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St even Teoh

THE application of information technology (IT) in all critical areas in
the country, as in the electronics industry, has hel ped the nation speed
up its devel opnent process.

At the sane tine, the industry has beconme one of the major manufacturing
activities, contributing about 25%to Mal aysia's Gross Donestic Product
(GDP). Use of IT in both the public and private sectors has been
encouraged, resulting in per capita expenditure on I T becomi ng one of the
hi ghest anong devel opi ng countri es.

According to Prime Mnister Datuk Seri Dr Mahat hir Mhanad, Mal aysi ans
shoul d nmove into an era of sophisticated IT as it will give them new
paraneters for econoni c advancenent and soci al progress.

The scenario is quite encouragi ng, according to Dr Mohaned Arif Nun, MDC
Chi ef Operating Oficer. People are buying nore and nore personal
conmputers (PCs) because of the falling prices.

“And universities |ike Universiti Pertanian Mal aysia have al ready wired
their canpuses to the Internet while Tel ekom Mal aysi a Bhd and ot her
t el ecommuni cati ons conpani es are going heavily into fibre optics,' he
says.

"At the sane tinme, the whole Miltinmedia Super Corridor (MSC) project
reflects the desired intention to really use IT to nmaxi m se our
productivity and to build up our IT industry,' he adds.

Al an Fung, Executive Director of the Association of Conputer |ndustry
Mal aysia (Pikom tells Investors Digest the industry is seeing increasing
| ocal content, with research and devel opnent and brands bei ng created
especially in the area of software.

There are, according to him an estimted 800-1, 000 very small computer
compani es and about 300-400 nediumsized to large ones in the local IT
i ndustry.

In 1993, the industry's estinmated revenue anounted to RV2, 430 million,
RM3, 000 million in 1994, RM3,800 million in 1995 and RW4,940 million in
1996. Revenue is expected to reach RVb,980 million this year. These
figures, however, do not include IT equi prent and conponents manufact ured
in the country which are mainly for the export market.

As for Malaysian IT expenditure by industry sector in 1996, the banking
and finance sector accounted for an estimated 26% governnent - 11%
manuf acturing - 13% tel ecommunications - 7% distribution - 8% education
and research - 3% honmes - 5% oil and gas - 8%and others - 19%

Pi kom established in 1986 to represent the |local industry has 200
nmenbers to date and vi ews the personal conmputers and peripheral s
(especially the SOHO market), networki ng/ conmuni cati ons, |nternet,
mul ti media and client/server segnents of the IT narket as growth areas for
1997.

“However, anobng the chall enges faced by the industry are a | ack of
strong local brand names, an inport-oriented industry, |lack of venture
capital for local start-ups and | aborious inmgration procedures for
foreign skilled staff,' Fung says.

"Other challenges are the need for coordinated devel opnment and pronotion
of Mal aysi an technol ogi es and products especially software, acute shortage
of skilled manpower, declining margins particularly in hardware and the
rate of obsol escence of technol ogies,' he adds.

Despite these chal l enges, Fung says the future of the industry | ooks



very bright because of the governnent's recognition of IT as an inportant
enabl er towards achi eving Vision 2020 and the relatively |Iow | evel of
penetration of PCs in hones and I T in offices.

Furt hernore, ongoi ng or pendi ng mega projects such as Kuala Lunpur Gty
Centre (KLCC), the Putrajaya intelligent city, IT Cty and the Miltinedia
University within the MSC as well as the new Kual a Lunpur International
Airport (KLIA) will drive further demand for IT.

The ei ght flagship applications initiated under the MSC project,
according to him is expected to increase the denmand for IT.

And so will the large allocation of funds (RV2.6 billion) for the
governnent conputerisation programe under the 7th Ml aysia Pl an compared
with RML. 4 billion spent under the Sixth Ml aysia Pl an.
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