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Penang preparing to roar!

V. Prathaban
THE Penang government has found one way to counter the adverse effects of
the current gl obal slowdown in the electronics sector.

Chief Mnister Tan Sri Dr Koh Tsu Koon's solution lies in the formof a
gl obal manufacturing alliance, whose nenbers are determ ned to speak the
same | anguage of business. And what better thing is there than to speak
t he sane | anguage on a gl obal platfornf

Naned after the fanous Rosetta Stone, an ancient artefact which was
inscribed with nessages in three different | anguages, RosettaNet
(ww. rosettanet.org) is a non-profit consortium It has a nenbership of
nmore than 400 of the world's | eadi ng manuf acturers.

Founded in February 1998, RosettaNet's task is to create a digital
mar ket pl ace usi ng a conmon nessagi ng platformfor nmanufacturers to
communi cate and trade with its suppliers and partners. To manufacturers,
managi ng the supply chain is a critical concern of the business as it
af fects the whol e operations of the factory. Wthout an efficient supply
chai n managenent system manufacturing operations can cone to a
standstill.

Penang has been enjoyi ng robust econonic growth for nore than a decade.
But with gl obal economi es noving at snail's pace, especially that of
Penang's maj or trade partner, the US, the situation is threatening to
change. The threat to Penang's prosperity cones in the formof increased
conpetition with many ot her econom es | ooking to be sufficiently
attractive alternatives.

The 691 factories in Penang are in danger of being placed in a
di sadvant aged position with the advent of globalisation and market
i beralisation. Like nmany ot her emergi ng economes, the island relies
heavily on foreign direct investnents.

Al t hough Penang's trade and services sector contributes 49.2 per cent to
the state's econony, manufacturing is the backbone of Penang's econony.
The manufacturing sector enploys a total of 195,844 workers and
contributes 46 per cent to the state's econony. Enjoying a robust growth
rate of 6.7 per cent last year, Penang's GDP in 2000 was worth RML7.3
billion. The state's contribution to the national GDP stood at 11.4 per
cent |ast year.

For a long time, manufacturers have relied on nmanaging their supply
chain, in order to keep the inventory, production costs and manufacturing
processes | ow. Orders and various ot her comunications with the suppliers
are done via the fax and the tel ephone. “~Manufacturers currently rely on
the tel ephone to order products fromthe suppliers. However, RosettaNet
al l owns manufacturers to order and check inventory using the conputer
network,' says Stan Lim nanagi ng director of Asia manufacturing, G sco
Syst ens.

Wth the setting up of RosettaNet, manufacturers now have an efficient
way to get cheaper supplies within a nore manageabl e | ead-tinme. For the
suppliers, RosettaNet may just be able to open up the narketplace for them
to conpete on a level playing field, in order to attract gl obal
manuf acturers. Usi ng open e-busi ness process standards, RosettaNet will
require all trade suppliers and partners to conmmuni cate using standard
communi cati on systens.

In somre ways, RosettaNet may just be the answer that Koh needs to inject
some excitenent to Silicon Island. Apparently a nunber of multinationa



conmpani es (M\Cs) in Penang are already on the board of RosettaNet. They
include Intel, Dell, G sco, Siemens and Hitachi.

Working on the plan for nore than two nonths now, Koh has al ready set up
a RosettaNet Technical Conmittee in the state to look into ways to link up
with RosettaNet. Delighted by the prospect of turning the tide in favour
of Penang's manufacturers, Koh and his teamat the Penang Devel opnent
Corporation (PDC) cane up with a novel idea to start a northern e-economic
revolution. He enlisted the help of the Federation of Mal aysi an
Manuf acturers (FMM, M MOS Bhd and MyBiz ( a | ocal B2B portal) to further
devel op the plan. FMM PDC, M MOS and MyBi z | ater becane t he pioneering
teamfor the initiative.

The result was the ~Technology + I ndustry + Governnent for e-Economc
Revol ution' (TIGER) strategic intervention plan, which covers Penang,
Kedah and Per ak.

Since Koh is a nenber of the National |IT Council, a policy-naking agency
of the governnment, he saw an opportunity not to be m ssed. Last July, the
NI TC net for its regular neeting in Putrajaya chaired by Prine M nister
Dat uk Seri Dr Mhat hir Mhand. Having made prior arrangenents, Koh
presented RosettaNet's case to the council for further deliberation.

Koh's spirited presentation got the attention of the Prine M nister, who
asked several questions on the strategy. "The presentati on was i npressive.
We all got the inpression that we have to do it,' said Shai fubahri m Sal eh,
managi ng director of Cisco Systens Mal aysia, who is also an NI TC nenber.

The proposal involves a two-tier classification systemfor |ocal
suppliers. The first tier conprises big |ocal suppliers and the second
tier consists of snaller parts manufacturers. However, the exact yardstick
that will be used to classify manufacturers into the two-tier systemis
uncl ear at the nonent.

Koh declined to be interviewed for this article. Neither is MyBi z saying
anything. Attenpts to interview NI TC Secretary Tengku Azzman Shari f f adeen
drew a bl ank. Datuk Paul Low, FMM s vice-president and an Nl TC nenber says
he does not want to reveal anything at the nonment as the plan is still in
its infancy.

However, sources say there are plans to set up a RosettaNet Mal aysia Pro
tem Steering Committee, which will initially include the electrical and
el ectronics industries. The cormittee will conprise representatives from
the governnent, industry and non-governnent organi sations. This nmay
include the Mnistry of Finance, Mnistry of International Trade and
I ndustry, M MOS Bhd, Mnistry of Science, Technol ogy and Environnment, M\Cs
and a few |l ocal parts suppliers.

As the whol e business of RosettaNet is to link up suppliers with
manuf acturers, the TIGER project is estinmated to cost RWBO million.
However, Koh is seeking RW5 million fromthe governnent for the seed
stage, fromN TC s Denpnstrator Application Grant Schene's (DAGS) Perdana
DA cat egory.

The RMR5 million is to be used to junpstart supply chain |inkages for
| ocal players, which will set up a common el ectroni ¢ nessagi ng standard
and e-busi ness applications for nembers of RosettaNet. Initial costs may
be high, but the long-termbenefit will nmake the effort worthwhile.
"Penang is on the right track to go to RosettaNet early on. They will have
an added advantage over those who have not gotten on it yet,' says Lim

Penang's potential entry into RosettaNet couldn't have cone at a better
time, especially nowthat Singapore and Taiwan are al ready ahead of us,
having set up their RosettaNet steering comittee |ast year.

"RosettaNet can be likened to the | SO 9000 standard. Today, if you are
not | SO conpliant, you can forget about doing business with international
conpani es,' says Lim explaining that without RosettaNet, one would be



out of the comrunication | oop anong the suppliers and manufacturers.

Wiile the RosettaNet initiative has not received w despread adoption, it
is growing rapidly. 'RosettaNet will happen in the next one or two years.
Those who are not on the network will be left behind,' Limsays.

It may be a sinple solution, but the TICGER project could yet prove to be
a beneficial nmove for Penang. After all, it brings manufacturers and
suppliers to speak the sane | anguage and to do busi ness on a gl obal |evel.
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