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| F VE ACCEPT the inevitability of K-econony, then we nust recognise that
new skills and dynanmic entrepreneurship will be required to survive in
this borderless global world. In laying the foundations for this K-
econony, a nunber of key ingredients are essential: first and forenost, a
smart and skilled workforce; next, enabling technol ogies; equally
critical, industrial and comrercial |inkages through smart partnerships;
and | ast but not |east, transcending all the ingredients, support fromthe
gover nnent .

As with everything else, the tone nust be set fromthe top if we wish to
initiate cultural change and bridge the digital divide. The K-vision and
strategic direction nmust be driven by the governnent at the highest |evel
and only then, will it pernmeate through the different |evels of society
right to the individual. As our Prinme Mnister Datuk Seri Dr Mahathir
Mohamad has rightly pointed out, the K-econony Master Plan nust be a
master plan for the entire nation and a personal nmaster plan for every
citizen, with all segnents of society participating. To the governnment's
credit, it has taken the bull by the horns and determ ned that K-vision
and strategy. It is nowup to the private sector, both corporations and
i ndividuals, to take ownership as snart partners and enbrace the
chal | enge.

Wt hout doubt, Ml aysia's remarkabl e econom ¢ perfornmance in the past
two decades can be largely attributed to the governnment's success in
devel oping consultative strategies with the private sector and their
conbi ned resol ve towards successful inplenmentation. In this regard,
preparing the foundations for the K-economy would require sinilar planning
and i npl enentation skills, albeit with a greater holistic approach.
However, strategi es which were effective in driving a production-based
econony may not work in the devel opnent of a know edge-based econony where
bot h peopl e and enabling technol ogies are central to success. A
producti on-based econony is focused on the devel opment of efficient
machi nery and an adapt abl e wor kf orce, whil st a know edge-based econony
requires a smart workforce with enabling technol ogi es.

Rightly so, continuing enphasis is being placed on the devel opnment of
i nformati on and comuni cati ons technology (ICT), and with it, the role of
venture capital as a source of funds. However, our past efforts in trying
to junpstart venture capital investnent in high technol ogi es have net with
little success. The establishment of a central agency to co-ordinate the
nati onal devel opment of venture capital, together with the allocation of
another RVBOO million to the Venture Capital Fund to assist business
angels in investing in capital startups, as well as the liberalisation of
listing requirenents on Mesdaq (Ml aysi an Exchange of Securities Dealing
and Automat ed Quotation), are steps in the right direction.

Recogni sing the high risks associated with the venture capital industry,
the i dea of encouragi ng business angels to invest in equities of venture
conmpani es by allowi ng a tax deduction for the investnent is correct, but
the point seems to be mi ssed under the condition for deduction, ie, the
i nvestnent nmust be held until listing. If the venture conpany succeeds and
becones |isted, the investor will not be concerned with tax deducti on but
rat her whether the gain on post-listing disposal will be taxed.

For every success, there are many failures. It is only when the venture
fails that the investor is concerned with tax deductions for his



investnent. It is, therefore, critical that these basic principles be
fully appreciated and that the inplenentation is not nade onerous, as
ot herwise, this neasure will also not yield the desired result.

The private sector nust, at the sanme tinme, respond and be bol d enough to
invest in the comercialisation of newideas. This is where a smart
partnershi p between the governnment and the business angels is critical in
spear headi ng the drive towards the K-econony.

The governnment has al so nmade the right start by recognising that al
citizens, rather than only skilled know edge workers, nake up the K-
economny. Human resource devel opment nust rermain a national priority and
the foundation for devel oping a smart workforce nmust begin at the nost
basic level - at the schools. Smart schools, conputer literacy programns
for children, the cultivation of reading habits, conputer |aboratories,

i mproving English | anguage skills, encouraging a culture of |ifelong
education are all necessary, but the fundanental s nust al so be addressed.
The current education curriculumtends to focus nore on academ c rat her
than all -round devel opnent; hence stifling the environment for creativity
and i nnovation. There seens also to be a | ack of reward systemfor
retaining indigenous brains and talents in our universities for sel ected
sciences, as well as a dearth of collaborative research projects with the
private sector. Both parents and teachers nust al so take ownership in
preparing their charges for the new econony, and corporations can play a
pi votal role by adopting a school, college or university with the view of
chanpi oning their quest in technol ogy and know edge devel opnent .

Meanwhi | e, the governnent has recognised the need to fill the vacuum by
upskilling the workforce and attracti ng knowl edge workers to the country.
G ven that we are conpeting for the best talents in the new econony, the
proposal to award pernanent resident status to spouses and children in
order to lure Ml aysi an know edge workers back to the country is very
appeal i ng. However, since only individuals identified by a Speci al
Conmittee to have the required expertise will qualify, the success of this
measure wi Il depend very nmuch on the transparency of criteria and
efficiency of the evaluation process. Too often, excessive red tape and
| ack of understanding of the big picture at the bureaucratic working |evel
has stifled many wel |l -intended initiatives. The perennial challenge is to
bri dge the gap between the vision and the inplenmentation. The devil has
al ways been in the details and execution.

In seeking to attract and hire the best brains from abroad, know edge
workers are allowed to bring back a couple of cars tax-free. This measure
may have sonme |imted appeal but the exenption for remttance of incone
wi Il have m ninmuminfluence since in nbst cases, returning individuals are
likely to be non-resident for tax purposes in the year of their return
and as non-residents, whatever inconme they renmit to Malaysia is tax-free
anyway.

What perhaps may have been nore attractive is to give a tax exenption of
up to, say, 50 per cent for a period of three to five years. By
conparison, the top marginal tax rate of 28 per cent in Singapore only
ki cks in when the taxable i ncone exceeds S$400, 000 as opposed to 29 per
cent for taxable incone above RML50, 000 i n Mal aysia. In Hong Kong, the top
margi nal tax rate is currently only 17 per cent for taxable income
exceedi ng HK$ 105, 000. Al though personal tax rates and net disposable
incone will not be the sole determnant in the decision to relocate, it
will certainly feature as a key factor in any eval uation. Mre inportant
are issues closer to the heart such as personal freedomand safety,
quality of Iife, work environnent, health and educational facilities etc,
that will inmpact the | egacy for their children and their children's
children. For this initiative to succeed, we nust package a proposition



t hat addresses all these issues.

The governnment has spared no efforts in laying the infrastructure for
the K-econony and the creation of a know edge society. Wiilst this new
phenomenon will |l ead to increased productivity and a better quality of
life, it also threatens the conventional concept of conparative advant age
by changi ng the paradi gns. The governnent has al so undertaken to intensify
t he devel opnent of new growt h sectors which characterise the econony of
the 21st Century, and create a conduci ve environnent for e-entrepreneurs
to flourish. The private sector, as smart partners, nust seize the
trenmendous opportunities that are energing, and corporations nust wal k the
talk and start to live as know edge enterprises. Corporate |eaders mnust
al so | ead by exampl e: adopt the principles of know edge managenent as a
busi ness strategy through i nnovating, creating and managi ng i ntell ectua
assets; instilling these val ues anbngst their enpl oyees; investing
extensively in new technol ogy; pronoting research and devel opnent, and
revol uti oni sing their business nodels.

W must benchmark oursel ves against the best in the world. If they can,
SO can we.
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