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"No such thing as creative destruction

Jenni fer Jacobs

THERE is no such thing as "creative destruction” - the need to destroy the
old in order the create the new. Despite the econoni c textbooks

endor senent of such tactics to build better, finer econom es, the concept
does not take into account the human msery and turnoil that inevitably
ensue.

US- Asean Busi ness Council senior adviser Scott Butler agrees with Prine
M ni ster Datuk Seri Dr Mahat hir Mhamad' s view that a phoenix will rise
out of the ashes of the present econonmic downturn is only a nyth.

"When you're sitting back on a current orthodoxy that says you someti nmes
need to destroy to create, you have to be very careful because what the
books say, what the highly trai ned econom sts say, and the reality of it
all is very different.

"Creative destruction is fine for the textbook but it is not a realistic
concept," Butler said, adding that people are dying in |Indonesia as a
result of the econom c coll apse.

He admtted that the world will have to deal with the reality that each
country has its own specific concerns.

On the flip side, however, it is inportant to understand where the USis
coming from he said. "These countries have to understand that a | ot of
peopl e have got jobs because of the gl obal econony and so, not act in a
way to deter gl obal trade."

Butl er said the objective of the US-Asean Council is to encourage
Ameri can conpani es to cone out here and show their continued interest in
the area. "Conpani es which are considering long-terminvestnents are not
so much interested in a firesale, as in sound opportunities.”

In Mal aysi a now, he added, with the liberalisation of regulations on
forei gn ownershi p of conpani es, there should be nore interest.

"Before, when Ml aysi an conpani es were | ooking for foreign partners,

t hey want ed good conpani es which could bring in technol ogy and gl oba
mar keti ng capabilities.

"Now, access to capital is nmuch tighter so it is a different
environment. The Governnent reflects this in the change in equity
requi rements on manuf acturi ng.

"Except for seven sel ected sectors, conpanies can now come i nto Ml aysi a
wi thout restraints on equity. It gives businesses a choice of what type of
structure they want to have," he pointed out.

Butl er said there was a case of a US conmpany which wanted to shift its
manufacturing facility to Malaysia to be nearer to its custoners.

Thi s conpany manufactured an epoxy encapsul ation resin for conputer
chips, so its main custoners woul d have been the seni conduct or comnpani es
i n Penang. Because the conponent was not directly for export, although the
finished product (semn conductor) was exported, the company was not given
the sane tax breaks as the sem conductor producers, nor was it allowed to
hol d 100 per cent equity.

This resulted in the conpany scrapping its decision to nove to Ml aysi a,
as it saw no strategic purpose in taking on a partner and had only
contenpl ated the nove to be closer to its custoners.

"Under the new regul ations and the new policy in effect, they could cone
in and have 100 per cent foreign ownership," Butler said.

Anot her aspect which may encourage foreign investnment in the country is
access to quality people, he said. "One and a half years ago there was a



real bottleneck and the Japanese conpani es actually had to have an
unofficial peace treaty anong thensel ves not to raid each other and stea
enpl oyees.

"Now you have a nunber of highly trained people who do not have jobs
because of the economic situation.

"It is a very good tine for conpani es which were previously deterred to
come i n now because of the | abour shortage."

Butl er said many US conpani es have been here before and know what
Mal aysia is capable of. "They have seen the inpact of political stability
and visionary | eadership to instil a will to nove ahead."

On what governnents in this part of the world can do to encourage
i nvestnent, he said the main thing is to nake sure that their policies do
not choke demand. "It is also inportant for themto ensure that good
conpani es have access to lending, so that they are not killed off in the
general sl aughter."

As for the US, Butler said the nbst inportant thing for the world's
| argest econony to do will be to keep its markets open and to push for
Japan to open up its markets, as well as to deal with sonme of the nore
urgent human needs.

"The problemwith aid is that it is distortive. Enmergency relief is no
repl acenent for getting into a normal demand situation. It's kind of |ike
the difference between giving a man a fish and teaching himhowto fish,"
he expl ai ned.

Butler said the US efforts with Japan are not in effect one country
trying to bully the other, but rather to hurry it along the path to an
open market. "And when in fact they do open their nmarket, it will be the
Sout h- East Asi an nations that benefit the nost because of the proximty."
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