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Preface by 
Tan Sri Nik Mohamed Nik Yaacob
Executive Director, Perdana Leadership Foundation

The	benefits	of	an	intangible	resource	are	always	difficult	to	quantify	but	the	
world has witnessed the results of economies where knowledge - its pursuit 
and	applications	-	is	properly	valued	and	rewarded:	continuous	innovation,	a	
more resilient economy, a society that is more socially conscious, a rise in the 
standard of living, and an increase in intellectual output. 

In	June	2010,	the	Perdana	Leadership	Foundation	joined	hands	with	The	New	
Club of Paris to organise the Round Table on the Knowledge Economy. The 
main	 objective	 of	 the	 Round	 Table	was	 to	 identify	 the	gaps	 that	Malaysia	
needs to address to become a high-income knowledge economy by the year 
2020. As the agenda developer of the knowledge economy, the members of 
The New Club of Paris have considerable experience in the area. 

The Round Table in Kuala Lumpur also gathered leading Malaysian minds 
whose	knowledge	of	the	country’s	economic,	social	and	political	environment	
complemented	the	New	Club	of	Paris	members’	expertise.

The	Malaysian	presenters	at	the	Round	Table	were:	Professor	Dr.	Danny	Quah,	
Professor of Economics at the London School of Economics and Council Member 
of	Malaysia’s	National	Economic	Advisory	Council;	Datuk	Dr.	Mahani	Zainal	
Abidin,	the	CEO	of	the	Institute	of	Strategic	and	International	Studies	(ISIS);	
Professor Dr. Mahendhiran Nair, Head of the School of Business, Monash 
University	 (Sunway	 Campus);	 Professor	 Emeritus	 Osman	 Bakar,	 Emeritus	
Professor of Philosophy at the University of Malaya & Deputy CEO of the 
International	 Institute	 of	 Advanced	 Islamic	 Studies	Malaysia;	 and	Dato’	 Dr.	
Tengku	Azzman	Shariffadeen,	who	moderated	the	Round	Table.	

There were also representatives from various Malaysian agencies and 
corporations who provided valuable input throughout the day-long session. 
The	Minister	of	International	Trade	and	Industry,	Dato’	Sri	Mustapa	Mohamed,	

also attended one of the Round Table sessions, and we hope that some of 
the ideas presented during that session as well as in this report will provide 
useful	material	for	him	in	shaping	the	country’s	trade	and	industrial	policies	to	
properly	support	a	full-fledged	knowledge	economy.	

Our thank you to these Malaysian members of the Round Table as well as to 
the experts of the New Club of Paris for their contributions to the discussion. 
Of course, our heartfelt thank you goes to our Honorary President, whose 
considerable experience as Prime Minister of Malaysia and during whose 
tenure Malaysia got its kick start into the digital era, gave much depth to the 
Round Table dialogues. 

The	Foundation	is	also	grateful	to	the	sponsors	of	this	Round	Table:	Westports,	
UEM,	Malaysia	Airlines,	Crowne	Plaza	Hotel	and	PROTON	Malaysia;	without	
their	support,	the	Round	Table	would	not	have	been	possible.	We	also	thank	
the partners who organised public forums for the members of the New Club of 
Paris:	ASLI	(Asian	Strategy	and	Leadership	Institute),	ISIS	(Institute	of	Strategic	
and International Studies) and IAIS (International Institute of Advanced Islamic 
Studies Malaysia). 

This report is the culmination of the Round Table as well as public forums. 
It	 is	our	hope	that	 the	contents	within	will	help	 illuminate	Malaysia’s	 journey	
towards becoming a thriving and successful knowledge economy.

Nik Mohamed Nik Yaacob
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Foreword by 

Yang Amat Berbahagia Tun Dr. Mahathir Mohamad
Fourth Prime Minister of Malaysia & Honorary President of Perdana Leadership Foundation 

We	now	live	 in	 the	knowledge	age	where	knowledge	 is	available	 in	abundance.	The	 Internet	has	opened	up	
access to information and made knowledge a widely available commodity. To succeed in this era, we need to 
learn to categorise, classify and make use of this widely-available knowledge. The Japanese, for example, 
applied	Western	knowledge	to	create	new	technologies.	The	Finns	 leveraged	on	knowledge	to	progress	from	
being workers in Swedish factories to building cruise ships, robots and cellular phones. Knowledge breeds further 
knowledge, and is the fuel for the new economy.

We	need	to	learn	how	to	make	use	of	knowledge	and	apply	it	to	drive	progress	in	Malaysia.	We	have	progressed	
this	far	by	using	our	physical	resources	and	our	manufacturing	capabilities.	We	now	need	to	 leverage	on	our	
intangible resources - our creativity, innovativeness, intelligence and ideas - to push ourselves into becoming a 
full-fledged	knowledge	economy.	

In this regard, I think Malaysia can learn from the experience of other countries. The members of The New Club 
of Paris have generously shared their opinions and expertise on building a knowledge economy and I think there 
are	some	strategies	that	Malaysia	can	pay	heed	to,	and	adapt	for	our	own	use.	Each	country	is	unique,	of	course,	
and its path to the K-Economy is different from others. Malaysia has set the year 2020 to be the year to achieve 
high income fully-developed economy status, and whether we reach this target or not will depend in large part 
on	how	efficiently	we	can	leverage	on,	and	build	upon,	our	knowledge	capital.	

Dr. Mahathir Mohamad
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Introduction by the Editor
Professor Ahmed Bounfour
University Paris-Sud & Editor, Kuala Lumpur Round Table Final Report 

This report refers to the dialogue which took place during the high level 
Round	Table	jointly	organized	by	the	New	Club	of	Paris	(NCP)	and	Perdana	
Leadership Foundation (PLF) in Kuala Lumpur on the 14th of June 2010, 
as	well	as	to	the	subsequent	thematic	workshops	organized	on	the	15th	of	
June with different institutes. 

The	Kuala	 Lumpur	Round	Table	 is	 the	 fourth	of	 its	 nature	organized	by	
the	New	Club	of	Paris;	it	follows	three	series	of	Round	Tables	organized	
respectively	 with	 the	 Prime	 Minister	 of	 Finland	 in	 2007;	 the	 ONA	
Foundation,	in	Rabat,	Morocco,	in	2008	and	the	Parliament	of	Austria,	in	
2009.		The	Round	Table	concept	is	now	established	as	the	New	Club	of	Paris	
template/approach for policy design and dialogue around the knowledge 
economy and intellectual capital (knowledge assets) in a broader sense. 

The	Kuala	Lumpur	Round	Table	consisted	of	35	participants,	representing	
different stakeholders of the knowledge economy agenda (annexe 2). 
It was chaired by Tun Dr Mahathir Mohamad the fourth Prime Minister 
of Malaysia and Honorary President of PLF, and moderated by Tengku 
Azzman	Shariffadeen.

The	 contributing	 members	 from	 the	 New	 Club	 of	 Paris	 were;	 Jean-Eric	
Aubert,	former	Lead	Specialist,	World	Bank;	Professor	Ahmed	Bounfour,	
University	 Paris-Sud	 Vice-President	 of	 the	 NCP;	 Leif	 Edvinsson,	 Lund	
University,	Sweden	and	President	of	 the	NCP,	Professor	Guenther	Koch,	
General-Secretary	of	the	NCP,	Eduardo	Rath	Fingerl,	Managing	Director,	
BNDES;	 	 Professor	 Pirjo	 Stahle,	 Finland	 Futures	 Research	 Centre,	 Turku	
School	 of	 Economics;	 	 	 Piotr	 Stryszowski,	 Economist,	 OECD;	 Takayuki	
SUMITA,	Chairman,	WICI	Initiative.	

The	Malaysian	experts	who	presented	at	the	Round	Table	were:
•	 Professor	Dr	Mahendhiran	Nair,	Professor	of	Econometrics,	Discipline	

Head of Econometrics and Business Statistics and Head of School at 
the School of Business, Monash University Sunway Campus, Malaysia

•	 Prof	Emeritus	Dr.	Osman	Bakar,	Deputy	CEO,	International	Institute	of	
Advanced Islamic Studies Malaysia

•	 Dato’	 Dr	 Mahani	 Zainal	 Abidin,	 CEO,	 Institute	 of	 Strategic	 and	
International Studies (ISIS) Malaysia

•	 Dr.	Mohd	Tengku	Azzman	Shariffadeen,	Member	of	the	New	Club	of	
Paris

•	 Professor	Dr.	Danny	Quah,	London	School	of	Economics,	London,	UK

The	report	is	structured	into	two	parts.	The	first	part	“Building	the	Malayian	
Link(s)”,	 presents	 the	 main	 points	 resulting	 from	 the	 Round	 Table	 and	
the	 subsequent	 public	 forums.	 The	 second	 part	 presents	 nine	 individual	
contributions from the experts who contributed to the Round Table. 

On behalf of the NCP, I warmly thank His Excellency Tun Dr Mahathir 
Mohamad for his invitation and for hosting this event and providing support 
to	its	success.	Without	his	support,	the	event	and	this	report	would	not	be	
possible.		A	warm	thank	you	to	our	friend	Tengku	Azzman	Shariffadeen,	
Member of the New Club of Paris, who actively contributed to making this 
event possible and facilitated the dialogue between NCP experts and 
Malaysian scholars and experts. Many thanks also to Tan Sri Nik Mohamed 
Nik Yaacob, Executive Director of Perdana Leadership Foundation and 
Zarina	Abu	Bakar,	General	Manager	of	Perdana	Leadership	Foundation	
for	 their	 support.	 	Many	 thanks	also	 to	Sunita	Rajakumar	 for	her	active	
assistance	 in	 organizing	 the	 event	 and	 editing	 contributions	 and	 interim	
reports.	 Thank	 you	 finally	 to	 all	 the	Malaysian	 colleagues	 and	 experts	
who actively contributed to the dialogue, by providing inputs, ideas and 
arguments for discussions on the 2020 knowledge agenda for Malaysia.

Ahmed Bounfour 
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Building the Malaysian Link(s)

Edited by 
Professor Ahmed Bounfour
European Chair on Intellectual Capital Management,
University Paris-Sud & Vice-President, The New Club of Paris 

This note results from the presentations and discussions which took place 
during	the	Round	Table	jointly	organised	by	Perdana	Leadership	Foundation	
and the New Club of Paris, on the 14th of June 2010 in Kuala Lumpur. The 
Round Table, as a policy instrument, was designed to explore the nature of 
the knowledge economy and knowledge society, with a focus on what the 
knowledge divide is and how Malaysia can bridge the gap and participate 
in the knowledge economy and knowledge society. The New Club of Paris 
was invited to provide external views on how to bring Malaysia into the 
economy of intangibles, with Malaysian experts providing insights on the 
country itself. The participants aimed to expose some of the issues and 
proposals	 that	might	 complement	 the	Malaysian	 government’s	 on-going	
actions and plans (including the 10th Malaysia Plan). 

The	role	of	The	New	Club	of	Paris	at	this	unique	Round	Table	meeting	was	
to	transmit	“signals”	from	the	world	to	contribute	to	the	agenda	setting	in	
Malaysia in looking for the new link/bridge to the future for Malaysia. 

Indeed,	 the	 issue	 here	 is	 not	 only	 a	policy	 one;	 it	 is	 also,	 and	possibly	
primarily, a conceptual one. At least during the last ten years, several 
concepts and instruments have been developed, and implemented, 
in different organisational and policy settings, aiming at leveraging 
knowledge and intellectual capital. 

This note presents the main elements on conclusions and recommendations 
for Malaysia to be fully aligned with the Knowledge Economy governance 
principles,	and	subsequently	to	achieve	the	2020	objectives.

The Malaysian Link is proposed here as a concept for deploying public 
action towards the knowledge economy.
i. Malaysia while achieving remarkable results over the last 30 years 

presents strong weaknesses with regards to its full entrance into the 
knowledge economy

 As YABhg. Tun Dr. Mahathir bin Mohamad stressed in his keynote 
address	 to	 the	Round	Table:	“As	 the	Japanese	did	with	 the	Western	
knowledge, and as the Finns emerged by working in Swedish factories, 
in Malaysia we need to learn how to make use of knowledge and apply 
it	to	drive	progress;	we	need	to	find	ways	to	use	physical	capital.”

 There is no doubt that Malaysia achieved high levels of performance 
over	 the	 last	30	years:	A	 remarkable	growth	 rate,	with	a	 slowdown	
during	 the	 last	 period	 (5%	 per	 annum	 2000-2007;	 against	 7.3%	
during	 the	 1990s);	 high	 achievements	 among	 the	 middle	 income	
countries;	an	economy	driven	by	the	accumulation	of	physical	capital	
and	dependency	on	 low	 costs	as	 competitive	advantage;	growth	of	
services replaced manufacturing as the main source of growth since 
2000. 

	 But	it	remains	an	economy	with	structural	weaknesses:
	 •	 low	 innovation	 capacities	 (measured	 by	 R&D	 spending/GDP:	

0.71%,	as	well	as	by	the	low	value-added		production	structure);	
	 •	 a	domestic	patent	dominated	by	foreign	residents;	
	 •	 a	small	size	of	people	engaged	in	research;
	 •	 a	strong	presence	of	bureaucracy;
	 •	 a	low	leveraging	of	its	societal	diversity.

 Malaysia also lost the ground in relative terms in terms of knowledge 
economy	 (with	 a	 KEI	 of	 6.07	 in	 2009	 compared	 to	 6.12	 in	 1995),	
against other similar countries such as Singapore, Hong Kong, Slovak 
Republic	(The	World	Bank	Institute	Data).	

 These attest to the fact that - if we except the ICT pillar and production 
infrastructure - the conditions for building strong autonomous knowledge 
capacities are not yet there.
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	 •	 Malaysia	needs	to	build	a	set	of	autonomous	knowledge	capacities,	
in	order	to	fully	meet	the	knowledge	economy	requirements

	 •	 Malaysia	 should	 look	 into	 the	 specific	 details	 of	 the	 key	
characteristics of successful value systems

	 •	 Malaysia	needs	to	rebuild	its	internal	and	external	links	in	order	to	
achieve	its	2020	objectives

ii. Successful value creation systems present common characteristics
 It is worthwhile for Malaysia to look at successful and meaningful value 

systems	across	the	world:	Finland,	Denmark,	Sweden,	Estonia,	Ireland,	
Chile, Singapore, South Korea, and the UAE. 

 The list of successful countries translates into a variety of situations, also 
characterised	by	common	features:

	 •	 The	 government	 policies	 are	 coordinated	 along	 four	 pillars:	
Education, ICT, Innovation ecology and high level business 
infrastructure	environment	(Structural	Capital);

	 •	 A	strong	sense	of	identity,	positioning	and	self-confidence	in	the	use	
of	the	collective	knowledge;

	 •	 Ambition	 (being	 in	high	 top	 league)	and	High	 level	 coordination	
(The	Prime	Minister	and	the	nation’s	high	level	representatives	are	
directly	involved);

	 •	 Speed	of	reforms	and	action	plans	(the	implementation	issue	is	not	
posed	as	an	issue,	but	rather	as	a	practice);

	 •	 Industrial	(from	low	tech	to	high	tech	in	case	of	South	Korea)	and	
societal	strategies	(self	confidence,	consensus,	and	entrepreneurship	
spirit) are closely related and integrated. 

 It is important to check whether the present Malaysian Innovation policy 
is aligned with some of these key principles, especially those related to 
the	creation	of	a	greater	sense	of	confidence	and	identity	in	creating	
and leveraging knowledge

iii How Malaysia can be more successful in future
 A General Principle: Making innovation centric to Malaysian society
 Malaysia has to establish a strong autonomous identity, where 

knowledge and innovation play a centric role. In concrete terms, this 
means also that the emotive and collective dimensions should be 
addressed:	 especially	 those	 related	 to	 the	 creation	 of	 the	 sense	 of	
community	and	self-confidence	as	well	as	to	how	to	take	real	advantage	
of its ethnic and societal variety and more generally the creation of a 
sense	of	urgency.	Successful	countries	of	the	size	of	Malaysia	are	those	
where such a sense is highly present.

iv. The new hypothesis for building Malaysia’s links (internally and 
externally)

 Mobilising the collective intelligence of Malaysian people needs a 
mobilizing	concept.	Since	the	knowledge	economy	is	basically	a	system	
based	on	multilayered	 links	–	visibles	and	 invisibles	 -	 it	 is	proposed	
here	 the	 amplification	 of	 the	Malaysian	 links	 as	 a	 central	 lever	 for	
policy-making towards the knowledge economy. 

 
 What are the foundations for the Malaysian Links? 
	 Malaysia	 has	a	 unique	position	and	 can	amplify	 its	message	 to	 the	

world	 based	 on	 such	 uniqueness.	 Its	 location	 in	 a	 fast	 growing	 and	
vibrant	 but	 competitive	 region	 (Asia)	 is	 of	 course	 a	 first	 argument,	
as is the diversity of communities in Malaysia. Such diversity is an 
intangible asset that should be better leveraged internationally. This 
is	also	aligned	with	the	three	strategic	objectives	selected	by	the	New	
Economic Model with 2020 perspective. 

 Malaysian Links are the new knowledge (physical, mental, digital) 
territories of Malaysia. 

 There is an open space for building such links, both externally and 
internally.

 Amplifying the Malaysian external link
 This can be explored by considering several action avenues. 

 1. Take advantage of benchlearning with new innovative approaches
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	 	 Benefiting	from	successful	approaches
	 	 •	 The	BNDES	courage	approach	for	investing	in	innovation	in	Brazil,	

especially	in	SMEs;	
	 	 •	 The	 Japanese	 approach	 toward	 IABM	 and	 especially	 for	

coaching	SMEs	to	be	innovative;
	 	 •	 The	European	approaches	to	intangibles	and	knowledge	assets	

at	meso	levels:	the	Living	labs	/future	centres	approaches;	
	 	 •	 The	European	&	Asian	approaches	towards	reporting	and	valuing	

intellectual capital of companies and public organisations
	 	 •	 The	French	approach	to	Intangible	assets	in	the	public	sector	and	

the	clustering	processes;
	 	 •	 The	 Finnish	 approach	 towards	 innovation,	 including	 its	 higher	

education	system;
	 	 •	 The	Austrian	approach	towards	knowledge	politics.

  Learning from hard lessons to implement approaches  
	 	 •	 The	 EU	 objective	 of	 being	 the	 most	 competitive	 knowledge	

economy	worldwide	by	2010	(the	3%	objective)

	 2.	 Build	on	the	human	invisible	intangibles:	The	Malaysian	Diaspora	
  Several countries have established recently a strategy for their 

Diasporas and Knowledge Networking (India, China, and more 
recently	Morocco,	for	instance).	These	are	valuable	links	for	flow	of	
knowledge, developing business and creating relational capital.

	 	 Malaysia	 should	 develop	 such	 a	 strategy	 for	 the	 350,000	
Malaysians abroad.

  Such a strategy does not imply necessarily bringing Malaysian 
brains and entrepreneurs in, but rather creating a mental space 
for	 leveraging	 their	 intellectual	 capital	and	making	 it	more	fluid	
towards Malaysia

	 3.	 Emphasize	the	external	links	for	World	Class	research	&	innovation	
capacities

	 	 Autonomous	World	class	research	&	development	capacities	are	
essential. And these should be of course linked internationally.

 4. Build on the Malaysian ethnical communities 
	 	 The	ethnic	diversity	 in	Malaysia	 is	a	unique	asset.	 It	 is	 important	

for	the	country	to	build	on	such	uniqueness,	for	building	external	
links,	especially	with	three	major	world	economies	and	players	with	
more	than	1b	inhabitants	each:	India,	China	and	the	Islamic	World.

	 5.	 Develop	a	message	to	the	World	–	Glocalizing	Malaysia
	 	 What	can	Malaysia	tell	to	the	world?	What	is	the	key	message	that	

will	build	Malaysia’s	reputation?	This	will	of	course	result	from	the	
selected	priorities	but	also	from	their	achievements.	Global	outlook	
and local opportunity space to be navigated by the leadership 
are:

	 	 •	 Malaysia	should	act	as	a	hub	for	regional	innovation	in	leveraging	
innovation capacities

	 	 •	 Malaysia	 has	 something	 to	 say	 on	 ethical	 conditions	 for	 using	
knowledge	(peace,	conversation	among	civilizations..)

 The Internal Thrust and Link to Vision 2020
 Amplifying the internal links is essential to a full entrance of Malaysia 

into the knowledge economy (and society). Several levers can be put 
forward	here:	

	 •	 The	amplification	of	the	inclusiveness	dimension	of	the	NEM;
	 •	 The	 regional	 diversity	 of	 levels	 of	 developments:	 Kuala	 Lumpur	

versus	other	regions	/	cities;	villages	and	local	territories;	
	 •	 The	leverage	of	the	local	/indigenous	knowledge;
	 •	 The	ethnic	variety	of	Malaysia	which	should	be	taken	advantage	

of;
	 •	 The	hidden	intangible	assets	in	many	various	sectors:	public	sector,	

societal	entrepreneurship,	among	others;
	 •	 And	more	generally,	how	to	build	a	strong	confidence	and	identity	

and leverage on the talent of people.
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v. The Next Steps
 Four	key	steps	are	recommended	for	consideration:	
 1. Adopt the Malaysian Links as a complementary policy tool for 

developing innovation capacities in the NEM.
 2. Disseminate it largely with stakeholders in the Malaysian innovation 

system	(government,	firms,	public	 institutions,	social	organizations,	
elected bodies, social medias).

	 3.	 Move	the	concept	into	practice,	especially	in	the	follow-up	of	the	
New Economic Plan.

	 4.	 Define	a	set	of	Key	Drivers	(and	their	related	metrics)	and	ensure	
their follow-up in the new development plan (this might be one of 
the tasks of the new Innovation Unit).
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Knowledge-Based Development Strategies
Lessons from the Global Experience

Jean-Eric Aubert 1

Former	Lead	Specialist,	World	Bank	and	OECD

Finding Inspiration in Success Stories
In	 order	 to	 understand	 what	 is	 required	 for	 an	 efficient	 development	
process based on a knowledge economy approach, it is useful to look at 
success stories of economic development experienced at country or at city 
level in recent decades. A partial list includes Finland, Denmark, Sweden, 
Estonia, Ireland, Chile, Singapore, South Korea, Tunisia, and the United 
Arab Emirates. At the sub-national level, one may think about Monterrey 
in Mexico, Bangalore in India, Shanghai in China in addition to well known 
sites in developed countries such as the Silicon Valley in US, or Cambridge 
in UK.

Looking at those examples2 , and seeking features that they have in 
common, we may be able to draw lessons of general application.

Three	aspects	deserve	particular	attention:
•	 They	 have	 adopted	 a	 holistic	 approach	 working	 on	 the	 four	

fundamental	 pillars	 of	 a	 knowledge	 economy:	 a	 good	 education	
system,	an	efficient	ICT	infrastructure,	a	dynamic	innovation	ecology,	
and	vivid	business	environment;

•	 They	 have	 adopted	 key	 attitudes	 with	 ambitious	 goals,	 collective	
mobilization	efforts,	and	speed	in	policy	implementation;

•	 They	 have	 pursued	 fine	 tuned	 strategies	 both	 from	 industrial	 and	
societal	viewpoints,	creating	a	climate	of	trust	and	self	confidence,	in	
exploiting their assets.

	 Let’s	detail	those	three	points.

A Comprehensive Approach 
Governments	 have	 acted	 in	 a	 coordinated	 way	 on	 the	 foundations	
of	 a	 knowledge	 economy,	 as	 defined	 by	 the	World	 Bank	 Institute	 -	 a	
framework	which	has	become	a	largely	used	standard	for	analyzing	and	
benchmarking the KE dimensions of countries3.

On the education front, they have actively ensured that the whole 
population	be	fully	literate,	in	developing	creativity	and	autonomy;	they	
have built solid secondary and vocational school systems, providing a good 
technical	culture	to	a	large	segment	of	the	population,	called	“knowledge	
workers4”		,	forming	the	core	labor	force	of	a	knowledge	economy;	they	
have also established a few world class universities to link to top academic 
and research institutions worldwide, in order to attract, keep and nurture 
world	class	scientific	talents.

On the ICT front, they have built a world-class infrastructure, freely 
accessible to the whole population, and they have developed massively 
many types of e-applications, with e-government (for simplifying 
procedures	 for	 citizens,	firms,	 tax	payers,	etc),	 e-learning	 (for	 speeding	
up training processes in schools, university, etc), e-business (for facilitating 
online banking, marketing, etc).

For the innovation ecology, they have provided space and support for a 
broad range of innovations, not only those deriving from R&D, but those 
based on new designs, new services, new business models, new logistics 
approach, etc. In addition they have also drawn largely, but selectively, on 
the global sources of knowledge and technology, through wise FDI policies, 
or involvement of the diaspora. 

3See	«	Building	Knowledge	Economy:	Advanced	Strategies	for	Development	»,	World	Bank,	2007
4As	defined	by	Peter	Drucker,	and	of	which	 the	key	skills	are	 the	ability	 to	manipulate	symbols,	being	
in	 offices	 in	 factories,	 hospitals,	 farms,	 etc.,	 working	with	 computerized	 and	 automated	machines	 that	
precisely produce symbols to be continuously understood, interpreted, and so on.

1	Formerly	Lead	Specialist	at	the	World	Bank	Institute,	in	charge	of	knowledge	economy	studies
2	The	fact	 that	some	of	 those	countries,	such	as	 Ireland,	have	come	through	serious	difficulties	 in	recent	
years, due to speculative drifts, does not reduce the relevance of the strategies they had pursued in the 
past and that have put them on the front league of nations in term of economic development.
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Finally	 they	 have	 built	 a	 high	 quality	 business	 environment,	 with	 strong	
competition and antitrust laws, IPR arrangements, anti-corruption 
mechanisms, low bureaucracy, etc, and powerful enforcement mechanisms 
(without which laws and rules are ineffective). At the same time they have 
maintained a very open trade regime, reducing tariff and non-tariff 
barriers in order to facilitate imports and exports of goods and services.

Countries not fully successful on KE have tended to focus on only one or 
two	 pillars,	 notably	 ICT,	 seen	 wrongly	 as	 the	 unique	 foundation	 of	 the	
knowledge society, confused with the information society.  

The	 WBI	 database,	 known	 as	 KAM	 for	 Knowledge	 Assessment	
Methodology, provides benchmarking tools covering some 120 countries 
and	 80	 variables	 related	 to	 the	 four	 pillars.	 Basic	 scorecards	 allowing	
comparisons	 of	 countries’	 performances	 for	 a	 defined	 set	 of	 twelve	
variables are available5 . 

Key Attitudes
Another	set	of	key	features	exemplified	by	successful	countries	relate	to	
basic attitudes and behavioral patterns in the implementation of their KE-
based strategies. 

Firstly it should be noted that all countries have a strong sense of identity 
–	note	that	they	appear	often	as	islands	in	a	geographic	or	cultural	sense,	
and on the top of that they they experienced strong pressure, due to 
specific	 circumstances.	 Finland	 in	 the	early	nineties	experienced	a	deep	
recession	as	the	consequence	of	the	crumbling	of	the	USSR,	with	which	it	
had large trade exchanges, and thus decided to embark on a vigorous KE 
strategy, investing massively in R&D and education despite the crisis.  South 
Korea,	impacted	strongly	by	the	Asian	financial	crisis	in	1997-98,	decided	
also to change fundamentally its growth regime towards a KE philosophy. 

	5See	http://www.worldbank.org/kam

6The Council for Science and Technology Policy, which in fact has a much broader scope of responsibilities 
than indicated in its name, acted as key focal point because the Finnish strategy was initially inspired by 
boosting the innovation system.

In doing so, all countries had ambitious visions, they wanted to be not only 
top-ranked in KE-related investment such as R&D or education, but also to 
reach the top league in international benchmarking exercises such as those 
of	the	World	Economic	Forum,	measuring	global	competitiveness.	Ambition	
means	also	a	long-term	vision,	gradually	renewed	and	expanded	once	first	
goals	are	achieved.	Thus	Dubai	has	regularly	renewed	its	vision:	starting	
as	a	pearl	port	and	knowing	that	the	oil	manna	would	dry	out	quickly	in	a	
decade	or	so,	it	first	developed	a	major	maritime	and	logistic	hub	for	the	
region, then invested to become a world tourist spot, then it built a media 
city,	and	finally	planned	to	become	a	world	financial	centre.

Key for achieving such ambitions was a massive and coordinated 
mobilization	of	 the	government	departments.	 In	Finland	that	was	 led	by	
a very powerful body meeting every month, with full executive power, 
under the leadership of the Prime Minister and involving all key ministers, 
including	finance,	as	well	as	representatives	of	the	business	circles	and	the	
trade unions6. In Korea, the Ministry of Budget and Finance orchestrated 
the	mobilization,	with	regular	monitoring	of	plans	and	spending.	Similar	
arrangements have been put in place in a number of countries, which 
have been inspired by such experiences, for instance in Tunisia, with the 
leadership of the Ministry of Economic Development. 

Speed	was	 also	 essential:	 in	 countries	 quoted	above,	most	 key	 reforms	
were decided and implemented in a few years. This has not prevented 
large	consultations.	On	the	contrary,	there	has	been	significant	time	given	
to consultations and awareness-raising, and that was, in fact, key for a 
quick	 implementation,	 when	 plans	 were	 decided.	Quick	 implementation	
helped	 precisely	 to	 build	 trust	 and	 confidence	 among	 the	 population,	
seeing concrete achievements and being convinced that the government 
was serious in its plans.
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Strategic dimensions
Building	a	knowledge-based	economy	requires	some	subtle	approaches,	
in facing clearly the industrial and societal realities of the countries, taking 
advantages	of	identified	strengths	and	avoiding	pitfalls.

Regarding	 the	 industrial	 strategy,	 the	 first	 step	was	 to	 build	 on	 natural	
advantages, including resources. This is what Finland did. Before 
establishing itself as a world leader in IT, it made the best use of its forest 
base in nurturing with innovations all related industries (furniture, pulp and 
paper,	 etc);	 Chile	 boosted	 its	 economy	 in	 developing	 salmon	 and	wine	
industries	taking	advantage	of	the	climate;	Ireland	took	off	in	attracting	
the world electronic industry with strong tax incentives to serve European 
markets.	Then	once	the	first	industrial	basis	was	secured,	it	was	time	to	climb	
gradually the technological ladder in sophisticating the productions and 
raising	gradually	 the	 level	of	skills	and	qualifications	of	 the	population.	
Korea	illustrates	well	the	point:	it	began	in	the	sixties	with	basic	consumer	
goods such as bicycles and raw textiles, and then invested in shipbuilding 
and cars, and then moved to electronics, reaching after a few years the 
top world level in IT memory and storage devices, etc.   

The societal dimension needs also to be taken in consideration. Countries 
need	 to	 understand	 clearly	 what	 are	 their	 specific	 cultural	 features,	
i.e. social interactions, that are important in their own context, in order 
to	speed	up	the	consultation	process,	 to	arrive	to	efficient	decisions	and	
implementable	actions.	Each	country	has	its	own	cultural	specificities	and	
should exploit its strengths and reduce its weaknesses. Not doing the 
latter can lead to delaying reforms, breaking change paths, etc. there 
is	 generally	 a	 middle	 way	 to	 be	 found:	 excessive	 consultations	 dilute	
the change process, too individualistic or authoritarian moves generate 
contestations,	and	 limits	 collective	mobilization.	Successful	 countries	have	
known how to avoid those two kinds of pitfalls.

The	creation	of	a	climate	of	self-confidence	and	 trust	 results	often	from	
a good combination of top/down and bottom/up initiatives, leading 
gradually	 to	major	 reforms,	 after	 creating	 a	 critical	 mass	 of	 successful	
initiatives.  Such an approach is recommended in reform-resistant climates 
that	characterize	often	developing	countries.	

Challenges to KE Based-Development Strategies
Success in KE strategies is never fully and durably ensured. Among the 
most common problems experienced by countries having embarked on 
such	strategies,	the	following	can	be	pointed:
•	 excess	of	self	confidence	leads	to	lack	of	rigour	in	financial	and	other	

controls,	over	speculative	investments	(notably	in	real	estate);	then	the	
economy falls in a deep recession , with cumulative problems such as 
huge debts, high borrowings, etc. This has happened to Ireland, and 
Dubai, notably.

•	 Insufficient	 industrial	 diversification,	 which	 does	 not	 open	 enough	
opportunities.  This has been experienced by Chile, which should have 
opened	 new	 sectors	 (e.g.	 in	 media,	 tourism,	 finance	 for	 instance),	
beyond initial successes in food-related industries.

•	 Growing	tensions	in	the	society,	as	the	result	of	increasing	inequalities,	
e .g. between rich and poor, dynamic and laggard regions, highly 
qualified	 and	 low	 qualified	 people,	 etc	 these	 trends	 are	 in	 fact	
inherent to KE-based development which tends to increase gaps in 
societies.	Korea	is	currently	experiencing	such	difficulties.	

•	 Difficulties	 to	 overcome	 cultural	 features	 that	 have	 been	 an	 asset	
in the past, but which have become a burden. Typically this is the 
case of Asian countries which have been able to build a very solid 
industrial base, competitive in mass high tech productions, thanks 
to a disciplined, skilled population led by an authoritarian régime, 
but which today are facing tough challenges, in need of truly new 
entrepreneurs,	capable	of	exploring	new,	unchartered	fields	(such	as	
biotechnology, nanotechnology), with strong international networks. 

New Global Challenges
The building of KE-based economies is necessarily impacted by the new 
global challenges faced throughout the world, and governments should 
adapt to those. 

New	approaches	are	needed	for:
•	 Coping	with	the	global	recession,	of	which	the	ways	of	recovery	are	

still	uncertain,	new	financial	catastrophes	cannot	be	excluded;
•	 Strong	budget	deficits	 of	governments	and	 nations,	 induced	by	 the	

fights	 against	 the	 financial	 crisis,	 and	 requiring	 frugality,	 creativity	
and	mobilization	of	new	actors
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Risk	of	protectionism	and	breaking	of	world	trade	trends;
•	 And,	 last	 but	 not	 least,	 the	 environmental	 non-sustainability	 of	 the	

world growth regime, while newcomers (BRICS and others) have full 
legitimacy to develop along the production and consumption pattern 
of the now developed nations.

New Avenues for Development Strategies
In face of such challenges and inherent inertia trends within societies, a new 
generation of strategies is emerging. They are more focused on innovation 
in a broader sense than on the notion of knowledge economy as such. 

The key idea is to act at different levels in the economies and societies to 
open innovation spaces7:
•	 At	 national	 level,	 to	 review	 critically	all	 government	policies,	which	

tend	 to	 look	 more	 and	more	 the	 same,	 lacking	 efficiency,	 and	 not	
taking	enough	in	account	country	specificities	

•	 At	the	“meso”	level,	to	multiply	exploratory	initiatives,	through	social	
experiments, living laboratories, future centers, etc

•	 At	the	individual	level,	to	expose	massively	managers,	students,	youth	
to selected challenges, in order to provoke emotional moves, open the 
minds, and stimulate engagements

•	 At	the	global	level	to	develop	global	innovation	programs	to	tackle	
global	 issues	 such	as	 environment,	 urbanization,	 education,	 security,	
etc.

	A	tall	order,	for	sure,	but	quite	an	exciting	programme!

7Summary	of	 the	 IC6	conference,	coorganized	by	 the	World	Bank	 Institute	and	 the	European	Chair	on	
Intellectual Capital Management, University Paris-Sud (www.chaironintellectualcapital.u-psud.fr), June 1 
and	2,	2010.	See	also	Innovation	Policy,	The	World	Bank,	2010
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Some Feedback and Comments for the Future of 
Malaysia

Leif Edvinsson
The	World´s	First	Professor	of	Intellectual	Capital	&	President	of	the	New	
Club of Paris

1.0 Intellectual Capital (IC) position of Malaysia 2010
For several decades, Malaysia has been working hard to develop its 
productive and economic dcapabilities. This is visible in the pioneering 
establishment of MSC as well as growth of tangible infrastructure in 
Putrajaya	and	Cyberjaya.	 It	 is	also	evident	 in	 the	country’s	educational	
investments.

Below are some recently aggregated data (June 2010) on the perspectives 
of Intellectual Capital for Malaysia. This was aggregated and ranked at 
the School of Economics, Lund University, Sweden, under my supervision,  
by the Master students Sarah Lidé, from Singapore  and Cheong Soo 
Kai from Malaysia. It gives an overall perspective of the situation from 
which to compare with the recently launched 10th Malaysia Plan (10MP). 
According to research from Dr Carol Lin, TICR (Taiwan Intellectual Capital 
Research Center), Malaysia is ranked on its Intellectual Capital (IC) position 
as	number	25	among	the	top	leading	40	countries	in	the	world	during	the	
last 14 years. More data will be available in forthcoming book by Lin & 
Edvinsson, published by Springer USA, November 2010. In the comparison 
by Lidé & Soo Kai (2010) of Malaysia versus Finland and Singapore, the 
following maps below can be seen.

Source:	Sarah	Lidé	and	Cheong	Soo	Kai	,	June	2010

This	 overall	 picture	 for	 Malaysia	 can	 then	 be	 refined	 into	 the	 IC	
performance	 of	 (besides	 the	 Financial	 Capital(FC))the	 IC	 components:		
Human Capital(HC), Relational Capital(RC), Process Capital(PC) and 
Market Capital(MC), as shown below.

!"#$%&'(&)#*#+,-.#/%0,&%1#23,41.###

• Somewhat Upward trending 

• Stagnant in recent years 
• Growing IC Liability 

Source: Sarah Lidé and Cheong Soo Kai , June 2010  



10
Bridging	the	Knowledge	Divide:
Building the Malaysian Link

	Source:	Sarah	Lidé	and	Cheong	Soo	Kai	,	June	2010	

The following are more detailed IC pictures that emerge in the research 
from	Lidé	&	Cheong	Soo:

Source:	Sarah	Lidé	and	Cheong	Soo	Kai	,	June	2010

Overview of Malaysia IC (1995‐2008) 

• Variations in IC elements 

• Great improvements in HC competitiveness 

• MC downward trending  

• Lags in RC 
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Source:	Sarah	Lidé	and	Cheong	Soo	Kai	,	June	2010	 Source:	Sarah	Lidé	and	Cheong	Soo	Kai	,	June	2010	
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Source:	Sarah	Lidé	and	Cheong	Soo	Kai	,	June	2010	

2.0 Some Comments on the 10MP and Intellectual Capital Outlook
 A	major	shift	in	the	10MP	for	Malaysia	seems	to	be	the	increased	

focus towards Intangibles or Intellectual Capital. It has also been 
referred to as a kind of New Economic Model for increased 
productivity and income. It also continues to articulate the role for 
infrastructure,	among	others	ICT	together	with	the	MSC	–	Multi	Media	
Super Corridor of Malaysia. 

	 Each	 of	 the	 10	 major	 big	 themes/ideas	 below	 has	 also	 major	
challenges	related	to	the	Intellectual	Capital	performance:	

	 •	 Internally	driven/externally	aware
	 •	 Leveraging	on	diversity
	 •	 High	Income	through	Specialization
	 •	 Productivity	led	growth	through	Innovation
	 •	 Growing	the	Talent
	 •	 Equal	opportunity
	 •	 Concentrated	inclusive	development
	 •	 Smart	partnership
	 •	 Valuing	the	environment
	 •	 Transforming	government
 
 For the Intellectual Capital growth of Malaysia all of them are 

important. But the most leveraging of its IC might be achieved by a 
deeper insight and a more clear focus on the importance of giving 
its	talent	base/citizens	a	multiplier	function	by	developing	platforms	
by various initiatives, of which many are included in 10MP. This can 
furthermore be articulated into a special Knowledge Potential Policy. 

3.0 Critical aspects for the future of Malaysia’s Intellectual Capital
 The most challenging dimensions for any future plan process are 

going beyond the analysis. The core might be in the acceptance, 
action/ implementation and accelerated speed, especially as 
unknown	factors	might	emerge	quicker	than	planned.	Such	ignorance	
has	 to	 be	 identified	 early	 and	 addressed.	 Sometimes	 this	 is	 also	
referred	to	as	Rapid	Prototyping.	This	is	a	kind	of	systematized	risk	
handling, which is best supported by having a special Lab or Future 
Center to experiment in. 
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 Therefore	one	option	 for	next	 step	of	10MP	 is	 to	be	 refined	and	
challenged by a number of nontraditional knowledge providers, 
for prototyping policies, by knowledgeable resources with different 
knowledge	perspectives.	Those	categories	for	input	might	be:

	 •	 Round	Table	experts	from	e.g.	New	Club	of	Paris,	specialising	on	
the Knowledge Economy agenda for Nations

	 •	 Malaysian	stakeholders	living	abroad
	 •	 Generation	Y	or	the	Twitter	generation
	 •	 Silver	Age	generation

 Those might be invited for Round Table dialogues with the 10MP team 
or	 the	 new	 Innovation	Unit	 of	Malaysia	 for	addressing	 the	 “white	
spots”	 (un-known	factors)	both	from	an	opportunity	perspective	as	
well as a threat/risk perspective. 

4.0 Already available proven tools to source for Malaysia
 As many nations are in a similar state as Malaysia in aspiring 

towards becoming the Knowledge Economy, there are already 
prototyped and tested approaches. Some of those might be possible 
for	Malaysia	to	look	further	into	and	after	refinement	apply	for	the	
implementation of 10MP.

	 Some	examples	of	those	Knowledge	Economy	IC	approaches	are:
	 •	 Committee	for	the	Future,	in	the	Parliament	of	Finland,	in	successful	

operation for 10 years
	 •	 Mind	 Lab	 in	Denmark,	a	 Future	Center,	 run	by	 the	Ministry	 of	

Economics, Ministry of Taxation and Ministry of Labor for the  
Policy innovations

	 •	 Future	Centers	for	the	Dutch	government	and	its	Ministries,	among	
others	LEF	–	The	Ministry	for	Transportation

	 •	 Aalto	 Innovation	 University	 with	 multidisciplinary	 programs	
between Art, Economy and Technology

	 •	 ACSI	 –	 Aalto	 Innovation	 University	 learning	 camp	 for	 Societal	
Innovation in Finland, successfully prototyped in July 2010 in 
Helsinki

	 •	 Intellectual	 Capital	mapping	 and	 report	 of	 the	Nation,	 as	 for	
example in Austria, Sweden, Poland and now being planned for 
EU - European Union 2011.  

5.0 Knowledge in Action Policy for Malaysia 
 Globalizing IC -  7 steps
 For Malaysia a special Knowledge in Action Policy might result in 

some	rapid	prototyping	in	7	steps,	for	example:

 1. Malaysia Committee for the Future based on learning from 
Finland

 2. Malaysia Future Center for Societal Innovation and Societal 
Leadership Training

	 3.	 MSC	3.0	for	the	virtual	empowerment	of	Social	Entrepreneurship	
by Social Media

 4. Malaysia Social Intelligence task force for Societal Innovation 
development with the new Innovation Unit

	 5.	 Malaysia	 Intellectual	 Capital	 programme	 development	 unit	 at	
PM	 office	 in	 collaboration	 with	 ISIS	 (Institute	 of	 Strategic	 and	
International Studies) Malaysia

	 6.	 Visualizing	knowledge	heritage	and	learning	opportunities	from	
the	1001	inventions	Exhibition	that	changed	the	World		and	the	
Muslim heritage of innovation

	 7.	 QPP	 -	 Quality	 and	 Preciousness	 Program	 for	 the	 service	
management  design in Malaysia based on USA and European 
Quality	Systems	Award	as	well	as	European	Commission	work	on	
Service Innovation Design

Some Sources for further review
•	 Lin	C.	and	Edvinsson	L.,	National	Intellectual	Capital	–	A	comparison	

of 40 countries, Springer, USA, November 2010
•	 Soo	 Kai	 Cheong	 and	 Sarah	 Lidé,	 National	 Intellectual	 Capital	 –	

evolving landscape, Master thesis, School of Economics, Lund University, 
Sweden, June 2010 

•	 http://web.eduskunta.fi/Resource.phx/parliament/committees/
future.htx

•	 http://acsi.aalto.fi/binary/file/-/id/4/fid/76/www.mind-lab.dk
•	 http://www.rijkswaterstaat.nl/over_ons/lef_future_center/

www.1001inventions.com
•	 http://ec.europa.eu/information_society	for	Service	Innovation	Year	

book	2009-2010
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Malaysia towards a Knowledge and Innovation 
Society – Putting Fundamentals in Place

Prof. Pirjo Ståhle
University of Turku, Finland

The	 objective	 of	 this	 paper	 is	 to	 bring	 up	 issues	 that	 are	 essential	 for	
Malaysia on its path towards becoming a knowledge society. The 
recommendations are based on the current development in Malaysia in 
the	 light	 of	 the	 indicators	 that	 have	 the	 strongest	 impact	 on	GNP.	 	 	 A	
county’s	success	is	always	based	both	on	strategic	and	general	drivers	that	
in a long run support each other. The content and meaning of these are 
discussed in the paper. 

As	an	 introduction	 in	 the	paper	 there	 is	a	 short	 chapter	about	Finland’s	
transformation to a knowledge society. The purpose is to encourage 
Malaysians	 to	believe	 that	quick	and	successful	development	 is	possible	
when the national efforts and investments are made in an optimal manner. 

1.  Lessons learned in Finland - transition from poverty to an 
innovation leader

	 As	late	as	in	1940-50’s	Finland	was	one	of	the	poorest	countries	in	
Europe. Today it is the most advanced knowledge economy in Europe. 
However,	 the	 development	 has	 not	 been	 even.	 In	 the	 early	 1990s	
Finland	 experienced	 extremely	 strong	 depression.	GNP	 decreased	
by	13%	and	unemployment	rose	by	15.4%	in	three	years	(in	a	short	
time the economic growth of ten years had been lost). The economic 
structure of Finland was destroyed by both internal and external 
reasons, national politics and the collapse of the Soviet Union. The 
recession was deepest any European country has experienced after 
the	Second	World	War.	However,	from	the	end	of	1990	until	 these	
days Finland has been scored either as the most competitive country 
or	as	one	of	the	top	countries	in	the	world	(e.g.	by	WEF;	IMD,	OECD,	
EU).		Newsweek,	a	famous	American	Journal,	has	just	declared	Finland	
as the best country in the world to live in (Aug 2010).

	 How	did	Finland	make	these	achievements?	After	the	recession	Finland	
restructured its industries within a decade by making electronics and 
ICT the biggest contributors to the economy. As a strategic driver 
Nokia	 helped	 the	 national	 development.	 The	 firm	 redefined	 itself	
from a multi production to a cell phone company, and it was able to 
do	the	change	successfully.	However,	Nokia’s	success	was	very	much	
dependent	on	the	national	strengths	in	Finland:	without	the	high	level	
of basic and technological education the success could hardly has 
taken place. 

	 While	Nokia	has	been	the	most	important	strategic	driver	in	Finland’s	
path to an innovation economy, education has been valued as the most 
important	pillar	 in	the	country’s	success.	This	 is	understandable	since	
innovation is always based on knowledge, and knowledge is based 
on the education system. From the educational perspective there are 
many	features	included,	e.g.:

	 •	 Finland’s	 education	 system	 provides	 equal	 options	 and	 free	
education to all, using an average level of inputs to produce 
high-level outcomes and impacts. The change of the school system 
was	implemented	on	1970’s.

	 •	 Pedagogies	in	Finland	moved	from	teaching	to	learning,	began	
to focus on the child, focused on thinking skills as well as problem 
and action based learning. The pedagogical renewal started 
from	1980’s.

 
 Along the time there has also been a wide consensus within politicians 

and	citizens	about	the	national	goal:	since	1990’s	Finland	focused	on	
becoming a high-level information society. A little later the country 
began a goal oriented work for building up a national innovation 
system, which is based on tight cooperation between universities, 
enterprises and regional actors. Investment in R&D was regarded as 
an investment in the future, and it was increased even in the middle 
of	the	recession.	Currently	4%	of	GDP	is	invested	in	R&D	(the	highest	
level in the world with Sweden and Israel). 
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	 What	also	have	been	 identified	as	an	 important	basis	for	Finland’s	
success are the deep roots of democracy both as a basis of the 
societal	system	and	citizens	values.	

 Malaysia is a very different country and at a different phase 
of development than Finland. However, a demanding challenge 
for	 renewal	 is	 the	 same	 than	 Finland	 had	 –	 and	 therefore	 also	
understanding	the	dynamics	of	the	influencing	elements	is	important.	In	
the next chapters the antecedents of national renewal and economic 
drivers will be dealt with in more detail, to give tools for designing the 
path towards knowledge and innovation economy.

2.  Understanding the dynamics of economic drivers
 National economic competitiveness generally depends on two 

different	types	of	economic	drivers:	
	 •	 General	 drivers	 with	 socioeconomic	 dependencies,	 e.g.	 basic	

education, literacy or ICT. 
	 •	 Strategic	 drivers	 with	 geopolitical	 dependencies,	 e.g.	 natural	

resources	like	oil	or	utilization	of	specific	resources	as	in	the	case	
of tourism.

	 General	drivers	are	dynamically	affected	mainly	by	 socioeconomic	
parameters. This means that the drivers are tightly connected with 
the general developmental stage of the country as well as culturally 
developed	and	enforced	by	the	society:

	 •	 They	 boost	 the	 GNP	 growth	 and	 enforce	 the	 quality	 of	 life	
with sustainability and in the long run, e.g. investments in the 
educational	system	affect	economic	growth	with	a	time	lag	of	5	
up to 20 years. 

	 •	 They	 are	 identified	 through	 general	 indicators	 that	 have	 a	
strong	positive	correlation	to	both	the	present	GNP	as	well	as	its	
growth trend. For instance the level of democracy and openness 
of society correlates positively with economy performance 
throughout nations.

	 •	 They	vary	on	different	developmental	stages	of	economies,	e.g.	
for developing countries basic education is a key driver whereas 
investments in R&D is a key driver for developed countries.

 Strategic drivers are dynamically affected by geopolitical parameters, 
i.e. the drivers are directly connected to natural resources (including 
workforce) as well as geographic and political realities. They are also 
contextually	developed,	adapted	and	altered	mainly	on	financial	and	
political grounds. Strategic drivers can also be based on knowledge 
based products or brands that are globally competitive.

	 •	 They	 may	 boost	 GNP	 growth	 rapidly	 when	 recognized	 and	
utilized	at	the	right	time,	e.g.	in	Norway	when	the	oil	resources	
were discovered. 

	 •	 They	 are	 identified	 through	 indicators	 that	 measure	 specific	
strategic resources of a country in the global context.

	 •	 They	 vary	 depending	 on	 the	 development	 of	 the	 global	 and	
regional economy, e.g. cheap labor as a strategic driver for 
China turning the country into a factory for the whole world.

 In the analytical framework presented in this paper, the countries 
are	divided	into	three	groups	dependent	on	their	economic	level:	1)	
developed	or	innovation	driven	economies,	2)	transitional	or	efficiency	
driven	economies,	and	3)	developing	or	factor	driven	economies.	The	
general and strategic key economical drivers for each group have 
been	 identified	based	on	 the	 statistical	analyses	 in	earlier	 studies8.  
These	drivers	are	most	tightly	connected	to	the	GNP	growth	rate	and	
boost best positive economic development. Different elements act 
as	 key	 drivers	 for	 a	 country’s	 development	 depending	 on	 its	 level	
and phase of the economy. For instance investments in information 
technology	 boost	 GNP	 growth	 in	 transitional	 /	 efficiency	 driven	
economies, but in the highly developed countries it only acts as a pillar 
of the economy instead of being a driver.

 The general drivers of the economy are usually linked to one another 
in such a manner that one driver presupposes another. For instance 
effective	usage	of	ICT	as	an	economic	driver	presupposes	a	sufficient	
e-literacy and R&D, as well as a rather advanced educational system 

8	See	more	of	the	methodology	in	Ståhle,	P.	&	Ståhle,	S.	(2006).	Intellectual	Capital	and	National	
Competitiveness:	Conceptual	and	Methodological	Challenges.	In	A.	Bounfour	(Ed.)	Capital	Immatériel,	
Connessaince	et	Performance.	L’Harmattan:	Paris.	ISBN	2-296-01128-4.	pp.	415	-429
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and	 developed	 global	 co-operation.	 Likewise	 utilization	 of	 highly	
advanced energy sources (solar and nuclear) presupposes a well-
developed infrastructure (e.g. energy distribution network) whereas 
low-level energy sources, such as coal and wood, are feasible energy 
sources when the infrastructure is poorly developed.

	 General	drivers	tend	to	saturate	and	turn	into	pillars	as	the	economy	
develops. This means that as time goes by (in case of positive 
economical development) drivers loose their ability to further boost 
economic growth, but they are still needed as basic components for 
other drivers to function effectively. Thus in countries where primary 
and	 secondary	 enrollment	 ratios	 are	 close	 to	 100%	 no	 further	
growth can be sought by increasing the enrollments. Yet the high level 
educational system acts as a pillar for the whole economy.

 
 The following example shows as an example how one indicator 

“Computer	usage”	as	an	economic	driver	varies	on	different	levels	of	
the economy.

 The example shows that increased computer usage affects positively 
GNP	growth	in	cases	C	and	D,	which	means	that	 in	transitional	and	
developing countries investments in computer usage directly affect 
GNP	 growth.	 In	 developed	 countries	 the	 driver	 is	 saturated,	 which	
means that further investments in computer usage have no more direct 
influence	on	economic	growth,	but	the	present	level	of	computer	usage	
is needed to up hold and enforce growth, as in cases A and B.

 In a parallel way also strategic drivers of the economy can loose their 
role as drivers, because they are always contextual and situational. 
When	 the	 situation	 changes	 the	 driver	 loses	 its	 ability	 to	 power	
economic	 growth,	 and	 the	 significance	 of	 the	 driver	 vanishes.	 For	
example:	in	developed	economies	coal	as	a	primary	energy	source	
has lost its importance due to rivaling oil, changing environmental 
factors and changing attitudes in the society. Likewise oil as a primary 
energy source is declining in developed economies, but still rising 
in	developing	economies.	Or	 in	Malaysia:	 low	cost	workforce	as	an	
economic driver is being lost since China and India has strengthened 
their position as attractors for foreign investments.

3.  Key drivers on different levels of economy
	 The	 key	drivers	 for	different	 levels	 of	 economies	 can	be	 identified	

by correlation analyses. This analysis is based on the data of IMD 
competitiveness	 report	 (2005)	 with	 data	 covering	 2000	 –	 2005	
for	51	countries	and	331	indicators.	In	the	analysis9  the relation of 
the	indicator	to	GNP	annual	growth	was	defined	using	four	kinds	of	
effects	on	a	nation’s	GNP	growth:

	 •	 Sustaining	effect:	the	present	level	of	the	indicator	correlate	to	
the	present	level	of	GNP	annual	growth.	

	 •	 Boosting	effect:	the	present	level	of	the	indicator	correlate	to	the	
trend	of	GNP	annual	growth.	

	 •	 Linear	 growth	 potential:	 the	 growth	 trend	 of	 the	 indicator	
correlates	to	the	present	level	of	GNP	annual	growth.

	 •	 Exponential	growth	potential:	 the	growth	trend	of	the	indicator	
correlates	to	the	trend	of	GNP	annual	growth.

 

A  B  C  D 

Source:	Sarah	Lidé	and	Cheong	Soo	Kai	,	June	2010	



17Bridging	the	Knowledge	Divide:
Building the Malaysian Link

	 In	Table	1	 the	 indicators	have	been	categorized	 into	 the	four	focal	
frames, Societal framework, Business environment, Knowledge 
creation, and Infrastructure, to show the emphases of the source of 
economical development on each level. For example, as the table 
shows, in developing countries the development of basic democracy 
boosts economy, but in developed countries the core driver in the same 
frame is connectedness of a country.

Key Drivers 
and Pillars Economy

Level
Focal frame

1
Developing

2
Transitional

3
Developed

Societal 
framework

Basic 
Democracy

Basic Democracy
Transparency

Basic Democracy
Transparency
Connectedness

Business 
environment

Regulatory 
Basis

Regulatory basis
Entrepreneurship

Regulatory basis
Entrepreneurship
Openness

Knowledge 
creation

Basic education Basic education
Knowledge 
transfer

Basic education
Knowledge 
transfer
Innovation

Infrastructure Basic 
infrastructure

Basic 
infrastructure ICT 
and logistics

Basic 
infrastructure
ICT and logistics
High-tech / Infra

Direction for 
development

Table1:	Key	drivers	of	economy	by	focal	frame	and	developmental	stage	of	country

9See	more	of	the	methodology	in	Ståhle,	P.	&	Ståhle,	S.	(2006).	Intellectual	Capital	and	National	
Competitiveness:	Conceptual	and	Methodological	Challenges.	In	A.Bounfour	(Ed.)	Capital	Immatériel,	
Connessaince	et	Performance.	L’Harmattan:	Paris.	ISBN	2-296-01128-4.	pp.	415	-429.

	 Malaysia	 belongs	 to	 the	 group	 of	 (efficiency	 driven)	 Transitional	
Countries, which means that the pillars of economic growth are basic 
democracy, basic education, regulatory bases of business environment 
and basic infrastructure. The economic drivers in Malaysia are 
transparency of the society, knowledge transfer, entrepreneurship as 
well as ICT and logistics.

 
 In the following table (2) the categories of drivers are further 

specified	by	examples	of	 individual	 indicators	by	which	 the	drivers	
are	identified	and	evaluated.

 
Main indicators for economic drivers

Focal frame Key driver Indicators

Societal 
framework

Basic Democracy Social engagement, voting activity, 
gender	equality	etc.

Transparency Freedom of press, openness of 
government etc.

Connectedness Tourism, intensity of telecommunication 
etc.

Business 
environment

Regulatory basis Level of bureaucracy, labor market 
stability, corruption etc.

Entrepreneurship VC availability, SM business intensity 
etc.

Openness Trade regulations, Taxation, FDI etc.

Knowledge 
creation

Basic education Enrolment ratios and High school 
attainment etc.

Knowledge
transfer

Collaboration and networking, 
e-literacy etc

Innovation Patents granted, R&D spenditure etc.

Infrastructure Basic 
infrastructure

Health care, road density, energy 
distribution network etc

ICT and logistics ICT intensity, transportation intensity, 
energy consumption etc.

High-tech / Infra Energy consumption trend, introduction 
of new technologies etc.

 Table	2:	Examples	of	indicators	by	focal	frame	and	developmental	stage
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 Both tables (1 and 2) pinpoint general economical drivers on different 
phases of economies. 

 It is important to keep in mind that the drivers (as well as the 
developmental phases) are reliant on each other, i.e. the lower level is 
always needed for the next level to function. For example Innovation 
as a key driver cannot be an effective and sustainable economical 
driver without effective knowledge transfer and a good education 
system ready at hand (1 and 2 level drivers of knowledge creation). 
Likewise effective connectedness, openness and high-tech/infra 
enforce and boost effective innovativeness.

 
	 General	drivers	refer	to	the	basic	function	and	level	of	 the	society.	

Thus	 the	 identification	 of	 the	 key	 drivers	 of	 each	 economical	 level	
helps a country to focus and prioritise its investments so that they 
benefit	the	economic	growth	in	the	most	effective	way.	

 Each country has also strategic drivers that can boost the economy 
rapidly. Such strategic drivers are for example oil and other 
natural resources as well as cultural or geographical circumstances, 
for example tourism or low labour costs. However, in the long run 
countries’	 economic	 development	 and	 competitiveness	 are	 always	
based on both the target-oriented development of general economic 
drivers as well as effective exploitation of the strategic drivers. 

 Malaysia aims to become a fully developed knowledge and 
innovation economy. To be successful in reaching the goal, the whole 
map	to	an	innovation	economy	must	be	recognized.	Focusing	on	the	
few chosen strategic drivers is naturally important, but for sustainable 
development the general drivers of economy need to form a solid 
basis for the development. 

4. Status and trends of Malaysia
 Malaysian government has set up a national development program 

in	 1991,	 aiming	 to	 “become	 a	 fully	 developed	 nation	 by	 2020”	
with	a	special	definition	to	become	a	knowledge	economy	by	2020	
(Vision	2020).	In	his	speech	on	28	January	2010	the	Prime	Minister	
of Malaysia announced the commitment to development programs 
in	 accordance	 with	 Vision	 2020.	 The	 Government	 Transformation	
Programme	(GTP)	aims	 to	fundamental	change	of	delivering	public	
goods and services that enable economic and social performance.

 Malaysia is currently at a crossroads, where fundamental change is 
required.	The	goals	are	not	going	to	be	reached	without	determined	
and focused investments in the right drivers. Politicians are seriously 
challenged by creativity and a change of mindset. The example of 
Finland shows that relatively rapid development is possible even if the 
country would be a small and poor player on a global scale. Malaysia 
is not facing the same kind of external and internal crises than Finland 

	 Figure	2:	Critical	drivers	for	Malaysia

Innovation enablers

Basic democrary

Regulatory basis

Basic education

Basic infrastructure

Innovation drivers

Transparency

Entrepeneurship

Knowledge creation

ICT and logistics

Connectedness

Openness

Innovativeness

High-Tech infra

Innovation
economy

Critical drivers for 
Malaysia

Innovation enhancers
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had	 in	 the	 early	 1990s,	 but	 also	 the	 external	 circumstances	 with	
Chinese and Indian economies make it necessary for Malaysia to 
develop new competitive advantages. 

	 When	 moving	 to	 an	 innovation	 economy	 it	 is	 not	 only	 a	 question	
of an industrial change but also that of mentality and operational 
culture. People need to be able to express themselves freely because 
innovation is based on people and their capabilities, which is a 
question	 of	 democracy.	 Education	 supports	 individual	 and	 societal	
development,	 and	 therefore	 the	 role	 of	 education	 in	 any	 major	
changes is important. Fundamental change is needed in Malaysia to 
reach the targets that the country has stated to itself. Both pillars and 
drivers are necessary for longitude, sustainable economic growth. 

 Malaysia is a transitional economy, which means that its economic 
drivers are transparency, entrepreneurship, knowledge creation, 
ICT and logistics, while its pillars are democracy, regulatory 
basis	 of	 business,	 basic	 education,	 and	 basic	 infrastructure.	While	
entrepreneurship is rather strong in Malaysia along with ICT and 
logistics, education and democracy need to be strongly supported in 
order to make the transition to a knowledge economy succeed. 

 To make the challenges even more concrete we can take a look at the 
status and trends in Malaysia. There is statistical evidence of all the 
following	facts:

	 •	 The	bureaucracy	in	Malaysia	is	a	weakness	–	it	is	too	slow	and	its	
efficiency	would	need	to	be	strongly	improved.

	 •	 The	level	and	scope	of	personal	freedom	are	low	in	Malaysia,	
and thus causes a bottleneck in development toward innovation 
society.

	 •	 Education	 has	 worsened	 in	 Malaysia	 since	 2006	 (However,	
almost	 90%	 of	 Malaysian	 teachers	 want	 greater	 support	 for	
their profession as a teacher, which means a good potential for 
development.)

	 •	 Development	 of	 the	 technological	 infrastructure	 has	 stagnated	
since	2006.

	 •	 Malaysia’s	innovation	outputs	have	stagnated	since	2003.

4.1 Entrepreneurship and regulatory framework
 Regulatory framework and entrepreneurship as well as openness of 

markets and trade are bases for sophistication of business. 
	 Main	indicators	used	in	this	area	are:
	 •	 Regulatory	business	framework
	 •	 Ease	of	doing	business
	 •	 Attitudes	and	values	towards	entrepreneurs
	 •	 Measures	promoting	entrepreneurship
	 •	 Foreign	direct	investment	flows
	 •	 Accessibility	to	venture	capital

 Taken here an example of Malaysia is made by comparison with 
Indonesia and Singapore. These three economies are on different 
development stage, Indonesia is developing (factor driven), Malaysia 
is	 transitional	 (efficiency	 driven),	 and	 Singapore	 is	 developed	
(innovation driven). Accordingly the countries are being boosted by 
different economic drivers.

 Entrepreneurship and business indicators show many strengths of 
Malaysia, and all the weaknesses in this respect can be found in the 
realm of a rather bureaucratic, top-down regulatory framework. 
Singapore	gets	best	scores	in	all	indicators	except	in	Getting	Credit	
(Malaysia scores slightly higher). Indonesia gets worst scores in all 
indicators but in Dealing with Construction Permits (Malaysia scores 
worst). 
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 Figure	3:	Ease	of	doing	business	in	Malaysia	(World	Bank	2006)

4.2  Basic democracy and transparency of the society
 Basic democracy and transparency of the society are absolute 

antecedents of an innovation economy. Democracy and transparency 
create an indispensable environment for national innovation system 
that is always based on connectedness and networking. 

	 In	order	to	get	concrete	and	practical	indicators	and	subjects	out	of	
general	basic	 human	 rights	and	 social	equality	 indicators,	 they	are	
broken	down	into	specific	subjects	and/or	development	2010.The	table	
below shows that the trends of Malaysia in respect of democracy and 
societal transparency are declining. Since these dimensions of societal 
function act as pillars for sustainable economical development, they 
should be treated with seriousness along with the economic strategies 
of the country.
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 Table 3: Summary of the status and trends of basic human rights 
and social equality indicators of Malaysia

 
	 As	Table	3	shows,	Malaysia	faces	serious	challenges	in	many	areas	of	

basic democracy and transparency of society. These issues will most 
certainly hamper economic development of Malaysia if they are not 
seriously addressed. 

 The strengths of Malaysia lay on economic fundamentals, 
entrepreneurship	 and	 innovation.	 Weaknesses	 can	 be	 found	 in	
personal	freedom	of	citizens	and	democratic	 institutions.	This	means	
that the pillars for economic development towards knowledge and 
innovation society are too weak, and thus threaten the achievement of 
Vision 2020.

4.3  Knowledge creation and education
	 Quality	of	education	and	knowledge	creation	are	at	the	core	of	the	

knowledge based economy. They are enablers of a functioning and 
sustaining innovation system.

	 Focus	areas	and	main	indicators	for	the	area	are:
	 •	 Primary	and	secondary	education
	 •	 Tertiary	education
	 •	 Quality	of	education
	 •	 Quality	of	university	education
	 •	 Quality	of	science	output

 In the educational development Malaysia had upswing in terms of the 
proportion of its population with higher education between 2000 and 
2005	from	10%	to	20%.	However,	compared	with	the	development	
of	Singapore	(upswing	from	about	30%	up	to	over	50%)	during	the	
same period, the trend in Malaysia was not after all very strong. 
Furthermore,	 Malaysia’s	 percentage	 stagnated	 on	 20%	 level	 from	
2005	to	2008,	while	Singapore	managed	to	increase	its	proportion	
of	population	with	higher	education	from	50%	to	over	60%	during	
the same period. 

 Figure	4:	Development	of	tertiary	education	

	 Figure	5:	Development	of	infrastructure	in	Malaysia	including	education
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 The	 good	 news	 is,	 as	 Table	 4	 shows,	 that	 over	 80%	 Malaysian	
teachers want more professional training than they received, which is 
a	very	high	figure	among	OECD	countries	(topped	only	by	Brazil	and	
Mexico). This shows good willingness and potential for developing 
the educational system. Malaysian teachers received on average 11 
days	of	professional	development,	which	is	close	to	the	median	figure	
among	countries,	though	in	some	countries	the	figure	is	a	lot	bigger,	
like	Mexico	(34	days)	and	Korea	(30	days).

 Table	4:	Demand	for	professional	development	in	Malaysia	and	other	OECD	countries

4.4 ICT and basic infrastructure readiness
 ICT and logistics based on basic infrastructure are essential for 

effective introduction and usage of high-tech infra. Likewise ICT 
enables openness and connectedness needed for an innovation system.

	 Focus	areas	and	main	indicators	for	this	area:
	 •	 Tele	communication
	 •	 Computer	density	and	usage
	 •	 Broad	bands

	 •	 Internet	usage	and	readiness
	 •	 eBusiness	and	eGovernment	readiness
	 •	 Societal	logistics
	 •	 Trade	logistics
	 World	 Economic	 Forum	 Competitiveness	 report	 2010	 shows	

development of Malaysia in ICT and basic infrastructure readiness 
during	 2006	 -	 2010.	 There	 is	 progress	 in	 Basic	 infrastructure	
and	 Scientific	 infrastructure,	 while	 Health	 and	 environment	 and	
Technological infrastructure are stagnant, and Education shows 
regression (see Figure 4). 

	 When	taking	Singapore	as	a	comparative	milestone	of	Malaysia	in	ICT	
and	infrastructure,	Singapore	scores	better	on	all	indicators:	personal	
computers,	 internet	 users,	 main	 telephone	 lines	 (fixed	 lines,	 mobile	
phone subscribers pre-paid/post paid and broadband subscribers).

	 Figure	6:	ICT	uptake	in	Malaysia
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5. Conclusions and recommendations

 Malaysia has had some good achievements during the past years 
–	even	if	the	latest	development	shows	stagnation	on	certain	areas.	
Thereby the country has already shown and to a certain amount also 
created trust in capability for successful development.  However, 
development within the same economical phase (e.g. transitional) is 
always	easier	than	to	upgrade	the	level.	When	striving	for	innovation	
economy the change is not only industrial, but much deeper and means 
always transformation of the mentality and operational culture too. 

 In this paper the focus has been on general drivers for Malaysian 
economic development. The reason for the emphases is that Malaysia 
is currently in a situation where the foundation for the next level 
development must be created. In this situation focusing only on some 
strategic (innovation) areas of the economy is not enough but needs a 
solid foundation for sustaining future development. Alongside there is 
of course the need to focus on the strategic drivers too, even if in this 
paper the area was not taken up.

 The core recommendation for Malaysia to develop a solid foundation 
for sustainable development of an innovation economy concerns 
education. Innovation is based on people, their capability and 
possibility for free expression, and such a development can most 
effectively be boosted both by legislation and improvement of 
education.

 
 The main recommendation to support Malaysian transformation 

into knowledge and innovation economy takes place by renewal 
of education, starting from the primary level throughout the whole 
system to the university level. Renewal should be addressed both to 
the system and pedagogy with the goal to empower people by higher 
cognitive skills and free modes of expression.

	 The	interconnected	recommendations	for	Malaysia	are	the	following:
 1. Basic democracy and human rights needs to be addressed. 

Main target areas are corruption, freedom of press and speech 
and	 ethnical	 equality.	 Key	 dimensions	 are	 social	 and	 cultural	
cohesion, cultural integration and development towards global 
connectedness, e.g. connecting to the global community in a 
broader than only economic and market sense. 

 2. Regulatory framework and entrepreneurship need to be further 
developed, even if there is already much strength in the area. 
Main	 target	 areas	 for	 development	 should	 be	 clarification	
and	simplification	of	 regulatory	frameworks	 for	doing	business	
and further promotion of entrepreneurship. In this area the 
government needs to identify national key areas of the industry 
and strengthen cluster formation and globalisation. Furthermore 
cooperation between industry and universities on the national 
and global level is important. 

	 3.	 Education	 and	 higher	 education	 must	 be	 developed.	 Human	
capital formation in the form of higher education, specialisation 
and formation of knowledge clusters and centers, e.g. research 
and innovation networks and clusters with high degree of 
globalisation. Malaysia needs to strongly develop secondary 
and tertiary education by addressing both low enrolment rates 
and	 the	quality	 issues,	 e.g.	promote	educational	 staff	 training,	
industry university co-operation and global co-operation on 
research and university studies.

 4. Basic infrastructure and ICT must be enhanced further. Practically 
this means promotion of both sustained urban and environmental 
development and economic and industrial logistics needs side by 
side. Likewise ICT needs to be developed by strengthening social 
integration and communication beyond sheer national economic 
needs towards the global community as a cultural innovation pool 
and the global economy as a vital economic driver.
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	 Figure	 7:	 Malaysian	 status	 quo	 of	 the	 economic	 pillars	 for	 the	 country	 (Legatum	
Prosperity Index 2010)
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Issues, prospects and challenges in Malaysia’s 
transformation towards a knowledge-based society
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1. Malaysia’s transformation into a knowledge-based society
	 Malaysia’s	experience	in	transforming	itself	into	a	knowledge-based	

society, how this was affected into national policy and practice, as 
well as the issues faced by the nation can be a useful example for 
many other countries planning a similar transformation. 

	 The	 concept	 of	 a	 “knowledge-based	 society”	 was	 introduced	 in	
Malaysia	on	the	28th	of	February	1981.	In	a	speech	to	the	Malaysian	
Business Council, the then-Prime Minister of Malaysia Dr Mahathir 
Mohamed	was	quoted	as	saying	that:

	 “There	 was	 a	 time	 when	 land	 was	 the	 most	 fundamental	 basis	 of	
prosperity and wealth. Then came the second wave, the age of 
industrialization.	Smokestacks	rose	where	fields	were	once	cultivated.	
Now, increasingly, knowledge will not only be the basis of power 
but also prosperity…No effort must be spared in the creation of an 
information	rich	Malaysian	society”.

 This recognition at the highest levels proved to be the impetus towards 
the transformation of Malaysia into a knowledge-based society. 
Following this decision and other suggestions obtained from both 
domestic and overseas sources, a National IT Agenda was established.

 This Agenda incorporated the key K-Society concept in its discourse. 
The goal of the Agenda was to create a Knowledge or Value-based 
society	by	the	year	2020,	in	tandem	with	Mahathir’s	Vision	2020	that	
sought to launch Malaysia into developed country status by that iconic 
year. 

 Despite the formulation and implementation of the Agenda, the need 
for concrete steps to push for a Malaysian knowledge-based society 
was	still	evident	three	years	later,	when	on	the	8th	of	March	2001,	
Dr. Mahathir again had occasion to encourage more attention to this 
topic.	He	said:

  
	 “In	our	pursuit	towards	developing	the	K-economy,	knowledge	has	to	

replace labor and capital as the key factors of production in our 
economy. The challenge for Malaysia is to develop this knowledge 
amongst	our	citizens	so	that	our	success	will	be	due	to	the	contributions	
of	Malaysian	talents	and	knowledge	workers.”

	 Eighteen	months	later,	on	the	6th	of	September	2002,	the	Malaysian	
Government	issued		a	further	publication	called	the	“Knowledge-Based	
Economy	Master	plan”	 that	 set	 the	 roadmap	for	 the	 transformation	
and the key matters that had to be addressed. 

 The rationale for developing knowledge-based economic activities was 
further	elaborated	upon	in	the	“Introduction”	section	of	this	document.	
It stated that in light of a shrinking pool of FDI worldwide, coupled 
with	eroding	competitiveness	and	 labour	cost	advantage;	Malaysia	
would have no resource but to transform itself into a knowledge-
based economy in order to maintain its prosperity.

 This was then followed by a slew of other strategic plans, such as the 
7th	Malaysia	Plan	(1996-2000),	that	envisaged	Malaysia	establishing	
an	“E-Economy”	supported	by	“E-Public	Services”	and	“E-Learning”,	
among	other	things.	How	effective	have	these	initiatives	been?

	 While	Malaysia	 appears	 to	 have	 made	 great	 progress	 initially,	 it	
would	seem	that	we	have	stalled	lately.	In	1995	for	instance,	Malaysia	
was	61st	and	48th	on	 the	World	Bank’s	Knowledge	 Index	 (KI)	and	
Knowledge Economy Index (KEI). By the year 2000, Malaysia was 
48th	on	the	KI	ranking,	but	by	2009	had	slid	to	54th	place.	Our	KEI	
ranking,	on	the	other	hand,	remained	static	at	48th.
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	 All	of	this	suggests	that,	while	ambitious,	Malaysia’s	progress	has	not	
been smooth as we would wish. Much analysis has been made on the 
“why”	of	 this	phenomenon.	Yusuf	and	Nabeshima’s	Tiger	Economies	
Under Threat have argued that, among other things, the lack of 
competitiveness	of	Malaysia’s	 companies	as	well	as	venture	capital	
and the weakness of our education and research culture have stunted 
our progress towards a knowledge-based society.  

 The sum of these considerations is that there is a disconnect between 
the plans of the Malaysian state and the reality on the ground, but 
that in no way detracts from our need to continue our attempts to 
gain traction in this monumental task. It is insightful to understand how 
Malaysians responded to these many imperatives, both in the public 
and	private	sectors.	In	this	journey,	there	are	areas	where	Malaysia	
has been successful while, as normal, there are also areas where 
progress has been slow.     

2. The requirements for a knowledge-based society and incorporation 
of these requirement in national policy

	 There	are	 four	key	 requirements	 for	a	country	 to	establish	 itself	as	
a	 knowledge-based	 society.	 These	 are:	 innovation,	 human	 capital,	
the	creation	of	a	conducive	environment	for	innovation	and	finally,	a	
higher-income and standard of living in the country.

	 Incorporating	each	of	these	requirements	into	national	policy	presents	
unique	sets	of	challenges,	and	Malaysia	has	been	no	exception	to	this.	
Let us examine them individually, starting with innovation. 

2.1 Requirement 1: Innovation
	 The	 sine	 qua	 non	 for	 Knowledge	 is	 Innovation.	 Malaysian	 society	

has to be open to innovations of all forms. Its history indicates that 
it has always been open to trade of all types, and this has been a 
cornerstone of its success as a trading nation. 

	 The	essential	difference	in	this	case	is	that	the	“goods”	that	Malaysia	
are	to	trade	in	the	future	are	not	physical	or	even	financial	products,	

but conceptual ones. There is no model, such as our much-vaunted 
policy	of	moving	towards	export-driven	industrialization	that	served	
Malaysia well in the past. 

 The challenge for Malaysia in this case is developing tools and a 
mindset that can be applied to the ephemera of ideas, to develop 
them and launch them into the economy as real economic contributors.

 Our past and even current record of innovation shows many success 
stories in several sectors and that can point the way forward. These 
include agriculture, higher education, infrastructure, banking, health 
services and manufacturing.

 Agriculture
 Malaysia	has	a	history	of	being	innovative	in	the	field	of	agriculture,	

principally in its historic rubber and palm oil industries. Malaysia has 
the	world’s	leading	rubber	research	institute	(the	RRIM)	and	is	at	the	
forefront of rubber technology.  It has created new methods to process 
rubber and discovered wider uses and applications of latex.

 Presently, Malaysia is also leading in palm oil research. It has also in 
this	case	developed	efficient	process	and	high	value-added	palm	oil	
products

 Higher education
 Malaysia hosts many twinning programs with western universities (such 

as	the	United	Kingdom’s,	Australia	and	Canada),	where	students	can	
do	part	of	those	institutions’	degree	courses	locally	before	completing	
them overseas.  This has widened access to higher education, and also 
made it more affordable. Malaysia has also become very attractive 
for international students from the ASEAN, wider Asian and Middle 
Eastern countries as a destination to further their studies. 

 Infrastructure
 The most recent initiative here has been in the airline industry, where 

Malaysia pioneered the concept of Low-cost Airlines in Southeast 
Asia. It has wisely chosen (after some initial hesitation) not to prevent 
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private sector competition with the national carrier MAS, principally 
in	the	form	of	Air	Asia.	The	result	is	that	Malaysia	has	obtained	first-
mover advantage in this area, with Air Asia and other offshoot and 
imitator companies providing cost-effective travel to all.

	 Furthermore,	Malaysia’s	road	system	is	second	to	none	 in	Southeast	
Asia. Led by private sector investment, there are many thousands of 
kilometres of toll roads that provide fast access to all parts of the 
country. It should not be forgotten either that there is also a network 
of trunk roads, which are not tolled. 

 These are the result of state and federal cooperation and also 
play	an	 important	 role	 in	 the	 transportation	 system.	Malaysia’s	 rail	
network has largely been supplanted as a means of moving goods, 
but the government is nevertheless investing millions of Ringgit in 
the development of a high-speed line from the north to south of the 
Peninsula, primarily aimed at the passenger market. 

 Banking
 The Malaysian banks have been able to straddle two traditions, that 

is conventional, interest-based banking, and banking based on Islamic 
precepts. The result of this duality is Malaysian banks are now able 
to	offer	a	range	of	financial	products	-	such	as	the	Sukuk	bonds	that	
are	 both	 unique	 and	 very	 successful.	 The	 Sukuk	 is	 fully-compliant	
with Islamic guidelines and is supported by a full range of electronic 
services and applications. This product has been subscribed by both 
Muslim and non-Muslim customers. 

 This is a good example of how Malaysia has been able to leverage 
on	its	unique	culture	and	heritage.	By	accident	of	history,	the	country	
received	a	blend	of	both	Western	and	Eastern	influences,	and	it	has	
the opportunity to make use of the best of these worlds. The Halal 
food industry is another such example, exports of its products are 
booming, thanks to the strict application of Halal rules and other 
hygiene best practices.

 Health services
 Malaysia is well-positioned to offer very competitive services to 

international	health	tourists	seeking	top	quality	medical	care.	What	is	
significant	is	that	costs	of	treatment	at	Malaysian	medical	institutions	is	
significantly	less	than	in	the	US	or	Western	Europe.	

 Initial customer experiences in Malaysian health tourism ventures were 
positive,	and	there	this	has	led	to	significant	expansions	of	the	industry	
in	 Kuala	 Lumpur	 and	 Penang.	We	 are	 aware,	 however,	 that	 some	
neighbouring countries, with similar competitive advantages, have 
made	better	use	of	them.	Malaysia	needs	to	take	cognizance	of	those	
methods,	such	as	(Singapore	and	Thailand’s	use	of	marketing	pricing,	
etc.)	to	see	how	we	can	emulate	their	undoubted	success	in	this	field

 
 Manufacturing
 In this area, it has to be admitted that much - perhaps too much - 

of the export-based manufacturing in Malaysia has used templates 
and technology developed elsewhere, such as the electronics industry.  
But	in	some	sectors,	Malaysia	has	with	judicious	use	of	incentives	and	
R&D programmes become a leader. Leveraging on the vast stocks of 
rubber trees, and the development of effective ways of preparing 
this	for	use	in	furniture,	we	have	enjoyed	strong	exports	 in	medium-
grade furniture. Similarly, the oil palm estates have been the base for 
downstream	production	of	refined	oils

	 Within	these	resources	 in	hand,	Malaysia	has	had	to	seek	points	of	
reference on how to proceed in future, To put it simply, what was the 
role	of	innovation	in	our	society	and	economy?	

	 We	 have	 clearly	 helped	 national	 innovation	 by	 allowing	 “upstart”	
operators to compete with National champions (e.g., the MAS-Air Asia 
contention). One imagines that the key here would be for us to identity 
which other national champions that are being unduly sheltered, and 
ensure that they experience a dose of competition that would do them 
the world of good.
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	 Two	other	factors	warrant	mention	as	well:	the	costs	of	our	attempts	to	
transform our economy, and the politics of such a paradigm shift.

 For the former, we can see how Malaysia dealt with this in the way 
the provision of technical advice and applications to an industry such 
as oil palm or rubber was funded by a dedicated tax or levy in 
those areas. This ensured accountability for the research programs, 
and directed the cost of that work to the relevant sector. In that way, 
the	costs	and	benefits	were	allocated	in	the	most	equitable	(at	least	in	
the economic sense) way.  

 As for the latter, there is a current theme, that suggests that wholesale 
economic and governance changes can only be achieved at times of 
great economic stress and political crisis. 

	 We	 in	 Malaysia	 feel	 grateful	 that	 we	 have	 not	 suffered	 such	
thoroughgoing	upheavals	in	living	memory.	We	are	conscious	of	our	
unique	cultural	and	political	melange,	although	frankly	speaking,	we	
often do not know how robust this is, and perhaps this is why as a nation 
we shy away from fundamental  changes that may have unintended 
consequences.	We	prefer	to	support	a	more	conservative	approach:	
progress, we feel, is best achieved through many incremental changes 
over a longer time span rather than through radical upheavals. 

 Research and Development
	 It	 would	 be	 prudent	 at	 this	 point	 to	 write	 briefly	 on	 the	 state	 of	

Research and Development (R&D) in Malaysia - as no discussion on 
the economic aspects of innovation would be complete without it. 

	 Work	done	on	R&D	 (or	on	 the	 “development”	 side	at	 least)	 should	
ideally	find	an	economic	application	within	a	reasonable	time	frame.	

	 This	is	not	easy,	and	requires	a	much-focused	and	commercially	astute	
approach. The Malaysian experience, based mostly on work done in 
public universities and research institutions, is that it has not managed 
to use fully the research done and results gained in the economic 
sphere. 

 Adding to this conundrum is the fact that most, if not all R&D in 
Malaysia is done by public, rather than private institutions. R&D 
spending	 by	 Malaysia’s	 top	 Government	 Research	 Institutes	 (GRI)	
corresponded	to	some	49.1%	of	all	R&D	spending	in	2004	-	for	a	
combined	total	of	RM	145.2	million.	As	a	matter	of	fact	 -	virtually	
100%	of	all	R&D	spending	in	that	year	was	done	by	GRIs,	who	spent	
a	total	of	RM296.9	million	on	such	activities.			

 A leading reason for this failure is that links between academia or 
research institutions and the relevant industries are not that close. The 
needs of industry are also not as easy to articulate as before. Often 
it is not a physical product needed or even a particular hardware-
based technology but software.

 Malaysia therefore has clearly still a long way to go in this regard, 
and	the	numbers	show	it.	 In	1996,	R&D	spending	as	a	share	of	our	
GDP	was	0.22%	-	by	2006	this	figure	had	only	risen	to	0.95%.	By	
way	of	comparison,	China’s	figures	in	the	same	period	were	0.57%	to	
1.42%	respectively.	Nevertheless,	some	improvement	can	be	seen	in	
that	Malaysia’s	total	R&D	personnel	expanded	from	6.7	thousand	in	
1997	to	12.8	thousand	in	2004.	

 In terms of patents, foreign patents continue to dominate the market. 
In	1995,	foreign	patents	had	a	98.3%	share	of	all	patents	issued	in	
Malaysia,	which	only	slightly	declined	 in	2006	(95.2%).	Malaysia’s	
top	local	patent	holder	in	2007	was	the	Malaysian	Palm	Oil	Board	
(MPOB	which	held	8).	The	lack	of	private-sector	participation	in	R&D	
is therefore clearly worrying. Nevertheless, this is offset by the number 
of patents granted by the USPTO to Malaysians, which have risen 
steadily	from	42	in	2000	to	more	than	triple	(158)	in	2007.		

	 These	 ambivalent	 figures	 have	 led	 to	 a	 growing	 consensus	 that	
Malaysia also needs to have market-driven innovation to complement 
its present, technology-driven one.  This need arises because there 

(footnote	.	Vide	book	by	Naomi	Klein	‘the	shock	doctrine’)
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is a mismatch between the supply and demand for new technology. 
Market-driven innovation is led by demand, namely what market 
wants. This approach is likely to produce innovation that is acceptable 
to the market. 

 This is different from the technology-driven innovation approach 
which	 is	based	on	commercialized	research	outputs.	As	a	result,	 the	
innovation produced may not be readily accepted by the market.  
However,	such	innovation	is	equally	important	because	it	is	strategic	
and can forecast long-term needs that may yet be apparent.  

 The Malaysian National Innovation Council has endorsed the proposal 
by the Ministry of Science, Technology and Innovation for the adoption 
of both technology-driven and market-driven innovation.  However, 
the uptake on market-driven innovation is slow. There have been calls 
for the government to shift its incentives to encourage market-driven 
innovation.

2.2 Requirement 2: Human Capital
	 Let	us	now	turn	to	the	second	requirement:	human	capital.	An	inventor	

or innovator acting alone will not be able to bring his or her ideas to 
fruition unless there is a cadre of able lieutenants to assist him or her in 
the formative stages. Eventually, this cadre may even have to expand 
into a virtual army of knowledge staff to sustain operations and resist 
competition.

	 In	 this	 respect,	 Malaysia’s	 record	 in	 developing	 human	 capital	 -	
especially in terms of our education system - is rather mixed.

 Malaysians have an enviable record in examinations when they 
pursue tertiary degree overseas, often beating local students. But 
(without	wanting	 to	 denigrate	 in	 any	way	 these	 fine	 achievements)	
much of their success stems from successfully completing coursework or 
examinations based largely upon the lecture material, and are hence 
rather predictable. 

 Very high scores can be achieved purely from a rote learning 
approach, at which Malaysians have an unfortunate reputation of 
excelling. From their earliest schooldays, they tend to be drilled in 
repeating verbatim what the teacher has said.  This may be an over-
generalisation	but	case	can	be	made	for	making	Malaysia’s	education	
syllabus	 and	 marking	 systems	 more	 reflective	 of	 life	 outside	 the	
examination room. 

	 When	examining	why	the	rote	learning	approach	has	prospered,	we	
have to admit that this approach is the most easily operated. Even with 
few classroom aids, and teachers poorly-prepared for their careers, 
rote	learning	does	get	the	job	done	with	least	amount	of	effort	and	
little original thought.  

 This is why the development of a new syllabus must go hand-in-hand 
with giving schools the teachers and facilities that they need. It also 
goes without saying that teachers and educational authorities also 
need	to	internalize	new	cultures	and	attitudes	towards	their	profession.

 One also sees the need for institutional changes. Currently, Malaysia 
spends	about	25%	of	its	total	budget	on	education	and	a	large	part	
of this is for the higher education sector. Our institutions of higher 
learning are heavily titled towards universities, and there are few 
institutes of applied technology. This gap in the national skill set is 
a serious handicap. In every cycle of development and prototyping, 
technical	staff,	working	on	the	shop	floor	or	in	the	software	house	will	
ideally take the concept from the University-trained designer, and 
bring it to fruition. 

 It is felt, therefore that Malaysia has plenty of university graduates, 
but	has	not	enough	of	those	with	adequate	skill	sets.	This	is	something	
akin	 to	 the	 sort	 of	 knowledge	 that	 medieval	 guilds	 required	 for	
people	to	be	called	artisans	or	 journeymen,	that	 is	to	say,	one	who	
has	followed	a	defined	apprenticeship	with	a	master	craftsman.		
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	 Other	 developed	 and	 developing	 countries	 (like	 Germany,	 India,	
Turkey, UK, USA) take the concept of apprenticeship very seriously 
and have laws to govern the training programs. Such frameworks are 
largely absent here. 

 Likewise the Malaysian education budget should be balanced to 
ensure	 that	 adequate	 spending	 is	 allocated	 for	 schools,	 teaching	
facilities and teaching staff, which are important inputs can produce 
a	 thinking	and	 skilled	workforce.	Good	 teachers	are	also	essential	
if	we	want	to	have	a	good	education	system.		We	should	attract	the	
best people into the teaching profession and should compensate them 
adequately	so	that	they	will	stay	there.		Society	should	also	recognize	
that teaching is a noble profession, and the high levels of respect 
accorded to them will also be a source of motivation.

2.3 Requirement 3: The creation of a conducive innovation environment 
for the private sector

	 Malaysia’s	 government	 is	 very	 pro-business	 and	 has	 given	 many	
incentives and provided funds to create a business environment that 
is friendly for investment and for doing business. The private sector 
is offered tax incentives if they are involved in R&D and support 
innovation. Unfortunately, the response from the private companies 
in terms of conducting their own R&D has been lukewarm at best. This 
has not helped in our  effort to move up the production value chain.  

	 As	a	result,	Malaysia’s	manufacturing	exports	are	still	 concentrated	
in low-value products.  Large companies, including some multinational 
companies appear to be carrying out R&D but what is needed is 
for our small - and medium industries to increase their in-house R&D 
activities.  Malaysia should not only rely on foreign companies to 
conduct R&D but the SMEs (small and medium-scale enterprises) must 
be encouraged to participate as well.

 One feels that innovation by the SMEs is very important for economic 
expansion.	 With	 innovation,	 SMEs	 which	 are	 the	 backbone	 of	
any economy will be able to improve its products and increase its 

productivity.  This in turn will support and increase the performance 
of large companies which usually have a network of suppliers.  The 
innovativeness of SMEs is particularly crucial for the services sector. 
There	 they	 need	 to	 be	 nimble,	 to	 respond	 quickly	 and	 find	 niche	
markets. 

2.4 Requirement 4: Higher income and standard of living
	 This	requirement	has	added	importance.	Malaysia	risks	internal	crisis	

if	 income	 disparities	 are	 not	 narrowed.	 With	 adequate	 financial	
capability that can meet the basic needs, Malaysians have the 
resources and incentives to improve their knowledge.  The strongest 
incentive	for	this	is	when	the	acquisition	of	knowledge	can	result	in	a	
better standard of living.

 In Malaysia now there is a growing sense among the general public 
that	income	disparities	are	growing.		The	Gini	Coefficient	(an	indicator	
of	income	distribution)	has	deteriorated	in	the	1990,	improved	slightly	
after	the	1998	Asian	crisis	but	worsened	in	from	2001.	However,	this	
Gini	Coefficient	has	improved	since	2008.	The	unsatisfactory	state	of	
income	level	and	distribution	is	also	reflected	in	the	structure	of	income	
groups	-	57%	of	Malaysian	households	survive	on	a	monthly	income	
of	only	RM3,000	or	less.		While	prices	have	increased,	incomes	have	
not risen so many feel that their purchasing power and standard of 
living have declined.

	 Rising	income	and	productivity	is	also	linked	to	the	influx	of	low-cost	
and low-skilled foreign workers.  There are estimated to be more 
than one million undocumented and documented foreign workers in 
Malaysia.	They	are	mostly	in	low	income-earning	jobs,	and	are	crucial	
to keeping costs low in many industrial and agricultural sectors (such 
as plantations, construction, logging and retail).

 There are many adverse social side effects of this rump of poor 
and sometimes exploited migrants, but they buttress the industries 
mentioned and no serious action has been taken to improve their 
lot or to repatriate the illegal ones. They have become essential to 
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the present low-tech operations that are in competition with other 
countries (regardless of region) where the cost of labour is even less. 
Malaysia, in maintaining the low-tech export based industry model is 
trapped in a never-ending competition with hosts of other countries, 
which by virtue of their low cost of living and or a cheap currency, are 
able to undercut production costs.

 The way out of this downward spiral is to simultaneously increase 
productivity and raise wages. This is normally done though investment 
in	tools	and	equipment	and	by	training	workers	to	best	utilize	them.	
Migrant workers, even if legally documented are not well-suited for 
this role. Training is wasted if they return to their own homes after their 
work permits expire. 

 Malaysia is therefore attempting to reduce its dependency on them, 
while	balancing	the	difficult	bilateral	and	political	issues	this	gives	rise	
to. As a whole, the recently-announced New Economic Model (or NEM) 
is a bold attempt to shift Malaysia towards the direction of higher-
incomes	and	living	standards	for	its	citizens.	

3 Conclusion
	 Almost	 two	 decades	 after	 Dr.	 Mahathir’s	 epochal	 speech,	 one	 is	

confident	that	Malaysia’s	economy	and	society	still	posses	the	elements	
that	can	affect	the	quantum	leap	to	a	full	knowledge-based	society.	
Furthermore, social and political circumstances appear to be ideal 
right now.  Socially, Malaysia have attained the seven out of eight 
Millennium	Development	Goals,	 a	 societal	 target	 set	by	 the	United	
Nation for a developed nation  This will almost certainly facilitate our 
push towards a more sophisticated economic model.

 Politically, though our abovementioned conservatism remains, there 
is a general, almost bi-partisan consensus that Malaysia needs to 
seek new growth paths and economic activities to remain competitive. 
There is also great concern over the perceived lack of progress in 
addressing	the	lack	of	equitable	income	distribution	in	our	society.	All	
of these can only strengthen the arguments for and the utility of using 

innovation towards narrowing income disparities and improving the 
educational levels of the disadvantaged segments of our society.

 The key, one imagines, is perseverance, and the steadfast, consistent 
application	of	policies	as	well	as	plans	for	reform.	Malaysia’s	efforts	
at creating a knowledge-based society is far from perfect, but it 
would be mistaken to condemn it all as a huge exercise in futility. 
Rather, it is imperative that we continue and ramp-up such efforts, 
especially through the framework of the NEM that promises great, 
substantive	 liberalizations	 so	necessary	 for	progress.	 The	only	 thing	
that should or can limit us is our own capacity for change.  
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I advanced recently the argument that, due to the deep transformation of 
the	global	capitalism,	the	community	will	be	a	central	space	for	“social-
economizing”,	 e.g.	 a	 space	where	 individuals	 and	 organisations	 do	 not	
solely conduct transactions for products and services, but also socialise, 
e.g. develop collective social activities, without necessary direct economic 
objectives.	Hence	the	importance	for	nations,	regions,	cities	and	other	form	
communities to develop new capabilities in order to leverage their existing 
intellectual capital, as well as to build  the necessary complementary one.  
This chapter explores how the concept of dynamic capabilities can be 
considered in the Malaysian 2020 knowledge economy agenda.

1. Four fundamental concepts as a starting a point 
	 The	 knowledge	economy	 is	 often	defined	with	 reference	 to	ad	hoc	

building	blocks:	investments	in	R&D,	ICT,	and	education	mainly,	as	well	
as	the	country’s	positioning	for	framework	conditions.	This	is	of	course	a	
necessary approach since it provides a framework for benchmarking 
countries	performance	and	also	for	defining	complementarities	among	
different types of investment. 

	 My	 purpose	 here	 is	 different.	 I	 will	 take	 a	 different	 angle:	 by	
considering the knowledge economy (and society) as an emerging 
and	still	 to	be	defined	organisational	model.	For	this,	 I	will	mobilise	
four fundamental concepts as the main ingredients for characterising 
such	an	emerging	model:	

	 •	 The	concept	of	community	and	its	related	regimes;
	 •	 The	concept	of	dynamic	capabilities	(revisited	here);
	 •		 The	concept	of	knowledge	territory.

1.1 Three types of communities, two regimes  
	 I	 suggested	 considering	 the	 issue	 of	 communities	 (Bounfour,	 2003,	

2005,	2006,	2009)	as	an	important	perspective	for	understanding	the	
dynamics of the new capitalism, especially with regards to intellectual 
capital building and leveraging. Indeed, from a systemic perspective, 
two	parallel	and	potentially	conflicting	regimes	can	be	put	forward:	
the transaction regime and the community regime. 

 The transaction regime 
 This is the still dominant nature of capitalism. Companies and collective 

systems	are	mainly	driven	by	efficiency	requirements,	and	therefore,	
any individual or collective action is appraised from this perspective. 
To	be	schematic:	return	of	invested	resources	is	the	Alpha	and	Omega	
for the assessment of any decision and behaviour. The shareholder 
value is the archetype of such reasoning. 

 I suggested introducing this concept of community regime due to the 
deep	crisis	we	all	observe	in	our	societies	with	regards	to	“recognition	
mechanisms”.	 It	 is	 clear,	 at	 least	 since	 the	mid	1970s,	 that	 there	 is	
a	 steady	 and	 deep	 tendency	 towards	 “fragilising”	 socioeconomic	
links within the traditional vertical corporations. Outsourcing and 
networking activities, as well as the emergence of the services economy, 
create a deep change in the way individuals see the others, their 
organisations and therefore how they recognise themselves. This crisis 
- e.g. transition - in recognition mechanisms is an important stimulating 
perspective for understanding the whole dynamics of capitalism. From 
a microeconomic point of view, to a certain extent, the market - and 
transactions - are now the dominant forms of exerting activities. But 
because of that, individuals are now orphans and seek new spaces 
of recognition. Hence the relevance of the concept of community.  By 
community,	we	should	understand	here:	a	set	of	individuals	for	whom	
relationships are governed to different degrees by « Recognition 
mechanisms	».	By	recognition	mechanisms,	we	should	understand	the	
way individuals are inserted in different spheres of socialising.  This 
is one of the roles of the family. But on a more global scale, this is 
the role of nations. Finns recognise other Finns without any necessary 
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mechanisms	 of	 explicitation.	 So	 do	 the	 French,	 Germans	 and	
Japanese.  Recognition mechanisms also played an important role in 
large	corporations	during	the	1960s	and	1970s.		IBMees	recognised	
other IBMees as IBMees. So did people from Alcatel, and other large 
organisations. But now, due to outsourcing, networking and continuous 
restructuring, such mechanisms of recognition are deeply challenged. 
To be more explicit, individuals are now orphans, hence their search 
for new spheres of recognition, hence again the importance of 
communities as a substitute, or at least as a complementary way of 
endowing	 individuals	 with	 what	 has	 been	 named	 by	 Giddens,	 the	
“ontological	security”.		Recognition	is	therefore	an	important	concept	
for understanding the dynamics of socio-economic systems on a very 
global scale. Recognition mechanisms refer here to the set of policy, 
managerial and technical instruments developed by organisations in 
order to respond to the individual search for recognition. To a certain 
extent, as Honneth underlined it, the problem we faced in France with 
suburban areas can be explained by strong weaknesses in social 
recognition of people living in these areas, by the whole French 
society. 

 This concept of recognition, which has been developed by Hegel (in 
his earliest work at Iena), and recently elaborated by French and 
German	philosophers	(Ricoeur,	Honneth),	are	central	to	the	elaboration	
of a critical theory of present and future societies, and therefore 
for	building	new	social	 links;	 in	brief,	 for	 searching	a	new	path	 for	
happiness in societies.   As I have said, Finns are Finns because they 
recognise others as Finns. They form a natural community.  A natural 
community is therefore a set of people who spontaneously recognise 
the others as fellows. Villages, Cities, Regions, and Nations are natural 
communities, shaped by history. Beside these form of communities, I 
will distinguish a new form of community that emerge basically due to 
the transformation of large companies, as well as to the emergence of 
new forms of social-economising outside the traditional vertical form.

	 Figure	1:	Transaction	regime	versus	Community	regime
 

	 I	will	distinguish	then	three	forms	of	emerging	communities:	
	 •	 Constrained	Communities,	 e.g.	 communities	 to	which	 individuals	

belong basically because transactions costs are so high for them 
under the transaction regime. Typically such a regime can be 
–	and	 is	already	 -	perfectly	applied	 to	a	network	of	experts	
or knowledge gurus. These individuals will exchange contacts, 
references, websites citations and reputation, in order to increase 
their market power. They do so because they do not have the 
choice, nor do they have the resources and time to afford 
concluding	contracts;

	 •	 Quasi-Organic	 communities.	 	 These	 communities,	 while	 leaving	
under the transaction regime, develop norms and behaviours 
corresponding	to	those	of	communities	as	they	have	been	defined	
by	Tönnies.		This	is	specifically	the	case	for	Linux	Community	in	the	
IT areas, but also for other communities of knowledge exchange. 
This also might apply to local communities such as districts, cities 
or villages. 

	 •	 Organic	Communities.	These	communities	are	still	to	be	happening.	
Under the organic communities, there is a full confusion between 
the individual and the group.  
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1.2 Dynamic capabilities of communities 
 The concept of dynamic capabilities has been centric in the strategic 

literature over the last ten year. Several scholars put forward the 
argument that beyond the importance of intangible resources, - as 
they have been emphasised by the Resource-Based View, dynamic 
capabilities are the adapted lever for articulating and combining 
intangibles	in	a	very	idiosyncratic	(e.g.	specific)	way.	

 As Eisenhardt and Martin (2000) made it clear, dynamic capabilities 
are basically a set of processes dedicated to articulating resources 
and competencies within companies. For instance Toyota system for 
product	 development	 or	 Cisco’s	 approach	 to	 competences	 building	
and	 articulating	 around	 its	 web	 site,	 or	 Nokia’s	 development	
processes.	 In	 one	 word,	 dynamic	 capabilities	 might	 be	 defined	 as:		
“The	ability	to	integrate,	build,	and	reconfigure	internal	and	external	
competencies	 to	 address	 rapidly	 -	 changing	 environments”	 (Teece,	
et	 al.	 1997).	 Dynamic	 capabilities	 are	 also	 consider	 as	 a	 way	 of	
articulating	different	pieces	of	 intellectual	capital	 (Ståhle	&	Ståhle,	
2006).		More	recently	Teece	(Teece,	2009)	provided	a	reformulated	
conceptual	framework	around	three	dimensions:	1)	seizing	and	sensing	
external	 opportunities;	 2)	 Translating	 these	 opportunities	 internally	
including	by	mobilising	resources	(e.g.	investment)	and	3)	developing	
and implementing internal processes.

 If we agree on this perspective, then the message for policy makers 
at	a	high	level	becomes	very	clear:	beyond	your	view	of	what	your	
country’s	positioning	and	 specialisation	 should	be	 in	 the	 future,	 you	
have	to	define	a	set	of	capabilities	to	be	bundled	together,	in	order	
to make your vision happen in concrete terms. These capabilities are 
considered as dynamic, which means that they should allow combining 
continuously	existing	or	forthcoming	nation’s	tangible	and	intangible	
resources	in	a	very	unique	way;	and	they	should	also	be	eligible	for	
continuous change. This is basically what the literature tells. And this 
concept is very stimulating for business and policy action, at a very 
high strategic level. 

	 But	from	a	Community	perspective,	this	definition	should	be	extended,	
by taking into account the recognition dimension as well as the 
emotive dimension (especially with regards to collective positioning 
in space and time). Therefore, from a community perspective, a 
dynamic	capability	can	be	defined	as:	«	the	ability	of	a	community	
to build its architectural and mental resources, consisting in the way 
these communities continuously renew and articulate their transaction 
and recognition spheres, according to their Members (and leaders) 
beliefs	and	positioning	in	space	and	time	».	It	is	this	ability	that	will	
allow	 Malaysia	 to	 find	 a	 new	 path	 for	 development,	 beyond	 its	
existing intangible resources and capabilities. This refers naturally 
to the emotive dimension of performance, which creates sense of 
collective action and allows building congruence with world demands 
and expectations, in terms of products, services, images and societal 
modelling.

	 Therefore,	 via	 dynamic	 capabilities,	 hence	 defined,	 we	 should	
understand the way a form of a community (a Nation such as Malaysia 
for instance) articulates its present intellectual capital with pieces of 
intellectual capital not built so far. 

	 If	 we	 agree	 on	 this	 definition,	 then	 the	 question	 of	 public	 policy	
can be considered from a different angle. In particular, one of the 
most	important	issues	will	concern	the	way	public	policy	–	and	more	
generally national strategies - will articulate Natural communities 
(Nations,	 Regions,	 Cities)	 strategies	 with	 emerging	 communities’	
governance	(figure	2).	It	is	the	role	of	dynamic	capabilities	to	proceed	
as such.  For instance, if we consider the clustering process now 
adopted	by	most	nations	(the	66	already	labelled	“competitiveness	
clusters”	in	France,	for	instance),	it	 is	clear	that	such	a	clustering	will	
only succeed if its conditions of functioning are clearly in congruence 
with the rules of governance of  the knowledge economy, including, 
among others, those related to emerging communities.  For instance, 
what type of recognition mechanisms should be implemented for the 
development	of	new	community	works	within	and	around	clusters?	If	
unstable	–	e.g.	spot-	communities	become	largely	active	on	a	global	
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scale- how can a nation contribute to these communities and get the 
best from them in terms of knowledge, and also in terms of branding 
products	and	services?	

 New entrepreneurship and new IPR rules might also be needed. In 
concrete terms, this means clearly that if the vertical organisation 
(the large multinational one) is no longer the dominant way of doing 
business,	and	if	a	great	share		of		jobs	in	the	service	economy	will	be	
located in self-employed, or in in-between organisations (different 
jobs	 with	 different	 status),	 prototyping	 actions	 are	 expected	 and	
needed from national policy agendas. 

	 Figure	2:	The	articulation	between	Natural	communities	and	Emerging	
communities

3.3 The knowledge territories perspective
 The knowledge territory concept is referred to here to delineate the 

geographical	dimension	of	knowledge	flow	among	different	players.	
It is an umbrella concept designed towards integrating different 
geographical concepts used at different layers, but not often with 
great	 clarity:	 knowledge	 cities	 and	 knowledge	 regions,	 primarily.	

But the knowledge territory concept goes beyond these, since it 
aims	at	articulating	other	territories	to	these:		knowledge	Diasporas,	
knowledge markets and networks (KMN), and the virtual world. It 
is	 designed	 towards	 seizing	 conditions	 for	 knowledge	flow	 creation	
and dissemination among different spaces, being physical or virtual 
or both. Knowledge territories are the new ecosystems for modeling 
and designing policies in the knowledge economy. But this umbrella 
concept	is	still	to	be	refined.	

 This presupposes a critical review of what has been conceptually 
proposed	so	far:	 	 starting	with	 the	concept	of	knowledge	economy,	
and	 then	 going	 further	 towards	 sub-layers	 concepts	 such	 as:	 the	
knowledge city and the knowledge regions and their associated 
instruments	 (the	 living	 labs,	among	others).	Based	on	 the	critique	of	
these analytical instruments, it will be possible to give substance to 
an	 integrative	 concept	 –	 the	 knowledge	 territory	 -	 and	 therefore	
to design the policy instruments most adapted to the necessity of 
integrating different layers of decision making. Intangible resources 
are the main ingredients for value creation in digital territories. 

 II- Dynamic capabilities of  Malaysia and the 2020 perspective 

 For the 2020 perspective, how can Malaysia develop ad hoc 
capabilities to adapt to these new forms of organising in the 
knowledge	economy?	From	these	developments,	we	can	delineate	why	
the concept of dynamic capabilities is of high interest in the context of 
Malaysia’s	strategy	for	entering	the	knowledge	economy.		

 There is no doubt that Malaysia achieved high levels of performance 
over	the	last	30	years:	A	remarkable	growth	rate,	with	a	slowdown	
during	 the	 last	 period	 (5%	 per	 annum	 2000-2007;	 against	 7.3%	
during	 the	 1990s);	 high	 achievements	 among	 the	 middle	 income	
countries;	an	economy	driven	by	the	accumulation	of	physical	capital	
and	the	dependency	on	low	cost	as	competitive	advantage;	growth	
of services replaced manufacturing as the main source of growth since 
2000.
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 But it is still characterised by structural weaknesses, which denotes the 
importance for the country of mastering ad hoc dynamic capabilities.  
related to a weak mastering of dynamic capabilities. Some of these 
capacities are internal whereas the others are related to its external 
links. 

	 Those	of	the	main	structural	weaknesses	are:
	 •	 low	 innovation	 capacities	 (measures	 by	 R&D	 spending	 /GDP:	

0.71%,	as	well	as	by	the	low	value	added		production	structure);	
	 •	 a	domestic	patent	dominated	by	foreign	residents;	
	 •	 a	small	size	of	people	engaged	in	research;
	 •	 a	strong	presence	of	bureaucracy;
	 •	 a	low	leveraging	of	its	societal	variety.

 Malaysia also lost the ground in relative terms in terms of knowledge 
economy	 (with	a	KEI	of	6.07	 in	2009	compared	 to	6.12	 in	1995),	
against other similar countries such as Singapore, Hong Kong, Slovak 
Republic	(The	World	Bank	Institute	Data).	

 These attest to the fact that - if we except the ICT pillar and production 
infrastructure - the conditions for building strong autonomous 
knowledge capacities are not yet there. 

 Dynamic capabilities of Malaysia and the 2020 perspective   
 It is worthwhile for Malaysia to look at successful and meaningful 

value	 systems	 across	 the	World:	 Finland,	 Singapore,	 South	 Korea,	
and UAE (see the contribution by Jean-Eric Aubert in this volume) to 
determine what types of dynamic capabilities helped these countries 
to	 succeed.	 There	 are	 common	 characteristics	 for	 success:	 the	 four	
pillars approach (education, ICT, innovation ecology and so on), the 
self	 confidence	 posture	 and	 the	 fact	 that	 the	 knowledge	 agenda	
is coordinated strategically at high level. But these are of course 
dynamics of capabilities of the past, and it is of high importance to 
develop a forward looking approach. 

	 Figure	3
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	 Dynamic	capabilities	suggested	here	have	been	defined	based	on	the	
analysis of the knowledge economy characteristics as an organisational 
system. These are recommended for consideration on the agenda of 
most	of	the	countries,	but	with	natural	specificities	in	terms	of	content	
and action programming. Two types of dynamic capabilities are to be 
considered	and	articulated:	those	of	an	individual	nature,	and	those	
of a community (collective) nature. 

 Figure 4. Dynamic capabilities of Malaysia and the 2020 perspective

	 Individual	centric	capabilities:	
	 •	 Individual	 entrepreneurship	 -	 since	 individuals	 will	 play	 a	 key	

role in the new community capitalism. Individual centric assets 
are important, including for the emergence of a creative class 
(Florida, 2002).

	 •	 Venture	 capital	 reinforcement.	 This	 is	 an	 important	 ingredient	
for the knowledge economy agenda. Venture capital is one of 
the	levers	to	be	amplified	for	reinforcing	Malaysia’s	autonomous	
knowledge.

	 •	 Individual	assets	building.		This	is	clearly	related	to	the	first	point.	
Entrepreneurship is essential, including within large organisations, 
as well as within society (the societal innovation issue). Individuals 
are centric in such a process. 

 Community capabilities 
	 •	 Community	building	&	bridging.		New	forms	of	communities	are	

essential for the new capitalism. New generations are used to 
work in digital communities, and new form of governance of 
collective intelligence is emerging. 

	 •	 Building	autonomous	knowledge.	This	is	essential	for	achieving	the	
objectives	of	the	knowledge	economy	2020	agenda.		Malaysia	
needs to build a strong autonomous national knowledge, based 
on R&D outputs (patents, knowledge assets), and creativity (the 
creative	class,		the	emergence	of	local	brands,	etc);	

	 •	 Amplifying	 the	 external	 link.	 China	 and	 India	 are	 building	 a	
substantial part of their knowledge strategy on diasporas. 
Malaysia	 has	 also	 diasporas	 outside,	 as	 well	 as	 diversified	
communities inside. These should be bridged externally so as to 
reinforce  and amplify the Malaysian external link, for achieving 
the	2020	objectives;

	 •	 Amplifying	 the	 internal	 links.	 	 Moreover	 and	 specifically	 in	
the case of Malaysia, amplifying the internal links  is also an 
important	 capabilities	 to	 be	 considered	 :	 internal	 links	 among	
communities,	internal	links	among	generations;

	 •	 Branding	the	country.		Here	is	the	issue	is	to	brand	Malaysia	as	a	
knowledge	society	recognised	as	such	worldwide:	Malaysia	as	a	
knowledge	hub,	benefitting	from	a	unique	positioning	in	Asia.	
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	 •	 Projecting	 the	 Image	 of	 Malaysia	 outside.	 	 This	 of	 course	 is	
related to the previous issue. 

	 •	 Education	 reform.	 As	 it	 has	 put	 forward	 in	 Pirjo	 Stahle’s	
contribution, it is important for Malaysian education system to 
more towards a real learning and cross-learning approach. 

III. Conclusion 
 In this chapter I tried to put forward the importance of dynamic 

capabilities as a policy instrument for decision making.  Dynamic 
capabilities as a concept are centric to the new form of organising in the 
knowledge	economy:	the	community	regime.	For	Malaysia,	therefore,	
it	 is	 important	 to	define	policy	 instruments	 the	most	adapted	 to	 the	
knowledge	economy	characteristics.	Specific	dynamic	capabilities	are	
listed here for consideration, for the Malaysian 2020 perspective. 
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Japan’s IAbM program and innovation policy, some 
lessons for Malaysia

Takayuki Sumita
Chairman,	WICI	(World	Intellectual	Capital/Assets	Initiative)

1. Introduction
 It	 is	 now	widely	 recognized	 that	 innovation	 is	 a	 key	 factor	 for	 the	

future of the world economy and each society or country, regardless 
of the development stage. In other words, innovation is important 
not only in developed countries but also in developing countries. In 
Malaysia,	the	first	part	of	the	New	Economic	Model	was	published	on	
March	30th,	2010.	The	eight	initiatives	for	the	strategic	reform	have	
many elements related to innovation. Also, the initiative to strengthen 
the knowledge and infrastructural foundation for growth aims, as a 
whole,	at	promoting	innovation.		When	these	initiatives	lead	to	trigger	
a dynamic change in the mind set of Malaysian people and will be 
implemented	effectively,	it	would	promise	that	Malaysia	can	flourish	
in the era of the knowledge economy.

 As many people know, Japan and Malaysia as Asian countries have 
developed the same or similar culture, philosophy, tradition and 
religion. Therefore, I believe, some experiences in Japan related to 
innovation can be shared by Malaysian people, and can contribute to 
the future of Malaysia based on the commonality in sense of value. 

2. Challenges in the modern society
 After the collapse of the traditional world order represented by the 

Cold	War	between	the	East	and	the	West,	the	world	was	dominated	by	
capitalism. Looking back at what happened after that, we can easily 
find	that	the	realization	of	textbook	“capitalism”	has	generated	many	
kinds of distortion in the world society. The most symbolic problem 
caused by it is, needless to say, money oriented capitalism where 
financial	capital	gets	 the	freedom	of	activity	without	any	discipline,	
and where the world economy focuses too much on money as the 

central destination of interests. There, they only see the short-term 
profit	of	companies,	with	less	attention	to	the	origin	of	long-term	or	
sustainable value creation supported by each cultural and traditional 
background.	Also,	such	an	economy	generates	the	situation	of	‘winner	
takes	all’	in	a	short	period,	resulting	in	‘loser	abundant’	society	where	
there are huge social unrest and unhappy people.

	 Under	 this	 circumstance,	 diversified	 and	 long-lasting	 characteristics	
of people, regions, companies and countries might be killed or 
undermined. Therefore, sustainable social growth rarely happens, and 
poverty is widely diffused in any society. 

3. The way to overcome these challenges
 In order to change this situation, we need a new type of concept 

of	 capitalism	which	 focuses	 less	 on	 short-term	profit	 or	money	with	
a certain consistency with the logic of the market. This new concept 
should	fit	 the	mentality	 of	Asian	people	who	emphasize	 respect,	 a	
step by step approach in attaining a certain goal, and continuation. 
Therefore, Malaysia and Japan, as Asian countries, should take the 
lead in such a change.

	 More	concretely,	we	need,	first,	to	respect	the	capability	of	a	person,	
a company, a region or a nation to create new values in a different 
way	from	that	of	others;	secondly,	to	identify	the	essential	elements,	
which	 are	 usually	 non-financial	 factors,	 for	 its	 own	 value	 creation	
mechanism;	and	 thirdly	 to	persuade	market	participants	 that	 those	
factors are sustainable, add value and that each player in the market 
has its own way of creating values. This idea of allowing various types 
of value creation model would be the basis for really substantial 
innovation and sustainable society where many people feel happy.

4. Direction and initiatives taken by Japan
 For the purpose of promoting the new concept of capitalism rather 

than money oriented capitalism, we have made a lot of effort to pick 
up	‘intellectual	assets’	as	non-financial	elements	of	value	creation	and	
‘management’	for	creating	added	value	through	effectively	utilizing	
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those assets, and to diffuse the notion of intellectual assets-based 
management (IAbM) to companies and to the public since 2004 in 
Japan.

 This approach is an alternative to the traditional corporate 
management	 method	 which	 focuses	 only	 on	 short-term	 financial	
performance. However, this also maintains the focus on corporate 
performance as a return to various kinds of input to the company 
by stakeholders, because it is still the real interest for stakeholders. 
Based	on	this	common	idea,	the	concept	of	IAbM	modified	the	notion	
of performance by extending the term from a short one to a longer 
one.	 In	 other	 words,	 it	 focuses	 on	 sustainable	 profit	 or	 long-term	
profit	 based	 on	 intellectual	 assets	 which	 last	 longer	 than	 financial	
assets.	 This	 structure	 of	 common	 basis	 and	 modified	 concept	 could	
establish a sophisticated methodology for evaluating the real value 
of a company, including the longer-term one, through generating a 
common recognition of value creation and sustainable development 
of the company between the management and stakeholders. 

 This concept allows companies to live with its own characteristics and 
its own competency, many of which derive from human factors of the 
company. In such a sense, it aims to transform capitalism to become 
a characteristics-oriented or human-oriented concept rather than a 
money-oriented one.

 In line with this idea, the Japanese government has attempted to diffuse 
the concept of IAbM and create a new type of business reporting 
framework for companies to share their own idea of management 
with	stakeholders	as	an	alternative	to	traditional	financial	reporting,	
in	cooperation	with	academics	and	business.	(http://www.meti.go.jp/
policy/intellectual_assets/english.html)	The	guideline	on	 IAbM	which	
METI	published	in	2005	was	the	first	attempt	to	present	a	framework	
for	 a	 new	 type	 of	 reporting	which	 integrates	 financial	 and	 critical	
non-financial	elements	with	an	ample	and	narrative	explanation	on	
corporate	 management	 for	 utilizing	 them	 to	 create	 short	 and	 long	
term	value.	Also,	Japan	has	led	the	international	initiative	such	as	WICI	

(World	 Intellectual	 Capital/Assets	 Initiative:	 www.wici-global.com)	
or actively participated in global forum such as New Club of Paris 
(www.new-club-of-paris.org). The ultimate goal of these activities is 
to establish a new framework of corporate reporting through which 
people can easily understand the substance of companies focusing 
more	on	non-financial	or	human	aspects,	and	believe	in	the	concept	
of human oriented capitalism where winners are abundant based on 
its own capabilities and various types of sustainable activities, as an 
alternative to money-oriented capitalism.

5. Application to SMEs
 It is common in Japan and Malaysia that many parts of economic 

activities	 are	 occupied	 by	 small	 and	 medium	 sized	 enterprises	
(SMEs).	Without	their	vitality,	both	countries	cannot	imagine	their	own	
prosperity in the future. Therefore, in promoting IAbM for the purpose 
of	 realizing	 the	 human	oriented	 capitalism,	we	 should	be	 conscious	
that such a methodology of IAbM should be applicable to SMEs.

 In this context, we decided to modify the original IAbM guideline 
published	in	2005	mainly	for	listed	companies,	in	order	for	SMEs	to	
utilize	 it,	 and	 to	 implement	 the	 modified	 version	 for	 them.	 For	 this	
purpose,	the	government-related	organization	for	supporting	SMEs,	or	
SMRJ	--	Organization	for	Small	and	Medium	enterprise	and	Regional	
Innovation	--	compiled	a	manual	for	IAbM	in	2007,	and	a	guideline	
for	implementing	IAbM	in	2008.	Moreover,	a	committee	attached	to	
the	 Financial	 Service	 Agency	 summarized	 a	 report	 which	 stressed	
the relevance of IAbM reports in relationship banking, which was 
mainly	directed	to	the	person	in	the	financial	industry	who	evaluates	
the	management	in	2008.	In	2009,	METI	(Ministry	of	Economy,	Trade	
and	 Industry)	 presented	 a	 report,	 ’Key	 to	 finance	 based	 on	 IAbM	
evaluation’).

	 However,	it	is	difficult	for	an	SME	to	examine	IAbM	by	itself	without	
any	 instructions.	 Therefore,	 in	 Japan,	 we	 utilized	 the	 mechanism	
of	 ‘SME	 evaluators’	 who	 coach	 SMEs,	 based	 on	 their	 capabilities	
certified	by	 the	government,	 through	 raising	 their	 understanding	of	
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IAbM in order to diffuse the practice of IAbM by SMEs. As a result, the 
management capabilities of some SMEs have improved more with the 
help provided by coaches around them than by a simple application 
of	government	policy	in	a	one-size-fits-all	manner.

	 This	tells	us	that	the	first	step	for	Malaysia	might	be	nurturing	coaches	
who	can	guide	SMEs.	To	utilize	the	experience	in	Japan	might	be	a	
short cut for raising capabilities of SMEs in Malaysia, starting from a 
guideline or manual as a textbook for instructors.

6. To lead the innovation era
	 When	an	SME	 can	 succeed	 in	 implementing	 IAbM	and	establishing	

a	stable	and	unique	way	for	value	creation,	it	might	become	a	front	
runner of innovation. In Malaysia, it is said that people tend to rely 
upon the government and that they have few intentions of making 
their own way by themselves. However, in the era of the knowledge 
economy, it is impossible for the government to identify a single solution 
as a success model. Therefore, each company needs to identify and 
establish their own way of value creation in order to succeed in an era 
of	diversified	sense	of	value.	The	more	SMEs	have	such	a	mentality,	
the	more	will	the	Malaysian	economy	flourish	in	a	sustainable	way	in	
the era of knowledge economy.

 At the same time, we need to be aware of the transformation of 
modern	 innovation.	 First,	 most	 innovation	 cannot	 be	 realized	 only	
from	 a	 company’s	 own	 technologies	 and	 knowledge,	 due	 to	 the	
fact that technology has become more and more complicated and 
that	 the	 customer	 needs	 and	 wants	 have	 diversified.	 Therefore,	 a	
company cannot provide what is really needed and asked for without 
knowledge	 and	 technology	 belonging	 to	 others.	 That’s	 why,	 ‘open	
innovation,’	 which	 means	 a	 new	 type	 of	 innovation	 process	 where	
various people and companies concerned interact with each other, 
has	been	recognized	as	more	and	more	important.	

 The second aspect of the transformation of innovation relates to the 
change	where	 consumers,	 having	been	more	 satisfied	 in	 a	physical	

sense, have got more access to various kinds of information in the 
information era and insisted on their own sense of value rather than 
stereotyped ones. In this situation, supplies need to appeal to potential 
wants which are common to a certain number of people, rather 
than visible needs. In other words, they need to provide products or 
services	to	which	people	say	‘These	are	what	we	wanted!’	Therefore,	
the	 innovation	 process	 needs	 to	 be	 modified	 toward	 getting	 more	
involvement	 of	 users	 from	 the	 beginning.	 This	 is	 called	 ‘democratic	
innovation,’	 which	 is	 also	 one	 specific	 type	 of	 open	 innovation.	 At	
the	same	time,	democratic	 innovation	requires	more	knowledge	and	
technology which exists outside of a company. 

7. Policies for stimulating innovation
 Needless to say, policies need to respond to this kind of transformation 

of innovation. In Japan, we have already tried to implement several 
new types of innovation policies. This experience in Japan can also be 
shared by Malaysia in a constructive way.

 In many cases, open innovation is not easy for Asian people who focus 
heavily	on	their	own	organization	and	are	not	good	at	collaborating	
with people outside of it. However, one of the characteristic aspects 
of Asian culture is that people have a strong curiosity for outside 
knowledge as well as the capability and wisdom to compromise, and 
these can be an advantage for them to execute open innovation. The 
most important element of open innovation is the change of the mind 
set	 of	 people	 toward	 communicating	 with	 different	 organizations,	
people of different cultures and inspiring each other to create an 
innovative idea.

 To promote this kind of change in the mind set, the Japanese 
government,	 since	 2006,	 has	 been	 urging	 people	 to	 create	 and	
utilize	 an	 ‘intellectual	 café,’	 where	 diverse	 people	 gather,	 express	
many kinds of knowledge, inspire each other, bring about a fusion 
or	convergence	of	knowledge,	and	finally	create	an	innovative	idea.	
Of course, such an innovative idea does not always occur, yet the 
possibility of occurrence of it in an intellectual café would be higher 
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than	 that	 in	 other	 places.	 Government	 cannot	 directly	 intervene	 in	
the	 specific	 process	 of	 knowledge	 interaction,	 but	 collect	 successful	
examples of intellectual café-like places with a certain innovative 
atmosphere,	analyze	the	factor	of	success	or	failure	of	those	real	or	
virtual places, and raise awareness on the importance of it through 
an international or national symposium. Needless to say, it is a key for 
success for a company to include customers in such a café in order to 
realize	democratic	innovation.

 Also, it is evident that outside resources exist more in other countries 
than inside the country, as you can easily count the number of people 
outside and inside the country. Therefore, global collaboration 
could	also	be	a	beneficial	 tool	 for	 innovation.	However,	 in	 the	case	
of global collaboration, communication should be through not in our 
mother tongue but in English. It is also a common big challenge for 
Japanese and Malaysian people to raise the capability for thinking 
and speaking in English.

8. Policy innovation
 It is said that, in Malaysia, people do not dare to try to create a 

disruptive innovation, because most of them feel comfortable with 
their daily lives, and actually succeeded in overcoming several crises. 
In order to depart from this situation, the most important thing is to 
change	the	mindset	of	people,	yet	it	cannot	be	easily	realized	only	if	
the government advocates so.

 One of the ways to tackle this issue is that the government, which is 
usually thought to be most conservative, shows an innovative attitude 
in its policy. The most symbolic example of recent policy innovation in 
Japan	should	be	the	‘eco	point	system’	introduced	in	2009.	This	system	
is very simple in that the government gives consumers eco points which 
are convertible to eco products, when they purchase home appliance 
electric	products	with	high	energy	efficiency	(see	the	chart	in	details).	
However, this system has a lot of innovative elements.

 First, the point system is very popular in private sectors, yet it is 
very	 unique	 that	 the	 government	 manages	 a	 specific	 point	 system.	

Also,	 this	 measure	 was	 taken	 for	 the	 purpose	 of	 triple	 benefits	 of	
reducing energy consumption and accelerating the recycling of 
electric products(environmental policy), stimulating the economy 
(macro economic policy), and speeding up the diffusion of digital 
broadcasting	(broadcasting	policy).	Therefore,	this	is	the	joint	work	of	
relevant ministries which usually have narrow views and focus only on 
their	own	jurisdiction.

 Moreover, to design this system, we put more emphasis on the 
viewpoint of consumers from the beginning, in order for this system to 
be	widely	accepted	and	utilized	by	more	and	more	consumers.	In	such	
a sense, this is the example of democratic innovation. Especially as this 
system	focuses	on	‘additional	benefits’	when	people	consume	in	a	wise	
and sustainable manner. This idea is based on the cultural element that 
Japanese	people	really	like	such	kinds	of	surprise	benefits.

 Also, this system has a connection with the existing regulatory systems 
of labeling and of recycling, though the eco-point system itself is not 
a regulatory one. More concretely, consumers can be given eco points 
only	when	 they	purchase	highly	efficient	products	with	more	 than	4	
stars	according	to	a	5	stage	grading	and	labeling	system.	They	are	
also	given	additional	points	when	they	pay	the	recycle	fees	subject	to	
the	‘Law	on	recycling	consumer	electronic	products.’

 
 Moreover, this system is extendable to other areas outside of home 

appliance electric products. This system was already transplanted to 
the	housing	industry	in	summer	2009,	when	the	Ministry	of	Land	and	
Transportation introduced a new eco-point system applicable to eco 
housing. In the area of public acceptance concerning this system, we 
devised an extraordinary way of gradual publication of the details, 
aiming at raising public interest in this system. Newspaper articles and 
TV programs related to this system were published almost daily. Thanks 
to	this	press	coverage,	we	could	enjoy	cost-free	PR	of	this	enormous	
system, resulting in smaller number of problems in implementation, 
due to consumers being already educated by the media program. 
These are the examples of innovative elements of eco point system in 
Japan.
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 It is true that in Malaysia, there is a similar system to promote sales of 
eco-friendly home appliance products. Therefore, there is some room 
for	Malaysia	 to	utilize	such	a	system	as	a	good	example	of	policy	
innovation.

 In order to raise the innovativeness in policy making, training policy 
makers	is	essential.	Though	the	Japanese	government	has	no	specific	
facilities to do so, there are some in Europe like the mind laboratory 
or	future	centers	organized	by	governmental	institutions.	These	should	
be very good examples where Malaysian people can learn from the 
experiences of raising the innovative capability in policy makers.

9. Conclusion
 Japan has many experiences which could contribute to the 

development of Malaysia in the era of the knowledge economy. This 
chapter	focused	on	the	following:

	 •	 Diffusion	of	the	concept	of	IAbM	and	its	implementation
	 •	 Cultivation	 of	 coaches	 to	 help	 SMEs	 to	 reform	 their	 own	

management
	 •	 Encouragement	of	activities	like	intellectual	cafés	to	help	people	

to get accustomed with the process of open innovation and 
democratic innovation

	 •	 Implementation	of	policy	innovation	such	as	the	introduction	of	an	
eco point system

	 •	 Creation	of	future	centers	or	mind	laboratories	for	policy	makers	
to be trained.

	 Malaysia	is	a	country	which	has	advocated	the	idea	of	‘look	east.’	For	
the	country,	policies	in	the	‘east’	contained	in	this	chapter	could	be	good	
examples to be shared, and it is urgent that it should implement them 
in order to change the mind set of people as well as the government. 
I hope that Asian countries including Malaysia and Japan can present 
the effect of such an implementation of these policies to the world as 
world leaders in the era of innovation and knowledge economy. 

 Through the process, I hope we can show the evidence that human-
oriented capitalism is more desirable, sustainable and results in more 
happy people in the world, than money oriented capitalism which has 
been prevailing but has proven problematic.
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BNDES – Innovation Activities and IC Measuring

Eduardo Rath Fingerl
Managing Director, BNDES

This	text	will	focus	on	the	experience	of	BNDES,	the	Brazilian	Development	
Bank in dealing with Innovation and Intellectual Capital. To begin with, I 
will give you a brief summary of BNDES, where I am today Managing 
Director,	but	where	I	have	been	working	for	the	last	35	years,	beginning	
as	project	analyst	for	petrochemical	industrial	projects.

The	Bank	was	established	in	1952	as	a	100%	state-owned	company	and	
has	 been	 since	 then	 the	 main	 instrument	 for	 the	 Federal	 Government’s	
industrial and infrastructure policies, acting as provider of long-term 
financing.	Beginning	in	the	nineties,	the	Bank	developed	the	function	of	a	
Brazilian	Exim	bank,	with	a	large	portfolio	of	export	financing.	In	order	to	
fulfill	the	demands	of	Brazilian	exporters	and	companies	investing	abroad,	
the BNDES has created several credit lines, offering competitive conditions 
for	the	internationalization	of	Brazilian	companies.	The	Bank	also	provides	
support	for	Brazilian	companies	established	abroad.

The	Bank	has	 the	 largest	equity	portfolio	 in	Brazil	and	by	means	of	 its	
integral subsidiary company - the BNDESPAR (BNDES Participations), the 
Bank is an important factor in strengthening domestic capital markets 
(BMF&BOVESPA)	by	expanding	the	offer	of	securities	and	democratizing	
the ownership of company capital.

Another important function is providing investment credit to micro, small 
and	medium	 sized	 companies,	 in	partnership	with	an	 extensive	 network	
of	financial	agents,	encompassing	all	major	private	banks.	The	Bank	has	
today	a	staff	of	2,402	employees	and	is	headquartered	in	Rio	de	Janeiro.	
Since	November	2009,	a	subsidiary	has	been	established	in	London.

The BNDES is one of the largest development banks in the world today, 
with	 total	assets	reaching	US$222	billion,	 loans	outstanding	of	US$162	
billion,	an	equity	investment	portfolio	of	US$53.3	billion	and	a	net	income	

of	 US$	3.9	million.	 Disbursements	 reached	a	 peak	 of	 US$71	billion	 in	
2009.

This disbursement record must be understood in the context of credit 
supply	growth	by	state-owned	banks	during	the	credit	squeeze	that	began	
in	September	2008.	During	the	crisis,	state-owned	banks	increased	their	
credit massively, with federal support, and BNDES alone was responsible 
for	37%	of	credit	growth	from	September	2008	to	January	2010.

Where	 innovation	 and	 intellectual	 capital	 are	 concerned,	 the	 Bank	 has	
come	a	long	way.	During	its	first	30	years,	the	Bank	was	focused	mainly	
on Industry and Infrastructure, providing long-term credit to a process of 
import substitution, as a means of transforming a traditional agricultural 
society into a modern industrial country. By the end of the eighties, the Bank 
was	mobilized	by	successive	governments	to	lay	down	the	groundwork	for	
the	modernization	of	the	Brazilian	economy.	The	competitive	integration	of	
Brazil	in	an	era	of	global	integrated	markets	was	a	mission	of	the	Bank	
and	 it	 was	 appointed	manager	 of	 the	 Brazilian	 Privatization	 Program,	
which attracted huge foreign direct investments to the country. Today, we 
have included the formation of an intellectual based society as a goal for 
our	actions,	 together	with	 the	 reduction	of	 social	 inequalities.	 These	are	
among	Brazil’s	main	challenges	today.

Before	entering	the	subject	of	BNDES’s	action	itself,	I	need	to	make	some	
preliminary	 remarks	 regarding	 Brazilian	 scientific	 and	 technological	
production,	 just	 to	 show	 that	we	 already	 have	 a	 basis	 to	work	 on:	 the	
country	has	a	large	network	of	incubators	of	technology	firms,	more	than	
400,	with	6,300	firms	linked	to	these.	And	we	answer	for	more	than	3%	
of	the	global	production	of	indexed	scientific	papers.	The	challenge,	then,	
is not of material to work with, but one of coordination of politics directed 
towards innovation. There are many actors involved, more than 20 Federal 
Institutions	dealing	in	some	way	or	another	with	the	subject.

The establishment of innovation as a priority in BNDES is based on several 
instruments	of	financial	support	and	today	we	have	a	portfolio	of	US$3.5	
billion,	consisting	of:	
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a.	 debt	or	equity	to	investment	in	firms	strategically-focused	in	intangible	
assets (Innovation Capital Line)

b.	 debt	 or	 equity	 to	 specific	 Projects	 (Tech	 Innovation	 and	 Production	
Innovation Lines)

c.	 debt	 or	 equity	 based	 on	 sectoral	 issues	 (PROSOFT,	 PROFARMA,	
PROTVD, PRO-Aeronautics, Pro Engineering Lines)

d. VC/PE Funds
e. seed Money funds (CRIATEC Fund)
f.	 small	and	medium	companies	 (BNDES	Card)	supporting	certification	

and conformity assessment services, innovation, design, technological 
extension and software

g. non refundable funds to research institutes in areas of national interest 
(BNDES FUNTEC Line)

BNDES’s	role	in	equity	participation	covers	all	company	sizes,	from	seeds,	
start-ups, early stage companies, emerging companies and established 
companies launching IPOs in the capital markets. For each company stage, 
there are programs designed to help, beginning with CRIATEC, Venture 
Capital	funds,	Governance	Funds	and	support	to	IPOs.

Special	attention	is	given	to	equity	participation	at	innovative	SME’s.	BNDES	
has	invested	directly	US$550	million	in	106	SME´s	and	has	structured	40	
funds	up	to	2010	(private	equity	and	venture	capital).	BNDES´s	Committed	
Capital	 is	US$1.2	billion	 of	a	 total	 of	US$	4.5	billion.	More	 than	200	
companies have invested through VC/PE/Seed Funds.

In the very special case of CRIATEC, a seed money fund created by 
BNDES, and managed by a private company, Antera, the Bank is the 
major	investor,	with	total	committed	capital	of	US$55	million.	It	is	a	Seed	
Fund	with	dedicated	staff,	operating	 in	8	 innovation	clusters	around	 the	
country.	Almost	US$20	million	was	 invested	up	 till	 now	 in	26	companies	
(Biotechnology,	Agribusiness,	IT,	Medical	equipment	and	Nanotechnology).

To introduce new ideas of investing in intangible assets in BNDES was not 
an	easy	task.	The	Bank	historically	had	been	wholly	directed	towards	fixed	
asset formation. Opportunities for change are through initiatives such as 

the	Rapid	Staff	Renewal:	39%	of	employees	 joined	BNDES	 less	 than	2	
years	ago.	Also,	a	broad	Process	Remodeling	and	IT	Modernization	(ERP)	
is being developed within the Bank, and this facilitates the introduction 
of new analysis parameters. This change of focus involves changing 
from Knowledge Control on a personal basis to a formal Knowledge 
Management	Process	and	aims	at	changing	two	basic	principles:	first,	to	
evolve from creditworthiness to Financial Soundness based on Competences 
and	Intangible	Assets.	And	second,	to	move	from	Project-Based	Analysis	
to Corporate Strategy Analysis. To implement this, an IC Methodology has 
been developed in the last three years.

This	IC	methodology	aims	at:
•	 Improving	 the	 way	 BNDES	 evaluates	 firms	 (clients),	 inserting	

measurements	for	non-financial	features.
•	 providing	an	instrument	for	Knowledge	Management	based	on	formal	

processes,	which	demands	the	collection	of		information	on	firms	and		
“collective	work”,	for	different	aspects	of	the	firm	to	be	understood,	
meaning Risk View, Strategic View and Policy Priorities and, thus, 
providing	support	to	the	Board’s	Decisions	and	Strategies

To implement the methodology, two necessary ingredients must be brought 
together:	board	sponsorship	and	collective	development.	With	this	in	mind,	
we	could	go	forward	in	the	following	steps	of	the	methodology:
•	 1st:	Team	Set	Up	(including	expert	assistance)
•	 2nd:	 Literature	 Review	 &	 Defining	 Concepts	 (competitiveness,	

competences, intangible assets)
•	 3rd:		Instrument	Development.	(Measurement	Parameters,	Criteria	for	

Evaluation)
•	 4th:	Test	Case	(21	firms)
•	 5th:	Negotiation	&	Revision
•	 6th:	Process	Design	&	Roadmap	Definition
•	 7th:		Formal	Approval	&	Implementation

The	first	results	showed	us	the	sectoral	driving	forces	to	be	considered	in	
the competences and intangible assets analysis, and their relative weight. 
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They	are:
•	 Corporate	strategy
•	 External	relations
•	 Corporate	governance
•	 Production	and	innovation
•	 Human	resources
•	 Financial	policies

Presently,	 we	 are	 integrating	 the	 methodology	 in	 the	 Bank’s	 analysis	
routines.	 It	has	been	applied	 to	12	firms	every	month	since	March,	with	
100 people already involved. A process of training and endomarketing 
was	launched	and	500	people	were	trained	in	1	year.	Also,	the	necessary	
IT	 support	 was	 needed	 and	 a	 specific	 application	 within	 the	 Bank’s	
operational system was tailored.

The	question	of	changing	the	mindset	of	an	institution	with	the	size	and	the	
history of BNDES is something very complex. The process of introducing 
IC	 and	 Innovation	 among	 the	 set	 of	 variables	 considered	 in	 the	 Bank’s	
analysis is a tough one and takes time. But we are confronted now with 
new challenges that we must take into account, to foster the process of 
modernization	of	the	Bank.	Continuous	growth	of	disbursements	has	been	
our	goal	in	the	recent	years,	in	order	to	fulfill	our	mission	of	becoming	the	
main investment credit provider of the country. But we must also think of 
quality	of	disbursements,	since	we	are	chasing	a	more	equally	developed	
society. Of course IC measurements are contained in this path, once the 
formation of an intellectual based society is probably the fastest way to 
reduce poverty. But the 21st century brought us a new challenge, one of 
considering new analytical metrics to contemplate environmental issues. If 
we	look	at	the	investments	forecasts	in	Brazil,	it	shows	that	oil	and	gas	will	
constitute	16.3%	of	total	industry	investments.	So,	a	major	concern	in	the	
Bank	 is	 to	discuss	 the	 introduction	of	“green”	disbursements	and	this	will	
be another complex task. As Managing Director of Environmental Area 
of BNDES I am in charge of not only fostering these discussions within the 
Bank, but I am also responsible for the environmental agenda of the Bank, 
which includes some new products that are worth discussing here.

The	 first	 of	 them	 is	 the	 BMF&BOVESPA	 Carbon	 Efficient	 Index,	 a	 joint	
initiative	of	 the	Bank	and	the	Brazilian	stock	market.	This	will	be	a	new	
Stock	 Index	 based	 on	 Brazil	 Index	 50–IBrX-50,	 which	 is	 composed	 by	
the	50	most	actively	 traded	BMF&BOVESPA	 stocks.	 The	 index	portfolio	
will	be	based	on	the	firm’s	efficiency	on	emissions	of	greenhouse	gases.	
The	present	 stage	 is	of	 inventories	 collection	–	 real	or	estimated	by	an	
accredited consultancy.

In	terms	of	investments,	the	Environmental,	Venture	Capital	and	Private	Equity	
Areas	have	so	far	invested	in	15	Innovation	and	Environmental	Funds	that	
total more than US$1 billion. One of them is Fundo Brasil Sutentabilidade 
-	FBS,	where	BNDES	is	the	anchor	investor.	It	was	the	first	private	equity	
fund	 in	Brazil	exclusively	focused	on	supporting	companies	with	projects	
generating carbon credits under the Clean Development Mechanism of 
the	Kyoto	Protocol.	It	provides	technical	expertise	in	implementing	projects	
generating carbon credits. As an innovation compared to other private 
equity	funds,	 the	FBS	has	performance	fees	determined	not	only	by	the	
financial	results,	but	also	by	the	generation	of	carbon	credits.

Another environmental action was the Fundo Vale Florestar, a Private 
Equity	Fund:	it	is	one	of	the	largest	reforesting	funds	in	Brazil,	with	equity	
of	US$300	million	to	be	invested	by	2015.	The	purpose	of	the	Fund	is	to	
rehabilitate	deforested	or	degraded	areas	in	the	Amazon	Region	through	
recovery and regeneration of native vegetation combined with industrial 
forests	 plantation.	 The	 investors	 are	 BNDES,	 Vale,	 the	 Brazilian	 global	
Mining Corporation and other important pension funds.

Finally,	some	words	about	a	non-market	Fund	that	is	of	utmost	importance:	
The	Amazon	Fund.	The	original	proposal	for	this	Fund	was	presented	by	
the	Brazilian	government	in	Bali,	Indonesia,	in	December	2007.	The	idea	
was to create a mechanism to support efforts to reduce deforestation in 
the	Amazon.

The	goals	were:
•	 to	promote	the	continuous	and	consistent	decrease	of	the	deforestation	

rate	in	Brazil;	
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•	 to	 transform	 the	 reduction	 of	 emissions	 from	 deforestation	 into	 a	
system	to	fund	the	conservation	and	sustainable	use	of	forests;	

•	 to	 promote	 an	 initiative	 that	 demonstrates	 the	 feasibility	 of	 the	
mechanism for incentives to reduce deforestation emissions and make 
the forest more valuable than the alternative use of land.

	 The	Amazon	 Fund	 is	 a	 BNDES	 account,	 not	 included	 in	 the	 federal	
budget, managed directly by the Bank and with a guidance committee 
that	is	responsible	for	establishing	the	norms.	Its	objective	is	to	raise	
donations	for	non-reimbursable	investment	in:

•	 Preventing,	monitoring	and	combating	deforestation
•	 Promoting	 forest	 preservation	 and	 sustainable	 use	 of	 the	 Amazon	

biome

The working mechanism of the fund is based on independent deforestation 
statistics, measured by satellite pictures. Emissions avoided are based on the 
deforestation reduction compared to the 10-year average deforestation 
rate	 (average	 is	 revised	 every	 five	 years).	 If	 the	 deforestation	 rate	 is	
higher than the average rate, the Fund will not be able to raise new funds 
in that year.

The	statistics	for	deforestation	in	the	Amazon	determine	the	capacity	of	the	
Amazon	Fund	to	raise	new	donations.

The Fund is the largest REDD mechanism in the world and has already 
received a donation of US$100 million from the Norwegian government. 
The	 BNDES	 announced	 this	 year	 the	 projects	 that	 will	 receive	 non-
reimbursable	 funds	 using	 this	 first	 installment	 provided	 by	Norway.	 The	
BNDES is already in negotiations with other donors to raise additional 
funds.

Conclusions and Recommendations
Finally, I would like to bring out some issues that aim to open windows for 
increasing cooperation between the two countries. 

Malaysia	and	Brazil	 have	 in	 common	a	geographic	position	 that	allows	
both parties to be important players in tropical forest management. 
Malaysia	 is	 the	 world	 leader	 in	 palm	 production	 and	 Brazil	 is	 looking	

to increase sustainable palm plantations directed towards bio-diesel 
production.	Investments	and	cooperation	in	this	field	would	be	welcomed	
in	Brazil.	In	the	forest	sector	also,	BNDES	in	Brazil	is	managing	the	Fundo	
Amazonia,	mentioned	above,	and	this	is	an	important	field	of	cooperation	
between two countries with still huge tropical standing forests. 

In view of the rapid growth in the green energy and technology sectors 
in	both	Malaysia	and	Brazil,	and	considering	that	increasing	sustainable	
business	depends	a	lot	on	international	cooperation,	this	is	a	field	where	we	
should go forward to sustain an important and promising public dialogue.

In the high technology area, both countries have assembled a recent 
but considerable Information Technology industrial basis and so, public 
mechanisms to encourage growth in the sector should be discussed 
between government agencies. The experience of Malaysia in IT offshore 
outsourcing	is	of	utmost	interest	to	Brazil,	as	well	as	the	results	of	the	MSC-
Multimedia Super Corridor.

The experience of BNDES, as the main long term credit supporter in the 
country,	with	annual	disbursements	reaching	US$801	billion	should	be	of	
interest	to	Malaysian	authorities.	Also	within	BNDES’	experience,	it	should	
be	displayed	the	role	of	the	Bank	as	the	main	equity	investor	in	Brazilian	
Capital	Markets	(BMF&Bovespa).	In	this	regard,	focus	can	be	on	the	Bank’s	
experience as venture capitalist, supporting innovative SMEs, as well as 
provider of seed money to newborn tech companies.

Public	dialogue	between	Malaysia	and	Brazil	could	be	held	as	a	way	to	
increase business and investments between two countries, apparently so 
different but with important common issues, whose potential have not been 
explored.

BNDES is eager to participate in these efforts and I can foresee a 
Memorandum of Understanding (MOU) to be signed between the Bank 
and	the	proper	Malaysian	Government	Institution,	as	a	starting	point.
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Abstract:	This contribution is based on the experience gained in European 
countries, mainly Austria and Germany, on how to introduce a “knowledge 
agenda”. The concept of knowledge politics, though still in status nascendi, 
currently emerges in different places mainly driven by a next generation of 
societal and political entrepreneurs. 

This article is closely related to recent work by P. Stahle and especially to her 
concept of the so called ACSI platform and program. The distinct approach 
explained in this chapter is motivated by the fact that Austria’s society, 
different from Finland, but in this respect much closer to Malaysia, has a 
self understanding induced by traditional concepts of hierarchies and ranks. 
Any political strategy for transforming into the future knowledge society 
with a cultural background made by such tradition therefore needs to be 
implemented by well conceived and well structured and efficient models for 
change – both in structures and processes, development of human potential 
as well as in social communication. Since the options of methods for making 
such change happen are manifold, this contribution explains a selection of 
them tried out in practice.

1. A Rationale for Knowledge Politics
 
 1.1 The foundations in economy politics developed in Malaysia 

for 2010ff
	 	 When	the	Round	Table	of	The	New	Club	of	Paris	on	invitation	of	

Perdana Leadership Foundation took place in Kuala Lumpur mid 
of June 2010, the government and the political class of Malaysia 
were engaged in a broader debate of the freshly published 
Malaysia	 Plan	 for	 the	 years	 2011	 to	 2015.	 Since	 one	 of	 the	
functions of the Round Table is to provide a view from outside 
on the development of a country towards its adoption of the 

concept of the knowledge society, these two streams of discourse 
coincide(d) perfectly in time.

  The 10th Malaysia Plan, in short (Fig.1 and Fig. 2), comprises all 
aspects a future oriented state has to keep in mind in order to set 
its policies for the future. 

 Fig.	1:	The	10th	Malaysia	Plan:	The	essentials	(courtesy	to	“the	Sun”,	
June 11th, 2010)



49Bridging	the	Knowledge	Divide:
Building the Malaysian Link

	 Fig.2:	The	10th	Malaysia	
Plan:	Key	strategic	measures	
(courtesy	to	“the	Sun”,	June	
11th, 2010)

	 	 Screening	 through	 the	 whole	 document	 of	 450	 pages	 the	
observation is that no current paradigmatic aspect has been left 
out. The plan is a perfect compilation of an advanced state-of-
the-art	 planning	 document:	 Not	 only	 that	 all	 aspects	 in	 policy	
making have been covered, but also no current methodological 
practice	 in	 “good	 governance”	 has	 been	 left	 out	 in	 setting	
measures for preparing the future of the country.

  This statement is to be taken as a plaudit for the great efforts 
and endeavors having been invested in this oeuvre and for its 
conclusions, i.e. the policies set in further developing the country 
for the future.

  Through the glasses of an expert in knowledge economy, the 
following	objectives	need	to	be	singled	out	from	the	statements	
dispersed	in	this	plan:

  Malaysia shall enable and invest into …
	 	 …	 “non-physical	 infrastructure”	 which,	 translated	 into	 the	

terminology of a knowledge economist would mean investment 
into	human,	structural	and	relational	capital	(Fig3.)	providing	for	
scientific,	intellectual,	technical,	societal	and	financial	services.

	 	 Fig.	3:	Standard	categorization	of	“intellectual	capital”
	 	 …	innovation-led	growth,	which	first	hand	means	financing	new	

business ideas and new technologies to be transferred into 
marketable products and services

  … raising graduate competence, which shall be achieved by 
turning education universities into research universities

Human Capital

Structure Capital

Relations Capital

6.	Reporting
(WiBi)

5.	Controlling

4. Risk
Management

3.	Accounting

2.Development

1.Strategy

Intellectual
Capital

Management

Source:	based	on
ICM	Arbetsgruppe	02.	Marz	2009,		Berlin
Dipl kim. Claua Nagel



50
Bridging	the	Knowledge	Divide:
Building the Malaysian Link

  … developing and retaining (next generation) talents not least 
by offering them competitive working conditions especially 
in	 comparison	 to	 “brain	 pulling”	 nations	 both	 in	 the	 next	
neighborhood	as	well	as	in	trans-pacific	locations.

 
	 	 …	to	draw	competitive	advantages	from	the	country’s	diversity	in	

its	ethnic,	social	and	religious	/	ethnic	“multiversity”	enabling	for	
finding	concepts	and	solutions	in	products	and	services	covering	a	
broader cultural spectrum than can be expected from competing, 
but culturally locked-in countries, eventually overcoming 
unsuccessful path dependencies.

  
	 	 Stating	that	 the	“10MP”	is	perfect	reflection	on	how	to	run	the	

country	 in	 its	development	also	may	raise	questions,	what	may	
have been left out from this plan and what, from a knowledge 
economist’s	point	of	view,	would	need	further	iterations	to	extend	
such plan towards a national knowledge society and knowledge 
economy strategy.

  The observations about changes in societies and resuming 
paradigms	governing	future	economy	–	certainly	with	different	
characteristics,	 time	 sequences	 related	 to	 a	 different	 cultural	
environments	 –	 have	 been	 predicted	 by	 economists	 and	
management visionaries since 40 years, as did Peter Drucker, 
having	 created	 the	 notion	 of	 the	 “knowledge	 worker”	 as	 the	
protagonists of our age. 

  The epiphenomena of this currently virulent revolution in all 
developed	and	developing	societies	are:

	 •	 The	rejuvenation	in	the	workforce	especially	in	Malaysia	(in	
contrast to European countries)

	 •	 Tendencies	towards	better	and	higher	education	and	thereby	
making knowledge to become the key issue in all domains of 
society and economy

	 •	 The	over-average	growth	in	service	economy	and	especially	
in knowledge based services, what has been called the 

dematerialization	of	industry.	In	reality,	this	does	not	mean	to	
leave material production, it rather addresses that material 
production will be mastered with more intelligence and by 
applying knowledge. This will be implemented by means 
of automation, liberating workforce from unacceptable 
conditions	and	optimizations	with	respect	to	savings	in	energy,	
protection of environment and increase in productivity and 
quality.

	 •	 The	completion	of	the	“immaterial	infrastructures”	converging	
towards	a	100%	ICT	based	service	supply.	

	 •	 The	change	in	social	communication,	especially	by	means	of	
social	networking,	by	tendency	also	“undermining”	traditional	
ways of communication and thereby also sapping outdated 
“command	and	control”	management	philosophies

	 •	 The	growing	need	for	entrepreneurship,	not	only	for	business	
but also in societal and political management.

  These changes can be diagnosed from statistics on changes in 
industry and professions especially in urban environments and, 
with	some	delays,	also	 in	rural	areas.	So	called	“cool”	cities	 in	
Europe being highly attractive for young generation professionals 
show strong tendencies with respect to the venue of the so called 
“creative	class”,	its	“creative	hotspots”,	“soft	workers”	(e.g.	web	
programmers or software engineers), also indicated by the 
widening gap between a few large corporations employing 
thousands of people and smallish knowledge intensive producers 
either acting as one-person-shops or small cooperatives of 
“creative	commons”.

	 	 From	the	specific	experience	in	Austria	resuming	from	a	project	
introducing national intellectual capital reporting as one effective 
method for paving the way for the change in competencies, the 
discoveries	about	the	nature	of	such	needs	are	reflected	in	the	
following	table:
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	 	 Table	 1:	 New	 business	 culture	 in	 and	 new	
competences for the knowledge society on 
its	different	levels	(quoted	from	the	Austrian	
Knowledge Report)

  One conclusion from a first line reflection 
of the “10MP” is, that it contains dozens 
of excellent concepts, “stratagems” and 
policy measures, but it lacks the explicit 
notion of a knowledge policy based on 
explicit knowledge politics.

 1.2 Making the Difference: Politics for 
designing Policies

  The conclusive statement above needs further 
elaboration:	A	plan	such	as	the	“10MP”	is	a	
large	collection	–	and	it	explicitly	says	so	–	of	
policies in the different domains of political 
responsibilities. This responsibility usually is 
reflected	in	the	structure	of	the	government’s	
organization,	 usually	 divided	 into	 ministries	
and their departments.

	 	 Knowledge,	 its	 creation,	 acquisition	 and	
use	 by	 definition	 shall	 be	 understood	 as	 a	
process crossing disciplines, structures and 
responsibilities. The nature of knowledge 
to	 be	 “transdisciplinary”	 makes	 it	 difficult	
in	 practice	 to	 define	 a	 national	 knowledge	
strategy,	since	this	would	require	to	overcome	
traditional structures, i.e. to overcome the 
divisions	 of	 “possessions”,	 since	 political	
leaders consider their area of responsibility 
as	e.g.	“their”	ministry	as	their	or	their	party’s	
principality. Such division e.g. into different 
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sections such as for education, science, technology, innovation, 
industry, economy etc., however, is counterproductive for making 
the change towards a knowledge society happen. 

  (South Korea, e.g. has composed a new ministry from existing 
ones	calling	it	now	“Ministry	of	Knowledge	Economy”	(MKE).	It	is	a	
major	branch	of	the	South	Korean	government	and	it	is	concerned	
with regulating economic policy, especially with respect to the 
industrial and energy sectors. The ministry also is responsible for 
encouraging Foreign Direct Investment (FDI) in Korea.) 

	 	 Whereas	 policy	 is	 defined	 by	 (derived	 from	 Wikipedia)	 “as	
a principle or rule to guide decisions and achieve rational 
outcome(s). The term is not normally used to denote what is 
actually	done;	 this	 is	 normally	 referred	 to	as	either	procedure	
or protocol. Policies can be understood as political mechanisms 
arranged	to	reach	explicit	goals”,			politics	is	defined	to	be	“a	
process by which groups of people make collective decisions. The 
term is generally applied to behavior within civil governments 
... It consists of social relations involving  authority or power and 
refers to the regulation of a political unit, and to the methods and 
tactics	used	to	formulate	and	apply	policy”.

  The interrelation between politics, policies, vision and strategy in 
the case of Malaysia allusively may be concluded from Fig. 4.

  The important difference is, that policies are more or less 
prescriptions to be implemented, explaining on which principles 
what measures need to be performed in order to move a 
decided	agenda,	whereas	politics	describes	a	“living	space”	for	
discourses and processes within which principles and policies are 
being	 developed.	 It	 is	 evident,	 that	 “10MP”	 is	 the	 result	 of	 a	
political	process,	 in	the	background	of	which	stands	the	“Vision	
2020”	for	Malaysia	being	itself	an	outflow	of	the	“philosophy”	
of	 the	 “New	Economic	Model	 for	Malaysia”	dating	back	 in	 its	
origins 20 years from today.

	 	 Fig	4.:	A	visual	taxonomy	of	the	terminology	used	in	this	chapter

	 	 In	Europe,	the	notion	of	“knowledge	politics”	has	been	invented	
only recently and, giving an analysis how it emerged - both 
in academia and in practice - it was and still is induced from 
bottom-up. 

  Nico Stehr, a Fellow of the Center for Advanced Studies of the 
Humanities, started at the beginning of this century to do research 
on the transformation of modern societies into knowledge societies 
and associated developments in different social institutions of 
modern society (e.g. science, politics, and the economy). In 2002-
2003	he	was	Visiting	Professor	at	the	University	of	Vienna.	This	
has some meaning, since Austria, beginning with its countrypersons 
Joseph	Schumpeter	in	the	30s,	Ludwig	Wittgenstein	(not	being	an	
economist,	but	exercising	strong	influences	by	his	“philosophy	of	
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logic”),	as	well	as	mathematician	Kurt	Goedel	whose	insights	may	
lay the grounds for metaphors on the incompleteness of logic 
systems,	Nobel	Prize	awarded	economist	F.	August	v.	Hayek	in	the	
40s	and	50s,	positivist	Karl	Popper	in	the	50s	and	60s,	as	well	as	
Peter Drucker in the whole 2nd half of last century, prepared the 
intellectual	grounds	for	a	“science	of	knowledge”	and	for	societal	
research	–	although	this	discipline	is	not	yet	filed	as	an	academic	
faculty	of	its	own.	Whereas	these	personalities	contribute(d)	by	
basic research thinking on the upcoming knowledge society, a 
group constituted under the leadership of Prof. Ursula Schneider 
in	 Graz	 in	 the	 1st	 decade	 of	 this	 century	 started	 to	 develop	
practical	methods	for	analyzing	and	directing	organizations	and	
bodies	and	even	regions	to	become	“knowledge	conscious”	and	
“knowledge	steered”.	 In	principle	 this	means	 that	“the	 increase	
in	 knowledge	 capital”	was	 suggested	as	 now	a	major	guiding	
parameter	for	managing	an	organization’s	or	a	region’s	future.	
This	 is	 also	 the	 core	 idea	 the	 author,	 once	 U.	 Schneider’s	 co-
worker and co-inventor of the now Europe-wide applied model 
in Intellectual Capital Reporting (which in Austria has become 
a legal obligation), has put in the center of his continuing 
elaborations.

  Parallel to this stream in founding the new discipline of knowledge 
politics,	study	projects	have	been	set	up	only	recently	under	the	
chairmanship	 of	 Prof.	 Peter	 Pawlowsky	 in	 Germany.	 The	 most	
prominent	 founders	of	a	new	discipline	 “Intellectual	Capital	of	
Nations,	Regions	and	Communities”,	Ahmed	Bounfour	 in	France,	
now holding a university chair explicitly devoted to this domain, 
and Leif Edvinsson, the pioneer in Intellectual Capital Reporting, 
are	both	actively	driving	scientific	works	and	studies	towards	the	
foundation of a discipline of knowledge politics.

	 	 Knowledge	 Politics,	 by	 the	 definitions	 in	 place,	 can	 be	
understood…

  … as a combination of different domains of politics, also being 
represented by different institutions such as ministries, especially 
in education, science, R&D, industry etc.

  … as a combination of different academic disciplines such as 
Sociology, Philosophy, Politics, Computer Science (IT) etc.

  … by its covering of many aspects in a holistic & integrated way, 
to	be	of	 special	 interest	 to	 citizens	with	 respect	 to	 their	 future	
working life and working conditions in the knowledge society 

	 	 …	to	have	the	objective	to	increase	the	competence	of	citizens,	
organizations	and	the	society	in	order	to	create	their	own	future	
in a sustainable and self-determined way, 

  ...  providing for roles for people that take responsibility for the 
implementation	 of	 the	 knowledge	 agenda	 –	 e.g.	 implemented	
through a so-called knowledge partnership community constituted 
many stakeholders  

  … and usually is documented by what today is called 
“supplementary	 reports“	 such	 as	 “Intellectual	 Capital	 Report“,	
“Social	Capital	Report“	or	“Extra	Financial	Report“,	etc.

	 	 The	 German	 initiative	 which,	 by	 personal	 overlaps,	 is	 closely	
related to the Austrian agenda directed towards a knowledge 
society, started from a discussion on controversies in society which 
as well may provide a starting analysis for a similar discussion 
Malaysia:	 Contradictions,	 dilemmas	 and	 conflicts	 in	 today’s	
societies	in	Europe”	(Fig.5).

	 	 Fig.	 5.:	 Dichotomies,	 contradictions	 and	 dilemmas	 in	 today’s	
societies in Europe 
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	 	 The	Round	Table	for	Austria	in	2009	suggested,	to	spend	more	
interest	in	so	called	“meta	disciplines”	as	drivers	for	the	intellectual	
reformation	of	universities.	“Knowledge	Economy”,	“Complexity	
Research”,	“New	System	Research”	or	“Societal	Research”	might	
be	emerging	disciplines,	or,	in	a	new	wording	:	“transdisiciplines”	
to be recommended to be established as being constitutional for 
a	 modernized	 university	 agenda	 –	 and	 such	 recommendation	
also would hold for Malaysia.

  The	 conclusion	 from	 the	 preceding	 discussion	 may	 be:	 Since	
societies, especially in a highly dynamic country as is Malaysia, 
are undergoing fast change driven by next generation 
intellectuals, fresh talents and societal & political entrepreneurs, 
considerations are suggested to be made on how to establish 
“knowledge	 politics”	 as	 a	 new	 paradigmatic	 form	 of	 politics.	
One	characteristic	of	such	new	politics	will	be	to	involve	citizens	
in a more participative way not the least by the use of ICT based 
communication.	Such	reformation	in	politics	shall	synchronize	with	
new disciplinary approaches in education and research, e.g. by 
forming new directions and disciplines in universities when they 
transform to also become research universities.

	 	 Introducing	a	new	“movement”	with	the	aim	to	raise	consciousness	
on political and societal levels on the importance of introducing 
consolidated	“knowledge	politics”	was	and	still	is	a	cumbersome	
enterprise. So far it took some ten years of initiatives and it is still 
not	completed.	Fig.6	gives	a	survey	on	the	sequence	of	actions	
taken by few handful of personalities and supporting volunteers.

  Fig.	6.:	The	major	initiatives	taken	for	motivating	countries	first	to	
prepare	and	then	to	adopt	the	idea	of	“knowledge	politics”	(and	
consecutively) knowledge policies)

  It must be admitted that in Europe, besides leading Scandinavian 
countries	such	as	Finland	or	Denmark,	no	major	nation	has	taken	
explicit measures to develop a true and consistent national 
agenda	 towards	 “knowledge	 politics”	 –	 despite	 the	 fact	 that	
both the European Union by its so called Lisbon Agenda since 
the beginning of the century and all European countries claim, 
that the age of knowledge society has arrived and that a future 
economy	will	be	knowledge	based.	Major	 impulses	 come	 from	
supra-national	organizations	as	are	the	United	Nations	(e.g.	by	
their	e-Government	Survey	2008),	OECD	 (e.g.	by	 their	 studies	
on	 Intellectual	 Capital	 of	 Nations),	World	 Bank	 (e.g.	 by	 their	
rankings	 based	 on	 knowledge	 related	 indicators’	 of	 nations	
or by their annual conference on Intellectual Capital), or the 
European	Commission	(e.g.	through	their	High	Level	Expert	Group	
(RICARDIS)	or	the	INCAS	project).

Steps so far taken for the  

introduc2on of "Knowledge 8oli2cs9 

In Europe 
1.  Europe 

        ‐ Ricardis (a founda*on project for the NCP)  

           … Efficient Working Group 

           …  resul*ng recommenda*ons to the EC 

           … INCAS = Europ. method in IC analysis 

2.    Finland 

       ‐  1st Round Table with PM + Parliament 

       →ACSIS Program = Knowledge PlaLorm for  

           educa*ng (future) leaders e.g. in poli*cs 

3.     Austria 

       ‐ dev‘t of a transdisciplinary method for ICR 

          → "Austrian Knowledge Report" 

       ‐ currently uderwayP par*cipa*ve process in 

          deQning a “Strategy for Knowledge Poli*cs“ 

4.  Germany  

       ‐ huge muliSude of (uncoordinated)  

          approaches by central and federal govt‘s 

       ‐ strong focus on educa2on &  

         Intellectual Capital Analysis (“IMO“ project)  

Austrian Knowledge  

Report 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	 	 Quite	 a	 number	 of	 countries	 and	 even	 some	 regions	 –	 one	
excellent	 example	 in	 Germany	 is	 a	 province	 called	 Ortenau,	
located	opposite	to	Strasbourg	/	France,	see	Fig.	7.	-	meanwhile	
have	published	a	“knowledge	report”	following	different	models	
and	methods.	 Further,	 the	World	Capital	 Institute	 in	Monterrey	
has developed a set of criteria by which cities can be evaluated 
to	which	degree	 they	are	eligible	 to	be	 called	a	 “Knowledge	
City”.	

	 	 Fig.	7.:	Example	of	a	regional	IC	Report

	 	 One	of	these	projects	from	the	working	domain	of	the	author	has	
achieved a high level of maturity and consistency in its models, 
methods	and	 reference	 strategy	processes.	 This	project	and	 its	
methodology developed can be considered as a prototype for 
developing a national intellectual capital report. It has been 
developed		for	Austria	and	its	results	are	reported	by	the	project	
owner	 “KM-A”	 and	 has	 been	 condensed	 in	 a	 report	 from	 U.	
Schneider	called	the	“Austrian	Knowledge	Report”.		

	 	 The	 starting	 point	 for	 the	 Austrian	 “strategy”	 was	 somehow	
accidental:	 In	 the	 late	 90s,	 the	 largest	 national	 research	
organization	subsidized	by	public	money	was	close	to	bankruptcy	
and needed to be turned around and redirected. Since the 
financial	analysis	did	not	give	any	indication	how	to	save	it,	the	
management on the basis of the experience of private industry 
in	Scandinavia,	and	in	cooperation	with	U.	Schneider’s	university	
team	developed	a	model	for	arguing	the	“intangible	value”	of	
the	research	organization	under	threat.	This	model	and	the	report	
created through applying this model then became the basis of 
a	methodology	of	“Intellectual	Capital	Reporting”	shortly	 later	
taken	over	by	a	German	 initiative	 (“Wissensbilanz	 –	Made	 in	
Germany”)	and	from	there	spilling	over	to	Europe.	In	this	sense,	this	
IC reporting model became a reference standard. The Austrian 
Government	in	the	course	of	the	renovation	of	its	University	Law,	
since	 2006	 obliges	 all	 universities	 to	 report	 annually	 on	 their	
Intellectual Capital and its change. The universities have to follow 
the criteria of a binding directive setting a national standard 
in	 this	domain	–	an	 idea	which	may	also	be	of	 interest	 to	 the	
Malaysian	 authorities	 exercising	 governance	 on	 the	 nation’s	
higher education and research system and on universities in 
specific.	

  
	 	 In	 the	 course	 of	 the	 project	 aiming	 at	 identify	 the	 intellectual	

capital of the nation (i.e. Austria), it turned out that the model for 
identifying	the	“Intellectual	Capital”	of	organizations	apt	for	IC	
analysis	with	 some	 redefinitions	 in	 terminology,	fits	adequately	
well	for	larger	bodies,	regions	and	even	nations.	(Fig.8).
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	 	 Fig.	8.:	Reference	model	for	analyzing	the	national	IC	in	Austria

  The invaluable advantage of such easy-to-understand model 
is that it guides the discussions in its different model-inherent 
dimensions, and, at the same time fosters to maintain a complete, 
coherent	and	unified	view	on	how	the	nation’s	strategy	towards	a	
knowledge society has to be designed.

	 	 The	“filling”	of	this	model	i.e.	identifying	the	criteria	and	related	
indicators	 for	 “measuring”	 the	 “status	 in	 knowledge”	 has	 been	
prototyped	 by	 involving	 representations	 from	 diverse	 citizens’	
groups. Since in Austria a model of the so called national social 
partnerships	–	industrial	employers	and	chamber	of	economy	on	
the one side and unions and chamber of workers on the other 
side	–	has	proven	to	be	a	beneficial	platform	for	balancing	out	
controversial social interests, this model of a negotiation platform 
was extended by inviting an extended assembly of groups 
representing social, professional, ethnic or religious directions. In 
total	some	20	to	30	of	such	groups	were	identified	and	invited	
to	contribute	in	a	newly	created	“Oval	Table”	serving	as	the	core	
element	of	an	organization	designed	for	producing	the	national,	
in	our	case	the	Austrian	Knowledge	Report		(Fig.	9.)

	 	 Fig.	 9.:	 Organizing	 for	 developing	 a	 national	 IC	 report	 with	
citizens’	participation

  One key instrument for introducing sound Knowledge Politics is to 
aim	at	an	initial	analysis	on	the	“state	of	knowledge”	of	Malaysia.	
The	methods	for	achieving	such	analytical	“picture”	are	manifold,	
but most important is to describe the results in a well structured 
and easy-to communicate way without reducing the naturally 
complex	dependencies	of	all	 its	elements	and	 factors.	 This	 “IC	
reporting	reference	model”	shall	also	serve	for	guidance	in	the	
process of composing the national  IC report. Suggestion is to 
organize	 the	process	 such	 that	every	 citizen	 can	participate	 in	
building	the	IC	“picture”.

3. Lessons learnt and conclusions for Malaysia
	 The	question,	what	a	most	likely	“tipping	point”	strategy	could	be	in	

order to create a momentum in Malaysia favorable for introducing 
knowledge	politics,	is	to	find	out
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	 •	 which	persons	with	a	particular	and	rare	set	of	social	gifts	are	
to	be	addressed	in	order	to	motivate	them	to	“buy”	and	multiply	
the	mission?.

	 •	 what	 shall	 the	 specific	 content	of	 the	message	be	 that	 renders	
its	 impact	 memorable?	 I.e.	 what	 is	 the	 main	 argument	 why	
knowledge	politics	shall	be	introduced?

	 •	 in	 which	 context	 must	 the	 momentum	 be	 created	 since	 the	
conditions and circumstances of times and places in which actions 
shall occur are of importance

	 One	“classical”	setting	is	to	start	-	as	was	arranged	for	Malaysia	in	
2010	-	with	a	Round	Table	organized	with	the	participation	of	The	
New Club of Paris and its Round Table method, inviting leaders and 
opinion makers in economy, politics and science. Complementary to 
this initiation, in extension or independent from it, conferences and 
symposia	 shall	 be	 arranged	 on	 a	 series	 of	 subjects	 related	 to	 the	
key	 theme:	 “How	shall	 the	nation	 conceive	and	manage	 its	 transfer	
into	the	knowledge	society	and	knowledge	economy?”.	An	example	
of such an extension was created by an immediate setting up of 
three seminars with participation of members of The New Club of 
Paris having attended the Kula Lumpur Round Table in 2010. The 
institutions of high reputation inviting for these seminars, which took 
place	 one	day	after	 the	 Round	 Table	 under	 the	 title	 “Bridging	 the	
Knowledge	Divide	–	Building	the	Malaysian	Link”,	were	(1)	the	Asian	
Strategic and Leadership Institute (ASLI), (2) the International Institute 
for	Advanced	Islamic	Studies	(IAIS)	and	(3)	the	Institute	of	Strategic	
and	International	Studies	(ISIS)	–	all	three	covering	and	contributing	
major	aspects	of	Malaysia’s	development	in	the	ethical,	religious	and	
political dimension.

 Once the tone has been set and knowledge politics has gained 
momentum,	the	next	step	might	be	the	foundation	of	a	“Future	Center”:	
This is a space, a platform and a laboratory for developing change 
programs	for	organizations	and	for	the	people	working	within,	there	
struggling	for	solutions,	often	situated	in	conflictual	decision	deadlocks.

 Although this was not planned in a strategic way, Austria today 
may offer experience from its step-by-step approach in creating a 
broader acceptance of knowledge politics (Fig. 10.). Considering that 
the	first	IC	Report	in	Austria	was	published	in	1999,	it	took	10	years	
until the knowledge community so far working in isolation received 
some public recognition. A similar situation holds for the science 
community:	Traditions	so	far	made	it	rather	complicated	to	establish	
new	disciplines	overcoming	old	faculties.	 In	 the	case	of	“knowledge	
science”	this	is	even	more	difficult,	since	this	“discipline”	claims	to	be	
positioned”	beyond”	disciplines,	 because	of	being	 transdisciplinary.	
However, since this novel movement is congruent to social developments 
of the future, those who will pick up these new aspects in science, 
society,	economy	and	politics	will	be	the	winners	of	tomorrow.	What	a	
chance	for	Malaysia!

	 Fig.	10:	Austria’s	step-by-step	approach	to	adopt	knowledge	politics:	
one possible strategy
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	 In	 Summary:	 Malaysia,	 once	 committed	 to	 establishing	 national	
Knowledge	 Politics	 and	 subsequently	 a	 Knowledge	 Agenda	 and	 a	
Knowledge	 Policy	 -	 both	 on	 government	 level	 as	 well	 on	 people’s	
level	-	by	such	process	can	acquire	a	new	identity.	The	country	may	
take	advantage	of	being	an	early	adopter	of	a	“philosophy	of	the	
knowledge	society”	 thereby	making	this	philosophy	compatible	with	
the	country’s	and	its	people’s	mindset	needed	for	mastering	the	future.

 Closing this contribution the author also would like to close a reference 
given in the opening abstract, indicating that Malaysia and Austria 
show considerable similarities, as compiled in Fig. 10. Such potential 
comparison can be taken as an argument in support of a suggestion 
to	mutually	 analyze	 if	 not	 even	 benchmark	 the	 two	 countries	 w.r.t.	
progress	 in	 the	development	 to	become	“knowledge	nations”.	After	
all	experience	gained	in	Europe,	e.g.	when	applying	EU’s	“Innovation	
Scorecard”	comparing	different	nations	in	their	potential		and	progress	
in	their	innovation	policies	or	e.g.	on	global	level	by	applying	World	
Bank’s	Global	Knowledge	Ranking	after	their	“Knowledge	Assessment	
Methodology“,	such	benchmarking	process	provide	strong	incentives	
for driving the change process towards a knowledge economy most 
stringently. Since Malaysia already today has adopted to exercise a 
cycle	of	designing	policies	–	setting	objectives	-	implementing	related	
measures	–	controlling	progress,	benchmarking	as	a	further	step	in	this	
cycle may help to speed up transformation into a knowledge nation

 Fig.	10:	Similarities	between	Austria	and	Malaysia	giving	ideas	for	a	
potential benchmark
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Knowledge networks and markets: Promoting an 
Efficient Knowledge Creation and Flow 

Dr. Piotr Stryszowski
Economist, Organisation for Economic Co-operation and Development 
(OECD)
 
 Background
1. Knowledge is, along with capital and labour, an essential factor of 

economic	growth.	Well	functioning	capital	and	labour	markets	have	
long	 been	 recognised	 as	 necessary	 for	 an	 efficient	 allocation	 of	
resources	and	for	economic	growth:	but	the	movement	of	knowledge	
throughout	the	economy	has	only	recently	attracted	significant,	wide-
spread attention. Traditional analysis has often viewed knowledge as 
circulating as embodied in labour and capital and through unintended 
“spillovers”.	These	are	all	 somewhat	 inefficient	allocation	modes,	as	
embodied knowledge circulates according to rules made for the 
embodying	factor	–	in	this	case,	labour	or	capital	–	not	for	knowledge	
itself;	and	spillovers	by	definition	are	not	controllable,	hence	not	subject	
to decisions that could optimise them. In addition, spillovers do not allow 
the investing party to recoup the cost of producing knowledge, hence 
deterring	investment	in	knowledge	in	the	first	place.	These	inefficient	
modes	 of	 distribution	 are	 a	 consequence	 of	 the	 public	 good	 (non	
rival) nature of knowledge, whose use by one party does not prevent 
simultaneous	use	by	another	party,	making	it	difficult	 to	design	and	
implement mechanisms which provide appropriate incentives to share 
and	circulate	knowledge:	standard	market	mechanisms,	which	require	
exclusivity	of	use,	don’t	apply	to	knowledge	in	a	straightforward	way.	

2. The mechanisms through which to distribute knowledge across the 
economy are changing, largely due to the expansion of knowledge 
production, to the development of information and communication 
technology which facilitate the storage and circulation of knowledge 
and to globalisation, which expands the playground for knowledge 

related activities. The OECD Innovation Strategy calls these 
mechanisms	 “knowledge	 networks	 and	 markets”	 (KNM)	 which	 it	
defines	as	“arrangements	which	govern	the	transfer	of	various	types	
of	knowledge	…	between	independent	parties”	(OECD,	2010).	KNM	
take many different forms and may be formal or informal in nature. 
“KNM	are	extremely	varied:	some	are	essentially	based	on	prices	and	
direct	monetary	transfers	(i.e.	markets);	others	are	based	on	structural	
relations	or	networks;	still	others	are	a	mix	of	the	two”	(OECD,	2010).

3.	 The	circulation	of	knowledge	is	not	new:	skilled	workers	have	always	
been	mobile,	scientific	publications	have	been	available	almost	since	
the invention of the printing press. The novelty today is the scale 
and	 structure	 of	 the	 circulation	 of	 knowledge.	 Through	 digitization,	
the Internet and communities of practice that literally stretch around 
the globe, more knowledge is produced, is available and used than 
ever	before.	As	knowledge	begets	knowledge,	building	structures	–	
physical	and	social	–	through	which	to	circulate	knowledge	easily	and	
fairly becomes a key factor in both economic and social growth.

 Knowledge Flows and Innovation:	 Economic properties of 
knowledge

4.	 General	 definitions	 describe	 knowledge	 to	 be	 the	 theoretical	 or	
practical	understanding	of	a	subject	(Oxford	Dictionary).	According	
to	such	broad	definition	knowledge	can	be	embodied,	i.e.	it	is	stored	in	
and implemented by a particular vector, from which it cannot easily be 
separated:	embodied	in	a	physical	good	(e.g.	in	high	tech	equipment),	
embodied in a person (e.g. skills, expertise, human capital), embodied 
in an organisation (organisational capital). Alternatively, knowledge 
can be disembodied, i.e. it has its own existence, independently of 
its	physical	 carrier,	 it	 is	 intangible:	 it	 can	be	a	database,	a	written	
document	(article,	patent	filing),	any	type	of	blueprint	etc.	Knowledge	
can be tacit (when someone is not aware of the knowledge s/he 
possesses or how it can be valuable to others), or explicit. Explicit 
knowledge	can	be	codified	and	so	that	it	is	more	easily	transmissible	
to many others. 

*	This	paper	is	the	background	to	the	presentation	by	Piotr	Stryszowshi	(Piotr.	Stryszowshi@oecd.org)	made	during	the	New	Club	of	Paris	Roundtable	in	Kuala	Lumpur	on	14	June	2010.	The	content	of	this	paper	is	based	on	the	preliminary	results	of	an	OECD	project	on	Knowledge	Markets	and	Networks.	The	views	in	this	article	are	
those of the author and do not necessary represent the views of the OECD or any of its member countries



62
Bridging	the	Knowledge	Divide:
Building the Malaysian Link

5.	 Such	 broad	 definition	 of	 knowledge	 can	 refer	 to	 a	 fairly	 broad	
spectrum of concepts and ideas. In particular, this term is tend to 
be	 interchangeably	 used	 with	 other	 terms	 such	 as	 “expertise”,	
“information”,	“intellectual	capital”,	“intangibles”	etc.	The	abundance	
of terms is a suggestive signal of methodological and analytical 
challenges. In order to understand what are knowledge networks and 
markets and how do they operate it is important to specify what is 
called with the term knowledge in the context of this study. In this 
report the term knowledge refers only to the intangible, explicit 
knowledge,	which	can	be	traded	separately	of	any	specific	carrier.	
Such	knowledge	is	intangible,	can	be	codified	non-rival	and	sometimes	
can be excludable. All these features of knowledge are presented in 
more details below. 

6.	 Knowledge	 that	 is	 circulated	 and	 exchanged	 through	 the	 KNM	 is	
intangible	and	codified.	It	means	first,	that	the	analysed	knowledge	
cannot be seen, touched or physically measured. It also means that 
knowledge	can	be	codified	in	a	way	that	permits	for	transfer	between	
two	parties	without	any	loss	of	quality.	For	example	a	patent	can	be	
applied by a licensed party in exactly same way it was meant to 
be applied by the inventor and the patent holder. A well-formulated 
solution	(algorithm)	to	a	specific	problem	posted	on	the	Internet	can	
be executed according to the intentions of the posting party. Members 
of	a	 joint	 research	project	 can	present	 the	 relevant	pieces	of	 their	
knowledge	in	a	written	(and	in	most	cases	digitized)	form,	so	that	other	
members	of	the	consortium	can	fully	understand	it	and	benefit	from	it;	
or at least the solution to a particular problem can be formulated in 
such an unambiguous way that it is possible for independent parties 
to contract ex ante on the research which will conduct to this solution.

7.	 Knowledge	is	characterised	as	“non	rival”,	in	the	sense	that	the	use	of	
one piece of knowledge does not prevent the simultaneous use of the 
same piece by another party. This applies of course to disembodied 
knowledge, due to its intangible nature. This can be formulated also 
as the fact that the marginal cost of implementing a given piece of 
knowledge	 is	 zero:	once	an	 invention	was	disseminated,	 there	 is	 no	
need to re-invent it again. That applies for instance to information 
circulating on the Internet. 

8.	 Non	 rivalry	 is	 one	 important	 reason	why	 knowledge	 can	 generate	
spillovers:	once	a	piece	of	knowledge	satisfies	the	standard	economic	
return	requested	by	investors,	it	can	still	produce	further	value	which	
accrues	to	competitors	for	customers,	who	can	derive	further	benefit	
from the knowledge. In terms of social optimum, it is therefore 
preferable that existing knowledge be used by as many agents as 
possible. On the other hand knowledge needs to be produced in the 
first	hand,	including	by	private	parties,	which	requires	resources	to	be	
invested,	which	 in	 turn	 requires	 some	private	 return	 that	most	often	
depends on the ability to exclude users who would not pay some 
price. This tension between optimal use and conditions of investment 
results in a compromise, intellectual property rights (IPR).

9.	 The	 issue	 of	 intellectual	 property	 rights	 that	 de	 facto	 or	 de	 jure	
prevent some parties from using existing knowledge leads to the issue 
of	 “excludability”	 that	 can	 be	 sometimes	 imposed	 on	 knowledge.	
Excludability means that the owner of a piece of knowledge can 
prevent	certain	parties	(people,	firms)	from	using	it.		Means	used	to	
assure excludability can be technical (e.g. protection of access by 
passwords), legal (copyright, patent) or organisational (keeping 
knowledge secret). Excludability is a key condition for knowledge 
to have private monetary value. Otherwise, as anybody can freely 
use it without control, the willingness of users to pay for knowledge 
significantly	 shrinks	and	depends	mostly	on	 the	ease	of	 knowledge	
acquisition.	The	public	domain	is	a	major	example	of	non	excludable	
knowledge. Public domain knowledge can be used free of monetary 
payment, but of course access to this knowledge could involve 
some monetary or non monetary costs (for example cost of internet 
connection;	or	the	time	devoted	for	searching	the	right	information	in	
the middle of mountains of irrelevant information, like a needle in a 
haystack, etc.) 

10. Another property of knowledge that makes it different from other 
physical factors is that knowledge can be accumulated over time. 
Unlike other factors when used and applied, the stock of knowledge 
instead of shrinking tends to grow. New knowledge is created based 
on old stock, new discoveries rely on current level of science, new 
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ideas	 originate	 from	 yesterday’s	 experience.	 This	 clearly	 stems	
from the fact that knowledge is non-rival and de facto it is virtually 
impossible to destroy a given piece of disembodied knowledge. The 
fact that knowledge can be accumulated over time gives a sense to 
the notion of knowledge capital. Unlike physical capital, knowledge 
capital is not depleted when it is used.

 The importance of knowledge flows for innovation and productivity

11.	 The	 unique	 properties	 of	 knowledge	 imply	 that	 the	 notion	 of	
“knowledge	 circulation”	 is	 somewhat	 different	 from	 the	 notion	 of	
“circulation	of	goods”.	Unlike	physical	goods	knowledge	can	circulate	
and be kept at the same place simultaneously. It means that a piece 
of knowledge can be shared, between an initial user and a new 
one. New users of knowledge do not necessarily crowd out existing 
ones.	Hence,	knowledge	flows	or	knowledge	transfer	can	also	reflect	
knowledge sharing. In the following, we will in general refer to the 
notion	of	“transfer”	when	the	initial	owner	loses	at	least	some	of	the	
rights to use the knowledge s/he transferred, and to the notion of 
“sharing”	when	 the	 recipient	 joins	 the	 initial	 owner	 in	 the	ability	 to	
use the knowledge.  For instance, we could say that an invention is 
transferred	from	a	university	to	a	firm	when	the	latter	purchases	the	
corresponding patent. Conversely a database is shared between two 
parties when both agree to have access to it.

12. Non-rivalry has a direct implication when one thinks in economic terms 
about the allocation of knowledge across the economy. The allocation 
of	 physical	 goods	 and	 factors	 is	 unique	 in	 the	 sense	 that	 a	 given	
tangible good or factor can be only in one place at a time. The issue 
is	 to	find	what	the	best	place	 is	for	each	single	factor	and	identify	
what economic mechanism, what type of market or administrative 
mechanism, will lead to this situation. In the case of knowledge, it can be 
used in several places at a time. The issue is not to determine what the 
best place for a given piece of knowledge is, but all the places where 
this	piece	of	knowledge	can	be	used	efficiently	(taking	into	account	
all types of direct or indirect costs). In view of this essential difference, 

it is to be expected that the mechanisms allocating knowledge across 
the economy will differ deeply from those allocating tangible goods 
and factors. 

13.	 Knowledge	flows	arise	whenever	 two	 separate	 entities	 (individuals,	
universities, companies etc.) engage in transferring or sharing 
knowledge.	Knowledge	flows	are	essential	both	to	innovation	and	to	
production	 processes,	 which	 all	 require	 access	 to	 knowledge	 as	 an	
input. Inventions are born out of the combination of existing ideas, 
data	 and	 insights	 (Weitzman	 1998),	 which	 are	 initially	 separate	
and need to be put together for new ideas to emerge. Co-operation 
between scientists aims at exploiting complementary skills, at sharing 
data	files,	at	 cross-checking	findings	etc.	Multi-disciplinary	 research	
is	a	case	in	point,	as	it	 involves	mobilizing	knowledge	from	scientific	
fields	which	are	far	apart.	Businesses	cooperate	with	each	other	 in	
order to exploit complementary knowledge and competences residing 
in	 different	 firms.	 University/industry	 partnerships	 typically	 aim	 at	
translating fundamental inventions made in an academic context into 
products	 with	 a	market,	 embodying	 the	 specific,	 more	 downstream	
competences	of	firms.	All	these	cases	involve	the	transfer	or	the	sharing	
of knowledge. 

14.	 Hence	 easier	 conditions	 for	 knowledge	 flows	 will	 foster	 innovation.	
They will allow a better exploitation of complementarities across 
innovative	 entities,	 hence	 boosting	 the	 collective	 efficiency	 of	 the	
involved	 innovators.	 For	 instance	 IT	 equipment	 like	 mobile	 phones	
requires	 putting	 together	 inventions	 from	 many	 different	 firms,	
which	 is	 facilitated	by	various	 types	of	 co-operations:	 joint	R&D,	 IP	
sharing,	common	technical	standards	etc.	In	addition,	knowledge	flows	
encourage	a	division	of	innovative	labour,	i.e.	a	deeper	specialization	
of	innovators	(as	each	one	can	use	other’s	findings	as	an	input	and	does	
not need to invent all features of the new invention him/herself), which 
is	a	factor	of	 improved	efficiency.	Similarly,	new	drugs	 increasingly	
result	 from	 the	 joint	 work	 of	 biotech	 companies	 (specialised	 in	 the	
identification	and	analysis	of	genetic	pathways)	and	pharmaceutical	
companies (which know more on the effects of drugs on human health). 
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Complex	 products	 like	 airplanes	 (e.g.	 the	 Airbus	 A380)	 involve	
complex structured supply chains made of hundreds of businesses, 
each	contributing	its	own	innovations.	Finally,	knowledge	flows	make	
possible a broader, more diverse use of existing competences and 
knowledge, beyond the uses or applications foreseen by the sole 
proprietor:	 a	 skilled	biotech	 expert	 can	apply	 his/her	 ingenuity	 to	
solving a problem raised by a chemical company, a new material 
invented	for	airplanes	can	find	use	in	bicycles.	

15.	 The	circulation	of	knowledge	is	also	essential	to	productivity	growth,	
as inventing and manufacturing goods are two distinct activities, which 
rely	on	quite	different	competencies	and	facilities.	Users	of	inventions	
can be manufacturing companies with little or no internal capacity 
to innovate but a strong ability to assemble and market products. 
Knowledge	flows	allow	companies	to	specialise	in	what	they	are	best	
at	doing;	they	allow	inventions	to	be	implemented	by	others	than	the	
inventor, who is not necessarily good at manufacturing and marketing 
products. The counterpart has been the emergence of companies 
specialised in doing research, in industries like biotech, chemicals or 
IT. By making inventions available to a broader range of potential 
manufacturers, knowledge transfers also allow the implementation of 
an	 invention	at	a	 larger	 scale,	 its	 embodiment	 in	a	 larger	quantity	
and variety of products. For instance certain specialised electronic 
devices invented by one company are implemented in many 
products manufactured and marketed by various companies. This 
has been especially important in the context of globalisation, with 
the emergence of global value chains, in which the comparative 
advantage of countries, either for inventing or for manufacturing, can 
be	better	exploited	by	multinational	firms.

16.	 Knowledge	 flows	 generate	 value	 which	 is	 partly	 appropriated	 by	
those contributing the transferred knowledge through prices or other 
rewarding	 mechanisms,	 and	 which	 can	 partly	 go	 to	 other	 parties:	
it is knowledge spillovers. Their relative importance depends on 
the mechanisms used to transfer knowledge, which have an uneven 
capacity	to	internalize	the	value	of	inventions.

 Channels of knowledge flows

17.	 Knowledge	 transfers	 can	 occur	 in	 various	 ways,	 depending	 on	 the	
characteristics of the knowledge involved and on the technical and 
economic context of the transfer. Broadly interpreted knowledge 
in	 its	 embodied	 form	 can	 flow	 together	 with	 movements	 of	 goods,	
individuals,	or	organisations	in	which	it	is	embodied	(see	Box).	When	it	
is	disembodied,	knowledge	can	flow	through	a	variety	of	purposeful	
vectors and arrangements, KNM.

 Embodied knowledge flows
	 Knowledge	 flows	 can	 occur	 as	 a	 by-product	 of	 the	 circulation	 of	

goods, human capital or of changes in organisational boundaries.
 
 Knowledge embodied in a machine or intermediate good can be 

simply	 acquired	 by	 purchasing	 the	 good	 (although	 complementary	
knowledge might be needed for implementing the purchased device, 
which will come through other channels). Hence much technology is 
embodied in the spare parts then assembled by automobile or mobile 
phone companies.

18.	 This	 study	 focuses	 on	 disembodied	 knowledge	 which	 is	 the	 least	
explored, despite its importance and the breadth of changes it has 
experienced over the recent past. Other channels are addressed to 
the	extent	that	they	interact	with	KNM,	which	is	often	the	case:	they	
can complement KNM, like when know how is transmitted by skilled 
workers together with the purchase of a patent or license, they can 
substitute, when a company has the choice to sell directly an invention 
or to manufacture itself the high tech good which will embody it 
(this is typically the trade-off faced by multinational companies 
managing	global	value	chains).	In	fact,	in	view	of	specific	difficulties	in	
knowledge transactions, notably appropriability of the return, sellers 
might	choose	a	less	efficient	but	safer	way	of	transferring	knowledge	
in	an	embodied	form.	When	embodied,	knowledge	is	subject	to	the	
physical constraints and legal rules applying to its vector. That has 
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been	reflected	for	instance	in	the	preference	of	proprietary	software	
or music producers for CDs rather than the internet as a mode of 
distribution for their products. It explains also resistance by experts for 
some	of	their	knowledge	to	be	codified	as	they	would	lose	exclusivity	
and control. 

19.	 Focusing	 on	KNM	makes	 sense	as	 they	 raise	 specific	 economic	 and	
policy issues and are now experiencing rapid change, with important 
potential effects on the circulation of knowledge and more broadly 
on the economic and social organisation of research. On KNM, 
knowledge is treated as a separate, stand-alone product or asset. 
Issues like the valuation of knowledge, appropriation of this value by 
the parties involved in the transactions, risk sharing etc. are different 
when	 there	 is	 no	 other	 asset	 embodying	 knowledge:	 it	 means	 that	
there is no obvious collateral in case of a failure for instance, it means 
that	 appropriation	 requires	 specific	 legal	 instruments,	 and	 that	 the	
valuation of knowledge has to be more rigorous (as knowledge makes 
the entire value of the good or asset).

 Market failures and hampering factors

20. Transactions involving knowledge are usually complex ones, as 
knowledge has economic properties which are different from 
tangible products and assets. Knowledge is non-rival (it can be used 
simultaneously by several entities, contrary to tangible goods) and its 
value	is	subject	to	high	uncertainty.	These	specific	properties	can	result	
in market failure or higher transaction costs.

21. Knowledge increases its value to society when circulating as it is 
implemented	at	 larger	 scale,	by	more	parties;	but	 it	 can	also	have	
reduced value for its inventor, who loses control and might get a lower 
reward,	hence	a	weaker	incentive	to	produce	the	invention	in	the	first	
place. The dilemma between diffusion and appropriation is at the 
core of KNM mechanisms, which are largely designed in fact to solve, 
at least to mitigate it. Certain types of knowledge involve companies 
whose business model is based on exclusive exploitation of the 

inventions, and which would not have the resources for doing research 
without the perspective of an exclusive right at the end. Intellectual 
property rights are an instrument aimed at ensuring appropriation of 
knowledge while incentivising some disclosure. In the case of patents, 
an	 exclusive	 right	 is	 granted	as	 a	 quid	 pro	 quo	 to	 disclosure,	with	
the view to incentivise inventors not to keep their inventions secret. In 
the case of copyright, what is protected is the expression of ideas, 
not ideas themselves normally. It is a central issue in IPR policies to 
balance exclusivity rights with ease of access for third parties, and 
many public discussions recently have turned around the ability of 
the	current	system’s	characteristics	to	fulfil	this	double	mission.	We	will	
come	back	below	on	this	question.

22. Any transaction of knowledge, especially (but not only) if it is 
commercial, will involve an assessment of the value of that knowledge. 
It	is	needed	information	both:	for	the	buyer	and	the	seller,	or	for	both	
contributors in the case of sharing, so as to ensure that the transaction 
is worth doing. The economic value of an asset can be roughly 
defined	as	the	sum	of	revenues	(or	non-monetary	reward)	it	is	going	
to generate, discounted by time and risk. The value of knowledge 
is	 in	general	difficult	to	assess	before	the	corresponding	invention	is	
actually implemented in the economy (e.g. in manufacturing in the 
case of new goods) and even after, as the contribution of a particular 
invention to the total value of a product is not easy to distinguish from 
the contribution of other factors. This uncertainty in value is a further 
source of risk, and it limits the willingness of risk-averse agents to 
engage in transactions based on knowledge. There are various ways 
of estimating the value of intellectual assets, notably patents, but none 
of them is currently seen as highly reliable by experts. In addition, 
some of these indices make use of private information (e.g. market 
forecasts) which cannot be reliably shared with other parties, hence 
making	the	value	estimate	difficult	to	be	shared	convincingly	between	
prospective sellers and buyers.

23.	 The	value	of	knowledge	is	generally	better	known	to	the	seller	than	
to the potential buyer, as the seller is also often the inventor and 
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knows more about the merits and limitations of the invention, and 
the	required	complementary	research	etc.	of	the	new	invention.	This	
information	 asymmetry	 (akin	 to	 a	 ‘lemons’	 market’	 situation)	 might	
deter	market	demand	for	knowledge:	potential	buyers	might	believe	
that only low value knowledge is being supplied (on the argument that 
if it was valuable it would rather be kept private). Certain institutions, 
like patents, can help mitigate this asymmetry, as they facilitate the 
sharing	of	 information	 that	correlates	with	 the	value	of	knowledge:	
they give some guarantee to the seller that disclosing his invention will 
not mean that he is losing all defence against imitation. Hence sellers 
will more easily allow prospective buyers to test the invention prior to 
deciding whether to buy it or not. However such a legal framework 
does not apply to all cases, as much knowledge is not patented. Cases 
of alleged theft following the disclosure of inventions (often by small 
companies to large ones, as asymmetric legal resources are part of 
the game) are often submitted to courts.

24. Search costs are high, as knowledge production and use are highly 
differentiated	across	the	many	parties	involved:	On	the	supply	as	well	
as	the	demand	side,	substitutability	between	technologies	is	quite	low,	
all	deals	are	extremely	specific,	and	many	technologies	are	offered	or	
needed by a small range of companies only. In this context, identifying 
a	partner,	buyer	or	seller,	requires	often	significant	efforts	which	might	
deter	search	in	the	first	place.	The	internet	has	gone	a	long	way	in	
reducing search cost (e.g. databases are accessible online which 
register	 available	 technology	 and	 specific	 needs,	 so	 that	matching	
is easier). A survey by the OECD, the EPO and University of Tokyo 
has	found	that	24%	of	European	companies	and	53%	of	Japanese	
companies holding patents could not license out some of these patents 
despite	 their	willingness	 to	do	so;	 the	main	reason	 they	declared	 is	
the	 difficulty	 in	 identifying	 a	 partner	 (failure	 in	 the	 search).	Other	
reasons	proposed,	like	the	inadequacy	of	the	technology,	the	contract	
drafting	 cost	or	 the	difficulty	 to	agree	on	price	were	 ranked	much	
lower.	 In	addition,	this	difficulty	does	not	seem	to	come	from	a	lack	
of experience of the companies, as it is stronger for companies which 
license out some of their patents already than for companies which 

do	not	–	45%	against	19%	for	European	firms,	78%	against	42%	for	
Japanese	firms.	(Zuniga	and	Guellec	2009).

25.	 The	various	channels	for	knowledge	transfer	and	the	various	technical	
fields	are	subject	to	these	difficulties	to	differing	extents.	Various	types	
of technical, legal and contractual arrangements and mechanisms 
allow mitigating these imperfections. For instance, certain mechanisms 
aim	at	sharing	risk;	at	revealing	information;	and	at	reducing	search	
costs.	The	diversity	in	objectives	and	in	the	contexts	to	which	they	have	
been applied is at the basis of the diversity of KNM.

  The Impact of KNM on Innovation and the Economy: Changing 
Economic Landscape 

26.	 Well-functioning	 capital	 and	 labour	 markets	 have	 long	 been	
recognised	as	necessary	for	an	efficient	allocation	of	resources	and	
for economic growth, but the allocation of knowledge throughout the 
economy has been essentially an overlooked issue. Knowledge, like 
intellectual property, know how, ideas, solutions, software code or 
databases, was seen as circulating in labour and capital, and through 
unintended	 “spillovers”,	 rather	 than	 perceived	 as	 an	 independent	
factor. 

27.	 The	modes	of	allocation	of	 knowledge	embodied	 in	 human	 capital	
and	 goods	 are	 all	 somewhat	 inefficient,	 as	 embodied	 knowledge	
circulates according to rules made for the embodying factor, labour 
or	capital,	not	for	knowledge	itself;	and	spillovers	by	definition	are	
not	 controllable,	 hence	 not	 subject	 to	 decisions	 that	 could	 optimise	
them. Moreover, even though in a digital economy spillovers can help 
build networks and markets they may not allow the investing party to 
recoup the cost of producing knowledge, hence deterring investment 
in	knowledge	in	the	first	place.

28.	 These	 inefficient	 modes	 of	 allocation	 of	 embodied	 knowledge	 are	
a	consequence	of	 the	public	good	 (non-rival)	nature	of	knowledge,	
whose use by one party does not prevent simultaneous use by another 
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party.	 This	 property	 makes	 it	 difficult	 to	 design	 and	 implement	
mechanisms that could provide appropriate incentives to share and 
circulate knowledge. Put it differently, standard market mechanisms, 
which	 require	 exclusivity	 of	 use,	 do	 not	 apply	 to	 knowledge	 in	 a	
straightforward way.

29.	 Knowledge	 networks	 and	 markets	 (KNM)	 are	 a	 response	 to	 the	
problem. In the context of this document, knowledge networks and 
markets	are	ICT-enabled	arrangements	that:

	 •	 facilitate	the	circulation	of	knowledge,	and/or
	 •	 foster	creation	of	new	knowledge.	

30.	 First,	some	knowledge	networks	and	markets	can	govern	the	circulation	
and transfer of various types of knowledge between independent 
parties. KNM make knowledge accessible, usable and sometimes 
tradable.	 KNM	 participants	 include	 academia,	 firms,	 government	
agencies, individuals.  

31.	 Second,	KNM	are	soft	infrastructures	and	instruments	which	facilitate	
the development of new knowledge. This can occur through KNM-
enabled	 open	 innovation	 initiatives	 and	 the	 commercialization	 of	
university inventions. 

32.	 KNM	 changes	 innovation	 modes	 and	 the	 economy	 in	 important	
respects.	With	KNM	knowledge	itself	becomes	economically	mobile;	
it	acquires	its	own	economic	life	and	value:	it	can	then	be	produced,	
circulated, funded, sold for its own sake, with no embodiment (goods, 
humans);	it	circulates	in	a	more	fluid	way,	more	rapidly,	with	a	broader	
institutional and geographical reach. That changes the economics of 
knowledge in general, and the economics of research and innovation 
in particular.

33.	 Clearly	the	development	of	well-functioning	knowledge	networks	and	
markets	are	not	the	unique	solution	on	its	own.	Other	tools	are	needed	
for	an	efficient	allocation	of	knowledge	to	happen,	in	terms	of	access	
to capital, of the mobility of labour etc. but KNM are at the centre-
stage and, as we show below, they experience the deepest change.

 The changing scale and channels of knowledge flows

34.	 Knowledge	transfers	are	driven	by	supply	and	demand	forces.	Supply	
is made of knowledge which is made available by their owner/
producer to uses by others, for a variety of reasons. Companies 
are looking for ways to generate additional revenue from in-house 
innovations, especially when the technology has future potential but 
is	not	part	of	 the	firm’s	core	strategy.	The	 inventor	can	expect	 that	
a piece of knowledge would produce further value if it was used 
elsewhere, e.g. it could contribute to further innovations etc. and part 
of this supplementary value could be appropriated by the current 
owner,	either	as	a	monetary	benefit	(selling	rights)	or	as	an	indirect	
benefit	(benefit	from	the	induced	innovation,	e.g.	the	initial	inventor	will	
be	a	user	of	the	derived	invention).	Universities	and	firms	specialised	
in	doing	 research	are	major	 suppliers	of	 new	knowledge	 that	 they	
produce	but	don’t	 implement	 themselves.	There	are	also	un-used	or	
under-used	patents	owned	by	 large	companies	 (“Rembrandts	 in	 the	
attic”),	although	the	scale	of	this	is	debated.	

35.	 On	the	demand	side	there	are	important	needs	for	knowledge	that	
cannot	be	satisfied	just	by	internally	produced	knowledge.	A	firm	might	
need knowledge that falls outside its internal capabilities (e.g. basic 
knowledge	that	industrial	firms	usually	do	not	produce	internally;	or	a	
piece	of	knowledge	in	a	complementary	field,	etc.).	Firms	also	need	
to	acquire	much	external	knowledge	when	they	start	a	new	research	
line,	 in	 a	 field	 in	 which	 they	 have	 little	 experience.	 Strengthening	
competitive	pressure	has	tended	to	accelerate	innovation,	to	require	
firms	 to	put	more	 frequently	new	products	on	 the	market.	 That	 can	
be helped by using certain inventions offered by others, already 
available, instead of attempting to invent everything in-house. There 
are	also	firms	 specialising	 in	manufacturing	or	marketing,	which	do	
not invent internally the products they manufacture or sell, hence 
purchasing	technology	from	other	firms.

36.	 There	are	two	underlying	factors	that	can	be	identified	as	the	drivers	
of	the	development	of	KNM:	(i)	globalisation	and	(ii)	development	of	
ICT. Altogether these factors strengthen the pressure to use external 
knowledge and reduce the relative cost of doing it.



68
Bridging	the	Knowledge	Divide:
Building the Malaysian Link

37.	 Firstly,	globalisation	has	reinforced	the	competitive	pressure	on	firms,	
now confronted with competitors from all around the world on open 
markets. As a result, speed matters ever more, the ability to put on 
the market as rapidly as possible new products, integrating the latest 
technology, responding to the changing needs of customers. For that 
matter,	companies	have	to	gain	time	and	efficiency,	and	using	external	
sources	of	knowledge	allows	both	to	‘parallelise’	the	research	process	
(using	already	available,	“off	the	shelves”	inventions	rather	than	re-
inventing everything in-house) and to tap the best knowledge sources 
(instead	 of	 creating	 in-house	 second-rate	 imitations).	 Globalisation	
has also made it easier to access those best knowledge sources, 
wherever	they	are	situated,	by	reducing	many	of	the	costs	–	monetary	
or institutional - associated with distance. 

38.	 Secondly,	ICT	mostly	though	a	rapid	development	of	the	Internet	has	
tremendously reduced informational costs. Much knowledge can be 
represented as information (e.g. databases, models). Hence a lower 
cost of information transfer directly reduces the cost of transferring 
knowledge.	Thanks	to	the	Internet,	‘one	to	many’	and	‘many	to	many’	
communication is now easier than they were before. In this context 
much knowledge has been digitised and could therefore be mobilised 
more easily (entire libraries have been digitised, then made available 
to the whole world.)

39.	 ICTs	 are	 increasingly	 essential	 as	 a	 tool	 in	 most	 research	 fields	
(e.g. grid computing in genomic research or virtual simulations to 
conceptualise and test products before they are built) and the way 
science is organised. Computing and computer science have increasing 
impacts on other sciences in terms of new modelling and simulation 
techniques,	expanding	the	range	of	“in	silico”	experimental	research.	
The physical and life sciences increasingly rely on computer science 
to	reduce	the	time	to	develop	new	scientific	insights	and	expand	the	
scope	of	enquiry.	 Faster	exchange	and	 transfer	of	 research	 results	
is	 enabled.	 The	 participative	 web	 is	 democratizing	 science	 and	
could	allow	a	greater	community	to	participate	in	research,	scientific	
activities (e.g. amateur science) and foster more open access.

40.	 More	generally,	across	all	industries,	developments	in	the	codification	
and	standardization	of	R&D	processes	have	increased	the	ability	to	
segment and disperse R&D activities in different locations.  Rapidly 
improving connectivity and the development of platform technologies/
standards have facilitated the management of dispersed innovative 
activities	within	 firms	and	 networks	 of	 innovation	 involving	 external	
partners, even external partners globally. In the context of 
globalisation, innovation activities are becoming more distributed, 
involving more separate, more diverse entities. This new organisation 
of innovation has many advantages which make it potentially more 
efficient	than	the	alternative,	more	centralised	model:	it	is	more	able	
to mobilise large and widespread resources for innovation, it can 
boost competition among alternative innovation roads, it can reduce 
some of the bureaucratic costs associated with centralised R&D etc. 
However	in	order	to	be	sustainable	it	requires	a	stronger	glue,	that	
allows	dense	knowledge	flows	between	the	players.	That	is	the	role	
notably of KNM.

 KNM-enabled interactive invention: Clusters, industry/university 
relations, open innovation

41. Many of the modern interactive forms of production of new 
knowledge, like innovation clusters or eco-systems for instance, involve 
a mix of the various knowledge channels. An innovation ecosystem can 
be	defined	as	 “a	 community	 of	 independent	 players,	 that	 operate	
inter-dependently, that feed off, compete and collaborate with one 
another,	and	 that	operate	within	a	 common	 climate.”	 (Bahrami	and	
Evans	 2005)	 The	 mobility	 of	 skilled	 labour,	 informal	 encounters,	
participation in business associations, a high density of M&A, out-
sourcing	and	 joint	 research	projects	are	all	 components	of	 the	glue	
that keeps together the participants in an eco-system. Eco-systems are 
also made of other types of players like venture capitalists, lawyers 
etc. which ensure the proper economic conditions for innovation to 
flourish.	Hence	one	can	see	KNM	as	one	factor	for	the	emergence	and	
sustainability of innovation clusters.



69Bridging	the	Knowledge	Divide:
Building the Malaysian Link

42. The interaction between the various channels is also striking in 
university/industry	 linkages	 (OECD	 2003).	 Over	 the	 past	 decades	
universities and public research organisations have been pressed by 
governments to commercialise more of their research, to ensure that 
society makes the best of discoveries and inventions resulting from 
public	funding.	The	major	vehicles	for	tech	transfer	include:	licensing	
of IPR, contractual research, the creation of spinoffs and the mobility 
of researchers. Hence, KNM are one component of the tech transfer 
strategies,	 which	 is	 used	 jointly	 with	 other	 instruments	 carrying	 on	
embodied knowledge (human capital, organisational control). 

43.	 Open	 innovation	 has	 become	 an	 integral	 part	 of	 the	 innovation	
strategy and business model of many companies in recent years 
(Chesbrough	2003).	 Innovation	 is	 increasingly	based	on	 knowledge	
created outside the boundaries of the company and co-operation 
has become an important way of tapping into outside knowledge 
resources	in	order	to	generate	new	ideas	and	bring	them	quickly	to	
the	market	(the	“outside-in”	approach).	At	the	same	time	companies	
may spin out technologies and intellectual property that they have 
developed internally but that are outside their core business and thus 
better	 developed	 and	 commercialised	 by	 others	 (the	 “inside-out”	
approach).	Hence	open	 innovation	 influences	both	 the	demand	and	
the supply side for knowledge. 

44.	 The	main	motives	 for	 joining	 forces	 between	 companies	 is	 to	 seize	
new business opportunities, to share risks, to pool complementary 
resources and to realise synergies. Companies recognise open 
innovation as a strategic tool to explore new growth opportunities 
at a lower risk. Open technology sourcing offers companies higher 
flexibility	and	responsiveness	without	necessarily	incurring	huge	costs.	
Open innovation is more about increasing R&D options than about 
replacing existing ones. The external technological collaboration is 
complementary	 to	 internal	 R&D	 investments.	 An	OECD	 study	 of	 59	
companies	 in	a	dozen	countries	found	that	almost	 three-quarters	of	
them	devoted	the	bulk	of	their	R&D	budget	–	80%	or	more	–	to	in-
house R&D activities. At the same time most companies are actively 

involved	in	open	innovation	practices:	51%	of	the	companies	allocate	
up	to	5%	of	their	R&D	budgets	to	research	in	other	companies,	while	
31%	allocate	more	than	10%	outside.(OECD	2008)

 KNM and the reshuffle of research organisation

45.	 The	emergence	of	KNM	changes	 the	costs	and	other	characteristics	
of transactions involving research, hence the relative cost of research 
done	outside	vs.	 inside	 the	firm.	Hence	 the	expansion	of	 innovation	
eco-systems,	clusters	etc.	Many	large	firms	emphasise	their	increasing	
reliance on external ideas and research, creating and structuring such 
eco-systems	(Procter	and	Gamble,	IBM,	Microsoft,	Phillips	etc.),	creating	
campuses, etc. This corresponds to the open innovation strategy. In this 
context,	an	increasing	number	of	firms	specialised	in	doing	research	
and	selling	its	outcome	have	flourished.	Universities	themselves	have	
developed their links with industry. Hence a new organisation of 
research	is	emerging,	where	the	firm	is	more	a	node	in	a	network	than	a	
self-sufficient	innovator,	where	knowledge	sharing	and	trading	across	
organisational boundaries is common place, where a variety of actors 
(firms	 of	 various	 characteristics,	 universities,	 individuals	 of	 various	
skills) interact with each other, exploiting their complementarities, so 
that	 the	global	 efficiency	of	 the	 system	 is	 significantly	 improved.	 It	
is a new way of aggregating, combining ideas from diverse sources 
and generating new ideas. Open source communities are a marked 
example of the exploitation of the potentialities of Internet based 
research	 networks,	 as	 the	 object	 of	 their	 activity,	 software,	 travels	
very easily on the Internet.

46.	 By	changing	the	organisation	of	research,	KNM	are	also	affecting	its	
orientation	(Muñoz	Tellez	2009).	KNM	allow	greater	decentralisation	
of research decisions (in the line of distributed networks), hence 
more variety in the research lines which are tried. Outsourcing and 
“crowdsourcing”	are	typical	attempts	by	large	firms	to	generate	ideas	
“out	of	the	box”,	something	that	corporate	labs	are	usually	not	very	
good at doing. Large corporate labs have historically been structured 
and closed worlds, very good at exploiting ideas, testing their validity, 
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applications etc. But their hierarchical structure does not favour 
the	 emergence	of	 radically	different	 ideas;	 it	 does	 not	 favour	 risk	
taking;	and	they	want	to	avoid	“cannibalisation”	of	existing	research	
programs, which might suffer from the expansion of alternatives. 
Hence	 large	 firms	 tend	 to	 spin	 out	 the	 development	 of	 new	 ideas	
which are not completely in line with their current research or business 
priorities	(while	keeping	interest	in	the	newly	spun-off	firm).	It	is	also	
a matter of exploiting the potential of multi-disciplinary research. 
Corporate	labs	employees’	composition	reflect	established	disciplinary	
boundaries:	that	makes	sense	for	traditional	research,	but	it	does	not	
allow the emergence of solutions based on cross-disciplinary work. 
Externalisation of research can allow that. It has been shown that 
many innovative solutions come from scientists working in a different 
field	 from	 the	 one	 of	 the	 firm	 asking	 the	 question,	 and	 it	 is	 even	
more the case among the most valuable solutions. Decentralisation 
of research among a multiplicity of small, independent players also 
allows competition between the various ideas, which is stronger as 
the corresponding incentives are high-powered (more than in a large 
corporate lab).

47.	 Another	possible	fundamental	change	associated	with	the	emergence	
of	 KNM	 is	 the	 ‘democratisation	 of	 innovation’	 as	 exemplified	 by	
innovation platforms, by user innovation, and by open source 
communities. Individuals with no institutional or business link can directly 
propose	 their	 ideas	 to	other	 individuals,	 firms	and	markets,	without	
having	to	pass	organisational	filters.	They	can	directly	compete	and	
cooperate	 with	 each	 other.	 This	 can	 mean	 in	 certain	 fields	 a	 very	
significant	increase	in	the	quantity	of	effort	allocated	to	research.	It	
has	even	been	noticed	in	certain	basic	research	fields	like	astronomy,	
where a multiplicity of eyes and computers can now be mobilised, e.g. 
for tracking comets.

48.	 The	 organisation	 of	 public	 research	 is	 also	 affected	 by	 KNM.	 The	
emergence of KNM offers new opportunities for cooperation between 
scientific	 teams	 working	 in	 different	 institutions;	 for	 setting	 up	 joint	
research	 infrastructures	 (shared	 databases	 etc.);	 which	 can	 result	

in easier conditions for developing multidisciplinary research, an 
approach which is particularly fruitful in the most advanced, emerging 
scientific	fields	(nanotechnology,	synthetic	biology,	bio-computing,	etc.)	
which	almost	by	definition	do	not	yet	 have	an	established	 status	 in	
the	 disciplinary	 landscape;	 these	 new	 fields	 progress	 by	 sourcing	
knowledge	from	other	fields.

49.	 There	 is	 now	 an	 emerging	 model	 of	 universities	 as	 research	 and	
innovation	 hubs;	 they	 are	 at	 the	 core	 of	 networks,	 working	 closely	
with business. This is an extension of the university/industry linkage 
model, which consists of capitalising on the multiplicity of individual 
links which have been developed already, structuring them so as 
to generate more value from the entire network. The university can 
therefore enhance the circulation of knowledge not only on a bilateral 
basis only, but multilaterally, within the entire network, hence realising 
economies of scale in the diffusion, and being in a position to mobilise 
the	entire	network’s	knowledge,	beyond	its	own.	

50.	 Interestingly,	certain	large	firms	are	attempting	to	mimic	internally	the	
types of linkages and functioning they have developed externally. 
For	 instance	 IBM’s	“innovation	 jam”	is	a	repeated	experiment	which	
has mobilised thousands of employees worldwide with the view to 
elicit and discuss new, innovative ideas, using monetary and non 
monetary	incentives,	electronic	tools	etc.	This	type	of	“crowdsourcing”	
is	easier	within	the	firm,	where	IPR	issues	(“who	owns	this	idea”?)	are	
not	raised	so	that	ideas	can	more	freely	circulate	and	be	modified	by	
interventions	from	a	number	of	 individuals.	Similarly,	Google	offers	
its employees a percentage of their work time to develop foster 
their	own	project	ideas,	which	may	or	may	not	be	of	use	to	Google’s	
business.

 KNM and financing of research activities 

51.	 It	has	been	shown	that	external,	market	or	bank	funding	of	research	
and knowledge creation is not common place. Standard funding of 
research	 is	on	firms’	own	capital	or	cash	flow,	on	venture	capital	or	
on government money. This is due mainly to the high risk and the 
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information	 asymmetry	 attached	 to	 R&D	 projects:	 external	 parties	
have	 more	 limited	 knowledge	 of	 the	 quality	 of	 the	 R&D	 projects	
and of their management, which are instead better known by the 
firm’s	 managers.	 In	 case	 of	 bankruptcy	 of	 the	 firm,	 related	 or	 not	
to its innovation activities, it is usually easier to sell physical assets 
than intangible ones, as the secondary market is more active for the 
former than for the latter. It is reported for instance that in Europe 
many patents are not even maintained after bankruptcy of the holder 
(i.e. renewal fees are not paid by the administrator), while in the US 
patent	portfolios	of	failed	firms	are	auctioned	at	prices	which	attract	
low bidding parties. Hence investors will see as less risky investing in a 
company which is more intensive in physical than in intangible assets, 
and	investment	in	such	assets	is	essentially	left	to	the	firm’s	own	funds.	
This	traditional	scheme	is	modified	by	KNM,	which	both	reduce	the	risk	
of investing in knowledge and create new opportunities for specially 
tailored	financing.	

52.	 KNM	 favours	 the	 circulation	 and	 the	 independent	 valuation	 of	
knowledge assets. First, the very existence of KNM, notably IP markets, 
facilitates	 the	 exit	 of	 investors	 in	 case	 the	 firm	 fails,	 hence	 limiting	
the	risk	to	invest	in	firms	specialising	in	intangibles	in	the	first	place.	
Second, the circulation of knowledge assets is a source of information 
regarding value. If knowledge assets are valued separately of the 
rest of the company, then investors can have a closer eye on their 
selection and management. Technology sharing can also allow risk 
sharing among the participants and their funders.

53.	 The	 separate	 valuation	 and	 circulation	 of	 knowledge	 assets	 can	
give	 rise	 to	 new	 ways	 of	 financing	 innovation,	 using	 for	 instance	
securitisation. This approach is favoured by companies which need 
funding, have no other asset than their IP, but do not want to lose 
control over this IP (as it is their essential, strategic asset). Securitisation 
consists	of	selling	the	future	flows	of	revenue	associated	with	 the	 IP	
while retaining ownership of the IP itself. There is a wide variety of 
possible contracts in the same line, corresponding to various ways of 
sharing	risk	and	 liquidity	 (e.g.	collateralisation	of	 IP	for	bank	 loans	
etc.).

54.	 Similar	 sophisticated	 financial	 investments	 are	 used	 in	 funds	 for	
university research, for instance by the European Investment Fund, 
which	provides	finance	to	certain	universities	while	obtaining	partial	
ownership of the IP which results from this research and preparing 
for the further funding that might be needed for the downstream 
development of industrial applications of the research, in the context 
of public/private partnerships.

55.	 Another	model	is	exemplified	by	the	patent	fund	Intellectual	Venture	
(IV, presented below). IV sponsors directly research on issues it has 
identified	 as	 being	 the	 “missing	 piece”	 in	 sets	 of	 complementary	
inventions, whose invention would allow broader technologies to 
become	 operational.	 Such	 missing	 pieces	 are	 identified	 from	 close	
examination	of	the	relevant	technical	fields	with	external	experts.	The	
research is mainly outsourced to universities (notably from Asia).

56.	 Prizes	 are	 another	way	 of	 funding	 research	 under	 a	 different	 risk	
sharing	model.	With	prizes	most	of	 the	 risk	 is	born	by	 those	doing	
research,	as	if	they	fail	to	find	the	required	solution	they	will	receive		
no reward. The funder incurs only the resources necessary to formulate 
the	question,	and	will	pay	the	prize	only	if	the	solution	is	found.	This	
approach	is	used	for	instance	by	pharmaceutical	firms	on	Innocentive,	
by	 the	G8	 countries	 for	 the	Global	 Fund	 for	 diseases,	 and	by	 the	
DARPA	 of	 the	 US	 for	 various	 research	 projects	 (e.g.	 the	 “Grand	
challenge”	for	a	driver-less	vehicle).

 Economic and Policy Issues

57.	 In	view	of	the	overall	actual	and	potential	positive	impacts	that	KNMs	
might have on innovation and on the economy as a whole, it is essential 
that government ensures the best conditions for KNMs to expand while 
ensuring their proper functioning. In particular policymakers should 
ensure that KNMs work in a competitive way that they assure a fair 
and	efficient	distribution	of	knowledge;	that	the	related	distribution	of	
revenues generated by knowledge is fair and balanced, etc.
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58.	 Several	policy	areas	seem	to	be	particularly	relevant	in	this	context.	
First, the IPR policy that determines the scope and magnitude of legal 
protection of some types of knowledge. Second, competition policy 
that aims at ensuring that markets mechanisms are not distorted by 
collusive	 or	 monopolistic	 behaviours	 (which	 have	 to	 be	 specifically	
defined	 in	 the	 context	of	 knowledge).	 Third,	policies	 related	 to	 the	
valuation of IP (e.g. by promoting standards), which is an important 
condition for well functioning markets to develop. Fourth, taxation 
policy that affects the issues related to the international activities 
of KNMs. Fifth, R&D policies that greatly stimulate the creation and 
circulation of knowledge by businesses and public organisations.

59.	 In	 addition,	 given	 the	 central	 role	 of	 knowledge	 in	many	 economic	
processes, the government should explore the possibility of mobilising 
KNMs for particular policy goals that involve knowledge transfer, 
such as fostering international technology transfers, addressing 
environmental challenges, etc.

 IPR policy: 

60.	 The	first	policy	area	which	is	directly	concerned	with	the	development	
of KNM is intellectual property rights policy, notably the design of 
patent and copyright regimes. The broad trade-off at the core of all 
types of IPR is to design a regime which boosts incentives to create 
new knowledge while not hampering knowledge sharing. In the context 
of KNM, this general challenge is endowed with renewed importance 
and	is	reflected	in	a	set	of	particular	issues	such	as	the	adaptation	of	
IPR systems to the increasingly collaborative innovation and creation 
processes, international differences in IPR regimes in the context of 
global	 reach	 of	 some	 KNMs,	 or	 the	 issue	 of	 quality	 of	 individual	
patents given the increased complexity of the research process.

61.	 The	 central	 policy	 question	 to	 be	 addressed	 is:	 how	 can	 patents	
and copyright adapt to the more collective nature of inventive and 
creative	processes?	A	clear	delineation	of	the	respective	contributions	
of the various parties is not always possible. The multiplication of 

overlapping	 rights	 in	 certain	 technical	fields	 such	as	 semiconductors	
has	 been	a	 source	 of	 litigation;	 in	 some	 cases,	 large	players	 have	
solved it by striking cross-licensing agreements which have the 
drawback of limiting competition (as third parties are excluded from 
the	deals)	and	drawing	scrutiny	from	competition	and	antitrust	officials	
in countries. In some areas like genetic research, the large number of 
patents	seems	to	have	increased	the	difficulty	of	conducting	research	
on certain diseases. On the other hand, excessive weakening of 
patent rights might encourage inventors to instead use more secrecy, 
which is worse in terms of knowledge sharing. In particular, it needs 
to be seen whether private contracts are enough for solving the 
issue, or complementary measures (e.g. regulation of patent pools 
or	cross	licensing),	or	changes	in	patent	rights	are	required.	Specific	
incentives could be given for patent holders to do more licensing 
out.	A	mechanism	known	as	“licenses	of	 right”	has	been	 in	place	 in	
several countries for some time, which consists of granting a discount 
on administrative fees to patent holders who commit to grant a license 
to any applicant, on a fair, reasonable and non discriminatory basis. 
Its working and effectiveness could be reviewed.

62.	 Similar	questions	 could	be	 raised	 regarding	 copyrights,	which	have	
a direct impact on many non technological innovations. The notion of 
“fair	use”	might	need	to	be	reviewed	in	light	of	the	new	developments	
allowed by IT. In the context of the emergence of internet-based 
aggregators, which distribute copyrighted (and public domain) 
material on a large scale, the respective rights of the creator and of 
the distributor have to be balanced. 

63.	 The	challenges	presented	above	become	even	more	important	given	
the increasing geographical scope of some KNMs. In fact as KNMs 
are often of international or even global reach, the legal challenges 
become	even	more	complex:	the	heterogeneity	of	legal	and	regulatory	
systems	across	countries	make	 it	more	difficult	 to	plan	and	manage	
transactions. International convergence in this area is desirable, and it 
will	need	the	best	standards	to	be	first	identified:	in	terms	of	licensing	
contract law, of copyright, of competition (see below) etc.
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64.	 Patent	 quality	 is	 another	 issue	 with	 significant	 impact	 on	 the	
development	and	economic	impact	of	KNMs.	High	quality	patents	are	
needed for ensuring trust among participants and avoiding the value-
multiplier	effect	of	KNM	benefits	to	‘bad’	patents.	The	revocation	of	
a patent after it has been sold or after a licensing contract has been 
granted means that the buyer has lost money in the transaction. A 
high rate of revocation of patents, or a high rate of refusal of patent 
applications	 subject	 to	 such	 deals	 after	 transactions	 have	 occurred	
would	hamper	trust	on	the	buyers’	side,	and	then	reduce	the	volume	of	
transactions.	If	patents	of	low	quality	can	go	through	the	administrative	
and	judicial	system,	KNM	can	serve	as	a	way	for	their	holders	to	raise	
licensing undue revenue at a larger scale than it can be done with a 
less	efficient	market	system.	Cases	in	the	past	where	up	to	600	million	
USD	could	be	extracted	 from	an	operating	 company	by	a	 “patent	
troll”	(using	patents	revoked	a	few	weeks	after	the	deal	–	the	NTP/
Blackberry	case	of	2006)	could	become	common	place	if	the	quality	
filer	exercised	by	patent	offices	and	courts	is	not	strong	enough.	

 Competition policy: 

65.	 Competition	policy	 is	confronted	with	specific	questions	that	concern	
KNM.	Some	of	these	questions	are	traditional,	relating	to	knowledge	
sharing	 and	alliances,	 others	 are	 quite	 new,	 relating	 to	 knowledge	
aggregators and the problems of transparency on the knowledge 
markets.

66.	 Sharing	knowledge	between	independent	businesses	can	be	efficiency	
enhancing, which is one of the reasons for its increasing use by 
businesses.  On the other hand, knowledge sharing might also reduce 
the intensity of market competition, both because it strengthens the links 
between existing competitors and because it excludes other potential 
competitors. There is experience already of competition authorities for 
handling R&D cooperation. The National Cooperative Research and 
Production	Act	of	the	US	(1993)	relaxed	restrictions	on	cooperative	
production	activities,	 allowing	 research	 joint	 venture	participants	 to	
work	 together	 in	 the	 application	 of	 technology	 they	 jointly	 invent.	

This should have strengthened the incentives for businesses to enter 
into	joint	venture	agreements	with	other	companies.	The	novelty	with	
KNM	is	the	number,	size	and	complexity	of	such	consortia,	the	common	
involvement of universities or public labs with businesses etc.

67.	 IP	marketplaces	and	knowledge	platforms	favour	the	aggregation	of	
IP or other knowledge assets. The non-rival character of knowledge 
and	its	potential	excludability	might	give	rise	to	situations	of	“natural	
monopoly”	 (i.e.	a	 situation	 in	which	a	monopoly	 is	 technically	more	
efficient	 than	 competition	 between	 several	 players,	 a	 “one	 stop	
shop”	 for	 customers,	 reducing	 search	 costs,	 increasing	 joint	 access	
to complementary pieces etc.), although it is not necessary and can 
vary	across	specific	areas.	 In	numerous	countries	natural	monopolies	
are traditionally handled by competition authorities, which address 
such	 issues	 as:	 how	 to	 preserve	 fair	 market	 conditions	 (including	
price);	openness	of	access	of	new	players	to	the	market;	what	kind	
of	 international	 framework	 can	 be	 applied	 to	 these	 markets;	 how	
to	 include	 emerging	 countries;	 how	 to	 preserve	 public/civil	 rights	
(privacy	etc.).	Specific	reflection	on	these	issues	is	needed,	as	the	US	
FTC	has	started	to	do	with	public	hearings	conducted	in	2008-2009.

68.	 Another	 issue	 which	 emerges	 in	 the	 context	 of	 IP	 market	 places	 is	
transparency. As stated by Mark Lemley and Nathan Myrvhold (the 
latter	is	the	founder	of	Intellectual	Ventures),	“patents	exist	in	a	blind	
market.	Want	to	know	if	you	are	getting	a	good	deal	on	a	patent	
license	or	 technology	acquisition?	 Too	bad.”	 (Lemley	and	Myrvhold	
2007)	 The	 lack	 of	 transparent	 price	 signals	 results	 in	 inconsistent	
and possibly distorted incentives to participate in the market. The 
inability of players to rely on market references can give rise to a risk 
of opportunistic strategies which (including breaching of disclosure 
obligations), if anticipated, might deter many players to enter the 
market	 in	 the	 first	 place.	 In	 addition,	 more	 complex	 transactions	
are developing, involving futures contracts (e.g. on unit licenses), 
which	would	improve	the	efficiency	of	the	market	but	also	open	the	
possibility of speculative operations resulting in misallocation and in 
price bubbles. Transparency of transactions (publicity of some of the 
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terms of the deals) could help market actors and regulating authorities 
to monitor such evolutions. This has to be balanced against the possible 
negative impact that transparency might have on competition (e.g. 
implicit coordination).

 Knowledge Valuation: 

69.	 KNM	are	instruments	of	value	creation	and	transfer	between	players	
and across countries. Such value transfers raise important issues. 

70.	 The	valuation	of	IP	is	a	very	difficult	operation,	especially	for	small	
entities	(SMEs	or	universities)	which	are	not	equipped	to	do	it.	The	lack	
of references hampers the ability of KNM to converge to reliable 
prices, which in turn might deter potential participants to enter. There 
are	 currently	 significant	 efforts	 on	 the	 private	 and	 the	 public	 side	
in order to establish standard and transparent methods for valuing 
patents.	 A	 proposal	 (from	 Germany)	 is	 currently	 examined	 at	 the	
International Standards Organisation (ISO) for standards on patent 
value	assessment.	However,	in	view	of	the	difficulty	to	evaluate	IP	and	
notably patents it is generally acknowledged that these standards, if 
any,	should	be	flexible	and	voluntary.

 Taxation

71.	 Taxation	is	another	area	of	possible	policy	intervention	in	the	context	
of KNMs. This stems from one of the key attributes of most KNM, their 
global reach that allow knowledge to circulate world-wide, across 
boundaries. These transfers of knowledge mean also transfers of 
revenue. They are operated either on a market basis (transactions 
between independent parties) or between national branches of 
multinational	firms	(transfer	prices).	Hence	the	distribution	of	income	
and	wealth	across	countries	is	now	directly	influenced	by	knowledge	
transfers	 and	 pricing.	 This	 is	 not	 new,	 but	 the	 fluidity	 provided	 by	
KNM	to	knowledge	translates	into	rapidity	and	size	of	these	monetary	
transfers, hence raising the economic impact of KNM. To reiterate, 
KNMs decouple the production of knowledge from its use, the two 

can	be	now	done	in	different	countries.	Where	the	value	is	actually	
created or realised, hence which country will be in a position to raise 
taxes,	this	is	often	an	open	issue.	A	first	issue	that	is	raised	from	this	
trend	is	with	taxation:	what	territoriality	rule	should	apply?	How	do	
we	ensure	that	transfer	prices	are	economically	significant?

 Research and innovation policies 

72.	 Policies	 aimed	 at	 fostering	 research	 and	 innovation	 can	 have	
influence	on	KNMs	and	take	opportunities	from	KNM:	these	policies	
include public support to innovation, university/industry linkages and 
entrepreneurship.  

73.	 Public	 support	 to	 innovation	 can	 take	 the	 networking	 aspects	 into	
consideration. The rationale is that such co-operations generate more 
social value, more spillovers than purely in-house (closed model) R&D 
as they open (part of) the knowledge stock of the participants to 
each other. It is a way for compensating participants for the spillovers 
they generate. There is some experience with policies which explicitly 
encourage networking. Hence the European Commission, with the 
FP6,	made	“networks	of	excellence”	a	major	goal	and	instrument	for	
allocating innovation support. Such networks, gathering businesses 
and	academia	in	variegated	configurations,	received	most	of	the	FP6	
budget, with the view to develop connectivity within the European 
research system, notably between countries. Certain countries also 
have	policies	for	incentivizing	cooperative	research	and	networking:	
in France, the ANR (national research agency) offers funding for 
“participatory	projects”,	and	OSEO	(government	SMEs	agency)	gives	
support	to	“industrial	strategic	innovation”	projects	which	are	usually	
cooperative. A census, review and evaluation of innovation network 
promotion policies across countries is yet to be done.

74.	 Developing	technology	transfer	between	university	(and	other	public	
research	organisations,	PROs)	and	industry	has	been	a	major	policy	
goal	in	most	countries	for	the	past	30	years.	KNM	can	be	used	as	a	
very	efficient	way	of	fostering	knowledge	transfers	from	universities	to	
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all potential users including industry and society, and of raising capital 
for	university	inventions	with	commercial	potential.	While	Technology	
Transfer	Offices	 have	 shown	 their	 usefulness	 in	many	 circumstances,	
some are confronted in a number of countries with limitations due to 
size,	skills	of	the	staff	and	resources.	The	use	of	KNM	could	broaden	the	
standard tech transfer approach, by widening the range of possible 
partners	and	providing	a	more	adequate	financial	and	contractual	
framework which could allow universities and university spin-offs to 
raise more capital. 

75.	 More	 broadly	 in	 fact	 certain	 universities	 are	 already	 establishing	
themselves	 as	 knowledge	 hubs	 in	 the	 economy:	 major	 producer	 of	
new knowledge, but also nodes in KNM, exchanging on a multilateral 
basis with all actors involved in innovation, providing basic knowledge 
to those who need it, integrating some of the applied knowledge 
generated	by	cooperative	projects	with	industry,	reinvesting	then	this	
knowledge	in	other	projects	etc.	Such	a	role	is	useful,	as	an	accelerator	
of	knowledge	flows,	and	only	universities	can	fulfil	it	as	they	operate	
in	 the	 “open	 science”	 world,	 where	 disclosure,	 peer	 review	 and	
systematic sharing of discoveries are the rules. 

76.	 Entrepreneurship	 policies	 can	 also	 benefit	 from	 KNM.	 KNM	are	 of	
highest interest to smaller actors who have less internal capabilities 
and	rely	therefore	more	on	external	linkages.	KNM	allow	small	firms	
to access world-wide supply and demand for knowledge, hence 
finding	suppliers	or	customers	which	are	not	present	locally.	KNM	are	
key	for	the	development	of	firms	specialised	in	the	production	of	new	
knowledge, like R&D. And they are key for the development of small 
firms	using	knowledge	produced	in	other	parts	of	the	world	but	which	
have	 the	 specific	 competencies	 required	 for	 implementing	 it	 (e.g.	
organisational capital, skills etc.). Hence, entrepreneurship policies 
might include a KNM component.

77.	 Local	 innovation	 clusters,	 which	 are	 a	 subject	 for	 policies	 in	 many	
OECD	countries,	are	affected	by	KNM.	While	one	advantage	of	KNM	
as compared with traditional approaches is their broader reach, 

they can also be of interest for the development of local innovation 
clusters. First because they can help promoting a number of local 
leaders with world-wide reach, which can boost the development of 
clusters. Second because they can be used also locally for structuring 
systematic	deals	for	knowledge	sharing	among	firms	and	universities	
to serve as a glue for a local innovation eco-system. Symmetrically, the 
access to a world-wide pool of knowledge can allow certain regions 
to develop new activities based on their comparative advantages 
(skills, industrial tradition etc.) and technology from elsewhere. 

 Using international KNM for achieving societal policy objectives: 

78.	 Societal	 objectives	 include	 green	 innovation	 and	 international	
technology transfer. KNM can be used in both cases for encouraging 
innovation and technology diffusion.

79.	 Fostering	 North/South	 technology	 transfers:	 economic	 development	
requires	better	mastering	of	knowledge	and	innovation;	One	important	
point	which	 is	 often	discussed	 is	 the	 fact	 that	 knowledge	flows	are	
endogenous to the absorptive power of the recipients. An important 
reason	 of	 why	 globalization	 has	mattered	more	 in	 recent	 years	 is	
that many developing countries have strengthened their absorptive 
capability,	which	 is	an	 import	 factor	 in	more	 knowledge	flowing	 to	
these	countries	and	intensified	global	competition.

80.	 Access	 to	 knowledge	and	building	of	 the	 capacity	 to	 implement	 it,	
adapt it and improve on it are necessary conditions in that regard 
Muñoz	 Tellez	 (2009).	 KNM	 can	 play	 an	 important	 role	 for	 that	
purpose, notably patent pools or funds, provided that they are priced 
appropriately	 (low	or	even	zero).	 There	 is	experience	with	 such	an	
approach	already,	with	the	Golden	Rice	consortium:	a	group	of	(32)	
companies owning patents on a special type of rice (rich in vitamin A) 
which accepted collectively to bundle their IP and allow small farmers 
in DCs to grow the rice royalty-free. They would charge only if the 
income generated is beyond a certain level. More generally it is 
possible to complement patent funds by know-how transfer mechanisms 
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(e.g. organising the mobility of researchers from the South, training, 
research co-operation etc.). These operations can be funded either 
by governments of developed countries or by voluntary contributions 
from businesses (like in the golden rice case). 

81.	 KNM	 can	 also	 be	 used	 for	 incentivising	 research	 anywhere	 in	 the	
world on issues of relevance to developing countries and currently 
left outside research agendas, e.g. infectious and tropical diseases. 
Mechanisms	like	prizes	can	be	used,	so	as	to	elicit	more	research;	they	
can be funded by contribution from developed countries or businesses.

82.	 Addressing	environmental	 challenges:	 There	 is	a	general	 interest	 in	
having green technologies implemented world-wide, even in countries 
which could not afford to pay the market price for these technologies. 
Special mechanisms have to be set up for these countries, to increase 
access	and	reduce	cost,	and	the	proposed	“Global	technology	fund	
for	climate	change”	is	potentially	one	of	them.		It	should	encompass	
sets of patents and other IP protecting green technologies, so that 
access	is	eased.	The	Global	technology	fund	should	offer	at	least	a	
discount to developing countries, which can be reached in different 
ways.	The	patents	can	be	donated	by	firms	on	a	voluntary	basis	(the	
“eco-patent	 commons”	 set	up	by	 IBM	and	others	 in	2008	works	on	
that	basis);		or	the	difference	between	the	market	price	of	the	patents	
of	 the	Global	 fund	 and	 the	 price	 granted	 to	 developing	 countries	
can be  shared between governments from developed countries and 
businesses.  

 Conclusion:  A research agenda on KNM

83.	 On	the	basis	of	the	review	presented	above,	a	series	of	issues	emerge	
as being both relevant and little addressed by existing research on 
the	subject.	It	includes	the	following:	

	 •	 Measuring	KNM:	what	 indicators,	what	data	sources?	A	survey	
of	KNM	could	be	conducted	once	concepts	and	definitions	have	
been	clarified,	the	target	population	well	defined	etc.

	 •	 IPR	metrics:	 the	weight	of	 IPR	 in	 the	economy;	 the	valuation	of	
knowledge	and	notably	IPR:	a	review	and	assessment	of	existing	
methods.

	 •	 Green	 growth:	 the	 development	 and	 contribution	 of	 KNM	 to	
environmental technology in an international framework.

	 •	 KNM	and	the	impact	on	life	sciences,	especially	in	new/emerging	
technologies	 such	 as	 “next	 generation”	 technologies	 such	 as	
nanotechnology,	synthetic	biology	and	“next	generation”	genomic	
sequencing.

	 •	 International	 knowledge	 transfers	 in	 emerging	 countries:	 using	
KNM for catching up the knowledge frontier and addressing 
issues on interest to developing counties.

	 •	 The	 role	 of	 KNM	 in	 creative	 industries,	 non	 technological	
innovation.

	 •	 IPR	 and	 competition	 policies	 for	 KNM:	 patents,	 copyright,	
transparency,	“natural	monopolies”.

	 •	 IPR	 and	 the	 development	 of	 collaborative	 mechanisms	 in	 IP	
such as expanded licensing practices, patent pools and patent 
clearinghouses.

	 •	 The	connected	university:	university/industry	technology	transfer	
in the eco-systems perspective.

	 •	 Innovation	and	knowledge	markets	in	the	ICT	industry.	
	 •	 ICT-based	 research	 and	 innovation	 (using	 the	 internet	 for	

organising research in a distributed network).
	 •	 Understanding	 the	 structure	and	working	of	 research	networks	

involving	 public	 laboratories,	 with	 a	 focus	 on	 the	 life	 sciences:	
Rules, types of agreements, motivation of the participants, 
composition, management of knowledge and other aspects. 

	 •	 The	development	of	KNM	in	emerging	countries	in	relation	with	
the policy context (organisation of R&D, IPR etc.)  

	 •	 Innovation	 clusters	 and	 eco-systems:	 geographic,	 virtual;	 the	
impacts of proximity on KNM.

	 •	 The	 management	 of	 government	 owned	 data	 and	 knowledge	
(generated by government activity or by public research 
organisations)	and	of	 the	public	domain	on	 the	 internet:	What	
policy	for	the	public	domain?
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	 •	 Government	 policies	 aimed	 at	 fostering	 cooperation	 for	 R&D	
and	innovation:	a	cross-country	comparative	review.
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PROGRAMME 

Bridging the Knowledge Divide – Building the Malaysian Link
Tuesday, 15 June 2010, Windows at the Crowne Plaza Mutiara Hotel 

10.30am – 11.30am : Networking

11.30am – 12.15pm : Opening
  Introduction – Tengku Azzman Shariffadeen
  Keynote I  –  Tun Mahathir bin Mohamad
  Keynote II –  Leif Edvinsson

  Sessions
  Moderators – Tun Mahathir bin Mohamad and 

Tengku Azzman Shariffadeen

12.15pm – 1.30pm : Session 1: 
  What is the nature of the economy of intangibles, 

and why is it important for Malaysia to make the 
leap to this economy? 

  Prof Ahmed Bounfour “Intangibles in the 
knowledge economy with a specific focus on the 
“importance of dynamic capabilities” of nations, 
with reference /recommendations to Malaysia”

  Jean-Eric Aubert (via video conferencing from 
Washington) “Knowledge economy-based 
development strategies: Lessons from the global 
experience”

  Prof Dr Mahendhiran Nair national innovation 
ecosystem and sustainable development.

1.30pm – 2.15pm : Lunch - Club Bar at the Crowne Plaza Mutiara 
Hotel (ground floor)

2.15pm – 3.30pm : Session 2:
  What are the major challenges for Malaysia in 

making the transition?

  Professor Pirjo Stahle will share her analysis of 
the present positioning of Malaysia for Intellectual 
capital and its prospects, based on a comparison 
of similar nations.

  Prof Leif Edvinsson on how to develop the agenda 
for Malaysia in the knowledge economy taking into 
account what has been already achieved.

  Professor Dr Danny Quah describes Malaysia’s 
challenges and opportunities to leapfrog in the 
global knowledge economy.

3.30pm – 4.45pm : Session 3:
  Where is Malaysia now: socially, economically and 

politically?  

  Takayuki Sumita will consider how Malaysia 
can take advantage of the experience gained 
in Japan in innovation and intellectual capital 
management.

  Eduardo Rath will put forward the experience of 
BNDES in measuring and reporting on intangibles, 
and how such experience might be used as 
benchmark by Malaysian Knowledge economy 
agenda

  Datuk Dr Mahani Zainal Abidin “Incorporating 
requirements of knowledge-based society in 
developing national policy”

4.45pm – 5.00pm : Tea break
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5.00pm – 6.15pm : Session 4:
  How do we build Malaysia’s capacity to bridge the 

knowledge divide, and become a hub for a global 
national and international link for knowledge in 
development?  

  
  Prof Günter Koch based on the experience gained 

in other countries (Austria and more generally 
Europe), will develop how the concept of 
knowledge politics might be useful for addressing 
the issue of the knowledge divide.

  Dr Piotr Stryszowski “The knowledge economy, 
with a specific reference to the importance of 
networks and communities for innovation“

  Prof Emeritus Osman Bakar “Towards a global 
knowledge society and economy - sharing Islam’s 
inner resources and untapped wealth”

6.15pm – 6.45pm : Closing
  Summary
  - Tengku Azzman Shariffadeen (moderator)
  - Tun Mahathir bin Mohamad
  - Prof Ahmed Bounfour

6.45pm  : Press Conference

Bridging the Knowledge Divide – Building the Malaysian Link
Wednesday 16 June 2010 

Asian Strategic and Leadership Institute (ASLI) 
“ASLI is delighted to collaborate with the Perdana Leadership Forum on this 
important initiative as Malaysia needs to leverage on Knowledge and Innovation 
in our quest to transform into a high income economy” – 
YBhg Datuk Dr Michael Yeoh 

Theme :  Investing in Creativity and Innovation
Time :  10am – 12pm
Venue : LT6 (Level 4, North Building), Sunway University 

College, Kuala Lumpur
Moderator :  Dato’ Dr Michael Yeoh, CEO, ASLI
Speakers :  Mr Eduardo Rath Fingerl and  Professor Pirjo 

Ståhle.
RSVP :  03 2093 5393 (Shima/Mazani) /  shimah@asli.com.

my  /  mazani@asli.com.my  
 

International Institute for Advanced Islamic Studies (IAIS) 

Theme :  Values-based Development
Time :  10am – 12pm
Venue :  Jalan Elmu, off Jalan Universiti, Kuala Lumpur
Moderator :  Emeritus Professor Datuk Dr Osman Bakar, Deputy 

CEO, IAIS
Speakers :  Professor Ahmed Bounfour and Mr. Günter Koch
RSVP :  03 7956 9188 (Fendi) /  fendi@iais.org.my  
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Institute of Strategic and International Studies (ISIS)

Theme :  Development of National Policy 
Time :  10am – 12pm
Venue :  No. 1, Persiaran Sultan Salahuddin, Kuala Lumpur
Moderator :  Dato’ Dr Mahani Zainal Abidin, CEO, ISIS
Speakers :  Professor Leif Edvinsson, Mr. Piotr K. Stryszowski 

and Mr. Takayuki Sumita
RSVP :  03 2693 2060 / 9366 (Zainal Mokhtar) /  zaisis@

isis.org.my

SPEAKERS

Profile of
Tun Dr. Mahathir Mohamad

As the longest serving Prime Minister of Malaysia, Tun Dr. Mahathir Mohamad 
made Malaysia into one of the most developed countries in the Asian region. 
Born on 20 December 1925 to Mohamad bin Iskandar and Wan Tempawan 
binti Wan Hanafi, Tun Dr. Mahathir was the youngest of nine children. In 
1947, he was offered a Kedah scholarship to further his study in medicine 
at King Edward VII College of Medicine in Singapore. He graduated with a 
medical degree (M.B.B.S) in 1953 from the University of Malaya.

In 1957, he opened the MAHA Clinic to contribute his time and energy serving 
the local community in Alor Setar. In 1964, he became an MP after he won the 
election but lost his seat in 1969. He regained his seat in the 1974 General 
Elections where he was returned unopposed. Following the elections, Tun Dr. 
Mahathir was appointed the Minister of Education. In 1976, he was appointed 
as Deputy Prime Minister as well as the Minister of Trade and Industry. On 
the 16th of July 1981 Dr. Mahathir was appointed Prime Minister, taking over 
from Tun Hussein Onn who had resigned for health reasons. 

Under his premiership, he introduced and implemented policies such as 
the Look East Policy, the Corporatisation and Privatisation Policy. He also 
outlined Vision 2020 and established the Multimedia Super Corridor (MSC) 
as his long term goals to make Malaysia a developed country and to enable 
Malaysia’s foray into the Information Technology (IT) age. 

Tun Dr Mahathir is known for his criticisms of unfettered liberalisation and 
his warnings of the many iniquities of globalisation. An unorthodox thinker, 
he went against international advice during the 1997/98 financial crisis to 
impose selective capital controls, a move much criticised then by the IMF 
and the international community. Malaysia’s subsequent recovery from the 
crisis vindicated the move, and in 2003, the IMF publicly acknowledged the 
appropriateness of the action. 
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Tun Dr. Mahathir ended his premiership on October 31st 2003 on a high-note, 
that he wanted the country to further her achievements in every aspect: 
socially, economically, politically, technologically and environmentally. 

He is married to YABhg Tun Dr. Siti Hasmah binti Haji Mohd Ali and they are 
blessed with seven children, Marina, Mirzan, Melinda, Mokhzani, Mukhriz, 
Mazhar and Maizurah.

Profile of
Tengku Datuk Dr. Mohd Azzman Shariffadeen bin Tengku 
Ibrahim

Tengku Datuk Dr. Mohd Azzman Shariffadeen bin Tengku Ibrahim is best 
known as the President and Chief Executive Officer of MIMOS Berhad. 

He studied at University of Manchester Institute of Science and Technology, 
United Kingdom, received his PhD in 1974, and went on to lecture at the 
University of Malaya (UM). He was appointed the Dean of the Faculty of 
Engineering in 1975. In 1984, he left UM to form MIMOS (the Malaysian 
Institute of Microelectronic Systems) which was later corporatised into 
MIMOS Berhad. 

Tengku Datuk Dr. Mohd Azzman Shariffadeen helped to catalyse the 
formation of the Multimedia Super Corridor (MSC) and has contributed to 
the development of the National IT Agenda. Among others, he is a Fellow 
of the Academy of Science Malaysia; Fellow of the Institute of Engineers, 
Malaysia; Senior Member of the Institute of Electrical and Electronics 
Engineers, USA; Member of the National Council for Scientific Research 
and Development (NCSRD) and is also appointed as Fellow of a Centre for 
Global Communications (GLOCOM), Japan. He was also the Secretary to the 
National Information Technology Council (NITC). 

In 1990, he was conferred the Johan Setia Mahkota (JSM) award and in 
1996, the Panglima Jasa Negara (PJN). His contributions and achievements 
in the IT Industry has also earned him the 5th ASEAN Achievement Award in 
Information Technology by the Asean Business Forum in 1997. The Association 

of the Computer Industry Malaysia (PIKOM) awarded him its 10th Anniversary 
Recognition Award in 1996, as well as its IT Achievement Award in 1992. Dr 
Tengku Mohd Azzman serves as Adjunct Professor at the University Utara 
Malaysia and the International Islamic University, Malaysia. He has presented 
and published more than 70 papers locally and internationally. 

Tengku Datuk Dr. Mohd Azzman Shariffadeen received the Honorary Doctorate 
Degree in Information Technology from YABhg. Tun Chancellor of Universiti 
Tun Abdul Razak on 11th October 2003 during its 3rd Convocation Ceremony. 
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Profiles of 
New Club of Paris Participants

Leif Edvinsson is Professor of Intellectual Capital, University of Lund, 
Sweden, and The Hong Kong Polytechnic University, and a leading expert 
on Intellectual Capital (IC). He was the world’s first corporate director of 
Intellectual Capital at Skandia in Stockholm, Sweden. He has been a key 
contributor to the theory of IC and oversaw the creation of the world´s first 
corporate Intellectual Capital Annual Report. He serves as a Member of the 
Board of Directors for many different organizations, as well as advisor to both 
Governments, UN and World Bank. He has among others been acknowledged 
for his pioneering work by Brain Trust, UK, which in 1998 awarded him the 
‘Brain of the Year.’ Most recently, he was listed among the top 20 list of Most 
Admired Knowledge Leaders In The World.

Professor Ahmed Bounfour is the founder and coordinator of the 
European Chair on Intellectual Capital Management, University Paris-Sud. He 
was Associate Professor for Innovation Policy and Strategic Management at 
University Marne La Vallée Paris-East, France (1994-2004) and was previously 
Director for high tech programmes within Euroconsult, a Paris strategic 
boutique specialised in innovation strategies for large industrial companies 
and High –Tech industries (telecommunications and Earth Observation) (1984-
1994). Professor Bounfour has conducted several assignments of European 
industrial competitiveness, in particular for the European Commission (DG 
Internal Market, DG Enterprise, DG INFSO, DG Research), the European Space 
Agency, the Ministry of Industry (France), the Ministry of Telecommunications 
(France) and CNES. Since Mid-1990, as scholar and global thinker, he develops 
a research and advisor agenda, based on leveraging intellectual capital and 
intangibles resources for nations, regions, and communities. He led one of 
the first reports for the European Commission on Intangibles (1998, published 
with Kogan Page) and published several papers and books on intellectual 
capital management: The Management of Intangibles (2003, Routledge); 
Intellectual Capital for communities (2005, Elsevier Butterworth-Heinemann, 

with Leif Edvinsson) and Organisational Capital (Routledge, 2009). Professor 
Bounfour is one of the three initiators of the New Club Paris, for which he 
acts as Vice-President.

Günter Koch from on 1993 was the General Director of the “European 
Software Institute” and there initiated a process quality and maturity 
standard for “think processes” such as in software engineering, which today 
is known as ISO 15504 (“SPICE”). From on 1998 in his role as CEO of Austria’s 
largest applied research organization ARC he has composed the model for 
Intellectual Capital Reporting (ICR) widely applied in Europe, as well as a 
framework based on Koch’s method, today is a legal reporting obligation for 
Austrian universities. ICR methods endorsing the so called Koch-Schneider-
model are used in Europe with steady growing acceptance. Since 2006 
Koch works for the consultancy group execupery and in parallel acts as the 
General Secretary of The New Club of Paris.

Dr Jean-Eric Aubert, international expert, formerly Lead Specialist at 
the World Bank and the OECD, used to manage the WBI Knowledge Economy 
work. Prior to joining the World Bank in 2000, Jean-Eric Aubert has worked 
at the Organization for Economic Cooperation and Development in which he 
used to lead science, technology and innovation policy studies. He has also 
acted as consultant for a number of international organizations including 
UN agencies and the European Commission. Throughout his career Jean-Eric 
Aubert has worked as policy evaluator and advisor in more than 40 countries 
of all development levels. Jean-Eric Aubert, a French national, holds post-
graduate diplomas in Economics and a PhD in Applied Mathematics from Paris 
Universities.

Pirjo Ståhle is Professor at the Finland Futures Research Centre , 
University of Turku . Professor Ståhle’s main area of specialization is the 
capability of organizations and societies for renewal and innovation. 
Professor Ståhle is often mentioned as a pioneer of Knowledge Management 
and Intellectual Capital in Finland: She was the country’s first-ever Chief 
Knowledge, first Professor of Knowledge Management , and her book on 
Knowledge Management was the first Finnish book on this subject.Professor 
Ståhle is a board member of the New Club of Paris , an international forum 
dedicated to knowledge society issues.
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Eduardo Rath Fingerl, born in Rio de Janeiro, Brazil, is an engineer 
with Master’s Degree in production engineering from COPPE/ UFRJ – Federal 
University of Rio de Janeiro, with a thesis entitled “Considering Intangibles 
Assets: Brazil and BNDES”. Eduardo joined BNDES (Brazilian Development 
Bank) in 1976 and since then has occupied several executive positions at 
BNDES and at the private sector. Currently, he is BNDES’s Managing Director 
of Capital Markets, Venture Capital, Private Equity and Environment. He is 
also a member of the Advisory Board of ABVCAP – Brazilian Venture Capital 
and Private Equity Association, as well as member of the Board of FIBRIA AND 
BRASKEM, two listed Brazilian Corporations.

Takayuki Sumita is Chairman, World Intellectual Capital/ Assets 
Initiative (WICI). After joining METI in 1985, he has been deeply involved 
in policy planning on innovation and corporate management, while leading 
the intensive discussion on intellectual asset based management, including 
the publication of the disclosure guideline, making presentations in OECD, 
World Bank conference and many symposiums or seminars on intellectual 
assets, while making a lot of writings to the public. He also constructed a 
consortium on intellectual asset based management in Japan as a branch 
of New Club of Paris. Since 2009, he works as executive Director, Japan 
Machinery Center Brussels Office with a strong connection with European 
Commission especially on disclosure mechanism related to non-financial 
information.

Piotr K. Stryszowski has been Policy Analyst in the Directorate for 
Science, Technology and Industry of the Organisation for Economic Co-
operation and Development (OECD) since 2006. Within OECD DSTI he has been 
involved in numerous projects in the area of economics of knowledge and 
intellectual property rights, such as “Economic Impact of Counterfeiting and 
Piracy”, “Innovation in the Software Sector”, “Piracy of Digital Content”, and 
“Knowledge Markets and Networks”. Mr. Stryszowski graduated in Economics 
from Tilburg University (the Netherlands). His academic research concerns 
the economic aspects of innovation and intellectual property.

Profiles of Malaysian Speakers

Danny Quah (born July 26, 1958 in Malaysia) is Professor of Economics 
and Co-Director LSE Global Governance at the London School of Economics 
and Political Science. He is currently Council Member on Malaysia’s National 
Economic Advisory Council. Quah’s work includes important contributions 
to the fields of Economic Growth, Development Economics, Monetary 
Economics, Macro-Econometrics, and more recently the Weightless Economy. 
Quah obtained his Ph.D. from Harvard University under Thomas Sargent and 
his A.B. from Princeton University. He was formerly Head of Department 
for Economics at London School of Economics and Political Science (2006-
2009). Other work experience includes stints at MIT, Harvard, and the 
University of Minnesota. Among his most cited works are his paper on Vector 
Autoregressions with Olivier Blanchard , his paper on the convergence of 
Twin Peaked income distributions, and his work as a graduate student on 
the appendix to the famous Monetarist paper, “Some Unpleasant Monetarist 
Arithmetic”, a paper that is considered to be a significant contribution to 
the field of Monetary Economics. However, Quah is considered by some to 
be an Austrian economist as he has written articles for the Ludwig Von Mises 
Institute.

Dr. Mahani Zainal Abidin was Professor in the Department of Applied 
Economics at the Faculty of Economics and Administration, University of 
Malaya.  She obtained her Ph.D (development economics) from the University 
of London in 1992.  Her research interests are in the areas of industrial 
policy, international trade and regional groupings and economic structural 
transformation.  In January 1998, Dr. Mahani was appointed a member of the 
Working Group for the National Economic Action Council, a body established 
by the Malaysian Government to formulate measures to initiate recovery 
from the economic and financial crisis.  Dr. Mahani is the Deputy President 
of the Malaysian Economic Association.  She is also Member of International 
Steering Committee for the Pacific Trade & Development (PAFTAD).  She was 
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a Board Member of the Malaysia Employees Provident Fund (1998-2000). 
In April 2001, Dr. Mahani was appointed as the Head, Special Consultancy 
Team on Globalisation of the National Economic Action Council. Dr. Mahani 
was appointed as the Economic Adviser to the Bank Industri & Teknologi 
Malaysia Berhad from 2003 – 2005.  She also served as Deputy Chairman of 
the National Accreditation Board from May 2003 until October 2007. In 2005, 
Dr. Mahani was appointed as the Deputy Director-General, Department of 
Higher Education, Ministry of Higher Education Malaysia. She was invited as 
a Distinguished Vising Scholar to the John Curtin Institute of Public Policy, 
Curtin University of Technology, Perth, Australia in February 2008.

Professor Dr. Datuk Osman Bakar is now Emeritus Professor of 
Philosophy at the University of Malaya in Kuala Lumpur, and Deputy CEO 
of the International Institute of Advanced Islamic Studies–Malaysia. He 
is currently a Senior Fellow at the Prince al-Waleed Center for Muslim-
Christian Understanding at Georgetown University, Washington D.C.; Senior 
Research Fellow at the Center for Civilisational Dialogue in the University 
of Malaya; and Visiting Research Fellow at Doshisha University in Kyoto, 
Japan. Emeritus Professor Osman Bakar received his high school education 
at the prestigious boarding school Malay College Kuala Kangsar, known then 
as “Eaton of the East”. He studied mathematics at Woolwich Polytechnic 
in the University of London, where he obtained his B.Sc. (1970) and M.Sc. 
in Mathematics & Algebraic group theory (1971) at Bedford College of the 
same University.  Later he pursued postgraduate studies at the Department 
of Religion, Temple University where he earned his doctorate in Islamic 
Philosophy (1987) under the supervision of Professor Seyyed Hossein Nasr.  
He has taught at the National University of Malaysia (1970 - 1977) and the 
University of Malaya (1977 - 2000).  He became Professor (1992) as Chair 
of Philosophy of Science at the Faculty of Science, University of Malaya. 
Emeritus Professor Osman Bakar has made major contributions to the 
popularisation of Islamic science, global discourses on religion and science, 
and to the advancement of cross-cultural studies in history and philosophy of 
science. He is particularly interested in exploring the encounter of religion 
and science on such issues as cosmic design, meaning of intelligence both 
terrestrial and extra-terrestrial, cognitive psychology, evolution, quantum 
physics and consciousness, bioethics, and genetics.

Professor Dr. Mahendhiran Nair is a Professor of Econometrics, 
Discipline Head of Econometrics and Business Statistics and Deputy Head 
of School (Research) at the School of Business, Monash University Malaysia. 
He currently heads a research team at Monash University that studies the 
impact of ICT & innovation on competitiveness & sustainable development of 
nations and corporations. Over the past three years, Dr. Mahendhrian Nair has 
been studying global trends in ICT and its impact on developed, developing 
and under-developed countries. His research work provides insights into 
why some countries were converging to higher stages of development in 
the new economy at a rapid pace,while other countries are falling behind. 
These insights provide useful directions for the formulation of policies and 
strategies to facilitate developing and under-developed countries to leapfrog 
to higher stages of competitiveness and socioeconomic development. His 
research work also identifies new sources of growth for developing and 
under-developed countries to achieve sustainable development.

Some of Dr. Mahendhiran Nair’s research works have been published in 
international journals and presented at international conferences. His 
research interests are in the area of ICT Strategy & Policy, Economics of 
Technology & Innovation, and Information Modelling. Dr. Mahendhiran Nair 
holds a PhD specializing in Economics (Econometrics), an MA in Statistics, 
and an MA in Economics from York University, Canada. He also holds a 
Bachelor of Science Honours in Mathematics from Brock University, Canada. 
Before joining Monash University, Dr. Mahendhiran Nair held an academic 
appointment with Concordia University in Montreal, Canada.
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SPONSORS

Corporate Sponsors 

UEM Group Berhad started out as United Engineers (Malaysia) Berhad in 
1966, and over the years the Group has built a reputation as Malaysia’s 
leading conglomerate in the construction of infrastructure. As the preferred 
nation-building partner, the Group is a wholly-owned subsidiary of Khazanah 
Nasional Berhad, one of the Malaysian Government’s investment arms. The 
Group’s business is focused on four core businesses namely Expressways; 
Township & Property Development; Engineering & Construction; and Asset 
& Facility Management. The Group also has interests in such sectors as 
healthcare, information technology, manufacturing and logistics. In line 
with its role as Malaysia’s preferred partner in nation-building, UEM Group is 
committed to making significant contributions to the development of human 
and intellectual capital as well as towards enhancing the quality of life and 
the world around us.

 

Productivity and turnaround time are vital elements in the port industry 
and Westports Malaysia believes in spurring its workforce to deliver and to 
maintain standards that exceed the norm. Hence with the drive to outdo 
the industrial performance of 25 standard container moves per hour (mph), 
Westports operations team continuously engages in a Formula 1 spirit to 

consistently move above 35 Gross mph. Strategically located along the 
Straits of Malacca, Westports today has positioned itself as the pit stop for 
Container vessels plying the world’s busiest shipping lanes. Westports is not 
only a leading port in South East Asia, but also one of the top 5 Ports in 
the world in terms of productivity. During the last 15 years, the port has 
won more than 20 awards – some of the recent ones include, International 
Association of Ports and Harbors (IAPH) Gold Award for IT (May 2007), Human 
Resources Minister HR Development Award (Sept 2007) and Best Brands in 
Logistics – Ports (March 2009).

Tradewinds Corporation Berhad is one of Malaysia’s premier corporations 
with investments in two core areas – hotels and property.  The Group’s 
success in these areas attests to its commitment to seeking out quality 
investments and new growth opportunities consistent with the vision to be 
the premier real estate company in the country.  Tradewinds is one of the 
largest hotel owners in Malaysia with 8 hotels in its stable and also involved 
in both investment and development properties.  For more info, please visit 
our website at www.tradewindscorp.com.

Official Airline

 

Malaysia Airlines, the national carrier of Malaysia, is recognised as one of 
Asia’s largest, flying more than 14 million passengers in 2009 to over 100 
destinations across 6 continents.

Malaysia Airlines has been accredited as a 5-Star airline by Skytrax since 
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2005. Its cabin crew has won the “World’s Best Cabin Staff” award for 
2001-2004, 2007 and 2009 – the most for any airline. Other recognitions 
received in 2009 include Airline of The Year by Malaysia Airport Holding Bhd, 
3rd in Top Performing Company by Aviation Week, No. 8th in Top Airlines 
Worldwide Category by Smart Travel Asia and the Top 10 airlines in the first 
Global Local Monitor on airline websites. Malaysia Airline Engineering & 
Maintenance also provides one-stop-shop MRO solutions ranging from aircraft 
maintenance services and modification, component and engine support, 
specialized engineering and workshop support, training and consultancy, to 
integrated fleet technical management. Since 1972, the attainment of high 
level technical competence and engineering capability has always been a 
priority for MAS E&M. The well-equipped engineering facilities located both 
in Sepang (KLIA) and Subang are manned by well-trained and highly skilled 
personnel manifests MAS E&M commitment to excel in its operations. E&M 
has expanded the capacity rapidly over the last 10 years and currently has 
24 aircraft bays for widebody and narrowbody aircraft within the 6 hangars, 
one of the largest MRO provider in the Asia Pacific region.

Official Venue

 

Crowne Plaza Mutiara Kuala Lumpur is “The place to meet” in Kuala Lumpur 
- offering a diverse range of meeting rooms in the heart of the city, and 
within a 4-minute walk to the KLCC (Kuala Lumpur Convention Centre). With 
Malaysia developing as one of the hottest destinations in Asia for Meetings 
and Incentives, Kuala Lumpur provides the perfect combination of “East 
meets West” - a melting pot of cultures producing gastronomical delights 
and colourful festivals throughout the year. For the perfect location and 
with 28 meeting rooms featuring state of the art technology, it’s hard to 
beat Crowne Plaza Mutiara Kuala Lumpur for a meeting requiring numerous 
break-out areas or a gala event to impress.

Official Transport

 

It was established in 1983 under the direction of the former Prime Minister, 
Dr. Mahathir Mohamad. Since then, it was Malaysia’s dominant carmaker 
until the establishment of Perodua in 1993. Based on technology and parts 
from Mitsubishi Motors and a design inspired by Alfa Romeo, production 
of the first model, the Proton Saga began in September 1985 at its first 
manufacturing plant in Shah Alam, Selangor. Initially the components of the 
car were entirely manufactured by Mitsubishi but slowly local parts were 
being used as technologies were transferred and skills were gained.

Video Conferencing by

 

TANDBERG is a leading global provider of telepresence, high-definition video 
conferencing and mobile video products and services with dual headquarters 
in New York and Norway. TANDBERG designs, develops and markets systems 
and software for video, voice and data. The company provides sales, support 
and value-added services in more than 90 countries worldwide.
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About

Perdana Leadership Foundation
“Drawing on the past to serve the future”

Perdana Leadership Foundation was set up in 2003 with the aim of preserving, 
developing and disseminating materials by and on Malaysia’s past Prime 
Ministers. Based on the principle that past leadership can yield valuable 
insights for future development, the Foundation’s objective is to increase 
awareness and appreciation of Malaysia’s rich intellectual heritage. Tun Dr 
Mahathir Mohamad is the Foundation’s Honorary President.

The Foundation’s distinctive home sits in a landscaped enclave that nurtures 
contemplation and research in the heart of Malaysia’s administrative capital, 
Putrajaya. 

The objectives of the Foundation are: -
• To research, document and disseminate the intellectual legacies of our 

past Prime Ministers
• To highlight the contribution of our past Prime Ministers in the social, 

economic and political development of the nation
• To create awareness of the development process of the nation and draw 

lessons from the nation’s history to enhance future development
• To be a resource centre for the policies, strategies and initiatives 

adopted under the various Prime Ministers which may be used and 
adapted by other nations

Our broader objective is to promote global understanding by providing a 
platform for scholars and thinkers to undertake research and share ideas for 
lasting, peaceful resolutions.

The Foundation operates a physical and electronic library, Perdana Library, 
which provides direct access to a wealth of information on Malaysia’s 
past Prime Ministers. Perdana Library collects, organises, preserves and 
disseminates materials by and about the past Prime Ministers and events 

connected to them, and outlines the policies, strategies and initiatives they 
adopted. It is an archive for scholarly and analytical pursuits.

The library is the core of the Perdana Leadership Foundation to provide a 
means for Malaysians to understand our national ethos and drawing lessons 
from the past to chart the course for a better future. It house records of 
contributions by past Prime Ministers in terms of the economic, social and 
political development of the nation.

Perdana Library has also been set up to provide a platform for the public to 
understand and appreciate the course taken by Malaysia in creating a nation 
out of the diverse ethnic, religious and cultural elements of the country’s 
population. It serves as a repository of works and documents related to the 
policies, strategies and initiatives adopted by Malaysia’s past Prime Ministers.

Since 2005, the Perdana Leadership Foundation has been actively digitising 
documents and audio video materials related to the past Prime Ministers 
of Malaysia. These materials include speeches, books, news clippings, 
magazine articles, videos and audio tapes. To date, we have digitised close 
to 9 million pages of documents, or approximately 330,000 titles. We have 
invested heavily in the infrastructure that enable us to scan, OCR, index, 
store and publish our digital documents, and have also invested in search 
technology to enable faster, more accurate searches through our archives.
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About

The New Club of Paris

The New Club of Paris is the agenda developer for the Knowledge Economy. 
The Club’s main objective is to create awareness on what the knowledge 
society is and will be, and also support nations, regions, cities, communities 
organizations and companies in their transformation into the Knowledge 
Economy. 

The New Club of Paris was founded in 2006. It was emerging as a consequence 
of two major events: 

1.  The finalization of a report called RICARDIS (Reporting Intellectual 
Capital to Augment Research, Development and Innovation in SMEs – 
available via EU Webpages) by a high level experts group, appointed by 
the European Commission. The report recommended a number of steps 
to the Commission for stimulating companies in Europe and to apply 
Intellectual Capital Reporting (in German: “Wissensbilanz”) as a new 
method of knowledge leadership related to the so called Lisbon agenda. 
The RICARDIS group itself was initiated by among others by Professor 
Günter Koch in his role then as a member of the European Association 
of leading Research and Technology Organizations (EARTO).

2.  A major annually ongoing conference under the auspices of the World 
Bank Institute in Paris, initiated by Professor Ahmed Bounfour on the 
focus of “Intellectual Capital of Nations, Regions and Communities”. 
This is also the title of a book initiated and compiled by Professor 
Ahmed Bounfour and Professor Leif Edvinsson.

The founding persons and initiators of the New Club of Paris then became 
Edvinsson, Bounfour and Koch. The first two are acting as Chairman and Vice 
Chairman with the latter acting as General Secretary. The Club as a set up 
is an international association under Austrian law with its seat in Vienna. 
The Board is now also supplemented with representatives from Japan (T. 

Sumita), South America (E. Rath-Fingerl) and Scandinavia (P. Stahle).
The “Credo” of the Club has been documented in its Manifesto, initially signed 
by some 30 prominent Founding Members. The Club’s membership is focused 
on “Intellectual Entrepreneurs”, knowledge scientists, opinion leaders in 
Knowledge Society / Economy and high level “knowledge politicians”. The 
Club prominently participates in knowledge raising events around the world, 
runs an annual seminar in Paris, coordinates and contributes to worldwide 
research efforts on the knowledge economy, that it publishes in papers and 
books, as well as on its emerging website www.new-club-of-paris.org 

The New Club of Paris especially and with great success runs so called Round 
Table (RT) projects usually based on invitation by Governments or Cabinets. 
The purpose of RTs is to provide an analyzing dialogue and an agenda 
setting development process for a country, a region or a city to prepare 
the transformation towards a knowledge community. Thereby it initiates 
agenda developing projects clarifying and amplifying the global movement 
towards the Knowledge Society. Its work has an impact power of Knowledge 
Navigation leading to the refinement of national or regional Knowledge 
Policies.

The New Club of Paris cooperates with international and national institutions 
with which it endorses or organises events synchronous with its agenda.The 
Club has local emerging communities worldwide in different countries which 
are represented by so called “Ambassadors”, who act due to local needs and 
preferences.
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PUBLIC DIALOGUE HOSTS

The Asian Strategy & Leadership Institute (ASLI) is a Malaysia’s leading 
independent private Think Tank which is committed to the development of 
Asian leadership and strategic thinking. ASLI’s vision is to create a better 
society. ASLI’s mission is to help organizations enhance competitiveness, 
leadership and strategic capabilities through its public programmes, 
conferences, publications, policy research, business councils and CEO 
peer groups. ASLI provides trusted insights to governments, businesses and 
the diplomatic community. It also acts as a knowledge channel through 
interaction and dialogues with thought leaders. ASLI’s value propositions are 
its valuable insights, high-level interaction, thought-leadership and in-depth 
research studies.

Based in Kuala Lumpur, the International Institute of Advanced Islamic 
Studies (IAIS) Malaysia was established in 2008 as a nonprofit independent 
research institute with the Government of Malaysia funding. The Institute 
is dedicated to rigorously pursue objective academic research on Islam 
and contemporary issues of concern to Malaysia, the ummah and Islam’s 
engagement with other civilisations. The Government of Malaysia has 
adopted Islam Hadhari as its policy programme since its inception in 2004. 

It is now widely known in Malaysia and, in varying degrees, elsewhere in the 
Muslim world. IAIS Malaysia plans to present the general public in Malaysia 
and elsewhere with sound research that develops the goals and objectives 
of Islam Hadhari and its component principles within the context of Islamic 
teachings and doctrines. IAIS Malaysia suggests policy options with the sole 
purpose of advancing people’s welfare and good governance by developing 
credible Islamic perspectives on issues. Our credibility will ultimately depend 
on the quality of our work, the calibre of our research, and our commitment 
to objectivity that is not compromised by political or partisan interests.

The Institute of Strategic and International Studies (ISIS), Malaysia’s premier 
think-tank was established on April 8, 1983. As an autonomous and non-profit 
organisation, ISIS is engaged in objective and independent policy research.It 
also fosters dialogue and debate among the public sector, the private sector 
and academia.ISIS has been at the forefront of some of the most significant 
nation-building initiatives in Malaysia’s history, such as contributing to the 
Vision 2020 concept and as the consultant to the Knowledge-Based Economy 
Master Plan initiative. The Institute has also played a role in fostering closer 
regional integration and international cooperation through forums such as 
the Asia-Pacific Roundtable, the East Asia Congress and the Network of East 
Asian Think-Tanks (NEAT).
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List of Moderators, Speakers and Participants

•	 Tun Dr. Mahathir Mohamad
  Honorary President
  Perdana Leadership Foundation

•	 Tan Sri Nik Mohamed Nik Yaacob
  Executive Director
  Perdana Leadership Foundation

•	 Datuk Badariah Arshad
  Director of Operations
  Perdana Leadership Foundation

•	 Puan Zarina Abu Bakar
	 	 General	Manager
  Perdana Leadership Foundation

•	 Datin Sunita Rajakumar
  Principal, Director
  Artisan Encipta

•	 Tengku Dato’ Azzman Shariffadeen
  Honorary Member
  The New Club of Paris

•	 Professor Ahmed Bounfour
  Vice President
  The New Club of Paris

•	 Professor Pirjo Stahle
  Board Member
  The New Club of Paris

•	 Professor Leif Edvinsson
  President
  The New Club of Paris

•	 Mr. Takayuki Sumita
  Board Member
  The New Club of Paris

•	 Mr. Eduardo Rath Fingerl
  Board Member
  The New Club of Paris

•	 Professor Gunter Koch
	 	 General	Secretary
  The New Club of Paris

•	 Dr. Piotr Stryzowski
  Member
  The New Club of Paris

•	 Professor Emeritus Datuk Dr. Osman Bakar
   Deputy CEO
   International Institue of Advanced Islamic 
   Studies Malaysia

•	 Professor Danny Quah
	 	 	 Co-Director	LSE	Global	Governance
   London School of Economics

•	 Dato’ Dr. Mahani Zainal Abidin
   Chief Executive
   Institute of Strategic and International 
   Studies Malaysia
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•	 Professor Dr. Mahendhiran Nair
   Discipline Head of Econometrics and  
   Business Statistics and Deputy Head of 
   School (Research) at the School of 
   Business, Monash University Malaysia

•	 Datuk Mohd Badlisham Ghazali
	 	 Chief	Executive	Officer
  Multimedia Development Corporation

•	 Dato’ Syed Zainal Abidin Syed Mohamed Tahir
  Managing Director
  Proton Berhad

•	 Professor Datuk Dr. Shamsul Amri Baharuddin
   Founding Director
   Institute of Ethnic Studies
   Universiti Kebangsaan Malaysia

•	 Professor Dato’ Dr. Aziuddin Ahmad
  Rector
	 	 Kolej	Universiti	Islam	Malaysia

•	 Dato’ Dr. Michael Yeoh
	 	 	 Chief	Executive	Officer
   Asian Strategy and Leadership Institute 
   (ASLI) 

•	 Dato’ Iskandar Mizal Mahmood
	 	 	 Chief	Executive	Officer
   Malaysian Biotechnology Corporation 
   Sdn Bhd

•	 Dato’ Dr. Mohd Nazlee Kamal
	 	 Chief	Executive	Officer
  Inno Biologics Sdn Bhd

•	 Tan Sri Yusof Basiron
	 	 Chief	Executive	Officer
  Malaysian Palm Oil Council

•	 Ms. Maslynnawati Ahmad
  Senior Vice President
	 	 Khazanah	Nasional	Berhad

•	 Datuk Shahril Shamsuddin
  Executive Vice-Chairman
  SapuraCrest Petroleum

•	 Tan Sri Dr. Mohd Munir bin Abdul Majid
  Chairman
  Malaysia Airlines

•	 Tan Sri Dato’ Lee Kim Yew
  Founder & Deputy Chairman
  Country Heights Holdings Bhd

•	 Tan Sri Dr. Salleh Mohd Nor
  President
  Malaysian Nature Society

•	 Mr. David Lee Tuck Wai
	 	 Group	Chief	Financial	Officer
  Bina Puri Holdings Bhd

•	 Ms. Hannah Lyana Lee Abdullah
  Head of Corporate Performance
	 	 UEM	Group	Berhad

•	 Dato’ Sri Mustapa Mohamed
  Minister
  Ministry of Trade and Industry
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•	 Ms. Yap Mun Ching
	 	 Special	Officer	to	the	Minister
  Ministry of Trade and Industry

•	 Mr. Hanif Hassan
  Press Secretary to the Minister
  Ministry of Trade and Industry
•	 Mr. Jomo Sundaram
	 	 	 Assistant	Secretary	General	for	Economic	
   Development in the Department of  
   Economic and Social Affairs 
   United Nation

•	 Mr. Lee Chee Sung
  Executive Director
  NEAC Secretariat

•	 Dato’ Haji Nadzam Haji Mohd Din
  Managing Director
  Tan Chong Motor Holdings Bhd

•	 Ms. Ng Yeen Seen
  Director
  Centre For Public Policy Studies

•	 Dr. Oh Ei Sun
  Political Secretary to the Prime Minister
	 	 Prime	Minister’s	Office

•	 Dr. Shukri Ab Wahab
  Chief Executive Director
  Akademi Sains Malaysia

•	 Mr. Jean-Eric Aubert
  Member
  The New Club of Paris 
  (Via Video-Conferencing)
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Prepared by Professor Danny Quah
Malaysia cannot afford to go slow on structural reform implementation

SUBMITTED BY PHILIP SCHELLEKENS	ON	SUN,	2010-04-18	22:00

Malaysia is emerging strongly from the worst export slump in its economic 
history.	With	 a	 robust	 recovery	 underway,	Malaysia	 is	 now	 focusing	 on	
the medium-term growth agenda and a New Economic Model has been 
proposed.	It	is	against	this	backdrop	that	the	World	Bank	launched	its	new 
report on the Malaysian economy	on	April	19	(full	disclosure:	I	 lead	the	
team who authors the report).

The key message from the report is that Malaysia cannot afford to go slow 
on the implementation of structural reforms. Our analytical work suggests 
three	reasons	why:

•	 High-income economy.	Growth	 to	date	 has	been	driven	primarily	
by	greater	quantities	of	capital	and	labor.	To	break	the	glass	ceiling	
between middle and high income, growth will need to be based on 
innovation	with	greater	emphasis	on	the	quality	of	capital	and	labor	
as	well	as	the	efficiency	with	which	these	are	combined	in	production.	
Structural reforms, as argued in the report, will be essential to unleash 
Malaysia’s	innovation	potential	and	achieve	the	high-income	objective

•	 Inclusive growth.	Affirmative	action	is	an	essential	policy	instrument	
in many countries around the world and can be designed and 
implemented in ways that are conducive to growth. Pro-growth 
affirmative	action	requires	a	refocusing	on	needs	so	 that	 the	errors	
of	 inclusion	 and	 exclusion	 are	minimized.	 	More	 broadly,	 structural	
reforms that boost growth and enlarge the pie of national income make 
it	 easier	 to	 meet	 distributional	 challenges	 which	 remain	 significant.	
Poverty in Malaysia is four times higher than in Korea and Singapore, 
and	inequality	remains	high	at	levels	comparable	with	Indonesia	and	
Vietnam.

•	 Government debt sustainability. Extraordinary times call for 

extraordinary measures and governments around the world 
expanded their balance sheets. The experience in Malaysia has not 
been different. Structural reforms, however, will be essential to ensure 
that the growth momentum is sustained and the debt level is gradually 
reduced. Slippages on the structural reform implementation front 
could be costly and cause the debt to rise relative to national income, 
which	in	turn	would	require	additional	fiscal	consolidation.	Structural	
reform thus matters not only for growth but also for debt sustainability.

	 Whether	policy	changes	translate	into	tangible	outcomes	will	depend	
on the scope of the reform effort and on the capacity of the institutions 
implementing them. As picking and choosing individual reforms 
measures would diminish synergies between reforms, a comprehensive 
effort is more likely to yield success. Institutional capacity matters as 
well and further efforts to coordinate and streamline the government 
machinery would be conducive to effective reform implementation 
particularly where numerous stakeholders are involved.

 If reforms can be implemented both comprehensively and timely, the 
benefits	are	likely	to	be	considerable.	Addressing	the	imperfections	
in the enabling environment could generate, for example, a powerful 
transitory boost particularly to the services sectors, where further 
liberalization	 could	 boost	 productivity	 by	 as	 much	 as	 40	 percent,	
as our research suggests. Over time, additional momentum can be 
squeezed	from	reforms	that	unleash	Malaysia’s	innovation	potential.	
These	 measures	 would	 bring	 Malaysia	 significantly	 closer	 to	 the	
objective	of	becoming	a	high-income	economy.

Comments
Malaysia and the NEM
SUBMITTED	BY	ANONYMOUS	ON	MON,	2010-04-19	12:42.

For the past 40 years Malaysia implemented the NEP purportedly to 
alleviate poverty of the Malay (Bumiputras). That policy was defacto not a 
policy	of	affirmative	action	but	was	positive	racial	discrimination.	While	it	
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supported the elite Bumiputras in seeking scholarships, shares at discounts, 
land,	 licenses	 it	 was	 not	 a	 level	 playing	 field	 for	 even	 the	 Bumiputras.	
The	Royalty	and	elite	benefitted	from	this	policy.	As	for	the	non-Malays	it	
was un developing them-not being able to participate in the economy or 
attend	universities	that	carried	a	quota.	Worst	still	for	race	relations	it	tore	
up the country through this segregation-there is still much hatred today 
with	the	government’s	policies.

Now	 in	 2010,	Malaysia	 finds	 itself	 unable	 to	 compete	 globally	 in	 the	
market. Free trade rules do not allow for discrimination and the failure 
to obtain an FTA with the USA, speaks by itself-the USA will not accept 
apartheid. In the process of trying to participate, the Malaysia government 
has come out with the NEM (New Economic Model). Let me say at the 
outset, that this is nothing more than a relabeling of the NEP to satisfy 
conditions	 to	be	accepted	 into	a	multilateral	 treaty	of	sorts!	The	World	
must not allow this. This will enable the Malay government to work with US 
and other companies in Malaysia contracts leaving out the Chinese and 
Indians. This must never be allowed to happen. The Malaysian government 
is attempting to enter the backdoor knowing fully well that the front is shut 
and locked because of the racial discriminatory policy.
    
 •	 reply

New Economic Model
SUBMITTED BY PHILIP SCHELLEKENS	ON	MON,	2010-04-19	20:47.

Anonymous, thanks for your comment. Your observation is consistent with 
the	 fact	 that	 income	 inequality	 in	Malaysia	 remains	 at	 high	 levels.	 This	
applies to the country as a whole but also within broad segments of society 
and in fact within each of the ethnic groups in Malaysia.

Regarding	the	New	Economic	Model,	I	would	not	pre-judge	how	this	is	going	
to unfold. Of course, the broad policy principles that have been announced 
will	need	to	be	implemented	first	-	and	implemented	successfully	-	before	
any	 real	 change	 is	 going	 to	 happen.	 But	 I	 find	 it	 encouraging	 that	 the	

NEM, which was made publicly available, contains a frank assessment of 
the challenges facing Malaysia. The report highlights for example that the 
gap between rich and poor is widening in Malaysia and it does refer to 
many of the issues that you mention.

The	NEM	does	not	stop	at	making	assessments;	it	offers	a	way	forward.	
The	NEM	proposes	a	whole	range	of	policy	initiatives.	Affirmative	action	is	
just	one	of	them	(even	though	this	is	the	one	the	domestic	and	international	
media	focused	the	most	on).	The	NEM	proposes	to	modernize	the	country’s	
affirmative	action	policies,	by	making	the	policy	more	transparent,	market-
friendly and targeted to the needy.

To	 quote	 directly	 from	 the	 report	 on	 page	 25(www.neac.gov.my/
node/235):

“A	 key	 component	 of	 inclusiveness	 is	 the	 fostering	 of	 equal	 and	 fair	
economic	opportunities.	Affirmative	action	programmes	and	institutions	will	
continue in the NEM but, in line with views of the main stakeholders, will be 
revamped to remove the rent seeking and market distorting features which 
have blemished the effectiveness of the programme.

Affirmative	 action	 will	 consider	 all	 ethnic	 groups	 fairly	 and	 equally	 as	
long	as	they	are	in	the	low	income	40%	of	households.	Affirmative	action	
programmes would be based on market-friendly and market-based 
criteria together taking into consideration the needs and merits of the 
applicants.	 An	 Equal	 Opportunities	 Commission	 will	 be	 established	 to	
ensure fairness and address undue discrimination when occasional abuses 
by	dominant	groups	are	encountered	(Table	H).”
	 •	 reply

Hi philip, I read your blog
SUBMITTED	BY	YARA	SALEM	ON	MON,	2010-04-19	17:08.

Hi philip, I read your blog this morning. later today I read an article on The 
State of Entrepreneurship in Malaysia
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http://www.entrepreneurship.org/PolicyForum/Blog/post/2010/04/19/
The-State-of-Entrepreneurship-in-Malaysia.aspx
the	 article	 talks	 about	 Malaysia’s	 relatively	 high	 entrepreneurialism	
and	 its	 reflections	 in	 its	 entrepreneurship	 and	 innovation	 rank	 by	 the	
Legatum	 Prosperity	 Index:	 28th	 out	 of	 104	 economies.	 the	 article	 says	
that	Malaysia’s	performance	is	boosted	by	a	flourishing	high-tech	industry.	
High-tech exports constitute over half of total exports. Moreover, high 
levels	of	royalty	receipts	 indicate	that	Malaysia	is	able	to	capitalize	on	
its	innovations,	according	to	the	Legatum	study.	Similarly,	the	World	Bank	
ranks	the	country	23rd	out	of	183	economies	in	the	ease	of	doing	business.
I am intrested in your take of the above.
Best,
Yara
	 •	 reply
Thanks Yara
SUBMITTED BY PHILIP SCHELLEKENS	ON	MON,	2010-04-19	19:47.

Thanks, Yara. One of the observations that we make in our recent report 
is that Malaysia has been highly successful in plugging the export-
oriented segment of its economy into cross-border production networks. 
But Malaysia has been less than successful in attracting value from this 
growing integration with the region and the rest of the world.

An entrepreneurial, talented and creative workforce, the ability to develop 
and	access	 technological	 capabilities,	 and	 the	 adequacy	 of	 finance	all	
matter to change this situation, as the article you refer to mentions. In 
each of these dimensions, Malaysia still has some way to go. For example, 
Malayia ranks top of the world on the Doing Business indicators of ease 
of credit and has many incentive schemes in place for innovation. Yet, 
the	latest	National	Innovation	Survey	(2005-08)	suggests	that	43	percent	
of	innovating	firms	consider	lack	of	finance	as	a	very	important	concern	
hampering their ability to innovate.

As	our	report	mentions,	for	innovation	to	lift	off,	more	is	needed	than	just	
the	innovation	capabilities	of	talent,	technology	and	finance.	Competition,	
which is the driving force of innovation, also needs to be stimulated. 

Furthermore, to make sure that innovation efforts deliver the greatest bang 
for	buck,	the	amplifiers	for	innovation	also	need	to	be	in	place.	Efforts	can	
be concentrated in product niches and in geographical clusters. That way, 
efforts are not diluted.
	 •	 reply

What the NEM should do
SUBMITTED BY DANNY	QUAH	ON	THU,	2010-04-22	18:49.

Thank	 you	 for	 this	 blog	 post	 and	 for	 your	 work	 on	 the	 World	 Bank	
Malaysia Economic Monitor. The Economic Monitor is a wonderful collection 
of	information;	I	will	be	referring	back	to	it	often	over	the	next	few	months.
While	in	the	main	I	cannot	disagree	with	your	analysis,	on	a	few	points	I	
might	have	placed	somewhat	altered	emphasis:

An	observation	brought	to	great	attention	in	the	early	1990s	(especially	
by Paul Krugman and Alwyn Young for East Asia) is how economic growth 
cannot	continue	from	just	ever-greater	capital	and	labour	inputs,	i.e.,	from	
“mere	sweat	alone”.	At	some	point,	the	law	of	diminishing	returns	sets	in;	
truly enduring growth can come only from productivity increases through 
innovation.

Although	 the	 World	 Bank	 Malaysia	 Economic	 Monitor	 achieves	 a	 lot	
more besides, one of its principal messages (indeed, its subtitle) ends up 
following	that	thinking	in	policy	prescriptions:	it	leaves	a	reader	with	the	
impression that unless innovation occurs, the Malaysian economy will be 
held back at middle-income level plateau, unable to transit to high income.
I	 agree	 that	 obstacles	 are,	 indeed,	 holding	 back	 Malaysia’s	 economic	
development.	But	is	the	most	critical	of	those	bottlenecks	that	Malaysia’s	
capital	and	labour	inputs	are	already	flush,	so	that	unless	there	is	innovation,	
Malaysia	will	not	break	out	of	its	middle-income	trap?

I	 suggest	 that	 this	 last	 is	 just	 false.	 I	 don’t	 disagree	 that	 Malaysia	
desperately	 needs	 a	 strong	 knowledge	 base,	 a	 lively	 scientific	 and	
intellectual community, and well-performing world-class universities and 
research laboratories. It needs all those but more besides. But, in my view, 
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focusing	overly	on	just	one	dimension	-	without	the	coordinated	big	push	
generating synergies across all the principal problems - runs the risk of 
misallocating resources and undermining economic performance.

Why	do	I	think	this?	Since	1997,	physical	capital	investment	in	Malaysia	
has	gone	into	free-fall.	As	a	fraction	of	GDP,	Malaysia’s	investment	is	now	
50%	what	it	was	before	1997.	That	it	has	remained	as	high	as	it	has	is	
due	 to	government	pump-priming:	private	 investment	has	declined	even	
more	sharply;	as	a	fraction	of	GDP	it	is	now	just	one-third	what	it	used	to	
be.	Over	25%	of	 local	public	 university	graduates	 remain	 unemployed	
6	months	after	graduation.	Four-fifths	of	Malaysia’s	current	workforce	is	
educated only up to high-school level.

This is not an economy straining at the bit to escape the curse of diminishing 
returns,	 needing	 to	 be	 rescued	by	 innovation.	What	 it	 is,	 instead,	 is	 an	
economy desperately needing an integrated package of reforms, 
simultaneously	 to	 repair	a	grotesque	under-employment	of	 resources	as	
well as to ignite innovation. In the short to medium term, breaking out of 
the	middle-income	trap	might	rely	more	on	fixing	the	former	than	it	does	
on succeeding with the latter.

Your report is refreshingly up-front about how innovation is a complicated, 
multi-dimensioned,	multi-faceted	process.	 I	might	emphasize	further	only	
that patterns of development across the global economy have now reached 
a point where our understanding of innovation also needs to be enriched in 
new	dimensions.	Innovation	to	produce	the	next	iPad	or	Google	gadget	is	
sexy.	But	not-so-sexy	“frugal	innovation”	-	using	cheap	labour	to	redesign	
products	 and	 processes,	 to	 make	 the	 world’s	 cheapest,	 lowest	 carbon-
footprint	car,	to	run	the	world’s	largest	assembly	line	for	solar	panels	and	
zero-carbon	energy	storage	-	will	likely	have	by	far	the	greatest	impact	
on	the	greatest	number	of	people’s	lives	in	the	next	decade,	and	is	likely	
where countries like Malaysia (or China or India or elsewhere in East Asia) 
need to lead.

On	the	urgent	need	for	structural	reforms,	we	agree.	But,	again,	 I	don’t	
think	those	reforms	are	just	to	permit	innovation	(to	drive	growth),	nor	do	

I	think	Malaysia’s	middle-income	problem	is	now	because	it	has	already	
reached the limits of what the economy can do with its workers and its 
capital.
	 •	 reply

Why innovation is essential
SUBMITTED BY PHILIP SCHELLEKENS	ON	TUE,	2010-04-27	08:27.

Thanks for these insightful comments, Danny. They touch upon a fundamental 
issue, worth exploring into some more detail.

But	before	responding	to	your	question,	let	me	first	make	a	general	remark	
about two fallacies that invariably pop up in different shapes and shades 
when discussing the role of innovation in growth and development.

The	first	fallacy	is	that	growth	through	innovation	is	just	about	technological	
change resulting from ground-breaking discoveries often in the context 
of formal R&D programs. Innovation of course goes much beyond this 
and includes also nontechnological types of innovation and these types 
of	 innovation	 may	 apply	 to	 not	 just	 products	 but	 also	 processes	 and	
organizations.	 Innovation	 is	 also	 not	 just	 concerned	with	 the	 creation	 of	
ideas	 that	 are	 completely	 new	 to	 the	 world.	 Equally	 (and,	 for	 growth,	
perhaps more) important is the diffusion of existing ideas that have been 
long	established	but	may	be	new	to	a	firm,	an	industry	or	even	a	country.	
Innovation through diffusion is a powerful source of productivity growth, 
but	this	is	all	too	often	insufficiently	emphasized.

The second fallacy is that innovation can be separated from the 
accumulation of human and physical capital. This fallacy arises perhaps 
from	the	fact	that	innovation—hard	as	it	is	to	conceptualize,	measure	and	
control—is	not	easily	captured	by	the	straightjacket	of	the	four-	or	five-
variable economy-wide production function, where the accumulation in 
the factors of production and the growth rate of total factor productivity 
are	separated.	While	this	separation	is	analytically	convenient	and	useful	
for broad-brush assessments, the reality is that innovation itself depends 
on factor accumulation. For innovation to thrive, it therefore needs to be 
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supported by a healthy level of investment in human and physical capital.
Turning	 to	 the	 question	 of	whether	 innovation	 is	 essential	 to	Malaysia’s	
high-income ambition, the short answer is yes. Let me amplify why by 
addressing	the	following	three	questions.

Can	 Malaysia	 squeeze	 additional	 growth	 momentum	 out	 of	 factor	
accumulation?	Certainly.	On	physical	capital	accumulation,	as	documented	
in	our	November	2009	report,	the	share	of	private	investment	collapsed	
dramatically	 following	 the	 Asian	 financial	 crisis	 and,	 unlike	 most	 other	
countries	in	the	region,	it	never	fully	recovered.	While	there	are	several	
reasons why investment shares should not be expected to fully recover 
to pre-crisis levels, the current level of investment appears to be low for 
a	 dynamically	 efficient	 economy	 and	 the	 current	 report	 suggest	 some	
reasons why this may be the case. On human capital accumulation, there 
is also scope for improvement. The skills issue is perceived by some 1,400 
manufacturing	and	services	firms	as	the	number-one	obstacle	in	consecutive	
World	 Bank	 investment	 climate	 assessments.	 We	 also	 know	 that,	 while	
labor force participation of Malaysian males is among the highest in the 
region, female labor force participation is among the lowest.

Will	 additional	 factor	 accumulation	 be	 sufficient	 to	 break	 through	 the	
glass	 ceiling	between	middle	and	 high	 income?	Not	 necessarily.	All	will	
depend on the type of factor accumulation. If the old ways of plain-vanilla 
accumulation measured by numbers is to be repeated, then the collateral 
benefits	of	economy-wide	productivity	growth	are	unlikely	to	materialize.	
Malaysia	does	 not	 just	 need	additions	 to	 the	 number	 of	 people	 or	 the	
stock of physical capital. To climb up the income ladder, it will be the skill, 
talent	and	entrepreneurship	of	the	workforce	and	the	quality	of	domestic	
and foreign investment that will determine the rate of success or failure in 
moving up the value chain.

Is	 innovation	 essential?	 Yes,	 but	 not	 just	 the	 narrow	 forms	 of	 innovation	
(where	focusing	on	easy	metrics	may	produce	inferior	results)	and	not	just	
through total factor productivity growth but also on the back of better-
quality	human	and	physical	capital.	To	put	 it	bluntly	 in	 the	 terms	of	 the	
debate	in	the	1990s,	the	fundamental	driver	of	growth	needs	to	shift	from	

‘perspiration’	 to	 ‘inspiration’	 and	 the	 economy	 needs	 to	 transform	 from	
‘sweatshop’	to	‘smartshop’.	Innovation—the	successful	exploitation	of	new	
ideas—holds the key to success in this transformation. The alternative—
perspiration	without	inspiration—will	undoubtedly	produce	some	benefit	of	
growth, but is a risky proposition given the increasingly intense competition. 
With	other	countries	striding	ahead	and	moving	up	the	value	chain	(China	
being the case in point), standing still is an option but it is not a very good 
one.	In	the	current	environment,	innovation	is	not	just	required	for	growth,	it	
is also essential for survival in the global marketplace.

Source:	
http://blogs.worldbank.org/eastasiapacific/malaysia-cannot-afford-to-
go-slow-on-structural-reform-implementation#comment-5343
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PROTON	HOLDINGS	BERHAD

Bridging The Knowledge Divide - The Malaysian Link Introduction

The	 Government	 of	 Malaysia	 has	 embarked	 on	 an	 important	 and	
significant	journey	of	transforming	the	nation	into	a	high-income	economy	
by	the	year	2020.	The	4	key	thrusts	of	the	Government’s	agenda	include	
the	 1Malaysia	 concept,	 Government	 Transformation	 Program,	 10th	
Malaysia Plan and the New Economic Model. One of the areas of which 
these programs or action plans share in common is the need for human 
capital development. This is evident from the 10th Malaysia Plan which 
calls	for	the	development	and	retention	of	a	First	World	Talent	Base	which	
includes the creation of a Talent Corporation, the selection of improvement 
of students outcomes as one of six National Key Resource Areas under 
the	Government	 Transformation	 Program	and	 the	New	Economic	Model	
which	emphasise	on	equipping	the	people	with	the	right	knowledge	and	
skills as the key driver of higher income generation for the nation. In fact, 
these programs underline the importance of a sound knowledge-based 
economy as the backbone of any developed country which characterises 
the high-technology manufacturing base and services-based industry 
which	are	present	in	such	countries.	While	public	policies	are	established	
and carried out with political fervour to bridge the knowledge divide 
which forms the foundation of a knowledge society, there are challenges 
which	would	require	concerted	efforts	from	all	stakeholders	in	the	society	
to address. The drive towards developing and sustaining a knowledge 
society	 in	 Malaysia	 would	 require	 the	 participation	 of	 both	 the	 public	
and private sectors. This paper aims to provide an insight into the role of 
and actions undertaken by PROTON, the national carmaker, to bridge the 
knowledge divide within the organisation and recommendations on how 
such challenges can be addressed at the national level.

PROTON’S Knowledge Divide

PROTON has realigned itself to contribute to the achievement of the 
Government’s	 aspirations	 in	 general,	 and	 its	 own	 business	 objectives	 in	
particular, with respect to human capital development. PROTON aims 
to develop a sustainable talent pool which thrives on continuos and life-
long learning within itself. The framework for developing human capital 
requires	 pre	 determination	 of	 the	 needs	 of	 the	 organisation	 or	 society	
for	 such	 human	 capital,	 and	 the	 consequential	 assessment	 of	 capability	
gaps	that	exists	within	the	organisation	or	society	to	produce	the	required	
human capital. In PROTON, an extensive soul-searching was conducted 
within the organisation to determine the knowledge gaps. It was 
discovered that there exists a huge information and knowledge base within 
PROTON.	However,	there	was	inadequate	concerted	effort	to	gather	these	
information and knowledge that would allow the access and utilisation of 
such information and knowledge throughout the organisation. It was also 
discovered that while employees are generally knowledgeable in their 
areas of responsibility within the PROTON domain, the extension of such 
knowledge across the organisation and to other industry players left much 
to be desired.

PROTON’s Measures to Address The Knowledge Divide

To develop a sustainable knowledge society in PROTON, it is imperative 
to have a centralised platform from which information can be accessed 
and coordinated. In this respect, the Advanced Strategic PROTON 
Information Repository System (ASPIRE) was developed. ASPIRE is 
an online knowledge portal which allows users to upload documents, 
presentations and other materials on the INTRANET which can be accessed 
and downloaded for use. The ASPIRE presents an ideal platform in the 
form of a onestop online information portal to accelerate knowledge 
and information sharing among the employees. To encourage information 
sharing, everyone is encouraged to upload on the ASPIRE every week. 
Possessed knowledge would only be useful if it allows decisionmaking in 
a comprehensive manner. Hence, PROTON encourages its employees to 
extend their knowledge beyond the PROTON domains into knowledge 
of	 other	 industry	 players	 through	 formal	 training	 programs,	 on-the-job	
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activities, collaboration programs with both academia and government 
institutions, and cross-assignment between divisions within PROTON and 
between	government-linked	companies	(GLCs).	These	activities	which	form	
an	integral	part	of	PROTON’s	Roadmap	on	capability	development	will	
not only enhance the knowledge of the employees but also train them on 
how to utilise such knowledge in different circumstances and under diverse 
working environments. In addition, PROTON is providing opportunities for 
its	employees	to	develop	specific	skill	sets	and	to	gain	exposure	through	
specific	work	projects	and	overseas	work	assignments.

Public Policy To Address “Knowledge Inquisitiveness”

Public policies are vital to provide clarity and consistency in coordinating 
efforts of all stakeholders to bridge the knowledge divide which is the 
foundation of a knowledge society. The hallmark of sound public policies 
is the alignment between planning, organisation of resources, coordination 
and implementation with the strategic intent of the policy concerned. The 
strategic	intent	of	the	Government’s	agenda	is	to	create	and	develop	a	
sustainable	knowledge	society.	This	requires	alignment	with	implementation	
of	the	national	education	policies	to	encourage	“knowledge	inquisitiveness”.	
“Knowledge	 inquisitiveness”	 refers	 to	 the	persistent	 habit	of	questioning	
with	the	intent	to	acquire	or	broaden	one’s	own	knowledge.	This	contrasts	
with rote learning which does not inculcate creative thinking skills which 
stems	 from	 inquisitiveness.	 The	 bridging	 of	 the	 knowledge	 divide	 has	
to start at the foundation from which a knowledge society is built. That 
foundation	is	our	younger	generation.	Hence,	the	drive	to	spur	“knowledge	
inquisitiveness”	 has	 to	 begin	 at	 the	primary	 level	 of	 education	which	 is	
further developed at both the secondary and tertiary levels of higher 
education.

Centralised Industrial Information

While	 PROTON	 establishes	 a	 online	 one-stop	 information	 portal	 which	
facilitates information and knowledge sharing within the organisation, the 
provision	of	such	an	effective	platform	is	equally	vital	at	the	societal	level.	
As it is, public custodians of knowledge of industries are scatterred with 

each owning a proportion of certain information to the whole. For example, 
information on science and technology such as automotive standards rests 
with the Department of Standards under the Ministry of Science and 
Technology, investments and trade information in the automotive sector lies 
with the Ministry of International Trade and Industry while human capital 
information is owned by the Ministry of Human Resources. A concerted and 
coordinated	 effort	 is	 required	 to	 gather	 such	 relevant	 information	 and	
knowledge into a centralised avenue which not only ensures ease of access 
to information but most importantly, comprehensive information base which 
serves to facilitate prompt and effective decision making in addition to 
knowledge sharing. The establishment of the Malaysia Automotive Institute 
serves as a good example.

Transformation Through Specialisation

The	 10th	Malaysia	 Plan	 emphasises	 the	 nation’s	 transformation	 through	
specialisation.	Specialisation	entails	possession	and	harnessing	of	specific	
knowledge	and	skills	related	to	a	specific	area	of	 interest.	The	creation	
of	specialists	will	enable	the	nation	to	create	niche	in	specific	fields	which	
translates to competitive advantage. The example of engagement of 
specialists to harness the potential of such knowledge can be observed 
from	the	works	PEMANDU,	under	 the	helm	of	Dato’	Sri	 IdrisJala,	known	
for his knowledge in performance management. Hence, it is recommended 
that a pool of specialist talent be created and sustained within the nation 
to harness its potential for the development of the nation.

Way Forward

In conclusion, both the public and private sectors have roles to play in 
transforming the nation into a high-income nation through the creation of 
a knowledge society. Public policies have to be aligned with implementing 
action	plans	to	be	carried	out	with	firm	political	commitment.	Government-
linked companies such as PROTON will need to support the national 
aspiration through adoption of policies and practices which help bridge 
the knowledge divide within the organisation themselves and by extension, 
the society at large.
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Bracing the Challenges of the Knowledge Economy
- The Case of Malaysia

by
Aziuddin	Ahmad,	PhD

Arfah Salleh, PhD, FCPA

Introduction
With	almost	a	decade	into	the	new	millennium	and	even	after	more	than	
half	a	century	when	the	term	“knowledge	economy”	originally	emerged	
with	the	work	by	Machlup	(1962)	and	later	Bell	(1974)	as	reported	by	
Roberts	(2009),	the	issue	of	the	knowledge	economy	remains	a	profound	
agenda today. In light of the interconnectedness of the global economies 
regardless of stature, the prolong interest is only natural.

This	paper	briefly	presents	our	perspective	of	how	Malaysia	could	draw	
on	its	uniqueness	as	an	Islamic,	relatively	successful	economy	and	vibrant	
multi-ethnic society to brace the challenges of the knowledge economy.

The Underpinnings of Knowledge Economy

Despite	a	 lack	 of	 firm	 consensus	 on	a	 single	definition	 of	a	 knowledge	
economy, we posit that the underpinnings of the concept are clear. Of 
most fundamental is the need to recognise that in the knowledge economy 
setting, it is the intangibles that becomes the pillar upon which the economy 
rests.	With	this,	human	potential	(both	the	interpretive	and	contemplative	
aspects) takes centrality over the physical assets and resources of the nation 
or in the micro organisation locale. And for human to continue to realise 
their potentials, knowledge becomes a primer. Two distinctive features 
distinguishing the knowledge economy from its industrial predecessor are 
innovation	and	creativity	which	now	act	as	the	impetus	driving	a	nation’s	
competitiveness. 

While	 these	 two	new	buzzwords	have	become	 the	knowledge	economy	
slogan,	 we	 question	 whether	 the	 etymology	 is	 fully	 grasped.	 	 The	

requirement	for	creativity	and	innovation	which	roughly	denotes	bringing	
into existence something earlier absent, or improving upon something, 
means	that	the	frontier	of	knowledge	is	expandable	to	an	infinite	border.	
Clearly, this implies the need for a formulation of new codes, perhaps 
guides would be a better descriptive, as efforts to be creative and 
innovative	unfold.		We	believe	that	the	absence	of	an	existing	frame	of	
reference has created uncertainties as to whether a strategy that has been 
formulated will bring the desired result. But from the perspective of the 
global	economy,	this	puts	everyone	in	the	same	shoe	–	without	a	baseline	
to tag. Hence, the race is now about who is able to spur their human capital 
to the highest potential possible.  

The Case of Malaysia - Issues and Challenges 

As the knowledge economy agenda is at heart about being human, the 
success	of	a	nation	 state	 in	bracing	 the	challenges	 lies	 in	 the	quality	of	
its human potential. On the basis of the need for novelty of ideas to 
spearhead innovation and creativity, deciphering the formula to move 
ahead presents a challenge. Concerns over possible misinterpretations 
and misguided formulation of strategies are well-founded. Yet, to remain 
at	status	quo	is	itself	a	risk.		

For Malaysia, where the work ethos and governance has been to observe 
“top-down”	directional	mindset,	shifting	to	a	new	paradigm	of	thinking	so	
as	to	adjust	to	a	new	world	order	proves	a	major	obstacle.	

Innovation and creativity are inspirational-based and cannot be externally 
expounded through a set of blue print. Nonetheless, the philosophy of 
education has been founded upon classical science rationality framework 
with canon of success limited to material indices. Human well-being 
is	 a	 concept	 hardly	 referred	 to,	 due	 to	 the	 difficulty	 in	 quantitative	
measurement. Key performance indicators, for which many are familiar 
with, too, do not usually include the intangibles although contemporary 
science has, for more than a century, shown that the universe is at most, only 
5%	material	in	nature.	We	thus	view	that	the	obsession	with	numbers	and	
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conforming to a standard operating procedure, a legacy of the industrial 
economy is one which Malaysia needs to move away from.  

Critical Success Factors

Since the transformation into the knowledge economy culture is about the 
need to change the paradigm of thinking, one critical success factor for 
Malaysia is the need for her leaders to not only internalise the concept 
well but also to have the tenacity to actualise the new thinking model. 
Policy-makers need to feel comfortable spinning new untested formulas 
for actions. Thinking out-of-the-box cannot be merely rhetoric. For this to 
happen, commanding a solid comprehension of the foundations of the 
knowledge	economy	is	a	prerequisite.

Next, the business and entrepreneur community would have to appreciate 
and	 assume	 the	 new	 role	 they	 have	 to	 play	 in	 driving	 the	 country’s	
economy.	The	success	criterion	 is	about	being	steadfast	 to	 their	quest	 to	
generate creativity and innovation which may involve adopting a new 
business model including that of the reward and remuneration system. But 
having a pool of relevant talent is preeminent. Even with a business and 
working infrastructure that is conducive, the rakyat, absent of competence 
and internal motivation will only derail any effort to create a knowledge 
society. 

Towards	 this	 end,	 the	 role	 of	 educators	 is	 significant.	 Malaysia	 needs	
her educators to design and implement changes in the curriculum at all 
levels	to	ensure	relevance	to	the	knowledge	economy	setting.	Given	that	
innovation and creativity are essentially inspirational, one main outcome 
of the new curriculum is the harnessing rather than suppressing of intuition 
and imaginal spirit, something that many educators are yet to be trained 
in. Educators need to be able to differentiate between the purpose of 
education, training and research and the devices or faculties for knowing 
(not	 just	 knowledge)	and	decision	making,	 for	 the	 knower,	 knowing	and	
knowledge are all interconnected. Hence good grounding in epistemology 
and ontology is paramount. Education should be about imparting the 

manner	 of	 being	 human	 instead	 of	 beautifying	 human	 as	 a	 finished	
product.	What	matters	is	not	so	much	the	end	we	reach,	as	our	manner	of	
reaching it.

To complement the role of leaders, both from the political and government 
machinery	 or	 the	 business	 community;	 educators;	 and	 the	 rakyat;	 a	
governance structure that ensures smooth-implementation of the policies 
and	strategies	is	needed.	While	we	do	not	dispute	the	use	of	rules	and	
legislations	as	“control”	and	monitoring	tools,	we	argue	that	it	is	a	system	
of governance which can allow for internal self-regulation that has more 
relevance in the knowledge economy and for sustainability. As new 
products	 and	work	 flow	 surface,	 new	 sets	 of	 codes	 of	 governance	and	
conduct will usually be sought but obviously, cannot be drafted overnight. 
In the absence of a prescribed law, the need to depend on an internal 
guide for rightness-of-actions which we termed human governance (Salleh 
and	Ahmad,	2008)	cannot	but	be	the	only	choice.	

How Malaysia’s Uniqueness Becomes Instrumental

With	success	in	the	knowledge	economy	much	epitomised	by	the	ascendancy	
of human potential into an unchartered territory, the role of faith becomes 
essential.	Striving	to	achieve	unprecedented	milestones	requires	facilitation	
from	sincere	passion	beyond	just	meeting	external	obligations.	Yet,	having	
a grip on technological advancement and breakthroughs is a reality that 
must	be	targeted.	It	 is	such	quintessence	of	the	knowledge	era	that	puts	
Malaysia	in	a	unique	position	to	be	able	to	chart	its	path	towards	attaining	
better success.

Malaysia is about the only country that makes explicit mention of religion 
and morality as among the main provisions in its constitution. Transcendental 
credence unites its multi-ethnic and cultured rakyat. This should address 
the issue of shaping a belief system founded upon faith. At the same 
time, Malaysia has always calibrated its technical progression against 
the	 Western	 benchmark.	 The	 confluence	 between	 the	 Eastern	 spiritual	
dimension	 and	 Western	 model	 for	 material	 development	 creates	 the	
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unique	identity	of	Malaysia	that	should	be	viewed	in	a	positive	light	and	
capitalised. The fact that the tenets of contemporary science do parallel 
Eastern religion and belief system should further aid the effort. 

Programmes to bring back an inclusive education without being insular is 
the way forward to strengthen the preparedness for the re-alignment of 
thinking,	in	particular,	to	accept	the	“design	and	build”	framework	when	
there is NO building code to make reference to. The right worldview of 
nature	must	be	understood.	There	is	a	need	to	shift	from	classical	Western	
science	of	linearity,	objectivity,	rationality	to	non-linearity,	inter-subjectivity	
and inspirational. The reliance on sense perception and intellection 
only as the basis of decision making must be expanded to include the 
domain	of	contemplation.	A	culture	of	budi	and	the	use	of	Qalbu/Xin	so	
consonant with traditional Malaysian way of life must be brought back 
so	 that	spirituality	and	human	governance	can	now	underpin	Malaysia’s	
transformation model.

 To surmise, Malaysia is set for a new era of transformation but 
it	 requires	 a	 revolution	 of	 the	 mind	 and	 heart,	 a	 transformation	 from	
mechanics	 to	 organics,	 akin	 to	 the	 metamorphosis	 of	 a	 butterfly,	 from	
caterpillar	to	chrysalis	and	finally	to	a	beautiful	butterfly.	
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Perdana	Leadership	Foundation	and	The	New	Club	of	Paris	in	June	2010	jointly	organised	a	Round	Table	themed	“Bridging	the	Knowledge	Divide:	
Building	the	Malaysian	Link”.	The	Round	Table	in	Kuala	Lumpur	was	in	response	to	the	Malaysian	government’s	plans	to	transform	Malaysia	into	
a thriving, knowledge-based, fully developed economy by the year 2020. Chaired by Yang Amat Berbahagia Tun Dr. Mahathir Mohamad, the 
fourth Prime Minister of Malaysia and the Honorary President of Perdana Leadership Foundation, the Round Table generated deep discussions 
on what it takes to make Malaysia a successful knowledge-based economy. This publication contains the papers and presentations put forward 
at the Round Table.


