category of been regarded as Cybercriminals
Obviously under this broad categorisation, Cybertorts could be
dded. Cybertorts are acts that may not carry the same weight as
rime acts such as fraud using the computer or digital devices
evertheless, the impact of such Cybercrimes/torts on the
society at large cannot be emphasised enough. So what is the
otivation behind such Cybercrimes?

1 Motivations behind Cybercrimes
k Bologna and Paul Shaw writing in their book, Avoiding
yberfraud in Small Businesses, offer four major reasons that serve as

otivations for Cybercrime by Cybercriminals. These are

Economic
Egocentric
Ideological
Psychotic

According to Jack and Paul, because there is a lot of money

e made in Cybercrime, the cconomic motive is rather casy to
rstand, credit card, financial and other trade secrets

ation that can be stolen by Cybercriminals often can be
or turned into economic benefit. The egocentric motive

Hly entails some kind of bravado. [t is always the desire of

of these Cybercriminals 1o prove that they are not afraid of
ology and arc thus not victims of it. In their world, they
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have mastered, even control technology well Lo be able 1o s

for their criminal acts ot 1o show that they can compromise i

Kevin Misnick, convicted in 1989 of unauthorised invasion of
computer databases is an example of an egocentric

Cybercriminal. According to Mitick, he got hooked on
explaiting technology for adventure, the thrill and intrigue
cgocentric attitude is the example of an egocentric C

and they always believe they will never get caught, because

are "too smart.” Such a folly is usually their downtall as Mitni
{Mitnick, 2002]

arrest and conviction prove

The ideological motivated computer criminal is said 1o
belong to a cult, extremist group, and a radical political group
who undertake such computer crimes to turther socio-politica
and refigious goals. Others use such intimidating tactics to st
or harass professional researchers working on a specilic proj
abandon or alter a rescarch. Those who undertake such crimy
due 1o a psychotic motive may be because of their distorted §
of reality, or due w some defusion, obsessions or compulsion
{Bologna and Shaw. 2000]. For example, a group calling itself

Electronic Disturhance Theatre (EDTY regarded by some ind

world as "hacktivists” or “electrohippics” have been conducting
Web sit-ins against various sites for various political causes.
is achioved through the mobilisation of masses of "hacktivists
point their browsers at a targeted sie and using software
developed by them flood the targeted website wath repeated
constant download requests and end in shatting it down

Finally, an olten-overlooked motive lor Cybererime is th
revenge by an ex-employee or an employee that has an axe 0
grind. Disatfected employees might feel stighted by a certal
action on the part of the management, disaffected ex-cmplo
who ate fired from the company or made redundant usually

sought revenge especially it they hold a gradge in this

nological era. This does put most companics at a
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isadvantage or exposes them to the vulnerabilities of
Cybercrime (Marsland, 2000, p.v)

Cyberterrorism and Cyberwarfare

nother very important challenge that Malaysia will face as it
oves to the next phase of its transition to a K-economy is
yberterrorism or the possibility of being entangled ina
yberwarfare. But what is Cyberterrorism? Is it different from
yybercrime? Cyberterrorism can be classified as Cybercrime, the
nly difference from the view of this author is the magnitude,
ategic and hostile nature of the Cyberattack especially against
e “critical infrastructure” of a country. Cyberterrorism can be
escribed as an unprovoked, deliberate, premeditated, planed and
rgeting of an unlawful attack with the intention to harm and
troy computers, networks or any such critical infrastructure of
country or organisation, and the information/data stored in

em as a cocrcive or intimidation or malicious malign tactic to
rce a government, business or organisation to act or acquiesce
the terrorist's demand. If such is achieved, the terrorists have
rthered their socio-political or economic objective. According
Professor Dorothy Denning of Georgetown University in
ashington, D C_, for a Cyberattack to qualify as

yberterrorism, it should also result in violence against persons,
roperty, or at feast cause enough harm to generate fear. Some of
ese attacks could also lead to death or bodily injury,

plosions, or severe economic loss. According to Professor
enning, attacks that disrupt nonessential services or that arc a
ostly nuisance would not fall under the category of
yberterrorism, they will fall in the same category of other
Yybercrimes (http./fwww.cs.georgetown.cdu/~ denning/infosec/
berterror html); (hitp-/iwww cs.georgetown.edu/ - denning/

fosec/cyberterror. G .doc)
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S0 what are some of the known methods that Cyberterrorist
use? Some of these include, Radio Frequency Weapons Transie;
Electromagnetic Device (TED), Electromagnetic bombs,
computer viruses and Tempest monitoring devices. Most of thes
weapons enable the Cyberierrorist to be able to attack from a
distance and can enable them to be undetectable. Radio
Frequency Weapons can be used to enter the clectronic system
the victim through the “front or back door” and can burn or
destroy the system of the vietim. TEDs are used by
Cyberterrorist to emit farge burst of energy, which can "spike”
multiple targets. In the case of the clectromagnetic bomb,
Cyherterrorist use them to inflict severe and devastative damay
on the target. Tts impact is similar to the destructive effects of
striking of lightning, especially when it hits the target
(hups/itrg.cs.ted.iefundergrad/4ba2. 02/ terrorism html), One i =
thing that can be said about the methods used by Cyberterrorist
would depend on the advances in technology. Advances in
technology enable these Cyberterrorist to come up with newd
sophisticated ways to carry out their acts. We should also ads
that the motives of the Cyberterrorist fall under the ideologi
and psychotic explanations lor Cybercrime alrcady given in
chapter. There are those who may feel the need w scparate
political motives from ideological. § will contend that they a
intertwined and it would be difficult to draw a fine line in thi
instance

Despite the dangers posed by Cyberterrorism to the cri
15 of countrics, there 8

infrastructures and other Achilles h
who hold the view that Cyberterrorism is a myth. One of
peaple who hold the view that Cyberterrorism is a myth i
Green, an editor at The Washington Monthly According to O
“there is no such thing as Cyberterrorism — no instance &

ever having been killed by a terrorist (or anyone else) usin
at al Qaeda @

computer. Nor is there compelling evidence th
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terrorist organisation has resorted to computers for any sort of
destructive activity. What's more, outside of a Tom Clancy novel,
computer security specialists believe it is virtually impossible to use
the Internet to inflict death on a large scale, and many scoff at the
-~ notion that terrorists would bother trying”. As a further support of
- Green's observation, he gave an example of how the ULS. Naval

- War College contracted with a rescarch group to simulate a

. massive attack on the nation's information infrastructure. In an

= excrcise dubbed operation "Digital Pearl Harbour,” the U.S
government assembled a group of hackers and security analysts in
Newport, Rhode Island for the aforementioned war game. The
result according to Green was that the hackers failed to crash the
Internet, though some serious sporadic damages were caused, The
conclusion was that il terrorist were to undertake such an attack, it
would require significant resources and country-level intelligence
(hutpfiwww.washingtonmonthly. com/features/2001/02 1 |.green. ht
ml)

One may theretore ask, are Green's observations in place? |

ill contend that Cyberterrorism is not only going to be caused

ganisations and could inflict such damages or attacks aimed at
e Achilles heels of their respective countries or organisation for
n ideological or political motive. Secondly, the mere fact that a
utated war game (Digital Pearl Harbour} did not crash the
Bternet does not mean that it cannot crash it in the future. As
Eechnology advances at the speed of light, it is the ability of

these new technologics to arm these terrorists with the abilitics

Lause such damages to the critical infrastructures of countries

is frightening. Furthermore, Green is only drawing on the
S as an experience and example. The ULS. is unique as the
d's only superpower with the requisite resources and
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technologies to support its strength. Thus, what the U.S. can
withstand, other countries would crumble, even if a third of suck
an attack of such magnitude was faunched. Thus, Green's
observation that Cyberterrorism is a myth is unfounded and
unsound. Rather, it can lull a lot of countries, particularly
developing ones to sleep and would be caught off-guard by
Cyberterrorist attacks on their critical infrastructares. Developi
countries, particularty Malaysia should not fall for such an
observation; rather, they should err on the side of caution and b
prepared, for as the old adage goes, "prevention is better than
cure.”

So what should developing countries, particularly Malaysia
do? The first suggestion is to borrow a leafl from the Americans,
take a critical analysis of the Critical Infrastructure Protection
Board they set up and the appointment of a "Cyber Sccurity
Czar" to see whether some good aspects of these precautiona
measures can be emulated. As Malaysia moves to the next st
of the k-cconomy, a critical debate should be held on this iss
cost-benefit analysis applied and the appropriate decisions m
be made. Sccondly, vigilance must be maintained over the
security of the critical infrastructures and computer systems @
the country. Any negligence to patch security Haws and havif
alternative methods in place can be costly if there was ever af
attack. Furthermore, as part of the work of the Critical
[nfrastructure Protection Board, the authorities might consid
setting-up a Critical Infrastructure Protection Dircctorate to,
assess all and potential Cyber threats as well as undertake
simulations and war games of proposed attacks on Malaysia’
critical infrastructure and coming-up with appropriate
coordinated remedics and alternatives. Finally, there should
greater cooperation internationally in the bid to fight
Cyberterrorism and its threats. Malaysia should work with
countries and organisations internationally in the bid to fig

250



THE OTHER SIDEOF THE HIGITAL AND KNOWLEDGE ECONOMY

Cyberterrorism and its threats. This is one war that no single

country no mater how powerful can win by themselves

.7 Cybercrime, its Prosecution and the Adequacy of Laws
One thing that is clear is that cybercrimes or digital crimes
usually accur duc to opportunities created by an individual or
organisational carelessness. For example in organisations where

ystem audits and controls and administration are lax, they could

be vulnerable to Cybercrimes. Also, in management
environments where controls such as standards, procedures, and
policics are ambivalent, contradictory or not documented are also
vulnerable to Cybercrime. In management environs where a puor
fimatc exists between the employees and management, these
avirons could also be vulnerable to Cybercrimes (Bologna and
Shaw, 2000)
One ot the most important challenges of Cybercrime is that
because technolugical advances are dymamic, it is rather difficult
o catch-up with the criminal elements of the Cybernation who
re adept at the employment and exploiting the Tatest advances in
echnology. particularly ICT, to engage in crime. In fact, these
riminals are getting smarter by the day and are beating the
stem. One can therefore say that, it is rather difficult to catch
ese Cybercriminals most of who are always one step abead of
aw enforcement agents. Not only are law enforcement agencies
aying “catch-up.” the Taws tn most countries, developed and
feveloping also have to play “catch-up.” Although there might be
s on the book, the existing laws may not be specific enough
bring some of these criminals to book when they are caught

d in many cases, the actual law that is broken is usually not
obvious (Barret, 1998). It is also becoming increasingly clear

8t in certain instances, additional legistation may and is often
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{http-/www aic. gov auiconferencesfotherfurbas-

gregor2001 Odcybercrime pdfl

In cases where the erime is committed offshore, it is even
harder to trace and prosecute such criminals. The problem of th,
lack of adequate faws o cover Cybererimes in Asia are of
concern, because many cases like on-line fraud and theft cannot
be prosecuted in some of the countries without specialised laws,,
Most of the countries are moving fast to fill such legal vacuums,
Hong Kong has set-up a special group to advise the territory's
government on new Cyberlaws, South Korea have established a
advisory committee on Cybercrime and hope to come up with
recommendations to develop Cyberlaws for the country,
Philippines and Thailand are rolling out new laws to cover e-

commerce and bank secrecy, Malaysia has passed some

Cyberlaws. Despite such cfforts, it would take a while for ail
these laws to be put in place and for the courts to be well versed

with these laws (Far Eastern Economic Revrew, 20007

12.8 Cybercops and the Cybernation
Like any nation, the Cybemation also attracts people from all
walks of life, without regard to race, sex, religion and class. It 218
attracts criminal clements such as con men, vandals, crooks,
pacdophiles. terrorist, and anarchist to mention just a few. The
use of the ISH for educational and rescarch as well as
communication purposes is now hijacked by these criminal
elements. 1f such acts are not checked and are allowed to get@
of hand, it would drive fear into peace and law abiding citize!
the Cybernation. They will fear that by getting on the net, €8
identities can be stolen, their computers can be hacked, that 8
kids would be victims of pacdophiles prowling over the net
that they are susceptible 10 a virus attacks, they would keep Y

from the Cyberworld or some draconian laws may be passed

governments, which could end up with disastrous impacts for
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Cybernation. Just like in real-life, the fear of rampant crime at
onc’s door would cause fear and could result in the slamming of
the door in the face of even genuine people. Hence, governments
of the world must police the Cybernation 1o make it safe for its
citizens. The issue of Cyber-security should dominate the agenda
of governments in this Cyber era. The enhancement of computer
and security of technology especially with advanced encryption
technologics should be high on technology policy plans of
governments (Schneier, 2000). Where laws are drawn to help
against Cybercrime, governments must provide adequate

resources to enforce them. This includes the recruitment of a new

kind of cop, the Cybercop. These Cybercops would work hand-
in-hand with regular cops on the beat, but the domain of the
Cybercop would be the policing of Cyberspace and dealing with
other aspects of new crimes using digital technology and gadgets
The Cybercop must be able to think like the Cybercriminal on
the job to be able to catch this new kind of criminal. They must
understand the culture and ways of this Cybereriminal to be able
to catch them. Thus, if peace and stability is to sustain in the
Cyberworld, it would depend on how effective Cybercops are
going to police the Cybernation and how dynamic Cyberlaws are
going to be to back the work of Cybercops

.9 Malaysia and Cybercriminals: A Growing Challenge?

The effort of the Asia region of which Malaysia is a part to benefit

- from the ICT revolution and the knowledge era is evidenced by

_the numerous projects put in place for these reasons. They range

from Singaporc’s Intelligent Island effort to Hong Kong's

Cyberport efforts to Malaysia’s Multimedia Super Corridor. These

efforts need to be applauded. But as Asia becomes increasingly

- wired and ICT savvy, so too are the criminals in the region. These

_ criminals have moved muost of their vice activities to the web, In
addition 1o some of the Cybercrimes mentioned in this chapter,
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the Cybercriminals in Asia use the web to engage in on-line
wrafficking of women, drugs, money laundering, extortion and
hacking to mention just a tew. For example, car smug; fers in
China are reported to place their orders for cars from Hong Ko
via e-mail and websites; Japanese gangs recruit women from the
Philippines to work in their brothels using websites; and Hong
Kong gangs send intimidation letters by c-mail (Far Eastern
FEeoromic Review, 20001, In addition, in Hong Kong alone. the
number of reported hacking cases rose rom just 13 in 1998 to 3
in 1999 and the numbcrs are nsing. In South Korca, the number
was 158in 1998,
Fastern Economic Review. 2000]

shererimes reported are rising,

78 in 1999 and is growing exponcntially (Far

In Malaysia, cases of C
According to the Encrgy, Communications and Multimedia

Ministry. 5,300 reports of Cybercrimes, including 1,400 cases 0
illegal withdrawals from ATMs were reccived in 2002 (Abas,
20021, One of the notorious Cybererimes incidences registered
in the country was when hackers identifying themselves as Top
hacked into two websites in the country, ane was that of the
Malaysian Parliament {www parliament gov myi and the othel
was that of a local university, University Technology Mara
fwww utm.cdumyl. The hackers were able o deface the wel
by removing the front pages of the sites and lett the followin]
messages. "lust hacked by topeira.propaganda assim
naum vale naum . havhauahuhahuahuha.mas . vamo la
hup-ficanalgarbage cib.net (naum sei comot tu gosta de uma
porra de uma banda dessasy” (Chua, 20003 Hacking of web$
in Malaysia has scen an increase from 28-recorded cases i 1
to 47 in the first cight months of 1999

thttp:fwww landlield. comfisn/mail-archive/2001 jan/0073:
these are just the cases that are reported. It s believed that 2
companics who may have their computers hacked may have =
reported for fear of bad publicity and the effect on their fi
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These kinds of new crimes are those law enforcement agencies in
Malaysia would have to deal with in this digital era

Apart from the increase in the number of hackers, the law
enforcement agencies must also brace themselves for the new
“digital criminals” specialising in credit card information
Recently, the Commercial and Computer Crimes Unit of the
Royal Police of Malaysia were able to arrest some members of a
credit card syndicate, who used high-tech equipment to tap
telephone lines of banks to obtain credit card transaction details
and subsequently downloading them to cloned cards, ripping off
some banks to the tune of millions in Ringgit Malaysia. The
syndicate were said to have rented an office space on top of one
of the banks they ripped-off (The Star, 2003, pp.182). These kinds
of new criminals are technology savvy and pose a real danger to
_ law enforcement bodies in the country.

Another syndicate had a different way of stealing information
from ATM cards. Until the Malaysian police caught-up with
_them, ATM theft was on the rise. At one point, 130 cases were
reported that involved a single bank. How do thesc digital
criminals carry out this act? They do so by stealing the Persanal
Identification Number (PIN) and the magnetic strip data from a
victim's card. This is done by hiding a close circuit camera above
the keypad to capture the finger movements of the victim. This

affords the criminal the ability to determine the victims PIN. A
 dose-range transmitter is usually connected to the close circuit
mera, and images are transmitted to a nearby laptop and a
deocassette recorder. The criminals also attach an ATM card
ader or skimmer to the card slot, and it copies data from the
tims ATM card and the data is downloaded to a laptop
puter. They then proceed to clone ATM cards used for
Unauthorised withdrawals (New Straits Times, 2002, p.5&7). It must
mentioned that Malaysian banks are moving away from
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magnettc strips to chip cmbedded ones as a way to cradicate thig
type of crime -
Fortunately, Malaysia is onc of the few countries in the world
that have put in place the requisite laws to combat Cybercrime
Fhese include the Computer Crime Act of 1997, the Digital
Signature Act of 1997 the Telemedicine Act of 1997, the
Copyright {Amendment] Act of 1997 the Communications and,
Multimedia Act of 1998, the Personal Data Protection Act. The
government have also set up the Malaysian Computer Emergen
Response Team iMyCert), which operates under the Malaysia
Administration Modernisation and Management Planning Unit.
(MAMPU 1o assists hoth the private and public sectors to
identify expertise to help with network and sccurity issues in thi
arowing cra of digital crime Other functions of MyCert in th
eftort of stemming the tde of Cybercrime in the country, inch
serving as a centralised point for the reporting of security
incidents and to facilitate communication to resolve security
incidents; disseminating secunity information including syste
vulnerabilitics, defence strategics, and mechanisms, acting as
repositary of seaurity related information, acquired patches,
and techniques; finally, playing an educational role in educati
the public about matters relaling to computer security in the
country (Yeang, 2002)
The government has also set-up an E-Sovercignty Wol
Croup to help in the etorts of Malaysia to combat compu!

related crimes and other abuses and misuse of the Tnternet

[Trtep:wivw. mycert mimos. my/newscutting/ news0025. hml
Despite such laudable ettorts, much needs to be done
Malaysia cannot rest on its laurels, because daily, new '
technological developments enable the Cybercriminals to%
step ahead of law enforcement officers. The Deputy Primé s
of Malaysia orchestrated the same sentiment at the opening
InfoSoc Conterence in Kuala Lumpur, when he said, “latel
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have scen negative elements such as misuse of the Internet
violation of and virus attacks on databases and computer crimes
creeping in and threatening the peace of individuals and socicty
the government is sensitive to this and is taking steps to stop such
problems from spreading, including tightening legislation”
(hitp-/fwww mycert mimos.my/newscutting/news0025 himl)

The challenge for Malaysia as it pertains to effectively

containing Cybercrimes is to “effectively” enforee the faws on the
books. To be able to effectively enforee the laws on the books,
the law enforces must be adequately armed with training and the
necessary hi-tech gadgets and equipments. The requisite
authorities should understand the damage Cyhbercriminals can
cause Malaysia can run into the billions of ringgit as the damage
caused by many of the Cybercrimes around the world attest
Thus, spending even a quarter of any perceived amount of
potential damages for the protection ol the country and its
~ infostructure is worth it

Another important challenge is that of building a global
constitucncy of nations united in the fight against Cvbhererime, In
such a constituency, collaboration is going to be the glue {New
 Straits Times, 2002, p.17}. Collaboration by Malaysia with other
countrics would help to enhance investigation cfforts against

Cybercriminals. This is because some of these Cybercriminals

may be in another loreign countries and if law enforcement
agents in Malaysia were to try to access the computer of the
ybercriminal by downloading data from the suspects network
nd say the network was located in a {oreign country; according
1o Janet Reno, former US. Attorney Ceneral, the law
nforcement agents may soon find themselves in the case ol
ternational proportions, where they could be charged with the
Holation ol the laws of that country

tp./www sans org/re/country/'malaysian_law.php!

rthermore, one of “the physical problems that arise from
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dealing with computer criminals are the difficulty in tracing,
prosecuting, and reaching a desired verdict. if a crime crosses
borders, it may be almost impossible to secure extradition or
decide which country descrves ultimate jurisdictional power ove
a given case” (http:/fwww niser.org. my/news/
200t _07_12_0t.html). In such instances, international
cooperation and collaborations become very important (New
Straits Times, 2001, p.48). For example, it is reported that,
Malaysian law enforcement authoritics are getting help from d
counterparts in France and Brazil, pertaining to the attack on ¢}
websites of the Malaysian parliament and UTM, where the
Cybereriminals were traced to have originated. The role of
Interpol would become increasingly important in the conce
efforts to fight Cybercrime especially as it pertains to cross-
border Cybercrime. Thus, Robert Bishop the CEO of Silicon
Graphic's observation, “as the threats (Cyber) become more
visible, there will be a greater need to create regional and gl
commen functions in executing of Cyberlaws” is the way
international efforts in fighting Cybercrime should move
(Rahman, 2002)
Despite such laudable efforts, policing the Cybernation i8
going to be an easy job. To give the readers an inkling of ho
tough it would be here is an example: Most of the readers b
know that Napster, the music file sharing company was shut
down by a group of American record companies for copytii
infringement in 2002. These companies went after anothel
company like Napster called Kazaa and 100k it to court. The
intricacics they found points to the difficulty of policing ¢
Cybernation we are talking about. They found out that, Y
distributor of the software used by Kazaa, Sharman Netw®
was incorporated in the South Pacific islands of Vanuaty,
managed from Australia, with its computer servers in Den
its source code is believed to be stored in Estonia, and its
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developers live in the Netherlands, The fact is that if even the
courts in the ULS were able to pass a judgement against Kazaa,
they would be unable to enforce it (Economist, 2003, p.17-18)
Malaysia could face case’s similar to this in the next phase of its
movement to the k-economy
Another challenge for Malaysia as it pertains 1o Cybererime

is in the arena of the expansion of Cybeslaws in the country to
cover contracts. For example, what would the legal recourse be
for Malaysians in Cyberspace if a dispute in such lines occurs?
Can the traditional courts interpret the common laws and have
them apply in this case in Cyberspacer Also, in the passage of the
Consumer Protection Act, which was passed in 1999, it is
reported that c-commerce was taken out from the protection of
such an act. It so, consumers who fall victim to c-commerce
scams could have a tough time bringing the crooks in {or
_ prosecution. Thus the government need to tighten-up or plug
such loopholes, which could have been created unwittingly. Bur,
Malaysians can find solace in the fact that, when the Cyberlaws
were created in 1997, according to the Energy, Communications
- and Multimedia Minister, Leo Moggie, “the government was
preparcd 1o modify and amend these Taws as we went along
Such flexibility would go a long way to enhance Malaysia's
Cyberlaws and the country’s efforts to fight Cybererimes
http:/fewse asiateatares.comcurrent_alfain0104,1117,02 homd

As Malaysia moves to the next phase in ns efforts to move to
k-cconomy and autain a developed nation status by the year
020, Cybererime is indeed one of the arcas that authoritics
}mu]d keep a vigilante eye on because of the dynamic nature of
hrology. Such dynamism would give rise (o different tvpes of
ybercrimes and a morc sophisticated type of Cybercriminal
thoritics should be able to come up with new laws where
€cessary and when needed in the future. But the education of
e populace about Cybersccurity and how to avoid Internet
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13. MALAYSIA AND
THE POST K-ECONOMY ERA

3.1 introduction
“No condition is permanent,” the philosophers would have us
believe. If such is the case, then any talk about the “Circle of Life”
is right on. Everything has a beginning and an end, so are
economies and so will be the k-cconomy. The end of the k-
economy like anything clse would be because a newer and better
competitor supplants it. To some, this might be a déja vu. To
those who do not think so, here is some food for thought,
“hunting and gathering cconomies ruled for hundreds of
thousands of years and was overshadowed by the agrarian
economy, which ruled for about 10,000 years. What came next
was the industrial economy, which started in Britain around 1760
nd started unwinding in the ULS. in the 19505, We are half way
into the Information cconomy and from start to finish, it will last
75 ta 80 years, ending in the late 20205 (Davis and Meyer, 2000}
[f this abservation by David and Mayer (2000) is true, then
we are in the matured state of our current information economy
Then this economy has already been through its gestation and
rowth stages. Thus after this maturity state that it is in, comes
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decline. So what is going to be next economy after the decligg

the information cconomy? Some futurists are predicting a -
hivecorony. This is an entirely different topic for another book
For now the task of this author is to look at post 2020 when
Malaysia would have attained a developed nation status and

cconomy {a period between the end of the information econg

and the emergence of the proposed bioeconomy ). Thus, if | can
“think aloud” for a minute, and suppose | can snap my fingers;
by uttering the magic word “abracadabra” Malaysia would see
in the year 2020. At this time, Malaysia has attained its visio
a developed nation status; it is also now a knowledge-based
cconomy. So what next? What is going to follow the knowl
based economy? The importance of these questions lic in the
perception that. because of rapid changes in technologies, ¢
countrics who become knowledge-base cconomics can also

become poor and impoverished the nest day if they rest on |
laurels. Ancient empires like Rome, Greece, Egypt and even’
modern day British Empire are cascs in point. All these empi
lost their greatness with advances in technologies and chan,
events and the times (Kennedy, 1989). The following is a bi
eye view, peering into the future and some of the snapshots B

Malaysia could expect post 2020

13.2 The Post K-economy Era: A Very Intelligent Era (VIE} .
1i Malaysia rests on its oars alter attaining its vision of a
developed nation status by the year 2020 and as a knowled
based cconomy, it can face the fate similar to that of Rome,
Cireece or Egypt and other great civilisations in history. Th
challenge now is for policy makers and thinkers to start thi
of Malaysia beyond the knowledge-based economy era—"
the year 2050. This is because the year 2050 would in my
opinion be a period of the "Super Knowledge- based era
K-cra) or the “Very Intelligent Era” (VIEL It would be an era!
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pegins and precedes the end of the information age. Telf tale
signs of this era are the advancement in wireless technology or
artificial intelligence. Bluetooth technology is a case in point. tis
a worldwide wircless technology specilication for a small-form
factor low cost radio solution that provides links between mobife
computers, mobile phones, other portable handheld devices, and
conncctivity to the Internet

{http:/iwww bluctooth.com/utilifaq 1 asp)

Before the ascension of the bioeconomy-era, there will be an
overlap between information technology and biotechnology
This will see the digitisation of many of the biological processes
1t will be a period where smell, taste, touch, imagination and
intuition will be developed to become commercially viable. In
this era, weapons and products of yesterday. today and the day
after today would not work tomorrow or the day afier. There
might be some readers of this idea who might think that itis a
crazy thought. One cannot argue with such observations. All that
can be said at this point is that the chapter of Malaysia in the

such an cra

year 2050 is yet to be written. Albeit, the challenges
would pose for the future generations of Malaysians cannot be
wished away and should be thought of today and the foundations
faid if future generations of Malaysians are to stand a fighting

hance in the Super K-cra

3 Era of the Virtual Marketspace

In the post k-cconomy era, the Virtual Value Chain {(VVC will
ain dominance over the Physical Value Chain (PVC). The PVC
which is synonymous with, secing, touching and feeling mode of
he production and exchange of good and services in the
traditional marketplace will be supplanted or will wane and
evenually wilt away, We will move into the marketspace era where
the VVC will be king. Goods and services will exist in this virtual
domain and can be casily delivered through the virtual domain
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Since this will also be a VIE, virtual reality will ecnhance this
process. For example, there is a musical group which exist only
on the Internet called the [nternet Underground Music Archive
(IUMA), who with the help of technology, record their own

music, post digital audio tracks from unknown artist on the
Internet, distribute and market their music over the Internet and
can test customer or consumer reactions to their music, build an
audience for their recorded performances and distribute their
products entircly in marketspace (Rayport and Sviokla, 1999). This |
cxample and many more of its kind sprouting are telling signs of
what is ahead in the post k-era. It is also a clarion call to all that
guiding principles that dominate in the marketplace will have
limited or no application in marketspace. Among the several
reasons for this move, here are a few

First, because this will be a VIE, digital and wireless assets
will predominate. Unlike physical assets, the creation of these
digital and wircless assets have a variable cost close to zero and
furthermore, they are not used up in consumption like physical
assets and can be reused over and over again. Because of this, the
potential infinite number of transactions that these digital
products can be used for will change the dynamics of
competition, as it is becoming evident daily. In this era,
cconomics of scale and economies of scope will be redefined by
the virtual value chain, This will allow kitty cats to roar like lions,
-~ very small companies to be able to achieve low per unit
production cost for their products and services and compete
effectively in markets formerly dominated by conglomerates. As
it pertains to economies of scope, it will be redetined. For it will |
now be possible for a small company 1o use a single digital asset
to provide value across many different markets in marketspace
{Rayport and Sviokla, 1999)

The post k-cconomy era would see also the increase in virt
manufacturing. ft will rival or surpass the bricks and mortar
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factory that we know. [ncrease specialisation and global
collaboration using advanced electronic and digital networks will
foster this. [nformation about designs, production information,
inventory, delivery schedules to mention a few, would be
exchange over cyberspace at Internet speed, creating flexibility
and inexpensive production possibilities. It will also link
customers in the marketspace directly to these virtual factories,
climinating the problem of space and time. Payment systems
would be cased, as digital currencies become the order of the day
and would be used extensively, cutting down transaction cost
For now, a few examples attest to this coming phenomenon. One
is by AeroTech Service Group out of St. Louis, Missouri in the
LS. that have helped McDonnel! Douglas Aerospace build a
highly effective virtual factory and it has in the process created a
sizeable virtually linked manufacturing community (Malene and
Laubacher, 1999)

4 Era of “Coopetition”

We have moved from an era of comparative advantage, where a
country or an individual could compete based on natural resource
endowments. The arrival of the information and knowledge cra
changed all that. It ushered in an era of competitive advantage
where having natwral resources alone did not offer one an
advantage. Knowledge and the ability to effectively apply and
exploit this knowledge offered one a competitive advantage
Examples like Bill Gates who controls no mineral resources, and
small countries like Singapore, Taiwan and Liechtenstein created
wealth and higher standards of living for their citizens with no
natural resources. But as the information or knowledge cra
reaches its maturity, cooperating, collaborating and competing at
the same time amongst individuals, companies and nation states

is increasingly becoming the norm. Such will pertain for
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sometime before the ascension of the bio-era. Why such a view
and how does it work?
First, the proliteration of information has made 1t casy for
people, business organisations or even nation states to be
informed about the least and up-to-date disturbance in the
marketplace or in any part of the world. This cnables them to
react swiltly to such new changes. It therefore reduces the
capability of any person or organisation to have a monopoly ove
information to enable it exploit such a monopoly. Hence,
competition becomes rife and in specific industries, cut into
profit and operating margins. To survive, alliances and
collaborations are formed to share experiences and marshal
resources to produce goods and services for the market place fo
their survival. Yet, this does not mean that these companies stil}
do not compete in the global marketplace for market share, far:
from that. They compete but collaborate where necessary for
their survival and continuous growth. In some cases
"coopetition” is the only way to be able to enter a certain
industry because of the prohibitive cost outlay that makes it
otherwise impossible for a single organisation or country. The
consortium that formed the Airbus industry is an example
Specialisation and different knowledge competencies of diffe
individuals, organisations or countrics is also one of the reasop

why countries increasingly cooperate and collaborate

13.5 Era of the Constant Re-invention of the Self
Jack Welch, the former Chairman and CLEO of General Elect
Corporation once said that, "when the rate of change outsié!
exceeds the rate of change inside, the end is in sight” (Wel
20017, In today's global environment where change is at wé
speed, individuals, organisations and nation states must
constantly change with the times or face the danger of being
behind. This can be done through a constant re-invention @
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self to stay atuned with the times. The post k-economy era
would be a time where the survival of cach individual,
organisation or nation state would depend on how fast they can
re-invent themselves to be able to avail themselves with
opportunities in the global marketplace

As already pointed out in this chapter, the post K-cconomy
era would be a VIE, with such an cra, a forccast of very intelligent
systems will rule the day. One thing that is sure with very
intelligent systems is that they would need less and less
knowledge workers, few engineers, computer and information
technology experts, for they can virtually survive on their own
with limited help from a few of these knowledge workers. People
would have no choice but to re-invent themselves to be more
' intefligent than these machines to survive. Organisations would
* have to re-invent themselves as well, for they would be
competing with formidable virtual companics, which are nimble
on their feet and can exploit Cyberspace to the disadvantage of
_ brick and mortar organisations. Nation states would have to do
the same. Sadly, those, who have not been able to scale, the
“digital heights” would surely be left out of the "digitalpolis.” Those
nations that have scaled the “digital heights” cannot afford to be
complacent, they must constantly re-invent themselves to stay
alive or become relics of history, Developing countrics like
Malaysia do not have the luxury to be left behind and must gird
its loins, roll-up its sleeves, grab the chisel and hammer, to shape
its destiny for the post k-cconomy cra. This coming erais going

be a truly challenging era

Era of a Heightened Need of Trust

e last word on this chapter about the post k-cconomy era will
al with the issue of trust. One of the numerous advantages of

e information era is that it has broken down hierarchy and
ened the playing ficld for the prince and the pauper alike. Such
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cgalitarianism is stressed when it is often said that on the
information superhighway, no anc knows whether you are a kig
or adult, a giant corporation or a mom and pop operation. | am
all for the levelling of the playing field. But the anonymity asp q
of this egalitarianism has created new problems. It is that which
keeps me up at night. Unscrupulous individuals have hidden
behind such anonymity 1o dupe and destroy others (Lewis,
2001). The section on Cybercrime in this book has dealt at
length about this issue. One can say that the information era has
created a “community” of sorts for all who travel or use the
information highway, just like a physical highway used by say a
village community, if there are constant robberies of caravans
travelling a said highway, when the news spread to the village, ©
there will be tear to use that road out of distrust. Alrcady, we a
sceing the lack of trust on the part of many in the use of the
information superhighway for certain transactions

in the post k-economy era, issucs of trust will escalate. As
technologies of that era become more intelligent, humans will
even harder to find ways 10 evade or go around them to dupe
others or use them for criminal acts. Francis Fukuyama in his
book, Trust. The Social Virtues & the Creation of Prosperity and in an
article in Forbes Asap, echoes the same sentiment about the '
importance of trust in the virtual and physical world. According
1o Fukuyama, "trust daes not reside in integrated circuits or fibre
optic cables. Although it involves an exchange of information,
trust is not reducible to information. A “virtual' firm can have
abundant information coming through network wires about its
suppliers and contractors. But it they are all crooks or frauds,
dealing with them will remain a costly process involving compl
contracts and time-consuming enforcement” {Fukuyama, 1995)-°
[n Forbes Asap, he adds, "in a human capital intensive environment,
all you bring to the table is your own intellectual property. You
will not share this precious resource with others unless you trust
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them to reciprocate and not to abuse the favour ... Trust
becomes all the mose important in a high tech environment”
(Fukuyama. 1996). Already, there is an exponential increase in
digital crimes. The fear that they could become commonplace are
well documented in Richard Power's book, Tangled Web. Tales of
Digital Crime from the Shudows of Cyberspace. The obscrvation then in
this chapter that such activities will increase in the post k-
economy era cannot be emphasised enough. The challenge going
forward for policy makers in Malaysia would be how they could
boost trust in the post k-economy era with this observation as a
watchword. One can only surmise that the foundation for such
would have to be erected today and the structure added as the

country moves to the k-economy and the post k-economy eras

13.7 Conclusion

_  The observations offered in this chapter about the post k-
cconomy cra in no way qualifies this author as a futurologist. The
observations here are garnered from a curious observer of techno
trends. It is possible that it might come to pass that some of these
observations would come to naught. The effort here is to sound
the clarion call, to get policy makers thinking that if Malaysia is
going to controf its future, it must invent it Such can only be
done if that tomorrow is thought of today, with all its promises
and failures, The process must be started in the dawn of today. As
Nicholas Arthur Rimbaud (1854-74) said, “in the dawn, armed
with a burning patience, we shall enter the splendid cities.”






14. SUMMARY AND CONCLUSION

Malaysia's efforts to attain a developed nation status and to bea

; nowledge-based society would be regarded by some cynics as
Impossible and indeed a pipe-dream. But so it has been said of the
fnany who dared to dream the impossible. Indeed we have been
tioned by the adage that it is the person who stays in the race that
ins the race. But if there are still some doubting Thomas' out there,
odore Roosevelt, the 26th ULS. President’s observation might

ffer some wisdom, “far better to dare mighty things, to win glorious
phs, even though chequered by failure, than to take rank with
ose poor spirits who neither enjoy much nor suffer much, because
five in the grey twilight that knows not victory, nor defeat”
ysia's efforts thus are faudable; it is indeed better to dare mighty
gs and if in the process, the country fails, it would be able to
from such failure and that is what progress is made of

This book set out to look at this effort from its beginning as a
iion and the translation of the vision into reality. The first chapter
ed at the how the vision was born and how it served as a strategy
move the country up the value chain and also as a response to the
ging dynamics in the global environment. Even though the

ey will be a fong and tedious one, the first step(s) has been
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taken. According to Lao Tzu, the ancient Chinese sage, the journey
t0 any onc thousand miles begins with but one step. Looking at the
vision from a development perspective, a summary of the different
growth theories and trying to find out which of these theories it
subscribed to was tackled in chapter two of the book. For other
developing countries that might want to emulate Malaysia's example.
itis hoped that they might be able to learn from it to supplement
their own developmental plans and trajectories. Offering an overvi
of where Malaysia came from, from an economic growth and
development perspective and how it achieved such a remarkable gog
was dealt with in chapter three. In a way, it helps our understanding
to sume point why the country is moving to a k-

conomy
Government efforts to see the vision into reality were also looked
into in the book. issues pertaining to its development of the requisi
infrastructure and infostructure were looked at and critically assesset
The putting into place of the requisite Cyberlaws can be regarded
one of the laudable achievements of the government. It puts Malays
ahcad of even many developing countries in this aspect
{n Malaysia, the government has always worked in collaborati
with the private sector to develop the nation. This has been
described as the Malaysia-lnc. concept. The movement of the
country to a k-economy and its cfforts to attain a developed nation
status is no exception. The private sector must play and is playing
important role in this effort. This private-public scctor partership
achicve this goal was looked at in chapter five. Efforts so far by ¢
government to achieve this vision have been regarded as the first
phase. The challenges so far the country had 1o face and is stil fa
in this first phase were elaborated on. More of these challenges thi
the country will phase as it moves to the next phase or the secon
phase of this effort were also looked at. Some of these challenges
include, the increased need for highly skilled labour force, enhanél
the innovative and productive capacity of the country, the issue:@
capital, intcllectual property rights and its wrongs, to mention 2
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Chapter seven in phase two of the book dealt at tength with the
Coues of knowledge workers and why it is an important element in
Malaysia's efforts to move to a k-cconomy. Then dealing with the

xt phase, a look at some of the current and future challenges that
solicy makers and Malaysians in general must tackle was dealt with in
hapter eight. The resounding theme in this chapter is about the
anging of the mindset and the developing of a new thinking
dispensable clements needed if Malaysia has to transit to the k-
sconomy.

In the next phase of Malaysia's movement to the k-economy and
attain a developed nation status, it must generate, internalise and
seminate its own knowledge. Without the ability to create its own
owledge, the country will continue to pay rent for the usage of

er people’s IPRs. But what is also clear is that all those countries
have attained developed nation status are known for their
ovation and the generation of new knowledge. [f Malaysia is to
ome a developed nation, it must do likewise. As Malaysia transits
16 the k-cconomy and moves towards achieving its goal of a

eveloped nation status, it must be able to manage what its people

w and the store and wealth of knowledge in the country. These
the [PRs and other inventions and patents of the country or
ginesses and citizens in the country. [f it does not adequately do

Bt it is going to lose its store of knowledge to other countries or to
alaysia's competitors. This issue was dealt with in chapter ten of the
ok. Chapter eleven of the book dealt with the issuc of lifelong

ing, another important element in Malaysia's efforts to move to
k-economy. Because technology is dynamic and our global village
tantly changes, lifclong lcarning will afford Malaysian's the

ty to be competitive. Efforts therefore must be put in place to
Mbrace this cornerstone of the k-economy. One cannot talk about
k-economy without touching on the issue of ICT and the
vergence of technologics and their impact on our lives. These
acts are of both positive and negative. One of the negative
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aspects of these impacts is the issue ol Cybercrime. Chapter eleven of
the book dealt with this all too important issuc. OGne of the unique
aspects of this book that scts it apart (rom others that deal with the
issue of Malaysia's move o the k-economy is that it moves beyond
the now and goes out on the limb o Took at what could be in store in
a post k-economy era and what should be expected. Its importance
that it offers policy makers an inkling of what to look for and how te
start working towards such opportunities and their threats

It can therefore be said that, Malaysia's efforts to move to a k-
cconomy and to become a developed nation by the year 2020 is
based on the realisation that if the country is to survive and prosper
in a continuous changing global environment, it must respond to
change. The country’s efforts to move to a k-economy can be
described as a brilliant move based on necessity for as Charles
Darwin, the English naturalist aptly put it, "it is not the strongest of
the species who survive, nor the most intelligent, but the ones most
responsive to change.” Thus, as Malaysia moves to the k-cconomy,
will the numerous changes the country will face be “painless™
Absolutely not. Will the country face twist and turns on the road?
Definitely. Will it make mistakes> Yes it will, But these mistakes will
be its mistakes. The country will not lay it at anyone's door. The
challenge is not to fear to make mistakes, but whether Malaysia is
willing to learn from these mistakes. 1f it docs, then it will continug
grow, develop and prosper. At the end of the day, Malaysia's
transition to the k-economy and its effort to become a developed
nation by the year 2020 should be guided by the obiter dictum "no
condition in lifc is permanent.” Malaysia's current success or future
success does not guarantee continuous success. lts continuous suct
must be seen as a moving target and it must work assiduously to
secure and maintain that. [n the words of Ralph Waldo Emerson,
renowned American author, “there are no fixtures in nature. The
universe is fluid and volatile. Permanence is but a word of degrees:
Need we say more?
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“COMPETING FOR TOMORROW”

Keynote Address by the Deputy Prime Minister of Malaysia, Ahmad Badawi at
Sunway Convention Centre, Petaling Jaya, Kuala Lumpur, March 6. 2003

Source: htp:fwww smpke jpm my/WebNotesAppitpmmain.nst/le

t me first express my gratitude to Tan Sti Abdullah Ahmad and all the
er members of the Oxbridge Society of Malaysia for giving me the
onour to address such an August gathering. As graduates ot Oxford or
mbridge, you are members of an elite intellectual tradition — a
dition which | am sure you will all cherish for the rest of your lives
ny of you have or will reach the pinnacles of your profession. Many
wyou are opinion makers and leaders in our community. So for me to be
ble to share some of my thoughts with you is a tremendous honour and
ilege.

Although I did not attend Oxbridge, or a university abroad for that
Batter, | am uniquely qualified to speak to this combined society. My
read law at Cambridge and my son-in-law studied P.P.E. at Oxtord
at forces me to mediate at family dinners. So today, 1speak as
Bpartially and as objectively as possible

 Ladies and Gentlemen,

After having given your society's invitation careful thought, [

ided to speak on the theme of "“Competing For Tomorrow " | chase
subject because | want to impress upon you the key challenges that
shead for our country

After 45 years of independence, we have emerged as a confident and
ard-looking country. We are seeing in our lifetime the emergence of
ional identity that binds us as Malaysians. We have transformed our
nomy, not ance, but twice and beyond. Clobally, we are the envy of

leveloping world because we punch above our weight. Most

rtantly, ! believe, is that we know where we want 1o go
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I have been increasingly asked the same question by journalist, fupy
managers, political analysts and others interested in the future of
Malaysia. They ask me what my vision is for Malaysia And | have alwg
given the same answer. My vision tor Malaysia 1 Vision 2020 that was
articulated by YAB Dato’ Seri Mahathir Mohamad in 1991, Anyhody
whao has read the nine strategic challenges of Vision 2020 will lind it
difficult not to subscribe to subscribe to its goals. It is holistic
progressive, modern and yet rooted in what is uniquely Malaysian_ [t =
pushes the country toward development and prosperity, vet calls for

advancement (o be tempered by justice, values and compassion. Dr.

— we need not dream another dream

Fhe more interesting question that people should be asking me,
one other, is how do we get therer We see our destination, but our
map has yet to crystallise. We know what we want to be But we are &
uncertain how to become. We want to be a fully developed cconomy,
but the global economy —— 16 which we are greatly dependent and
exposed — becomes more volatile and unpredictable. We want to ¢
a Bangso Malaysia, yet our children are growing apart, We want to be
mature and liberal society | but signs of intolerance and exclusion are
beginning to emerge. We want to foster a screntific society, vet we si
remain consumers and not creators of technology

There can be no room for wishiul thinking or complacency. Out
success today does not guarantee success in the luture. We cannot pi
it the future wilk unlold in a linear manner. To give vou an example,
not long ago that our soceer team could beat South Korea and Japat
Today. we strugple againa Laos. Our badminton players used 1o stang
the top of the world rankings. Where are we today? Our hope of =

recapturing that glory now rests on people like FHafiz Hashim, Simifa

— amodel. developing Muslim country But as our sporting analog
demonstrate, there are no guarantees that we swill remain successful

alone reach greater heights
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1§ we are going to realise Vision 2020, we must compete for it and
ork hard 1o achieve it. It will require changes in the way we do things
in the way we manage our country. It necessitates a more

ghtened level of commitment from all segments of society. Tt calls for
ifices from all communities and courage to see beyond our respective
munal prisms. Most importantly, we need to think differently
Ladies and Gentlemen,

In an increasingly globalised world, competition will come o us
gen if we do not seck it. We will have to compete for investments, for
arkets and for ideas. What we consider today as factors that enhance
alaysia's competitiveness are increasingly being provided by other
santries. We are, for example, already seeing the erosion of our wage-
d competitiveness with other countries providing skilled labour ata
ion of our costs

We must move up the value chain. [ believe we are more than

able of doing so. We have invested heavily in laying the foundations
a competitive Malaysia. Nowhere is this more evident than in the
sical infrastructure that we have built. In the last fifteen years, we
developed a system of highways, ports and airports that is world-

. In the Eight Malaysia Plan from 2001.2005, we have set aside

21 billion to further improve our infrastructure, from laying new

ds, to enhancing the connectivity of our ports and bringing more
nities to the rural areas

We have set up world-class facilities with regional, even global
irations. The Multimedia Super Corridor is one of the world's first
grated environments for multimedia. The MSC was an international
on. [t was planned as a vehicle to attract world-class technology
panies, a platform for producers of cutting edge multimedia

ications and a test bed for research and development. The Kuala
pur International Airport was built with global ambitions. We

ed it to be a regional hub for passengers and cargo. The port of

ljung Pelepas was similarly positioned as the region's leading trans-
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We have planned well, but have we been able to execute cﬁcuwe]y;
While there have been successes; there are also many examples of
projects that have not yet taken off. Some have not realised their
potential — and show little prospect of doing so. Some are growing
sluggishly, with low utilisation rates. Some have even become too
embarrassing to mention,

I we are to successhully compete for tomorrow, we need to
understand that being world-class does not begin and end with building
world-class facilities. We need, above all else, world-class management
and working practices. Investors have become more discerning. What
distinguishes one country from another is not merely labour cost or
physical intrastructure any longer. It s mcreasingly going to come from:
other sources. Innovation, productivity, service and efficiency are all
potential hidden benefits of doing business in a country. Conversely, the
lack of these factars may sncur hidden cost, thereby eroding our ’
competitiveness even further

What will continue to make a dilference is the human factor. There
are countries that have no natural resources to speak ol which have
successfully positioned themselves as producers of fine finished products
and providers of value-added services. They understood their limitatios
and worked around them. On the other hand, there are also many
countries with abundant resources — with fertile land and vegetation
which hav

competitive advantage. What makes the difterence is the human mind

not been able to ransform this natural advantage into a

and whether it is capable of creating wealth and value, even under greal
constraints. k

Ladies and Gentlemen,

The way I sce it, the malaise affecting Malaysia that may well
jeopardise our way forward is a case of having first world infrastructuré,
and third world mentality. From poor execution and inept managemett
shoddy maintenance and appalling customer service, Malaysia is in darls

of possessing the hardware, but little software
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This mentality aftects the public and private sector, as well as
ociety in general, In the public sector, it manifests itself in layers of
reaucracy that impedes effective delivery. {n the private sector, it is
ident in fow service levels and tack of global best practices. Socially,
e lack the quality of civic vire — an indispensable value that ensures
hared responsibility for our community

As an illustration on the IMD World Competitiveness Report 2002,

ataysia was ranked seventh in the world for infrastructure planning. But
when it came to bureaucracy hindering business, Malaysia fell to 13th
Jace. And when it came to customer satisfaction, Malaysia finds itself in
he 24th place. Another example that many of you will be able to relate
b is service standards. In a prestigious ranking of service for Asian

otels, only one Malaysian hotel makes the kst out ot 56 that were
elected

[t you operate a hotel in Malaysia, you need approximately 64

parate approvals every vear from multiple agencies. Surely this can be

streamlined. We are also aware of excruciating delays at the land office

vate assets. Loan documentation in Malaysia can take months, when
hternational benchmarks are measured in days. These are some of the
seen costs of the Malaysian cconomy that a new Cabinet committee
Competitiveness, which | chair, will be tocusing on rectifying
This is not 1o say that we are incapable of meetng international
tandards. The national oil company Petronas is an example of a globally
tompetitive player unencumbered by Third World thinking. It has
cessfully grown from meeting domestic needs to having numerous
cessful international investments across the value chain. Our LN.G
ility in Bintuluw is well run with on-time delivery to meet the exacting
ndards of international customers. Forbes.com recently ranked the
AAS Colden Lounge among their top 10 airport lounges in the world
Gone are the days when our success stories were bloated and
eraged conglomerates with nawral monopolies and big concessions. If
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we are to survive and succeed, we must reach beyond our borders and
demonstrate that we are able to meet global standards

Ladies and Gentlemen,

In order for Malaysia to move forward, there needs to be a change
haw stakeholders are positioned. Today, individuals are seen as a labo
base. Corporations are insulated in a paradigm of local competition. A,
the Government acts as an administrator. Competing for tomorrow wilf
mean significant changes in these roles. Individuals will form 2
knowledge base that rewards excellence and is increasingly judged on
merit, corporations must embrace global competition and therefore be"
customer focused and quality driven; and the government will move tg
become a facititator that is service oriented, efficient and proactive

To compete effectively, we need more than a handful of global
players. We need to ensure that all stakeholders are committed to a
regime of thinking. If it suffices for us to merely aspire to become jagub
kampung and just makan gaji, Vision 2020 will be an elusive dream

must address some key concerns that cannot be ignored or

aside. The first that comes to my mind is corruption and the abuse of
trust. This happens both in the public and private sectors. [tis
perpetrated by Malaysians of all races. We regularly hear anecdotal
evidence about sameone who has been asked to pay a bribe. Again 6
problem is effective management. In this case it is enforcement Mal
has among the most stringent anti-corruption laws and codes for
corporate governance. But creating a tough framework is not suffi
we are upable to empower legislation with enforcement

If corruption is to be rooted out, it is incumbent upon everybo
work against it. Once again, our mentality must change. We cannof
dismiss the problem by saying that this is just the way things are
Malaysia and offer 1o pay a bribe instead of settling summonses. In
in a recent study commissioned by the government, 87 percent of ;
respondents from across the country disagreed with using bribes t0
things done; proof that the majority of Malaysians do not believe 1
this is the way to do things.
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Secondly, we must respect property. Malaysians have yet to see
poperty in terms beyond what they privately own. We are notorious for

¢ respecting intellectual property. Piracy of music, film and software

e still grave concerns. Again the problem is both enforcement and
mplicity of the public
We are equally disrespectful of public property. I do not need to

ell at length about the state of public lavatories. Public telephones are

ause we do not want it in our car
QOur greed and ignorance continues to drive us to despoil our God-

Liven natural resources. Our forest and rivers ~— once abundant sources

sponsible behaviour does not come without an economic cost. For
siver that needs 1o be cleaned, for every landslide that needs to be
ared, taxpayers' money must be spent. This “Ugly Malaysian”

position demonstrates the lack of civic virtue in our society. We are
livious to others around us and yet we expect someone else to clean
after us. More often than not we expect the Government or local
thorities to mop up our mess. We increasingly abrogate to others what
5 10 be a responsible citizen because we simply cannot be bothered

- Third, we must abandon the notion that the government owes us a

¥ing. [t is this mentality that breeds dependency and promotes rent

ekers When the government is seen, not as a facilitator of business,
a pravider of contracts and concessions, genuine entrepreneurs will

E crowded out by commission agents with "know-who" abilities and no

ever, as we endeavour to create a competitive economy., we must
sess the manner in which a re-distributive justice is carried out. We

have to admit that certain cases simple transter of wealth from the
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Covernment to certain private companies has not yielded the results b,

were hoped tor. A more competitive economy cannot afford 1o continy

that re-distributive justice is carried out on the basis of identifying
genuine need and that opportunities are given to those with value-add
potential

Similarly, successtully combating poverty goes beyond monetary
assistance and the provision of opportunities. Escaping poverty is not
st escaping deprivation; it is about abandoning a state of mind. Above
and beyond government policies, it is incumbent upon individuals to
empower themselves with knowledge, skills and self-belief to improve
their lotin lite

Ladies and Centlemen,

Realising Vision 2020 requires us to push ourselves i ways we h
never imagined. 1t requires us o come W terms with our shortcoming
honestly and openly. We must not hide behind the exuberance of sh

term successes, or mflate our self-importance. Conlidence is

and abused. When we are lulled into a false comfort zone, we becomt

oblivious 1 the many things that still need to be done. We avoid

denial
What 1 have outlined today is by no means an exhaustive list of

examples of where we can improve and what we do. But the key mess
that | want to reiterate is that without changing our mindset, attitude
and mentality, we will not usher in the future that we envision Build#
2 better Malaysia means being better Malaysians. It we cannot step
this challenge, we will almost certainty be poor Malaysians — left
behind

Thank You



Federal Government Development Expenditure by Sector

M million RM million RM million Change (%) Change (%) Change (%) Share{%) Share (%) Share(%)

2001(%) 2002(2) 2003(3) 2001 2002 2003 2001 2002 2003
Economic services 12,725 13,925 12,693 9.3 17.3 -15 36.1 422 36.3
Social Services 15,384 14,535 16127 389 5.5 11 437 411 46.1
Security 3,287 3,080 3,063 41 6.3 0.5 9.3 87 88
General administration 3,839 2,802 3,080 327 27 9.9 10.9 7.9 8.8

TTotal 35,235 35,342 34,963 26.1 8.3 11 100 100 100

% of GDP 10.5 9.9 9.1

(11 Estimated actual
2] Revised estimate
(3) Budget estimate, excluding 2003 measures

Source: Department of Statistics.



Federal Government Revenue

RM milfion  RM million  RM miltion  Share (%)  Share (%) Share (%) GDP (%) GDP{%) GDP (%)

2001(1) 20022 20023) 0061 20022)  20033)  2000(H 20022)  200303)
Tax revenue o101 67472 R "o R T s w P
Direct tax 42,098 16,125 50,587 EER) 9.6 52.9 55.2 6.3
Indlirect fas 19,303 21347 22527 76 103 55 245 255 250
NOn-aN reverue 18,076 16,078 16679 24 IR 237 19.2 18.6
1otal revenue 79,567 83,550 89,793 286 5 7.5 100 100 100
% of GDP 23.8 235 234

Fatimated actual
Revised estimate
3+ Budget esumate. excluding 2003 measures

Sources Department of Stansties, Mimstry of Finaner




Gross xports

RM million RMomiflion  Change (%)  Change (%)  Share (%)  Share (%}
Januacy-june 2001 2002 2 2002 2002
Manufactured goods: 145,486 146,446 0.7 86.1 86.5
Electronics, electrical machinery and appliances 101,188 103,044 1R 59.9 60.9
Textiles apparef and footwear 4,647 3,964 -6.8 “147 28 2.3
Wood products 4,518 4344 78 -39 27 26
Rubber products 2,296 2,236 18 -2.2 14 3
Food, beverages and tobacco 2812 3,090 24 99 17 18
Petroleum products 5.203 3,781 153 -27.3 3.1 2.2
Chemicals, chemical and plastic praducts 8,792 9,142 ns 4 52 54
Non- metaltic mineral products 1,193 1,384 37 16 0.7 0.8
ron and steel, and metal products ane 4319 35 .2 26 26
Transport equipment 1.264 1,660 102 313 a7 1
Miscelaneous manufactured products 9,245 9472 96 25 5.5 5.6
Major agricultural commodities: 8,050 9,631 -7.8 19.6 48 5.7
Palen oil 4,586 6,259 B KS 377 27 7
Sawn timber 1,177 1,053 -25 -10.5 0.7 0.6
Rubber 1,001 1,027 -24.2 26 0.6 0.6
Saw logs 751 688 386 83 0.4 0.4
Paim kennel oil 434 505 -26.% 16.3 02 0.3
Pepper "3 52 454 58.8 0.1 [
Cocos 28 47 124.6 66.7 o o
Major mining commodities: 12,239 9,778 0.2 201 7.2 5.8
Crude oil 6337 5.236 -7 -17.4 37 3a
ING 5,683 4,268 28 -24.9 33 25
Tin 219 274 9.6 25.1 ot 0.2
Other exparts 3,203 348t 4331 87 19 2
_Gross exports 168,978 169,336 38 0.2 100 100

Source: Department of Statistics.



Major Destinations of Manufactured Exports’

RM miflion Share (%} Change (%)
(anuary-June) 2001 2002 2601 2002 2002
us 32351 34,330 218 230 6.1
Singapore 24,644 25,290 174 174 16
EU 20,875 18,502 147 17 BRI
Japan 17,187 13,680 12 9.4 EOR)
Hong Kong 6,787 7.792 48 5.4 148
China 4,828 6,410 34 a4 328
Taiwan 4,146 5,519 29 18 331
Others 31,110 33,973 22.0 242 9.2
Total 141,934 145,496 100.0 1000 E

" Includes Standard International Trade Code (SITCI 1.5, 6,7 and 8
Sources: Econamic Planwing Linit, Department of Statistics, Bank Negara Malaysia.




Janvary-june Change (%) Change (%) Share (%) Share (%)
200t 2002 2002 Q1 2002 Q2 2001 2002
SECTORS
Exported-Oriented tndustri %7 19 K] 93 52
Elecrscal, electronics and machinery 9.3 5 3 146 39
Sernwonducton 4 104 0.8 235 28
Ventilating § air conditioning 199 177 125 N8 2.2
Waad products LR -10.8 -15.4 6.2 42
Rubber products 6.2 26 a6 05 a6
Textiles, wearing appare| and fuctwear -5 109 -14.9 6.7 3.4
Kntting milfs ht 5.7 21 1.5 0.3
vearing apparel 8.3 REXS 75 - 13
Prodessional, scwntific, measusing & controlling equipment 174 0.3 -2 12.2 0.8
Domestic-Oriented Industries: 33 0.9 e 33 48
Transport equipment 187 154 174 13 42
Canstruction celared products 0 55 4 0 i W
Food, beverages and tobacco 7 1.2 2 0.4 H 10
Chercals and chemical produrts 3 5.3 -9 38 " 107
swithetic resing -9.3 9.5 1y 186 1 ial
paints, vanishes and lacquers 8.4 ER 245 47 0.4 04
Plastic products -1z 3.9 154 a 7 6.5
Pape and paper products a8 7 21 v 15
Crude oi refineries 19.6 0.9 4.3 14 1.3
Miscelbaneonss prothuets of coal and peteol -2 141 0. 03 03
Glasses and glass products 53 El w7 0.3 04
Non-ferzous metal -18.3 i 99 [ ns
Total 22 [ 34 100 100

Sources. budustrial and prodaction ldex, Depirtment of Statistcs. New Strants Toes. Saturday. September 21, 2002



Federal Government Debt

RM million RM million Share (%) Share (%) GDP (%) GDP (%)
2001 (1} 2002 (2) 2001 2002 2001 2002
‘Domestic debt 121.396 130,257 833 77.6 36.3 36.6
Treasury Bills 4,320 4,320 36 13 13 12
Investments lssues 4,000 5,000 33 38 12 14
Government Security 103,450 109,550 85.2 841 309 30.8
Other domestic loans 9,626 11,387 7.9 87 29 32
External Debt 24,328 37.578 167 224 7.3 10.6
Market loans 17,683 27,223 727 724 5.3 77
Project loans 6,646 10,355 27.3 27.6 2 2.9
Total 145724 167,835 100 100 436 47.2

i1} Estimated actual
(2 Revised estimate
(3) Mainly syndicated loans from foreign banks incorporated in Malaysia and loans taken for Treasury Housing Loan Fund

Sources: Ministry of Finance, Economic Planning Unit.




Gross Domestic Products (GDP) By Aggregate Demand (1987 Prices)

Change Change Change CGDP <Gbr <GDP Share of Share of

(%) {%) (%} {%) (%) %) GOP (%)  GDP (%)
2001 2002(4 20035 2001 2002(4 2003 (5) 2001 2002 (4)
[el>2d 04 45.0 66.5
Aggregate Domestic Demand 1 2.8 4.8 7.3 2.4 a3 6.7 89.8 90.3
Private Expenditure -3 5.1 9 1.8 3 5.4 58.8 59.2
Consumption 2 5.9 76 12 28 16 46.4 a7
Investment -19.9 1.8 144 -3 0.2 18 12.4 121
Pubtic Expenditure 15.9 3 4 4.2 1.3 .3 3 311
Consumption 176 47 8.5 2 o6 1 135 136
Investment 145 a1 0.5 0.7 01 175 175
Change in stocks 16 0.5 11 0.5
External Sector 11 15 -2 0.3 a7 02 1 9.2
Export 121 ! 25 36 75 8.8 3.9 8.1 108.2 107.3
import i 8.6 56 8.4 9.1 5.6 83 9.9 98.3
GNP:3: (RM bittion} 309 127.7 3531
fin current valuel 1 61 78

CGDP 191 contribution to GDP growth ipercentage point:
113 Fxcluding change in stock

121 Goods and nan- factor services

131 Gross National Product

141 Estimates

i3t Forecast

Sources: Economis Planning Unit, Mitstey of Finance

Share of
GOP (%}
2003 (5]

915
615
47.9
131
305
1Y
166



Global Economic Indicators

Real Real Real

GDP GDP  GDP Inflation Inflation inflation L L L

(%) (%) (%) %) %) (%) ) (%} (%)

2001 2002e 2003 2001 2002 2003f 2001 20020 2003f
World 25 28 .7 NA NA Na NA NA NA
Advanced countries 1.2 1.7 2.5 22 3 1.8 3 6.4 6.2
Developing countries 4 42 5.2 5.7 5.8 5 NA Na N4
Newly industrialisect
countries 08 36 5.1 19 13 19 43 41 33

e = estimated, f = forcast. NA = Not available

Sousce: IMF Economic Outlook, April 2002 and various sources
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