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INTRODUCTION

The three chapters presented in this section address very different economic sectors.
Seen as a case, each one illuminates a common understanding about the changing
naure of economic development that is espedidly rdevant for the 21% century.
Moreover, each in its own way recognises the criticad importance of infrastructure,
and expecidly tdecommunicaions, as an enabling technology for devdopment.
While indudrid parks (IPs), the focus of chepter 12, are not directly involved in ether
the devdlopment or ddivery of tdecommunications services, their tenants rdy on the
infresiructure provided by the park operators and the host government. As noted by
the authors sound tdecommunications links with suppliers and buyers dlow  pak
tenants to manage ther supply chans Chepter 13 examined the potentid for
information technology to enhance rdaionships among locd authorities and the
people, through the ussful metagphor of an “dectronic government” (EG) that
accderates the devdopment process. The drategic role of tdecommunications is even
dronger and this was unveled in chepter 14. In our globd village, an offshore
finendd maket is viable only when it is connected to the globd informaion
infragtructure, in this case through Mdaysd s planned Multimedia Super Corridor.

Economic Development and Knowledge

Of course, tdecommunications infragtructure merdly provides channes through which
information flows. The next dgnificant theme from these three chapters addressed the
content that these channels carry in the sarvice of economic development. All three
chepters, therefore, illustrate the serious effort required to shift remote economies
based on agriculture, fishing, and extractive indudries to higher vadue-added activities
in the globa economy.

According to Toeffler (1990), didinctions, such as north and south, or communist
and capitdid, are no longer rdevant and must be replaced with a world split between
fa and dow wedth-credting economies. The shift from a dow-growing to a fast-
growing emonomy will demand a correponding shift in the way knowledge is
managed, not only within, but across sectors. Because the development of advanced
capacity to manage knowledge is one of the factors that is criticd for successful
devdlopment, this modd is used as a lens through which to view the chapters
contained in this section.

! Business Opportunities in Sarawak, Sabah and Labuan, Williams, et a, Prentice Hall, 1999.
http://www.nanyangbiz.com.



An Intellectual Capital Perspective on East Malaysian Development 2

Knowledge as I ntellectual Capital

The intdlectud cepitd modd (Edvinsson and Sulliven, 1996) used by the Skandia
insurance firm is a useful framework for understanding the management of knowledge
in its vaious forms This modd is a tool that was dedgned to hdp measure
underdand and manage the vaue of intangible assets in the firm (Stewart (1999)),
Svelby (1997)). It requires only a minor adjusment in order to gpply it to the task of
understanding the concept of development. This involves a minor remapping of the
labdls for the stocks that make up the entities in the modd. The term “market vaue’ is
replaced by “devdopment datus’; the term “financid capitd” is replaced by “access
to red and financid resources’; the term “customer capitd” is replaced by “access to
markets for economic outputs’; and the term “organisationd cepitd is replaced by
“organisationd  routines and technologies’, with dl the other terms remaning
identical. Figure 151 illugrates the modified modd. By adgpting the content (while
retaining the logicd dructure) of the modd from its indudrid origins to the broader
economic context, the intellectuad capitd modd can be used as a lens through which
to view development trends in East Maaysia
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Development Status

As noted in previous chapters, Mdaysa is categorised as a “newly industridised
country” (NIC). However, locd economies in the more remote Eastern Adian region
have deveoped more dowly, and ae ill dominaed by agriculture and extractive
indudtries. This is not due to a lack of available resources but, rather, is a consequence
of the diminished flow of resources in the locd economies From this perspective,
economic development is a matter of accderating the locd economic engine. This
requires an economic dructure that provides access to physicd (red and financd)
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cgpitd, develops and fully utilises human resources, adds vadue to these assts and
ddiverslocd outputs to the globa economy.

Access to red and financid cgpitd is avalabdle in the form of generaing
renewable agriculturd, forest and ocean resources plus minerd resources that can be
extracted through mining and drilling. While a temporay decline in foregn direct
invesment (FDI) can be expected due to the current economic woes, it will acceerate
with recovery in the regiona economy.

In Mdaysa the federd government is responsble for most education, except
adult education and indudrid training. State governments assume the responghbility
for managing service ddivery (i. e, requiring the devdopment of organisiond
capitd) and cross-border economic activities such as atracting tourism and FDI (both
involving process and innovation capitd).

Thus, each chapter in this section can be read as a case sudy of the interplay
among physcd, human and dructurd cegpitd in the context of what is termed the
intellectud capitd modd of development.

THE IP ASA FOCAL POINT FOR KNOWLEDGE
DISTRIBUTION

An [P dte is a type of physcd cepitd, to which intdlectud capitd adds
complementary vdue. When the intdlectud capitd levd is high (as with a Scence
Park), the capecity to creaste wedth is grester. IPs provide a means to manage the
dae’'s human capitd, that is to cduder and make best use of the tdent of people,
resulting in increesed innovation. Moreover, it provides a means to olidify this
growing knowledge so that it becomes pat of the dtat€'s sructurd capitd, and can be
more easly reproduced and shared.

In what ways is this hgppening in East Mdaysa? Lee . d., in Chapter 12,
demondrated the contributions of IPs to Sarawek and Sabah. Spedificaly, they began
with a discusson of how IPs have marketed themsdves as manufacturing hubs in the
two dates. Implicitly, both sates undersand the importance of fomenting intellectud
cgpitd to nurture innovation and growth in manufacturing. The authors then andysed
the suitability of severd specific IPsin these two Sates.

Saawek hes idetified five mgor indudry duders including timber,
petrochemicas, agriculture, dectronics and biotechnology. These sectors  implicitly,
were congdered to be important from a drategic standpoint—the greatest likelihood
of wedth cregtion. IPs provide a conduit through which to develop these draegic
indugries.  Ultimately, access to markets for economic ouputs is desred and,
therefore, 1Ps play a critica role in the growth of this kind of capitd via the interplay
with organisationd capitd.

The chapter highlighted three main advantages of invesing in Sarawak: srong
government supports, full commitment by the government to indudrid projects and a
vey dable politicd cdimate.  The authors further reveded how Maaysas economic
and development policies are geared to foster process and innovation cgpitd growth.
For example, Bumiputra entrepreneurs and companies can become pat of the larger
wedlth-creation process through the strategic deployment of 1Ps.

Sabah's drategic thrust has been to convert its plentiful agriculturd commodities
and unprocessed timber into higher vaue-added consumer-oriented goods. Again, the
notion of intellectud capitd illuminates this issue. Former Chief Miniger Datuk Yong
Teck Lee, in a 1998 speech, noted that “It is accessibility to resources and knowledge
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to effidently export timber into vaue-added products which are in demand in the
market” (The New Sraits Times 25 April 1998). Moreover, he noted tha “IPs
specificdly to promote the woodbased manufacturing sector in Sabah, need to be
edtablished to ensure that timber resources are properly used”.

Sabah's flagship Kota Kinabalu Indudtrid Park (KKIP) underscores the dae's
commitment to the longterm indudridisaion of Sabah. More genedly, the date is
committed to accderating the building of KKIP and improving exising IPs (Borneo
Bulletin, 24 January 1998). Sabah IPs dso enjoy afree zone status.

Lee . d. examined the interaction among physicd infrastructure (l.e. segports,
arports, tdecommunicaions, water supplies, dectricity supplies and other key factors
and IP ativity. They found that both daes ae supplied ressondbly wel with
infragtructure, certainly sufficent to support the draiegic food processng, high
technology, petrochemica and timber sectors.

Findly, Lee . d. profiled an evdudion of the competitive advantages of the
Eas Mdaysan IPs.  Fird, they ae locaed within the dynamic BIMP-EAGA
economic region, the heat of ASEAN. Secondly, there is a constious effort on the
pat of both sate governments to cluser new activity via these IPs This should
accelerate factor accumulation and foder the emergence of the mutudly supporting
dructures that nurture wedth cregtion. Hence, IPs provide a means for manage the
daes emerging organisationd capitd.

EG ASA MECHANISM FOR KNOWLEDGE SHARING

The EG visons expressed by government leaders both two daes provide cues about
radicdly new business processes, with the internd focus on grester efficiency, in sak
contrast to the externa theme of “closer to the people’. Ye from an intdlectud
copitd  perspective, both targets are highly complementary. The policy god of the
externd focus is on respongveness which adds vaue to the populace while the policy
god of increased efficiency leverages on the scarce human resources available to the
date government.

These thruss are endbled by the deployment of emerging cgpabilities ensuing
from the convergence of computing and tdecommunications technologies and the
sugtained increases in price-performance of these technologies over the past 30 years.
The fundamertad concept is to deploy information technology (IT) as a tool to
trandorm the operaions of the date government in three didinct action domains :
within and among the various agencies of the State government; among these agencies
and organisaions in the privaie sector; among these agencies and members of the
generd public.

Thee locd policies ae necessxily linked to the federd government's
Multimedia Supercorridor (MSC) progranme, discussed in more detal dsewhere in
the volume. As a package, trandormation via IT will serve to foder the growth of
dructurd  cgpitd. Indeed, Sarawak’s adminidrative operations were  enhanced
recently with Lotus Notes software by Sarawak Information Systems Sdn. Bhd.
(SAINS) in order to improve productivity and foster doser communication among
governmenta  agencies within the date (Newsbytes, 18 December 1997). Clealy, a
an intuitive levd, the Saravak government understands the interplay between humaen
and structurd capital. These two factors are mutudly reinforcing.

The role of EG in Sgawek and Sabah was discussed adly by Ang, & d., in
chepter 13. Frg, they provided an overview of the current Satus with regard to the
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devdopment of EG in Sarawak and Sabah. Secondly, they explored potentid business
opportunities emerging in this area.

Saawak has been devedoping IT gpplications for administrative operations snce
the formation of the Sarawak Information Sysems Sdn. Bhd. (SAINS) in 1992 and
with the development of the Sarawak IT Mager Plan, penned in the same year.
Manifestations of the vison aticulaed by SAINS were in the form of various
intigtives  induding office automation, indilling in public savants a pepeles
culture, reeching out to remote regions and the setting up SarawakNet (1. e, the
Saawvak Government Network), in 1997. SarawakNet provides dructurd capitd
needed to reinforce the interplay among government agencies and, ultimatdy among
them and mgor dakeholders in the economy. It does so by providing the fundamentd
information infragtructure upon which higher levd gpplications and software (eg., the
Lotus software mentioned above) can be deployed. The projects include the Indudrid
Applications Monitoring Sysems, Fund Invesment Management System, Voucher
and Cheque Management Sygem, and the Scholarship Information System. Some
projects have even sarved as pilots for country-wide initiatives. Recently, the Federd
Taritory Syariah Court purchased a court dectronic sysem cdled SEMEK (Sigem
Elektronic Mahkamah) from SAINS for RM45000 (The New Sraits Times, 12
October 1998). SEMEK was developed for the Kuching Syariah Court in 1996.

Sabah has followed a dmilar pah with the deployment of a datewide network
(cdled Sabah.net), launched in 1997, in accordance with the Sabah IT magter plan.
The fird phase condsted of an Internet-based network connecting  different
government agencies (The New Straits Times, 23 April 1998). This phase provided the
interconnectivity needed to edtablish an EG network for 28 locations, 21 located being
within Kota Kingbdu. Indeed the fird gpplicaion of Sabah.net was providing the
information infresructure for Sabah's EG system to provide for gpplications such as
dectronic mail, videaconferencing and online access to government  announcements
(The New Straits Times 23 April 1998).

The second phase (announced in 1998) of Sabah.net linked the public to the
network, a law network as wel as a network for education which will eventudly link
dl 1,300 primay and seconday schools (The Business Times, 14 September 1998).
Future access will teke the form of dectronic commerce, human resources
management, land use sydems tourigm product management, office automation,
dectronic tendering system, finendd management and control, socid  services,
physcd infresructure management and rurd information access (The New Straits
Times, 23 April 1998). Other projects discussed by Ang, e. d. induded sugtainable
tourigm management, digitd libraries, dectronic communities and lifdong learning.

The common theme running through both daies network initiaives is that they
embody, empower and support infragtructure for humaen capitd (Edvinsson  and
Mdone (1997)). Indeed, it is interesting that the heart of Sabah.net is the Kota
Kingbdu IP Communications data centre (The Business Times, 8 September 1998).
Moreover, both networks and IT master plans are closdy digned with the dates
Srategic devdopment plans.

Ang e. d. wrgpped up with a discusson of how some of the gods embodied
within the dates visons offer investment opportunities. From an intelectud capitd
perspective, it should be noted thet fertile areas have to do with building sructurd
cgpitd, specificdly in the domain of access to makets for economic outputs. Both
dates want to nurture this form of capitd as it is key to the development process and
wedth credion. Indeed, investments by Tedekom Mdaysa Bhd, 3Com Madaysa,
Sun Microsysems, Orade Sysems Mdaysa and Cybertouch Sdn. Bhd. will liase
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with locd IT vendors to creste date expetise jointly (The Business Times, 8
September, 1998). More generdly, the authors discussed investment opportunities in
network infragtructure, technology and applications. Findly, they rounded out ther
discusson by touching on chdlenges of EG as wdl as regulaion, guiddines and
incentives for IT investors.

THE OFFSHORE FINANCIAL CENTRE ASA REMOTE
KNOWLEDGE INDUSTRY

We hift focus dightly to examine Labuan's potentid in becoming a leading
international  offshore financid centre (IOFC). Loh, e. d. discussed this potentid in
chepter 14 within the context of a hyper-competitive environment and the vison
implicit in the Mdaydan MSC. They began by sketching a brief higory of Labuan,
noting that by 1986, the Mdaysan government was committed to devedoping it into a
fuly-fledged IOFC. By 1997, over 1,683 companies and 64 offshore banks were
registered in Labuan.

The authors then discussed the srengths and weeknesses of Labuan. In summary,
the drengths lie in its location within the BIMP-EAGA, financid support, direct
access to the feded government and credibility in offering Idamic financid
indruments.  The wesknesses include the fact tha, in an age of information
technology, geographical location can be rendered usdess as a competitive advantage.
Others are the lack of well-developed financid services except in the area of fund
rasing, ddays in pasing laws affecting the industry and attracting tdent. A recent
atide noted additiond wesknesses incduding the fact that the locd population is too
smdl to drive the locad economy and tourism is not being adequatdy exploited (Asa
Pulse, 4 December 1997).

Loh, &. d. next viewed the offshore financid market indudry from a hyper-
competitive perspective. Firs they noted that dl IOFCs mugt focus on providing tax
incentives, asset protection, secrecy, anonymity and minimd red tape and compliance.
They noted that key dements differentiating one IOFC from another is the &bility to
harness responsive, cregtive and flexible adminigrators who can reedily innovate to
sudan the atraction of offshore investors. They dso require a pool of tdented and
efficent professond service provides induding lawyers, tax advisors  and
accountants. Ladly, they require a moden and fully functiond infrasructure,
complele with tdecommunications, arport and world-dass living conditions. A
hyper-competitive environment implies that there is no such thing as a sudanddle
compstitive advantage. On the contrary, the way to gan a competitive edge is to
activdy digupt the makeplace and exploit temporay compditive advantages
(D’'Aveni, 1995). The authors then andysed the IOFC indugry from the perspective
of severd of the “New Seven S’ suggested by D’Aveni. Generdly, they foresee the
cregtive and knowledgegble use of IT as being a strong possibility.

The IT theme was continued with a subsequent discusson of the Maaysa MSC
initistive.  Spedificdly, the authors beieve that Labuan can possbly leverage on the
MSC to gan a competitive advantage in offshore financid markets, bringing to beer
vadly superior forms of communication than are now currently practiced in Labuan.

Findly they cgpped ther discusson with a profile of busness opportunities in
Labuen, given a hyper-comptitive environment and given the potentid offered by the
MSC. One szrious drategy would be to foder the growth of the Labuan Internaiond



An Intellectual Capital Perspective on East Malaysian Development 7

Idamic Money Maket and do so with an eye towads leveraging on the MSC to
foment Idamic banking partners around the world.

Other busness opportunities lie in the direction of IT vendors working to
automate financid work processes and devdoping linkages to the MSC. Linking to
the MSC more fully offers an opportunity to tap into tdehedth and tdeschools, thus
to enhancng the qudity of living and reducing the amount of foreign tdent actudly
resding in Labuan.

Conclusion

Each chapter in this section portrayed how various forms of dSructurd capitd play a
aiticd role in supporting and adding vaue to the reatively scarce human resources.
Sructurd  capitd moves the economy away from its traditiond reliance on abundant
physcd resources and toward the intdlectud capitd modd of development. Since
traditiond economic modds do not condder the intersection among tangible and
intangible (“atoms and hits’) resources, scholars of the development process may find
this modd more usgful in the current ea of informaionled deveopment. Mogt
importantly for Sabah, Sarawak and Labuan, the globd invesment community is
searching for the window of opportunities emanating from exactly thiskind of modd.
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