13/ 10/ 1997
MSC coul d keep econony buoyant

Bhupi nder Si ngh
MJUCH has been said about the Multimedi a Super Corridor since its inaugura
I aunch by Prime Mnister Datuk Seri Dr Mahathir Mhanad, on Aug 1 1996

Dubbed as the Silicon Valley of the East by Wall Street Journal, the MSC
boasts of cybercities, state-of-the-art information technology facilities,
intelligent buildings, technol ogically-advanced tel econmunication and
transportation infrastructure, all contained within an area slightly
| arger than the island of Singapore.

The MSC is set to revolutionise the |ifestyle of Ml aysi ans.

Fromthe begi nning, plans for the MSC have been anbitious and
aggressive. An area of 15km by 50km extendi ng from Kual a Lunpur in the
north to the new Kual a Lunpur International Airport in the south was set
aside for this multi-billion ringgit nultinmedia city.

Enconpassi ng manmot h projects such as the Kuala Lunpur City Centre,

Mal aysi a's new admi ni strative capital of Putrajaya and the KLIA set to be
Asia's largest airport, the entire project is scheduled to fully achi eve
its aimof being a mature multinedia catal yst centre catering to the
regional and world nultinedia markets by the year 2020.

Even the list of names in the International Advisory Panel spearheadi ng
the planning of the MSCis inpressive and reads |ike the Wo's Wo of the
I T worl d.

The objectives of the MSC will be three-phased: the setting up and
devel oprment of the MSC as a multinmedia centre, the linking of the MBC to
ot her cybercities in Malaysia and worldwi de and finally culminating in the
devel oprment of Ml aysia as an | T- based nati on.

Wth lofty pronises of attractive investnent opportunities, free flow of
i nformation, freedomof foreign participation, cyberlaws and a Government -
backed Bill of CGuarantees, the MSC has sparked both praise and criticisns,
the latter fromthose who doubt Ml aysia's ability as a devel opi ng nation
to cope with the exhausting technol ogi cal demands that a project of this
size woul d require.

Citing Malaysia's | ack of strong high technol ogy fundanental s and nore
recently, the currency crisis, they question whether Malaysia is able to
sustain a project of such gargantuan proportions w thout sacrificing the
growt h of other sectors in the econony.

One year after its launch, Malaysia may just prove its critics wong. Dr
Mahat hir and Mul ti medi a Devel opment Corporation (MDC), the Government -
backed adm nistrator of the MSC, have marketed the MSC aggressively in the
regional and world I T markets.

The pronotional trips have paid off and to date, nore than 50 conpani es,
bot h Mal aysi an and forei gn, have obtained MSC status, a title which
confers on the conpanies the right to a business presence in the MSC and
to tax incentives and benefits.

More than 100 applications are currently being processed with many nore
pouring into the MDC every week. Participation in the MSC is bal anced yet
varied, ranging fromlarge international IT players to |ocal SMEs, and
fromservice providers to the end services and products users.

As the adm nistrative procedures in the application for incentives, work
permts, etc remain unclear to date, the issuance of guidelines wll
certainly facilitate the application process.

What may have been seen initially as a dream of a grow ng econony and
aggressi ve government is now fast crystallising. To Malaysians, this is



hardly surprising since in the last 10 years, Ml aysia has achi eved what
it has set out to do

The paradi gm of the Ml aysi an econony has shifted fromagriculture to
industrialisation, and if all goes well, it may well shift towards | T-

i ndustrialisation in keeping with the devel oped worl d.

The MSC agenda has been cl osely observed and nonitored by the MSC
| mpl enent ati on Council headed by Dr Mahathir and the Deputy Prine
M ni ster, Datuk Seri Anwar |brahim wth assistance fromthe MC

To date, nost projects are within schedule; to name a few, the KLIAis
expected to be functioning prior to the cormencenent of the 1998
Conmonweal th Games held in Kuala Lunpur and the Multinmedia University in
Sepang i s expected to be conpl eted next year.

Cyberlaws are already in place with the Digital Signature Act 1997,
Conputer Crinmes Act 1997, Tel enedi ci ne Act 1997 and Copyri ght Anendnent
Act 1997 passed by Parlianment in May this year. The Multi medi a Convergence
Bill 1997 is scheduled to be tabled at the next Parlianmentary session.

Seven flagship applications have been identified to start the multinedia
ball rolling. They are el ectroni c governance and public adm nistration,
tel enedi ci ne, smart cards, smart schools, research and devel opnent
clusters, worldw de manufacturing webs and borderl ess narketing centres.

Concept Request for Proposals, drawn up by the joint initiative of the
MDC, private-sector representatives and | eading I T agenci es, were | aunched
on July 26.

More than a nere set of regulations and technical specifications, the
CRFPs define the objectives and targeted benefits and aid the
col | aboration of the Ml aysi an Governnment and the private sector in
bringi ng about innovative sol utions.

Deadl i nes have al so been set for the nove towards el ectroni c governance
The Governnent, in its new seat at Putrajaya, will pave the way to the
I nformati on Age by utilising nultimedia products inits internal
operations and its dealings with the public.

Smart cards, which are to replace identity cards and driving |icences,
will be tested at the Commonweal th Games next year. In addition, the Prinme
Mnister's OOfice will |lead other Governnent bodi es and agencies in aimng
to be paperless by the year 2000.

Teet hing problens are naturally expected as the changes are fundanent al
and affect the bureaucracy and m ndset of civil servants. However, these
are not expected to i npede the success of the MSC

The main threat now to the snooth inplenentation of the MSC programme
may be the weaker ringgit.

If the current value of the ringgit is sustained, the set-up costs of
the project could prove to be very high due to the heavy reliance on
foreign technology and infrastructure.

On the other hand, the | ow forei gn exchange rate could al so give the MSC
a conpetitive edge over its foreign conpetitors in the formof |ower
i nvestnment costs. This is contingent, however, on the health and stability
of the Mal aysi an econony.

According to Governnment research, the MSC is expected to punp in US$25
billion (RW7.5 billion) into the Ml aysian econonry in the first five
years of its inplenentation

In addition, according to the deputy director-general of the Ml aysian
Admi ni strative and Manpower Pl anning Unit, Prof Datuk Anuar Maarof, per
capita gross donestic product is expected to increase by nore than three
times by the year 2020.

The MSC, if it is successful, will, due to its sheer enornmity, catapult
Mal aysia froma | abour-intensive econony to one which is capital-

i nt ensi ve.



If the above projections hold true, then the MSC could be just what the
doctor ordered to keep the Ml aysi an econony buoyant for a | ong while.
Bhupi nder Singh is executive director of Arthur Andersen HRM ( Tax
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