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Mahathir Mohamad, one of the most durable and
outspoken figures on the world political stage, has
been prime minister of Malaysia since July 16, 1981.
He first came to prominence in 1969 when he was
expelled from Umno, the ruling party, for writing a
letter critical of the then-prime minister, Tunku
Abdul Rahman. Before being readmitted to Umno in
1972, he wrote his famous, highly controversial work,
The Malay Dilemma (1970), which examined the
economic backwardness of the Malays, and
advocated state intervention in bringing about their
rehabilitation, The book was promptly banned in
Malaysia. In The Challenge (1986), he explodes
fallacies and exposes distortions concerning religion,
education, democracy, Communism, freedom and
discipline, and the concerns of this world and the
next. In A New Deal for Asia (1999), he reflects on
Malaysia’s fight for independence and rails against
those who blindly worship the free market.

As Malaysia's fourth and longest-serving prime
minister, Dr Mahathir has played a pivotal role in the
confident march of his people towards Vision 2020,
his blueprint for Malaysia's advance towards
developed-nation status. Born in 1925, he studied
medicine in Singapore, where he met his future wife,
Dr Siti Hasmah Mohamed Ali. After working as a
doctor for the government, he left to set up his own
medical practice in Alor Setar, his hometown. In
1974, he gave that up to concentrate on his political
career. Dr Mahathir and his wife have seven children
and ten grandchildren.
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Preface

Ng Tieh Chuan

bowsrice, Orimics. WHY is Dr Mahathir Mohamad a vi-
sionary? Simple, unlike many people, he has the ability to
see the Big Picture. He can paint a picture but he is not an
artist; he can anticipate trends and the opportunities em-
bedded in such trends but he is not a clairvoyant. His
thoughts have no limits and he does not believe in the im-
possible. His is a “can do” attitude where the unreachable
1s reachable. I will contend that, as a visionary, he can see
with his eyes closed. Unlike some people who go through
the days of their lives with glorious dreams and never hav-
ing the guts to act on such dreams and make them hap-
pen, Dr Mahathir is the opposite. He had the guts to stand
up for what he believed in and was kicked out of the party
he loved for thinking the unthinkable—a developed and
prosperous Malaysia. He had the guts to make a come-
back and put into practice his vision. The result is what we
see today: a modern-day Malaysia.

Some who grudgingly accept the fact that Dr Mahathir
1s the father of modern-day Malaysia would conclude that
“he is lucky”. I would politely disagree. In the canons of
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MAHATHIR MOHAMAD

success, there is no such thing as luck. What these naysay-
ers regard as luck is “when preparedness meets opportu-
nity”. As [ am counselled by an old adage, if one has not
made his canoe before the tides come in, he would still be
stranded on the shore. Simply put, Malaysia’s develop-
ment under Dr Mahathir has nothing to do with luck. One
would also say that his vision is an embodiment of his
leadership. It is a truism that a competent leader can be
likened to a good captain that steers his ship through the
turbulent seas to reach its destination. The old story of the
malfunctioning steamship boiler system would suffice
here. A boiler repairman was hired to repair the boiler
system of a malfunctioning steamship. After being pre-
sented with the problems of the steamship by its engineer,
he asked a couple of questions and went down to the
boiler room. He looked at the maze of pipes, felt each pipe
with the care of a surgeon with his rough hands. He walk
to his tool box, pulled a small hammer and tapped lightly
on one of the bright red valves attached to one of the
pipes. The boiler system immediately started to hum per-
fectly. He sent a bill of $2,000 to the owner itemised as: for
tapping with a small hammer, $1; for knowing where to
tap, $1,999. The owner complained that the boiler repair-
man had only being in the boiler room for five minutes
and only tapped on the red valve. Hence how could he
charge so much for just “knowing where to tap”? Obvi-
ously some would think that the boiler repairman was
lucky. It was not luck; it was because he knew “where to
tap”. Thus success in whatever one does in life all depends
on “knowing where to tap”. Similarly, modern-day Malay-
sia has come about because Dr Mahathir knew where to
tap.

Dr Mahathir is again tapping on another valve. His vi-
sion is to move Malaysia into the knowledge-based econ.-
omy and to see the nation as a developed soclety by 2020.
One of the ways of doing that is through the setting up of
the Multimedia Super Corridor (MSC), a testbed for
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MAHATHIR MOHAMAD

cutting-edge technologies. The government has put the
requisite infrastructure and infostructure in place as well
as the necessary cyberlaws to help propel the country into
the knowledge-based economy. He believes that the MSC

“represents a new paradigm in the creation of value for
the information age”.

The compilation of Dr Mahathir’s speeches in this
book is a testimony to such a vision. Would he face criti-
cism at home and abroad for such a vision? Definitely.
Would he make mistakes? Yes, he will, but neither would
dampen his enthusiasm. Those who criticise him should
listen to Theodore Roosevelt, the 26th president of the
United States: “It 1s not the critic who counts; not the man
who points out how the strong man stumbled or where the
doer of deeds could have done them better. The credit be-
longs to the man who is actually in the arena; whose face is
marred by dust and sweat and blood; who strives val-
1antly; who errs and comes short again and again; who
knows the great enthusiasms, the great devotions, and
spends himself in a worthy cause.” Dr Mahathir’s vision

for Malaysia and Malaysians is a worthy cause. Is that ask-
ing too much?

My heartiest appreciation to Dr Mahathir Mohamad
for granting me permission to use his speeches, without
which this book would not be possible. I would also like to
thank Dr David N. Abdulai for undertaking the task of
writing the commentaries. And last but not least, my grati-
tude to Eric C. Forbes for putting them all together.



Introduction

David N. Abdulai

INFORMATION and communications
technology (ICT) has changed forever the way we live,
work and play. Today, with the push of the transmit key on
a computer, an e-mail message can be sent from one cor-
ner of the world to the other in a matter of seconds. ICT is
also opening up a world of opportunities for developed as
well as developing countries. The future of endless oppor-
tunities is here and any denial of such a future starves
people of the sense of such possibilities. We are witness-
ing, by the day, the increasing importance of knowledge as
the important resource that would drive the growth and
development of economies. This is true because knowl-
edge has replaced the traditional land and labour in eco-
nomics as the most important factor in the whole produc-
tion process. According to Peter Drucker, “the productiv-
ity of knowledge has already become the key to productiv-
ity, competitive strength, and economic achievement.
Knowledge has already become the primary industry, the

industry that supplies the economy the essential and cen-
tral resources of production.”
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The arrival of the knowledge era means that a differ-
ent set of rules has to be followed. From economics to
physics, a new paradigm shift is taking place. It can then
be argued that the economics of Adam Smith today are
being replaced by that of the likes of Paul Romer, that the
science of Isaac Newton are being replaced by that of Al-
bert Einstein and Stephen W. Hawking, and that the views
of Charles Darwin and Réne Descartes are being replaced
by the views of Stuart Kauffman and Michael Rothschild.
What does this new paradigm shift tell us? That yester-
day’s battles are different from those of today and that the
battles of tomorrow would be different from those of to-
day. Thus, we cannot fight the battles of today with yester-
day’s weapons. Similarly, we cannot fight tomorrow’s bat-
tles with yesterday’s weapons. Malaysia and Malaysians
must arm themselves with the requisite skills and exper-
tise to survive and prosper in this knowledge era. We can-
not be passive onlookers. Otherwise, this new knowledge
era would pass us by. We must be part of this transforma-
tion brought about by advances in ICT.

Dr Mahathir Mohamad’s vision to move Malaysia into
the knowledge-based economy is thus laudable. It would
help the country realise its goal of becoming a developed
society by 2020 as well as help Malaysians benefit from the
knowledge era. One of the strategies set out by Dr Ma-
hathir for Malaysia to attain developed-nation status and
to be a knowledge society is through the setting up of the
Multimedia Super Corridor (MSC). The MSC, according
to Dr Mahathir, is Malaysia’s gift to the world. It would be
a global testbed for cutting-edge technologies in the new
information age. Dr Mahathir states his vision as follows:
“Malaysia is crossing the threshold into the information
age with hope and confidence. We are embracing the bor-
derless world, and opening ourselves up to new forms of
partnership and commerce made possible by revolution-
ary changes in computing, communications, capital flows
and consumer tastes. While some see these changes as a
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threat, Malaysia sees them as an unprecedented opportu-

nity to ‘leapfrog’ our development and achieve our Vision
2020 goals.”

The speeches in this book, some of them delivered by
Dr Mahathir before the MSC project was started, points to
his vision and genius. Today, the MSC project is a reality. It
has exceeded most of the targets set for it and have been
able to attract over 500 world-class companies most of
which have relocated to the corridor. Others are still put-
ting up their structures. The government have put in
place the requisite infrastructure as well as the establish-
ment of the Multimedia University (MMU) to train the
necessary knowledge-workers that the country would
need. Despite the Asian financial crisis of 1997 and the
current global downturn, the MSC is well on its way to
achieving Dr Mahathir’s vision of leading Malaysia into
the knowledge-based economy. The compilation and pub-
lishing of Dr Mahathir’s speeches on the MSC and his vi-
sion of leading Malaysia into the knowledge-based econ-
omy is timely. It would contribute to the scant literature in
this area and to the increased understanding of the impor-
tance of the knowledge-based economy to Malaysia and
the important role the MSC is playing to bring about this.

xitt
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Advancements in
Communications Technology

THERE is no industry which is as furi-
ously science- and technology-driven as the telecommuni-
cations industry. So fast has technology grown up and ex-
panded that both the telecom'’s people and people in re-
lated and unrelated industries are quite breathless in try-
ing to apply the technological capabilities and potentials
of the newer and newer technology. And now wireless is
everything. It is going to replace, outdo and outprice ca-
bles. And we haven't even begun to fully use cable tele-
communication. Technology is really pushing us faster
than we can utilise it. And it seems that we are only at the
beginning.

Because of the speed of technological improvements,
today’s application may become outdated in a few
months’ time. Thus the iridium. It sounded so logical
when it was being promoted. To be able to phone any-

A speech delivered by Dr Mahathir Mohamad at the opening of
the 40th Meeting of the Commonwealth Telecommunications
Council in Kuala Lumpur, Malaysia, on November 6, 2000
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where in the world with a portable handset even if you are
in the Arctic or Antarctic or in the middle of the Sahara
Desert sounded fantastic. It meant that you can go any-
where and everywhere in the world and still can phone
home.

And so the sixty or so low-orbit satellites were
launched at tremendous cost. In the meanwhile wireless
cellular technology was improving all the time. Roaming
capacities extended enormously the area which can be
reached by cellular phones. More new technologies were
being introduced all the time and everyone can phone
anyone anywhere except from the North or South Poles or
the vast deserts. It suddenly dawned on everyone that
they would hardly ever be phoning from these out-of-the-
way places. They would be phoning from where cellular
antennas are within reach and then on by satellite, or
ground lines. Why do they need to have a relatively heavy
expensive portable phone (too big for the pocket) when
small, cheap cellular phones can do about everything the
iridium can do and more?

And so billions of dollars worth of investments were
lost because technology had moved faster than applica-
tion. The same can be said of fibre-optic. As an enor-
mously increasing number of signals are made to travel
along each fibre at practically the same time, the myriad of
fibre to cater for the expected increase in the number of
calls in a given time becomes redundant. It is of course
possible that new technology will make fibre-optics useful
again. And so we go on.

The rapid advance of technology also creates difficul-
ties for governments and politicians. They don't under-
stand the technology and suspect that they are being
taken for a ride. They feel that governments must control
and license telecommunication companies and limit their
numbers. The investments involved are very big and it is
likely that many would fail, with serious consequences for
investors, employees and also governments.

2
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But telecom companies dislike licensing unless of
course they have already been licensed and newcomers
are excluded. However, the earlier ones may be stuck with
expensive old technology which they plan to use and get a
return on their investments. New technologies, we are
told are cheaper and more efficient as well as lending to
wider applications. Not to use them would make a country
backward in terms of communication and business. And
so new companies come up with proposals for state-of-
the-art application since the old companies are not too
keen.

The government will then encounter a dilemma. To re-
ject new technology will be bad, to accept can cause a lot
of losses for large old companies.

New technologies offer faster speed and a variety of
new application, which can increase the productivity of a
country. Rejecting or even delaying new technologies will
reduce the competitiveness of a country’s economy. With
e-commerce and the k-economy demanding ever faster
communication, the country cannot afford to delay or re-
ject the new technologies. Besides there is the problem of
convergence. It is no longer practical to separate commu-
nication from broadcasting, even less between telephony,
faxing and Internet transmission. And so different li-
censes cannot be given for different services. One license
would cover all. Obviously new technologies cannot be li-
censed separately from old technologies. The obvious an-
swer is to have one license for everything. Still the conver-
gence game goes on. There is no way of knowing where
one begins and the other ends. Wherever the licensee be-
gins he can expand to cover all areas.

The quality of the transmission has improved tremen-
dously. I remember the days of having to shout into the
mouthpiece when making long-distance calls. Today, the
reception is so clear that one does not know the speaker is
12,000 miles away. This poses a special problem for the
user. He might think that he is calling someone in the
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same town when actually the person is on the other side of
the world. The cost of his casual call would be very high. ]
still cannot figure how the callers are billed. It is no won-
der that off and on someone gets a huge bill for calls he did
not make. Maybe his foreign maid made it.

Suddenly, all these marvels and more have become
everyday things. The whole scenario has changed. Many
people seem to be talking and gesturing, laughing and
screwing up their faces all by themselves. They seem to
me to be slightly mad. But, of course, they are all commu-
nicating as they have never communicated before. Maybe
Mr George Soros was selling a billion dollars of Malaysian
ringgit and causing its exchange rate to plunge and im-
poverishing millions of people just by talking on hand-
phone. That is now entirely possible with the new tele-
communication technology. A word on the phone while
walking along a street can make millions for the speaker
while millions are thrown out of work, riot and destroy
shops and vehicles.

But we are not deterred, of course. It is not the tech.-
nology which is bad. It is the people who apply the tech-
nology who are bad. And so Malaysia intends to make full
use of the technology for its growth and development.

First, we have launched the Multimedia Super Corri-
dor (MSC), a chunk of land 15-by-50km extending be-
tween the Petronas twin towers in Kuala Lumpurto the
spanking new, state-of-the-art Kuala Lu mpur Interna-
tional Airport in Sepang. Within this area new policy,
practices and laws which will facilitate the use of telecom-
munications for e-commerce and k-economy have been
introduced. There will be incubators for small start-up
companies and Research, Development and Operation
centres for the big world-class companies. There will be
software programmers and content producers.

A university, the Multimedia University (MMU), will
train the majority of the knowledge-workers and will do
research in new technologies, and content production and

4
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will interact with the R&D facilities of the big companies.
An entertainment village (e-village) will provide facilities
for pre-production, production and post-production of
animated and normal films and combinations of these.

All the necessary telecommunication and other infra-
structure have been put in place. Everything that is
needed for research, development, worldwide operational
centres, have been provided.

Despite the economic downturn of 1997-1998 the MSC
and the cybercity called Cyberjaya had not slowed down
and has more than achieved its target. Today, more than
three-fifth of the companies, including world-class compa-
nies, have been located in the MSC although we still have
three years to go.

Investments by local and foreign companies have in-
creased significantly from RM196 million in 1997 to RM1.7
billion while expenditure by MSC-status companies have
reached RM2.3 billion in the 1997-1999 period. Total in-
vestment in the MSC is expected to exceed RM20 billion
by 2005. In terms of employment, some 35,000 jobs will be

created by 2005 compared with only 5,500 new jobs be-
tween 1997 and 1999.

The digital divide is synonymous with the knowledge
divide. When countries develop they move into a higher
level of knowledge. Today, prosperous economies are es-
sentially knowledge-based economies. When we talk
about the knowledge-based economy, we are really talk-
ing about information sharing. Technology should not be a
privilege of those in the urban areas only, or in the rich
countries only. Everyone, whether urban or rural, rich or
poor, must be able to share in this knowledge. The use of
information technology must be democratised.

However, while prescribing technology to bridge the
‘digital divide’ one must remember that technology simply
provides the means. It is an enabler. The important thing
1s the application of the data and information that can be
accessed. Handling data and information is a different
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skill. It requires imagination and innovation. It is not just a
question of doing what others are doing or what has been
learnt. It is about applying data and information to do old
things and to devise new things so that greater efficiency
and productivity is achieved. One is always amazed that
someone else’s application or innovation is so simple that
one should have thought of it. Thus the idea of selling
goods and service via the Internet. Enough information
and illustrations in 3D can be provided to enable a buyer
to decide. The method of payment is also provided.

In this regard, I believe the Commonwealth Telecom-
munications Organisation can play a meaningful role in
narrowing the digital divide by committing funds, re-
sources and computer and Internet training to the less de-
veloped countries before they fall further behind in tech-
nology and wealth. I understand that there have been on-
going activities and technical cooperation programmes
being implemented under one of CTO’s flagship activities,
namely the Programme for Development and Training
(PDT). Nevertheless I hope greater focus will be directed
towards addressing the issue of the digital divide.

We are aware that for a number of years successive
CHOGMs have articulated support for a Commonwealth
Network for IT Development (COMNET-IT) forum. How-
ever, beyond this high level lip service, there is a total void
by way of any explicit resourcing or programming in Com-
monwealth functional cooperation and programme of the
Commonwealth Secretariat. While the Council Meeting
may not be the exact forum to champion this cause, the
Commonwealth Telecommunications Organisation could
serve as a platform to leverage for action in the spirit of
making the Commonwealth truly an association of coun-
tries where wealth is common.

Unlike the Industrial Age which initially involve only
the already rich Imperial Nations, the information age
provides an opportunity for all countries to start together.
All the countries, big and small, have potential markets for
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telecommunication. Even remote islands in the Pacific
can serve telecommunication needs because as independ-

ent nations they can make available certain licenses and
facilities.

However, it is true that the rich and the technologically
advanced are in a better position to exploit the technology
worldwide. There is now a rush to gain shares in the tele-
communications industry in all the countries of the world
by the major international players. The situation is not un-
like the oil industry where at one time the Seven Sisters
monopolised the industry worldwide. I do hope that the
big international companies will not try to monopolise
everything. If they are needed to help the industry in
poorer countries they should apportion a bigger share of
the profits to their partners.

This 1s an opportunity of a millennium for many poor
countries. Do not let them miss out on this. I do hope the
Commonwealth Telecommunications Council will play a
role in ensuring fair and equitable sharing in this field.

Commentary Advancements in communication tech-
nologies have contributed to the current socioeconomic
revolution in our world today. With the advancement in
communications technologies, our world has grown
smaller, so to speak. It is now much easier to communicate
with friends and relatives as well as loved ones miles away.
By the day, wireless telephony is gaining ground over
fixed-line telephony. Indeed, the convergence of advance-
ments in communications technologies and information
technologies have introduced what most economists and
policymakers around the world term “the New Economy”
or “the knowledge-based economy.”

The challenges that the rapid advances in communica-
tions technologies and the consequences as well as the im-
pact on developing countries cannot be emphasised
enough. It is against such a backdrop and the effort to plan
for other future challenges that the Commonwealth Tele-
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communications Organisation (CTO) was formed. It has
since served as a key forum for deliberating on important
1ssues in the telecommunications industry and the formu-
lation of policy to help Commonwealth countries prepare
for the challenges in the rapidly changing telecommunica-
tions industry.

During the 40th meeting of the CTO, which was held in
Kuala Lumpur on November 6, 2000, Dr Mahathir Moha-
mad, in his opening speech of the meeting, mentioned
about the rapid changes in the telecommunications indus-
try due to rapid advancements in technology and the im-
pact it would have on countries and governments, espe-
cially in developing countries. In passing, I would like to
point out some of the concerns raised by Dr Mahathir.
First, it 1s often observed by technologists and futurists
that countries cannot afford not to get on the technology
bandwagon. But once they get on such a wagon, it is like a
thread mill, you have to keep up. According to Dr Ma-
hathir, this can create problems for governments and poli-
ticians, especially in developing countries, who with their
meagre resources; just when they are about to catch up
with an existing technology, are introduced to a new tech-
nology, which they may not understand. Second, he also
raised the concern about the potential lost of investments
and the consequences for employees that could ensue be-
cause the sector requires huge investments. Finally, Dr
Mabhathir touched on the troubling issue of the gapping
digital divide that rapid advancements in telecommunica-
tions technologies have produced,

Does this then mean that developing countries should
turn their backs on new technologies? Dr Mahathir's con-
cern in highlighting the perils of technology is to make it
clear that technology can be a double-edged sword. They
relieve us of one human encumbrance to introduce an-
other. From the experience of developing countries in
Southeast Asia, especially during the Asian financial crisis
of 1997, advances in information and communications
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technologies were used to attack some of the currencies in
the region. Albeit, developing countries must not turn
their backs on new technologies like the Luddites. Also,
they should not reject or delay the deployment of such
cutting-edge technologies for it would impact on their
competitive advantage. To paraphrase Dr Mahathir, it is
not technology that is bad. It is the destructive use of tech-
nology by bad people that is bad. A cost-benefit analysis
approach should be used by developing countries in the
process of adopting and deploying new technologies.

Malaysia has thus embraced technology and is using it
judiciously in its growth efforts. The Malaysian govern-
ment under Dr Mahathir has set up the Multimedia Super
Corridor (MSC), an area of 15-by-50km, extending from
the Kuala Lumpur International Airport to the Petronas
twin towers. In this designated area, Malaysia would use
advancements in ICT to propel the country into a
knowledge-based economy. The requisite infrastructure
and infostructure, policies, laws as well as R&D would be
undertaken. Located in the MSC is the Multimedia Uni-
versity (MMU), which would train knowledge-workers as
well as undertake research into new technologies. The
untversity would also be charged with the production of
content for some of these new technologies and compa-
nies located in the MSC. An entertainment village (e-
village) has also been set up to provide facilities for the
production of other media-related entertainment prod-
ucts. In passing, mention should be made that the MSC is
well on its way to moving the country into the knowledge-
based economy. It has surpassed it targets and have been
able to attract world-class companies and domestic com-
panies which are now located in the MSC.

Unfortunately, not all developing countries are lucky
to be able to position themselves to benefit from advances
in ICT like Malaysia. In this regard, it points back to the
problem of the creation of the “digital haves and have-
nots,” a concern of Dr Mahathir mentioned earlier in this
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commentary. What should be done? Dr Mahathir believes
that, “the Commonwealth Telecommunications Organisa-
tion can play a meaningful role in narrowing the digital di-
vide by committing funds, resources and computer and
Internet training to the less developed countries before
they fall further behind in technology and wealth.”

10



2
E-Migration: Rising
to the Challenges of the
New Economic Frontier

YOU are all aware of how little I know
about economics. However, as both the International
Monetary Fund (IMF) and Mr George Soros have admit-
ted, that I actually know something about it, perhaps 1
may be allowed to share a few thoughts with you on the
knowledge-based economy (or k-economy).

I believe many of us are still suspicious of new terms
like the “k-economy”. It sounds so “airy fairy”, so impossi-
bly vague. Perhaps, even now, there are those who regard
it in the same way as they regard ghosts. They hope it will
go away and bother someone else.

So how “real” is this knowledge-based economy? It is
real for the graphs show that productivity growth doubled
in knowledge-rich economies. It is real because countries
with flourishing knowledge-based economies have leapt
ahead in world competitive rankings. Obviously since it is

A speech delivered by Dr Mahathir Mohamad at the official
opening of the Conference on Knowledge and the 21st-Century
Economy in Petaling Jaya, Malaysia, on October 17, 2000
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real we will have to do something about it. We will have to
espouse it and make it work for us in the same way that it
has worked for others. SRR

Like many people around the world, we are at a fork in
the road. The path we choose will alter our future—per-
haps irrevocably. Even as we sit back and question its use-
fulness, the k-economy is posing its own challenges for us.
Can we master it or will those who master it race ahead of
us, leaving us breathless as the Industrial Age had done in
the past. Will we again lose out because we are late in
grasping the opportunity to start together with others?

Whether we enter the New Economy early or late, one
thing is certain. We cannot ignore this radical turn in the
way business is done, in the way the economy is managed
and grown. We cannot ignore the massive leverage that
knowledge provides those with the skill to use knowledge.

Knowledge of course have always played a role in the
progress of nations. Knowledge of the stars and the geog-
raphy of continents had enabled the early civilisations to
trade with distant places and exploit distant lands. Knowl-
edge of the sciences had contributed to the Industrial Age.
But today knowledge refers more to the speed of commu-
nication and the spread of information and data. Every-
thing that anyone needs to know in order to make a deci-
sion is at everyone's fingertips literally. The deciding fac-
toris the skill and the speed with which one uses the infor-
mation in order to decide. And that skill and speed comes
from the depth of knowledge that one has of how the dif-
ferent elements and technological capacities can be made
to work to yield a desired result.

Never in the history of human civilisation has software
become so important a complement of hardware. The
hardware may be the same but software determines what
hardware can deliver or not deliver. As new software are
developed the old hardware will become more versatile,
delivering what it was not able to deliver before. And soft-
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ware, more than hardware, is dependent on knowledge
and the innovations which come from it.

Thus everyone knows of electronic commerce but it
took a man with ideas and knowledge to come up with
Amazon.com. Suddenly billion of dollars worth of world-
wide business becomes possible for a single man with an
unknown low-capital company. The means of communica-
tion, the data and the goods are there but knowledge
about the way goods can be procured, paid for and deliv-
ered in a modern financial system made Amazon.com a
fantastic business. It is not yet profitable but it has cer-
tainly pioneered the way business will be done in the
knowledge-based economy.

We should all be enthusiastic about knowledge as the
basis for doing business. But we should also remember
that when new things replace the old there will always be
a cost. The ease of selling through cyberspace will proba-
bly increase the consumption of products but it will also
destroy those who were in the business before the k-
economy. Thus when dotcoms businesses supply goods
and services faster, more efficiently and at lowers costs,
the old players will be put out of business. There is much
talk of creative destruction. It is fine if what is destroyed is
owned by those who create, but far too often they are not
the same people. Thus others will have to pay the price tor
the success of the new creations of the new e-business.

When dotcoms supply directly to the consumers, they
and the delivering companies will make money. But the
old importers, distributors and retailers will go out of busi-
ness. Indeed even governments may lose out as the small
quantities of goods delivered direct to the consumers may
attract no duty at all. And, of course, the government will
lose the corporate tax paid by local companies including
the transport companies.

Whether this is good or bad is difficult to determine
now. We have not had enough experience of the real work-
ings of e-commerce and the knowledge-based economy.
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There may be other benefits to the destroyed businesses
and to the government. Possibly the increase in the vol-
ume of business will generate more business and more
revenue. But we don't really know. What we do know is
that the destruction may be considerable and there will be
disruptions and instability.

The enthusiasm about the k-economy is infectious.
Many see unlimited growth and unprecedented new
wealth being generated. They see the dotcom and other
Internet-based companies as money spinners. Unable to
take advantage themselves of knowledge and the ease of
communication that has presented itself, they gointo a
frenzy of investments putting money in anything at all
that is even distinctly related to e-commerce.

The result is predictable. The shares of dotcoms sky-
rocketed until they bear no relation whatsoever to the ac-
tual business being done. Dotcoms may be based on
knowledge but they still have to deliver goods and services
at prices which will give them a reasonable return. In the
rush to take advantage of the new ways of exploiting data
and knowledge, the economics of doing business, the cost
and the returns appear to have been given too little atten-
tion. As a result profits were difficult to achieve.

But as company shares shoot up there was a feeling of
euphoria over easy money, of wealth from nothing more
than a belief in the wonder of dotcoms. As shares skyrock-
eted more money is poured into the purchase of shares,
Loans were raised based on the value of these rapidly ris-
Ing shares and expectations of more capital appreciation,
The bubble grew and grew and as expected it bursts. A lot
of people got hurt. A lot of money was lost. And suddenly
dotcoms became liabilities as their failure to make money
became general knowledge.

But this does not mean that dotcoms are incapable of
making profits or of growing. As is usual with business,
good management and proper accounting of the real po-
tential will yield good returns. There will be capital gains

14




MAHATHIR MOHAMAD

but such gains must be related to assets and performance
and not romance or fanciful expectations.

Malaysians must embrace e-commerce and the
knowledge-based economy. But Malaysians must not
place too high an expectation from this new business.
There is a lot of money to be made from the right kind of
application of data and knowledge, the right software and
the right ideas. It is entirely possible for e-companies to
grow rapidly and to yield high returns for the innovators
and entrepreneurs. There will be failures but this should
not deter the realists bent on exploiting new ways of doing
business.

The most attractive thing about e-commerce is how
easily you can become global. Borders do not restrict busi-
ness the way they do the old businesses. Market penetra-
tion 1s much easier. There is no need to appoint agents,
and distributors. The sale is direct to the consumer. The
efficient and worldwide delivery services provided by
such companies as DHL and UPS ensures that goods are
delivered to the customers without need for local trans-
port and delivery companies.

Start-up companies in the Internet-based business
come fast and furious. They are really based on ideas for
the application of data and the speed and directness of
communication. But financing a new business will always
be difficult despite the venture capitalists being willing to
lose money on nine-tenth of their investments. But when
a company hits paydirt the returns can be very, very con-
siderable. Market capitalisation can grow very rapidly. E-
commerce companies which are only a few years old have

been known to buy up major corporations which are more
than a century old.

In e-commerce experience can even be a hindrance,
especially experience in the old business and the old way
of doing business. As a result many who venture into e-
business are young people, usually in their twenties, who
had just come out of universities. But a university educa-
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tion 1s not a necessity. Indeed many of the most successful
people involved in start-ups of e-business are university
dropouts. So no one need feel discouraged if they have a
good idea about an innovative application of knowledge
and data and the exploitation of the vast amount of infor-
mation available on the Internet. It is always possible that
their ideas may work and venture-capitalists might be
convinced enough of the feasibility so as to invest in it.

Facilities are available in Malaysia now to test out
ideas and concepts of e-business. The universities and Cy-
berjaya have incubators where investments required is
small and common facilities are available. Once the busi-
ness develops and are viable enough it can move to better
facilities.

The knowledge-based economy is about information
and knowledge leading to better products and services.
Even growing sawi can be a k-economy activity if the sawi
grower uses the Internet to seek information on how best
to grow sawt or on how to link supply and demand more
efficiently.

Every single one of us should start looking at every-
thing from the perspective of cyberspace. How can you do
the things that you are doing now better and more profita-
bly by applying knowledge and readily available access to
data and communication. Today's seminar will not result
in knowledge unless it produces a change in your behav-
lour. Information only becomes knowledge when it be-
comes so much a part of the way you improve and en-
hance the way you do things.

The knowledge-based economy is all about learning.
As long as we are prepared to keep learning from each
other and from the world, the knowledge-based economy
should be a piece of cake—and an ever expanding one at
that.
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Commentary The trumpets were sounded years ago
about the arrival of a “New Economy”, an economy where
the intense application of knowledge to the diverse sectors
of national economies would lead to quantum leaps in
growth. Futurists like Jules Verne, Isaac Asimov and Alvin
Toffler were drum majors in this effort. But how come the
majority of us did not hear these trumpets? Did someone
intentionally muffle these “trumpets of warning”? Such
concerns are commonplace with us mortals. Most of us
procrastinate until events dawn on us. Worse, not only are
we not willing to accept such new changes, we can also be-
come steadfast in our unwillingness to change our old
ways. Yet history is replete with examples of civilisations
that were wiped out because of the unwillingness to
change with the times, e.g. the ancient Roman empire,
Greece and the British Empire.

Dr Mahathir's speech, “E-Migration: Rising to the
Challenges of the New Economic Frontier,” is thus timely
and compelling in its deliverance. It is more of a clarion
call, clear in its message about the benefits of the New
Economy, albeit cautiously pointing to the pitfalls and pot-
holes on the road that leads to a knowledge-based econ-
omy. But first, the spurious question of what a knowledge-
based economy is, 1s worth asking. When we talk about a
knowledge-based economy, are we implying that in the
previous production economy (p-economy) there was no
use of knowledge? Definitely not. The difference between
previous and current economies is how “intense” the ap-
plication of knowledge is to the production sectors.

So how “real” is this knowledge-based economy?
Such a simple but probing question asked by Dr Mahathir
points to how sceptical many people are about the
knowledge-based economy. Even renowned personalities
like Alan Greenspan, the chairman of the US Federal Re-
serve, and Robert Solow, Nobel laureate in economics,
have all at one point asked such questions. Today, they are
all converts or almost converted to the idea. As pointed
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out in his speech, Dr Mahathir believed that “It is real for
the graphs show that productivity growth doubled in
knowledge-based economies. It is real because countries
with flourishing knowledge-based economies have leapt
ahead in world competitive rankings.”

It is thus a challenge for Malaysians to rise up and em-
brace the knowledge-based economy mastering its intrica-
cies and should make the knowledge-based economy work
for Malaysia just as it has done for those countries that
have mastered it. There is no room for the development of
a "wait-and-see attitude,” complacency, or a Luddite men-
tality. The cost to the nation if they do not embrace the
knowledge-based economy cannot be measured only in
terms of opportunities forgone but also in its competitive-
ness and could also result in the erosion of its economic
gains it fought to attain in over 30 years. Dr Mahathir puts
it best: “We cannot ignore this radical turn in the way busi-
ness is done, in the way the economy is managed and
grown. We cannot ignore the massive leverage that knowl-
edge provides those with the skill to use knowledge.”

But the call to Malaysians to embrace the knowledge-
based economy does not mean that they should be oblivi-
ous to the fact that it has costs. As we are aware, ICT are
the main drivers of such an economy and just like any in-
novation, it can be likened to a double-edged sword. While
these new innovations save us from old human encum-
brances, they also introduce new problems. A good exam-
ple is doing business in cyberspace. Goods and services
can now be moved around the world faster and easier. The
success of New Economy companies like Amazon.com
and Yahoo.com are cases in point. But they also end up de-
stroying older established companies in the process. An-
other problem is the dark side of doing business in cyber-
space where underground and criminal elements now
populate using this new medium to commit numerous
criminal acts. It has posed a serious challenge to develop-
Ing countries like Malaysia where the demand for govern-
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ment resources for diverse developmental projects has led
to the inability of governments to commit all their re-
sources to only fighting criminals on the Internet.

Another cost as outlined by Dr Mahathir in the speech
1s the challenge Malaysia and many developing countries
would face with the advent of the knowledge-based econ-
omy. There is the possibility of many governments losing
out in their ability to collect taxes from many knowledge-
based economy companies like dotcoms who could set up
operations anywhere in the world. Indeed, it is difficult to
determine where such companies are located using just
their URLs. Thus a reduction in tax revenues could affect
proposed development projects that are supported by
governmental subventions.

Despite such costs of the knowledge-based economyj, it
also offers many advantages. Most of these companies in
the knowledge-based economy have the ability to grow
from little-known businesses to global giants in a very
short time. The example of America Online (AOL) is a case
in point. AOL, a young, obscure company from nowhere
gobbled up Time Warner, a long-established company. But
as Malaysians rush to embrace e-commerce and the k-
economy, caution should be adopted, especially in the
adoption of good management, proper accounting meth-
ods and all the necessary due diligence methods. Accord-
ing to Dr Mahathir, potential capital must relate to assets
and performance of such New Economy companies, not
based on romance or fanciful expectations.

The challenge is therefore for Malaysians to embrace
the knowledge-based economy. Dr Mahathir puts it best:
“Every single one of us should start looking at everything
from the perspective of cyberspace. How can you do the
things that you are doing now better and more profitable
by applying knowledge and readily available access to
data and communications.” I must add that the MSC, the
brainchild of Dr Mahathir, could help Malaysians transit
from a production economy to one based on knowledge.
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3
Strengthening Growth
and Mutual Prosperity

BRITAIN and Malaysia share an eco-
nomic tradition and trading ties that stretch over two cen-
turies. Given this background, we should look ahead for
avenues and channels whereby we can reinforce this rela-
tionship for the good of both our countries. The impor-
tance of such cooperation has become more so given the
rapidly evolving landscape of the world’s economy which
i1s being driven by new ideas and perceptions. It is only
through a strong partnership between British and Malay-
sian companies that we can strengthen the economic

growth and prosperity of Malaysia and I am sure of Brit-
ain too.

Malaysia’s economic recovery has gathered significant
momentum this year. Underlying such positive outlook is
the clear evidence that the economy is becoming signifi-
cantly more resilient to external shocks and systemic

A speech delivered by Dr Mahathir Mohamad at the 3rd Meet-

ing of the Malaysian-British Business Council and Conference
on Malaysia-British Partnership for the 21st Century in Kuala
Lumpur, Malaysia, on October 5, 2000
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risks. This is made possible by recent policy measures to
strengthen the nation’s external reserves, the financial
system and the corporate sector. The Malaysian economy
rebounded to register a growth of 5.6 per cent in 1999 after
a contraction of 7.2 per cent in 1998 which had followed a
growth of a similar figure the preceding year. The first
quarter of this year recorded a strong GDP growth of 11.9
per cent whilst the second quarter notched 8.8 per cent.
Growth has been broad-based driven both by aggregate
demand and supply.

Although all sectors of the economy have registered
positive output growth, the manufacturing and services
sectors stood out as the most robust sectors. The manufac-
turing sector will benefit from the stronger growth ex-
pected in world trade, a robust recovery in the East Asian
economies and stronger domestic demand. Manufactur-
Ing output is forecast to sustain a growth of 8 per cent this
year, while export-oriented manufacturing industries are
expected to step up their output by an average of 7.9 per
cent, driven largely by continued strong overseas sales or-
ders for electronic products and parts, underpinned by
rapid developments in information technology applica-
tions. Meanwhile, the services sector is expected to in-
crease 1n terms of value-added at a rate of 5.3 per cent,
with all the subsectors projected to record stronger
growth.

In addition, inflation has remained fairly stable de-
spite the pick-up in economic activities and increase in ca-
pacity use in major sectors. It moderated to 2.8 per cent in
1999 from 5.3 per cent the year before and is expected to
be kept below 4 per cent this year. Barring any major
downside risks that could derail the favourable world eco-
nomic outlook, these developments should provide the
necessary impetus for Malaysia to record a GDP growth of
2.8 per cent this year, as projected by the government,

Such heartening figures would not have been possible
had we not taken the controversial and much maligned
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unorthodox measures to counter the downward spiral and
to ride out the recession. The selective capital controls
have almost been done away with, excepting for a 10 per
cent levy on repatriated profit. But controls on exchange
rates will stay and will remain at its present level. They
have proven to be of no harm to anyone and obviously
they help business. They have certainly contributed to the
strong economic recovery. The condemnation of Malay-
sia’'s unorthodox measures has now lessened. Indeed
many, including the International Monetary Fund (IMF),
and even the currency traders have now acknowledged
that the heretical ways of Malaysia can even be adopted
under certain circumstances, The currently undervalued
ringgit, together with its [ixed rate against the US dollar,
the main trading currency of the country, is attracting
multinational companies to relocate their operations to
our Malaysian shores. Undoubtedly, Malaysia remains an
attractive location for foreign investors and its export-led
industry is internationally competitive.

Now that the Malaysian economy has regained its foot-
ing, it should help stimulate closer economic ties between
Malaysia and Britain. The time is especially propitious for
the business community from both sides. We must cement
our partnership for growth and mutual prosperity. Britain
has always been an important trading partner for Malay-
sia. Despite the economic downturn towards the close of
the 20th century, the total bilateral trade between Malay-
sia and Britain has seen a gradual increase over the last
seven years. From a total of RM8.79 billion in 1993,
Malaysia-British bilateral trade rose to RM17.68 billion in
1999. Even throughout the bleak years of recession, the in-
crease in bilateral trade did not slow down significantly.

Amongst the European Union (EU) countries, Britain
stands out as Malaysia’'s second largest trading partner,
accounting for 22.2 per cent of Malaysia's total trade with
the EU last year. In global terms, Britain is our ninth larg-
est trading partner, accounting for 3.1 per cent of Malay-
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sia’s total global trading. It is also worth mentioning that
Malaysia’s export to Britain totalled RM12.07 billion in
1999, thus making Britain our seventh largest export mar-
ket in the whole world. Out of the 14,586 cars exported by
Proton until March this year, a third was shipped to Brit-
ain.

Despite this we cannot rest on our laurels because I
am sure we can achieve more. I believe this is possible es-
pecially in areas where our respective countries have cer-
tain comparative advantages. For instance, much of Ma-
laysia’s comparative advantage lies in its efficient low cost
manufacture of semi-conductors and components used in
automatic data processing machines and electrical appa-
ratus. These made up a large chunk of Malaysia’s exports
to Britain. On the other hand, Britain’s comparative ad-
vantage lies in the manufacturing and exporting of
thermionic valves, tubes and related parts, and high-
technology produects. In exploiting such comparative ad-
vantages in trade and bilateral economic ties, both sides
cannot help but contribute to enhancing our bilateral
trade. It is highly commendable that your new trade de-
velopment and promotion organisation, Trade Partners
UK, 1s actively promoting trade and investment opportu-
nities in Malaysia amongst British companies.

There is a great deal of opportunities and avenues that
can be exploited by British-Malaysian partnerships which
can contribute towards greater economic growth and
prosperity for us both. In Malaysia itself, there are tre-
mendous opportunities for investments awaiting foreign
Investors, Over the last 30 years, the Malaysian govern-
ment has consistently maintained an investment-friendly
and pro-business environment, made more attractive by
Malaysia’s political and socioeconomic stability. This has
been particularly welcomed by all foreign investors as it
has provided them with a predictable stable and favour-
able environment for doing business. I can assure the
many British captains of industry and potential investors
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present at this meeting that the Malaysian government
will continue to maintain the most conducive environ-
ment possible for business which will pay off for those
who are ready to invest.

Malaysia's educated and productive workforce, excel-
lent infrastructure, consistent business friendly policies
have contributed to its success in attracting foreign direct
investments (FDIs), especially in the manufacturing and
information technology sectors. Today, after a mere three
decades since Malaysia switched from plantations and
mining to manufacturing, it has gained a reputationas a
cost-competitive location for the manufacture of high-
technology products for the regional and world markets.

Such is Malaysia's attractiveness as a manufacturing
centre that since 1995, US$17.1 billion has been approved
for iInvestment, half of which is for manufacturing. In the
first seven months of this year alone, we have received in-
vestment applications worth US$4.6 billion—a figure
which has already exceeded the US$3.68 billion worth of
proposed projects during the whole of last year. These fig-
ures bear testimony to Malaysia's continued attractive-
ness as an investment hub in the region. Britain, with in-
vestments worth US$394 million in 118 manufacturing
projects between 1955 and July this year, is the ninth larg-
est investor in the Malaysian manufacturing sector. You
will agree with me that given our closeness this is not what
we should see. Britain should really rank amongst the top
three.

I believe Britain, with your vast experience in industri-
alisation and your technological know-how, can play a piv-
otal role in helping us to realise the aspirations and targets
laid down in Malaysia's Industrial Master Plan. One of the
many ways is through investing in our high value-added
manufacturing industries and technology sectors, and at
the same time facilitate the transfer of technological
know-how that would, at the end of the day, reap profound
benefits for both sides—profits for the investors, and tech-
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nological advancement and growth for the Malaysian in-
dustries.

Malaysia is fast becoming a favourite location of multi-
national corporations for regional manufacturing-related
operations. As of May 31 this year, the Malaysian govern-
ment has approved 636 representative offices, 335 re-
gional offices, 52 operational headquarters (OHQs) and 47
international procurement centres (IPCs). The opportuni-
ties for British companies to set up IPCs in Malaysia are
immense. An IPC will not only serve as a centre to procure
ordistribute raw materials, components and finished
products, but will also provide a strategic gateway to tap
and penetrate the markets of the surrounding region. By
the end of this year, the combined sales of these IPCs lo-
cated in Malaysia are expected to reach US$3.97 billion.
Our liberal equity policy which generally allows foreign
investors in Malaysia’s manufacturing sector to hold 100
per cent equity in projects which export at least 80 per
cent of their production is another positive draw. Even
more attractive is the policy which permits foreign inves-
tors to hold 100 per cent equity irrespective of their level of
exports for project applications received until the end of
the year.

There are already several British companies which
have invested significantly in Malaysia, including Blue
Circle (approximately £40 million), British Telecom (BT)
(€275 million), British Petroleum (BP)(£130 million) and
National Power (£80 million), not to mention many others
like Royal Dutch Shell, Unilever, Rolls-Royce and Cold
Storage. I look forward to seeing the growth of such in-
vestments. At the same time, given that Britain has one of
the most business-friendly environments in the EU, in-
cluding easy access to the EU, a skilled and flexible work-
force, and a world-leading science base, I am sure that
Malaysian investors can also benefit by investing in Brit-
ain. Proton’s investment in automobile engineering by ac-
quiring Lotus is a prime example of the many strategic op-
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portunities available for Malaysians to invest in Britain,
especially in areas where we lack technical expertise at
home. In fact, the technology acquired from the purchase
of Lotus has enabled Proton to improve the ride and han-

dling of its cars. Excel, the new exhibition centre on the
Thames, 1s another example.

British-Malaysian partnership in the form of various
strategic investments will hugely benefit both countries in
being gateways to respective regions. By the year 2003,
Malaysia is poised to be an even more attractive location
and a strategic gateway to the Asean market given that in-
traregional tarifis will be reduced to between 0 and 5 per
cent with the establishment of the Asean Free Trade Area
(AFTA). Manufacturers with production bases in Malaysia
will be able to export freely or with minimal duties to
other Asean member countries. By the same token, we see
Britain as a strategic gateway for Malaysian companies to
penetrate not just the EU market but also greater Europe.

Another crucial area which I believe British-
Malaysian partnership will augur very well for the new
millennium is in information and communications tech-
nology (ICT). Undoubtedly, developments in ICT—the
Internet, in particular—and the convergence of technolo-
gies have significantly shaped not only our lifestyles, but
also the nature of businesses and the way businesses are
conducted. The growth of e-business is phenomenal.
While the radio and the television have taken 38 years and
13 years respectively to reach 50 million users, the Inter-
net has taken only five years. If we fail to harness ICT, we
will be left out in the cold.

I would therefore urge both British and Malaysian
companies and technopreneurs to work together to capi-
talise on the opportunities in the ICT sector. The Multime-
dia Super Corridor (MSC) project in Malaysia offers Brit-
ish companies a unique opportunity to catalyse a virtuous
circle of development amongst local, regional and interna-
tional businesses. The MSC should be highly attractive for
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British companies wishing to develop or use multimedia
technologies to provide value, and for expansion into
Asian markets. We have put in place policies, practices
and cyberlaws which alongside Malaysia's relatively lower
cost would make the MSC a prime place to do business out

of.

Currency turmoil notwithstanding the MSC project
has remained on track. There are already 362 MSC-status
companies with 37 being world class. By 2003, we aspire to
have 50 world-class compantes in the MSC. In the recent
annual International Advisory Panel (IAP) Meeting, mem-
bers gave their thumbs up for developments that have
taken place in the Corridor. Many were impressed that the

MSC is actually ahead of schedule.

There is much that British companies can offer Malay-
sla in terms of technology, know-how, and capital and at
the same time the MSC can offer the platform for British
companies Lo incubate new breakthrough technologies
that will shape the future. I am glad that British compa-
nies such as BT, Druid, Madge and Reuters are playing a
significant role in the MSC. I can foresee there are more
avenues for cooperation amongst Malaysian companies
and our counterparts in the Silicone Glen and Fen in Scot-
land, as well as Cambridge in England.

[ am also pleased to see the strategic partnership be-
tween Malaysia and Britain in developing Malaysia’s very
own "Universal Studios”, known as the entertainment vil-
lage (e-village). The RM3 billion project would comple-
ment the efforts of the Multimedia University and other
research and content providers located within the MSC.

Knowledge is at a premium in the New Economy. To
succeed we will need more knowledge and knowledge-
workers to fill the expected demand of the MSC. We have
worked out our requirements for such workers and we
teel we can train them. Still we think there is an opportu-
nity here for cooperation in training at university and
other levels. We use English as the medium of instruction
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and, needless to say, British institutions of higher learning
can play a role in the education of our knowledge-
workers.

It is highly crucial for the business community of both
sides to strive together to synergise resources, capabilities
and experience to achieve common goals. Britain and Ma-
laysia can work together to minimise any negative impact
of globalisation. I urge the business community of both
countries to forge closer understanding that translates
into real cooperation and businesses.

These are the days of interdependence and intercon-
nectivity. We must realise that no one nation can live and
survive on its own. It is becoming increasingly obvious
that the zero-sum game is obsolete. We need to work to-
gether for mutual growth and prosperity. In this regard, I
sincerely wish to see the partnership between Britain and
Malaysia soar to greater heights, with both countries
counting on each other's strengths to cement growth and
attain greater prosperity.

Commentary Advancement in the global economy in the
area of information and communications technology (ICT)
1s ushering in a knowledge-based era, where knowledge
and ideas form the basis today for advancements of coun-
tries. This calls for a concerted effort on the part of coun-
tries to collaborate with each other for the economic
growth and development of their various countries. Brit-
ain and Malaysia are two countries that share a long tradi-
lion of trade and economic ties that dates back to about
two centuries ago.

Dr Mahathir elaborated at length on this tradition and
have given figures to show how these relationship have
benefited both countries and how the two countries
should continue to collaborate on such a front. However,
there is a new area of which British and Malaysian part-
nership could serve both countries well. The convergence
of technologies have brought with it new challenges and
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each country cannot afford to go it alone. This area is 1ICT
Countries who refuse to harness their resources would be
left out in this race. Malaysia and Britain can benefit from
this new convergence. Malaysia has set up the Multimedia
Super Corridor (MSC) and is inviting British companies
to take advantage of this unique opportunity to develop or
use multimedia technologies to provide value and prod-
ucts for the Asian market. The Malaysian government has
put in place policies and practices, the requisite infra-
structure and cyberlaws to make doing business in the
MSC attractive.

Knowledge-workers will be needed to meet the needs
of most of the world-class ICT businesses that would be lo-
cated in the corridor. The Malaysian government has put
into place the necessary requirements that would facili-
tate the bringing of knowledge-workers from abroad.
Meanwhile, Multimedia University and most of the uni-
versities in the country are training the requisite
knowledge-workers that the country needs for its move
into the knowledge-based economy. British companies
should not have any problem locating their businesses in
the MSC. They can offer Malaysia technology, know-how
and the capital that the MSC needs to grow. The MSC
would also offer British companies a testbed for their new
technologies. Mention should be made that British com-
panies like BT, Druid, Madge and Reuters are already
playing a significant role in the MSC. There is a hope that
more companies would be part of this move to the MSC
from Britain.

Dr Mahathir concluded his speech by saying that
“These are the days of interdependence and interconnec-
tivity. We have to realise that no one nation can live and
survive on its own. It is becoming increasingly clear that
the zero-sum game is obsolete. We need to work together
for mutual growth and prosperity.” This profound state-
ment by Dr Mahathir might be at the time of the deliver-
ance of speech be an appeal to Britain but indirectly, it ap-
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plies to all countries, particularly those in the developing
world, that unilateralism in the era of the knowledge-
based economy is a recipe for failure. Rather, bilateralism
and indeed multilateralism is the way forward. I would
like to echo such an appeal: in the era of the knowledge-
based economy, developing countries, in particular, must
collaborate or be left behind.
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4
Smart Partnering
for the New Economy

THE theme of this year’s dialogue is
global trends and emerging economies. I would like to

take this opportunity to touch on a few aspects of globali-
sation.

Globalisation is not merely a process but has also be-
come an ideology. From one international forum to an-
other, the proponents of unbridled, supposedly ‘unstoppa-
ble’ forces of globalisation and trade liberalisation con-
tinue to sing their song of “the ticket to a better life for eve-
ryone”. This ideology is preached to us as being full of glo-
rious benefits. I continue to look long and hard for evi-
dence that this may in fact, be true. But all around, the ar-
rows point in the opposite direction. Sadly, the number of
downturns and negative aspects of globalisation which
many of us have actually experienced are seldom men-
tioned or discussed. If they are, they are not attributed to

A speech delivered by Dr Mahathir Mohamad at the official din-
ner in conjunction with the meeting on Global 2000 Interna-

tional Smart Partnership in Kuala Lumpur, Malaysia, on August
21,2000
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globalisation but to things like bad governance, lack of de-
mocracy, cronyism, etc.

In nation-building, when caution is not exercised and
care not taken; when the interest of people and nations
are gambled upon on the basis of an ‘ideology’, when deci-
sions are not grounded in reality and the hard facts are 1g-
nored, there will be calamity. The promoters of the ideolo-
gies are of course to blame. But we who make the decision
to convert cannot be totally blameless. How many times
have we seen ideologies destroy nations and yet when a
new ideology is promoted we accept it as the perfect and
infallible solution to all our problems.

The man in the street may be oblivious to the forces of
globalisation. Yet it will affect him with as much intensity,
as 1t will the heads of government and captains of indus-
tries. The reactions of governments and industries to
globalisation wiil bear finally on the ability of individuals
to enjoy economic freedom and empowerment: and
whether individuals live in a free land and be master of
their own destiny. Globalisation merits serious thinking
and we need to strategise our responses to the major is-
sues ranging from business globalisation and trade liber-
alisation, sustainable development, the knowledge-driven
economy and the sociopolitical concerns such as democ-
racy, the rule of law and human rights.

If the amount of money circulating around the globe is
anything to go by, we are trading more now than at any
other moment in human history. Financial liberalisation
has certainly been extensive, and the world has borne wit-
ness to massive financial flows and market penetrations.
The volume traded in the world foreign exchange market
has grown from a daily average of US$15 billion in 1973, to
over US$900 billion in 1992, and the number today far ex-
ceeds US$1,000 billion a day.

But where does all this money go? What productive
and essential economic activities does it support? The
hard reality is that a mere 2 per cent of foreign exchange
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traded is used for trade payments. The rest of the transac-
tions are all speculative in nature. And speculation is non-
productive. In fact it is truly destructive, as the East Asian
economies learnt to their cost in 1997-1998 financial and
economic turmoil.

Who benefits from all of these so-called ‘trade liberali-
sation'? The beneficiaries are clearly a select and privi-
leged group. The top fifth of the world’s population in the
richest countries enjoy 82 per cent of the expanding ex-
port trade and 68 per cent of FDIs—the bottom fifth barely
more than one per cent. Between 1980 and 1996, only 33
countries managed to sustain 3 per cent annual growth.
For 59 countries mainly in sub-Saharan Africa and East-
ern Europe and the CIS, GNP per capita had in fact, de-

clined.

Twenty per cent of the world’s population in the devel-
oped countries receive 82.7 per cent of total world income,
while the 20 per cent of the world’s population in the poor-
est countries receive only 1.4 per cent. In 1989 the average
income of the 20 per cent of people living in the richest
countries was 60 times higher than that of the 20 per cent
living in the poorest countries. What is more alarming is
that this ratio has doubled, from 30 times in 1950.

The glorious promises of globalisation have yet to ma-
terialise. A reckless approach to trade liberalisation with-
out due consideration for one’s own ability to cope will
only contribute to a vicious cycle of trade and balance of
payments deficits, financial instability, debt and recession,
not to mention the social costs of dumping and general
economic erosion. A misstep carries with it a cost no less
than catastrophic for nations and people. A blind accep-
tance of an ideology that to date stands as just that—an

ideology—is unacceptable, naive and downright danger-
ous.,

To equate globalisation with a guarantee for economic
advancement is a gross oversimplification of the realities
that surround international trade. Despite the best of in-

35




MAHATHIR MOHAMAD

tentions and most progressive macroeconomic policies of
developing nations, better trade performance does not
necessarily translate into increases in living standards.
Given the international division of labour, where high-
priced goods are produced by the advanced nations of the
world, and the production of low-value items are rele-
gated to developing nations, the terms of trade for devel-
oping countries are almost always unfavourable.

I am not convinced that the developed nations are at
all interested in this so-called ‘level playing field’. Globali-
sation as it stands clearly means access of products of de-
veloped nations into the developing world. And yet, high
tariffs still persist in developed countries in sectors such
as agriculture, textiles and steel in which developing
countries may have comparative advantage. If not tariffs,
then it is standards, subsidies, labour conditions, human
rights—the goal-posts keep changing against our favour.

This clearly calls for a new way of thinking, for devel-
oping nations to chart a new paradigm in nation-building
such that old mistakes are not repeated. Given the on-
slaught of voices propagating the good of an open and lib-
eral economy, sovereignty as a basis for self-determination
and empowerment seems contradictory and out of place.
Yet at no time is it more relevant than it is now.

It is not without a good reason that the last World
T'rade Organisation (WTO) round in Seattle came to a
stalemate. Nation-building is not only about the lowest
cost, 1t 1s equally about social justice and a conducive envi-
ronment for the development of human dignity. A grain of
rice or wheat or maize or barley is not simply an issue of
how much it cost to produce but does the person planting
it make a decent living? And who ends up eating the pro-
duce? Nation-building is about the ability and freedom
and flexibility to make strategic choices in finance, trade
and investment for oneself. If nations are willing to accept
higher prices in order to acquire the technologies to com-
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pete later, that should be the right of sovereign nations to
decide.

It is ironic that the very same people who advocate
freedom of speech and rights of expression are the very
same to clamp down hard on what they see as dissenting
views on their brand of globalisation. Malaysia’s rejection
of the IMF formula and the decision to regain exchange
rate control and regulate the flows of short term capital
have now been reluctantly accepted by the international
community as a viable alternative to the IMF prescription.
By their own admission, a ‘cure all’ for economic ills of the
world simply does not exist. Yet barely are we out of the
Crisis, a new ‘prescription’ is being forced down our
throats. How soon we forget. And what is the price of such
a memory lapse?

Developing nations must ask themselves where they
want to go from here. What are the options open to them
and what they intend to do about it. While the developed
world embraces the new knowledge-driven economy in
all eagerness, developing economies, to the level that is
comfortable and attainable, must also embark on a quest
for knowledge in all its forms. Knowledge is the domain of
all the citizens of the world and cuts across all strata of
economic activity. It is certainly not limited to cutting-

edge technology and the ICT sector, as we are commonly
led to believe.

It is on this premise that Malaysia has embarked on an
agenda for intensification of knowledge use in all sectors
of the economy, new and traditional. This entails the con-
certed effort of all stakeholders in the Malaysian economy
to acquire and generate bodies of knowledge. Coupled
with the ability to effectively translate knowledge into
technological and social advancement that elevates the

living standards of the populace, this is empowerment in
Its truest sense.

"Technology-based economic development’ is a unique
phenomenon. Development was once a matter of accumu-
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lating physical and human capital. Within that process
there is what is known as the ‘convergence factor’. This
assumes that a well-governed developing country experi-
ences high returns from investment, which in turn at-
tracts an inflow of foreign capital, thus narrowing the gap
between rich and poor nations.

Technological advancement, however, dances to a dif-
ferent tune. With increasing returns to scale in their fa-
vour, regions with advanced technologies are best placed
to further innovate, with the gap between the technologi-
cal haves and have-nots ever widening. Innovation re-
quires physical, financial and social infrastructure—de-
manding even to the most advanced of nations. But a de-
veloping country grappling with limited resources and a
multitude of needs will fail to innovate. Worse still what-
ever talents they may have would be enticed away be-
cause they lack the facilities and could not match the
terms offered by rich countries.

Emerging economies, therefore, must see the process
of globalisation from all aspects. Most decision making at
the international level seemed to safeguard the interests
of the more matured economies without regard to na-
tional sovereignty, economic freedom. economic empow-
erment, socioeconomic programmes, and technology de-
velopment agenda being undertaken by developing na-
tions.

It is precisely in this context that the smart partner-
ship practice promises to make the most impact. Smart
partnership can help unify concerns and actions and to
formulate a common stand and embark on cooperative ac-
tions in order to counter any perceived negative forces of
globalisation affecting the emerging economies. The
smart partnership dialogues, such as this, can well serve
as focal points to deliberate and share our views and expe-
riences and to nurture continued interactions amongst
members and smart partners in between dialogues.
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I observe that the Commonwealth Partnership for
Technology Management (CPTM) can assume a catalytic
role in synergising the many different dimensions of the
subject of globalisation with a truly achievable ‘win-win’
result. ‘National smart partnership hubs’ will have to
come forward, and work closely with CPTM, and set pri-
orities for action. In this regard, I would like to offer
MIGHT, the ‘Malaysian smart partnership hub’ to assist
whenever we can.

Commentary The tidal wave of globalisation is sweeping
down on our global village like a gush of floodwaters. Its
impact on developed and developing countries as a whole
cannot be emphasised enough. The impact on the man on
the street in developing countries that may be oblivious of
the forces of globalisation cannot be emphasised enough.
[ts impact on the governments and industry in developing
countries would be seen in the ability particularly of gov-
ernments to offer their citizens the choice to be masters of
their own destinies and to be able to chart their own free-
doms. In passing, one can only point out that the impact
would be of socioeconomic and political and cultural in
nature. Thus the question is not whether developing
countries should turn their backs on globalisation. Far
from that. The question is what kind of globalisation and
what should developing countries do?

According to Dr Mahathir Mohamad, developing
countries need to seriously think about globalisation and
its impacts and to devise a strategic response to the chal-
lenges it would pose. He adds that a blind acceptance of
globalisation in its ideological form is naive and downright
dangerous. Furthermore, the glorious promises of globali-
sation are yet to materialise. “A reckless approach to trade
liberalisation without due consideration for one's own
ability to cope will only contribute to a vicious cycle of
trade and balance of payments deficits, financial instabil-
ity, debt and recession, not to mention the social costs of
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dumping and general economic erosion,” exhorts Dr Ma-
hathir. He adds, “To equate globalisation with a guarantee
for economic advancement is a gross oversimplification of
the realities that surround international trade. Despite the
best of intentions and most progressive macroeconomic
policies of developing nations, better trade performance
does not necessarily translate into increases in living stan-
dards. Given the international division of labour, where
high-priced goods are produced by advanced nations of
the world, and the production of low-value items are rele-
gated to developing nations, the terms of trade for devel-
oping countries are almost always unfavourable.”

Such a profound statement is the truth for most devel-
oping countries that face a constant fluctuation of the
prices of their primary products in the world market. Is
globalisation therefore fair? It depends on which side of
the divide you are on. Those in developed countries be-
lieve it is fair. Those in developing countries do not see it
as fair because they believe that it is way of developed
countries selling their products in developing countries
and yet they have imposed high taniffs on agricultural and
textile products from developing countries. Where they do
not impose tariffs, they have given substantial subsidies to
certain industries and sectors in their various countries.
These are some of the areas developing countries may
have a comparative advantage. It thus ends up in putting
them in a comparative disadvantage. According to Dr Ma-
hathir, “... the goal-posts keep changing against our fa-
vour.”

This bleak scenario thus calls for developing countries
to band together, to develop a new way of thinking, a new
paradigm, so to speak, to prepare to face the challenges of
globalisation and nation-building in the era of digitisation.
The importance of such new thinking in the era of the
New Economy where the convergence of ICT is changing
the way we do business and the old tormulas for growth
cannot be stressed enough. Some pertinent questions
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need to be asked in this process. If developing countries
want to chart their own destinies, where do they go from
here, now that they have the facts? What are the options at
their disposal to be able to face this tide of globalisation?

One option 1s for developing countries to engage in
smart partnerships. According to Dr Mahathir, the smart
partnership concept can help developing countries unify
their concerns and actions. Furthermore, it would help
them develop a common stance on issues affecting their
collective interest. Thus they could also develop a com-
mon stance against the negative forces of globalisation. In
all, the smart partnership dialogue can also serve as an
avenue for developing countries to share views and expe-
rences.

To conclude, I would like to draw on the wisdom of an
old sage, in a way to use that as a clarion call to developing
countries to unite and form smart partnerships in the era
of globalisation. The old sage once counselled his bicker-
ing sons by giving each son a twig. He asked each of them
to break the twig. It was easily broken. Next, he tied a set
of twigs into a huge bundle and asked each son to take
turns to break the bundle. Each failed. He then counselled
them drawing from their experience with the twigs that if
they were united and banded together like the bunch of
twigs, no one could break them. But if they were to go into
the world as single twigs, it would be much easy to break

them. Developing countries should take heed. A word to
the wise 1s enough.
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9
Asian-African Cooperation
for Development

WHILE the Tokyo International Con-
ference on African Development (TICAD) process and the
Asia-Africa Forum facilitated exchanges of experiences
between Asian and African countries on many aspects of
development, we now have to prepare ourselves to face
and deal with special challenges and dangers arising from
new ideas about the structure of the world’s economy,
world trade and international finance. Most of all we have
to deal with the self-declared right of some countries to in-
terfere in the affairs of other countries.

The 3rd Asia-Africa Forum is therefore crucial for the
representatives of our two continents to seize the opportu-
nity to exchange ideas on our perceptions of the things to
come and how we propose to deal with them.

Allow me now to share with you Malaysia’s experi-
ences in the two areas, which are the focus of the Forum,

A speech delivered by Dr Mahathir Mohamad at the official
opening of the 3rd Asia-Africa Forum (AAF III) in Kuala Lum-
pur, Malaysia, on May 23, 2000
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namely, private sector development and agricultural de-
velopment.

Experiences in Asia indicate that effective develop-
ment requires a careful balancing of the roles of the gov-
ernment and the private sector across a broad range of
policies and actions. While there is no magic formula on
the correct mix of policies that will ensure development at
all times for all places, there is recognition that govern-
ments need to provide political stability, guidance, legal
framework, policies, infrastructure, investment incen-
tives; in short, promote a predictable and attractive clj-
mate for enterprises in the private sector to flourish. The
private sector can then play its part by efficiently produc-
ing and trading in goods and providing the services
needed by society and of course enriching the people.

Since the early 1980s. Malaysia had stressed that this
country will rely on the private sector as the primary en-
gine of economic growth. We had lost faith in state enter-
prises. But our fledging private sector could not fully re-
spond to the challenge. We had therefore to rely on foreign
private investments. However, by 1988 the local private
sector bloomed and the economy expanded at an average
annual rate of 8 per cent. This high growth rate would
have continued if not for the manipulation of our currency
by currency traders. For almost one and a half years we
struggled to find a solution to this problem.

Through good and difficult times Malaysia empha-
sised on a strong public-private sector partnership. The
groundwork for this cooperation was laid in 1983 when
the Malaysia Incorporated concept was introduced.
Broadly defined, Malaysia Inc., as it is referred to, per-
ceives the whole country as a giant corporation in which
the government and the private sector and the workers
work and cooperate in order to achjeve maximum returns.
By efficiently processing all bureaucratic procedures in-
volving business activities, profits could be maximised.
Since the government gets 28 per cent of the profits by
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way of corporate tax, governmental cooperation pays.
Workers get better incomes and since government reve-
nue is also spent for the benefit of the people, everyone
benefits from the Malaysia Incorporated concept.

Another key approach is privatisation. As with most
governments, the Malaysian government is not efficient
when it comes to exploiting the profit potential of its many
companies, departments and agencies. The private sector
does this much better. The government does not sell all
the shares but retain some in order to gain from the ex-
pected profits and also to benefit from capital gains by
selling later. The important thing is that the government
does not interfere with good management.

Malaysia’s privatisation does not involve selling gov-
ernment assets to foreigners in order to get foreign ex-
change to settle debts. We sell largely to Malaysians
though we do allow for a certain percentage to be sold to
foreign investors, especially strategic partners.

The result of privatisation has been gratifying. Where
before we had to make budget allocations yearly to these
government entities, now we don’t have to. Instead we ac-
tually earn considerable dividends for the government
and make considerable capital gains. Not having too much
foreign equity means less outflow of funds from the coun-
try.

For the people, there is better service and better infra-
structure. The good expressway system that you may have
noticed is an example of the kind of benefits the people get
from our kind of privatisation. There is no way for the gov-
ernment to provide all these because apart from being in-
efficient, the government has to wait for revenue in-
creases before borrowing for infrastructure projects.

However, limiting factors must be recognised. If the
private sector is not strong and efficient we may end up
having to re-nationalise. In some cases it is better to invite
strong and capable foreign participation in order to mini-
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mise failures. Such a need should not involve outright sale
because if you do this the profits will just flow out.

Privatised entities must be supported, even subsidised
by the government. This is not because we want to help
the investors make profits but because we do not want the
people to pay too much for the services they receive, It has
to be remembered that the government is still collecting
various taxes from the people and they are therefore enti-
tled to pay less than the actual cost of the services they re-
ceive. Transferring assets which give no return to the gov-
ernment is not a big sacrifice but it helps in reducing capi-
tal costs.

In the case of toll expressways, the government sold
the completed portion at below cost so that the total cost of
the expressway is lowered and toll rates are low. Selling
government assets at market price will render the services
costly, making charges for public use high and probably
end up in major losses and failure as usage will be low. Pri-
vatisation will become unpopular and so will the govern-
ment.

In the information age, societies must be information-
rich and inventive in the application of information. While
we should welcome the opportunities for new businesses,
we may also lose much because of some of them. Take
Amazon.com the founder of which is Time’s Man of the
Year. You can buy practically anything you want from
Amazon.com and it will be delivered to your doorsteps by
international courier operators. The price would be very
low because the company orders in bulk and gets the best
rate for delivery by competin g couriers. Obviously con-
sumers everywhere will benefit.

The down side is that local importers, agents, distribu-
tors and retailers will be put out of business. The govern-
ment will earn no tax from these businesses or from im-
port duties. Jobs will be lost by the millions.

The producers of goods and suppliers of services will
have to accept less and less profit. For the production
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workers there will be less pay. Probably production will
have to shift to low-wage countries resulting in loss of jobs
in high-wage countries.

While the shares of manufacturing and service compa-
nies will depreciate, those of dotcoms will appreciate a
hundredfold, creating a sense of wealth. If the companies
collapse there will be no assets to distribute. The original
founder may have taken his capital gains already and a lot
of investors who had bought at high prices will find them-
selves left with useless virtual wealth.

The producers of goods and services find difficulty in
raising capital and low share prices and low profits may
make the manufacturing industries unattractive. The in-
vestors will sell out in order to invest in dotcoms. In the
end there may be no goods to sell.

Information can enrich us but without rules and laws
it can impoverish us and destroy us. So don't be too ready
to accept everything done in the name of globalisation and
the free flows of capital and goods, that the information
age 1s supposed to make inevitable.

Malaysia’s experience with agriculture is no different
from those of other countries. We need agriculture be-
cause we need food for a growing population. But there is
only so much that we can produce ourselves. We have to
accept the need to import. To import we need money. But
agriculture earns less foreign exchange than manufactur-
ing. It provides less jobs. It does not enrich people. It is
subject to price manipulations by speculators and their fu-
tures trading. Prices can plunge overnight leaving our
people destitute.
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For Malaysia agriculture involves tree crops, i.e. indus-
trial agriculture like rubber and oil palms. Cost of produc-
tion must be as low as possible and margins must be as
high as possible. If there is a price collapse our profits will
be reduced but we will not lose. Our competitive advan-
ltage in terms of soil and climate must be fully exploited.
And when a commodity looks like losing demand for
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whatever cause, we get out of it. Now we are busily getting
out of rubber, preferring to import it rather than produc-
Ing ourselves.

In the space of 42 years of independence we have for-
mulated three different agricultural policies. We do this in
response to market demand. We have to be agile. Today,
we are using high technology to grow more food for our
own consumption and for export. We are more and more
into aquaculture and breeding of selected animals. We are
changing from monocrops to mixed farming and crop ro-
tation. We now import almost US$3 billion of food but we
export US$2.5 billion.

New strategies have been developed for agriculture.
Our experience is that big modern estates do better than
small farms run by individuals. We cannot close down or
amalgamate the small farms but we can have a nucleus of
big farms with small farms as satellites, using the facilities
of the big farms. In any case, the children of the small
farmers are now better educated and are giving up farm-
ing. Eventually farms in Malaysia will be large efficient es-
tates. In preparation for this, our universities are offering
courses In mix-farm management. We hope to be able to
deal with the success of our education policy and the mi-
gration from the farms to the towns.

Malaysia is a trading nation. Trade involves not just
exporting but also importing. We have always tried to pro-
duce less food than we consume. We produce only 65 to 70
per cent of the rice we need. Thus we are able to import
from our neighbours and to sell to them what we produce.
The devaluation of our cu rrency by rogue traders in-
creases the ringgit cost of our imports but it also increases
the ringgit earnings of our agricultural exports. The bal-
ance 1s precarious but by carefully monitoring and con-
trolling prices, inflation has been held reasonably low. It is
a factor which enables us to fight against economic de-
pression and help the recovery and return to a growth
path.
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We have recently revised our 3rd National Agriculture
Policy targets and approaches to ensure that the food sec-
tor contribution to GDP increases from 3 per cent or
RMS6.1 billion to 6 per cent or RM12.5 billion. The new ap-
proaches will be centred on transforming the pre-
production, production and post-production processes
and will be consistent with our k-economy drive. It in-
volves big scale production and mechanisation, private
sector participation and will be technology and knowledge
intensive. What we have learnt which can be of relevance
to Alrican countries is the need to effectively balance be-
tween various sectors, between industrial and food crops
to ensure the long-term sustainability of the sector, self-
sufficiency and more importantly, to protect the interest of
the people involved.

Our approach hitherto has been to exchange experi-
ences. We should now move forward to forge smart part-
nerships that will lead to a win-win situation and the bet-
terment of all. This forum should therefore look at ways
and means to foster more trade of goods and services be-
tween Africa and Asia. We may need to introduce innova-
tive approaches and dismantle existing barriers. We could
also enter into more bilateral payment arrangements
(BPAs), consider interregional trade arrangements, inten-
sify trade promotional efforts, use currencies other than
US dollar to effect settlements and adopt counter trade.

It is essential that we put our act together as the global
economy 1s now iniquitous. The disparities in income and
lifestyles between the rich and the poor have reached un-
precedented proportions. Some 80 per cent of the world
GNP is concentrated in industrialised countries and the
poorest 20 per cent have only a share of 1.4 per cent of the
world GNP Globalisation ideologues propagated that
those countries which open up will experience such dy-
namic economic development that, within the foreseeable
future, the world will see a convergence between the rich
and the poor. This is far from what is happening. On the
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contrary, it was reported that the richest 2 per cent of the
world population, which in 1960 was 30 times better off
than the poorest 20 per cent, are today 61 times better off.

Based on our own experiences recentl ¥, we do not
share the optimism that globalisation will automatically
solve development problems. We see powerful processes
that continue to marginalise many countries of the South.
We see the adverse social and economic consequences
brought about by the twin forces of globalisation and lib-
eralisation adding to the burdens of the South. For poorer
countries, globalisation and liberalisation have meant
opening up to foreign imports and finances which can dis-
place local enterprises and businesses. Unless the inter-
pretations of globalisation and liberalisation are changed
we think the poor will not only lose more but they would
virtually be colonised again.

We must not allow the uncontrolled spread of globali-
sation and their negative consequences to affect us. Gov-
ernments and international organisations must assume
an active role in controlling and regulating the globalisa-
tion process, making it more soclally accountable, Placing
all the blame of the recent crisis in the East Asian econo-
mies on their governments is wrong. A large part of the
problem lies in the international structures, where there is
an absence of mechanisms for fair, equitable and just
global governance.

Globalisation and liberalisation should not mean ne-
glecting the interests of our people and our countries. The
weak and the poor countries should have an effective role
in the formulation of this process. Developing countries
have vast experiences, both good and bad. Many of us
have experienced the benefits of foreign direct invest-
ments (FDIs). Some of us have also seen how nations can
be impoverished overnight. Surely, with our experiences,
we can help shape a globalisation that benefits all, where
wealth is more equitably distributed between the rich and
the poor.
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Developing countries by definition are poor, some are
very poor. Alone we can do practically nothing to help our-
selves. Most of us are under the control of agencies like the
IMF or the dominant powers in the world. Their creditor
role has forced us to submit to policies, which make us
permanent debtors. There seems to be no future for us.

But if we act together we may yet be able to influence
the processes, which affect us. There are amongst the rich
and the powerful some sympathetic elements who are ej-
ther genuinely sympathetic towards us or can make com-
mon cause with us for their own vested interests. We saw
this in Seattle and at the World Economic Forum in Davos,
Switzerland. If we work with them our clout would be lev-
eraged.

The new capitalists are more powerful and less consid-
erate. They are backed by their powerful governments.
Where once Western governments used to abhor monopo-
lies, they are now encouraging the formation of cartels
and oligopolies to dominate the world. Each one of their
mega entities is bigger in terms of capital than any of us
developing countries.

As you will have noted, the rich countries of the North
are ganging up while their corporations are merging to
form huge specialised companies. We, on the other hand,
are greatly divided partly because we don't seem to know
how to work together but mostly because the super pow-
ers actively prevent us from cooperating. A glaring exam-
ple is the proposed East Asia Economic Caucus (EAEC).
The United States made it clear that it does not approve
and so it cannot be formed. Now the United States is even
opposing the setting up of the Asian Monetary Fund for
fear it might undermine the IMF and therefore US he-
gemony. Fortunately, we can still talk to each other as we
are doing now. We can therefore learn from each other.
Malaysia has learnt a lot by studying other developing
countries and we stand ready to open our books to inter-
ested developing countries. We had looked East, looked at
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South Korea, Japan, Taiwan and even colonial Hong Kong
and learnt much. Africa can learn much from looking East
also.

Finally, I would like to commend the Japanese govern-
ment, the United Nations and the Global Coalition of Af-
rica for their significant contributions in organising this
conference. I hope and pray that the 3rd Asia-Africa Fo-
rum will result in greater understanding amongst us of
the challenges that lie ahead and the need for greater col-
laboration amongst the countries of our two continents.

Commentary Asia and African countries have a lot in
common. Most of the countries in Africa and Asia went
through the colonisation face: all are developing countries
looking out for ways to better the lot of their people. At in-
dependence, most of the African countries had a higher
GNP per capita than their Asian counterparts. Since inde-
pendence, the countries in Asia have surpassed their Afri-
can counterparts in terms of development and GNP As
part of their South-South cooperation that go back to the
time of the Bandung conference held in Indonesia, Africa
and Asian countries have always looked out for ways to
share experiences and ways of helping their various coun-
tries develop. The Tokyo International Con ference on Af-
rican Development (TICAD) is one of the forums, which
serves as a vehicle for the exchange of experiences.

With the convergence of information and communica-
tions technology (ICT), especially in this era of globalisa-
tion, the challenges facing Africa and Asian countries is
daunting. These countries would now have to look for
ways to face the dangers arising from changes in the pat-
terns of world trade and finance, and the arrival of the
New Economy. As it pertains to the New Economy, Dr Ma-
hathir points to some of the challenges that it would bring.
Using Amazon.com as an example, he showed how this
company, a New Economy company could sell products
over the Internet to customers and deliver it to their door-
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steps anywhere in the world using international courier
services. Amazon.com can undercut prices because it
buys in bulk and gets the best rate from competing courier
delivering companies. Even though customers would
benefit, the effect on local importers, agents and distribu-
tors as well as retailers in developing countries cannot be
emphasised enough. Most of these local entrepreneurs
would go out of business. Furthermore, the government
would earn no tax from these businesses. Its ability to un-
dertake social services as well as plan for the development
of the country could be affected. The overall effect of the
New Economy on developing countries in Africa and Asia
needs to be looked at closely.

The warning Dr Mahathir wants to share with other
developing countries is not to accept everything that is
projected in the name of globalisation, for which the infor-
mation age i1s suppose to enhance. The recent collapse of
most of the dotcoms is a testimony to the warning by Dr
Mahathir. Looking back, this warning can be described as
prophetic because it was issued before their collapse. But
the powerful message that emanates from this speech is
when Dr Mahathir calls on all Asian and African countries
to get their act together. He said, “but if we act together we
may yet be able to influence the processes, which affect us.
There are amongst the rich and powerful some sympa-
thetic elements who are either genuinely sympathetic to-
wards us or can make common cause with us for their own
vested interests. We saw this in Seattle and at the World
Economic Forum in Davos. If we work with them our clout
would be leveraged.” The message is clear. The impera-
tive for Africa and Asian countries is to work together in
this era of globalisation and ICT, They would be able to
grow and prosper if they work together or wilt and wallow
in poverty if they decide to go it alone.
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6
Transcending
the Divide

ON “Transcending the Divide,” I am re-
minded of two things: first, the story of Prophet Moses and
the Red Sea; and second, some words of Bertrand Russell.
As you all know, Prophet Moses parted the Red Sea in or-
der to safeguard his people and to eventually ensure their

freedom and prosperity. It required a miracle to pull off
that feat.

[ believe that it will require a miracle, indeed a series
of such miracles—to pull off the feat of transcending the
present global divide between the richest developed and
the poorest developing, between those at the cutting edge
of advancement and those being crushed by the weight of
poverty, between those who have so much and those who
have practically nothing at all. I would be completely sur-
prised if the gap will actually be transcended in any mean-
ingful way. To be sure, a handful of middle-income coun-

A speech delivered by Dr Mahathir Mohamad at the 2nd World

Knowledge Conference in Kuala Lumpur, Malaysia, on March 8,
2000
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tries can make the quantum leap to the informatised soci-
ety, thus to become developed countries. But it would take
a miracle to prevent a massive widening of the knowledge
and the economic gap between the rich and the poor in
the years ahead.

Bertrand Russell, in his Autobiography, writes: “Three
passions, simple but overwhelmingly strong, have gov-
erned my life: the longing for love, the search for knowl-
edge, and unbearable pity for the suffering of mankind.”

I do think I have a similar longing for love from my
wite and family. I cannot claim a similar thirst for knowl-
edge like this great philosopher of the 20th century. But I
do share his third passion, his unbearable pity for the suf-
fering of mankind, for the wretched of the earth,

I make no apologies for stressing before you one of the
great atrocities of the 20th century—which must not be
perpetrated in the 21st.

Despite all the progress made by mankind, the mas-
sive advances in the liberation and empowerment of man-
kind, there is no denying that never before in the history
of man do we see so many living in abject and absolute
poverty. It might not be out of place to remind ourselves,
even as we ponder the wondrous information instruments
and knowledge machines of today and next year, that vast
numbers of mankind have never opened the pages of the
humblest book, although the technology of printing is
more than a thousand years old. Vast numbers of mankind
are yet to make or receive their first telephone call or en-
joy the blessing of the electric bulb.

At this very moment in time, more than three thousa-
nd million human beings on this planet have to survive
and get by on US$2 a day. This is less than what you paid
for your cup of coffee in the hotel where you are staying.

Statistics show that over the last decade especially, the
developing world have begun to catch up with the devel-
oped. In many ways, the development gap has indeed
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been narrowed. In many ways, quite dramatically. But
take the so-called miracle economies of East Asia out of
the equation and you will get a different picture.

As a human being who has journeyed far and wide
over highways bustling with traffic as well as on the roads
less traveled, I have never ceased to be amazed by how
very generous poor people can be in their daily lives. I
have never ceased to be amazed by how often the poor are
willing to share what little they have. I have, at the same
time, never ceased to be amazed by how very little some of
the very rich can spare for the impoverished. I have never
ceased to be amazed by how selfish, self-centred, greedy,
avaricious, grasping and rapacious some of the very rich
ale.

Unfortunately, in our world of reality, generosity is
something that no society had a right to expect in the past.
It 1s not something that any society can expect in the pres-
ent. No generosity can be expected in the future. Unfortu-
nately for the poor and the backward, in the days ahead
the cards are even more stacked against them. This is be-
cause the information and knowledge gap between the
economic haves and have-nots is even greater than the in-
come and economic gaps between the backward and the
developed world. The poorest societies on earth are even
more starved of knowledge than they are of food. Those
who need it most have the least. Herein lies the present
tragedy and the making of a future catastrophe.

[ am not, in the humorous words of Oscar Wilde, young
enough to know everything; but I have no doubt whatso-
ever that in the years ahead, knowledge will be, dramati-
cally, a much, much greater determinant of human per-

formance in every area than at any time in the long history
of mankind.

Knowledge has always been important, of course. The
ancient Egyptians did not raise the stones for the pyra-
mids relying on the incantations to their gods. The waters
In the irrigation canals of the great Indus civilisation did
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not flow according to the laws of ignorance. Knowledge
has always been power and wealth.

But it is undeniable that we have now entered the in-
formation age, a new historical era where economics and
every other area of human life will hinge more than ever
before on the production, accumulation, distribution and
application of knowledge.

Whether we know it or not, whether we feel it or not,
whether we want it or not, the paradigm shift has already
started. There has already been a “sea change”, a phrase
from Shakespeare’s The Tempest, written 400 years ago.
Obviously this great playwright was the world’s first mul-
timedia master. Shakespeare wrote: “Of his bones are
coral made; those are pearls that were his eyes; nothing of
him that doth fade but doth suffer a sea change.”

If bones have turned to coral, if eyes have turned to
pearls, if we have already seen a sea change, we must now
prepare ourselves for an ocean change. Those who are
strong enough and empowered enough to sail on this vast
new ocean will reach shores never before dreamt of.
Those who are weak and infirm, who cannot safely sail on
this tumultuous ocean, will simply be left behind if they
are lucky. They will be dragged under if they are not.

A central part of the radical transformation that has
begun is the result of the ICT revolution, the dramatic im-
pact of information and communications technology. A
critical reason is also the breaking down of barriers and
borders and the opening of all societies to the fierce force
of global competition and global penetration. The first
revolution, the ICT revolution, is irreversible.

As for the globalisation revolution, it 1s, of course, not
new. The first globalisation revolution started more than a
hundred years ago. It culminated in what was called La
Belle Epoch. It ended with World War II. The globalisation
revolution took six decades to make a comeback. But the
comeback has been made. The second globalisation revo-
lution came into force by the end of the 1980s.
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There is today a great deal of ‘globaloney’ about
‘globalisation’, a word we so often use because we don't
quite know what we are talking about. I have no doubt
that it will be brought to an abrupt end by the multitudes
of the world if rapacious, unbridled and unconscionable
capitalism bereft of ethics, morality and caring rides
roughshod over the welfare of people.

The ‘Battle in Seattle’ was the first dramatic ‘wake-up
call’ to us all. Especially those in the globalised fairyland
would do well to wake up. Globalisation is not inevitable.
But I do believe that with cycles of ebb and flow, with the
arrival of greater sanity, balance and consideration,

globalisation will find a way to not only forge forward but
also to fast forward.

Equally clearly, in grasping the opportunities of the in-
formation age and dealing with the dangers of the infor-
mation age, we can expect no assistance, no real helping
hand from anyone. The only helping hand we can rely on
will be the one at the end of our own arm. If we are to tran-
scend the great divides, we must do it ourselves,

Just as no one can do anything to us worse than what
we can do to ourselves, no one can do for us anything bet-
ter than what we can do for ourselves. This does not mean
that we turn away from the world or that we turn the
world away from us. But it means that we understand
fully that God will help those who help themselves.

What do we need to do to help ourselves?

We must be prepared to examine every sacred cow, to
give up every preconceived notion. In the pursuit of infor-
mation, knowledge and wisdom, we must be prepared to
face reality. We must embrace change, pursue novelty, and
crave innovation. We must learn. Even harder still, we
must unlearn. We must remember to forget old ways. We
must force ourselves into new habits. We must build the
NEW processes, institutions and organisations that are
hecessary for the information age.
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Malaysia launched its march into the information age
with Vision 2020, which was enunciated in 1991, and
which struck a responsive chord in the hearts and minds
of Malaysians of all stations, creeds and political affilia-
tions. In our Vision 2020, we set the goal of becoming a
fully developed nation by 2020, the end of our second gen-
eration as an independent country. We stated our convic-
tion that ‘What we have between our ears is much more
important than what we have below our feet and around
us’. We understood fully that ‘our people are our greatest
resource’,

Vision 2020 emphasised that in the information age
which we had entered, our society must be information
rich. Vision 2020 noted that “It can be no accident that
there is today no wealthy developed country that is infor-
mation poor and no information-rich society that is poor
and undeveloped.” Vision 2020 stated that: “There was a
time when land was the most fundamental basis of pros-
perity and wealth. Then came the second wave, the age of
industrialisation. Smokestacks rose where fields were
once cultivated. Now, increasingly knowledge will not
only be the basis of power, but also prosperity.”

Vision 2020 urged that “No effort be spared in the
creation of an information-rich Malaysian society”. If Vi-
sion 2020 was the first strategic step into the information
age, Malaysia is now ready for the second step. We are
now ready for a concerted, comprehensive and committed
quantum leap which will remake Malaysian corporations
and re-invent Malaysian society. This second step will be
called ‘Strategic Initiative One’ of the 21st century.

Let me be clear about what many have called ‘the New
Economy’ and ‘the k-economy’. This is especially neces-
sary because there has been a surplus of vague words,
wonderful jargon, novelistic concepts and bombastic ver-
biage which only confound rather than clarify. Malaysia’s
‘Strategic Initiative One’, the second step on which we are
now embarked, does not mean the abandonment of our
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industrial backbone, which today contributes more than
37 per cent of our GDEB which provides 30 per cent of all
jobs.

We are amongst the most industrialised economy on
earth and we are not going to fall down the industrial lad-
der, no matter how many will try to push or pull us off. We
are also one of the most open economies in the world. We
live and we die on trade. Last year, more than 85 per cent
of our exports were manufactured goods. Although we
must dramatically enhance the quality of our industriali-
sation and ensure much higher domestic value added; al-
though we must make sure that every sector of our econ-
omy must be made world-class and globally competitive,
although the services sector must inevitably expand, al-
though we must ensure the success of the Multimedia Su-
per Corridor, spawn and build the world-class multimedia
sector, the basic structure of the Malaysian economy will
not be fundamentally altered in the short and medium
term. But through the shift to the k-economy, where the
knowledge content and the knowledge contribution will
see aquantum leap in every area, the Malaysian economy
and Malaysia's society will not be quite the same again.

In the Budget presented in October last year, the gov-
ernment explicitly stressed that it was necessary to ensure
a paradigm shift: a fundamental move from the
production-driven economy to the knowledge-driven
economy. A fundamental shift from the p-economy to the
k-economy. The Malaysian government has now started
the process of drafting the K-Economy Master Plan.

By the end of September this year, we will adopt a Na-
tional Strategic Plan. Many of the vital measures that will
need to be taken will be incorporated in the budget to be
presented in October this year. A series of concrete Plans
of Action in Key Strategic Areas will be completed within
a year. The whole process of national consultation, brain-
storming, drafting and national mobilisation should be
completed within 18 months from this day.
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Our K-Economy Master Plan will not be drafted by the
best and brightest, cloistered behind closed doors. The k-
economy, the maximum application of knowledge to every
Malaysian economic and business endeavour in every
economic sector, is not an elitist process but one involving
every Malaysian from the teacher in the classroom to his
pupil, to his fisherman father and housewife mother, to
the driver who drives the school bus, to the mechanic who
maintains it, to the engineer who designs the vehicle, to
the entrepreneur who owns the company, to his secretary,
the janitor and the chairman of the Board. In order for us
to succeed with the paradigm shift to the k-economy, all
Malaysians, including the young of the Wawasan genera-
tion, will have to be fully involved.

The K-Economy Master Plan must be a master plan
for the entire nation and a personal master plan for every
citizen. It must belong to and be owned by all Malaysians.
This is why in the process ofdrafting it, all segments of
Malaysian society must participate. Before a full national
consensus is reached, a thousand ideas must contend and
a hundred flowers must bloom.

I do not know if those responsible for the K-Economy
Master Plan will consult me. In case they do not, let me
throw in my two cents worth. Let me set out some of the
things that we in Malaysia must do in the hours, days,
weeks, months and years ahead in order for us to transit,
body and soul, to the k-economy.

Vision 2020 says that “Malaysia has one of the best
education systems in the Third World. But for the journey
that we must make over our second generation, new stan-
dards have to be set and new results achieved.” Vision
2020 also says that “We cannot but aspire to the highest
standards with regard to the skills of our people, to their
devotion to knowledge and knowledge upgrading and
self-improvement, to their language competence.” These

words are even more relevant today than in the early
1990s.
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We must build on these commitments which we have
made to ourselves and to our people. We must build on the
good habits and institutions. But we must be prepared to
question basic assumptions. While we must live and work
in serene surroundings we must never forget that we gain
more by investing on the passion and the capabilities of
the human members, the librarian, technical assistant, as-
sistant lecturers, lecturers, associate professors and pro-
fessors—of the faculty. A good university is a centre for
great learning, and not just a congregation of marvelous
buildings surrounded by marvelous scenery.

When we make the massive investments which we
must make at the tertiary level, we cannot afford to ne-
glect in the very least the primary level where the founda-

tion for learning is laid and where there is a much much
bigger bang for the buck.

Malaysia fortunately has a comparatively smaller
problem with regard to the brain drain than the vast ma-
Jority of developing countries. We must bring outstanding
Malaysians who have matured elsewhere back to their
country. But equally importantly, in the days ahead, we
must reach out to the four corners of the world to ensure a
massive brain gain, an infusion of men and women of ex-
traordinary talent, creativity, knowledge, skill and other
capabilities. They must range from bakers to bankers,
from chefs to computer whiz kids, from managers to musi-

cians, from inventors to investors. We must take them
wherever they are from.

The time is not far when we must set the target of re-
ducing the number of foreign workers in this country by
100,000 a year, reducing the number of the unskilled, low-
knowledge-workers by 95,000 annually whilst enriching
our economy and society at the same time through an an-
nual infusion of 5,000 extraordinary world citizens of ex-
traordinary talent, extraordinary creativity, extraordinary
knowledge, extraordinary skill and extraordinary net-
working and other capabilities.
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The whole area of human capital is critical to our per-
formance and global competitiveness. But much, much
more needs to be done.

For the information age and the k-economy, we must
have a first-rate national media system. The Internet and
other IT innovations must be a large and critical part of
this national media system. But let me stress that newspa-
pers and magazines and books remain important. Broad-
casting and narrowcasting television and radio remain ex.
tremely important. They all remain important. Indeed
they will be even more important in the information age
and the k-economy future, even though increasingly they
will be accessed through the Internet.

This country must most seriously enhance the produc-
tion and supply of information, knowledge and wisdom
and assure their accessibility to all our people in every
area of work.

We must work hard on the demand side, always mak-
Ing sure that we ensure the needed priority with regard to
access. Functional literacy must be broadened to all, in-
cluding the very old. We must aim for 100 per cent basic IT
literacy. We must vigorously build on our language skills
whether it be in English or Arabic, Malay or Mandarin,
Tamil, Thai or Tagalog.

There will of course be need for reform in the private
and public sector. The ancient and hallowed ‘sulit syn-
drome’ must be done away with. The traditional ‘Great In-
formation Hoard’, which operates within the corporation,
the university, the civil service quite understandable in an
information and accessibility poor environment, which
makes knowledge that extra important and therefore that

extra valuable, to be coveted, hidden and hoarded must be
killed.

The private and public sector will need to operate ac-
cording to new rules of transparency, new regulations for
disclosure, new processes of corporate and public sector
governance.
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All the while, we must make sure that the short- and
long-term social effects are fully understood and proac-
tively responded to and that equity and social Justice are
never neglected. All this has of course to take place within
a context of massive technological innovation and expan-
S10TI1.

At the beginning of this address, I talked about two
great divides. The great divide between the economically
rich and the materially poor of this earth and the great di-
vide between the information and knowledge rich and the
information and knowledge poor of the world. Please let
me end with a few words on the third great divide: the
great divide within all our societies between those who are
iInformation and knowledge empowered and those who
are information and knowledge disenfranchised.

In many countries this is the most urgent issue to ad-
dress, the most difficult and the most critical for no society
can move forward as a cohesive social community if the
vast majority are left behind. A country that cannot ad-
vance the vast majority cannot sustain the welfare of the
vanguard minority, no matter how talented that minority,
no matter how brilliant their capabilities and how great
their accomplishments.

We cannot afford and we must not afford the shameful
waste of the talents and the contribution of a disenfran-
chised underclass. We cannot afford and we must not af-
ford the rage and the social disharmony. We cannot afford
and we must not afford the political costs.

In all our societies, we must ensure not only that as
many as possible get onto the information superhighway
but also that none are left by the wayside, to throw stones
or hand grenades at the vehicles speeding past.

The information age that is upon us holds out the
promise of a new world of shared prosperity, a global ren-
aissance. At the same time, it also holds out the danger of
economic exploitation, societal devastation and a new era
of imperialism and colonialism.
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For the sake of the world, I pray that we truly can
bridge the economic and development gap, the informa-
tion and knowledge gap and the great divide within. I pray
that we can summon not only the information, not only
the knowledge, but also the wisdom to choose the right
road. Those who are in the forefront of the information
age should help us all find that road and to Inspire us all
Into making that journey.

Commentary The global digital divide is wide and grow-
ing wider by the day, with an Impending devastating im-
pact for many countries in the developing world. In no un-
certain terms, it can be likened to a Sphinx. For those who
are not familiar with the mythology of the Sphinx as re-
counted by ancient Greeks, it was a monster which had a
woman'’s head, a lioness's body, a serpent’s tail and an ea-
gle's wings. A description of the Sphinx already makes it
fearful. But what it could do and did that made it danger-
ous. According to Greek mythology, it waylaid travellers
Journeying to the city of Thebes. The Sphinx would usu-
ally stop each traveller and pose them this riddle: “What
creature walks on four legs in the morning, on two at noon
and on three in the evening?” All were usually killed be-
cause they were unable to solve the riddle. No one could
solve the riddle until one day when Cedipus, son of the
king of Thebes, finally answered it. The Sphinx then
threw itself from its rocky perch to its death.

In a similar vein, the global digital divide, a modern-
day Sphinx in my opinion is going to “kill” all in the devel-
oping world, so to speak, if they do not find or give the cor-
rect answer in solving the riddle of the digital divide.

Dr Mahathir's speech “Transcending the Divide”
starts out by pointing out that developing countries would
need a miracle Lo transcend the present global digital di-
vide. He gives an example of how Prophet Moses led his
people out of Egypt across the Red Sea, a miracle. But
how commonplace are such miracles today? Those who
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beheve in miracles will swear by such possibilities; but in
the case of the digital divide according to Dr Mahathir, “It
will require a series of miracles like that performed by
prophet Moses. The crushing impact on those who are al-
ready weighed down by poverty cannot be emphasised
enough. Quoting the English philosopher Bertrand Rus.-
sell, Dr Mahathir shares his laments with those suffering
from unbearable poverty, those who subsist on less than
US$2 a day, who have never opened the pages of a book,
let alone a computer.

This philosophical musings of Dr Mahathir is to point
to the severity of the digital divide. Much as the poverty
gap has been a problem that development economist have
grappled with for decades, the digital divide promises to
be worse. The poorest societies of the world, most in the
South, who need knowledge the most would be the most,
starved a present tragedy, a possible future catastrophe.
The reasons are obvious, because in the information age
of which digitisation is the key, every aspect of human ex-
Istence and survival would hinge on the production, accu-
mulation and application of knowledge. Thus if poor so-
cieties are preoccupied with “the politics of the belly,”
would they have the need for the hard and software that
would link them to the information superhighway? That
would be the lowest on their scale of preference.

So who is going to help these poor societies transcend
this digital divide? Sadly, most of the developed countries
that have advanced so much in this area are also the least
generous. The cost to narrow the digital divide is so huge
that national incomes of most developing countries would
not suffice. That is why Dr Mahathir’s observation that we
would need a “series of miracles” is in order. More so, the
'mportance of digitisation in this era is of enormous im-
portance. Today, the production of goods, accumulation of
wealth and many aspects of our human existence now
hinges on digitisation. Despite the digital divide, develop-
Ing countries have no choice but to be part of this revolu-
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tion. Itis an irreversible revolution. This thus poses a di-
lemma for developing countries. How can they pull them-
selves up by their bootstraps when they do not have any
boots?

Dr Mahathir urges developing countries not to wallow
in the delusion that help is forthcoming from somewhere.
He adds, “The only helping hand we can rely on will be
the one at the end of our own arm. If we are to transcend
the great divide, we must do it ourselves.” Dr Mahathir
continues, “We must be prepared to examine every sacred
cow, to give up every preconceived notion. ... we must be
prepared to face reality. We must embrace change, pursue
novelty, and crave innovation. We must learn. Even harder
still, we must unlearn, We must remember to forget old
ways. We must force ourselves into new habits. We must
build the new processes, institutions and organisations
that are necessary for the information age.” Only then can
developing countries stand a fighting chance to transcend
the digital divide. At the same time, countries in the devel-
oping world must develop workable solutions to move ma.
Jority of the populace into the digital age. Malaysia's effort
in this direction cannot be emphasised enough. It is from
such experience that Dr Mahathir is sharing his knowl-
edge and that of Malaysia with other developing countries
especially through the smart-partnership concept to help
them bridge the digital divide.
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Human Resource Development
in the 21st Century

IT is most heartening that the Kansai
Economic Federation (Kankeiren) has chosen to celebrate
the 20th anniversary of the Kankeiren Asean Manage-
ment Seminar in two Asean countries, Thailand and Ma-
laysia. We in Malaysia are especially pleased that
Kankeiren has opted for Kuala Lumpur as the venue for
the Commemorative Symposium with communication
satellite linkup with Bangkok and Osaka.

This technological achievement is truly a sign of the
times. And the times are all too clear—a new year, a new
century, a new millennium. Even though Osaka is one
hour ahead of Kuala Lumpur and Bangkok is an hour be-
hind us—you see how Kuala Lumpur is always agreeable
to taking the middle road, to playing the role as the bal-
ance in matters large or small. Indeed, modern marvels of
technology sometimes make our time differences irrele-

A speech delivered by Dr Mahathir Mohamad at the 20th Anni-
versary of the Kankeiren (Kansai Economic Federation) Asean

Management Seminarin Kuala Lumpur, Malaysia, on March 2,
2000
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vant. We meet here and communicate across borders with
Bangkok and Osaka in real time.

On behalf of Malaysians and our Asean neighbours, |
wish to congratulate Kankeiren for having had the fore-
sight as early as 20 years ago to inaugurate the first
Kankeiren Asean Management seminarin 1980. It is good
indeed to see that Kansai people have the same vision as
Malaysians!

It is clear that for the past 20 years of Asean’s 33 years
of existence, Kankeiren and its research organisation, the
Pacific Research Exchange Center (PREX) have con-
ducted annual seminars focusing on a very essential in-
gredient for national development. I am referring to the
critical area of human resources development.

For the past 20 years, PREX has organised human re-
sources development seminars for hundreds of trainees
from the Asean countries. As Asean expanded from five to
six, and then from seven to nine and eventually 10 mem-
bers, PREX accordingly increased the intake to accom-
modate the new members. Not only were management
seminars held in Osaka, they were also organised in indi-
vidual Asean countries so that more locals could benefit
from the training programmes—all funded by PREX.

Over the past two decades, national PREX Alumni As-
soclations have emerged in the Asean region providing a
good network amongst themselves and with PREX in the
Kansai region of Japan. Here in Malaysia, the PREX
Alumni has nearly 130 members.

While it is true that Asean countries have benefited
greatly from PREX's programmes, it is also commendable
that the management seminars and other human re-
sources development programmes are held in Osaka and
other countries throughout the world, for example in Rus-
sia, China, Central Asia, and Eastern Europe and Africa. It
speaks well of Japan that Kankeiren has been imparting
management skills and assisting the developing econo-
mies in their transition from centrally-planned to market
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economies. To date, PREX has trained approximately
1.400 persons in Japan from 53 countries and organised
numerous training programmes outside J apan involving
about 3,300 participants. I heartily congratulate you on
this notable achievement.

It has become clear as we enter the new century that,
with globalisation and the information technology revolu-
tion underway, emerging economies have to meet the
great need for capacity building in terms of human re-
sources. The challenge of the k-economy (knowledge-
based economy), driven overwhelmingly by information
and technical know-how, confronting the Malaysian and
other Asean economies must be met head-on if we are to
remain competitive. Only with k-economy in place can
these countries enhance their capability for value-added
productivity, Therefore, not only will it be necessary to
provide training for top management, it will also be im-
perative to fill the huge gap in the availability of mid-level
and lower level knowledge-skilled personnel. It is only
when we succeed in systematically upgrading the quality
of our labour can we attain higher economic productivity.
Kankeiren and PREX can indeed play a positive role in
helping transform the Asean economies into knowledge-
propelled economies.

Along with the Japanese government’s Official Devel-
opment Assistance (ODA), the Japanese private sector has
also had a long experience of involvement in the develop-
ment of the Asean economies. As is well-known, trade and
Investments by J apanese companies in Asean countries
have increased enormously since Asean was established
33 years ago. Still for the regional emerging economies,
there is a great need for Japan to open its doors wider to
absorb more products from Southeast Asia. As Asia’s lead-
Ing economy, we look to J apan to assume a natural leading
role by facilitating our access to its market. It 1s under-
standable that in the last decade of economic downturn
Japan was unable to be an engine of growth for the re-
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gional economies by increasing imports from Asean. How-
ever, we hope that with its economy demonstrating con-
crete signs of recovery, Japanese companies will assist the
Southeast Asian manufacturers by increasing imports
into the Japanese market.

For developing economies looking to Japan (like Ma-
laysia with its Look East Policy), the role of the small and
medium industries (SMIs) in Japan’s industrialisation
process has been exemplary as well as legendary. Al-
though many Japanese SMIs have already come to South-
east Asia, we feel that many more are still needed to assist
the budding SMIs in Malaysia, Thailand, Vietnam and
other Asean countries to enhance their capacity building
through skills training and technology transfer. While
PREX has conducted training programmes for SMIs,
Kankeiren with a membership of about 850 major corpo-
rations and organisations in the Kansai region of Japan
could encourage more of the Japanese SMIs to assist
those in Southeast Asia by setting up joint ventures with
Asean partners. These are critical areas where Japan can
strengthen relationships with Asean countries.

Commentary One of the important challenges of moving
towards a knowledge-based economy for countries in
Asean is that of having the adequate human resources.
Without the adequate human resources or knowledge-
workers, it would be impossible for Malaysia and indeed
countries in Asean, if they were to attain their goals of be-
coming knowledge-based economies by the year 2020 and
beyond. Most countries in Asean have thus invested re-
sources to develop their human resource capabilities,
Such efforts are laudable but still need to be compli-
mented with resources from bilateral efforts and non-
governmental organisations in the region. One of the or-
ganisations which have contributed to this effort is
Kankeiren, a Japanese organisation with membership of
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about 850 major corporations and organisations in the
Kansai region of Japan.

Through its research organ, the Pacific Research Ex-
change Centre (PREX), it has conducted annual seminars
focusing on human resource development for participants
from Asean countries. It's numerous management semi-
nars and human resource development programmes have
contributed immensely in helping the transformation of
Asean economies into knowledge-based economies. The
importance of this effort cannot be emphasised enough.
With information and communications technology (ICT)
leading the way in the knowledge-based economy era,
competencies in those areas need to be enhanced if Asean
countries are to remain competitive, The imperative to
train the requisite management, mid-level and lower-level
knowledge-workers for the k-economy is inevitable. The
role Kankeiren and PREX are playing in this effort is
laudable. Yet, much needs to be done. The door is opened
to other organisations that are willing to help in this effort.
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8
Sharing the Fruits
of Globalisation

THIS 10th United Nations Conference
on Trade and Development (UNCTAD) is timely in the
light of recent developments impacting the global econ-
omy, particularly of developing countries. It provides an
excellent occasion for us to take stock of the lessons and
experiences of the past and to look forward to new ideas
and new programmes to meet the developmental needs of
the 21st century. The theme of this conference is most ap-
propriate as we all want to see the benefit of globalisation
being shared by all including the developing countries.

Looking back at the last few decades, I cannot but ac-
knowledge that it has been a time of significant changes
for developing countries. For many of us, managing our
own destiny is new. Our experience with development,
therefore, has been comparatively limited. A number of us

A speech delivered by Dr Mahathir Mohamad at the plenary
session of the 10th United Nations Conference on Trade and De-

velopment (UNCTAD X) in Bangkok, Thailand, on February 12,
2000
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have achieved some measure of success 1n economic de-
velopment, but there are many which have yet to achieve
any significant progress.

Many of us have on our own undertaken liberalisation
measures by opening our markets to trade and invest-
ment, evolving our institutional and regulatory systems,
orientating our economies to external challenges and
eventually welcoming globalisation, in the hope of benefit-
ing from the opportunities afforded by this process.

These developments have occurred against a back-
drop of changes over which we have little control. Political
stability, natural and human resources, capital and invest-
ment, were once the only ingredients in the formula for
development. But today technological advances, border-
less flows of capital and the advent of a knowledge-based
economy have complicated the development equation. We
are not certain we can deal with this new complex envi-
ronment which changes even as we try to adjust to them.
And because we are not so competent in dealing with
these, our development have been and will be affected ad-
versely.

What we do know is that the path to development has
never been easy even at the best of times. Despite our ef-
forts we see rising inequality between developed and de-
veloping countries, with continued high levels of poverty
and unequal and inequitable benefits from globalisation.
We see increasing uncertainty of the global economic en-
vironment. We see greater marginalisation as a result of
the globalisation process. And we see growing inadequacy
of global institutions to dea] with developmental prob-
lems.

Income inequity is growing. There are growing diver-
gences between the incomes of the richer group of coun-
tries and the poorest. The major developed countries have
GDP per capita over US$25,000 while the poorest have as
little as US$100. It seems that the benefits of international
trade and investments have been unequally shared
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amongst countries. The current belief by the global com.-
munity, that countries must embrace liberalisation and
adopt global rules and development would then follow,
have not been proved correct. It would seem that the cur-
rent practices in trade and investments are not capable of
distributing wealth equitably.

The instability in the global financial system has also
adversely affected us. Just two years ago, a number of
East Asian economies were badly affected by a severe fi-
nancial crisis. Although there is recovery now but the
global financial system continues to be characterised by
volatile capital flows and excessive speculative activities of
the hedge funds and highly leveraged institutions (HLIs).
Developing countries continue to remain vulnerable to
another crisis unless reforms to the international financial
system are undertaken.

Meanwhile the affected economies, including Malay-
sia, have undertaken strong economic measures and insti-
tuted financial reforms to address weaknesses that have
emerged and to restore confidence in the economy. Al-
though in the initial stages Malaysia found it necessary to
tollow the advice of the IME, we had to abandon the IMF
prescription because things actually got worse faster. We
noticed that the IMF approach of high interest rates and
tight liquidity, far from reviving confidence, led to a severe
contraction of the real economy and an overhang of debts.

We were thus compelled to adopt and implement
measures consistent with our domestic circumstances in
order to address the issues of economic recovery. These
measures although unorthodox, have helped to put the
tconomy on a path to recovery. We relaxed fiscal policy, re-
duced interest rates and imposed selective exchange con-
trols to eliminate the internationalisation of the ringgit
and regulate volatile short-term portfolio flows. No con-
trols were imposed on movement of funds for interna-
tional trade settlements and foreign direct investments
(FDIs). These are free to come in and leave the country at
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any time. The controls brought about sustained stability
which enabled us to take various measures to bring about
the ongoing broad-based economic recovery.

As a recalcitrant and heretic | would like to insist that
the affected economies of East Asla were practising the
right economic policies, which enabled them to enjoy high
rates of growth. Current account deficits and bank bor-
rowings which were on the high side, are to be expected,
given the openness of these economies and their high rate
of economic growth. Some beljeve that periodic financial
crises may be a small price to pay for the development re-
sulting from liberalisation and globalisation. But is it
really necessary to have financial crises every now and
then, especially the severe kinds which affected the East
Asian tigers and dragons? Cannot we have liberalisation
and globalisation with less disruption for economies
which are as yet not too resilient? I think we can if we are
not too rigid in our thinking about globalisation and liber-
alisation and our tolerance of abuses of the system.

Itis disappointing that the international community
cannot think of any other solution to the crisis in East Asia
except to call for improvements in transparency and gov-
ernance. The argument is that lack of transparency and
accountability makes it difficult for markets to function
well. And when the players in the market feel uncomfort-
able they just pull out, regardless of the consequences to
the countries which had in the past given them good re-
turns. Cannot there be other ways of responding to the
discomfort? It seems that the international community is
now more concerned to avoid periodic crisis and has set
up various committees and working groups to study these
and to suggest a new architecture for the international
monetary system. This include the setting up of the Finan-
cial Stability Forum and the G20

But Malaysia remains pessimistic on the outcome, The
membership of the G20 seems to make it heavily influ-
enced by the views of developed countries. We hope the
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G20 agenda will not be limited to promoting information
exchange and coordination amongst national authorities,
international institutions and international regulatory or
relevant expert groupings. In our view, central to the issue
of reform of the international financial system is the need
to address the volatility of capital flows, particularly
through direct regulation of hedge funds and HL]s.

We are also concerned that although much discussion
has taken place, and agreement reached on certain spe-
cific Issues, implementation details have yet to emerge, We
recognise that some progress has been made to add ress
the issue of transparency and disclosure as well as indirect
regulation of market players. But even in these areas we
are yet to see concrete measures. Until and unless there js
areshaping of the international financial architecture, we
can expect the global economic system to remain inher-
ently unstable and this would not be conducive to further
development, particularly for the developing economies.

While some countries have adjusted and benefited
from the liberalisation and globalisation process, many
because of their low level of development have not man-
aged to get a share in the benefits of globalisation. In the
context of the present environment, capital flows have
been channelled to where the returns are highest, and not
where capital is most urgently needed to uplift the level of
development. Considering that we place such faith in
market forces, this is only to be expected.

Furthermore, the benefits resulting from the rules-
based multilateral trading system as embodied in the
WTO, have not been equally distributed amongst all coun-
tries. Tariff reductions in industrial and agricultural prod-
ucts, as well as improved trading rules are of little conse-
quence to these countries, if the products of export inter-
estto them are not granted market access. Commodity ex-
ports, the mainstay of many developing economies, con-
tinue to experience severe declines in their terms of trade.
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Existing international infrastructure is inadequate to
deal effectively with the developmental problems and cri-
ses. The international institutional machinery, comprising
the United Nations, the IMF and the World Bank, have not
been able to cope with the challenges confronting the de-
veloping world. The Asian financial crisis has clearly
shown the inability of the developed world and the inter-
national institutions to respond to crises and the effects of
contagion.

Poverty and unequal distribution of wealth have re-
sulted in security and social problems. And they are likely
to continue to do soin the developing countries, in par-
ticular. We must be sincere and earnest in finding solu-
tions, solutions that can realise the ful] economic potential
of developing economies, and to reduce si gnificantly the
problems of poverty, hunger, ill health, aids, illiteracy and
gender discrimination.

The responsibility to address the issue of development
i1s a collective one. Developed countries must play an ac-
tive role in assisting countries affected by these problems.
However, developing countries must accept that we too
have to do our bit to ensure that sustainable growth and
prosperity can be attained.

First, developing countries must continue to enhance
domestic resilience and capacity. We must continue to in-
vest in human resource development, to be equipped with
the skills and knowledge to cope with a rapidly changing
world dominated by technological innovations and ad-
vances. Investment in education with emphasis on science
and technology must be given priority. Attention must be
given to strengthening domestic institutions and the
framework of laws, rules and regulations to ensure resil-
ience in the face of challenges posed by globalisation.

Second, apart from the efforts of developing countries,
industrial countries also have a special responsibility to fa-
cilitate this process, by assisting developing countries gain
access to knowledge, ideas and inventions, which must be

80




MAHATHIR MOHAMAD

made available at a reasonable price. Intellectual property
must be protected but consideration must be given to the
needs of the poor. By all means profit from the intellectual
rights but make those who can afford pay more while re-
ducing the profit from the poor.

The new millennium will continue to witness rapid ad-
vances in information technology, which will have wide-
ranging implications on developing countries. The Inter-
net has become a force of tremendous potential. Those
who can see the usage it can be put to will gain tremen-
dously. Those who are still dazed by the ease of access to
information, to the market and to people in general will
Just stare at the screen while their little businesses get pul-
verised by the amazing dotcoms. By the time they awake
to the potential it may be too late. UNCTAD could under-
take a set of programmes to promote better understand-
ing and capacity building in this area.

Third, all countries must work together to manage the
globalisation process for our mutual benefit. The trading
regime under the WTO can bring both benefits and chal-
lenges. In the context of trade liberalisation, greater flexi-
bility must be given to developing countries for a wide va-
riety of options and responses to deal with the complexi-
ties of development and nation-building.

This aspect and the special situation of developing
countries are often not given adequate and appropriate
treatment in trade liberalisation negotiations. Developing
countries cannot and should not be expected to undertake
obligations at similar levels as developed countries. Mar-
ket opening measures expected of developing countries
must be commensurate with the level of development,
The principle of progressive liberalisation must not only
be an integral element of any WTO trade liberalisation ini-
Liative, but must be fully recognised by all.

Fourth, to be able to manage the pace and direction of
liberalisation and globalisation, developing countries
must be allowed to effectively participate in the decision
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making process in all international institutions. Interna-
tional institutions must have the mechanisms to allow the
views of all to be heard. The decision making process must
be transparent and must reflect not just the views of big
business and big governments but those of the threatened
small business and small governments as well. The recent
WTO Ministerial Conference in Seattle clearly demon-
strated the need to involve even the NGOs in the decision
making process. It is time that the relevant NGOs be given
a proper forum to air their views. Street demonstrations
can serve as a wake-up call but their usefulness is quite
l[imited.

Honestly, I am worried and frightened at the prepara-
tions being made by corporations in certain industries
and business activities in order to take advantage of liber-
alisation and globalisation. I am referring to the mergers
and acquisitions which are making big corporations even
bigger. Now many of these corporations are financially
more powerful than medium-sized countries. While we
welcome their collaboration with our local companies, we
fear that if they are allowed into our countries uncondi-
tionally they may swallow up all our businesses.

A situation of worldwide oligopoly seems already to be
emerging. If market forces are allowed free play then oli-
gopolies may end up as monopolies. I believe that the gen-
eral consensus is that monopolies are unhealthy. Can it be
possible that a corporation is not a monopoly in its coun-
try of domicile but a monopoly in the rest of the world? In
such a case whose laws will apply? And if we restrain
them would we be accused of not subscribing to globalisa-
tion and liberalisation?

Clearly, UNCTAD X has a big agenda before it. If you
want to make globalisation an effective instrument for the
development of all countries and people, it is imperative
that you take serious notice of the fears felt by the devel-
oping countries about what is happening to the world’s
economy, the world's financial system in this era of inter-
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dependence and globalisation. You have also to let the de-
veloping countries have a say in the interpretation and
shaping of the new forces that are being unleashed by a
globalised world where policies and practices are to be
standardised so as to facilitate trade and investments.

We must not forget that UNCTAD is not just about
trade. It is also very much about development and devel-
opment is the particular need of developing countries.
Other fora are already exclusively concerned with trade.
UNCTAD is one of the few concerned with development
and because of that it is extremely important to the devel-
opIng countries.

I am confident that the deliberations during this Con-
ference will result in concrete outcomes that will set a new
direction for development, in terms of a new development
strategy that embodies elements that would enable devel-
oping countries, in particular, to meet the challenges of
the 21st century. UNCTAD must assume a leading role in
achieving this objective.

Commentary The United Nations General Assembly
meeting of October 24, 1970 passed a resolution 2626
(XXV)which stated that, “the ultimate objective of devel-
opment must be to bring about a sustained improvement
in the well-being of the individual and bestow benefits on
all. If undue privileges, extremes of wealth and social in-
Justices persist, then development fails in the essential
purpose.” Many developing countries had attained their
political independence from their former colonial mas-
lers, yet their economic independence eludes them. The
economic divide between the developed and developing
nations is growing wider by the day and it is being exacer-
bated by globalisation. We are also witnessing rapid ad-
vances In technology whizzing by with dizzying speeds.
These advances are leaving in their wake a borderless
world, rapid flows of capital in and out of an economy and
4 knowledge-based economy, to mention just a few.

83

{ & py=snnanm [y :‘ﬁ:rﬁ



MAHATHIR MOHAMAD

Most developing countries struggling to meet the basic
needs of their people also have to deal with these rapid
changes. Unfortunately, most of them are unable to cope.
The impact on their development efforts cannot be em-
phasised. Yet, these countries are being pontificated to
about the benefits of globalisation. One would then like to
ask; does globalisation’s benefits acerue to all? This was
the theme of the plenary session of UNCTAD X in Bang-
kok, Thailand. Dr Mahathir's answer is appropriate here.
He said, “despite our efforts we see rising inequality be-
tween developed and developing countries, with contin-
ued high levels of poverty and unequal and inequitable
benefits from globalisation. We see increasing uncertainty
of the global economic environment. We see greater mar-
ginalisation as a result of the globalisation process. And
we see growing inadequacy of global institutions to deal
with developmental problems.” There are so many of
these problems elaborated on in the speech. Rather than
dwelling on such problems lets look at the solutions pro-
posed by Dr Mahathir to develop and developing coun-
tries as well.

Developing countries according to Dr Mahathir must
continue to enhance their domestic resilience and capac-
ity. Thus, they must continue to invest in human resource
development, education and the strengthening of domes-
tic institutions and laws to enable them to face the chal-
lenges of globalisation. Furthermore, to compliment the
efforts of developing countries, developed countries must
facilitate this process through assistance to developing
countries to enable them gain access to knowledge, ideas
and inventions. Basically, Dr Mahathir is speaking to the
tact that intellectual property rights, the currency of the
knowledge-based economy in the form of know-how and
know-what is the new barrier to the development of devel-
oping countries. The call for developed countries to assist
developing countries in accessing knowledge is in no way
saying that they should not profit from their intellectual
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property rights. Far from that, it is a call to make those
who can afford to pay more with the poor in developing
countries paying what they can afford. Finally, developing
countries must work together to be able to benefit from
globalisation. To try to go it alone would be a mistake as
there are many complexities in the globalisation process.
Having said that, international organisations like UNC-
TAD has a bigger role to play to help developing countries
benefit from globalisation. First, UNCTAD must listen to
the concerns and take notice of the fears of developing
countries as it pertains to globalisation. Second, they must
be given the opportunity in international fora to address
some of the pressing issues of globalisation that would af-
fect their people and countries. They must be part of the
process that is going to shape their futures.
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Mimos’s Role in
Malaysia’s Move Towards a
Knowledge-based Economy

THE Malaysian Institute of Microelec-
tronic Systems (Mimos) and I go back a long, long way. So
long in fact that I was actually present at its conception.
And given that kind of relationship, I fully expect to be in-
vited to happy occasions such as this one. My involvement
with Mimos began in August 1984 when a young academic
came to see me about creating an R&D institute in mi-
croelectronics.

Back in those days, the Malaysian electronics industry
was as Malaysian as Disneyland. Although it was physi-
cally located in Malaysia, Malaysians were just the kaki
tangan or the arms and legs required to churn out those
foreign products. Much to our irritation, Malaysian em-
ployees were not even allowed to create simple software.
Everything had to come from overseas.

The solution was for Malaysia to conduct her own re-
search into microelectronics. The technology would then

A speech delivered. by Dr Mahathir Mohamad at the official visit
to Mimos in Malaysia on November 1, 1999
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belong to us, and no one would be able to tell us what we
could or couldn’t do. For the very first time, Malaysia
would design and manufacture its own microprocessors.

The rest, as they say, is history. Although with an ar-
ganisation like Mimos, perhaps [ should also say that the
best was yet to come.

Fifteen years later, we are gathered to celebrate Mi-
mos’s third anniversary as a corporate body. And of course I
this is also a wonderful opportunity to thank the various
organisations that have helped to make this early example
of “Malaysia Boleh™ a success. I

Without the support of various government agencies
Mimos would never have survived—Ilet alone thrived. I
would like to thank colleagues and officials for seeing the
potential in Mimos and Malaysia, and working so hard to
realise both. The Minister of Finance then agreed to allo-
cate RMS5 million—a princely sum indeed.

The private sector too has been immensely help-
ful—so much so that many of the programmes organised
by the National Information Technology Council (NITC)
could not have succeeded without your help. Thank you
for your vote of confidence. [ sincerely hope you will con-
tinue to give Mimos the financial and moral support it
needs to give all Malaysians access to the benefits of infor-
mation and communications technology (ICT).

Finally, I must thank a very special group of public and
private sector individuals: Mimos’s Board of Directors.
Thank you for introducing the systems and processes that
this ex-government agency lacked. Your contributions will
continue to be essential in ensuring Mimos's credibility
and, indeed, efficiency as a corporation.

Going back to the future, I would like to spend some
time considering Mimos's value to the nation. We are, af-
ter all, fully entitled to do so. Fifteen years ago, I played
the role of venture capitalist on behalf of the Malaysian
government. And all of us here are stakeholders in this in-
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stitution by virtue of the taxes that end up with the Minis-
try of Finance—Mimos's shareholder.

Right from the beginning, Mimos demonstrated its
prescience by identifying the most significant ICT trends.
More importantly, this young organisation had the confi-
dence to act on its foresight. There was, so I've been told,
no sihir involved, no crystal ball. Nevertheless, Mimos
seemed to “get it” and get it right.

Take the Internet, for instance. In the 1980s, the Inter-
net was still a geek’s gizmo. However, the geeks at Mimos
decided it was going to be big, very big, and immediately
set about creating RangKom, an early manifestation of
Jaring.

Of course, they were right. But to those of us back in
the dark ages of ICT, they must have appeared like Noah
of old, building his ark in defiance of so-called common 1
sense. Today, the Internet has over 196 million subscribers :
and the figure is growing exponentially. The flood has ar-
rived and thanks to Mimos, Malaysia is equipped to navi-
gate these uncharted waters.

But Mimos isn’t just about geeks with a gift for
fortune-telling. It's also about the ability to see beyond the
technology to the people who will be affected by it.

In the early 1990s, Mimos was asked to lead IT policy
development through the NITC. Before long, your CEO
was back in my office asking me to chair the council, I
must admit I was most unwilling: I was already chairing
more committees than | cared to remember, Actually I
was scared to display my ignorance of the subject, But he
was not easily deterred. After explaining that ICT was go-
Ing to transform society as we knew it, he concluded with
a challenge no patriot could resist; “If you really want to
see this transformation take place in the way we envision
our future development, then you are the only person who
can chair the NITC.”

-
L5

T g -I"-Pd.-1
w» i

L]



MAHATHIR MOHAMAD

What could I do but agree. With trepidation but in-
stantly. Leading Malaysia into the e-world wasn’t some-
thing that came naturally to me. I knew little about ICT:
even less than I'm supposed to know about economics and
finance.

However, I have always believed that anyone can learn
new tricks. In fact, according to certain quarters, I'm now
rather an expert in these matters. If you need proof, just
consider this: I have already introduced my own terminol-
ogy to this dynamic field—the word “de-confuse”. It's a
very useful term to use when dealing with geeks. You can |
use it to interrupt lengthy explanations, as in “Please de-
confuse me.” Orif that doesn’t work, you can always try, “I |
asked you to de-confuse me but I'm still confused.”

In the mid-1990s it became evident that Malaysia
would not achieve Vision 2020 by relying on industrialisa-
tion. We had to find a different route.

The answer to our dilemma was ICT, but ICT in what
form? Most people assumed that Malaysia would just fol-
low the leaders. But in this warp-speed environment, the
leaders don't have all the answers, They don't even have
all the questions.

The second option was to bury our heads in the sand
and hope that all this bothersome technology would some-
how disappear.

With the help of Mimos and other consultants, Malay-
sia did it her way. To almost universal acclaim, we created
this huge experiment called the Multimedia Super Corri-
dor or MSC. Today, the MSC is on track to become the
best incubator in the planet for high-technology busi-
nesses; a special greenfield environment where compa-
nies from all over the world will be able to collaborate in
new ways and reap the rich rewards of the information
age.

Of course, the recent economic crisis gave our critics
the opportunity to wet blanket our enthusiasm. But I have
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always welcomed criticism from unfriendly quarters: I
take it as a sign that I must be doing something right. In-
deed, if you think through the issues, the MSC is the only
way forward for a country such as ours. Countries that
drag their feet in developing the new information high-
ways will also tend to become backwaters of economie ac-
tivity.

[ mention Mimos's involvement with the MSC for a
reason. As the government’s highest-level ICT think-tank,
Mimos often works behind the scenes, accomplishing its
mandate quietly but effectively. Publicity per se is not on E
Mimos’s agenda. Helping Malaysia be the best she can 5
through ICT is.

Many people think Mimos isn’t interested in profit. -B
That is nonsense. Mimos is vitally interested in “ |
profit—but not for itself. As a mission-driven R&D institu- h
tion, Mimos's mandate embraces nothing less than the :
“profitability” of an entire nation: the achievement of Vi-

sion 2020 through the social and economic opportunities
of ICT.

The question then is, “Is Mimos succeeding?” I believe
the answer is “Yes"”. Today, experts tell me that the MSC
has put Malaysia on course for a tripling of our GDP by
2020. I won't be around to see this happen. But I sincerely
hope that Mimos will.

In Malaysia, we believe in ensuring access and equity
for all. We also believe that technology makes a wretched
master but an excellent tool. It is important that we use
ICT wisely, according to our values and culture. And the
only way to ensure both access and appropriateness is to
take charge of technology development ourselves.

Take the continued Western domination of the media
for instance. We could have resigned ourselves to the fact
that kancils don't stand a ghost of a chance against the ga-
Jahs of this world. We could have Just ignored them and
gone our own way.
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The other option, of course, would have been to fight it
out. I don'’t believe in running away from fights—but I am
a little choosy when it comes to picking my opponents.
There is wisdom in avoiding wrestling with pigs: the pig
enjoys it and you both get filthy.

However, with the advent of J aring, Malaysians are
now explaining Malaysia to the world. By enabling access
and equity, we have also given Malaysia her voice—the
voice of her citizens.

R&:D is most crucial in today’s knowledge-based econ-
omy. Organisations like Mimos, which exist to develop
technologies that benefit all Malaysians, must be sup-
ported. This kind of state intervention is anathema to
many. But as the progress of ICT has shown, the state, not
the innovative entrepreneur in his garage, was the initia-
tor of the information technology revolution. How else but
by state intervention can we expect to accelerate techno-
logical modernisation and change the fate of our economy
In just a few years?

Right now, the culmination of Vision 2020 is less than
twenty years away. Through organisations like Mimos, the
Multimedia Development Corporation (MDC), and the
support of all Malaysians, we will transform ourselves into
an informed society, totally equipped to enjoy a quality of
life our grandparents could never even have imagined.

The government will therefore continue to support
Mimos. Not because Mimos needs help, but because Ma-
laysia does.

In return for that support, I would like to see Mimos
and the MDC working together to help a brave new breed
of entrepreneurs: the cyberpreneurs or netrepreneurs.
Think of Mimos as our Starship Enterprise, the flagship of
a fleet of cyberbusinesses. The flag it carries is nothing
less than the national consciousness for the knowledge so-
ciety and knowledge-based industries.
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But more than that, this mother ship will actively en-
courage these fragile cybercraft. It will share its expertise,
thereby giving cyberpreneurs the confidence to go where
no businessman or woman has gone. And it will always be
on standby to help its fleet establish new colonies in cyber-
space.

In the 1400s, Leonardo da Vinci imagined—as
sketches in his notebook—aeroplanes, helicopters and
parachutes. But as we all know, it took centuries for these
conceptions to become products. In da Vinci’s time the

gulf between the probable and the possible was just too
vast.

Now all that has changed. Today's 21st-century cyber- i
preneur is limited only by his imagination. Until quite re- 3]
cently, human beings could only hope to control physical '
space, the everyday world of atoms. At the dawn of the "
new millennium, our span of control is almost limitless. -
Using cyberspace—which literally means the virtual
space of control—we can track and influence events on
the other side of the globe.

In the new knowledge-based economy (or k-economy),
a person who relies only on the physical space of control
will be as handicapped as a man with only one leg. Torun
with the best, you need to use both dimensions.

Mimos is here to encourage Malaysian Leonardo da
Vincis who want to make their mark in cyberspace. It is
here to help you realise your ambitions. It is here to help
make things happen for you.

As with the Starship Enterprise, the idea is to create a
self-supporting system that promotes everyone’s exis-
tence. As a government-funded institution, Mimos is not
in the business of competition but of cooperation. It is
here to develop a web of interdependent, mutually-
supportive cyberbusinesses working on the frontiers of
the k-economy.

E
&
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[ look to Mimos to act as the catalyst for this kind of
large-scale cooperation. To do this, you will have to con-
vince others to dream with you so that your vision of “a
better tomorrow” becomes a Malaysian reality.

Congratulations, Mimos, on your third anniversary as
a corporate entity. May you use your powers wisely to help
Malaysia enter the e-world. You already have a good track
record. All we ask is that you continue amazing us.

Commentary Malaysia’s effort at moving towards a
knowledge-based economy cannot be described as a unij-
lateral effort on the part any single organisation in the
country. It is a concerted effort on the part of numerous
organisations in both the public and private sectors, One
such important organisation is Mimos. It was the support
of a brilliant idea by the Malaysian government as well as
the private sector that saw the success of Mimos today.
Amongst the many successes of Mimos, the most obvious
1s the creation of RangKom., transformed today to Jaring,
which allows many Malaysians to access the Internet. The
role of the Internet in Malaysia’s effort to transit to the
knowledge-based economy cannot be emphasised
enough. Thanks to Mimos, Malaysia today has more than
a highting chance,

Indeed, if Malaysians are to move away from the role
of kaki tangan that they were regarded in its early indus-
trialisation years to being the pegawai, then efforts like
Mimos must be supported by the government. There are
those who may hold the view that the private sector
should be the catalyst of any such move. Even though
such an argument is convincing, it falls flat on its face as it
pertains to environments in developing countries like Ma-
laysia where capital markets are not well developed, as it
s the case in developed countries to fund such high-tech
ventures. Besides, the capital requirements for starting an
ICT organisation like Mimos can be prohibitive and with
the fast advancements in ICT technologies, shouldering
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the recurrent cost to update technologies usually make it
unattractive to the private sector. It then points to the is-
sues of the proverbial market failure that most economists
talk about. The government then is the best candidate for
such a task. Most of the national laboratories in the United
States that have turned out innovative products in use to-
day had their start through government funding. Mimos
should not be different in this regard.

Mimos has also played an important role as an 1ICT
consultant to the government in setting up the Multime-
dia Super Corridor (MSC). The MSC, which has been
mentioned in some of the previous commentaries in this
book, 1s going to play an indispensable role in moving Ma-
laysia towards a knowledge-based economy. Indeed, as
the ICT consultant to the government, Mimos would help
the government realise its Vision 2020. Dr Mahathir be-
heves that Mimos would also contribute in the areas of
ICT research and development, a crucial part in Malay-
sla’s effort to move towards a knowledge-based economy.
Mimos would also contribute through its collaboration
with the Multimedia Development Corporation (MDC)
and other organisations to develop cyberpreneurs and
netpreneurs who would be independent and mutually
supportive of each other to move Malaysia to another
frontier of the knowledge-based economy. Dr Mahathir
putsit best when he said that Mimos can be regarded as
“our Starship Enterprise, the flagship of a fleet of cyber-
businesses. The flag it carries is nothing less than the na-
tional consciousness for the knowledge society and the
knowledge-based industries.” This profound statement
by Dr Mahathir says it all. It would therefore be prudent
tor the government to continue to support Mimos and
other similar organisations because of the benefits that
would accrue to the country. Finally, Mimos cannot afford
to rest on its oars. To do that would be tantamount to com-
placency, and complacency, as we all know, is the surefire
recipe for failure. Mimos must therefore note that they
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have only won the battle but the war is still on. With rapid

advances in ICT, they would fall by the roadside if they be-
come complacent because of their current achievements.
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Small and Medium Industries:
Critical Components of Industrial
Growth and Development

# "'I'\I'F-Iil

MALAYSIA has come out of the woods
after undergoing an economic turmoil to an unprece-
dented degree. Malaysia's so-called unconventional meas-
ures and strategies in addressing our economic crises
were severely criticised by the international financial in-
stitutions and so-called experts. But these measures have
proven to be appropriate and effective, for overcoming
our financial problems and economic fundamentals.

Whilst the economy was put to the ‘test’, confidence
from the private sector including foreign direct investors,
remained high. This is evidenced by the continued inflow
of foreign direct investments (FDIs) into the country’s
manufacturing sector, even at the time when the country
was registering negative growth. These are the real inves-
tors who know the actual situation of the country and who
have taken a long-term view of the country’s fundamen-
tals and potentials. Therefore, existing foreign investors

A speech delivered by Dr Mahathir Mohamad at the opening
ceremony of the SMIDEC Annual SMI Showcase 1999 in Ku?l
Lumpur, Malaysia, on October 18, 1999
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remain committed to their investments and have in fact
continued to expand and diversify their operations into
higher technology and more value added, including R&D
activities.,

These are the type of FDIs which we are interested in
attracting into the main economic sectors of the country
and these are the investors whom we like to work with, in
advancing further our industrialisation programme. This
is because developments in these sectors will determine
the long-term economic growth and sustainability of the
country, as they contribute greatly to the GDE to exports,
employment, technological and skills development, devel-
opment of small and medium industries (SMIs), which are
all eritical components of a country’s industrial develop-
ment.

The SMI sector assumes an important role in deepen-
ing and broadening the country’s industrial base through
the supply of essential parts and components, and related
services to the large companies and MNCs. SMIs having
strong linkages with domestic economy are also training
ground for the development and nurturing of entrepre-
neurial skills. This sector has also been recognised as a ve-
hicle for developing Malaysian-owned companies and

Malaysian-owned brandnames and designs (OBM and
ODM).

The theme chosen for this showcase, “Forging Ahead
in Challenging Times,” is both apt and timely as the coun-
try recovers from the economic crisis, and is set to forge
ahead towards the next millennium. SMI sector being the
backbone to the economy need to bolster their perform-

ance and profile in order to meet the challenges of the
New Economy.

Rapid globalisation of the world economy presents un-
precedented challenges as well as opportunities for Ma-
laysian companies, in particular the SMIs. To survive and
thrive in such a volatile global marketplace, SMIs must be
prepared to change—change in the mindset and change
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in the way of doing business as well as the manner with
which business is conducted. If the success of doing any
business today is determined by one’s flexibility, adapt-
ability, responsiveness to changing market requirements,
doing business in the next century is about making
changes in ‘real time’ made possible with the application
of information and communications technology (ICT).

The economic downturn has been a bitter lesson to
many of our domestic companies, especially the SMIs.
The resilient and the competitive came out of the ‘test’
leaner and in better shape to face competition. However,
SMI companies need to realise that in future there are dif-
ferent sets of challenges to be encountered and companies
must quickly acquire the innovative and entrepreneurial
skills to transform these challenges into opportunities.

Our economy in keeping with the trend is gradually
transforming itself into a knowledge-based economy (k-
economy) in which brain power rather than brawn will be
the determining competitive advantage. In a k-economy,
where the main activities are focused on the high value
added and knowledge-based activities such as product
and process designing, product/process development and
improvement, innovation and other R&D activities, size
and scale of operation do not matter as much as before.
Both large and small companies stand almost equal
chance of achieving success. Indeed, it has been proven by
many success stories of breakthroughs in technology, soft-
ware designs and development made by companies or en-
‘repreneurs who started very humbly and very small.
Therefore domestic SMIs should consider going into more
and more of this type of skill and knowledge-intensive
business activities where the start-up cost is also low.

With the extensive application of ICT by our own com-
panies, the outreach of Malaysian-made products and
services can be extended to the global market, even
though they are intended initially to serve the domestic
market. Through e-commerce, products of SMIs can not
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only reach the markets abroad faster but also at lower
costs. At the same time, it is the power of ICT that has
given the challenges of globalisation the true meaning of
doing business in a borderless world.

Against this backdrop, our local SMIs must rise up to
face the challenges and changes that are taking place even
while we are in this hall. Products produced today must
not only meet the needs and taste of domestic market but
should also adapt to consumers in differing markets. What
this implies is that SMIs need to shift their focus from be-
Ing production oriented to market oriented.

Fundamental to achieving market acceptance and
penetration is of course quality and competitiveness. At
the very outset products and services must be able to meet
the rapid changes in international standards and require-
ments in terms of price, quality, delivery and costs. To be
able to do this, SMIs should strive to acquire new tech-
nologies and upgrade skills in core competencies critical
to achieving manufacturing excellence. SMIs also need to
acquire new capabilities and new skills in order to be able
to produce essential parts and components to compete
with the best in the market.

Over time, Malaysian SMIs must graduate from pro-
ducing lower-end components and parts, to becoming
global suppliers of higher value-added intermediate prod-
ucts. For Malaysian SMIs, this graduation from domestic
to becoming global suppliers should be achieved as a mat-
ter of logical progression. The global networking of
Malaysia-based MNCs should be fully capitalised to gain
access into the international procurement market.

With the assistance of Matrade the showcase this year
has attracted several foreign-buying missions, representa-
tives from international procurement offices (IPOs) from
Singapore and Hong Kong as well as other foreign trade
visitors. These trade visitors will also take part in the busi-
ness matching sessions with companies participating in
the showcase.
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To further strengthen this year’s event, an Asean
Matchmaking Workshop to foster linkages and joint ven-
tures between large companies and SMIs is held back-to-
back with the showcase. The workshop provides an ave-
nue for those involved to meet, discuss and share experi-
ences in developing SMIs through establishing smart
business partnerships and joint ventures. The networking
and linkages established will contribute towards strength-
ening Asean economic architecture, turning the region

once again into the most competitive growth area in this
region.

Commentary The importance of small and medium in-
dustries (SMIs) in the growth and development of Malay-
sia cannot be emphasised enough. SMIs contribute = sub-
stantial amount to the total GDP of Malaysia. Hence, it
would be safe to say that they are the backbone of the Ma-
laysian economy. The main thrust of this speech by Dr Ma-
hathir Mohamad is to emphasise the importance of SMIs
and how they must shape up so as to be able to compete in
the impending knowledge-based economy. The 1997-98

cconomic downturn is drawn upon to serve as a lesson for
Malaysian SMIs.

Malaysian SMIs are therefore urged to acquire the
requisite innovative and entrepreneurial skills to trane-
form the challenges of the knowledge-based economy into
Opportunities. These opportunities would not happen
based upon empty wishes, It requires a dedication on the
part of Malaysian SMIs to invest in R&D to develop inno-
vative products to enable them to compete effectively in
the impending knowledge-based economy. It also requires
perseverance and the willingness to stay the course. The
good part is that in a knowledge-based economy, competi-
tive advantage is not determined by a firrm's size but its in-
novative products.

Like some who may not be informed about the Impor-
tance of Malaysian SMIs might ask, why 80 much noise
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about SMIs? To this section of the populace, there is the
need to elaborate on three major important roles of Ma-
laysian SMIs drawn from the speech. First, Malaysian
SMIs play an important role in deepening and broadening
the country’s industrial base. This is attained through the
supply of intermediate goods and services to multina-
tional corporations (MNCs) and larger companies. Sec-
ond, Malaysian SMIs serve as a training ground for entre-
preneurs and act as a sphere where Malaysian entrepre-
neurs can “cut their teeth,” so to speak, or acquire essen-
tial skills. Finally, the SMI sector in the country is the
source of the evolving of brandnames and designs for the
country and the region as a whole in the global market-
place. Once a brand is accepted around the world, it can
command a sizeable market share as well as a following in
the marketplace. The returns on investment to the said
company, the provision of long-term employment to the
citizens of Malaysia as well as the taxes that would be paid
by the SMI as well as its employees to the government
cannot be emphasised enough.

The advantages to Malaysian SMIs that are able to
produce innovative and competitive products are numer-
ous. Information and communications technology, a main
feature of the knowledge-based economy can enable these
SMIs to reach a more diversified and international market
beyond their domestic market, around the clock with lim-
ited constraints of distance, especially through e-
commerce. The challenge, according to Dr Mahathir, is for
these SMIs to move from producing low-end components
to higher end, value-added intermediate products, which
must meet global standards in terms of price, quality and
delivery. But producing innovative products is not at-
tained by words alone, but by deeds. Malaysian SMIs
must therefore invest in R&D. Most rely on off-the-shelf
technologies from developed countries. This serves as a
disadvantage to these SMIs, First, they would have to pay
rent to the owner of the patent as long as they use the
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technology. Second, they are unable to compete with
other SMlIs, especially those from developed countries, in
the global marketplace because of the innovative products
the latter has to offer. Hence Malaysia's SMIs must heed
Dr Mahathir’s challenge of investing in R&D to produce

high-end, value-added innovative products for the global
marketplace.

Yet the crux of the matter for Malaysia’s SMIs is that
the production of innovative products is not an end it it-
self. Dr Mahathir observes that if Malaysian SMIs are to y
be successful in the knowledge-based economy, they can-
not be tunnel-visioned and inflexible; rather, they must be
flexible, adaptable and responsive to changing market re-
quirements and should be willing to make changes in
“real time.” The products of these SMIs must have a
broad appeal to both domestic and global markets and
this can be done because ICT have afforded low start-up
cost and the ability to reach many more consumers today
than before.

Having elaborated on the advantages that ICT can of-
fer Malaysian SMIs, they are now challenged to acquire
new technologies and the requisite skill sets and
knowledge-workers to enable them to produce competi-
tive goods and services for the global marketplace. The
Malaysian government’s support of SMIs to attain this
goal cannot be emphasised enough. Further help in going
international for most Malaysian SMIs is through the as-
sistance offered by Matrade. Dr Mahathir has sounded the
clarion call to Malaysian SMIs about the arrival of the
knowledge-based economy and the challenges it poses.
He has also elaborated on the numerous benefits the
knowledge-based economy can offer. It is now up to Ma-
laysian SMIs to seize such an opportunity by equipping
themselves to benefit from the knowledge-based econ-
omy.
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Forces that will Shape
Our Common Digital Future

CEBIT '98 is one of the world’s largest
and most prestigious information technology (IT) fairs,
where companies from all over the world gather to show-
case all the latest innovations and technologies. Being
somewhat of a technology buff myself, I am looking for-
ward to visiting the pavilions, as well as meeting the lead-
ing players in the German IT and multi media industry.

Three main elements have brought mankind to the
threshold of the information age—rapid advances in
global communications, the Internet and convergence of
technologies. The Internet has matured substantially, not
only as a major communications tool and source of infor-
mation, but as the medium for electronic commerce. Over
the years, it has evolved in terms of size, global reach and
accessibility. Researchers have estimated that in 1997,
there were 54 million Internet users worldwide, while

A speech delivered by Dr Mahathir Mohamad at the MSC Inves-
tors Conference in conjunction with CEBIT '98 in Germany, on
March 20, 1998
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Internet services constituted a US$35 billion market. De-
mand is expected to grow rapidly, with not only mass-
market penetration of the Internet continuing, but the
adoption of a diversity of services within the Internet are
also growing.

Advances in global communications, too, has led us to
new frontiers in the borderless world. In the past, tele-
communications services were linked to a specific infra-
structure. Today, voice, date and video services can be
transmitted at very high speeds, over any kind of net-
work—fixed, wireless, satellite or a combination of these.
With the convergence of technologies, telecommunica-
tions, media and IT companies are now able to offer new
services outside their traditional business sectors. The
convergence of technologies is also driving the conver- °
gence of industries into a common ‘electronic business
system’ with functionalities that facilitate borderless busi-
nesses.

Needless to say, information technology, which is the
foundation of the new digital economy, is moving literally
with the speed of light. The magnitude and impact of the
growth has far-reaching implications, opening up endless
opportunities and undreamed of options for businesses to
explore. I would like to share with you some of my
thoughts about the forces that will shape our common
digital future—the promise it holds and the strategic re-
sponse we in Malaysia are making to take advantage of
that promise.

In Malaysia, we have taken a pragmatic approach to
enter the information age. We realised that an IT agenda is
the sine qua non to realising our goal of becoming a fully-
developed nation by 2020. Studies have shown that in or-
der to reach fully-developed-nation status, our annual
growth rate must average 7 per cent a year until 2020. It is
expected that the manufacturing sector’s contribution to
the GDP will peak at around 38 per cent by the year 2005.
We thus need a second engine of growth for the economy.
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We believe that this will come from a thriving IT and mul-
timedia industry which will, in turn, fuel productivity in
other industrial sectors.

Amongst others, our IT agenda outlines various strate-
gies which will help us become a knowledge society
through the development of people, infrastructure and
applications. We have started building the foundation to
support this knowledge society, and this is in the form of
the MSC, which is our first major investment for the fu-
ture. This will primarily be the vehicle for our country’s
entry into the information age.

The MSC is not just a physical location, or just another
industrial or technology park—and it is not a far eastern
imitation of the Silicon Valley—it represents a new para-
digm in the creation of value for the information age. The
MSC is envisioned to be a high-tech testbed that will allow
companies to explore multimedia technologies without
any limitations. It aspires to be a global centre for the ap-
plications and testing of leading-edge IT advances and
discoveries.

This may seem somewhat audacious on the part of a
small developing country. We are the first to admit that we
are only just taking our first steps into the complex and so-
phisticated world of multimedia—but we can provide an
ideal environment for technology to flourish. In fact, being
a developing country helps. We offer a greenfield site, un-
encumbered by industrial practices and legacies or en-
trenched interests—a site dedicated to the full application
of IT in the new age electronic commerce.

We have before us the example of Britain and the
United States, one fathered the Industrial Revolution,
while the other brought it to its full development. America
was then one huge greenfield site—providing the opti-
mum conditions for technology and business to flourish,
to fulfill the promise of industrialisation. We have taken
this as a model. In a modest way, we too hope to assume a
catalytic role. Our task will be to create an ideal environ-
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ment for IT and multimedia, one which will encompass
the physical, economic, regulatory and policy framework
that will unleash the creative dynamics for innovation and
advances in this field.

For a country like Malaysia, which is far less developed
in terms of the multimedia, this will demand one giant
technological leap. We have a lot to learn. This is not some-
thing which we can embark on our own. For that reason
we turn to you and others like you. We can onlydoitin
mutually beneficial partnership with world-class compa-
nies from all around the globe. At the same time, we hope
to help our own IT and multimedia companies become
world-class over time, It is a smart relationship that will
hopefully lead to the development of many, new and inno-
vative multimedia products and services in the future. We
invite you to bring your high-tech operations, your R&D,
your IT know-how to experiment and to try on your own
or alongside Malaysian companies in the MSC. In order to
create this multimedia haven, we need a cross section of
telecommunications companies, content providers, and
software developers.

The MSC will be a ‘web’ of collaboratin g companies in
the IT field—a multicultural web of mu tually dependent
international and Malaysian companies collaborating to
deliver new products and new services across an eco-
nomically vibrant Asia and beyond. And like a spider, it
will weave ever more intricate webs of relationships and
Create synergies amongst partici pating companies. Such a
web could be the new model of development for the infor-
mation age.

We have already promoted our vision of this multime-
dia haven in Hollywood, Silicon Valley, the United King-
dom, Japan and Canada, where it received a heartening
response. We have special reasons to hope that more
European companies will soon be represented in the
MSC, along with our other distinguished pioneers.
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Siemens, which has been in Malaysia for a long time
and 1s now one of its leading corporate players, is already
involved in the MSC. Its chairman, Dr Heinrich von
Pierer, sits on the MSC’s International Advisory Panel set
up to counsel Malaysia on the development of the MSC,
together with other leading IT players from around the
world. The Multimedia Development Corporation, which
oversees the development of the MSC, is currently evalu-
ating a few MSC-status applications from German compa-
nies, and are talking to several more during this visit. Sev-
eral site visits have also been planned.

We see a lot of strengths in the German IT industry
which will facilitate its expansion and globalisation ef-
forts. It is now as well-positioned as the largest market for
information products and services in Europe. It also has
many strengths in the telecommunications sector, having
the largest digital network in the world, the latest technol-
Ogy in mobile communications, the largest telecommuni-

cations company in Europe and the second largest in the
world after AT&T.

Yours is a country renowned for technological innova-
tions, and we look to you for technological transfers. How-
ever, whilst continuing to rely on the transfer of technol-
Ogy, we are getting even more ambitious. We do not want
to be just passive recipients, but active partici pants—and
with the help of people like yourselves, we have set our-
selves the goal of developing new technologies indigenous
to Malaysia, specifically, we are hoping to attract R&D op-
erations. We want to be part of the industry’s world wide
endeavour to develop intelligent multimedia solutions to
manage today’s exploding range of information options.
Hopefully when the world gets the next generation of
high-tech start ups, Malaysia would be there.

We look forward to expanding our business links with
you. In particular, we commend to you the ample business
Opportunities presented by the MSC. What we are propos-
Ing is a smart partnership. It is presented not just as an ex-

108



MAHATHIR MOHAMAD

citing and innovative idea, but as a carefully conceived
and sound business proposition.

In physical terms, the MSC is a relatively large area of
15-by-50km. By concentrating IT and multimedia opera-
tions in one dedicated area, a very special environment
can be created, facilitated and more efficiently managed.
The MSC begins at the Petronas twin towers, currently
two of the world’s tallest buildings. It runs south down to
the new Kuala Lumpur International Airport, which
when it opens in June this year, will be the most advanced
in the Asia-Pacific region and will become a regional com-
munications hub.

Two futuristic intelligent cities—Putrajaya and Cyber-
jaya—will form the nuclei of the MSC. Putrajaya is the
country’s new administrative capital; the other is a cyber-
city—a haven for IT companies providing operational
quarters for multinationals to direct their worldwide
manufacturing and marketing activities in multimedia, as
well as their production and marketing of multimedia
products and services.

It 1s not easy to describe in a few words the wide-
ranging concept of the MSC. It will be purpose-built with
the intent to provide a fertile base for business to focus
their unique skills and resources to develop the new age
communications industry. It will have to incorporate
many technologies, as well as a technology-oriented and
business-focused setting. We hope the closeness of the
companies to one another will enable a strong collabora-
tive environment to be created that will encourage link-
ages. But we are not just talking buildings, facilities and
systems. The idea is to provide both the physical and the
psychological space for creativity. We see the MSC as a
place of enquiry and of intellectual curiosity. The concept
s not new. The Cavendish Laboratory at Cambridge is
Just such an assembly of scientific intelligences. It has pro-
duced some of the world’s greatest physicists. The MSC,
being more business oriented, will be developing the prac-
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tical applications of the multimedia for commerce and to
meet the business and personal needs of the 21st century
knowledge-worker. It will be a global testbed where new
technologies can be spawned and tried out.

Putrajaya, the new administrative centre will be a test-
bed for the electronic government—providing companies
with the opportunity to provide and validate a near-
paperless bureaucracy under the conditions of a real gov-
ernment environment. Social research will be in-
cluded—testing the implications for society of instant un-
limited information.

Cyberjaya will provide the physical setting—7,000 hec-
tares of lush green tropical forest, palm oil plantations and
rolling countryside. Much of the green space will be pre-
served. The Malaysian government will provide the incen-
tives, groundbreaking cyberlaws, business-friendly poli-
cies and regulations. The private sector, it is hoped, will
seize the entrepreneurial opportunity.

To test out this vision, we convened the first meeting of
the International Advisory Panel for the MSC at Stanford
University in California. Industry leaders of worldwide re-
pute, subjected the proposal to the most stringent evalua-
tion. We are talking of people like Jim Barksdale of
Netscape, Bill Gates of Microsoft, Scott McNealy of Sun
Microsystems, and many others. They gave it an enthusi-
astic thumbs-up. This, I feel, is due mainly to the fact that
in addition to its intrinsic merit, we were serious about re-
moving the outdated obstacles that Industrial Age poli-
cies, laws, practices and attitudes had posed for them. The
panel met again last month for the second time at the
MSC headquarters in Cyberjaya. Progress was evaluated
and the next forward steps were recommended. Various
cross-border issues, especially those pertaining to elec-
tronic commerce, were also discussed. The members were
impressed with the progress to date, and re-affirmed their
support and confidence.
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Work is already well underway at the MSC and is one
year ahead of schedule. The ‘hard’ infrastructure is being
put into place on a fast-track basis. Response has been be-
yond our expectations and to date, we have given MSC-
status accreditation to 110 companies, out of which 84 are
already in operation. We have, since April last year, re-
ceived a total of 180 applications for MSC status, out of
which 34 per cent are from foreign companies, 43 per cent
from Malaysian companies, and 23 per cent from joint
ventures between Malaysian and foreign companies.
Twelve per cent of the applications from foreign compa-
nies are European.

Barely a year since we first launched the MSC, we are
already beginning to see the value created from the infor-
mation age business. MDC statistics on the MSC-status
companies show increased investment in high value-
added activities, with revenue to investment ratio of ap-
proximately three to one. For all the companies which
have applied for MSC status, the combined revenue pro-
jected by the fifth year of operations is around RM13 bil-
lion, while projected profit for the same period is close to
RMS billion. This is on the back of an investment of
around RM4 billion. There are also signs showing the for-
mation of new services-based industry clusters, specifi-
cally in software development, content creation, anima-
tion and broadcasting, and telecommunications.

Additionally, based on all the MSC applications re-
ceived, knowledge-worker requirement by the fifth year
of operations stands in excess of 23,000. Recognising this
need, we have recently extended MSC-status accredita-
tion to institutions of higher learning as one of the meas-
ures to help fulfil the companies’ human resource needs.

However, we see the ‘soft’ infrastructure as the area
where we probably need to innovate most. The Malaysian
government, always business-friendly and accustomed to
dealing with foreign investors, promises to be even more
friendly to the people of the MSC:
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* Knowledge-workers who fall within the category
of special guests will get in and out of the Corridor
without hassle or delay, with multiple entry visas;

¢ Wewillallow 100 per cent ownership of companies
and unrestricted employment of knowledge-
workers from abroad:

* Incentives are generous with tax holidays of up to
10 years;

« We will not censor the Internet, but, of course, if
you download and distribute certain undesirable
or illegal material (pornography, for example), you
will be subjected to the usual laws of the country;

» Companies will find a breath of fresh air coursing
through the regulatory system. Bureaucratic pro-
cedures will be reduced to a minimum. Official re-
quirements will be few and approvals expedited
for work permit applications;

* Aone-stop agency system will streamline the en-
tire process, handled by the Multimedia Develop-
ment Corporation, to whom all your enquiries
should be directed. This is where you obtain any
official sanctions you may need;

* We have dispensed with the traditional and often
cumbersome tenders in favour of ‘concept propos-
als’, again simplifying the whole procedure.

We recognised early on the importance of intellectual
property rights and the need for a special category of cy-
berlaws. The Multimedia Convergence Act 1997, already
on the statute book, is designed to support companies en-
gaged in electronic commerce and to resolve some of the
issues due to the convergence of the communications,
computing and broadcasting industries.

Cyberlaws already tabled in the House take the regu-
latory and legislative controls further than any tried bef-
ore—a brave attempt to deal with computer crimes, illegal
access, commercial espionage and theft, methods of vali-
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dating digital signatures and computer transactions, to-
gether with a host of other protections not covered by ex-
isting laws. We realise at the same time that cyberlaws for
new usages of multimedia as well as new technologies will
pose fresh problems. But there is sufficient legal frame-
work already in place to raise the comfort level of would-
be investors and to make Malaysia a regional leader in in-
tellectual property protection.

At the same time, we realise that a concern of the pri-
vate sector is that the government does not always under-
stand the reality of operating a business on the ground, in
terms of operating conditions and constraints. In Malay-
sia, we have a highly developed process of consultation
with private enterprise which was built into the develop-
ment of the MSC from the outset. MSC-status companies
have direct access to me, as chairman of the MSC Imple-
mentation Council and the International Advisory Panel,
and to the deputy prime minister who heads the Founders
Council.

All that remains is a forward look. Phase II of the MSC
project will see the Corridor linked to other cities in Ma-
laysia and around the world. By then, we expect in excess
of 250 companies within the MSC. By the year 2020, the
entire country will be a Multimedia Super Corridor with a
total of at least 12 intelligent cities linked to the global in-
formation superhighway and thus becoming a link to all
the other intelligent cities worldwide. MSC participants
will have risen to 500 world-class enterprises.

It will even have a Cyber Court of Justice. And in
terms of social concern, we hope that in addition to it be-
Ing a testbed for new technologies it will help to develop
and influence the new culture of global information, grap-
pling as we must with the conflict between control and li-
cence and offsetting the adverse social effects of a massive

unremitting onslaught of instant, uncensored informa-
tion,
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What we are offering may not be new in technological
terms but we believe that this initiative is organised on a
scale and is of a comprehensiveness hitherto unrivalled.
When we invite you to participate, it is first as a matter of
collective self-interest. Quite simply, we think it 1s a good
deal for all, for you and for us.

We therefore invite you to be with us as we seek to
catch the dawn of the 21st century.

Commentary The empire builders and titans of wealth of _
the 19th and 20th centuries, the J. Pierpont Morgans, the °
Andrew Carnegies, the John D. Rockefellers and the Du-

ponts, made their wealth in “Old Economy"” industries

such as oll, steel, railways, real estate and chemicals, to

mention just a few. Today, the empire builders and titans

of wealth are people like Bill Gates, Scott McNealy, Larry

Ellison and Steve Case, just to mention a few. The source

of their wealth is in the “New Economy” industries. This

has been made possible by rapid advances in information

and communications technologies. Such technologies are

changing the way we live, just like how the automobile

changed forever the way we use to live. ICT is also chang-

ing the way we work and do business. One of the places to

showcase the latest innovative gadgets in information and
communications technologies is at the annual CeBIT

show held in Germany. CeBIT '98 presented the opportu-

nity for Dr Mahathir Mohamad to offer an official invita-

tion for German IT and multimedia companies to invest in

the Multimedia Super Corridor.

ae_ .
e

Some may ask, why should Malaysia bother with mov-
Ing its people into a knowledge-bhased economy? Why
should the government bother with the MSC? After all,
Malaysia has attained phenomenal growth and has trans-
formed itself from a rubber and tin exporter to that of elec-
tronics and manufactured goods. In the process, it created
a certain quality of life for its people, which is the envy of
other developing countries. Such an observation is true
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but the advances in ICT have far-reaching implications on
the growth and development efforts of countries in this
new millennium. If Malaysia is to continue growing and
maintaining its current standard of living for its people, it
must embrace the digital economy. To prepare for such a
digital future, the Malaysian government, under the lead-
ership of Dr Mahathir, has developed some strategic re-
sponses. One of the boldest of such responses is the Multi-
media Super Corridor (MSC), an effort to create a
knowledge-based society and to be able to support this
knowledge society. The MSC is thus seen as the vehicle
that would carry the country into the information age.

By physical size it is huge. It stretches from the Kuala
Lumpur International Airport (KLIA) to the Petronas
twin towers (the tallest buildings in the world at the mo-
ment of writing). It represents, in Dr Mahathir’s words. “a
new paradigm in the creation of value for the information
age.” As a high-tech testbed for new applications, it would
allow Malaysian as well as global companies to test their
leading-edge discoveries in the corridor. Malaysia believes
that it cannot go it alone, it is thus inviting world-class
companies to collaborate with it in this endeavour It sees
the role of Germany, especially German IT and multime-
dia firms, in this aspect as indispensable, This is because
Germany has positioned itself as one of the largest mar-
kets for IT in Europe. It has one of the largest digital net-
works in the world as well as the largest mobile communi-
cations networks. Mention should also be made that it has
one of the largest telecommunications company in
Europe. The important role Germany can play in the
growth efforts of the MSC cannot therefore be empha-
sised enough. It is with this view that Dr Mahathir is invit-
ing German companies to be part of this effort. Malaysia
hopes to learn from Germany and hopes it would transfer
some of its technology to the country. Would Malaysians
be just passive recipients of such technologies? Definitely
not. As Dr Mahathir has mentioned, Malaysian companies
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would work in collaboration with world-class companies
in the MSC, thus they would be active participants in the
effort to create indigenous technologies for Malaysia and
to move the country in the process into the digital era.

To speed up the process for companies to set up in the
MSC, the Malaysian government has made it easier for in-
vestors to move 1n and out of the corridor. It has thus des-
ignated all knowledge-workers in the Corridor as special
guests; hence the entry to and exit out of the country
would be without hassle. Second, the government would
allow 100 per cent ownership of companies and the unre-
stricted employment of knowledge-workers from abroad.
Third, a generous incentive system of tax holidays ofupto
10 years would be offered to foreign companies which lo-
cate in the corridor and the Multimedia Development
Corporation would be a one-stop agency to streamline the
entire process. The government is also addressing the is-
sue of intellectual property rights and have developed
new cyberlaws to keep up with the digital era. The impor-
tance of all these efforts as it pertains to the success of the
MSC cannot be emphasised enough. The challenge would
be to effectively monitor these efforts and cyberlaws and
their implementation for they are going to form one of the
cornerstones on which the success of the Corridor would
depend.
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The Multimedia Super Corridor
and the Growth of Electronic
Commerce

A DISCUSSION on electronic commu-
nities in Asia could not be timelier with the rapid advance
of the ‘digital economy’, where electronic commerce or e-
commerce will most certainly play an ever increasing role. I
am pleased that some of the members of the International
Advisory Panel (IAP) for the Multimedia Super Corridor
(MSC)—representing some of the best minds on the

topic—are able to take time off to contribute to this discus-
S101.

The convergence of technologies is forcing the conver-
gence of industries through a common ‘electronic busi-
ness system’ which promotes and facilitates borderless
businesses. Although still in its infancy, e-commerce rep-
resents a new frontier that will revolutionise the way busi-
ness 1s transacted globally. The Internet has now matured

—_— = i

A speech delivered by Dr Mahathir Mohamad at the Economists
Roundtable on Electronic Communities in Asia in Seri Kem-
bangan, Malaysia, on January 13, 1998
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substantially as the medium for e-commerce, evolving in
size, global reach and accessibility:.

Already, the Internet has become an effective conduit
for commercial transactions, with total annual sales of
USS$1.2 billion in 1996. Although small in relative terms,
this figure is expected to grow as issues involving security,
business laws and practices, taxation, common technical
standards and accessibility to the Internet continue to be
resolved. Analysts have predicted that total annual sales
over the Internet will grow to more than US$7.3 billion by
the year 2000, and in excess of US$186 billion by the year
2005. The magnitude and impact of this growth will have
far-reaching implications, not only in the commercial
world, but also in government.

Developments in e-commerce, which is a manifesta-
tion of the ‘digital economy’, bring to the surface many re-
lated issues which challenge common and established
practices, laws and systems. In this new ‘digital economy’,
business activities will be possible with minimal physical
movement of people, money and, in many cases, products.
Contracts and the transfer of value and accumulation of
assets will be conducted by electronic means. Information
technology, which is the foundation of this New Economy,
will continue to develop at a rapid pace and will continue
to influence the volume and the direction of economic ac-
tivities. As such, many of the existing rules which apply in
today’s economy can no longer be applied in the ‘digital
economy’. Whether we like it or not, statistics show that e-
commerce will become part of our lives very soon in the
future. We should all prepare ourselves to embrace it, or
we will be left behind and loose out as Increasing portions
of the economy and world business will be electronically
transacted.

Here in Malaysia we have taken the pragmatic ap-
proach. We prefer to experiment and try out in near real-
life situations rather than be swept along by transient
technologies and fads. Where possible, we have also cho-
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sen not to merely ride the waves, but to master them. That
is why we have kept abreast with global trends, conducted
trials to study their implications to the nation, cooperate
in research and development and seek to develop the ap-
propriate strategies.

It is in this context that we have developed an informa-
tion technology (IT) agenda to support our vision to be-
come a fully-developed nation by the year 2020. Amongst
others, the IT agenda outlines various strategies which
will help us achieve a knowledge society through the de-
velopment of people, infrastructure and applications. We
have started building the foundation to support this
knowledge society, and this is in the form of the huge
MSC, which is our first major investment in the future.

Some critics have labelled the MSC an “ambitious,
grandiose megaproject”. I will admit that it is an ambitious
project but it is not for us Malaysians to implement alone.
We will participate actively of course but the MSC is for
the whole world. We conceived it as a giant testbed for eve-
ryone to use, everyone from everywhere. We will invest
mainly in the infrastructure, both hard and soft. The poli-
cies and laws that we have formulated and put in place
cost us nothing, nor are the practices we have designed for
the MSC. The hard infrastructure such as fibre-optics and
other communication facilities will be put in by private
companies as part of their investment, in which they natu-
rally expect to make a return. Even the land will be par-
celled out and sold to investors wishing to set up their fa-
cilities and make use of the soft and hard infrastructures
we have provided.

Admittedly we have to spend some money, quite a
large amount in fact, but well within our capacity. The de-
valuation has eroded some of our capacity but we can still
carry on. So the MSC will go on. And it must go on simply
because the demand for the facilities we offer is very great
and very real. It is a great project not because it is our vi-
sion alone, but it is everybody’s vision and it is they who
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will make it great. If I may say so, nowhere is there 2 pro;-
ect to make full use of information technology that has
benefited from inputs by the best I'T brains currently
available in the whole world. This project is truly benefit-
ing from the IAP set up to tap the ideas to make this giant
testbed truly capable of testing out new ideas and tech.-
nologies which need a real-life environment to prove the
concepts work.

The MSC is progressing well ahead of schedule. Re-
sponse has been beyond our expectations and hitherto,
we have given MSC-status accreditation to 110 compa-
nies, out of which 78 are already in operation. We have.
since April 1997, received 178 applications for MSC status,
out of which 39 per cent are from foreign companies, 35
per cent from Malaysian companies, and 26 per cent from

joint ventures between Malaysians and foreign compa-
nies.

Barely a year since we first launched the MSC, we are
already beginning to see the value created from the infor-
mation age business. MDC statistics on MSC-status com-
panies show increased investment in high value-added ac-
tivities, with a revenue to investment ratio of approxi-
mately 3:1.

There are also signs showing the formation of new
service-based industry clusters, specifically in software
development, content creation, animation and broadcast-
ing, and telecommunications. For all the companies which
have applied for MSC status, the combined revenue pro-
Jected by the fifth year of operations is around RM13 bil-
lion, while projected profit for the same period is close to
RMS billion. This is on the back of an investment of
around RM4 billion.

Additionally, based on all the MSC applications re-
ceived, knowledge-worker requirement by the fifth year
of operations stand in excess of 23.000. Recognising this
need, we have recently extended MSC-status accredita-
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tion to institutions of higher learning as one of the meas-
ures to help fulfill the companies’ human resource needs.

As many of you would be aware, in order to spearhead
the development of the MSC, seven flagship applications
have been identified, one of which is to create the neces-
sary framework and infrastructure to support e-
commerce initiatives under the borderless marketing flag-
ship application. Although the growth of e-commerce is
essentially driven by the private sector, there is a need to
monitor and regulate its development in order to create
the right environment for e-commerce to flourish.

Many issues need to be examined and traditional bar-
riers have to be overcome. One crucial element, however,
is absolutely necessary to support the growth of e-
commerce—the right telecommunications infrastructure.
This is where the MSC will be especially well equipped.
With a high-bandwidth communications infrastructure to
support the most demanding of e-commerce applications,
the MSC is an ideal base for companies wanting to de-
velop cutting-edge technologies and innovative business
models to unleash the full potential of e-commerce. The
possibilities are endless. While technology developers can
develop tools to facilitate e-commerce, such as security
software and payment systems, content developers can
harness Malaysia's multiple cultures to develop localised
content for the region and for the world.

Apart from bringing many exciting opportunities, e-
commerce also presents many challenges, not only to
countries like Malaysia, but all countries wanting to take
the right steps into the 21st century. The right approach to
governance is therefore necessary in order to ensure that
laws and policies are sensitive and responsive to techno-
logical developments.

The fundamental requirement for the successful take-
off of e-commerce is trust, and the guarantee that transac-
tions can take place safely and securely. This is especially
true when intangible information, goods and services be-
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come economic resources and products which are trans-
mitted and transacted across borders. It is therefore im-
perative to develop a proper system of governance to
manage this movement of information and knowledge-
based resources with the growth of electronic commerce
globally.

Amongst the prevalent issues associated with e-
commerce are finance-related issues such as customs and
taxation, electronic payment systems, Internet banking
and Internet stockbroking. These need to be reviewed
within the context of each country’s existing financial,
regulatory and legal system. Others include legal issues
such as having a uniform commercial code and interna-
tional harmonisation of legal frameworks to address dif-
ferent business practices and commercial codes existing
in different countries. Cyberlaws, for instance, need to ad-
dress issues relating to the assignment of liability of those
involved in e-commerce transactions, including consum-
ers, network service providers, solution providers and
various intermediaries. The issue of consumer protection

and privacy in cross-border transactions also needs to be
addressed.

An effective legal framework in copyright, patent and
trademark protection is required to prevent misuse and
abuse of intellectual property and to protect content pro-
viders and content service providers. Intellectual property
protection laws should also address the issue of trade-
marks used in cyberspace, the relationship between do-
main names and trademarks, jurisdictional limits of regis-
tered trademarks or copyright in databases.

Another important issue is that of international coop-
eration in technical standards and platforms, which will

pave the way for a common platform for smartecards, com-
mon standards for interconnection and inter-operability,
as well as cross-certification of public key infrastructures.

Countries with established infrastructure to support
e-commerce in terms of human resource and quantity of
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service suppliers, as well as a bigger market share and
better access to the market, will no doubt have an edge
over the others. However, the opportunity to develop e-
commerce also presents itself to other countries in the

Asean region which are in a good position to leapfrog into
the information age.

As such, a regional initiative may be necessary to ad-
dress the prevalent issues brought about by the ‘digital
economy’ and e-commerce, some of which I have high-
lighted earlier. An Asean framework on e-commerce, for
instance, may provide the platform for a collective vision
of the emerging digital marketplace and outline the key is-
sues as we enter the new electronic age of commerce. This
framework will also provide the basis for discussions to fa-
cilitate the development of an Asean position to catalyse
the growth of e-commerce.

I would like to reiterate the Malaysian government'’s
commitment to support the growth of e-commerce.
Through the MSC, we are dedicated to the development
of multimedia technologies that will remove the barriers
for doing business and promote borderless marketing. We
would like to invite our Asean neighbours as well as every-
one interested in ironing out possible wrinkles in the
progress towards the electronic world to join us in this en-
deavour.

Commentary When J. Presper Eckert and John
Mauchly, two mathematicians at the University of Penn-
sylvania's Moore School of Electrical Engineering, devel-
oped the electronic computational machine, the Elec-
tronic Numerical Integrator and Calculator (ENIAC), little
did they know the impact it would have on the world.
ENIAC, a direct descendent of today's microcomputer,
was developed to speed up calculations for artillery-
aiming tables. It weighed 30 tons and filled a very large
room. It had 1,500 electromechanical relays as well as
17,000 vacuum tubes. When ENIAC was switched on, it
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consumed 150,000 kilowatts of energy but could store only
80 characters of information. It is a long way since ENTAC.
Today, our computers are running on Pentium 4 chips and
can store many gigabytes of information with perform-
ance of enormous speeds. The advancements in the per-
formance of computers converging with advances in tele-
communications technologies have ushered in the digital
era. It has since changed the way economies produce and
consume goods and services.

The arrival of the digital economy has also seen the
rapid development of electronic commerce (e-commerce).
Business transacted over the Internet now amounts to bil-
hons of dollars and would rise to a substantial US$186 bil-
lon in 2005. Gradually, as the issue of security is resolved
with advanced encryption technologies, this amount wil]
rise. Other issues that need to be resolved are business
laws and practices, taxation issues and issues of common
global standards. In this speech, Dr Mahathir Mohamad
points out the importance and unprecedented role e-
commerce would play in global business in the yvears
ahead. He also offers an insight into how Malaysia is pre-
paring itself to benefit from this unprecedented new way
of doing business.

Before we look into some of the ways Malaysia is posi-
tioning itself to benefit from such a revolution, let us look
at some of the issues and challenges the development in e-
commerce has introduced to the world of business and
policy. The development of e-commerce would challenge,
first, our notion of shopping, procurement, financial trans-
actions, to mention just a few. Today, a prospective cus-
tomer can sit at home and shop as well as pay for his mer-
chandise and have it delivered to his doorstep without
leaving the comfort of his home. For example, a Malaysian
can go online, buy a book from Amazon.com, pay for it
with his or her credit card and it would be delivered to his
door from the United States in a given time without him
stepping foot outside his door. Before the arrival of e-
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commerce, such a feat would have been unthinkable.
Similarly, a company can go online and send out a bid pro-
posal to several businesses to supply inputs. In the same
day, he can receive quotations from different companies
enabling him to settle on the cheapest and he can make
his procurement through the net, in a fast simple and effi-
clent manner.

But that is not the only way e-commerce has revolu-
tionised business. Today the old legal system and laws that
Zulde business yesterday do not apply. The development
ol e-commerce requires a revamping of legal systems and
laws. Contracts and the exchange of information can be
exchanged over the Internet. The relations between the
customer in the previous times and now would also need
to be reviewed. Many of the existing rules as we know it do
not apply today. Since e-commerce is here to stay, devel-
oping nations who want to advance must embrace it.

Malaysia is bracing itself to benefit from this new way
of doing business. It developed an information technology
agenda to support its Vision 2020 of attaining developed-
nation status by the year 2020. It is also hoped that cou-
pled with other efforts, Malaysia can become a
knowledge-based society. One of the efforts, which is
hoped to lead Malaysia into the knowledge-based society,
15 the Multimedia Super Corridor (MSC). The MSC is on
track to lead Malaysia into the knowledge-based society.
li-commerce, which falls under borderless marketing, one
of the flagships of the MSC, shows how serious the nation
Is preparing to benefit from this new way of doing busi-
ness. To this effect, the government is providing the right
telecommunications infrastructure, good governance,
which would ensure that the laws and regulations as well
as policies of the country support the nation’s effort to
move towards a knowledge-based economy. Thus the gov-
ernment of Malaysia 1s continuously reviewing its legal
and regulatory system pertaining to customs, taxation,
electronic payment systems, Internet banking, copyright,
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patent and trademark protection, to mention just a few to
make them amenable to its efforts to move towards the
knowledge-based economy:.

Despite Malaysia's efforts, it cannot go it alone. A con-
certed effort on the part of Asean countries would enable
the region to benefit from e-commerce activities. Dr Ma-
hathir proposes a regional initiative through which dis-
cussion can be held about how they could face the digital
economy together. Such a view is important because it
builds on the “prosper-thy-neighbour” concept that Dr
Mahathir has always talked about.
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On the Threshold of
the Cyber Revolution

THE Internet and the explosion in
global communications have brought mankind to the
threshold of the cyber revolution. Information technology
(IT) is moving literally with the speed of light—opening up
endless opportunities and undreamed of options for busi-
nesses to explore. I would like to share with you some
thoughts about the forces that will shape our common
digital future—the promise it holds and the strategic re-
sponse we in Malaysia are making to take advantage of
that promise. Specifically, I would like to introduce the
Multimedia Super Corridor (MSC) which we are currently
developing, and to invite the active participation of Corpo-
rate Canada in this quite unprecedented initiative.

Transforming the world as we know it are two major
forces: the new phenomenon of globalisation and the re-
lentless advance of technology. We have no option but to
traverse the information superhighway. From the moment

A speech delivered by Dr Mahathir Mohamad at the Canadian
Investors Conference in Ottawa, Canada, on November 21, 1997

129



MAHATHIR MOHAMAD

the microchip was invented our whole existence was
transformed. It changed the way we live and the way we
do business. For all of us, an IT agenda becomes impera-
tive if we are to reposition ourselves for this new informa-
tion age.

Malaysia's MSC is not just a physical location—it is not
just another industrial park—it is not a far eastern imita-
tion of Silicon Valley—it represents a new paradigm in the
creation of value for the information age. MSC is envi-
sioned to be a high-technology testbed which will unlock
the full potential of multimedia. We aspire to be a world
centre for the applications and testing of leading edge IT
advances and discoveries. For us, this will be primarily the
vehicle for our country’s entry into the new knowledge-
based economy, moving us from labour intensive to high-
technology industry and so on to the information age. It
will also be our fast track to the fully developed status we
have targeted for ourselves in the second decade of the
next century, which we call our Vision 2020.

You may find this somewhat audacious on the part of a
small developing country. We are the first to admit that we
are only just taking our first steps into the complex and so-
phisticated world of multimedia. But we can provide an
ideal environment for technology to flourish. In fact, being
a developing country helps. We offer a genuinely green-
field site, unencumbered by industrial practices and lega-
cies or entrenched interests, a site dedicated to new-age
electronic commerce.

We have before us the United States as an example.
Whilst Britain fathered the Industrial Revolution, it was
America that brought it to its full development. America
was then, one huge greenfield site with the opportunity to
create the optimum conditions for technology and busi-
ness to flourish, to be the catalyst for industrialisation. We
have taken this as a model. In a modest way, we too, hope
to assume a catalytic role. Our task will be to create an
ideal environment for IT and multimedia, one which will
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encompass the physical, economic, regulatory and policy
framework that will unleash the creative dynamics for in-
novation and advances in this field.

For a country like Malaysia, which is far less developed
in the new multimedia dimension, this will demand one
giant technological leap. We have much to learn. We turn
to you and others like you. We know the MSC can only be
accomplished by an enormous collaborative effort, and we
seek to collaborate with the whole world. We invite you to
bring your high-technology operations, your R&D, your
information technology know-how to experiment and to
try on your own or alongside Malaysian companies in the
MSC. We need a cross section of telecommunications, in-
formation and software companies, amongst many others,
to help realise the vision we both have, to exploit the po-
tential, for the benefit and enrichment of humankind
really.

We are today already reconciled to the prospect of a
borderless world in terms of communication. It will not
destroy our identity but we will develop into a knowledge-
based society, which is of great significance—for there are
no frontiers to knowledge and technology. The idea of
competitive advantage disappears in favour of a universal
sharing of resources and skills while information technol-
ogy will provide the instrument to achieve this.

The forces that drive the information age—like the
massive communication network that can transmit infor-
mation all over the world in real time—will serve to break
down physical, social and economic barriers. This will
then stimulate growth through mutual enrichment,
should we choose to take up the opportunity. The mecha-
nism will be that same principle of collaboration—in
many different ways—across borders, unaffected by dis-
tance, involving alliances and permutations of alliances
amongst corporations whose economic activities can no
longer be contained within their respective borders. This
i1s the platform on which the MSC is premised. It will be a
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‘web’ of collaborating companies in the IT field—a
multicultural web of mutually dependent international
and Malaysian companies collaborating to deliver new
products and new services across an economically vibrant
Asia and beyond. And like a spider, it will weave ever more
intricate webs of relationships and synergies amongst par-
ticipating companies. Such a web could be the new model
of development for the information age.

It is In this spirit of mutual enrichment that we invite
Canadian companies to join the MSC. We in Malaysia
have for some time now been advocating a policy of
‘prosper-thy-neighbour’ to replace the ‘beggar-thy-
neighbour’ mindset of the present selfish mentality where
one party’s gain is another’s loss. Partnerships should not
be a zero-sum game. Instead both parties can gain and the
total can be more than the sum of the two.

We have already promoted our concept of this multi-
media haven in Hollywood, Silicon Valley, the United
Kingdom, Hungary and Japan, where it received a heart-
ening response. We have special reason to hope that Cana-
dian companies will soon be represented in the MSC,
along with our other distinguished pioneers.

Bell Canada are already involved in the MSC. The
chairman, Lynton Wilson, has accepted our invitation to
serve on the distinguished International Advisory Panel
(IAP) set up to counsel Malaysia on the development of
the MSC. And Simon Fraser University is the lead con-
sultant recruited to help set up our Multimedia University
located in the Corridor. We are also aware that Canada is
at the forefront of fibre-optic technology and supplied the
first submarine cable from Europe to Newfoundland. A
fibre-optic network with the capacity to transmit 2.5-10 gi-
gabits per second will provide the backbone for the MSC.

We consider Canada as a world-class IT country. The
400 multimedia companies operating here in 1995, have
now increased to 600 serving education, information and
the entertainment industries, as well as corporate needs.
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Your cable, telephone and computer penetration is
amongst the highest in the world. Business leaders in a re-
cent survey, ranked Canada second amongst the G7 coun-
tries for information technology, just below the United
States. It is no wonder that you have your own answer to
California—your Silicon Valley North.

Canada’s Nortel was a key player from the start in the
industry’s early beginning. Today, it is amongst the giants
in the field, with already five plants in Malaysia. We have a
special interest in Nortel. It has 8,000 scientists and engi-
neers engaged in every aspect of communications re-
search and spends 14 per cent of sales revenue on
R&D—the kind of R&D spending we want that will trans-
late into commercial production.

Although your renowned expertise in ice hockey can-
not be emulated in my country because of its tropical cli-
mate, we look to you for technology and the transfer of
technology. Canada, I am happy to say has been generous
in this respect, and I thank you for it.

But I must warn you that whilst continuing to rely on
the transfer of technology, we are getting even more ambi-
tious. We don't want to be just passive recipients, but ac-
tive participants—and with the help of people like your-
selves, we have set ourselves the goal of developing new
technologies indigenous to Malaysia. Specifically, we are
hoping to attract R&D operations. We want to be part of
the global industry’s endeavour to develop intelligent
multimedia solutions to manage today’s exploding range
of information options. But most of all, when the world
gets the next generation of high-tech startups, Malaysia
wants to be there.

There is already some foundation, a case for affinity
between Malaysia and Canada that supports the idea of
collaboration between us. We have a lot in common, not
least, the factor of cultural diversity. Malaysia is a federa-
tion. Imposing a federal structure on a number of widely
divergent states compounded by the multiracial, multire-
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ligious profile of our population, was not easy. You will un-
derstand this. But we succeeded to become an exponent
of federalism as a practical solution to the management of
ethnic diversity. Our ‘web’ is a multicultural one.

The other consideration in coming here is the strong
reputation this country has for internationalism. Cana-
dian business is also no stranger to Malaysia. Two-way
Canadian-Malaysian trade doubled in three years be-
tween 1993 and 1996 from just over US$1 billion to US$2.1
billion. In 1996, the value of Canadian exports to Malaysia
totalled US$536.5 million, while Malaysia’s exports to
Canada accounted for US$1.6 billion, a balance in Malay-
sia’s favour. Your exports to Malaysia include paper and
paper keyboard, organic chemicals and spacecraft. Main
imports are electrical machinery parts, machinery, rubber
and rubber products, and clothing. In addition to mer-
chandise trade, Canadian services exports are estimated
at a further US$200 million to US$250 million per year.

We look forward to expanding our business links with
you. In particular, we commend to you the ample business
opportunities inherent in the MSC. What we are propos-
ing 1s a smart partnership. It is presented not just as an ex-
citing and innovative idea, but as a carefully conceived
and sound business proposition. We have worked long
and hard—and meticulously—for the past two years, de-
veloping the idea and deploying modern planning tech-
niques, in which we may justly claim we have a long-
established capability.

In physical terms, the MSC is a relatively large area,
15-by-50km, or 9-by-30 miles. By concentrating IT and
multimedia operations in one dedicated area, a very spe-
cial environment can be created, better facilitated and
more efficiently managed. The Corridor begins at the
Kuala Lumpur City Centre, which currently houses the
world'’s tallest twin towers. Canadian technology contrib-
uted to the skybridge at the 41st-42nd levels. It runs south
down to the new Kuala Lumpur International Airport,

134




MAHATHIR MOHAMAD

which when it opens in March next year, will be the largest
in the Asia-Pacific and will become a regional communica-
tions hub.

Two futuristic, future proof, intelligent cities—Putra-
jaya and Cyberjaya—will form the nuclei of the MSC. Pu-
trajaya is the country’s new administrative capital; the
other is a cyber city—a mecca for IT companies providing
operational quarters for multinationals to direct their
worldwide manufacturing and marketing activities in
multimedia, as well as their production and marketing of
multimedia products and services.

It is not easy to describe in a few words the wide-
ranging concept of the MSC. It will be purpose built with
the intent to provide a fertile base for business to focus
their unique skills and resources to develop the new age
communications industry. It will have to incorporate
many technologies and a technologically oriented busi-
ness focused setting. We hope this concentration of com-
panies in the one place will enable a strong collaborative
environment to be created that will encourage linkages.
But we are not just talking buildings, facilities and sys-
tems. The idea is to provide both the physical and the psy-
chological space for creativity. We see the MSC as a place
of enquiry and of intellectual curiosity. The concept is not
new. The Cavendish Laboratory in Cambridge is just such
an assembly of scientific intelligences. It has produced
some of the world’s greatest physicists. The MSC, being
more business oriented, will be developing the practical
applications of the multimedia for commerce and to meet
the business and personal needs of the 21st century
knowledge-worker. It will be a global testbed where new
technologies can be tried out.

Putrajaya, the new administrative centre will be a test-
bed for electronic government, providing companies with
the opportunity to provide and validate a near-paperless
bureaucracy in the conditions of a real government envi-

135

T .

W L]
e . . FaRRT



MAHATHIR MOHAMAD

ronment. Social research will be included—testing the im-
plications for society of instant unlimited information.

Malaysia will provide the physical setting—7,000 hec-
tares of lush green tropical forest, palm oil plantations and
rolling countryside. Much of the green space will be pre-
served. The government will provide the incentives,
groundbreaking commerce-enabling cyberlaws, business
friendly policies and regulations. The private sector, it is
hoped, will seize the entrepreneurial opportunity.

To test out this vision, we convened the first meeting of
the International Advisory Panel for the MSC at Stanford
University in California. Industry leaders of worldwide re-
pute, subjected the proposal to the most stringent evalua-
tion. We are talking about people like Jim Barksdale of
Netscape, Bill Gates of Microsoft, Scott McNealy of Sun
Microsystems, and many others. They gave it an enthusi-
astic thumbs-up. This, I feel, is due mainly to the fact that
in addition to its intrinsic merit, we were serious about re-
moving the outdated obstacles that Industrial Age poli-
cies, laws, practices and attitudes had posed for them. The
IAP will continue to monitor the progress of the MSC and
advise on policy at the strategic level.

Work is already well underway at the MSC. The ‘hard’
infrastructure is being put into place on a fast-track basis.
However, we see the ‘soft’ infrastructure as the area where
we probably need to innovate most. The Malaysian gov-
ernment, always business friendly and accustomed to
dealing with foreign investors, promises to be even more
friendly to the peoples of the MSC.

* Knowledge-workers who fall within the category
of special guests will get in and out of the MSC
without hassle or delay:

 We will allow 100 per cent ownership of companies
and unrestricted employment of knowledge-
workers from abroad:
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* Incentives are generous with a tax holiday of up to
10 years;

* We will not censor the Internet, but if anyone
downloads and distributes undesirable or illegal
material, he will be subjected to the usual laws of
the country;

* Companies will find a breath of fresh air coursing
through the regulatory system. Bureaucratic pro-
cedures will be reduced to a minimum. Official re-
quirements will be few and approvals expedited: a
hassle-free 30-day turnaround on work permit ap-
plications, for instance, and multiple-entry visas:

* Aone-stop agency system will streamline the en-
tire process, handled by the Multimedia Develop-
ment Corporation, to whom all your enquiries
should be directed. This is where you obtain any
official sanctions you may need:

 We have dispensed with the traditional and often
cumbersome tenders in favour of “concept propos-
als”, again simplifying the whole procedure.

We recognised early on the importance of intellectual
property rights and the need for a special category of cy-
berlaws. The Multimedia Convergence Act 1997, already
on the statute book, is designed to support companies en-
gaged in electronic commerce and to resolve some of the
Issues with the convergence of the communications, com-
puting and broadcasting industries.

Cyberlaws already tabled in the Parliament take the
regulatory and legislative controls further than any tried
before, a brave attempt to control computer crime, illegal
access, commercial espionage and theft, using methods of
validating digital signatures and computer transactions,
together with a host of other protections not covered by
existing laws. We realise at the same time that cyberlaws
are still evolving. Amendments are sure to follow, to cater
for new usages of multimedia and as new technologies
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pose fresh problems. But there is sufficient legal frame-
work already to raise the comfort level of would be inves-
tors and to make Malaysia a regional leader in intellectual
property protection.

But while the system is in place, we also recognise that
the pursuit of business is the pursuit of opportunity. The
investment potential is wide and open ended, but we
would like to draw your attention to some specific oppor-
tunities embedded in our 7 flagship projects—key areas of
multimedia use aimed at spearheading the development
of the multimedia industry within the MSC. They are cal-
culated to test the role of information and multimedia in
real-life situations, and in human society as we know it.
For instance, we are currently studying various proposals
for one national smartcard to replace the plastic tyranny
of all the cards we are expected to carry in ever-increasing
number. This will be a single all-purpose card with which
all Malaysian citizens will be issued to serve as an identity
card, credit card, electronic purse and many others. Ulti-
mately, it will be used in all electronic transactions with
the government.

The other flagship applications are equally innovative.
Electronic government, using multimedia technology, will
be introduced in Putrajaya. Its ultimate aim is for a more
efficient and cost-effective delivery of government serv-
ices to the people. Another example is telemedicine. The
key elements here include remote consultation, diagnosed
treatment, virtual patient records and a natural electronic
medical network. This is quite uniquely suited to the
needs of our remote rural population.

Research and development, which is a top MSC prior-
ity, will be furthered by collaborative R&D centres and
linkages between the corporate sector and the universi-
ties. The Multimedia University is of course industry fo-
cused and will spearhead the emergence of an IT research
community and the creation of more knowledge-workers.
We are trying to accumulate more intellectual assets and
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build up our intellectual capital. The MSC will accelerate
the process.

As you can see, in developing the main components of
the MSC, we have tried to be proactive in anticipating the
world of the future and the world outside Malaysia. There
are many areas here in which forward-looking companies
can engage.

At the same time, we realise that a concern of the pri-
vate sector is that government does not always under-
stand the reality of operating a business on the ground, in
terms of operating conditions and constraints. In Malay-
sia, we have a highly developed process of consultation
with private enterprise which was built into the develop-
ment of the MSC from the outset. MSC-status companies
have direct access to me, as chairman of the MSC Imple-
mentation Council and the International Advisory Panel,

and to the deputy prime minister, who heads the Founders
Council.
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If any further proof is needed of our serious intent and
the good faith behind our business friendly philosophy, it
will be found in our ten-point Multimedia Bill of Guaran-
tees. The government of Malaysia formally commits to all
companies receiving MSC status, the following:

« Malaysia will provide a world-class physical infor-
mation infrastructure;

« Malaysia will allow unrestricted movement of
knowledge-workers in and out of the country with
no employment restrictions;

« Malaysia will ensure freedom of ownership of com-
panies;

 Malaysia will allow freedom of sourcing capital
globally for MSC infrastructure and freedom of
borrowing funds;

e Malaysia will provide competitive financial incen-
tives including no income tax or an investment tax
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allowance for up to ten years, and no duties on the
import of multimedia equipment:

* The MSC will become a regional leader in intellec-
tual property protection and cyberlaws;

* Malaysia will ensure no censorship of the Internet:

* The MSC will have globally competitive telecoms
tariffs;

* Malaysia will tender key MSC infrastructure con-
tracts to leading companies willing to use the MSC
as their regional hub; and

* Malaysia will provide a high-powered implementa-
tion agency to act as an effective one-stop shop to
ensure the MSC meets the needs of companies.

All that remains is a forward look. Phase II of the MSC
project will see the Corridor linked to other cities in Ma-
laysia and around the world. By then, we expect in excess
of 250 companies within the MSC. By 2020, the entire
country will be an MSC with a total of at least 12 intelli-
gent cities linked to the global information superhighway
and thus becoming a global link to all the other smartcities
on this planet. MSC participants will have risen to 500
world-class enterprises.

It will even have a Cyber Court of Justice. And in
terms of social concern, we hope that in addition to it be-
Ing a testbed for new technologies it will help to develop
and influence the new culture of global information, grap-
pling as we must with the conflict between control and li-
cence and offsetting the adverse social effects of a massive

unremitting onslaught of instant, uncensored informa-
tion.

There is nothing new—no technological breakthrough
in what we offer—but we believe that this initiative is or-
ganised on a scale and is of a comprehensiveness hitherto
unrivalled. When we invite you to participate, it is first as a
matter of collective self-interest. Quite simply, we think it
s a good deal for all—for you and for us.
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Commentary Advances in information and communica-
tions technology (ICT) have opened up limitless opportu-
nities for businesses and entrepreneurs. ICT have made
our world smaller and spatial. One can conduct business
24/7 around the clock in the comfort of one’s home. It is re-
shaping the way nations create and retain wealth. Previ-
ously, it was the ownership of natural resources that deter-
mines the wealth of a nation. While such are still impor-
tant today, goods and services of the knowledge-based
economy surpass Iit. For example, the world’s richest man,
Bill Gates, and others like Larry Ellison, Steve Jobs and
Steve Case, all amassed their wealth in the information
and communications industries. Malaysia, a small, open
economy 1s thus positioning itself strategically to benefit
from this new knowledge-based economy. It has set up the
Multimedia Super Corridor (MSC) to help the country
transit to a knowledge-based economy.

The Multimedia Super Corridor, according to Dr Ma-
hathir Mohamad, “represents a new paradigm in the crea-
tion of value for the information age.” It is envisioned as a
high-tech testbed, which would unlock the full potential of
multimedia. At the inauguration of the MSC, Dr Mahathir
said, “Malaysia is crossing the threshold into the informa-
tion age with hope and confidence. We are embracing the
borderless world, and opening ourselves up to new forms
ol partnership and commerce made possible by revolu-
tionary changes in computing, communications, capital
flows and consumer tastes. While some see these changes
as a threat, Malaysia sees them as an unprecedented op-
portunity to ‘leapfrog’ our development and achieve our
Vision 2020 goals.”

The delivery of this speech before Canadian investors
1s aimed at selling to them the idea of the MSC and invit-
ing them to invest as well as set up companies in the MSC.
But why Canada and why should Canadian investors in-
vest in the MSC? The Malaysian government consider
Canada a world-class IT country with numerous multime-
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dia companies operating within its borders. It has one of
the highest telephone, computer and cable penetrations
in the world. Nortel, a Canadian telecommunications
company, i1s one of the key players in the world. Besides,
Canada is at the forefront of the fibre-optic technology
revolution. It supplied the first submarine cable from
Europe to Newfoundland. Furthermore, Simon Fraser
University of Canada played a leading consulting role in
the setting up of the Multimedia University. For Canada,
investing in the MSC would not be a new trend. It already
has trade and investment ties with Malaysia worth billions
of ringgit. It would therefore be an opportunity to expand
Its business in the country.

Finally, the call for Canadian investors to invest in the
MSC is because of collective self-interest. In the
knowledge-based economy, cooptition (cooperation and
competition) is the name of the game. Even competitors
must cooperate to develop innovative products and serv-
ices. Because technology advances rapidly and can be ex-
pensive for a single entity, governments and companies
around the world must collaborate to survive and succeed
in this new and challenging era. Canada and Malaysia can
benefit if they collaborate to position their various coun-
tries to benefit from the knowledge-based economy.
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14
Asean’s Global Trade
with Latin America

SUCH a conference is timely as Argen-
tine businessmen are now placing an increased focus and
importance to trade with Asia, particularly the Associa-
tion of Southeast Asian Nations (Asean), considering the
vast opportunities that are generated as the liberalisation

process on both multilateral and regional levels is being
undertaken.

Argentina’s continued presence in Asean is felt as
trade has exceeded US$800 million, accounting for 14.0
per cent of Asean’s global trade with Latin America in
1996. Argentina was also Asean's fourth largest trading
partner in Latin America after Brazil, Mexico and Chile.

The recent entry of Myanmar and Laos into Asean has
turned this regional grouping into a large entity with a
population of 480 million and a combined GDP of US$711
billion. With this, the Asean market is set for dynamic

A speech delivered by Dr Mahathir Mohamad at the joint
launching of the Argentine Exporters Conference on Asean
Countries in Kuala Lumpur, Malaysia, on October 3, 1997

143

L
. I e I BT S e—



MAHATHIR MOHAMAD

growth and investors are therefore assured of attractive
returns. Malaysia will serve as an ideal base for Argentine
businessmen to locate their operations to tap the full po-
tential of an expanding Asean market.

Asean is also moving towards establishing the Asean
Free Trade Area (AFTA) by the year 2003. In realising
AFTA, 93 per cent of our tariff lines is presently included
in the list for AFTA concessions. Notably, only 1.4 per cent
out of the total Asean tariff lines would be excluded from
tariff reduction for security, health and religious reasons.
Currently, 85 per cent of the intra-Asean trade is already
subject to a tariff of between 0 and 5 per cent under the
Common Effective Preferential Tariff (CEPT) scheme.

Asean is also moving towards establishing an Asean
Investment Area which would further promote the flow of
investments into the region. Asean has also signed the
Asean Framework Agreement on Services which would
lead to freer flow of services in the seven priority sectors
such as tourism, construction, telecommunications. fi-
nance, air and maritime transport. With the establishment
of the Asean Investment Area, tariff reductions and the
liberalisation of services sector, investors would have
greater scope and opportunities.

I would like to encourage Argentine entrepreneurs
and investors to increase their business presence in this
region by using Malaysia as a springboard for production
and distribution of their products into the Asean region.
Argentine companies can also enter into partnerships
with Malaysian companies to venture into projects in
third countries.

We in Asean acknowledge the dynamism and the aspi-
ration of Mercosur to become a free trade area by the year
2000. We are also aware that Mercosur has recently been
expanded to include Chile and Bolivia as its associate
members, thus enlarging the market to some 201 million

and a GDP of over US$1 trillion as well as a per-capita in-
come of US$5,425.
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We are confident that the realisation of plans in Merco-
sur will further stimulate the economic growth of member
countries of the region and that this grouping will adopt
an open approach to trade with countries outside the re-
gion. By adopting an open-regionalism approach, regional
groupings such as Mercosur and Asean will also benefit
countries outside their respective regions, as a result of in-
creased economic activity within the region. This will in-
variably create greater opportunity and demand for goods
and services from outside the region.

It is encouraging to note that Argentina’s global trade
in the last five years have expanded and recorded an aver-
age annual growth of 10.4 per cent. Argentina’s global
trade in 1996 was US$47.6 billion, representing 9.8 per
cent of Latin America’s external trade. Mercosur, the
European Union, United States and East Asia remained
her principal trading partners which in total account for
72.9 per cent of her global trade.

In respect of trade with East Asia, the volume of trade
between Argentina and East Asia had increased by 30.4
per cent to US$6.0 billion in 1996 from US$4.6 billion in
1995. The primary trading partners were the People’s Re-
public of China, Japan and Asean which together ac-
counted for 52.4 per cent of Argentina’s total trade with
East Asia.

Asean economies have registered high growth rates
over the last 10 years. The Malaysian economy has been
growing at an average of 8 per cent over the last decade
and the growth is expected to remain robust with GDP
growth projected between 7.8 and 8.2 per cent this year.
The per-capita income of Malaysia in 1996 was US$4,259,
an increase of 9.2 per cent over 1995. The average import
tariff in Malaysia is low at 9 per cent nominal and less than
7 per cent trade weighted. Malaysia also has a low infla-

tion rate, currently running at below 4 per cent per an-
num.

145

8 v
R F Tt



MAHATHIR MOHAMAD

centres. The government is seeking assistance from lead-
ing local and international companies to develop and im-
plement these applications in the MSC to catalyse the de-
velopment of a highly competitive cluster of multimedia or
IT companies that will become world class over time,

Malaysia has always adopted a pro-business approach
in its development policies. We have a clear and transpar-
ent set of guidelines to facilitate investments, They range
from liberal equity conditions, flexible expatriate employ-
ment policies, liberal exchange control regulations and
tax reliefs and concessions. Foreign investors are allowed
to own 100 per cent equity if the projects are for 80 per
cent export and above. In addition to the liberal invest-
ment policies, Malaysia offers attractive tax incentives
which provides full or partial tax reliefs from corporate
tax, now at 30 per cent. Tax incentives are also provided
for reinvestments by existing companies in the form of a
60 per cent allowance on qualifying capital expenditure.
The package of fiscal and non-fiscal incentives provided
has been an attractive inducement to FDIs.

In the last five years, trade between Malaysia and Ar-
gentina continued to increase annually on an average of
28.3 per cent to US$351 million in 1996 from US$101 mil-
lion in 1991. The balance of trade have been in Argentina’s
favour. This is not a matter that both our countries should
be concerned with, Both countries especially the busi-
nessmen must work towards increasing the quantum of
trade to a much higher level.

Currently, the exports of natural rubber and latex con-
stitute 28 per cent of Malaysia’s total exports to Argentina,
and manufactured products such as telecommunications
equipment, air-conditioner components, articles of ap-
parel and clothings and office machines are beginning to
feature prominently as they collectively amounted to 47.7
per cent of our exports in 1996. As a matter of fact, a
number of Malaysia’s manufactured exports are already
of world-class quality. Today, Malaysia is the world leading
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exporter of room air-conditioner as well as a leading
global producer of semiconductors, latex examination

gloves, catheters, rubber threads and audio-visual equip-
ment.

I am also happy to note that the Malaysian national
car, Proton, has gained entry into the Argentine market.
Malaysia has been producing its own national cars for the
past 13 years for both the domestic and international mar-
kets. Currently, Proton is exported to 46 countries and the
leading markets are United Kingdom, Singapore, Ger-
many, Australia and Belgium. The automotive industry
has subsequently developed Malaysia’s supporting auto-
motive components sector, particularly rubber-based
components, which in recent years have experienced sig-
nificant increases in export performance.

Certainly, there is a considerable scope for expansion
of bilateral trade and investment between Argentina and
Malaysia. Given the numerous opportunities for trade and
investment in our two countries, I believe the time has
come for us to foster strategic linkages in order to create
partnerships in economic development not only at bilat-
eral but also at regional and global levels.

Furthermore, existing Malaysian port facilities were
upgraded and new port facilities were developed to meet
the accelerated increase in demand by trade and industry.
Focus was also placed on improvements in efficiency and
productivity of port operations through rationalisation of
processes and procedures for cargo clearance. The new
Kuala Lumpur International Airport (KLIA) which will
begin operation in the first quarter of 1998, will have the
capacity to handle one million tonnes of cargo and 25 mil-
lion passengers. Hence, with the upgrading and the in-
creasing efficiency of Malaysian ports and the upcoming
Malaysian new international airport, I believe, Malaysia
would be able to serve its best facilities to Argentina for
doing business with not only Malaysia but also with the
Asean region.
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Commentary Argentinaisone of the countries in Latin
America whose trade with Asean countries accounts for
over 14 per cent of Asean's global trade with Latin Amer-
ica. Dr Mahathir Mohamad, in this speech, is encouraging
Argentine businesses to invest and increase their business
presence in Malaysia and to use the country as a spring-
board to produce and distribute their products to other
Asean countries. This would be more beneficial as the
countries in Asean are moving towards establishing an
Asean Free Trade Area (AFTA). Argentina is a member of
Mercosur, a free trade area that comprises a lot of coun-
tries in Latin America, the benefits of AFTA to its busi-
nessmen investing in Malaysia to benefit from the Asean
market is well appreciated.

Some of the areas of possible interest for Argentine in-
vestors in Malaysia could be in the high-tech sectors as it
pertains to new and emerging technologies, such as elec-
tronics, biotechnology, automation and flexible manufac-
turing systems, electro-optics and non-linear optics/ad-
vanced materials, optoelectronics, software engineering,
alternative energy sources and aerospace. Furthermore,
for Malaysia to be able to stay competitive in the digital
era, it1s investing in IT and numerous projects to advance
its vision of attaining the developed-nation status by 2020.
One of such projects is the Multimedia Super Corridor
(M5C). The MSC is an area of about 15-by-50km with one
of the best infostructure and infrastructure. The govern-
ment has also established new cyberlaws and special poli-
cies for those who invest in the MSC. It is thus the perfect
environment as a testbed for IT and multimedia products.

Some of the flagship applications of the MSC are: elec-
tronic government, telemedicine, smartschools, national
multipurpose card, R&D clusters, worldwide manufactur-
ing webs and borderless marketing centres. The govern-
ment has put in place a pro-business approach in the
country’s development efforts as well as to develop the
MSC to propel the country into a knowledge-based soci-
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ety. Some of these include: liberal equity conditions, flexi-
ble expatriate employment policies, liberal exchange-
control regulations and tax relief as well as other conces-
sions. Specifically, foreign investors in Malaysia are al-
lowed to own 100 per cent equity if the projects are 80 per
cent for export and above. Investors can also enjoy tax in-
centives such as full or partial tax relief for corporate tax
as well as reinvestment tax incentives for existing compa-
nies. [t 1s hoped that the recent financial crisis in Argen-
tina would not affect its investment plans in Malaysia and
in the MSC. The benefits are mutual and it would further
strengthen the existing relations between Malaysia and
Argentina.
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15
Inventing Our
Common Future

SINCE its launch in August 1996, the
Multimedia Super Corridor (MSC) concept has spread
across the international community like wildfire. There is
not a single country which does not know about the MSC.
[ hear people talking about the MSC all the time, wher-
ever I go, even in Mongolia. They asked me about the
MSC and how they can learn form it. The MSC is a giant
testbed for experimenting with not only multimedia tech-
nology, but also, and more importantly, the evolution of a
new way of life in the unfolding age of information and
knowledge. The MSC is therefore, Malaysia's “gift to the
world”, a creation that welcomes the involvement of the
global community in sharing the useful lessons of multi-
media development.

One year has gone by and much water has flowed un-
der the bridge. Since then, eyebrows have been raised as

-_— E s

A speech delivered by Dr Mahathir Mohamad at the Multimedia

Asia 1997 (MMA 97) Conference in Seri Kembangan, Malaysia,
on September 16, 1997
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to whether Malaysia can pull it off. On the other hand,
there has also been much support for the MSC. Both the
international community and Malaysians alike, I believe,
understand better the concept of the MSC now. I am sure
as more programmes under the MSC roll out, greater un-
derstanding and clarity will ensue.

Several groundbreaking events have taken place since
the launch of the MSC in 1996. In January 1997, we had
the first meeting of the MSC International Advisory Panel
(IAP), a panel made up of CEOs from leading global IT
companies. In May, the foundation stone for Cyberjaya,
MSC’s dedicated intelligent city for multimedia compa-
nies, was laid. Furthermore, the other anchor projects in
the MSC, Putrajaya—the smart new administrative capi-
tal—and the new Kuala Lumpur International Airport
(KLIA) are progressing well. Four cyberlaws were also ta-
bled and passed in the Malaysian Parliament in May. In
July, the Multimedia Development Corporation (MDC) is-
sued the Concept Requests for Proposal (CRFPs) for bids
by private companies to spearhead four of the seven flag-
ship applications—electronic government, smartschools,
telemedicine and the multipurpose card. And today, the
MMA—with the theme, “Benchmarking Smart Solu-
tions”—is our attempt to invite and emulate best practices
from around the world. We want to learn from the best.

We have a clear vision for Malaysia called Vision 2020,
the purpose of which is to attain developed-nation status
by the year 2020. We want to become a developed nation in
our own mould. Malaysia's IT agenda defines the content
of the mould as the creation of a civil society. By “civil soci-
ety” we mean a community which is self-regulating and
empowered through the use of knowledge, skills and val-
ues inculcated within the people. Such a society will allow
every Malaysian to live a life of managed destiny and dig-
nity, not just in the here and now, but also in the future.
The million-dollar question is, of course, how can we
achieve it.
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The manufacturing sector has become the mainstay
for Malaysia’s sustained economic growth of between 7
and 8 per cent over the last two decades. According to our
calculations, to achieve our target of a developed nation,
the growth rate must continue to average at least 7 per
cent until the year 2020. However, we anticipate that the
manufacturing sector’s contribution to GDP will peak at
around 38 per cent by the year 2005. It is obvious to us that
we need a second engine of growth if we are to achieve Vi-
sion 2020. This second engine has to be jumpstarted by the
year 2005. The question now is, can we do it?

We have read the charts and studied the trends. We
have tried to put our finger on the pulse of the forces that
will shape the socioeconomic tapestry of the future. One
consistent pounding beat was digital technology. Thus, we
decided to make information and communications tech-
nology (ICT) the engine of growth within all economic sec-
tors. To obtain a clearer focus on this new and powerful
agent of change, we formed the National Information
Technology Council (NITC) in 1994.

The basic role of the NITC is to advise the government
on ICT policies and strategies and to help operationalise
them. Since we are literally moving into the unknown and
we expect rapid and radical changes, it is only prudent
that we test our ideas first before implementing them na-
tionwide to avoid costly mistakes. Hence, the MSC as a
testbed. We hope the MSC will make the first ripple which
will turn into a tidal wave and engulf the whole country,
transforming it into a global multimedia hub in its wake.
The National IT agenda provides the broad policy frame-
work for propelling this transformation towards the crea-
tion of a civil society. The Agenda outlines a three-
pronged strategy to achieve a knowledge-based society
through people, infrastructure and application develop-
ment. Needless to say, digital technology will provide the
underlying creative force.
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You may have noticed that I used the word ‘creation’
with reference to Vision 2020. This was deliberate. ‘Evolu-
tion’ or ‘development’ would imply maintaining the status
quo, of mere continuity. The digital wind is the harbinger
of discontinuities. Breaks will take place and breaks will
have to be made in the way we think, work and live. To our
minds, the break from the past will be the most crucial
and the yawning gulf to the future must be bridged. The
MSC is our tentative first bridge. It is within this context
that the MSC must be viewed. We see the MSC as the seed
that will sprout the civil society. The MSC is our first in-
vestment for the future. In fact, the MSC is our experi-
mental tool for inventing our common future.

Inventing the future does not mean forecasting the fu-
ture; no ordinary mortal can do that. It means setting in
motion certain agents of change now, taking into account
current realities and future uncertainties, in the hope that
what we envision may be attained. This implies reinven-
tion—reinvention in virtually every field of major signifi-
cance. This is precisely what we are attempting to do with
the MSC. For example, through the electronic govern-
ment flagship, we hope to reinvent governance:; through
the smartschool flagship, we hope to reinvent education:
through the telemedicine flagship, we hope to reinvent
healthcare; and, through the borderless marketing flag-
ship, we hope to reinvent business practices.

I see governance as the ‘umbrella’ concept embracing
and defining this process of reinvention and therefore is
the most important. Reinventing governance is not some-
thing that we have just thought about. In fact, we have
been doing it for some time. As a first step, we started to
restructure the government machinery by trimming and
slimming it down to make it more efficient and effective.
The idea is to hold only strategic public portfolios within
the government machinery such as defence, justice and fi-
nance, and to privatise much of the rest. In this respect,
public good service functions such as telecommunica-
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tions, power and railway transportation, traditionally un-
der the aegis of the government, have now been priva-
tised. This process is tied closely with another idea we ex-
perimented with—the Malaysia Incorporated con-
cept—where the government and the private sector
worked closely together to develop the nation. And I must
say we have been quite successful in implementing both
these concepts.

The idea of an electronic government is the second
stage 1in our ongoing quest for rightsizing governance.
Electronic governance is not merely governing through
electronic means. Technology is just a means to an
end—the end being revamped structures, systems and
procedures to implement change and striving for excel-
lence above and beyond levels previously attained. There-
fore, the move from Kuala Lumpur to Putrajaya is more
than a physical migration. It is also symbolic of discarding
old legacies and mindsets—a move towards information-
driven frameworks for performance-based management
and services. And, we hope, this move will set in motion a
paradigm shift in our ways of thinking, working and living.

We are fully aware and realistic that inventing the fu-
ture and by implication reinventing existing realities is
not as easy as it sounds. The journey is going to be diffi-
cult, dotted with pitfalls and challenges all the way. We are
also aware that we cannot do it all by ourselves. We admit
that we do not possess the required technologies nor the
knowledge to do what we want to do. But our spirit is will-
ing; our bodies are strong; our economic fundamentals
are right; and we are willing to work with others and to
learn—and to learn fast. Learning by doing—that is how
we did it in the past and that is how we intend to journey
forward. Through the Malaysia Incorporated concept, we
successfully evolved from an agricultural-based economy
to an industrial one within two decades. And concerns for
distributive equity were not ignored either. We now have
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time-tested techniques and we are confident they will
stand us in good stead for a repeat performance.

We would like to take the Malaysia Incorporated con-
cept a step further with the MSC—towards global smart
partnerships. We would like to invite the world commu-
nity to join us to shape a common future together.We wel-
come collaboration instead of confrontation, enrichment
instead of exploitation, sharing instead of grabbing. These
should remain the catchwords: these should provide the
basis towards evolving a just and equitable global society.

The United States’ recent “Framework for Global
Electronic Commerce” initiative advocates non-regulated
private-sector leadership. The market, as we know, re-
wards the efficient and punishes the inefficient and the
less able. Efficiency and equity do not go hand in hand.
Therefore, leaving the digital economy to a self-regulating
market will only widen the gap between the info-rich and
info-poor. The laissez-faire market is myopic, interested
only in the bottom line, with no concern for social justice.
Can a free market really replace responsible governance?
Laws and regulations are irksome. We should reduce their

roles, but anarchy certainly cannot be better for the mar-
ketplace.

Inthe information age, the new basis for power, wealth
and influence will be knowledge. No one has a monopoly
on knowledge or wisdom, meaning no one can have all the
power, wealth and influence. Potentially, therefore, any-
one can add and acquire power and wealth. This should
lead to a more open and equitable society. Currently, how-
ever, knowledge tends to stick with the well-endowed: the
children of the well-to-do and the well-educated will have
a head start to a good education over the less fortunate,
giving them access to power and wealth. This will lead to a
society where the rich and educated will get richer and
more powerful, while the poor and uneducated, poorer

and weaker. How then do we prevent this from happen-
ing?
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These questions, more than anything else, point to the
need for a new framework of governance, where the con-
cerns of distributive justice exist alongside a free-market
system for the digital economy. There is thus a need for
the international community to begin a dialogue towards
formulating a new global framework for governance in the
information age and towards nurturing a global civil soci-
ety. May I suggest a virtual forum called the “Virtual Com-
monwealth of Nations” where all nations are equally rep-
resented and the participation truly democratic. |

The world, figuratively speaking, is shrinking rapidly.
Multimedia and networking technologies will, through
videophony and videoconferencing, put people from
around the world in face-to-face contact. Multiculturalism
will be the way of life in the future. The signs of a global
village are already here. We need to make the necessary
adjustments so that our closeness to each other will not re-
sult in our stepping on each other's toes too frequently. In-
stead, our closeness and more frequent exposure to each
other and to information about ourselves should enable us
to develop a strong sense of neighbourliness. In time we
should be able to develop a multicultural global society.

As we witness the death throes of the industrial era
ethos and the sense the birth of another—one that will be
founded upon information and knowledge—should we
not take it upon ourselves to manage our destinies instead
of leaving it entirely to the free-market system? We are not
retreating from the borderless world and unfettered
trade. It is simply that human society needs order and a
degree of certainty for it to function at all. Occasional
chaos can be managed, but endemic chaos must affect so-
ciety and life negatively. The disappearance of borders be-
tween nations simply means that a bigger entity or a new
world-encompassing nation will emerge. Knowledge by it-
self is not going to make this huge single human tribe live
in peace. Certainly, unregulated free trade, even though
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backed by massive information, will not result in wealth
and happiness for everyone.

We can all plunge into the information age with our
eyes shut. But why should we when there is the possibility
of testing and finding out how things will work or turn out.
Malaysia’s MSC is an attempt at creating an environment
for testing not just the technology but the way of life itself.
The opportunities for experimenting are unlimited. We
need only to think of possible scenarios in order to experi-
ment and test. We will not get all the answers, but we
should not be groping in total darkness as we enter the
next millennium and the information age.

Commentary Ralph Waldo Emerson, the American es-
sayist and poet (1803-1882), once said, “Most of the shad-
ows of this life are caused by standing in our own sun-
shine.” A parallel can be drawn from Dr Mahathir Moha-
mad’s speech, “Inventing Our Common Future.” Thus. if
one does not want to create a shadow of one’s life. we must
not stand in our sunshine. As our world witnesses the
death of the industrial era and the birth of a new digital
era, where information and knowledge are the key levers
t0 a nation’s prosperity, should Malaysians continue to
stand in their sunshine? Rather, they should take it upon
themselves to manage their own destinies instead of leav-
ing it entirely to others. This synopsis captures the gist of
Dr Mahathir’s speech.

One may ask, why the need for Malaysia to invent its
future? After all, its economy is doing well with the main-
stay, the manufacturing sector that has helped the country
to attain between 7 and 8 per cent growth rates for the last
two decades. Such an observation is true but if Malaysia is
to attain its vision of becoming a developed nation by the
year 2020, it needs to attain not less than an average of 7
per cent growth rates until 2020. Studies conducted by the
government have shown that such is not going to be possi-
ble in this era of increased competition if the country has
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to rely on the manufacturing sector alone. In fact, it is pro-
jected that by 2005, Malaysia’s manufacturing sector could
peak. There is therefore the need to develop a second en-
gine of growth. The information and communications
technology (ICT) sector seems to hold the answer. It was
in this vein that in 1995, the government established the
National Information Technology Council (NITC). The
role of the NITC was to advise the government on ICT
policies and strategies and to help operationalise them.

The Multimedia Super Corridor (MSC) was formed as
a testbed to test out ideas before they are implemented. It
is the hope of Dr Mahathir that the MSC would make a
ripple that would cause a tidal wave that could engulf the
country, and hopefully transform it into a global multime-
dia hub in its wake. Malaysia's IT agenda would provide
the policy framework to help the country realise this
transformation. But this transformation would not hap-
pen if Malaysia clings to the status quo, videlicet, “the old
production economy.” Malaysia must embrace the new
“knowledge-based economy.” According to Dr Mahathir,
“The digital wind is the harbinger of discontinuities.
Breaks will take place, breaks would have to be made, in
the way we think, work and live. To our minds, the break
from the past will be the most crucial, and the yawning
gulfof the future must be bridged.” The MSC is one of the
bridges that would help Malaysia embrace the
knowledge-based economy. In a nutshell, it is one of the
efforts Malaysia is embarking on to invent its future.
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The invention of Malaysia's future is not going to be
easy, there are going to be mountains to climb and valleys
to trudge through and many pitfalls along the way. But
such shouldn't deter Malaysians. With zeal and courage
and a “can do” attitude, they would be able to invent their
future. Malaysia would need to collaborate and cooperate
with other countries along the way. Each of these coun-
tries would have their interests and would not cooperate
or collaborate with Malaysia out of altruism, The impor-
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tant questions to ask: Are Malaysians ready? Are they
willing to pay the price to embrace the digital economy?
The answer is not far-fetched. Dr Mahathir answers it best
when he said: “Qur spirit is willing; our bodies are strong;
our cconomic fundamentals are right; and we are willing
to work with others and to learn—and learn fast.” With
this faith and by this determination, I am sure Malaysia
would invent its future.,
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16
A Global Bridge to the
Information Age

[ HAVE come to the world’s entertain-
ment capital here to share a vision of building a bridge be-
tween peoples and places, to connect your creativity and
entrepreneurship with a very special environment we are
creating in Malaysia. By doing so, we can reap rewards to-
gether that neither of us would be able to develop on our
own.

The success of a country depends on its ability to
adopt and adapt to global forces and not on the basis ex-
clusively of comparative advantages such as natural re-
sources, population or labour costs. Visionary countries
can choose to create value rather than merely struggle to
make the most of existing circumstances. Just as compa-
nies cannot succeed by trying to do everything them-
selves, the same is true of countries, especially developing
countries. Malaysia is not trying to build a replica of Sili-

A speech delivered by Dr Mahathir Mohamad at the Confer-
ence for Investors in the Multimedia Super Corridor at the Uni-
versity of California, Los Angeles, on January 15, 1997
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con Valley or Hollywood. We would be deluding ourselves
if we expect storyboards not to be created in Hollywood or
R&D on the highest value-added components not to be
done in the Silicon Valley.

We realise you are more advanced and that we have
much to learn, but precisely because you are so developed
there are very important things that we can do that you
cannot. Malaysia is offering the world a special greenfield
environment designed to enable companies to collaborate
In new ways and reap the rich rewards of the information
age. There are no legacies of artificial constraints created
and perpetuated by entrenched interests. We offer the
Multimedia Super Corridor (MSC) as a gift to the world, a
global bridge to the information age that will enable genu-
ine mutual enrichment for our partners possessing the vi-
sion to participate.

The MSC is truly a world’s first, the careful creation of
aregion with the infrastructure, laws, policies and prac-
tices that will enable companies to explore the informa-
tion age without the usual constraints which frustrate
them. The MSC is a 15-by-50km corridor that runs from
the world’s tallest buildings in the Kuala Lumpur City
Centre, down to what will be the region’s largest airport
when it opens in 1998,

More than two years of careful study have gone into
developing a package with four key elements which will
make the environment within the MSC very special.

First, the MSC will have the best physical infrastruc-
ture that can be offered in the world. This includes the
Kuala Lumpur City Centre, a new airport, rapid train
links to Kuala Lumpur, a dedicated highway, and two new
intelligent garden cities. Kuala Lumpur City Centre is the
northern gateway to the MSC. The Kuala Lumpur Inter-
national Airport to be commissioned in 1998 will initially
have 80 gates with two parallel runways. The airport will
also become an integrated logistic hub with the latest in IT
to facilitate the movement of people and goods.,
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The first intelligent garden city, Putrajaya, will be our
new administrative capital where most ministries will be
relocating, beginning with the Prime Minister’s Office in
1998. Putrajaya will be Malaysia's new electronic govern-
ment administrative centre served by state-of-the-art
communications and transportation systems. The neigh-
bouring Cyberjaya is a city designed to provide the physi-
cal and psychological spaces needed for creativity, the
pursuit of information-age technologies and businesses
and relaxation. It will be built around the new Multimedia
University. Cyberjaya will provide top-quality intelligent
buildings, multimedia enterprise estates, residential hous-
ing, leisure and recreational facilities, and state-of-the-art
supporting infrastructure, It will support a working popu-
lation of approximately 150,000 and a living population of
over a hundred thousand.

Second, the MSC will have the world's best soft infra-
structure of supporting laws, policies and practices. This
includes a comprehensive framework of societal and
commerce-enabling cyberlaws on intellectual property,
digital signature, computer crime, distance learning, tele-
medicine and electronic government. For example, our
new Digital Signature Act creates a regulatory framework
for certifying authorities and severe penalties for cyber-
fraud. In addition, we are developing a Multimedia Con-
vergence Act that will merge and update our telecommu-
nications, broadcasting and information laws to reflect to-
day’s rapid technological convergence. Finally, we know
how critical skilled workers are and have a series of edu-
cational and training initiatives across the country. All
schools will be connected to the Internet by the year 2000
and a Multimedia University will produce graduates that
will meet MSC companies’ skill requirements.

Third, the MSC will leapfrog available information in-
frastructure with a 2.5-10-gigabit Open Multimedia Net-
work that will use the latest ATM switches to provide fibre
to the building. This network will have a 5-gigabit interna-
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tional gateway with direct links to the United States, Ja-
pan, Europe and other Asean countries. This will be in op-
eration by 1998. Value-added service providers will be
able to compete freely on this network with no restrictions
on foreign ownership and cost-based interconnect tariffs.
Telekom Malaysia has committed to offer competitive tar-
iffs that are comparable to or better than that of other
global carriers and will provide world-class network per-
formance standards.

Fourth, a fully empowered one-stop shop called the
Multimedia Development Corporation (MDC) has been
created to manage and market the MSC. The MDC will be
opening ten offices around the world over the next two
years so it can be close to the companies who will be its cli-
ents. In addition, the MDC has been incorporated under
the Companies Act 1965 so it will be able to operate inde-
pendent of civil service rules and regulations. The MDC
has a free hand to hire the best people in the world, and a
business plan to serve the needs of companies relocating
to the MSC both before and after they decide to establish
operations in Malaysia. The deputy prime minister and I
will personally oversee the activities of the MDC and will
resolve issues brought to our attention.

Malaysia will be changing the way its people live and
work, particularly within the MSC. This special area will
be a global testbed for new government roles, new cyber-
laws and guarantees, collaborations between government
and companies, companies and companies, education, de-
livery of healthcare and applications of new technologies.
We are looking for ‘smart partnerships’, win-win relation-
ships between companies and the government. For in-
stance, we will no longer require multimedia companies
to go through a traditional Request for Proposal (RFP)
process that requires us to have a crystal-clear concept of
exactly what the company must deliver. Leading compa-
nies told us this was inappropriate for new areas of multi-
media where the solutions are developed rather than as-
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sembled from existing knowledge. Instead of traditional
tenders and RFPs, we will ask companies for ‘concept pro-
posals’ that describe the approach they would take to de-
veloping or achieving the benefits we have requested.
This allows us to select a consortium of companies as a
smart partner to innovate new products and services in
the MSC., We will be doing this in several application areas
that I will describe shortly.

In short, Malaysia is taking a single-minded approach
to developing the country using the new tools offered by
the information age. The MSC will be the R&D centre for
the information-based industries to develop new codes of
ethics in a shrunken world where everyone is neighbour
to everyone else, where we have to live with each other
without unnecessary tension and conflicts. Indeed, the
MSC is a pilot project for harmonising our entire country
with the global forces shaping the information age. Phase
[ involves making the MSC a success by learning from our
partners and utilising the experience we gain; phase 11
will link up with other islands of excellence within Malay-
sia; and phase III involves making all of Malaysia a Multi-
media Super Corridor that is connected to other smart re-
gions around the world. I expect Malaysia to be in the final
phase by 2020, by which time we hope to be a developed
nation.

No other country is even contemplating anything simi-
lar to what Malaysia has in mind. Other plans may sound
similar because all of them use ‘IT’, ‘Cyber’ or ‘Multime-
dia’' to market one development or another. However, we
are not adding new facilities to existing ones or adapting a
concept to an existing area; we are building and installing
the latest technology on a huge 15-by-50km greenfield site
designed to realise the full potential of multimedia. I hope
others will link up with the MSC and become one of the
central pillars in our global bridge connecting the smartci-
ties of the world. It is in our mutual interest to collaborate
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rather than undermine each other because all of us will
benefit from it.

As we approach the 21st century, fantastic changes are
taking place which make what was impossible in the old
economy of the Industrial Age suddenly possible in the in-
formation age. For practical purposes, borders have al-
ready disappeared because knowledge, capital, company
activities and consumer preferences ignore lines on a
map. Where countries once competed with one nation's
trade surplus resulting in another’s trade deficit, in the fu-
ture, both companies can benefit because networks of
companies collaborate across borders to deliver value to
customers in the most economically sensible way. Al-
though none of this activity is captured by the economic
statistics developed in the Industrial Age, its impact is
clear and will require new types of international institu-
tions. In short, the information age has created conditions
for the first time in history that will enable countries and
companies to mutually enrich one another; it is no longer
azero-sum game with winners and losers. This is a tre-
mendous opportunity for those companies and countries
with the courage to embrace these changes. For a limited
time, this will be a relatively level playing field where both
developed and developing countries can work together in
ways that create benefit for both. This is because many of
the healthier developed countries are locked into obsolete
iIndustrial structures and legislative frameworks and
vested interests in these systems stubbornly oppose any
change. Fortunately, these corporate interests have not
had time to develop and become powerful in developing
countries like Malaysia.

The MSC s the first place in the world to bring to-
gether all the elements needed to create the kind of envi-
ronment to engender this mutual enrichment. I see the
MSC as a multicultural ‘web’ of mutually dependent inter-
national and Malaysian companies collaboratin g to de-
liver new products and services to customers across an
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economically vibrant Asia and the world. I fully expect
that this ‘web’ will extend beyond Malaysia's borders and
out across Malaysia's multicultural links to our neigh-
bours. Component manufacturing can then be done in
China, on machines programmed from Japan, with soft-
ware written in India, and financing from Malaysia’s La-
buan International Offshore Financial Centre (LIOFC).
The product may be assembled in Penang and shipped to
global customers direct through our new airport.

Malaysian companies are already working with world-
class international companies and technology transfer is
taking place. Moreover, companies and neighbouring
countries are benefiting as well because certain parts of
these products are produced in other locations. The con-
sumer benefits most of all because they get top-quality
products at the best possible price. In short, all parties
linked by this ‘web’ will benefit and be enriched.

Phase I of establishing the MSC will be complete when
the MSC is home to hundreds of large and small compa-
nies working collaboratively with one another and with
partners across the Asia-Pacific region and the world.
Some of these companies will certainly be today’s leaders.
Many others will be the smaller companies which are
members of each of these companies' ‘web’. Hopefully, a
few of tomorrow’s leaders will be from Malaysia with new
products and services in the MSC.

I like multimedia because the most successful compa-
nies are those which collaborate with many partners and
truly transfer technology to them, not out of charity, but
out of collective self-interest. These companies know that
they cannot stay at the leading edge if they try and do eve-
rything themselves. They realise that a web of smaller
companies working to common standards can deliver
more benefits to the consumer. I hope to see some multi-
cultural Malaysian companies alongside international
companies, thus mutually strengthening the capabilities
of both,
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Phase II of linking the MSC with other islands of excel-
lence will be completed when the MSC becomes far more
than a business development. By then, the MSC will be a
global community living at the leading edge of the infor-
mation society. The citizens' smart homes will be con-
nected to a network through which they can shop, receive
information, be entertained, interact with one another
and educate themselves.

Phase III of leapfrogging all of Malaysia into the infor-
mation age will be complete when the entire country is liv-
ing and working in these new ways. Of course, when they
grow tired of all these newfangled developments, they can
always enjoy the pristine environment which we have pre-
served in Malaysia.

To achieve this vision, I believe it is important to define
a path that leads to it. By 2000, I expect to see seven flag-
ship applications being developed in the MSC by ‘webs’ of
international and Malaysian companies.

First, Malaysia will be a pioneer in electronic govern-
ment. This will be a multimedia-networked paperless ad-
ministration linking Putrajaya to government centres
around the country to facilitate inter-governmental col-
laboration and citizen access to government services, It
will start with the Prime Minister’s Office when it moves
to Putrajaya in 1998 and roll out across the other minis.
tries as they relocate.

Second, Malaysia will have the world’s first national
multipurpose smartcard. A single platform will have the
individual's ID and electronic signature and access to gov-
ernment, banking, credit, telephone, transport and club
services. Of course, security will be critical but the tech-
nology is, I believe, already here to enable all of these serv-
ices to be on one secure platform. Imagine the conven-
lence as we are freed from having to carry a huge pack of
plastic cards and selecting one every time we need to use a
card. Imagine the opportunity for companies of having no
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uncertainty that this one card will be in the hands of every
Malaysian.

Third, Malaysia will have a comprehensive pro-
gramme for smartschools. All schools within the MSC will
be connected to the Internet by 1998, and the rest of the
country will follow after that. A new curriculum is being
developed, and our teachers will be retrained so that they
can work with technology to do more than convey knowl-
edge the traditional way. World-class distance-learning fa-
cilities will be built at the Multimedia University and we
hope to hold virtual classes with teachers and students in
other universities around the world. Students will be
equipped with the skill and ability to make sound judege-
ments from the overwhelming amount of information We
will use our schools to help students learn the skills re-
quired to choose between the overwhelming amount of in-
formation that will be available to them.

Fourth, the MSC will become a collaborative cluster of
academic and corporate R&D centres, using distance
learning to produce world-class graduates and next-
generation innovations. The Multimedia University will
be the centre for this, and I would like to invite faculty and
students from the University of California, Los Angeles to
help develop our new institutions in Malaysia through ex-
changes of students and faculty. I would also like to invite
companies interested in partnering with the Multimedia
University to contact us. This university will have close
links to MSC companies to ensure it will produce gradu-
ates with the right skills.

Fifth, Malaysia will be a regional centre for telemedi-
cine. With our Chinese, Ayurvedic, Malay and Western
medical knowledge and vast biogenetic resources, we are
a natural hub. Rural clinics can be connected to medical
experts from within the country and to the great clinics
worldwide using new tele-instruments for remote diagno-
sis, therapy or even surgery. The doctor no longer has to
be in the same room as the patient. Key information can
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be gathered and transmitted using new instruments such
as electronic stethoscopes operated by nurses or techni-
cians. The world's best doctors can then view and com-
pare key information of other patients and, of course, data
of millions of patients already in the world's computers,

Sixth, I hope the MSC will be a remote manufacturing,
coordination and engineering support web that electroni-
cally enables companies in high-cost countries to access
plants across Malaysia and Asia as virtual extensions of
their domestic operations. While we have real strengths in
manufacturing, we recognise the need for companies to
operate a network of facilities around the region.

Seventh, the MSC should become a marketing and
multimedia customer service hub leveraging Malaysia's
unique multicultural links to provide electronic publish-
ing, content localisation, telemarketing and remote cus-
tomer care to a market of 2.5 billion people. For example, a
Japanese company'’s catalogue can be translated into Chi-
nese, Malay, Indonesian or the Indian languages by a com-
pany that takes orders through a system that automati-
cally localises the sizes and currencies.

Over time, each of these flagship applications will gen-
erate a web of world-class and Malaysian companies, col-
laborating to develop and deliver innovative products and
services. They will take root and grow in an environment
that provides the required lifestyle, infrastructure, laws
and policies. Equally important is the development of
links that will connect each of these webs into a larger
MSC web. Indeed, it is these links which will allow the
MSC to sustain its competitiveness over time.

Malaysia is a country with a vision and a strategy to
achieve what we call Vision 2020. Our goal is to attain
developed-country status by the year 2020. These inter-
linked webs will allow us to achieve the goals of Vision
2020 by developing a strong services sector to balance our
already strong manufacturing sector while helping to im-
prove the productivity and quality of life in the nation.
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Equally important, the MSC will provide a platform to tie
us together and celebrate our culture while helping to
educate us in new and different ways.

Beyond Malaysia, the MSC becomes a global bridge
when its web is interlinked with those of other regions
around the world. This bridge, I hope, will connect with
the digital entertainment community in Hollywood and
the high-technology companies in the Silicon Valley. For
example, storyboards can be developed in California
while animation executed in the MSC, and then electroni-
cally transmitted back to Los Angeles for editing, sent
back to the MSC for colour-balancing, and transmitted
back to the studio for final approval and distribution. Let _
us explore ways to mutually enrich one another through | i
the MSC, Malaysia's gift to the world. !

The breadth of what I am describing has probably
never been attempted anywhere else in the world. You
may be thinking, “Why Malaysia?"” The optimism sur-
rounding the MSC's potential is boosted by the success of
Malaysia in attracting global investment and promoting
international business and industry. The advantages of
Malaysia as a regional centre for multinational operations
are many. The country continues to exploit its natural and
traditional attributes while improving on its technological,
physical and soft infrastructures to ensure that it remains
a profit centre of choice in the region. Malaysia has at least
eight key strengths.

First, Malaysia's strategic location at the heart of
Southeast Asia, one of the world's fastest growing regions,
with access to the three Asian markets of India, China and
Indonesia. Historically a thriving entreport, Malaysia con-
tinues to serve as an important entry point into Asia, serv-
ices as it is by all major air and shipping lines. We are only
a few hours' flight from major Asian capitals. Blessed with
an agreeable climate, rich tropical resources and a popu-
lation drawn from Asia's oldest civilisations, Malaysia is

L g
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becoming increasingly attractive for trade, investment
and tourism.

Second, stable economic growth. Over the past dec-
ade, Malaysia has achieved consistently high growth of
over 8 per cent in GDP terms. A well-managed economy,
supported by strategic development policies, ensured sta-
bility over the long term. Malaysia’s series of five-year de-
velopment plans are executed against a backdrop pro-
vided by an Industrial Master Plan and Vision 2020. These
ensure a continuing agenda and have resulted in the
country moving from its role as a leading producer and ex-
porter of primary commodities to one of a world manufac-
turer and exporter of electronic products and resource-
based consumer goods. Malaysia’s current thrust is to-
wards high-technology and knowledge-based industries.

Third, political stability. Having gained its independ-
ence peacefully in 1957, Malaysia has demonstrated the
benefits of political prudence and regard for good neigh-
bourliness in its governance and international relations.
The country is managed a by a coalition of political parties
which harmonises the political needs of the different eth-
nic communities, thus providing political stability under a
pragmatic leadership for the past 40 years. the govern-
ment, assuming the role of facilitator for private enter-
prise under the Malaysia Incorporated concept, will work
diligently to lay the groundwork for industrial growth.

Fourth, a multicultural, multilingual and multiethnic
environment. Drawn from many Asian civilisations, Ma-
laysia’s multiethnic population has given a unique vitality
to Malaysian life. Malaysians are multicultural by up-
bringing and attitude, and they place a high premium on
respect and tolerance for people from other communities
and cultures. They speak a variety of languages (including
English, Malay and Mandarin) and various Chinese and
Indian dialects. Malaysia’s population of more than 23 mil-
lion is relatively young and energetic, with 42 per cent fal-
ling within the 15-39 age group.
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Malaysia and its multicultural links with the biggest
Asian markets are unique. Malaysians are made up of
people of Malay, Indonesian, Indian and Chinese origin.
We have language skills and cultural knowledge that can
be very helpful. Most people speak English as well as one

or more languages such as the different Chinese or Indian
dialects, or Malay.

Fifth, developmental track record. Malaysia makes no
excuses for putting its infrastructural and superstructural
projects on the fast track. Its construction sector recorded
its eighth year of double-digit growth in 1996, reflecting
the successful execution of several megaprojects in the
residential, commercial and industrial sectors. The new
North-South Expressway, Kuala Lumpur International
Airport, Telecommunications Tower, a second link to Sin-
gapore, Light Rail Transit System, Commonwealth
Games Village and East-West Expressway are only a few
examples of recent infrastructual developments that have
been completed or are nearing completion. With these
new communications infrastructure being built, Malaysia
will be a highly efficient and effective hub for the region.

Sixth, cost advantage. Malaysia still has a cost advan-
tage as compared to the other ‘tigers’ in the region. In fact,
a recent study done by international consultants on the
cost of doing business in Malaysia indicated it is amongst
the most competitive in the Asean region, To sustain this,
the government will continue to provide the enabling en-
vironment. Our people are amongst the most productive
in Asia.

Seventh, the newness of multimedia to Malaysia pro-
vides an important advantage—we have no inherited sys-
tems or entrenched interests determined to defend their
current positions. We have the political will and the power
to rapidly change any existing laws or policies that impede
the ability of companies to capitalise on the benefits af-
forded by the information age. We will not be diverted by
excessive politicking in Malaysia. In Malaysia, things that
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need to be done will be done quickly, unobstructed by cor-
ruption.

Finally, we are highly committed to making the MSC a
success and we have a track record of meeting our com-
mitments. We are a pragmatic government which has con.
sistently proven our critics wrong even when we adopt
unconventional policies and strategies. Malaysia’s history
since independence has shown consistency and predict-
ability so that long-term investment will not be threatened
by the twists and turns of volatile local politics. The Malay-
sian government sees multimedia as the strategic sector to
achieve our Vision 2020, the attainment of developed
country status through productivity-led growth, with the
MSC at the leading edge of this key sector. Consequently,
we simply cannot and will not allow the MSC to fail.

We have been very busy over the last two years work-
ing with leading companies such as Nippon Telephone
and Telegraph (NTT) to understand the future needs of
world-class companies. McKinsey & Co has interviewed
hundreds of companies to understand their requirements
and is working with us to learn lessons from the experi-
ence of other countries.

To ensure that the MSC will not fail, Malaysia is offer-
Ing a ten-point Multimedia Bill of Guarantees. The gov-
ernment of Malaysia formally commits the following to all
companies receiving MSC status from the Multimedia De.
velopment Corporation: (i) Malaysia will provide a world-
class physical and information technology infrastructure;
(1) Malaysia will allow unrestricted employment of foreign
knowledge-workers: (iii) Malaysia will ensure freedom of
ownership of companies; (iv) Malaysia will allow the free-
dom to source capital globally for MSC infrastructure and
the right to borrow funds globally: (v) Malaysia will pro-
vide competitive financial incentives, including no income
tax or an investment tax allowance, for up to ten years,
and no duties on the import of multimedia equipment; (vi)
the MSC will become a regional leader in intellectual
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property protection and cyberlaws; (vii) Malaysia will en-
sure no censorship of the Internet; (viii) the MSC will offer
globally competitive telecommunication tariffs and serv-
Ice guarantees; (1x) Malaysia will tender key infrastruc-
ture contracts to leading companies willing to use the
MSC as their regional hub; and (x) Malaysia will ensure
that the newly established MDC, a high-powered imple-
mentation agency, will act as an effective one-stop shop to
meet the needs of companies.

These companies must be providers or heavy users of
multimedia or IT products and services and employ a sub-
stantial number of knowledge-workers. The MDC is regis-
tering interested companies and will be taking formal ap-
plications for companies seeking MSC status in March. In
addition to seeking world-class companies, the MDC is also
seeking world-class employees to help it build the MSC.

To the students, I invite you to submit your resumes to
the MDC and fill out the employment application on its
website. There are opportunities at its ten worldwide of-
fices and at its headquarters in Malaysia. To the compa-
nies, I welcome your participation and input. We need
your vision, creativity, entrepreneurship and skill to give
life to the MSC. To the international community, we offer
you a perfect environment to try and find solutions to
some tough questions whose answers must cross borders:
(1) how will value that is collaboratively created in several
countries but sold in another be taxed? (i1) how can intel-
lectual property rights of knowledge-based products and
services be defined and protected? (iii) how can responsi-
bility for the accuracy and integrity of information on the
Internet be ensured? (iv) how can society be protected
from new forms of fraud, counterfeiting, piracy and viral
attacks on the systems that run companies or even coun-
tries?

In Malaysia, we are looking at the possibility of creat-
ing a new Cyber Court of Justice as an international cen-
tre to look into these issues. We may sound very ambitious
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for a small country, but America itself was a small country
in the 19th century. At that time, England launched the In-
dustrial Revolution but America won it. Why? Because
the technology could be moved to an environment much
more conducive to realising its full potential. Malaysia has
come late to industrialisation, and this has given us the
will and skill to make sweeping changes that others can-
not because we have much less to lose.

The MSC provides all the critical components re-
quired to create the perfect environment to achieve the
promise of the information age. Today, it is much easier to
move technology and knowledge than it was a century
ago. This is why we believe we can build the global bridge
needed to move beyond the limits of the Industrial Age.
While I may be an optimist, I believe this path to prosper-
ity will be chosen over the alternative of hegemony and
win-lose economic relationships. The globalising and har-
monising forces of the information age will prevent a clash
of civilisations or the Asian Century. It will create the
World Century, the true Commonwealth of the World.

We hope you will become our partners in this exciting
endeavour to build a bridge to the promise of the informa-
tion age. The MSC cannot succeed alone, or we will have
an island instead of a bridge for the global aspirations, ca-
pabilities and vision of many leading-edge companies who
are prepared to collaborate in a new environment, We
hope you will join us in constructing an enduring bridge
into the information age and realise the promise of the up-
coming World Century.

Commentary During the era of the Cold War between
the United States and the former Soviet Union, the Sovi-
ets were the first to put the first man. Yur; Gagarin, in
space. In the ensuing months, a young American presi-
dent, John F. Kennedy told his people that he was going to
put the first man on the moon. At that time. it was beyond
the imagination and comprehension of anyone about the
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possibility of sending a man to the moon. To the naysay-
ers, such was a folly and was impossible. President Ken-
nedy was asked by one of such sceptics, why he was going
to send a man to the moon. He answered by saying, “be-
cause 1t is there.” President Kennedy the visionary deliv-
cred, America put the first man on the moon. Today, in the
digital era, another visionary in a different part of the
world has the vision of moving his country from a produc-
tion economy to a knowledge-based one. Dr Mahathir Mo-
hamad is his name and the country in question is Malay-
sta. Each of these visionaries is best described by George
Bernard Shaw’s view that life is no brief candle. They see
life as a sort of splendid torch, which they have got a hold
of for the moment. Whiles it is in their hands, they want to
make it burn as brightly as possible before handling it on
to future generations. Their visionary acts are a testimony
to such and ideal.

[n this speech by Dr Mahathir delivered at the Confer-
ence for Investors in the Multimedia Super Corridor
(MSC) at the University of California in Los Angeles, in
January 15, 1997, he said, “I have come to the world’s en-
tertainment capital to share a vision of building a bridge
between peoples and places, to connect your creativity
and entrepreneurship with a special environment we are
creating in Malaysia. By doing so, we can reap rewards to-
gether that neither of us would be able to develop on our
own.” Such a profound statement points to two important
1ssues. The first issue is that in this new information age,
no single country can go it alone. It requires collaboration
between developed and developing. The other issue is his
vision of a Multimedia Super Corridor, which he sees as
the vehicle that would lead Malaysia into the knowledge-
based economy. Just like the naysayers in president Ken-
nedy’s time that questioned his ability to put a man on the
moon, Dr Mahathir is also going to confound those doubt-
ers who question the viability of the MSC.
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Dr Mahathir see the MSC as a “a global bridge to the
information age.” The government of Dr Mahathir has
thus put in place the necessary infrastructure and infos-
tructure, cyberlaws, policies and practices that would en-
able companies from around the world to be able to use
the MSC as a global bridge to the information age.

The MSC would be a global testbed for new ideas and
products. It would also be the R&D centre for
information-based industries to develop new codes of eth-
1cs for our global village. The MSC project is divided into
three phases. Phase I would be the phase of learning from
its partners and effectively using such experience. Phase
IT would be the linking up of the MSC with other islands of
excellence within Malaysia. Phase III would be the mak-
ing of all of Malaysia into a MSC and connecting it to other
smart regions around the world. It is the vision of Dr Ma-
hathir that this would culminate with Malaysia attaining a
developed nation status by the year 2020.

To make sure that such a vision is attained, the Multi-
media Development Corporation (MDC) was created to
serve as a one-stop centre to manage and market the
MSC. With offices around the world, the MDC is also man-
dated to hire the best people in the world to help see this
vision to fruition. To show how serious Dr Mahathir is
about the MSC, he and his deputy would personally over-
see the activities of the MDC and would help resolve any
1ssues that could serve as a bottleneck to the progress of
the project that are brought to their attention. Further-
more, to assure the success of the MSC, the government of
Dr Mahathir has put in place a ten-point Multimedia Bill
of Guarantees. These include:

» Malaysia would provide a world-class physical and
information technology infrastructure;

» Malaysia will allow unrestricted employment of
foreign knowledge-workers:
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* DMalaysia will ensure freedom of ownership of com-
panies;

« Malaysia will allow the freedom to source capital
globally for MSC infrastructure and the right to
borrow funds globally;

« Malaysia would provide competitive financial in-
centives, including no income tax or an investment
tax allowance, for up to ten years, and no duties on
the import of multimedia equipment:

e The MSC will become a regional leader in intellec-
tual property protection and cyberlaws;

* Malaysia will ensure no censorship of the Internet;

¢ The MSC will offer globally competitive telecom-
munication tariffs and service guarantees:

« Malaysia will tender key infrastructure contracts
to leading companies willing to use the MSC as
their regional hub; and

¢ Malaysia will ensure that the newly established
MDC, a highly-powered implementation agency,
will act as an effective one-stop shop to meet the
needs of companies.

Fast-forward to the year 2001, about four years ago
since this speech was delivered. What is the progress of
the MSC? Despite the Asian financial crisis and the cur-
rent global economic downturn, the MSC has achieved
and exceeded its target of attracting companies of world-
class stature to locate in the corridor. Most of the infra-
structure 1s in place and most of its flagship applications
are in place. These flagships range from electronic gov-
ernment to a multipurpose card. This card has undergone
the pilot test stage and it would soon be replacing the plas-
tic identity cards of all Malaysian citizens. The MSC has
also introduced a new flagship initiative called Techno-
preneur development. A drive through the MSC today
sees 1t abuzz with activity. Gradually but surely, it is mov-
ing towards the goal it was set up to achieve. Then one can
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conhidently say that the vision of Dr Mahathir to set up the
MSC and to steer it to lead Malaysia into the knowledge-
based economy is on the right course and come the year
2020, Malaysia would attain its developed nation status as
envisioned by its architect. The sad part is that Dr Ma-
hathir may not live that long to see the nation attain this
status. A collary can be drawn when Martin Luther King,
the American civil rights leader, during the fight for the
civil rghts of his people told them about the “promise
land” that he see his people entering but he shall not get
there with them. When the American government passed
the civil rights bill, King was not around to celebrate it. Al-
beit, he left his people and this world a better place than
he met it. Similarly, when all is said and done, Dr Mahathir
might not be around in the year 2020 when Malaysia at-
tains a developed nation status, but he would have left his
people and the country better off than how he met it.
When that day is here, it would be commonplace to read in
the newspapers “Multimedia Super Corridor is the global
bridge to the information age.”
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17
The Multimedia Super Corridor:
Realising a Vision for Malaysia

I WOULD like to welcome you all to
Multimedia Asia—both those who are physically present
here in Kuala Lumpur but also those who are with us
through the magic of the Internet. I am delighted to have
this opportunity to use this new medium for a live broad-
cast which will later be available on the MSC homepage
for reference.

Our goal for this conference is to launch the Multime-
dia Super Corridor (MSC) and explain to the world all that
we are doing to make it a reality. ] hope you will all leave
here with a full understanding of what we truly believe is a
world-first—the careful creation of a region with an envi-
ronment especially crafted to meet the needs of leading
edge companies seeking to reap the rewards of the infor-
mation age in Asia.

—_ = —am.

A speech delivered by Dr Mahathir Mohamad at the opening of
the Multimedia 1996 Conference on the Multimedia Super Cor-
ridor in Kuala Lumpur, Malaysia on August 1, 1996
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No other country is even considering anything similar.
I see the MSC as a global facilitator of the information age,
a carefully constructed mechanism to enable mutual en-
richment of companies and countries using leading tech-
nologies and the borderless world. Other plans may sound
similar because they all use ‘IT’, ‘Cyber’, or ‘Multimedia’
to market one development or another. But we are not
adding new facilities to existing ones; we are building and
installing the latest on a huge 15-by-50km greenfield site.
We are not just upgrading.

We are talking here about something much more far-
reaching. We are talking about changing the way we live
and work within the MSC. This special area will be a
global testbed for the new roles of government, new cy-
berlaws and guarantees, collaborations between govern-
ment and companies, companies and companies, hew
broadcasting and new types of entertainment, education,
delivery of healthcare, and applications of new technolo-
gies. We are taking a single-minded approach to develop-
ing the country using the new tools offered by the infor-
mation age. The MSC will be the R&D centre for the infor-
mation based industries, to develop new codes of ethics in
a shrunken world when everyone is a neighbour to every-
one else, where we have to live with each other without
unnecessary tension and conflicts.

Malaysia had industrialised so rapidly that where once
commodities made up 100 per cent of our exports, today
manufactured goods constitute 78 per cent of our exports
valued at US$75 billion. Yet we are not a developed coun-
try. To become a developed country according to our Vi-
sion 2020 we cannot continue with conventional manufac-
turing industries. We have to move into the information
industry. We need to tap the talents of the whole world in
order to do this. As in the past those who respond to our
Invitation to invest in Malaysia will reap a rich return.

As usual, in Malaysia we move very fast. In the infor-
mation age and instant communication, there would be
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people working at any time in 24 hours who will want to be
serviced. Malaysia takes this fact seriously. Not only do we
work 24 hours a day to construct and manufacture, but we
expect to provide information service 24 hours a day
through our MSC. Consequently we have already readied
a blueprint for the massive 750-square-kilometre site. We
have almost completed the Kuala Lumpur International
Airport and the Kuala Lumpur City Centre at both ends of
the corridor, started work on the new wired high-
technology intelligent administrative capital to be served
by dedicated road and rail linkages. To protect intellectual
property rights, new cyberlaws are being formulated and
a Multimedia Bill of Guarantee is being worked out to en-
sure hassle-free operations by foreign and local compa-
nies operating out of the MSC.

The MSC is both a physical area and a new paradigm
for creating value in the information age. Physically, the
MSC will be a 15-by-50km square area spreading south of
Kuala Lumpur. It begins with the Kuala Lumpur City
Centre in the North and runs to Kuala Lumpur Interna-
tional Airport at Sepang in the South. It is bounded by the
North-South Expressway in the East and the new Coastal
Link Highway in the West. The MSC includes two other
megaprojects in its centre—Putrajaya, the new adminis-
trative capital, and an IT City, a development of smart-
buildings with the latest information infrastructure that is
being tailored to meet both the living and business needs
of the knowledge-worker. Most of these projects are un-
derway and each is exciting in its own right.:

KLCC is the northern gateway to the MSC and is
graced by the tallest towers in the world. They already
dominate our skyline at 450 metres each and constitute a
city within a city.

KLIA will be ready before the Commonwealth Games
in 1998 and will have initially 80 gates with two parallel

runways. It will be an airport in the forest to ensure it is an
appropriate international gateway to the environmentally
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beautiful MSC. KLIA will also become an integrated logis-
tic hub with the latest in IT to facilitate movements of peo-
ple and goods.

Putrajaya is Malaysia's new electronic government ad-
ministrative centre and will also be developed as an ‘intel-
ligent’ garden city. It will provide a balanced urban envi-
ronment for 250,000 people served by state-of-the-art
communications and transportation systems.

IT City will be located in West Putrajaya and provide
top quality business facilities, residential housing, leisure
and recreational facilities, and state-of-the-art supporting
infrastructure. It will support a working population of ap-
proximately 150,000 and a living population of over
100,000. In between these megaprojects, there will be am-
ple land to be developed especially for the multimedia in-
dustry and other companies using leading edge informa-
tion infrastructure to provide products and services to
their clients. The entire area will be served by a 2.5-10 gi-
gabits, 100-per-cent digital fibre-optic network that will di-
rectly link the MSC with Asean, Japan, United States and
Europe. There will also be high speed road and rail links.
Its location between the airport and Kuala Lumpur puts
the MSC in the most convenient location for industrial I'T
innovators and knowledge-workers.

That describes the physical aspect of the MSC, but we
are talking about creating something much greater. The
best way to fully describe the MSC is to provide a vision of
what it will hopefully become by the year 2020.

As we approach the 21st century, fantastic changes are
taking place which make what was impossible in the old
economy of the Industrial Age suddenly possible in the in-
formation age. Borders are disappearing due to ease of
global communications, capital flows, the movements of
goods and people and location of operational headquar-
ters. Where countries once competed with one nation’s
trade surplus resulting in another’s trade deficit, in the fu-
ture both countries can benefit because networks of com-
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panies collaborate across borders to deliver value to
customers in the most economically sensible way.

In short, the information age has created conditions
for the first time in history that will enable countries and
companies to mutually enrich one another—it is no longer
a zero-sum game with winners and losers. I believe neigh-
bours prosper more when they help each other than when
they are selfish or envious. Sometimes neighbours need
new ideas and tools to help them move beyond petty con-
flicts of the past. These may be frightening at first—be-
cause they require fundamental attitudinal changes—but
once accepted, people will forget their petty jealousies
simply because they are racially or nationally different. If
we can imagine how our grandparents felt about the free-
dom of movement when automobiles were first intro-
duced, we can appreciate the sense of freedom which the
Internet, for example, has made possible in the informa-
tion age. Many of us, however, are still afraid to go for a
test drive.

I hope the MSC will change this in Malaysia. The MSC
is the first place in the world to bring together all of the
elements needed to create the kind of environment to en-
gender this mutual enrichment. I see the MSC in 2020 as a
multicultural ‘web’ of mutually dependent international
and Malaysian companies collaborating to deliver new
products and services to customers across an economi-
cally vibrant Asia and the world. I fully expect that this
‘web’ will extend beyond Malaysia’s borders and out
across Malaysia’s multicultural links to our neighbours.
Component manufacturing can then be done in China, on
machines programmed from Japan, with software written
in India, and financing coming from the Labuan Interna-
tional Offshore Financial Centre. The product may be as-
sembled in Penang and shipped to global customers direct
from our new airport at Sepang.

Malaysian companies are already working with world-
class international companies and technology transfer is
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taking place because each company will really be adding
value to the product. Moreover, companies and neigh-
bouring countries are benefiting as well because parts of
the product are produced in other locations. The con-
sumer benefits most of all because they get a good quality
product at the best possible price. In short, all parties
touched by this ‘web’ will benefit and are enriched
through their contribution to it.

By 2020, I see the MSC having hundreds of large and
small companies working collaboratively with one an-
other and with partners across Asia. Some of these com-
panies will certainly be today’s leaders. Many others will
be the smaller companies that are members of each of
these companies ‘web’. Hopefully, a few of tomorrow's
leaders will be from Malaysia with new products and serv-
ices in the MSC. I hope the MSC will be far more than a
business development by 2020. I see a global community
living at the leading edge of the information society. Their
smarthomes will be connected to a network through
which they can shop, receive information, be entertained,
interact with one another, and educate themselves. Of
course when they grow tired of all these newfangled
things they can enjoy the pristine environment which we
have preserved in Malaysia.

By 2000, I expect to see seven specific applications be-
ing developed in the MSC by ‘webs’ of international and
Malaysian companies:

First, Malaysia will be a pioneer in electronic govern-
ment. This will be a multimedia-networked paperless ad-
ministration linking Putrajaya to government centres
around the country to facilitate inter-governmental col-
laboration and citizen access to government services.

Second, Malaysia will be a regional centre for tele-
medicine. With our Chinese, Ayurvedic, and Western
medical knowledge, we are a natural hub. Rural clinics
can be connected to medical experts from Malaysia and to
the great clinics worldwide using new tele-instruments for
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remote diagnosis. The doctor no longer has to be in the
same room as the patient. Key information can be gath-
ered using new instruments such as ‘electronic stetho-
scopes’ operated by nurses or technicians. This can be
viewed and compared with other patients by the world’s
best doctors and of course data on millions of patients al-
ready in the world’s computers.

Third, I hope the MSC will become a collaborative
cluster of universities and corporate R&D centres, using
distance learning to produce world-class graduates and
next-generation innovations.

Fourth, I hope the MSC will be a remote manufactur-
ing coordination and engineering support hub that elec-
tronically enables companies in high cost countries to ac-

cess plants across Malaysia and Asia as a virtual extension
of their domestic operations.

Fifth, the MSC should become a multimedia customer
service hub leveraging Malaysia's unique multicultural
links to provide electronic publishing, content localisa-
tion, telemarketing and remote customer care to a market
of 2.5 billion people. For example, a Japanese company’s
catalogue can be translated into Chinese or Tamil or Hindi
by a company that takes orders through a system that
automatically localises the sizes and the currencies.

Sixth, the MSC will be an environmentally beautiful
and highly convenient financial haven with direct multi-
media links to the Labuan International Offshore Finan-
cial Centre and the world’s financial centres. This will en-
able ‘reverse investment’ outward from Malaysia and will
benefit our neighbours.

Finally, Malaysia will have the world’s first national
multipurpose smartcard. One card will have the individ-
ual’s ID and electronic signature and access to govern-
ment, banking, credit, telephone, transport and club serv-
ices. Of course, security will be critical but the technology
enables all of these services to be on one secure platform.
Imagine the convenience as we are freed from having to
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carry a huge pack of plastic cards and selecting one every
time we need to use a card.

The MSC is the leading edge of a new national strategy
for Malaysia to achieve the goals described in Vision 2020.
I fully expect to see a few world-class Malaysian compa-
nies emerge from the MSC. It will accelerate the develop-
ment of a strong services sector to balance our already
strong manufacturing sector while helping to improve the
nation’s productivity and standard of living. Equally im-
portant, the MSC will provide a platform to bring us to-
gether and celebrate our culture while educating us in
new and different ways. It will open us to a world of multi-
cultural knowledge and relationships which will enrich
our partners, neighbours and ourselves.

What I have just described has probably never been
attempted anywhere else in the world. You may be think-
ing, “Why Malaysia?”

First, Malaysia’s physical location at the centre of
Asean and its multicultural links with the biggest Asian
markets is unique. We have language skills and cultural
knowledge that can be very helpful. Most people speak
English as well as one or more languages such as different
Chinese or Indian dialects, or Malay. With the new airport
and communications infrastructure being built, Malaysia
will be a highly efficient and effective hub for the region.

Second, Malaysia still has a cost advantage as com-
pared to other NIEs in the region. Third, the newness of
multimedia to Malaysia provides an important advan-
tage—we have no inherited systems or entrenched inter-
ests determined to defend their current positions. We have
the political will and the power to rapidly change any ex-
isting laws or policies that impede the ability of companies
to capitalise on the benefits afforded by the information
age. We will not be bogged down by excessive politicking
in Malaysia.

Finally, we are highly committed to making the MSC a
success and we have a track record of meeting our com-
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mitments. We are a pragmatic government which has con-
sistently proven our critics wrong even when we adopt
unconventional policies and strategies. Malaysia's history
since independence has shown consistency and predict-
ability so that long-term investment will not be threatened
by the twists and turns of volatile local politics. The Malay-
sian government sees multimedia as the strategic sector to
achieve Vision 2020, i.e. the attainment of developed coun-
try status through productivity-led growth, and the MSC
is at the leading edge of this key sector. We are actively
talking to companies to understand their needs, and cre-
ating advisory panels to ensure we in government fully
understand all that is required to provide the perfect regu-
latory, administrative, and social environment within the

MSC.

We have been very busy over the last several months to
understand your needs and respond to them by making
the required changes in the MSC. We conducted a com-
prehensive study last year and a follow-up study this year
and identified several key factors for success. These are
access to sufficiently skilled human resources and flexibil-
ity in hiring; access to world-class telecoms and informa-
tion infrastructure; liberalised financial environment with
no local content, ownership or partnership requirements;

quality of life as good as home countries with every con-
venience and ease of doing business.

To address these, we are undertaking several major
initiatives. First, the Prime Minister’s Office will be setting
an example for the rest of the country. It will be paperless
by 1998 when the office moves to Putrajaya. Ministries will
need to interact with the Prime Minister’s Department

electronically which will encourage them to make them-
selves paperless.

Second, all schools within the MSC will be connected
to the Internet by 1998 and the rest of the country will fol-
low. The Ministry of Education is leading several initia-
tives to increase the role of multimedia in education. We
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plan to dramatically increase the number of engineers
graduating every year. Teachers will need to change their
role in the electronic classroom from being information
providers to counsellors in order to help students select
information sources, to make judgements about what they
are downloading. In short, high technology requires high
touch because the key to success in the information age
will be making the right judgements between an awesome
array of choices. We are examining our education system
to create a curriculum where people learn how to learn so
they can continue their education throughout the rest of
their lives. The measure of our success in 2020 will be the
number and quality of our people who can add value to in-
formation. To that end, we will be creating a Multimedia
University and technology schools within the MSC.

Third, while these long-term solutions are important,
we also need to close the gap immediately if the MSC is to
succeed. This will require us to undertake an experiment
and allow MSC companies the unrestricted import of
knowledge-workers for the next ten years. In addition,
there will be no employment restrictions on MSC compa-

nies and there will be no restrictions on foreign ownership
within the MSC.

These commitments, along with several others, will be

part of a Multimedia Bill of Guarantees for MSC compa-
nies:

* Multimedia or IT is the priority sector for achiev-
ing Vision 2020 and the MSC will be home to Ma-
laysia's leading edge multimedia development:

» The MSC will have the best environment in Asia
by creating MSC specific laws, policies and prac-
tices;

* The MSC will have a world-class physical and in-
formation infrastructure:

 MSC companies will have access to a workforce of
sufficient size and skills:
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e The MSC will become a regional centre of excel-
lence in multimedia education, research and
leading-edge applications;

* There will be no employment or ownership restric-
tions for MSC companies;

¢ The MSC will become a leader in multimedia regu-
lations; ‘cyber-laws’ for using IT to deliver value in
new ways (e.g. telemedicine, distance learning,
electronic signature) and intellectual property pro-
tection will be legislated;

e The MSC will offer the best, tailored incentives
and financial or venture capital environment;

« Key MSC infrastructure contracts will be tendered
to companies willing to use the MSC as their re-
gional hub;

« The MDC will be empowered to act as a one-stop
shop to ensure that the MSC meets the needs of
companies;

 The incentives that will be made available to MSC
companies are still being detailed but will include
corporate tax exemption for 5-10 years depending
on proposed applications to be performed within
the MSC for companies committing to the MSC
within the next year;

» Infrastructure contracts will also be awarded on a
preferential basis to MSC companies; and

* Opportunity to sit on an advisory panel to provide
direct input to the prime minister or the deputy
prime minister on the environment provided
within the MSC.

We have invited multimedia experts and CEOs from
various countries to sit on the distinguished International
Advisory Panel (IAP). The IAP will be chaired by me and
provide advice on a continuing basis about the quality of
the overall MSC environment. I look to the members of
this panel as partners in ensuring the success of the MSC.
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In addition, the cabinet has set up the MDC with the
mission to ensure MSC companies have the world’s best
environment for harnessing multimedia services. It has a
mandate to be the one-stop shop to manage and market
the MSC. The MDC will have governmental powers but
will be run like a private corporation that serves MSC
companies as its clients.

The MDC will be taking applications for companies
seeking MSC designation. This entitles the company to
the incentives and Multimedia Bill of Guarantees de-
scribed above. You can electronically file the application
through the MSC homepage.

We hope you will become our partners in this exciting
endeavour. The MSC cannot succeed alone. Its power
comes from harnessing the energy, capabilities and vision
of many leading-edge companies who are prepared to col-
laborate in a new environment. By bringing these pio-
neering companies together with Malaysian and Asian
companies, we believe we can spin a web that will mutu-
ally enrich all those participating or coming into contact
with it. At the same time, it will serve as a better interlink
for the global village and give the world a place where the
full potential of the information age can be explored with-
out any artificial limits.

Commentary The absolute truth about visionaries is that
they are people with guiding principles, dreams and a
sense of focus. The visionary has a crystal clear idea of
what he or she wants to accomplish. But these visionaries
are also mortals and as mortals, fear is part of their lives.
The most dangerous of all these fears is “the fear of fail-
ure,” and it more often than not stops a lot of mortals in
their tracks to take the leap. Bertrand Russell, the English
philosopher encapsulates this view solidly when he wrote,
“in the daily lives of most men and women, fear plays a
greater part than hope: they are more filled with the
thought of the possessions that others may take from
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them, than of the joy that they might create in their own
lives and in the lives with which they come in contact.” In
no uncertain terms, such is not the case with Dr Mahathir
Mohamad. The vision to set up the Multimedia Super Cor-
ridor (MSC) is a case in point. If he had inculcated in his
mind the fear of failing, he would not have embarked on
such an ambitious project. Would non-visionaries try to
ridicule his efforts? Yes they will and have. Would many
simpletons try to discourage him? Yes they will and have.
But those are the facts of life, for people would try to dis-
courage you if you set ambitious goals for yourself and if
you are a leader like Dr Mahathir, for your country. Yet, we
all know all too well that without goals there would be no
achievements. Dr Mahathir’s vision of transforming Ma-
laysia into a knowledge-based society and a developed
country by the year 2020 is the future that is taking shape
today, it 1s the unreachable that is becoming the reachable
and it 1s confounding the naysayers.

In this speech, which is delivered at the conference on
the MSC, Dr Mahathir laid out his vision of the MSC as a
“global facilitator of the information age, a carefully con-
structed mechanism to enable mutual enrichment of com-
panies and countries using leading technologies and the
borderless world.” The MSC would then be a global test-
bed for e-government, cyberlaws, multimedia and the ap-
plication of numerous new technologies. More important,
it would be a centre for the development of new code of
ethics for the information age by information industries. It
is also the vision of Dr Mahathir to see the MSC as a “mul-
ticultural web"” of mutually dependent international and
Malaysian companies collaborating to deliver new prod-
ucts and services to customers across an economically vi-
brant Asia and the world.

The vision of Dr Mahathir is to see the MSC contribut-
ing and leading Malaysia's efforts into the knowledge-
based economy. It is Dr Mahathir’s vision to see Malaysia:

195



MAHATHIR MOHAMAD

» Bethe pioneerin electronic government:

« Betheregional centre for telemedicine;

« MSC being a collaborative cluster of universities
and corporate R&D centres using distance learn-
ing to produce world-class graduates and next gen-
eration innovations: X

e MSC would be a remote manufacturing coordina-
tion and engineering support hub;

e MSC would become a multimedia customer serv-
ice hub;

e MSC would be an environment with multimedia
links to the Labuan International Offshore Finan-
cial Centre and other world financial centres; and

« Malaysia would have the first national multipur-
pose smartcard.

Most of Dr Mahathir’s visions as it pertains to the MSC
have been attained so far and some are in the pilot stage.
For a developing country, such achievements are laud-
able. Indeed many developed countries took centuries to
arrive at their current stage of technological sophistica-
tion. Malaysian is arriving at such a stage in a much lesser
time. The MSC has attracted numerous world-class com-
panies since its inception based on the vision of Dr Ma-
hathir. So far, it has surpassed most of its goals despite ex-
ternal shocks to the Malaysian economy, a small open one.

With the Multimedia Bill of Guarantees for companies
set up in the MSC and the guidance of a distinguished In-
ternal Advisory Panel (IAP), the MSC would surely
achieve all the targets set out for it. Yet it cannot be em-
phasised enough that the achievements attained so far by
the MSC can be rolled back even eroded if Malaysians rest
on their laurels and become complacent. Complacency ac-
cording to the sages is the recipe for failure. On the other
hand, if Malaysians have an iron will to see through the vi-
sion of Dr Mahathir to the end even when he is not
around, Malaysia would become a knowledge -based soci-

196




MAHATHIR MOHAMAD

ety and a developed one by the year 2020. To stress the im-
portance of this point, let us borrow a leaf from Benjamin
Disraeli, a former British prime minister and writer. Ac-
cording to Disraeli, “Nothing can withstand the power of
the human will if its is willing to stake its very existence to
the extent of its purpose.” Nothing can stop the success of
the MSC if Malaysians in their very existence exercise the
will to the extent of assuring the purpose and vision of this
project.

Thus, it is incumbent on the next generation of leaders
of Malaysia to carry this torch forward. They must pass it
on to the next generation of Malaysians making sure that
it burns brighter than they received it. To those who might
not be aware, Gunnar Mydral, in his book, The Asian
Drama, quoted Jawaharlal Nehru as saying countries in
Asia including his, India “are not going to spend the next
hundred years in arriving gradually, step by step, at the
stage of development which the developed countries have
reached today. Our pace and tempo of progress has to be
much faster.” The MSC is an example of such a reality. It is
a vision and idea whose time has come, and its importance

cannot be emphasised enough in our current information
age.
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18
Application of Information
and Communications Technology
for Development

INFOTECH Malaysia ‘96 is an annual
dialogue with the planners, developers and implementors
of information technology (IT) applications. The discus-
sions at this dialogue hopefully will form the basis for for-
mulating an integrated IT agenda for the country.

Malaysia has been involved in the global electrical and
electronics (E&E) industry since the 1970s and it is today
the nation’s largest export sector. Nevertheless, the devel-
opment of the E&E sector has been primarily driven by
MNCs and the local value-added content of the exports re-
mains marginal. Most of the local value-added has come
mainly from testing and assembly operations with little or
no national focus on finished products. Similarly, the com-
puterisation effort within both the public and private sec-
tors has also developed only the hardware infrastructure
or technology acquisition capability, with limited work on

A speech delivered by Dr Mahathir Mohamad at the official
opening of the Infotech '96 Conference in Kuala Lumpur, Malay-
sia on December 19, 1996
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software or content development and customisation. As a
result, today, the national capability in information tech-
nology design and development is still rather limited. The
bottom-up approach to IT development has obviously not
resulted in much technology transfer in terms of indige-
nous design capability either in production of I'T-related
products or even in the development of IT applications.
With the convergence of computing, telecommunications
and broadcasting in the multimedia industry, it 1s now im-
perative that we develop our own socio-technical capabil-
ity for a smoother transition into the information age.

This reengineering of the national capability must first
of all begin with a more determined top-down leadership
in the development of I'T applications. It is equally impor-
tant that the new approach brings about radical changes
in the shape, structure and quality of relationships
amongst the key players. IT and the knowledge-based in-
dustries must be able to generate a new impetus for
change and growth. The information age demands that
second wave technologies be transformed into new indus-
trial structures associated with what are today called
“webs".

The government, through the National Information
Technology Council (NITC), has therefore assumed the
role of providing the necessary leadership for the develop-
ment of IT in Malaysia. The NITC is a partnership of
public-private sector captains formed in 1994 to discuss,
deliberate and articulate the IT agenda for the nation. The
MSC is one direct, clear and strategic outcome from the
NITC deliberations. The MSC is a conscious national at-
tempt at developing multimedia applications within the
designated area. The MSC will also leverage the transfor-
mation of the rest of the country into the information age
and the digital economy. Such a transformation will in-
volve every sphere of life, whether social, political, eco-
nomic, cultural, intellectual or psychological. The scope
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must also extend to the entire nation and improve the to-
tal quality of life for all Malaysians.

The MSC will begin with the development of eight
flagship multimedia applications to propel Malaysia into
the information age. The improved connection through
better telecommunications capability within the MSC
would also allow the rest of the country and the world to
participate in its development. For instance, one of the
flagship applications within the MSC is the development
of an R&D cluster. In fact, through the MSC the person
should even be able to collaborate with R&D centres
around the world to undertake research. That is exactly
our vision for the MSC: by investing in the hard and soft
infrastructure necessary for multimedia applications, we
will make it possible to create a truly borderless commu-
nity within and through the MSC. Through this border-
less research concept, the researcher should for example
be able to undertake concurrent design engineering of a
new car engine in collaboration with partners in France or
the United Kingdom without even leaving his office.

Apart from the leadership and the technology push
provided through the MSC, the real challenge will also be
the creation of the demand pull for high quality IT serv-
ices by the rest of the country. Such a demand pull will
make the MSC flagship applications even more meaning-
ful. Therefore, while the MSC becomes the focus of our ef-
tort, the rest of the country, be it industry or R&D institu-
tion or government agencies, must also contribute directly
to the success of the MSC. The successful development of
the MSC is fundamentally linked to the preparedness of
the rest of the nation to usher in the information age.

The ‘-worked’ electronic global village today offers us
many lessons about the speed and influence of the infor-
mation explosion. This explosion, if carefully applied to
national and local problem resolution, can actually create
the demand pull for service applications within the MSC.
Through the power of information networking, our
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schoolchildren can do research through electronic librar-
1es accessible via the Internet. Consumers will be able to
pay their taxes and dues via the to local authorities. Soon,
even the electoral process may use electronic means to de-
termine governments. The Internet as an early signal of
the information age has already begun its revolutionary
impact.

Vision 2020 calls for the building of a developed nation
in our own mould. The mission of the IT agenda must
therefore be to nurture a knowledge society premised on
our own history, tradition, culture and development expe-
riences. This knowledge society must also become a civil
society. The transition from merely accessing information
to infusing knowledge and becoming a civilisation is sub-
tle but critical. The creation of a civil society will be the ul-
timate vision of the IT agenda.

A civil society of the future must be a society where the
wise rule and the people actively participate in determin-
ing their destiny. The ownership of knowledge may be less
privatised and personalised but will become trusteeships
of civil property. The pursuit and application of knowl-
edge will continue for the personal and public good. Elec-
tronic governance may help realise the ideals of a partici-
pative democracy with greater transparency. One corner-
stone of civility will remain the notion of human dignity.
The right of individuals against poverty and starvation is
also a basic and an inalienable human right. This is our
notion of a genuinely caring society, one which is duty-
bound to take care of the interests of everyone in society.

Many civilisations in the past have attempted to de-
velop the civil society. Yet most have failed. Some are still
carrying on with their experiments. Therefore, in our de-
sire and enthusiasm of becoming a knowledge society, we
must keep in context a few key issues related to the down-
side of the IT and the Internet-driven transformation.

The information age also brings with it concomitant
problems and challenges. In the old days, when some-
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thing happened somewhere it took time for others to hear
about it. Today news travels almost instantly. Distant truth
1s almost virtual reality. In such a context, one of the ef-
fects of the decentralisation of the medium and the mes-
sages 1s a loss of control over events. The government
alone will no longer be able to control content once it is
processed through the electronic media. Therefore, cen-
sorship and control of content becomes a serious issue.
Censorship may not remain administratively the sole re-
sponsibility of public agencies. It may have to be trans-
ferred to all societal organisations and institutions. As a
result, the family unit and the school, in particular, the
corporation and the community will have to undertake re-
sponsibility for censorship and the strenghtening of val-
ues in the information age.

From the national perspective, the use and application
of information technology must lead to a better quality of
life for all Malaysians. The two issues of equity and univer-
sal access will continue to remain key issues in our multi-
racial, multireligious society. The application of IT must
consider how to improve the quality of life for all Malay-
sians, whether urban or rural. Our vision of creating a de-
veloped nation by 2020 includes the challenges of ensur-
ing an economically just society, a fully caring society, and
a mature, liberal and tolerant society. The IT agenda must

consciously seek to address these socioeconomic issues as
well.

From the international perspective, the IT agenda
clearly places our national aspirations at the centre of the
global technology, trade and investment context. The real
challenge is to ensure that I'T-related investments produce
not only profits for the investors but also result in Malay-
sians moving from being mere consumers to producers
and innovators of technology. Malaysians must attempt to
become new service providers through leveraging on IT.
Therefore, priority is no more assigned merely to the
quantity but quality of investments which Malaysia at-
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tracts and the degree to which indigenous technology and
domestic partners contribute to value-added activities. We
hope that the MSC can be viewed as an IT framework for
smart partnerships.

With the MSC we are actually creating an investment
haven in the middle of palm oil plantations to usher in the
third wave of information and knowledge industries.
Would this create dysfunctionalities within the nation?
Would the initiative crowd out the locals? Is it giving un-
fair advantage to technology owners? Would it destroy
and pollute our environment? These are all valid ques-
tions but they may beg the issue of who we really are.

Having initiated a ripple effect through the MSC for
the IT agenda, the greatest challenge facing the MSC and
the nation is content creation. Content creation will deter-
mine the substance and success of the IT agenda of turn-
ing the ripples into tidal waves of change and transforma-
tion. The IT agenda would have a three-pronged strategy
with a clear mission of building a knowledge society. The
foundational strategy remains that of building and devel-
oping the appropriate physical infrastructure and infos-
tructure. The second strategy would be the creation and
development of enrichment systems or IT-based applica-
tions that are demand driven. Again, the MSC’s eight flag-
ship applications provide an opportunity for both partici-
pation and learning. We are negotiating for the support
and assistance of some of the best companies in the world
to share their technology and know-how with us. These
companies are also looking for a platform to test their
products and ideas. When they come, the Multimedia De-
velopment Corporation (MDC) will ensure that they will
cooperate with locals to create smart partnerships be-
cause we are creating some of the best platforms in the
world for such multimedia applications. Again, multiple
opportunities are available for local entrepreneurs to col-
laborate on the development of new applications.
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The third strategy of the IT agenda will remain the hu-
man development effort. Both individuals and groups
have to acculturate themselves to deal with ‘intelligent’ or
‘smart’ systems while still remaining smarter than the sys-
tems or applications they help create. The human devel-

opment effort would involve all educational and training
systems, whether formal or informal, from the primary to

the tertiary and continuing education systems.

Through the MSC, I believe, we have jump started a
process for change, particularly the legal framework for
IT as an accepted medium for business and commerce.
The Bills for three of the cyberlaws will be tabled in Par-
liament at its next sitting early next year. The success of all
these new initiatives is dependent on people being ready
to adapt and adopt to the changes. Knowledge-workers
can drive the change process, especially in creating
demand-driven content and developing the applications.
The education and acculturation process must finally lead

to complete transformation of both society and individu-
als.

The government has set the target of beginning the
electronic government project with the Prime Minister’s
Department. Beginning with this department, the govern-
ment will become the role model. This provides not only
business opportunities for the private sector but also a
conceptual challenge to all public servants. The aim of
electronic governance is to improve the efficiency and ef-
fectiveness of government services. The federal govern-
ment will begin with Putrajaya. I believe this can be a key
impetus for nationwide transformation of government
services.

This conference, through the different panel discus-
sions, will generate alternative views on how we can pro-
ceed. We hope that the dialogue framework we have cre-
ated would give opportunities for everyone to feel in-
cluded. Even this process is an evolving one and we will
improve as we move along. As the adage goes, the IT
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agenda is not merely a destination but a journey that Ma-
laysians need to travel together. There will be some key
challenges that the delegates may want to address within
the IT agenda. These include:

» While developing and defining a civil minimum for
IT access and capability, how does oné balance be-
tween the rights and duties of individuals, and that
of society and the environment?

* Inensuring the regional distribution of IT and
knowledge-based industries, how do we ensure
that resource allocation policies continue to offset
infrastructure limitations already present in cer-
tain regions?

» What new opportunities are offered through the
convergence of IT and telecommunications tech-
nologies to reenfranchise to include the different
disadvantaged groups into the mainstream of de-
velopment?

* What indicators and evaluation systems can we
put in place to ensure the move from an Informa-
tion to a Knowledge Society and ultimately to a
civil society?

The MSC is our own bold new initiative to turn IT rip-
ples into waves of change. The MSC flagship applications
are designed to mobilise the total resources of the nation.
This will, however, take place only if the nation as a whole
commits itself to becoming a knowledge society.

Commentary One ofthe criticisms of multinational cor-
porations (MNCs) is that they only set up their factories in
developing countries to utilise its abundant resource of
cheap labour or exploit other natural resources that may
be available which would determine the localisation of a
specific industry. It is further contended that the local
value-added content of the exports of these MNCs are
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marginal if any. Malaysia is no stranger to this problem. It
has firsthand experience from its electronic export sector.
With the convergence of ICT, the country realised that its

capability in information technology design and develop-

ment is rather limited; it was thus a challenge to develop

its soclo-technical capability to help the country transit to
a knowledge-based economy.

As the ICT revolution and the knowledge-based econ-
omy are going to determine the growth and development
of nations, it is imperative that the leadership of Malaysia
take a proactive role and set the agenda for the nation's
move towards a knowledge-based economy. One of the
proactive roles of the government was to set up the Na-
tional Information Technology Council to provide the reg-
uisite leadership to prepare Malaysia to benefit from the
[T revolution. Another proactive effort is the Multimedia
Super Corridor (MSC) that has been talked about a lot in
these speeches. The MSC is a national effort to help in the
transformation of Malaysia and help in its smooth transi-
tion to the information age and the digital economy. In this
aspect, the government has invested in the hard and soft
infrastructure necessary to make the MSC a true border-
less community and one in which multimedia applications
can be developed. If Malaysia succeeds, the benefits are
numerous. They range from realising its vision of becom-
ing a developed society by 2020, realising quantum leaps
in its growth and development efforts and a better quality
of life for its people.

Despite the numerous benefits in the transformation
of the country to the digital era, there are also problems
associated with it. The inability to control content once it
is let loose in the digital era is one of them. Such informa-
tion can be amplified many times over and disseminated
to many parts of the world in seconds. The issue of the
digital divide i1s another. This era would introduce a wide
gap between the “digital haves” and "digital have-nots”
between countries and between different sections within
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countries. Such can exacerbate the poverty and opportu-
nity gaps within countries. For multiracial and multire-
ligous societies like Malaysia, the governments must put
in place the requisite safety nets to rectify such an im-
pending problem.

The government of Malaysia should be applauded for
the efforts to move its people into the knowledge-based
era. Several policy measures have been put in place to
mitigate the effects of the digital revolution. However, one
thing that the government must pay closer attention to is
that of knowledge-workers. Without the adequate supply
of knowledge-workers to drive the nations efforts to move
towards a knowledge-based economy, it could be elusive.
The government must therefore develop short- and long-
term measures to solve the issues. It is a sine qua non to
Malaysia's efforts to move to a knowledge-based economy.
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The Multimedia Super Corridor:
An Opportunity for Japanese Industry

AS we approach the dawn of the 21st
century, the world is experiencing changes it has never ex-
perienced before, especially in the economic and techno-
logical spheres. In the old economy, national borders de-
fined the location of raw materials, energy sources, trans-
portation infrastructures and markets. In the New Econ-
omy, distance and borders are slowly disappearing. Be-
cause of new telecommunication technology, what is be-
coming more important are the footprints of satellites, ar-
eas reached by radio signals and the electronic media, un-
limited information and news. Old tastes, social norms,
values and even political inclinations are being trans-
formed by the access to information. These linkages in the
international economy has opened up and has resulted in
truly transnational cooperation making the European
Community (EC), North American Free Trade Area
(NAFTA) and Asia-Pacific Economic Cooperation (APEC)

A speech delivered by Dr Mahathir Mohamad at a gathering of
Japanese Business Leaders on the Multimedia Super Corridor
in Tokyo, Japan, on May 15, 1996
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more real than ever before. Manufactured products are no
longer just made in a single country. It may be designed in
Japan, with components supplied from Taiwan, assem-
bled in Malaysia and finally packaged in Thailand for the
world market.

The Asia-Pacific region is very much a part of this new
economic scenario. As the world economy looks for more
profitable locations to manufacture and produce, the old
unskilled labour-intensive and resource-intensive sweat-
shops of the Asia-Pacific region are transforming into
skilled and capital-intensive industrial economies. The
newly-industrialised countries of the Asia-Pacific region
are consistently registering positive growth rates. The
1995 World Competitiveness Report records that the GDP
of the Asia-Pacific region (excluding China) is already 80
per cent that of NAFTA and has surpassed the European
Community by 20 per cent. The World Development Report
estimates that the size of the economy of the Asia side of
the Pacific region will overtake that of the United States.
Because of their strategic position and relatively younger
industrial economies, the so-called Asian tigers will be en-
Joying a much stronger economic growth of between 7 and
10 per cent annually as compared to those of other coun-
tries in the Pacific region.

Malaysia is a leading member of the Asean countries
in terms of economic growth. Guided by Malaysia’s Vision
2020, all sectors of industry in Malaysia are undergoing
rapid growth. The manufacturing industry grew at 15 per
cent in 1995, while the services industry grew at 9 per cent.
Now Malaysia has launched a new strategy and pro-
gramme to switch to high-technology, capital-intensive in-
dustries with special focus on information and
telecommunication-based industries, which include a

very ambitious plan for what we call a Multimedia Super
Corridor (MSC).

The MSC is located in an area south of the capital of
Malaysia, Kuala Lumpur. It encompasses two megapro-
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jects that are already under construction and another
megaproject under implementation, namely the Kuala
Lumpur City Centre Complex, Putrajaya, new adminis-
trative capital of Malaysia and the new Kuala Lumpur In-
ternational Airport. The Kuala Lumpur City Centre is
graced by the tallest towers in the world, which at 450 me-
tres each, stand taller than the Sears Tower in the United
States. It is being designed as a self-contained, integrated,
multiple-towered city-within-a-city. It will have the latest
in telecommunications infrastructure and will be built as
an intelligent building complex surrounded by beautifully
landscaped parklands. The new Kuala Lumpur Interna-
tional Airport will be a very green airport in the forest be-
cause it will be lavishly dotted with trees, flowering plants
and shrubs. It will be in operation before the Common-
wealth Games in 1998. For a start there will be 80 gates
and two parallel runways. Putrajaya is Malaysia's new
electronic government administrative centre and will be
developed as a garden city with ‘intelligent’ features. It
will provide a balanced urban environment for 250,000
people served by state-of-the-art communications and
transportation systems. These three megaprojects will
form the nucleus for the MSC.

In between these three centres there will be ample
land to be developed specially for the multimedia indus-
try, both hardware and software as well as locations for
headquarters for design and direction of multinational in-
dustries utilising the communication network which will
be put in place. Already well-known telegraph and tele-
phone companies are planning to locate their headquar-
ters for the international operations in the MSC.

The MSC will be built fresh from the ground. Your in-
put into the design stage and therefore your participation
are welcomed. It will house knowledge-intensive and
information-intensive industries, the kind of industries
that will propel the Asia-Pacific region into the informa-
tion age. Future high-growth multimedia industries such
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as remote manufacturing and operations processing,
semiconductor development, distance learning, telemedi-
cine, integrated computing and communications solutions
can be located in the MSC and can act as a multicultural
production and coordinating centre.

By leveraging on the current three megaprojects that
are being implemented, the MSC will have access to one
of the world’s most modern airports with every likelihood
of becoming an important Southeast Asia hub. The MSC
will be in close contact with the most modern paperless
government, thereby facilitating financial and investment
activities. The MSC will be close to homes of the
knowledge-workers, creating very comfortable working
conditions. With all this advanced infrastructure and the
help of information technology and multimedia, the MSC
can enhance your organisation’s productivity and reach to

the fastest growing economies of East Asia and indeed the
world.

Malaysia has many other strengths that will place the
MSC as a leading multimedia catalyst centre.

Malaysia still has a cost advantage as compared to
other NIEs in the region. Malaysia has a growing pool of
skilled engineers who can cooperate with foreign inves-
tors in developing local and regional multimedia content.
Malaysia has cultural links with all the major NIEs in the
Asia-Pacific region. The population of Malaysia also
speaks Malay, Indonesian, different dialects of Chinese
such as Mandarin and Cantonese and different dialects of
the Indo-Pak continent. Most speak English fluently while
workers have a working knowledge of the language. So
Malaysia can service both East and West from the MSC.
As an example, the MSC can serve as a multimedia hub
that will be able to sell multimedia products designed and
produced in the Asia-Pacific region on the Western hemi-
sphere. This is possible by using the multicultural re-
sources in the MSC to translate the various languages of
the Asia-Pacific region into English.
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The Malaysian legal and governmental system is
based on those of the United Kingdom. Additionally, Ma-
laysia has the political will to change any existing laws that
may impede the speed and accessibility of the new infor-
mation age. The advent of multimedia brings with it de-
mands for rethinking and revision in the traditional laws
governing communication. The need for using electronic
signatures, the admissibility of electronic documents in
court, intellectual property laws will have to be changed to
accommodate the new multimedia environment. The sta-
bility of the Malaysian political scene will ensure that legal
and other changes will not be bogged down by excessive
politicking. Malaysia’s history since independence has
shown consistency and predictability so that long-term in-
vestments and gestations will not be threatened by the
twist and turns of volatile local politics.

Our commitment to the development of information
technology and multimedia in the country is proven with
the creation of the National Information Technology
Council (NITC) in 1994. This council comprises represen-
tatives from both the public and private sectors. It formu-
lates strategies for the utilisation and development of IT,
including the MSC. One of the NITC's recommendations
is the setting up of the Multimedia Development Corpora-
tion (MDC) which will be responsible for the operation of
the MSC once it is established. The MDC has been ap-
proved by the Malaysian Cabinet with an initial budget of
RM30 million and incorporated under the Companies Act
1965 and will thus be free from the constraints of bureau-
cratic red tape. The MDC's role is to serve clients located
in the MSC and to provide effective solutions for them. We
are looking into the possibility of the MDC having offices
throughout the world to market the MSC and to provide a
single point of contact for industries interested in invest-
ing and relocating within the MSC.

Besides the MSC, the NITC is already forming an in-
ternational advisory panel to provide expert advice and
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help guide Malaysia to ready itself with all the necessary
infrastructure. This panel will consist of international
players in the field of entertainment, news, multimedia,
information technology, and other critical areas. This
panel of international experts is being invited to Malaysia
to participate in the first Multimedia Asia Exhibition to be
held in Kuala Lumpur on August 1, 1996. Multimedia Asia
'96 will be, with apologies to our neighbours, Asia’s pre-
mier multimedia exposition and conference. The focus of
this major event will be to showcase the MSC to the entire
world. You are all most welcome to participate in this ex-
position.

As part of the programme to attract foreign investors
to relocate within the MSC, the Malaysian government is
looking into preparing a packet of incentives aimed spe-
cifically at the MSC. This packet of incentives will include
tax exemptions for five to ten years and other incentives.
On top of this normal set of incentives, because of the na-
ture of multimedia, the government is looking into a set of
guarantees to ensure that foreign investors will be able to
maximise their investment in the MSC. This ‘bill’ of guar-
antees can include a provision to ensure the availability of
world-class physical and information infrastructure so
that all the required capabilities and supporting services
will be available to investors. The government is looking
into providing access to sufficient human resources with
the required skills by expanding educational and training
programmes to teach multimedia and IT skills. Unre-
stricted access can be provided to foreign expertise and
knowledge-workers located in the MSC by expediting im-
migration procedures and removing stumbling blocks.
Employment restrictions in the MSC can be relaxed to en-
able investors to hire and fire without regard to ethnicity,
race and religion. The Malaysian government will enforce
laws that will protect intellectual property in order to en-
courage creativity and more investment. All these incen-
tives are geared towards making the MSC physically, envi-
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ronmentally and culturally the most attractive place to
work as far as multimedia is concerned.

The MSC is a one-time opportunity for Japanese in-
dustry to get ahead of world competition. The window of
opportunity for this project is closing up very rapidly. As
we speak, other organisations in the United States and
Europe are already planning their multimedia parks and
intelligent cities. Malaysia can spearhead this effort in the
Asia-Pacific region and offer to Japanese industry a
chance to extend its enterprises while enhancing profit-
ability and productivity. [ therefore would like to invite all
of you to look into this opportunity to expand your organi-

sation’s access to the entire world through the MSC in Ma-
laysia.

Commentary The die is cast; no amount of tears is going
to stop the crossing of the Rubicon. The New Economy
Rubicon, that is. Every country that wants to survive and
prosper in this millennium and beyond must cross this
Rubicon. This is not a doomsday pronouncement; itis a
statement of fact. No one can dispute it that advance-
ments in information and communications technology
(ICT) has changed the way we live and conduct business.
Today we can shop online, communicate much faster by e-
mail than during the periods of the Pony Express, or
through the conventional “snail mail.” Even a more pro-
found example can be given drawing on the conventional
wisdom in economics that holds that value comes from
scarcity. In the New Economy, value does not come from
scarcity but from abundance. While things like land, la-
bour and capital are scarce in the Old Economy, in the
New Economy, ideas and knowledge are abundant. These
ideas and knowledge build on each other and can be re-
produced at a cheaper cost. One can then say that ideas
and knowledge do not obey the laws of diminishing re-
turns.
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Dr Mahathir Mohamad's speech to the Japanese busi-
ness leaders at the MSC point to such a trend afforded by
the arrival of the New Economy. According to Dr Ma-
hathir, “in the Old Economy,” national borders define the
location for raw materials, energy sources, transportation
infrastructure and markets. In the New Economy, dis-
tance and borders are slowly disappearing ... old tastes,
social norms, values and even political inclinations are be-
ing transformed by access to information.” If the Asia-
Pacific region is to survive, then it has no choice but to em-
brace the New Economy. It must be willing to transform it-
self, develop a new mindset synonymous with the new
shift, the new paradigm to be able to maintain and attain
growth.

Malaysia is one of the countries in Asean that is aware
of this wind of change. Its economy has grown consis-
tently to around 7 per cent apart from the time of the
Aslan financial erisis of 1997. It could have afforded to rely
on its major revenue generating sectors, electronics and
manufacturing. Yet, the country has decided to march to
the beat of a different drum, so to speak. It has switched to
high-technology, capital-intensive industries with a spe-
cial focus on information and telecommunications-based
industries. Pursuant to that, it has set up the MSC which
comprises of an area spreading from the Kuala Lumpur
International Airport to the Petronas twin towers with im-
portant destinations like Putrajaya, the new administra-
tive capital of Malaysia and Cyberjaya, the new intelligent
city. Putrajaya, the new administrative centre, would be
where electronic government would be implemented.

The MSC itself would be where knowledge and infor-
mation intensive industries in areas such as remote manu-
facturing, operations processing, semiconductor develop-
ment, distance learning, telemedicine, integrated comput-
ing and communications solutions would be located.

It is the hope of Dr Mahathir that the MSC would pro-
pel the Asia-Pacific region into the information age and
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has thus invited the involvement of Japanese business-
men in the project. How would it benefit Japanese inves-
tors? With its excellent infrastructure and location, the
MSC can enhance the productivity of their companies lo-
cated in the corridor as well as enable them to reach the
fastest growing economies of Southeast Asia and the
world. Malaysia also has a pool of skilled engineers that
would be able to help Japanese investors to develop local
and regional multimedia content for the Asia-Pacific mar-
ket. It has a stable government and the political will to
change existing laws that may impede the ushering in of
the information age. The MSC is thus an opportunity for
Japanese industry to extend its enterprises while enhanc-
ing their profitability and productivity. At this writing, the
Japanese economy is facing many internal and external
challenges. One of its largest export markets, the United
States 1s in a recession. The impact on its export revenues
cannot be emphasised. Some of the large technology com-
panies in the country have announced layoffs. Yet, it is
hoped that between now until the passing of the storm,
that more Japanese companies would invest in the MSC.
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Evolution of a Global
Information Society

EVOLUTION in our society is by no
means influenced by natural processes alone. It is also the
result of human reaction to his environment and attempts
to influence it. Thus defence needs through the ages had
resulted in the fashioning of weapons which later found
peaceful usage. Of course, the opposite was also true. The
process is far from over. Much of today's technology had
their origins in the search for more effective weapons of
war. But war and defence is not always the reason. Thus
the quest for food and clothing resulted in trade, initially
through barter, then the exchange of precious metal to-
kens, and now paperless trading.

Where before human communities can be totally iso-
lated and independent, we now see not just interdepend-
ent societies but a borderless global society emerging. The
science fiction writers and futurists are often right about
the shape of things to come. But the reality may take quite

A speech delivered by Dr Mahathir Mohamad at the Teleport
1996 Conference in Tokyo, Japan, on May 13, 1996
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a different form from what they had predicted. Thus the
microchip and its influence on human society and the way
we communicate was never really prophesied or thought
of. For that reason we were not quite prepared for the in-
formation explosion and the advent of the information
rich society.

This conference will hopefully contribute something
towards our understanding of the new information age
and indicate the direction and possible usage of mass in-
formation and the management of the flood of information
which threatens to drown us sometimes.

The development in the telecommunications and in-
formation industries has given a new definition to what
constitutes a rich or a poor nation. Today the defining
character of a rich or poor nation is based on its economic
wealth and the state of its industrialisation. In the future,
the determining character of a rich or poor nation may be
the accessibility to information resources and the use they
are put to. Through information countries may benefit
from the wealth and economic activities of others or pro-
duce goods and services from material and facilities that
they may not have locally.

The globalisation of trade and industry will accelerate
with the progress of information technology. Corporations
are now more able to look beyond their national borders
to take advantage of cheaper resources, skills and knowl-
edge for research, production and marketing. Cyberbusi-
ness companies or virtual offices are beginning to sprout.
Conventional policy instruments for the management and
regulation of trade and industry are becoming increas-
ingly ineffective. Governments have to look into new regu-
latory instruments to deal with these new forms of busi-
ness entities, indeed to deal with the spread of information
itself.

In the political sphere, national borders are becoming
quite irrelevant in the information age. As mass informa-
tion i1s disseminated through the fast emerging global
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communication networks, it will become more difficult for
governments to control trans-border social, economic and
political interaction. It will be equally difficult to control
the access to information within the country’s own bor-
ders. As citizens avail themselves freely of information,
the role of governments and governance will have to be re-
defined. Since knowledge is power, the availability of
knowledge to everyone must disperse power and power
centres. These new centres of power will undermine the
traditional authority of governments and even interna-
tional regulatory bodies.

With the rise in networked societies and organisations,
sharing, in the true sense of the word, will be enhanced.
Regardless of social status, economic diversity and dis-
tance, people of all walks of life will be able to share knowl-
edge and experiences with unprecedented facility. Multi-
media networks will enable this exchange to take place us-
ing virtual reality in order to be more authentic. The
learning process will thus be more effective as virtual ex-
perience can be actually repeated until the lessons are
truly learned.

Our world today has grown very small due to the web
of interconnected information networks such as the Inter-
net. With more than 35 million users and still increasing,
with worldwide and new networks being added to the ex-
isting 35,000 networks, the aggregate number and wealth
of information going back and forth is truly unimaginable.
The numerous means of acquiring information has ig-
nited a revolution which has profoundly affected us, much
more than what the steam engine did to the Industrial
Revolution of the 19th century. In the same way that the
Industrial Revolution transformed the socioeconomic fab-
ric of the past, the Information Revolution will radically
change our social and economic landscapes. The effect de-
fies imagination, challenging mankind’s capacity to envi-
sion and shape the future. In the not-too-distant future, I
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believe informatisation rather than industrialisation may
be a better reflection of the development of a nation.

The development and speed of the modern informa-
tion network has facilitated the growth of the global econ-
omy. Intraregional and interregional trades have flour-
ished with vast movements of goods, capital, people and
technology. Supported by the transportation, banking and
financial services, all utilising telecommunications and
new commercial data, the movement of goods and serv-
ices will soar to greater heights. Accessibility to new mar-
kets has already fostered the founding of new interna-
tional corporations even in the developing countries. With
the capability to send complete and detailed information,
manufacturing need no longer be restricted to the coun-
tries possessing the technology and the resources. And so
manufacturing will now be truly global, with design being
done in one country, engineering in another, sourcing of
parts from all over the world and production in the most
competitive countries. Technical information can be
culled from literature worldwide through the numerous li-
braries in the networks.

Even in the field of social and cultural activities, the in-
formation revolution can bring about greater interna-
tional understanding. People can learn about other cul-
tures and values which can hopefully eliminate the ten-
dency to become insular, regarding other people as abnor-
mal. This can give a new dimension to our lives, reducing
narrow nationalism and creating more globally oriented
citizens.

The new information era brings not only opportunities
but also many challenges to the global community. Recent
developments necessitate changes in family, social, eco-
nomic, political and governmental structures. Easier com-
munication tends to create and facilitate new val-
ues—most notably freedom of expression, reciprocity in
the interchange of views and universality of access. The
power of the media to highlight only what it chooses while
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blacking out counter arguments or opinions will be dimin-
ished as everyone can reply through the net without edito-
rial vetting.

These freedoms are at the core of the liberal-
democratic political system and the free-market system
which most nations now subscribe to. With the universal-
ity of access comes the need for universal public policies,
particularly to prevent the abuse of the free access to in-
formation. No country by itself will be able to prevent
these abuses. It must be remembered that access for eve-
ryone means also access for terrorists and criminals for
whom information can mean greater sophistication and
sophistry in their unwelcome activities.

Of course, on the plus side the availability of infra-
structures for electronically transferring and accessing in-
formation is critical for the realisation of greater eco-
nomic, social and cultural objectives. For the developing
and less developed countries, the availability of the infor-
mation infrastructure is the only way to leapfrog the de-
velopment process and to run after the rest. Adequate ac-
cess to telecommunications facilities will boost industriali-
sation, reduce the rate of unemployment and contain the
exodus from the rural to the urban environment, from the
poor countries to the rich. Thus, the previously underem-
ployed programmers in developing countries can now
work for and earn good incomes by doing work for indus-

tries in many countries without leaving their shores in
search of employment.

I strongly believe that the developing and less devel-
oped nations must regard it as vital to join the global effort
in the formation of the information society as it will open
windows for quantum leaps in technology development.
The availability of global infrastructure for communica-
tions will help in the realisation of economic, social and
cultural progress as well as reducing the lead of the ad-
vanced nations. At this point, the developing and under-
developed countries should reassess their paradigm and
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be bold enough to participate actively in the formation of
an information-rich society. The path to a radical change,
to a paradigm shift is not without difficulties. There will be
many constraints; financial, trained manpower, access to
advanced technologies, to name a few. A helping hand
from the rich nations will be crucial. If we subscribe to the
view that helping others to prosper will eventually benefit
ourselves, then the rich should not be reluctant to help the
poorer nations join the information society.

While there may be many benefits, social imbalances
may actually be accentuated by information technology,
widening the gap between the haves and the have-nots.
Already the huge telecommunication companies of the de-
veloped nations are grabbing huge segments of the tele-
communication networks worldwide. The poor countries
may lose their chance of getting a piece of the action even
in their own countries. In the process they may lose con-
trol of their economy as well.

There is also and there will continue to be an increase
in unhealthy trends such as more widespread and difficult
to detect dissemination of pornography, white-collar
crimes and loss of privacy and security of information.

However, for the global community the benefits of the
new technology promises to outweigh these misapplica-
tions. The release of man from the more routine and mun-
dane thinking tasks, thus enabling him to devote his
thoughts, time and energy to more value-added knowl-
edge work through information technology is in itself suf-
ficient compensation. Man's intellectual contribution to
society’s development can thus be enhanced.

Information technology will of course enable the shar-
ing of information and knowledge much more widely. As
far as these are concerned a more equitable level will
emerge. It can produce a high level of synergy between
global communities to address national and global prob-
lems and issues which will, hopefully, help create a more
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peaceful and a higher quality of life for the world’s popula-
tion.

The information technology paradox is that, while cur-
rent trends may be widening the gap between the haves
and the have-nots, it can, if properly guided, bring them
closer together. Information technology-based social serv-
ices such as telemedicine, distance learning and the provi-
sion of services over the network can be used to bring the
less privileged and more remote communities into the
mainstream of social and economic development.

Information technology has the capacity to maximise
the global potential. Consumers of the world can benefit
from the lower cost of research and production by facili-
tating the sourcing of knowledge, materials and goods
from the best and cheapest sources. The economies of less
developed nations should gain from this. However, such
sharing will only be possible if there are no artificial barri-
ers erected either by governments or the private sector to
obstruct the free flow of information or to link them with
extraneous political and economic issues.

This immense potential of a networked global society
should be used in the creation of a one world society
which places a premium on the quality of life for all. This
can only happen if the information age and the concept of
sharing are based on common values and the principles of
equality, fairplay and justice. At this moment, the enor-
mous capital required to put in place the infrastructure
can only result in a few giants monopolising the commer-
cial benefits at the expense of the capital and technology-
poor economies. This is being aggravated by the demand
through the WTO for opening up markets. While the de-
veloping and less developed countries must be prepared
to help realise the vision, they must be helped to develop
their human and financial resources together with their
management and technological skills. Without some kind
of a head start and affirmative action the potentials of the
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manpower in these countries to contribute to the Global
Information Infrastructure will be wasted.

For our part, Malaysia is committed to the evolution of
a global information society. As a developing nation, we
realise that we need to change our existing paradigm if we
want to be part of the ongoing process of change. Notwith-
standing the constraints, we are prepared to lay the foun-
dation of an information-rich society. Accordingly, we
have formed a National Information Technology Council
(NITC) to guide the government and the nation in pro-
gressing towards a meaningful role in the global informa-
tion society that is fast advancing. A joint-venture project
between the government and the private sector, NITC will
coordinate and synergise the functions of the two parties.
[ts primary task is to evaluate the government's and the
private sector’s needs and efforts in the development of
information technology and other related industries. It
will also recommend regulatory public policy that is con-
ducive to the convergence of the telecommunications and
broadcasting industries. To this end, we have embarked
on an ambitious programme of a sophisticated informa-
tion technology infrastructure build-up between Kuala
Lumpur and the new Kuala Lumpur International Air-
port called the Multimedia Super Corridor (MSC). Putra-
Jaya, the proposed new administrative capital of Malaysia,
will be built in between. Based on the latest advanced in-
formation technology hardware and software, the MSC
will in fact become a teleport which will enable real time
retrieval and dissemination of information. It will be the
nerve centre to steer and lead the nation to meet the chal-
lenges of an information-rich society. It is hoped that the
MSC will spearhead a structured approach to embrace
the latest technologies in accessing information, linking
Malaysia to the global information base and expertise,
thus providing invaluable assistance for both the public
and private sectors to execute strategic decisions as well
as optimising productivity and efficiency on a worldwide

226



MAHATHIR MOHAMAD

scale. Computer, broadcasting and communications, as
well as multimedia industries will merge along this corri-
dor. Indeed, the MSC will be a significant boost to foreign
and local investors from these industries, taking advan-
tage of the advanced technologies to develop multimedia
and related products and value-added services, thereby
accelerating the pace of Malaysia’s progress to become an
information-rich society. With the MSC firmly in place,
both foreign and local investors can also utilise Malaysia
as a springboard to expand their horizons into emerging
markets in the Asia-Pacific region. Needless to say, we are
aware that a concerted effort is needed to implement the
MSC successfully. A Multimedia Development Corpora-
tion (MDC) will facilitate direct investments in the project.

Predicting the future is not easy. But in this case, I
have no doubt of the eventuality of the information soci-
ety. The achievement of this vision will require concerted
effort on the part of everyone. But it will more than pay off
as the reward will be enormous for all. We require a com-
mon stand and global cooperation to realise the shared vi-
sion. I am happy to note that the members of the G7 have
initiated a bold and farsighted move to provide the neces-
sary support for the developing and less developed na-
tions to have equal access to information and ultimately
achieve the formation of a truly global information society.

Commentary The convergence of information and com-
munications technologies (ICT) is changing our world and
our way of life. ICT has defeated the challenge of distance
and the problem of time. Today, messages can be sent to
distance lands from remote parts of the world in the form
of electronic mails (e-mails), or by mobile phones that use
satellite as transmitters. Similarly, one can shop from the
comfort of their homes using just a computer, a modem
that links them to the World Wide Web and an electronic
means of payment, say a credit card. Few people often sit

2217



MAHATHIR MOHAMAD

down to ponder how such technologies came about and
how they are changing our world.

Today most people would not remember names like
Alan Turing, John Atanasoff, John Mauchly, J. Presper
Eckert, John Von Neuman, Tim Burners-Lee and the list
continues. On the backs of these greatest minds, most of
whom are dead and long gone that, this new information
age had its beginnings. Turin, Atanasoff, Mauchly, Ekert
and Von Neuman are those who can be credited with the
development of the modern day personal computer (PC).
They have contributed in numerous ways to develop “the
computer,” especially, Mauchly and Eckert with the devel-
opment of the Electronic Numerical Integrator and Com-
puter (ENIAC) in 1946. Others like Tim Burners-Lee
single-handedly designed what is today called the World
Wide Web (WWW) when he was on a short-term attach-
ment at CERN in Switzerland. These technologies cou-
pled with the changes in telecommunications and their
subsequent convergence has brought about our informa-
tion rich society of today.

In Dr Mahathir’s speech about this global information
society we are in today, delivered at the 1996 Teleport Con-
ference in Tokyo, Japan, he sees such an emergence as
what would determine a nations wealth or poverty into
the future. He goes further to outline the general benefits
and consequences to both poor and rich countries and
suggests some ways of combating some of the conse-
quences of such a convergence. He ends by outlining how
Malaysia is preparing to position itself to benefit from the
new information age. First, it is a truism that ICT has fa-
cilitated the growth of our global economy. It has facili-
tated intraregional and interregional trade, helping to
move large quantities of goods, people and capital around
the world, Today, one can confidently say that there is
nothing like a 100 per cent “American-made car”, Such
car may have most of its parts coming from all over the
world and the final assembly may be in America. It brings
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about quality and subsequently makes the car cheaper for
the consumer, because each producer of the part has a
comparative advantage in the production of the said com-
ponent than others, hence a lower production cost.

Indeed it can be argued that with the advent of ICT, if
developing countries have adequate access to these facili-
ties, it will boost their industrialisation by helping them to
leapfrog the development process. It would also result in
the reduction of unemployment within these countries
and would help stem the rural-urban exodus, which is a
common feature in most developing countries. It could
also help stem the brain drain of many experts in develop-
Ing countries who leave to work in developed countries, It
would also lead to the ability of developing countries to be
able to developed their technological capabilities and help
them in their developmental process. But such advan-
tages of the information society are not only limited to eco-
nomic development. It has sociocultural benefits as well.

The new information era according to Dr, Mahathir
can foster greater international understanding amongst
countries. Using ICT, people can learn about other people,
cultures, way of life and values. This would contribute to
creating more globally oriented citizens, weaning most
narrow-minded people away from their parochialism. The
fostering of understanding and the brotherhood of man

would foster peace and prosperity for all in this informa-
tion age.

But the new information era also poses some chal-
lenges to our world. Technology has always been regarded
as a double-edged sword; it saves man from one encum-
brance to introduce another. The information era is no ex-
ception. For example as it pertains to developing coun-
tries, the new found freedom of easier communication can
create and facilitate new values, such as the ability to re-
vert to the Internet to express their views without any edi-
torialising, It is true there are many who would use such
new outlets judiciously but there would be those who
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would abuse such an opportunity. According to Dr Ma-
hathir, these may include terrorist and criminals who may
use such a new medium to engage in their dubious activi-
ties. Such misuse of the new medium can have disastrous
consequences for developing countries. Dr Mahathir calls
for the establishment of universal public policies to pre-
vent the abuse of such a system.

In addition, the new information era may also accentu-
ate the gap between the digital haves and have-nots.
There are two dimensions to this problem. The first is be-
tween developed and developing countries. The second is
between the poor and the well to do within the borders of
developing countries. This problem if not tackled on the
global and national levels would further exacerbate the
vawning poverty divide between the developed and devel-
oping countries and within developing countries. Other
problems, which are the result of the emergence of the in-
formation era, are the increase use of these mediums to
undertake white-collar crimes and pornography. There is
also the fear of the lost of privacy as well as the fear of in-
formation theft. George Orwell orchestrated these fears in
his book, 1984, as this information era began to take root.
There are many more challenges that this information era
poses. On the balance, this new era offers more benefits
than problems. This feature of the new information era is
what Dr Mahathir calls a “paradox.” The fact that it would
widen the gap between the have and have-nots but also
have the ability if it is properly guided can bring them
closer is the basis of such a paradox.

Malaysia is positioning itself to benefit from the new
information era. Its policymakers have realised that if it
has to continue grow and develop, it must change its para-
digm from a production-based economy to a knowledge-
based one. One of the ways it is preparing to benefit from
this new era is setting-up the National Information Tech-
nology Council (NITC). The role of the NITC is to guide
the government and the country in its efforts to move to-
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wards a knowledge-based economy. In such a role, it
would recommend policy options for the government to
adopt as well evaluate such policies from time to time to
see how effective they are.

Apart from the NITC, the government of Malaysia has
also set up the Multimedia Super Corridor (MSC). It is
seen as the vehicle that would accelerate the pace of Ma-
laysia's move towards a knowledge-based society as well
as to attain a developed nation status by the year 2020.
The MSC, which stretches from the Kuala Lumpur City
Centre, the Petronas twin towers to the Kuala Lumpur In-
ternational Airport is huge. It is earmarked to be the test-
bed for cutting-edge technologies and techniques in the
areas of multimedia, computer technology, communica-
tions, and other related industries. At the time of this com-
mentary, the MSC has exceeded most of the targets set for
it since its inception. It has attracted numerous world-
class companies as well as local one s in the area of multi-
media. Despite the up and downs in the global economy,
the MSC is well on its way to moving Malaysia into the
knowledge-based economy.
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The Digital Economy and
the Borderless World

MALAYSIA has been very fortunate to
experience rapid growth in recent years. Our continued
economic and social progress has contributed to the over-
all stability and prosperity of the country.

Now that we are at the threshold of the 7th Malaysia
Plan, it is time we review our strategies. Their relevance
and effectiveness in achieving national objectives and tar-
gets must be assessed. This is particularly critical in the

light of rapid technological changes—both nationally and
internationally.

Sustaining growth in the increasingly competitive
world economic order will be our major challenge. This is
because 85 per cent of the world’s wealth is still shared
amongst the richest 20 per cent. Amongst other things, this
is due to the fact that capital and technological resources
are still under the control of industrialised countries.

A speech delivered by Dr Mahathir Mohamad at the Official
Opening of the Infotech Malaysia '95 Conference in Kuala Lum-
pur, Malaysia, on November 1, 1995
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Economic competition and political restructuring are
now being reinforced by the combined effects of a new
factor: the digital economy and the borderless world. In-
formation technology (IT), integrating the power of com-
puters and telecommunication, is providing easy access to
information: to anyone, at any time, in any place and in
any form. Unfettered information flow across boundaries,
in real time without regard for distances while providing
new opportunities, can also be a threat to the well-being of
countries politically, economically and socially.

However, IT is more than just a new technology. It in-
volves a fundamental shift in the way we think and func-
tion. The demand for IT products and systems stems from
the need to increase efficiency and productivity in a com-
petitive world. We have learnt that first by automating,
and then lately by transforming work processes, we can
gain a quantum jump in productivity. Socially, people
have discovered the utility of instant global communica-
tion. A fundamental psychological need is being fulfilled
and at the same time the floodgates to enhanced intellec-
tual interchange have been opened.

The knowledge society is therefore not merely a new
manifestation of technological inventiveness. It marks the
rise of information and knowledge as new parameters in
economic advancement and social progress. The essence
of the knowledge society lies in its contents. The key hu-
man skills are cognitive, mental and intellectual. Thus hu-
man resources become the ultimate resource for any na-
tion.

The application of IT in all critical areas has been pro-
moted in this country for many years. As a corollary, the
electronics industry has become one of the major manu-
facturing activities, contributing about 25 per cent to our
GDP Use of IT in both the public and private sectors has
been encouraged, resulting in per-capita expenditure on
IT becoming one of the highest amongst developing coun-
tries. In the mid-1980s we also deregulated the telecom-
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munications industry by privatising the Telecoms Depart-
ment. We have now gone one step further by introducing
competition in the telecommunications business. More
importantly education and training in IT has been vastly
expanded through encouraging local institutions to ven-
ture into new areas and by stimulating the growth of pri-
vate educational institutions. Additional human resources

possessing new skills have been produced, even though
we still do not have enough.

In the past we facilitated the development and applica-
tion of IT through the bottom-up approach. This is a nec-
essary phase to enable people to experiment and experi-
ence, to learn and to gain expertise. Lately, we have de-
cided that the bottom-up approach has to be comple-
mented by the top-down policy planning and manage-
ment scheme as well. The formation of the National Infor-
mation Technology Council (NITC) is geared towards the
establishment of national policy imperatives which will
propel us into the information age. We need to know the
priorities in order to optimise the use of resources avail-
able. Key industries, their main players and the related
success factors have to be understood. Critical applica-
tions in economic and social development must be identi-
fied and implemented. Top-down policy planning and
management therefore serves to steer the national IT pro-
gramme towards achieving our development objectives
more efficiently.

Already we have embarked on an ambitious pro-
gramme to establish a Multimedia Super Corridor (MSC)
in Malaysia. This corridor stretches all the way from
Kuala Lumpur to the new Kuala Lumpur International
Airport in Sepang, encompassing an area of about 15 kilo-
metres wide and 40 kilometres long. This corridor will not
only house the new KLIA with the most advanced Total
Airport Management System (TAMS), but also the new
government centre of Putrajaya, which is being planned
to be an Intelligent City.
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The objective of the MSC is to showcase the develop-
ment and application of multimedia in industry and busi-
ness as well as for life and work in general. Software,
hardware and systems companies in the computer, tele-
communication and broadcasting industries will be at-
tracted to locate their operations in the MSC. Businesses
integrating both the print and electronic media, including
publishing, information services, broadcasting and movie
industries will be prioritised. World-class companies in
these business areas will be invited and local companies
encouraged to become their business partners.

In order to attract these companies the best infrastruc-
ture will be provided. A network of highways crisscrossing
the MSC is already being implemented. To complement
the highways, there will be a Light Rail Transit (LRT) as
well as an Express Rail Link (ERL). These links will pro-
vide rapid and efficient transport between the major cen-
tres such as the airport, Putrajaya and the ports, and of
course, to the rest of the country. The electronic super-
highway will also be in place. Broadband telecommunica-
tions 1s already being implemented through fibre-optic

transmission, synchronous digital hierarchy (SDH) and
satellite links.

Multimedia cities will be created in the MSC catering
to various industries. Around the KLIA, the Airport City
will facilitate and synergise air travel. This city will not
only cater to the needs of passenger and freight air trans-
port businesses but also integrate passenger transport
with the travel and tourist business globally.

The needs of IT in government will spawn another
major area of business activity. Putrajaya will see the crea-
tion of new kinds of government services made possible
through IT and multimedia. Higher levels of efficiency
and productivity will be achieved by using IT to transform
the internal operations and processes of government
agencies. Services offered to the public will also be reengi-
neered such that the clients will be able to interact directly
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with public servants through electronic means and in
some cases even avail themselves of the services by direct
interaction with intelligent and automatic IT systems.

The MSC will fulfill four primary objectives. First, it
will demonstrate the effectiveness of multimedia in in-
creasing the efficiency and productivity in the production
and delivery of goods and services in both the public and
private sector. Second, it will introduce a new supply and
demand spiral for the multimedia industry located in Ma-
laysia for the world market. Third, it will add value to the
infrastructure already put in place in the MSC, including
KLIA, Putrajaya, the transport network and the elec-
tronic superhighway. Fourth, Putrajaya will stimulate the
growth of electronic governance: one that is more open,
transparent, responsive and entrepreneurial; in short,
more suited to the information age.

The viability of the MSC concept has been accepted,
both by the government as well as by many companies we
have interacted with. Multimedia, its coordination and de-
velopment, including the proposed Multimedia Develop-
ment Corporation will be placed under the Prime Minis-
ter’s Department. Coordination is necessary as multime-
dia touches upon many kinds of information infrastruc-
ture and information content. The MDC will be the master
planner and strategic arm for the creation of the MSC. It
will also promote the MSC throughout the world in order
to attract the best companies to work with us.

These new initiatives will not be possible without
strong economy and political stability. Although we have
done rather well in the manufacturing industry, we should
now look at the services sector, particularly those services
that are information-intensive with high value added.

As for the MSC itself, having state-of-the-art technol-
ogy at hand will mean nothing if we do not prepare our-
selves to apply it. There is a need for a more balanced ap-
proach to IT development and application. We should not
view IT and multimedia merely as technological artefacts.
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Rather there should exist a more harmonious balance be-
tween the technological imperatives and the social needs
of society.

Towards this end, five key principles must be consid-
ered:

e First, the technology push through rapid advances
should be balanced by the social pull represented
by the economic, social and cultural needs of the
people. The proper application of IT requires the
creation of socio-technical systems which must
meet social objectives.

e Second, our information superhighway should be
equally balanced between technological sophisti-
cation and the efficacy of the information content.

e« Third, while the government can take the lead by
forming new strategies and facilitating their imple-
mentation, the private sector must play its part.
Malaysian companies must be more innovative
and creative by venturing into the multimedia in-
dustry.

e Fourth, there should’be greater focus on transfor-
mation as opposed to automation. Knowing that I'T
has the potential of transforming organisational
structures, we should reengineer our processes to
gain even higher benetfits from IT investment.

« Fifth, we need to reemphasise the importance of
human resources in realising these aspirations.

Many kinds of balance must be achieved. Not only
must people gain competence and literacy in IT, they must
also know their specialised areas well, so that they may be
able to reengineer the necessary work processes. At the
same time, knowledge and skills must be balanced with
the right values and attitudes towards information and
knowledge so that they will create the required culture in
the work environment.
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Malaysia has reached a crossroads in its economic de-
velopment. The choice seems to be clear: the need to em-
bark on a programme to apply multimedia more inten-
sively in business and in society at large. The MSC is a ma-
jor initiative in this direction. The synergies created will

bring into sharp focus the key success factors and the
problems that may arise.

Commentary When Malaysia attained independence in
1957, it had a lower GNP per capita than many other de-
veloping countries that had also attained their independ-
ence from colonial rule. It has since transformed itself
from a rubber and tin producer to a major exporter of
electronic and manufactured products. In the process, it
has now surpassed most of the developing countries in
terms of a higher GNP and has been able to provide in the
process a better quality of life for its people. Today, with
the advancement in information and communications
technology and the arrival of the digital economy, Malay-
sia is faced with a new challenge. The challenge of a
knowledge-based economy, an economy where quantum
leaps in growth is now dictated by the ability of nations to
develop knowledge products.

For a multiracial and multireligious society like Malay-
sia i1ts progress and prosperity has contributed to its sta-
bility. As it moves towards the knowledge-based society, it
now needs to re-evaluate its strategies to make them ame-
nable to attaining the requisite national objectives of the
country in a knowledge-based era. At the opening of Info-
tech '95, Dr Mahathir wanted to share with Malaysians
some of the strategies and policy objectives his govern-
ment 1s putting in place to propel the country into the
knowledge era. Dr Mahathir cautions his fellow Malay-
sians that a move towards a knowledge-based economy is
more than just information technology (IT). It entails a
fundamental shift in the way Malaysians should think and
function. He adds, “the knowledge society is therefore not
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merely a new manifestation of technological inventive-
ness. It marks the rise of information and knowledge as
new parameters in economic advancement and social
progress. The essence of the knowledge society lies in its
contents. The key human skills are cognitive, mental and
intellectual. Thus human resources become the ultimate
resource for any nation.”

Some of those strategies that the government of Dr
Mahathir has put in place to propel Malaysia into the
knowledge-based era is the deregulation of the telecom-
munications industry in the country, establishment of a
National Information Technology Council (NITC), to for-
mulate IT policy for the country in its efforts to move to-
wards a k-economy, and the establishment of the MSC. Of
all these strategies, the MSC is the boldest and 1t 1s pro-
posed to be the most innovative in the region. Yet accord-
ing to Dr Mahathir, that the MSC is going to have state-of-
the-art technology is without any doubt. What Dr Ma-
hathir is concerned about 1s if Malaysians are preparing
themselves to apply such state-of-the-art technology. A
balance must be sort between the socioeconomic and cul-
tural needs of Malaysians and technological innovation.
There should also be a greater focus on transformation, or
reengineering to benefit from the process rather than re-
lying on automation. All these goals are attainable but it
would depend if Malaysians want it to be. “Malaysia has
reached a crossroads 1n its economic development, the
choice is clear.”” They must seize this opportunity for no
condition in life is permanent. Dr Mahathir’s generation
of Malaysians have laid the foundation and brought the
nation into the information age. It is now the responsibil-
ity of the next generation to carry the baton further into a
post knowledge-based economy era. Such efforts must be-
gin today by all Malaysians embracing the knowledge-
based economy and preparing for its impact on their lives.
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