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CS303 Assignment 2

Some of the government-driven information infrastructures in Asia have not met their expectations. Select a country and its information infrastructure, and explain why it has failed.

Introduction

The Asian country we have chosen to examine is Malaysia and its Vision 2020 plans as well as its Multimedia Supercorridor (MSC) project. This essay will explore the goals and objectives of the Vision 2020 plan as well as its main project, the MSC, that would catapult the Malaysia economy into the 21st century. It is too early to say whether Vision 2020 is a success or a failure, as it is too early to tell. Here we will consider some of the problems Malaysia face in achieving its goals at present. Hopefully this will give us a better insight into evaluating the project’s outcome.

Vision 2020 and the MSC

Malaysia is a nation whose economic growth has been shaped and guided by strategic five-year economic plans. Its manufacturing industry remains one of the strongest in Asia, and has sustained growth despite the recent Asian financial crisis. Providing the ultimate backdrop to these programs is Vision 2020, a national agenda that sets out specific goals and objectives for the long-term development  of Malaysia into a fully-developed country. 

The chief architect of this vision is Malaysia's Prime Minister of 18 years, Dr Mahathir Mohamad. Malaysians have responded to his challenge to become a fully-developed, matured and knowledge-rich society by year 2020. As a strategy to achieve the vision, Malaysia has a plan to leapfrog into the information Age by providing intellectual and strategic leadership. This means investing in an “environment that encourages innovation, helping companies, both Malaysian and international, to reach new technology frontiers, partnering global IT players and providing the opportunities for mutual enrichment and success”.

As a first step, Malaysia has created the MSC which hopes to accelerate Malaysia's entry into the Information Age, and through it, help actualize Vision 2020.

The MSC will bring together, for the first time ever, an integrated environment with all the unique elements and attributes necessary to create the perfect global multimedia climate.

It is a length of "corridor", 15 kilometers wide and 50 kilometers long, (roughly the size of Singapore) that starts from the Kuala Lumpur City Centre (KLCC) and ends at the Kuala Lumpur International Airport (KLIA) which was launched on the 27 Jun 1998.

Two of the world's first “Smart Cities” are being developed in the MSC; Putrajaya, the new paperless seat of government of Malaysia where the concept of electronic government will be introduced; and Cyberjaya, a city that aspires basically to be the Silicon Valley of Asia.

Infrastructure of the MSC

A 2.5 to 10 gb/s optical fiber backbone will link the whole of the MSC. This aims to provide high capacity network links throught the MSC. There will also be fiber links to Japan, US, Europe and SE Asia, aiming to provide seamless links to the rest of the world.

Transportation and utility needs have been addressed with the promised construction of numerous expressways and utility boards to enmesh the MSC in a total infrastructure set-up. The whole thing will cost US$20 billion.

Goals of the MSC

Dr Mahathir has described the MSC as "a global test-bed" for the new roles of government, new cyber laws and guarantees, collaboration between government and firms, companies and companies, new broadcasting, new types of entertainment, education and delivery of health care. In short the 7 goals of the MSC are such:

1. Electronic Government – “paperless government administration” 

2. National Multi-Purpose Card – Smart card systems

3. Smart Schools – online education systems 

4. Telemedicine – medical diagnosis and infrastructure online

5. R&D Cluster – research and development of new technologies

6. World Wide Manufacturing Webs – online logistic support

7. Borderless Marketing Centers – a base for global marketing strategies
In addition, regulatory frameworks have also been changed to make Malaysia more appealing to foreign investors, which are crucial to the development of the MSC. Noteworthy changes are the 10-year tax holidays for corporations within the MSC, the lifting of foreign worker quotas (under bumiputra law, Malays have to account for at least half of the employees hired in government jobs), and the promise of no internet censorship.

The strengths of the MSC


Basically, as quoted from Wired magazine, the galvanizing factor for the MSC’s momentum and growth in Dr. Mahatir himself. Basically, what he wants, he gets. In 1997 he wanted to set-up a world-class university. 20 months later the Universiti Utara Malaysia sprung up. He wanted the world’s tallest building in Kuala Lumpur, now he has two of them. He initiated the Proton, a cheap reliable car entirely produced in Malaysia, and now Protons are everywhere.


His sales pitch in Stanford University attracted technology big-wigs such as Sun Microsystems, Microsoft, Dell, Oracle and Netscape.


The common view is that while Dr. Mahatir is busy changing regulatory frameworks to accommodate foreign expertise and workers, demonstrating his willingness to change laws to support his vision, the Malaysian psyche and its people are just not yet ready to accept such a big leap into the future.

The failings of the MSC


In 1999, after 3 years of hype and US$5 billion in construction, the MSC has failed to attract the big-league investors. Dr. Mahatir original vison at this pahse was to attract US$4 billion in investment from technology leaders such as Microsoft and Oracle. So far only about US$1 billion has been pledged. Let us retrace the steps to the beginning of the MSC.


Initially, the MSC was proving a hit in the IT industry. Business rivals such as Microsoft, IBM, Oracle and Sun Microsystems all agreed to sit on a 41-member advisory panel. Traveling the globe to promote the MSC in 1997, Dr. Mahathir called the corridor ''a gift to the world,'' and ''a global bridge to the Information Age”.

'' It was quite a performance. After his speeches, you had CEOs say this guy 'gets it,' he is saying the right things,'' recalls Kenichi Ohmae, then a top consultant at McKinsey & Co. and Dr. Mahathir’s advisor. That pulled in many interested investors interested in Malaysia’s cheap land, workforce and attractive regulatory incentives. Microsoft pledged in 1996 to make the MSC its regional headquarters.

The 1997 Asian Economic Crisis, politics, and Anwar

Dr. Mahathir’s reaction to the economic crisis forced a major re-think on the part of the heavyweight investors who initially planned to support the MSC. In short, he blamed foreign influences for Malaysia’s problems. He imposed currency controls to rescue the plunging ringgit. He instigated the Anwar incident. The resulting political uncertainty from the Anwar incident (a government official has said that if an election were held soon after the Anwar incident, opposition parties could win a big victory) led to fears that if Dr. Mahathir were to lose power, the MSC would have no succession. To curb widespread political discussion, Dr. Mahathir reneged on his promise of no internet censorship and ordered all cybercafes to register users and provide the information to police. Dr. Mahathir on  reversed this order on March 1999 but the police continue to monitor the internet. 

Other protectionist measures are taking a toll on foreign internet service providers. PSINet Inc. has acquired ISPs in other parts of Asia, but in Malaysia they cannot own majority control. As a result, Malaysia has just two locally owned ISPs. Companies claim their service is unreliable, slow, and expensive. A 256 kb/s connection costs US$16,000 a year--about 10 times the cost in the U.S. 

 These factors combined cast doubts about the financial viability and political stability of the country’s potential as a receiver of billions of dollars of foreign investment. In a best case scenario, it destroyed the momentum of the MSC’s growth.

Microsoft (Malaysia) has just 15 employees, compared to 160 in Singapore. ''Singapore is the operations center,'' says managing director of Microsoft (Malaysia) Benedict Lee. Sun Microsystems are now making small investments after originally pledging millions of dollars. It built a Java training center in the MSC, which trains 1000 programmers a year. The center in Singapore turns out 6500 programmers a year. Ernst & Young as well as Oracle have scrapped plans to build telecommunications centers and regional technology centers in the MSC. Sun Microsystems is devoting far more resources to Singapore. Sun has just 30 workers in Malaysia but it employs about 200 in Singapore and is working with the government on developing research facilities, training programs, and a venture-capital fund. ''The best showcase in the region is Singapore,'' says Lionel Lim, Sun Microsystem's executive managing director for Southeast Asia. ''It has a much more developed, thoughtful implementation and vision.''

The 2001 IT slump

The slump in IT investment and global crisis now is also taking its toll on the MSC project. The fiber optic network linking the MSC and the rest of the world is incredibly expensive to maintain. With the lack of investors or even the failure of the MSC to attract its maximum number of technology companies to utilize the full bandwidth of the fiber network would result in the system making a yearly loss of millions of ringgit. As construction of the MSC still goes on and the lack of major investors is still not rectified the MSC is running at a loss, no doubt absorbed by the governments coffers. But this cannot go on forever.

The money is going elsewhere

The imposition of currency controls in September 1998 scared off potential venture capitalists from investing in Malaysia. Asia Travel Network lost US$5 million form potential foreign investors just days after Dr. Mahathir announced currency controls.

Coupled with Malaysia’s internal economic unrest, external sources also have been siphoning off the MSC’s projected investors. Hong Kong and Shanghai have plans for technological regions set up to try and emulate Silicon Valley. India is proving a major competitor in terms of software solutions – they have cheap, intelligent and skilled programmers in abundance. Close neighbour Singapore leads the world in science training, ranks 3rd in IT, and has the second-best technological infrastructure on earth already. It also has an aggressive foreign-recruitment initiative. Multi-nationals are seeking another place to invest in. US based Dell has bypassed the MSC (even though Dell has a manufacturing plant in Penang) to set up its Asia-Pacific headquarters in Singapore with aims to base its internet marketing and solutions operations there. 

Even Malaysian technology companies are re-thinking their plans about buying into the MSC. NetCard Corp., a Malaysian company dealing with web sites, applications for internet-based telephony, and Net kiosks initially, has downscaled its scope to dealing with just Net kiosks. Biztone.com, a company dealing in Java-based accounting software, as relocated its offices and businesses in Singapore. The Singapore government has promised to subsidize companies that use its software. 

An attempt to rectify this problem was the introduction of a US$13 million venture capital fund to re-ignite interest in the MSC. However, this pales in comparison with other Asian competitors. Hong Kong, for example, has a venture fund of US$100 million.

Malaysia is just not ready

Dinesh Nair, vice president of technology at Future Communications, a KL-based company specializing in Internet and cybersecurity projects, said "Dr. Mahathir will drag Malaysians kicking and screaming into the information age. He's pushing these people into the deep end with a rope, and saying, 'In 10 minutes I'm going to snip the rope, and you're on your own.'" He is commenting on the state of the Malaysian people and whether or not they are ready for a leap into the information age.

Until the official launching of the Malaysian Smart School Concept Blueprint (one of the flagship applications for the MSC) for 90 pilot schools early 1999, Malaysians were told that the country's smart schools will have a significant number of computers to make a difference to learning. However, when the school year started in January, the Education Ministry announced that the government was not ready to fully implement the Smart School concept as the 90 pilot schools were waiting for infrastructure and software to be properly put in place. 

It was then that Education Ministry officials and school principals began to talk about the "smart school plan" being implemented with or without computers, on the ground that its emphasis was on developing analytical and creative skills and that the focus was on creating a "smart" teaching and learning culture with or without the computers. 

Take note that Malaysia still has 2000 schools without electricity supply, not to mention connection to the Internet. They have 9000 schools in total, but yet the Smart school plan was only implemented in 90 schools. This begs the question: are Malaysians ready for such a big endeavor?

According to Dinesh, Dr. Mahathir is relying heavily on the concept of technology transfer. That the experience of working alongside foreign expertise will result in Malaysians learning to be creative and applying that knowledge to bolster local companies to be world-class as well. "People here haven't moved their mind sets toward analyzing problems," he says. "You can train people to pick up a manual, figure out what it says, and solve a problem. But when you're faced with a problem that is totally new, that's when creativity comes in. I’m not sure Malaysians are ready to receive this yet.”


Technology transfer is a farce. Dr. Mahathir has made too many concessions, particularly allowing foreign companies to bring in unlimited numbers of their own knowledge workers. The only thing Malaysia can realistically expect from leading-edge companies joining the MSC is a trickle-down effect. But how Malaysians respond to this is still unclear. With large areas of the Malaysian map still stuck in rural areas, it is difficult for the MSC’s goal for a sudden leap towards a tech-savvy nation realistic. The Internet penetration rate in Malaysia is about 15%. The facilities outside of the MSC are simply not up to date yet. The digital divide is a very real problem facing Malaysia and its citizens. The existing problems facing Malaysia’s long-term political and economic stability as well as its existing basic infrastructure make Vision 2020 seem a little far-fetched.

Conclusion

With the dearth of foreign investment especially IT capital, the instability of its domestic economy and politics, and the presence of global competition for IT investment it is difficult to see the MSC finally taking off and rivaling other Asian information infrastructures such as SingaporeOne or Hong Kong’s Cyberport.
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