




This attitude was not universal; the crisis of confidence in the economies of the

region also created a crisis in tourism, illustrated by the fall in tourist arrival figures

shown in Figure 2.4. As described in section 4.1, tourism was identified as one of

the economic activities that could generate economic benefits and participant P2

observed that it could also restore confidence among investors and Malaysia's trading

partners.

4.3.1 Investor confidence

The representative from Sunway City Berhad, part of a big construction and

development group, pointed out that a period of crisis is the time when most foreign

investors enter the market as the cost of investment is low. Property is cheap and

there are substantial profits to be made. Malaysia is a comparatively safe country

with a relatively large economy and it did not suffer from political instability after the

crisis in the way that Indonesia did. In addition, it offers a wide range of investment

incentives for both foreign and Malaysian investors, summarised on their website

(www.mida.gov.my/invest.html). However, participant P15 commented that in view

of the incentives it should be easier than it is for foreigners to invest in Malaysia but

the potential for them to do so is very tightly managed.

Although there was a moratorium on the building of new 4- and 5-star hotels in parts

of the country, participant P6 observed that elsewhere a number of construction

projects, such as apartment blocks and hotels, had not been completed and had been

taken over by Danaharta, the national asset management company described in

Chapter 2.4.3. Because the return on investment was so low during the crisis,

investors were either reluctant or unable to commit sufficient resources to some of

the building projects. As participant Pll observed, it is not uncommon to see

buildings half-built and abandoned. Overcapacity means that genuine investors

suffer because of the low return on investment as 40-50% occupancy rates are

unsustainable (P2).

The representative from ISIS summarised the advantages that Malaysia offers to

foreign investors

169



Malaysia is one of the best countries to invest in. It has sophisticated

infrastructure, it is relatively cheap, you have a fairly educated labour

force, fairly English speaking, so we have all of the advantages and

you have a government which is responsive to private sector needs. In

fact it is a very pro-business government, compared to previous

governments. as a foreign investor I would see all of these as

positive factors. (PI4)

However, she commented that the labour intensive industries are moving to countries

such as India and China, as it is no longer cost effective to remain in Malaysia. Both

countries offer a better environment for investment and have very substantial

resources of both skilled and unskilled labour as well as huge markets and this might

account for the low entry of foreign investors into Malaysia. In contrast, the ASEAN

region is viewed by investors as a single, very large market but still relatively

unstable for reasons which will be discussed in Section 4.4.1, and she suggested that

it needed time while foreign investors waited to see what would happen before the

levels of investment recovered.

On the issue of investment in the tourism sector, a number of participants observed

that there has been relatively little foreign investment in tourism, other than some

from Singapore and Hong Kong, even though there are incentives for foreign

investors in Malaysia. The majority of property investors are big Malaysian

construction corporations; foreign investment is in the management of the properties

and in franchising, rather than in ownership (P6, PI). Malaysian investment

overseas, for example, in hotels in the Indian Ocean or Australia, is becoming more

attractive (P8); participant PIa observed that Sunway had already invested in

Cambodia and was currently interested in Myanmar and commented that a logical

growth pattern would include China, which had many advantages for investors

although real estate was very expensive. Echoing the views of the ISIS

representative above, he commented that compared to domestic investment in, for

example, Langkawi:

China has not got the labour costs. Also I think with Langkawi a lot

of investors see that the potential is not as good as our Prime Minister
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thought it would be. Our Prime Minister is the main, the key promoter

of Langkawi. But even for all of us, we don't think that Langkawi ....

Why is that? Other than the beaches and the nature, there is virtually

nothing else for tourists to do.

So you think there is more of a demand for resort theme parks?

Or if Langkawi was as Phuket or Pattaya where day and night there is

all sorts of activities. I think that that has got a factor to motivate

people going to Phuket. (PIO)

However, the crisis had set the organisation back and they were now reconsidering

whether to invest any further overseas. Because investment in a hotel or theme park

was very heavily capital intensive, the costs are high and the benefits therefore had to

be carefully evaluated. He suggested that the Asian market was not sophisticated

enough to guarantee adequate returns on investment as the average spending power

of ASEAN nationals is still less that that of the Americans or Europeans. In addition,

the weakness of the ringgit since the crisis has substantially increased the costs of

importation of necessary equipment.

The MIDA representative observed that overall In both the manufacturing and

tourism sectors the number of applications for investment incentives has been

maintained, although there were considerable variations on a year by year basis.

When we had a deadline of 2000, we received a huge number of

applications to meet that deadline. And then the following year there

was a massive drop because they had decided to invest earlier than

their usual, they would have come into '01 but the same thing with the

Commonwealth Games. So they have sort of... But if you go by a

normal pattern I think they would have still come, so if you go by the

average, we are doing OK, but if you look at year to year then you see

a massive drop. (PS)

She considered that confidence to invest in the tourism sector has been sustained by

the successful encouragement of domestic tourism which has cushioned the impact of

the fall in intraregional arrivals and felt that this could be explained by the greater

number of affluent Malaysians who now had more spending power. Although
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investors remain eligible for exemptions from duty on imported equipment, the

government no longer offers incentives for 5-star hotels which means that the number

and size of foreign investments are not captured. As regards budget hotels, as a

result of the promotion of domestic tourism:

There are still not enough, because there are still a lot of areas with

tourist potential but not enough accommodation to put people in.

Particularly on the east coast - the east coast somehow has not been

catching up that well. But the west coast yes, Melaka has been quite a

good area for tourism. (P5)

One private sector participant observed that for approximately ten years before the

crisis corporate tax exemptions had been available for travel agents and tour

operators involved in organising at least 400 foreign tourists or 1,200 domestic

tourists. When the crisis occurred, these opportunities for the private sector were

highlighted in order to encourage them to participate in the tax exemption policies

(PI2).

4.3.2 Confidence in tourism

Most participants felt that confidence in the tourism sector had not been damaged to

any great extent by the Asian financial crisis. The explanations for this suggested by

the participants were firstly, that because of the poor exchange rates with the US

dollar and the European currencies, people were content with intraregional travel or

even domestic travel which had boosted sales for the Malaysian travel trade (P10)

and secondly, that the crisis had actually helped tourism as the depreciated ringgit

had made Malaysia much more competitive on the international market (P6). In

contrast, participant P15 intimated that in spite of this, the number of tourist arrivals

was not as high as the government would have expected or wished but gave no

possible explanation for this. It must be remembered, however, as outlined in

Chapter 2.5.1, that at the time of the financial crisis there were other crises of much

less international significance, the haze and the outbreaks of Coxsackie virus and

Japanese encephalitis for example, which were widely reported and which are

considered to have affected Malaysian tourism to a greater extent than the financial

crisis (P14). This point is dealt with further in Section 4.5.1.
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In contrast, it was observed by participant PII that there may well have been a

decline in confidence within the travel trade as a number of Malaysian tour operators

and travel agents had lost money with the initial fall in the value of the Malaysian

currency, as some hotels and attractions were in the habit of quoting rates in US

dollars and also because their turnover had been drastically reduced with the decrease

in outbound travel. The realisation that a change from outbound to inbound tourism

would be more profitable and offer the potential to gain foreign revenue was then

seen as an opportunity to be exploited (P9). MIDA does not keep records of tour

operators or travel agents which are registered with one of the MOCAT departments,

although the representative commented that the number has increased enormously

over the last five years. This contradicts the figures supplied by Tourism Malaysia,

presented in Table 2.8. One MATTA representative summed up the effect on

investors in the travel trade:

I think [the crisis] has given the industry a wake-up call. I think that

for future investment, future strategists will look at [tourism] in a

different way, rather than in the rather laid-back way that we had in

the past - you know, let the government do everything, it'll come, the

tourists will come, and all that. We have to playa much more active

part. (P8)

4.3.3 Restoring confidence

When asked how confidence in the economy might be restored, most participants felt

that the government had a role to play. There was a variety of views on the relatively

recent resignation of Daim Zainuddin as Finance Minister in June 2001 and the

assumption of his duties by Dr Mahathir himself. Participant P15 observed that Mr

Daim was widely thought to have managed the economy well during the crisis and

while he was in his position people had great confidence in his ability. This view

was echoed by the NEAC representative:

Mr Daim, the Finance Minister during that time, contributed a lot to

the economy. He has done a very good job during the crisis. (P4)

However, a series of corporate scandals and accusations of cronyism had damaged

his reputation. Even though on taking over the job the Prime Minister admitted that
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he knew nothing about finance, Malaysians had such confidence in him that they did

not question his ability to succeed in setting the economy on a strong course, one way

or another.

I think it is known that there are people around who are capable and

that he's a good leader and he will make sure. So it's his good

leadership skills rather than his technical ability to manage the

Ministry. I think that is more of the issue than the question of the

confidence in his ability to do this. This is somebody who has led the

nation through a crisis. (PI5)

The MIDA representative was quick to give an example of measures taken in the two

months since the Prime Minister had taken over the job of Finance Minister, which

she felt would help restore confidence. The Finance Ministry had already established

a bureau for the settling of outstanding government payments to the contractors on

government projects, many of whom had not been paid for some time.

These are the ones that are creating the economic activity, there is no

money coming in from the government to assist them and there's a

chain reaction, they can't pay their contractors, the contractors can't

pay the workers, and you know, it goes right down. So I think that

was one of the major moves that the Finance Ministry has done in the

last month or so. I think the Prime Minister is behind it. (P5)

Others did not agree. The representative from ISIS considered that Malaysians were

looking for other progress on, for example, transparency and transition of power

which, she observed,

are the crucial factors in the financial restoration because policies in

this country go on.... So things will go on, so it doesn't mean that the

PM [Prime Minister] takes over makes too much difference. In fact I

would say there's a greater uncertainty because they know he is not

going to be there for ever but he said he's going to appoint someone

else. (P14)

This hints at the close relationship between investor confidence and issues of

transparency and accountability referred to in Chapter 1.4.1 and discussed by Aziz
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(1998). The importance of transparency and access to information was stressed by

the NEAC representative who explained that information regarding the real economic

situation was made available to the general public on the NEAC website

(www.neac.gov.my).

So people can be quite confident because they know the real situation,

even though we have been hit by the crisis still we publish the data

and so on. But we publish the real data, we don't hide it, if the data is

negative we put it negative. (P4)

As outlined in Section 4.1.1, in addition to their website, information from agencies

and ministries responsible for particular areas is relayed by NEAC to the public

through the press as well as through briefings to relevant groups. Information is also

supplied to foreign media agencies so that they know the true economic situation in

Malaysia at anyone time.

Participant P5 observed that the government had been taking steps to assist the

private sector in cases where their investment was unsustainable. An example of this

was the case with the Light Rail Transport system in Kuala Lumpur which was being

developed by the private sector; the government realised the project was turning out

to be too expensive and the domestic market was too small to make it a viable entity

and so had decided to subsidise it. However, she felt that the government should

make efforts to rectify the image of Malaysia portrayed by the media as this was

creating difficulties where attracting investment was concerned. She commented:

They think that just because we are in ASEAN they think that what

happened in Indonesia is also happening in Malaysia. Who do you

mean by 'they'? The foreign press, these are the ones that carried the

message of confidence in this part of the world when we were hit by

the crisis, what was happening in Indonesia it was sort of the way they

pictured it, like we are all in a whole group of countries that are now

facing the same problem. So it was really very biased - I think

Indonesia got it worse but if they actually come to the country and it's

peaceful just because one isolated incidence of riots, for example, they

think that the whole country is in trouble. (P5)
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Whether or not confidence has now been restored is debatable. For the tourism

sector, participant P8 observed that inbound tourism statistics are encouraging and at

over one million a month are the highest numbers of arrivals experienced to date. He

felt that this boosted the confidence of the government as it indicated that their

policies were on course and that the Treasury had allocated the appropriate sums of

money and would see a return on their investment. There is currently substantial

local investment in tourism projects. The theme park, Sunway Lagoon, already has

over 340 rooms but is expanding by another 400-500 rooms which would suggest

that they are confidently predicting a sustained market, albeit mostly domestic. The

government is also trying to encourage the completion of all the abandoned projects

and is offering funding initiatives to this end. It is perhaps felt that it is safer to

invest in tourism projects rather than in the stock market (PIS). However, the ISIS

representative felt that it was still a period of uncertainty, with a lot of companies

over-valued and investors not in a hurry to return. Political and religious issues

cannot but influence the situation. She observed

And the other problem is the religious problem. As a foreigner,

people are - you know even when I was in Australia recently, they

were all talking about Islamic fundamentalism, it seems to be foremost

in their minds. So as a foreigner you would be very aware of these

sorts of problems, that there is another factor, apart from the

leadership crisis, you have other religious problems and if you look at

what is happening elsewhere in the world, it's very dangerous to mix

religion and politics. (PI4)

It is interesting to note that these words were spoken in August 200 I; they have a

particular significance in the light of the terrorist attacks which have taken place

worldwide since then and the current unstable global situation in early 2003.

4.4 REGIONAL ISSUES

4.4.1 The role of ASEAN

Since the crisis, the representative from NEAC observed that members of ASEAN

feel that it is important to develop regional cooperation in financial matters. A
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number of ideas as to how this might be done had been put forward. For example,

there had been a proposal to link the ASEAN currencies although there were

considerable difficulties in achieving this; the idea remains a long term plan.

Another proposal had been to encourage trade within the ASEAN region through

making financial payments in the currencies of the importing country, rather than

making payments in US dollars as is done at present. Other proposals include the

pegging of all the Asian currencies to the Japanese yen and the use of the yen as the

main currency in Asia as opposed to the US dollar but in view of the slowdown of

the Japanese economy in recent years, these remain very much in the future (P4).

There was little support or enthusiasm shown by the participants when asked to

comment on the possible role of ASEAN in cooperative ventures in the future, very

much as suggested by Soesastro (1999). The representative from ISIS summed up

the situation very succinctly:

It's brought down by its own problems. They are overwhelmed and if

you look at the leadership in each of these countries it's very weak, the

political leadership at the top is very weak. ... the only strong

leadership comes from Singapore and that is why Singapore seems to

be playing a very important role in ASEAN. And in fact it has given

up to a certain extent, so much so it has gone into bilateral trading

arrangements. It considers the rest of the economies as laggards and

they are moving ahead - because they are a very small economy and

very open, it's trade dependent. (PI4)

One of the representatives from MATTA felt that ASEAN as an organisation had

failed to act in an effective manner during the financial crisis and as a result had lost

the confidence of those in the region. He considered that this failure could be

accounted for by the fact that in the few years prior to the crisis the number of

members had risen from six to nine" countries with the result:

The six were quite a well-knit group and quick to communicate with

each other and quick to come up with action plans. Now there are ten

7 The tenth, Cambodia, joined in 1999.
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and you have to work by consensus in ASEAN. It was not easy to get

consensus and because you could not react immediately, by the time

you come back from reporting to the government, events have

overtaken whatever possible action there could have been. (P8)

In addition, he considered that the private sector had not worked together from the

platform of ASEANTA or any of the other ASEAN associations which meant they

were less effective as well (P8).

In contrast, the participant from MIDA felt that ASEAN was working very well from

the point of view of encouraging investment in the region. There is an ASEAN

industrial agreement which aims to make the region a very practical area for

industrial developments, both for ASEAN and non-ASEAN investors. Malaysia has

signed this agreement because, as described in Section 4.1.4, MIDA has managed to

open up all but a few sectors to foreign investment. The ASEAN finance group

facilitates access to capital in the region and the customs are also working towards

the provision of a green lane for products and equipment required by investors (P5).

However, as mentioned in Section 4.3.1, the instability of some of the member

countries, such as Indonesia, has made the climate for investment uncertain and this

cannot but affect investment in the more stable economies such as Singapore and

Malaysia (PI4).

One area where there is potential for cooperation between ASEAN countries is over

border regulations and visa requirements. The participant from MIDA observed that

this would be a real attraction for potential investors, as it would facilitate the

movement of labour. In addition, as participant P12 pointed out, it would benefit the

tourism sector enormously as had been seen in Western Europe, where owing to the

Schengen agreement, visitors from overseas need only one visa to enter the region

and then can move freely between participating countries.

At the moment the policies of these [ASEAN] countries differ, they

charge inbound airport tax, outbound tax ... and then there is a plane

tariff for the aircraft too, landing charges, this sort of thing we need to

look into. (PI2)

178



All participants agreed that ASEAN offers considerable potential for facilitating

tourism. Participant P5 spoke enthusiastically about the part that ASEANTA plays in

trying to integrate tourism and to market the ASEAN region as a single tourism

destination, a focus of regional cooperation highlighted by Mansfeld (1999).

Marketing all the countries as a single destination would attract international visitors

because it offers more choice and variety for little extra cost as there is only one

return airfare to pay and once in the region there is the ASEAN Air and Hotel Pass.

If ASEAN becomes more popular, all the member countries should gain (P3). A

number of the participants referred to the approaching Visit ASEAN Millennium

Year 2002 which at the time of the interviews had recently been launched and was

already encountering some difficulties as the cost was too high, especially for the

new members which are all low income countries (World Bank 2003). As the

MOCAT representative observed:

The problem is that each member country has their financial problems

because we pay pro rata. (PI)

4.4.2 Growth triangles

With respect to tourism, growth triangles were not considered by one of the

representatives from MATTA to hold much potential in terms of facilitating tourist

flows between the respective countries. He described their focus as more towards

attracting investment into the area through the creation of joint ventures although the

recent political and social unrest in Indonesia and the separatist activities in the

Philippines were acting as considerable disincentives. However, even before the

crisis when they were introduced there was cooperation between the countries (P8).

A number of the participants had direct expenence of the growth triangles, in

particular those in Langkawi and in Johor. Speaking of the IMS-GT, the southern

growth triangle linking Johor, Singapore and Riau, a private sector participant from

Johor described how, prior to the crisis, the government announced that any

developments within the growth triangles had to be private sector driven.

And when you are talking about the private sector, there is always a

cooperation between not so much Indonesia, of late Indonesia has
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been off lists, but we have a continuous working relationship with

Singapore. Unfortunately like on the tourism sub-sector I am also in

charge of the three countries here but it makes no difference because I

haven't done anything. As far as Singapore is concerned, we always

work together but Indonesia - now maybe things will change. (P9)

This view was supported by the public sector representative from Johor, speaking

again about the IMS-GT:

There was nowhere actual cooperation. Singapore and Malaysia,

Johor and Singapore yes. But involving Indonesia, very little.

Projects are ... more bilateral rather than triangular. I have been to

two trips, and to be honest I'm not running down any country, there's

nothing much that I think I can do there. (P7)

There was potential, he agreed, only if the bureaucracy in Indonesia is regularised

and becomes more systematic, especially when it comes to investment.

We have people who have been there and they were so disillusioned

they came back to their countries. Singaporeans are the first to go, I'm

sure they are the first to run away. (P7)

This is exactly the situation described by Grundy-Warr and Perry (2001).

One of the criticisms of the growth triangles is that although they may be agreements

between states or regions, as in the case of the IMS-GT, they are still international.

Any plans or decisions, while formulated at state level must be accepted at a federal

level; if it is an issue that involves a number of different departments this may take

considerable time and inevitably involve customs and immigration.

One of the issues again is the national makeup, in terms of population,

for the purposes of voting. So [the government] is very careful to

maintain a certain significant dominant Malay population to ensure

Malays continuing to be in control of the political power in this

country. So that could explain why, we don't want suddenly more

inflows of Chinese and such, before you know it they become resident

and the next thing they are all voting. So those are issues that explain

the larger perspective in Malaysia's immigration policies. (PIS)
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In contrast, one of the private sector representatives from Langkawi (P12) was very

enthusiastic about the growth triangles. There was, he accepted, already considerable

movement of labour between Indonesia, Malaysia and Thailand which was not well

publicised and the designation of a growth triangle, in this case the IMT-GT, was a

mechanism by which communications and developments could be improved and

promoted. He considered there to be considerable potential for tourism, especially

should a similar crisis reoccur, because travel within the growth triangle was

inexpensive and business could be generated quickly in order to keep the tourism

economy afloat while other more volatile or distant markets were reacti vated.

4.4.3 The future

Not all the participants were positive. Whilst recognising the importance of strategic

alliances in whatever form, participant PIO considered that this was something which

needed developing; he had his doubts about the effectiveness of current cooperation

over tourism marketing. Another participant, P4, considered that in the long term

ASEAN had potential but the differences in, for example, the political views in

member countries was a major obstacle to harmonisation. In a crisis situation such as

the haze in 1997, which affected Malaysia, Brunei, Singapore, Indonesia, and to

some extent Thailand, there had been some cooperation over the dissemination of

public information with the governments working together to provide a travel

advisory service, although Indonesia was barely involved (P3). Ironically, even the

participants failed to show any support for their ASEAN neighbour when

commenting on the haze, laying the blame for the haze squarely on Indonesia without

citing any extenuating circumstances or offering any positive solutions.

Participants accepted that both ASEAN and the growth triangles have potential in

some areas but support was mild. One participant from Langkawi, an island

positioned to benefit from both, commented:

In fact during the instruction on the working group on tourism, they

were talking about more regional action. But you know, there is a

sense of, not jealousy, but everybody is keeping to their own. (PI3)

Again, speaking of growth triangles, a private sector participant observed:
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In practice it doesn't work - everybody is jealous still. In Malaysia, we

also try to protect our turf. (PIO)

The participant from the NEAC suggested that particularly in the context of tourism

there is the inevitable competition between destinations, such as between Singapore

and Malaysia. Currently, even with the existing cooperative initiatives in place,

visitors are brought into Malaysia for short visits or day trips but then return to

Singapore - there is no 'sharing' of the tourism benefits (P4).

4.5 THE MEDIA

The MOCAT representative described how the government worked closely with the

Ministry of Information and Bernama, the national news agency, to counter media

hype with the truth:

We try to give the true story, or give the actual facts, so to speak, to

the press. What we wanted to tell the world was, 'yes we have

demonstrations, only one stretch of road in Kuala Lumpur, near the

National Mosque, why not, but the country, in other parts of the

country is very peaceful. Yes, we have haze but it's not the whole

country'. So we tell the truth. (PI)

In addition, the government communicated the crisis situation to other countries by

means of their overseas representatives.

The government acts in many different mechanisms, how those areas

can be tackled. Number one, the government works through the

ambassadors, the Malaysian councillors in different countries, to give

the statement to the normal government departments about what

exactly is the situation if there is a crisis, how much is truth which has

been reported. (P 12)

Judging by the responses of other participants, although the government perceived

their communication of the crisis and the situation in Malaysia to have been honest

and unambiguous, the image of Malaysia conveyed by the media both at home and

abroad was very different from the reality.
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4.5.1 The international media

When asked for their views on how the international media had reported the crisis,

not a single participant had any positive comment to make. None of the other

participants felt that 'the true story' had been communicated to the world with any

measure of success and media coverage had not been fair.

So it [the coverage] was really very biased. And we tried to arrest this

by giving some kind of feedback that it is not like this. (P5)

During that time people outside, I mean people from other countries,

who read about Malaysia, they don't really know about the political

economy of Malaysia. I don't know what information was kept back,

because there was a lot people mentioned that was not true. The news

and so on, was not reflecting the true Malaysia during that time. (P4)

It appears from the participants' responses that the negative image that Malaysia

acquired at that time arose for three main reasons. Firstly, relations between the

international media and Dr Mahathir reached an all-time low. This was summarised

diplomatically by one participant:

I think it's more personality. Our PM seems to have somehow got

onto the wrong side of the foreign reporters. The foreign media

seemed not to be with our Prime Minister's strategy, so imagine, you

have the foreign media promoting it in a different light. So things

would seem less stable and then there's less foreigners travelling to

Malaysia. (PIO)

Another participant was less restrained:

The foreign press, they have been very, very unfriendly to Malaysia.

And I guess because they didn't like the Prime Minister for being so

vocal, for being so outspoken about a lot of things which most other

developing countries are not in a position of saying anything.

Mahathir just couldn't care less! So he did put the country somewhat

at stake and we all were holding onto our dear lives thinking 'oh my

God, what is he going to say next!' because he was going to make our
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promotion work more difficult!! And then you ask him personally and

he says that's a political statement, it's meant for domestic

consumption and the foreign press picked it up and think it's for the

rest of world! (P5)

Secondly, the haze and the riots over the Anwar trial and imprisonment were

newsworthy topics and the media did not hesitate to capitalise on the fact:

Well, for the media during that time in Malaysia there was political

instability, it was not just the economic instability, also political,

social instability and so on. They heard it from outside and from their

own countries, bad things about Malaysia. (P4)

Several participants (P4, P12, P14) considered that reports were exaggerated in order

to attract readers:

The press and - you see the mentality of human beings today, they

always like to read about negative issues, and that is exactly what is

happening today. And that is what the media like to carry, something

bad, something negative. So it is sad that the world is heading this

way but it is true, this is what readers want to read. ... So the media

makes a mountain out of molehills. (P12)

Thirdly, some participants felt that the journalists were not well informed:

The way I look at it and a lot of us have that feeling that they just

come into any country, stay there for three days, have a chitchat with a

few people whom they probably never even know and then they start

writing as if they are a prophet of doom or prophet of prosperity. (P7)

Despite the fact that great efforts were made to provide balanced and accurate

coverage by, for example, The Economist, the Far Eastern Economic Review and the

BBC World Service, especially Asia Today, the participants considered the media to

have been biased and in addition, they did not adequately differentiate between the

situation in Malaysia and that in other Southeast Asian countries:
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There was some difficulty to correct the perception overseas that _

CNN would show, would talk about Malaysia and demonstrations, of

people protesting against the imprisonment of Anwar Ibrahim or

whatever, and include in the same film clip bits about Indonesia. And

Indonesia of course, people were running riots down the streets and all

that, and it would just confuse people. (P8)

This exaggerated and inaccurate reporting is just as Milo and Yoder (1991) warn will

occur if the media are not handled with great care.

It was felt by several participants that the fall in tourist arrivals had been caused by

the negative publicity rather than as a direct result of the economic crisis, when the

weak ringgit should have attracted international visitors. In particular, while the haze

was a serious problem for a time in some places, they considered that its extent and

severity had been exaggerated by the media (P4, P14).

The progress of the economic crisis I don't think was, to the general

public overseas, was not of much, I don't think they have much

importance there. But there were other things that happened during

that time. (P8)

But what actually brought the figures, or the arrivals down was the

negative publicity which I'm sure you've heard of it, for various

reasons, and also, we also, coincidentally during that period the haze,

'97- '98 the haze was very, very bad, and then we also had a political

situation which also incited a lot of overseas television stations to

create some negative impact and that actually affected us more, I

would say, than the economic currency problems. (P9)

I know that there was a lot of writing in the news which would have

compelled some people to feel 'my health is more important, I

wouldn't go there', but largely here it was seen as negative reporting

about the economy but of course some people also put down that

things are bad because of the negative reporting about the haze. Not

that the haze did cause it but the negative reporting about the haze
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helped to contribute to the losses in revenue from tourism. And I

should think that that probably is more right than the haze actually

being a problem - it was the perception of the haze. (PIS)

One participant observed that once people visit Malaysia they love it but the problem

Malaysia is now facing is that potential tourists are discouraged from visiting by the

negative image of the country which was created at that time by the press (P7), a

view supported by another:

There was a distorted image and people were afraid to come because

they said 'oh, there'll be riots, there'll be this, there'll be that'. (P8)

Participant P5 commented that it became the responsibility of the government to try

to correct the negative image of Malaysia.

So the Cabinet made the decision to have a perception-correcting

effort overseas. It was difficult without spending money on the mass

media. So tourism had to play its part in correcting this image or

perception. OK, that I think has helped to somewhat correct the image

of what's happening here. (P8)

Further details of the measures employed are discussed in Chapter 2.5.3 and how

these were viewed by the participants is reported in Section 4.2.3.

As a result of the adverse international coverage, considerable hostility was felt

towards the foreign media.

And in fact it made a lot of educated people quite angry and nasty,

negative towards some of these press. (P7)

Unexpectedly, this fostered a feeling of nationalism among Malaysians and

encouraged them to band together against the outsiders, which may well have helped

the government when it called for public support for its policies.

The view was that they are screwing us up, they are giving us bad

press, they are selling our currency, they are trying to take over, they

are colonising us, and so on. We must therefore band together as

nationals, bring our resources from overseas to save the economy, save
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our lifestyle, save our culture and so on. So that was their attitude - it

felt a bit of nationalism but not the extreme kind of nationalism. (PI5)

However, it also slowed the recovery of the economy by making it much more

difficult for the government to attract foreign investment, for example. The Sunway

participant suggests that proactive crisis management might offer a solution:

So that in a sense is something that is worth pursuing, how to mitigate

this sort of damage. That's for the future. (PIO)

4.5.2 The domestic media

In contrast to the negative comments from the participants as to the performance of

the foreign media, very little was said about the domestic media, which is tightly

controlled by the government, the New Straits Times being owned by UMNO. One

participant, however, observed that the domestic media was very limited:

Well, at home I can tell you that the media here is two different

newspapers, and largely ... I think the main content of what is

important comes more or less from one source. Because it's so

similar, you listen to your news and what you see in the newspaper,

and one is exactly like the other. (PI5)

Another participant was much less discrete. When speaking about visitors'

perception of the troubles in Malaysia, he alluded to the fact that the domestic press

was controlled during that time. He commented:

They were here when they were caught up with this hoo-hah on

Mahathir, Anwar, and there was a clampdown on the news on

demonstrations and that was at the height of the crisis. There was also

capital controls, the currency peg and he felt why should the

government be so restrictive in press coverage. That press coverage

would be synonymous with a full democracy, and that it would be

good to have total absolute press freedom. (P7)

This control of the press was not referred to by all the participants and by some it was

condoned. Participant P15 observed that a proportion of the information about the

crisis was suppressed:
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Details of how much the country had in terms of resources to

maintain, imports for example, I think those nobody felt they had a

right to know. It was managed by the Prime Minister's department,

and OK they got it right. So if things were very, very serious, the

general population probably didn't know, they just knew that

something was happening, and they could see the currency falling, and

they could only be told and they were told the potential consequences

of not being nationalistic about them bringing their resources home

and so on. (PI5)

The issue of media control was taken up by the representative from ISIS who

observed that there were strong advantages in this.

OK, if you look at economic perception methods, perception becomes

reality because the way that human beings react depends on

perception. So to have a closed media sometimes helps as they always

give you positive information, so that psychologically helps but it's a

double edged sword. So there's a lot of positive news and that's good,

in a way it's good. Because if you say there's going to be a drastic

downturn it's going to be very pessimistic and people are not going to

spend. You know, like what's happening in Japan. But in that sense

it's good, as an economist I would think that having positive views is

good, otherwise you tend to lead to self-fulfilling prophecies. (PI4)

In view of this participant's obvious hostility towards the government and

championing of transparency and openness shown throughout the interview, this

opinion surprised the researcher who would have expected her to challenge the

practice of press censorship.

Most participants considered that the Malaysian press had provided an accurate

picture of the crisis situation, both the good and the bad aspects, and had reported the

government's updates on the progress of the crisis and explanations of the need for

capital controls, the pegging of the ringgit and so on. One felt that with the exception

of Singapore, the Southeast Asian media had performed poorly.
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I thought in this part of the world we have not done well. In damage

control, in dissemination of correct information we have not done

correctly, not only in Malaysia but by all the countries except

Singapore. (P7)

One of the Tourism Malaysia representatives was unsure how effective the media had

been in keeping potential overseas visitors informed of the situation.

The job that needed to be done at that time was to inform the visitors

of the opportunities because everything is half the price. I'm sure that

for the first year it was not done so well because people did not come

in yet. It's only when we started announcing it that people saw

opportunity in that. (P3)

One participant considered that in future the quality of reporting by the domestic

media should be improved:

Within the country I feel that some reporting should be more critical,

should be more analytical. I feel that the writers in this country, I'm

sorry I'm not trying to be arrogant, I don't read some of them because

they are just very basic which I don't even have to read I already know

about it. It lacks depth.

Do you think that people were clearly informed about the crisis

situation?

No I don't think they were clearly informed.

Do you think there might be ways of better communication?

There should be a better way of communication. I feel that our TV is

not functioning properly, the internet... I would say that in Malaysia

the number of people who are subscribers to the internet is only about

1.2 million, it's about 5-8%, not a very high proportion. And even the

people who are reading here are not really that critical. (P7)

4.5.3 Internal communications

The importance of good internal communication within organisations prior to, during

and after a crisis was stressed in Chapter 1.3.6. However, the comments of one
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participant who was working abroad with Tourism Malaysia in 1998 suggest that, as

found in Hong Kong by Huque and Lee (2000), there were insufficiently regular

updates on the situation within MOCAT:

In 1998 the figures were coming late, the statistics were not coming in,

it was surely a situation where the country was going through a period

where "don't worry about the past, look forward to the future". So we

didn't know what was really happening! Just behind us everybody

was busy looking forward. (P3)

In contrast, one private sector organisation did try to communicate with its members.

Two of the participants, both from MATTA, had different views on how the

organisation had communicated during the crisis period. One, the more senior,

summarised the measures that had been taken:

We put out whatever we could in trying to correct the image and to

help members' positions, to make statements, the correct kind of

statements, to do with the haze, to do with the encephalitis, to do with

the economic downturn. We actually had put out, what do you call it,

statements that hopefully the members could use if they were not sure

what to say and they could use these statements. (P8)

The other, who was from Johor, contradicted this view but although he felt he had

not been kept fully informed as to the information, he did not feel that this had been a

mistake.

on the general information if you are asking whether there was

everything in the open and such situation where everything was readily

available I don't think so.

Why is this? What do you feel could have been done that wasn't?

If you ask me whether information was actually given out correctly I

would say no. But if you ask me if it was right or wrong, I would still

say it's right. (P9)

Since 1999, MATTA had started to distribute news by way of a newsletter.
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Do you have a magazine or any sort of communication

newsletter.•..?

We have that in our sometimes monthly, sometimes twice, once in two

months, something called the MAITA update which just recently has

gone online, on the net. We send it out as an email, monthly online

but as email. But we used that channel to do that, but that was only

since 1999, early '99.

Yes, right, at the time, at the height of the crisis you just relied on

general. ...

Well, there was general confusion! (P8)

This can be regarded not only as a response to the financial crisis but also as a

proactive move to be better situated should another crisis occur.

4.5.4 Future management of the media

Only one participant made any comment about the internet and he considered it to be

something of a two-edged sword. This was because there are few or no controls over

what is written, so nobody is clear how much is true, how much the writer knows or

the reasons behind the writing:

There are many people who feel for the country and there are also a lot

of people who don't feel for the country, so the internet can be a yes

and no situation. That's just like politics. The internet is actually a

political vehicle ... for both oppositions and the government parties to

fight. (P6)

This participant clearly VIews the internet as a challenge to the government, as

Winter and Steger (1998) describe, an opposition rather than as an aid to clear and

informative communication with the public as Osborne and Tomlinson (1995)

suggest it should be. As participant P7 observed above, fewer than 10% of

Malaysians subscribe to the internet and it is not yet considered to be a real force for

communication. In spite of the fact that this situation will change as a result of the

government's promotion of K'T, none of the participants showed much interest.
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Many of the participants agreed that the media could be better managed in the event

of a future crisis and used to communicate the progress of the crisis and to

disseminate other information. One suggested that the government should be more

proactive and provide full and accurate information as soon as any problem arose in

the country so that potential tourists would know the real situation. He gave as an

example the kidnapping of tourists from Sipadan Island by the Abu Sayaf terrorists:

People don't know where Sabah is, people don't know where Kuala

Lumpur is, they think 'now, why do you want to send us to a country

where they're having problems and people being kidnapped?'. But

immediately if they had responded saying 'hey look, this is Malaysia,

this is where we are, this is Sipadan, it's not a problem'. People are

coming on a holiday, they don't want to go to a problem area. ..,

That's the problem. So you must be proactive and be able to come out

with something clear that whatever the situation is, that's what I

believe. (P9)

This view was echoed by another private sector participant:

You've got to make sure from economic to political scenarios will be

taken care of so that these people will not feel worried to visit

Malaysia. I think you've got now with the internet and with all the

CNN really the same day before you fly people hear the bad news

about Malaysia, so ... ! Nowadays there is no more information gap so

it's so sensitive to the media protecting it. The same hour you get it

on the internet, it's received all over the world. (PIO)

Finally, one participant made the point that there should be some responsibility

assumed by the media over the long term effects of their coverage on the country or

sector concerned:

So, the media needs to be more sensitive about how they market or

belittle tourism areas as this can be very, very bad. We had a lot of

problems with the foreign media in our country, so we are very vocal

and the media is controlled by big politics, some countries were using
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the media to bring down the government, to ward out the government

and the country as a tourism destination, like you know, the people in

the countries are not as stupid as how sometimes the media IS

claiming. But media must be a responsible figure I think. (P12)

This chapter has been largely concerned with reactive crisis management and the

views of the participants with regard to the response of the Malaysian government to

the Asian financial crisis. In the next chapter the participants' evaluation of the

performance of the government and private sector during the crisis and post-crisis

period is analysed and ways in which the lessons that have been learnt from the

experience can be applied in the development of some form of crisis management

provision for the future is explored.
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Chapter 5: Learning from the Crisis

This chapter also deals with the data collected from the interview but here the focus

is on the participants' evaluation of the response to the crisis and the lessons that can

be learnt from this response. The last two sections are concerned with proacti ve

crisis management; how the knowledge gained from the experience of the Asian

financial crisis can help in the preparation of some type of plan action that will help

to protect the tourism sector should another crisis strike in the future. The issue of

indicators is addressed first and this is followed by an exploration of what format the

crisis plan should have, how it should be funded and implemented and who should be

involved.

5.1 EVALUATION OF THE CRISIS EXPERIENCE

5.1.1 Positive aspects of the crisis

As suggested in the literature and discussed in Chapter 1.6, there is usually some

good to come out of a crisis and if this is harnessed then the aftermath of the crisis

can be turned from disaster into perhaps not success but into something positive.

One of the questions asked in the interviews was whether the participant could

identify anything good to have come out of the Asian financial crisis. There was a

certain amount of consensus which was surprising considering that those interviewed

came from such a diversity of backgrounds. The general impression from the

response to the question was that, although unpleasant, the crisis had resulted in

some good, or as one respondent observed:

When the crisis came, when they analysed it, it helps Malaysia more.

(PIO)

It was felt that surviving the crisis was a valuable experience for Malaysia and one

not to be repeated if possible. Participant Pl5 described it as 'never again'.

Well, at the macro level, at the political level the lesson is 'never

again'. I think the 'never again' mentality will be the basis of most

decisions that are made for a long time to come. Because they
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genuinely believe that they'd built up a solid economy which was

prospering and overnight half of it was lost. So 'never again' is the

major line of thinking that will underline everything they do from now

on and for a long to come. (PIS)

One of the Tourism Malaysia representati ves suggested that having suffered and

survived the crisis, Malaysians were now more experienced and mature and had

somehow 'grown up'.

For a new country you cannot just have a lot of money and become

big. To become big you must have the right mental and moral and

organisational behaviour, to remain big. ... As I say, the crisis has

taught us the difference between men and boys. (P3)

This would therefore mean that they would be in a better psychological position to

react should something similar happen again, confident that they had managed in the

past. One participant summarised what many had hinted at:

Another thing we have learnt from the crisis is that if you work hard

enough, everything is possible. (P3)

Some private sector representatives and the economist from NEAC suggested that

there was now no denying the need to be prepared for a future crisis.

I think now this will really jog even from the top to bottom that we

must always prepare for eventualities; definitely with every growth

there is a downturn. (PIO)

The MIDA representative thought that it was important to look and plan ahead.

I think that management of the economy again is a lesson, to look

forward and to sort of prepare for the impossible. I think a lot of

countries have failed to see what is coming ahead. So I think the

important thing is to reach a crisis which can be as a result of your

own doing or externally, just put onto you. That's what happened in

the financial crisis. The nation has got to react very, very quickly to

arrest the damage. (PS)

As outlined in Chapter 1.6, Meyers and Holusha (1986) suggest that one of the

benefits to emerge from a crisis is that early warning systems may be developed. As
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is discussed in Section 5.2, the experience of some of the participants is at least

prompting them to consider proactive crisis management as an option, even though

they are far from developing an early warning system. As one participant explained,

"I think perhaps the lesson they should learn is that they need to prepare for when

things go wrong and when things go wrong, what do you do?" (PIS). Another felt he

had learnt from the experience of the crisis that his business should have a back-up

plan in case something happens (P9)

Many of the participants considered that Malaysians would in future be much more

cautious, in both a corporate and a personal sense. The representative from MARa

observed that before investing in, for example, the construction of a new hotel, there

would be greater analysis of the political and regional economic situation:

Actually development of property for hotels actually is quite a tricky

thing to do, because once you decide to build a hotel, it will take you

two or three years to be ready. When you start building it the tourists

are coming in but before you could complete it business may be down.

So this is quite difficult for everybody to make use as a lesson but you

have to be more careful, I think, in terms of development of hotels and

look at the size of the hotel probably and on the strength of the

economy. (PI!)

Similarly, participant PIS felt that people would be more cautious when borrowing

money:

You can't borrow too much, especially large sums for, for example,

development projects because sooner or later somebody will ask you

to pay. I think it has now been said enough times, that borrowing

from outsiders to fund things subsequently they have to repay,

everybody has to be careful. (PI5)

One tourism private sector participant commented:

I think our industry is one of the most volatile industries. .,. I mean

the amount of money that we put it, especially being an inbound

operator, we also have equipment, we've got vehicles. OK, so can you

imagine when you don't have business for three months the banks are
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not going to be kind to you either. They become worse! So that's

one very good lesson. (P9)

In addition, several participants commented that people are more careful about

spending their own personal money and it is expected that it will take some time

before consumer spending reaches pre-crisis levels. This may be especially true of

tourism which "is the kind of expenditure which doesn't bring any income or return

except to have a holiday" (PIS).

I think people are more careful now, more cautious in what they think,

in their business plans and activities and most important I think they

take care of their funding much better, their financing. (P11)

And a lot of the sort of extravagant expenditure is also going, even

among the Chinese, taking holidays overseas for the whole family and

things like that, it's all cutting down. One can still afford it but there

are more important things to look out for. (PIS)

People have become more prudent in spending, I've noticed that.

Even when they go overseas I noticed that they are not spending that

much. (P7)

Not only would they spend with more caution but they would now save more. The

'saving ethic', as participant PIS put it, had not been significantly affected and it was

felt that more people would start saving, possibly as a means of self improvement

and as a way of managing costs better. Participant P3 suggested that personal loans

would be sought less frequently as Malaysians would be less inclined to buy things

they do not need:

Maybe a second house, you can buy it if you have enough savings, but

not to borrow and buy a second house, you can rent it out or sell it at a

higher price later. I think a lot of people who were speculating, I think

they have got the message. (P3)

The ISIS representative was pleased that since the crisis there had been much more

transparency and companies were being examined much earlier and restructured if
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necessary. She observed that one of the reasons that Malaysia did not suffer as much

as other economies was that they had less foreign debt. By restructuring those

companies that had substantial foreign debt exposure, vulnerability to future currency

instabilities would be reduced and this would benefit the country as a whole.

However, she also commented that there were still issues that were not in the open,

such as companies seeking foreign buyers. Again, Meyers and Holusha (1986)

suggest that one positive outcome from a crisis may be that latent problems are faced

and this tallies with P14's observation:

If you look at the history of Malaysian econorrnc development,

massive restructuring took place in 1985 when there was a downturn.

So companies will go on until there is a drastic set back and then they

will reorganise their structure. But in a sense it is good because they

are removing the comparative advantage and then it's got to be best

that we should actually face them out rather than taking in foreign

labour and sustaining them. (P14)

Similarly, the NEAC participant observed that the econormc fundamentals are

important but noted that other factors playa part. He felt that the government had

learnt that it was important to ensure that the ringgit is not vulnerable to the currency

traders. In addition, he suggested that it might be a good idea to have "a sort of

international arrangement of how to manage the crisis in different countries" because

the IMF formula cannot be applied to every country (P4). One of the private sector

participants commented that he hoped that Malaysians had learnt that high growth in

any economy is cyclical and cannot be sustained indefinitely, so when things are

going well they should be prepared for a lean time to follow in due course (P9).

5.1.2 New thinking on tourism

As regards the good to have come out of the crisis in terms of tourism, the most

significant benefit to result from the crisis was felt by the private sector to be that at

last tourism was being recognised as a major contributor to the national economy.

... they realised more than ever what the tourism dollar is all about!

And I think the easiest way to spur or to boost the economy, we

needed the foreign exchange and what better way than tourism? (P9)
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The ISIS representative observed that this is reflected in the personnel, the policies

and the budget allocated to tourism activities and the rate it has increased. The

Minister is much more active now and the campaigns are more extensive. As

participant PIO put it:

We have a government who now sees the daylight of tourism being so

important that the whole government machinery is supporting it. So

all this augurs very well. Yes, I think it's in this crisis that actually the

government realised tourism is such an important industry. (PIO)

Several of those interviewed commented on the extent to which this realisation will

be reinforced once Tourism Satellite Accounting becomes more widespread.

... and I think that it has given us a recognition in terms of

government, that tourism is a economic force that they must pay

attention to which can give them a good response. I think that has

been a good thing. (P8)

These private sector views do not quite tally with that of the MOCAT representative

who observed that since the crisis there has been new understanding from the trade:

They [the travel trade] understand that things are not only

government's job. Tourism is everybody's business. (PI)

The successful recovery of the tourism sector in the years following the crisis was

ascribed by many of the participants to marketing and they felt that its importance

should not be underestimated. One commented:

We have actually learned the actual function of advertising in relation

to arrivals. Because you have to wipe the board first before you can

see the chalk marks and we had the haze that really wiped it very well

and they started the campaign to put it on specific markets and saw

how they reacted and we have a good model now for us to see the

reaction of each market from a particular advertising campaign. We

are doing a good media study, we are making assessments of things.

In our case it was an attempt to do extensive marketing and see the

effects. (P3)
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He observed how easy it is to be complacent while the market is healthy and there is

growth and he felt that Tourism Malaysia had consequently taken its traditional

markets for granted and allowed advertising and promotion to lapse. As a result,

when the crisis struck it took two years before a successful marketing campaign,

Malaysia Truly Asia, could be launched. It was only when traditional markets were

targeted that it was realised how much potential they offered.

As mentioned in Section 4.2.1, there was a radical shake up of personnel in MOCAT

and in Tourism Malaysia. The Ministry expanded its activities, particularly in the

area of marketing, but the number of employees remained the same, which meant that

their workload increased. One of the representatives of Tourism Malaysia observed

that during this period only the best-qualified applicants were appointed as "this

crisis gave recognition to people's ability and qualifications" and they got the

required results. The performance of employees of Tourism Malaysia was

scrutinised and they had to account for their time and justify expenditure initially on

a daily, later relaxed to a weekly basis. In the two years after the crisis the expansion

of Tourism Malaysia equalled that of the last 20 years and there are now more offices

in key markets (P3). When one of the Tourism Malaysia representatives referred to

this he made an interesting comment:

The government made a very critical evaluation of our function, what

we should be doing that we are not doing, things like that. The whole

organisation was submitting reports daily to tell what we were doing.

And then the accusation at that time was probably because we are not

serious with our job that we are not getting the tourists. (P3)

This is an example of the blame that is characteristic of the post-crisis 'chronic'

period (Fink 1986). The participant considered that it requires more than hard work

alone to get results and this was a lesson that had been learnt by the government from

the experience of the financial crisis.

It's not only working hard, it's having the resources to conduct proper

advertising and promotional campaigns that matters more than just

burning the midnight oil. Some things need money, purchases like air

time or media time. They can bring journalists here, they can give two
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pages write up but if you want to time your information and the right

amount with the right creative at the right time you have to pay for

that. (P3)

5.1.3 Upgrading of the tourism product

The financial crisis conferred an artificial competitive advantage on Malaysia as the

fall in the value of the ringgit made the country very cheap to visit. This was

appreciated by several of the participants:

What good has the crisis done for the Malaysian travel industry? It

has brought in more tourists and made our services more competitive,

I mean price wise and reduced the outflow of capital because of the

exchange rate difference. (P3)

Singapore at the moment is going through a bit of a bad economic

downturn and now you see more and more Singaporeans travelling to

Malaysia. So it has got its plus points. I don't like to use the word

cheap, I say because it is value for money! (P9)

The idea of good value for money was also echoed by one of the Johor participants

who emphasised the importance of offering good quality products and services for

attracting repeat visitors (P7, PI). However, it was recognised that Malaysian

tourism was not as competitive as it might be and that the crisis had highlighted

deficiencies in the industry which needed to be improved on and there were quality

issues which needed to be addressed:

Well I think after the crisis, one of the things we have seen is the need

to improve things. The way they manage things. They need to have a

lot of quality boost, they need to be competitive. I think it's been

drummed into people. They need to be competitive in what the

country does and that is quite clear because it was obvious that

competitiveness helps you to stay afloat. (PI5)

The recognition that here is an area which requires improvement in order to achieve a

competitive advantage confirms another of Meyers and Holusha's (1986) suggested

benefits to emerge from a crisis, that is the appearance of a new competitive edge.
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There were three aspects of this suggested upgrading of the tourism product. Firstly,

it was felt that there should be new products and attractions:

The Minister now is looking at the future with a vision. What we need

to do immediately is to upgrade the product. Having done that you

must talk in terms of developing mega products, making sure that

Malaysia would have that added attraction, to be the destination.

That's why he talks about having a cable car from the city to Genting

Highlands. It's a major investment but what's wrong? Look at what

they have done with KLCC - the same architects, the same planners

the world over. CNN described it as the Third World Everest. They

are proud, yet it is a practical Everest that people can still go up. (P2)

Another participant considered that the government should be monitoring the

emergence of new destinations in the region with which Malaysia could develop joint

packages or persuade their international visitors to stopover in the country en route

(PI5). A third considered that Malaysia should focus on high yield tourists as

Mauritius and the Maldives do, and pay little attention to what he described as "junk

tourism" (PI2).

Secondly, it was felt that tourism services and facilities had not kept pace with the

increase in arrivals. One participant made the point by comparing tourist guide

provision in the Thai island of Phuket with that in Malaysia:

In the early I990s the island of Phuket had only ten French speaking

guides and we had slightly more than them, and we used to get our

people to also assist in handling French groups for them. Today they

have 400, we still have just over ten. And they want to bring in a

greater number of French tourists to Malaysia. So are we prepared?

We talk about the Arab market. It used to be that we had 19,000

Arabs to Malaysia; today we are getting over 100,000 Arabs. Look

around the hotels - have they got any Arabic speaking front office

managers or front office staff? Are we prepared for that? Weare not.

You say you want to be unique. How can you be unique if you can't

even communicate with them? (P2)
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Thirdly, the Sunway representative observed that tourists should be made to feel

welcome and be treated well by all Malaysians. He considered that the situation had

improved over the years in some respects:

The concepts, it's gone a long way. But if you want this sort of

tourism related business, you are stopping this with protests about

ladies wearing bikinis. Now in KL you see bars and street drinking

and it's not to say encouraged but it's part of the flavour. So at least

we have got through that phase of recognising it. (PIO)

However, with regard to customer service he considered there could be

improvements:

People are not smiling, not so friendly as Thais, even our Tourism

Minister honed up a greeting. They thought Europeans shake hands,

why don't we do something like this? So there's a lot of ways to

welcome the foreigners visiting our country. (PIO)

The MOCAT representative viewed this in terms of upgrading the service offered

and the welcome offered to visitors:

But we are still not happy. I don't mean that we are not happy totally,

but when you first enter the country there's no hassle at immigration

and customs. When I go to other countries I'm being harassed, the

customs harass me, I've no complaints. But here, people don't smile

at people, we complain. (PI)

As might be expected, this participant reflects the view of the Tourism Minister. The

issue of harassment by immigration officials at the points of entry appears to be very

much in the forefront of their thinking, possibly as a result of media focus on recent

occurrences:

So when they start to look at the tourism business, where it went

wrong, then if you read the papers of late, you see our Touri sm

Minister's complaining of all sorts of things. Recently at the

immigration the computers went down and the tourists were waiting.

So you see the government is actually now trying to get its act
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together, to change the whole mindset from the airport, the

immigration, even the tourist agents, and of course all the private

sector. But now there is at least something like an open forum and a

master plan to get the private sector and the Ministry to work together,

to all constantly promote tourism. Only now we realise that tourists

who we spend so much money advertising to come here, they are still

sometimes being stopped and harassed, not provided the service

standard that befits a country that you want to welcome these tourists.

(PIO)

5.1.4 Changes in the travel trade

Several participants commented on the impact of the crisis on the travel trade, which

was summarised by one private sector participant as:

Positive for the inbound business, not so much those outbound,

because tourism travel agencies who do the outbound, ticketing and

send people overseas, but this is where most of the agencies who have

felt the negative effect. Less people will be travelling because of the

pegging of the ringgit and the high cost of travelling especially

overseas. But on the other hand for people to come to Malaysia it will

be cheaper. So probably there's a shift of business approach by the

tourism players. Maybe more will realise that more emphasis on

inbound may be profitable, better. (PI I)

Financial constraints also forced those working In the tourism private sector to

evaluate staff performance and to prioritise their operations. As discussed in Chapter

2.5.4, some businesses succumbed, but the 'fittest' survived and the sector cannot but

benefit from this.

Of course when the crisis came, we actually every week go into the

business to see how we can keep ourselves lean and mean, to weather

through the storm. Of course painfully there was even some

retrenchment during the period and cost cutting and rationalising

business. (PIO)
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In order to sustain this benefit, two further recommendations were made. Firstly, one

of the Tourism Malaysia representatives commented that since the crisis, recognition

has been given to the tourism sector as a revenue earner and as part of this

recognition he suggested that it was essential for measures to be taken to prevent

non-professionals from entering the sector, attracted by the supposed glamour of

tourism. He considered that such people had no serious commitment and therefore

should not be licensed:

That's the core problem with our industry. You have to be drastic to

be kind. The Minister has the power and he should make sure that

licensing must be such that it is only open to those who are committed

to the industry. It's not an easy task but it has to be done. (P2)

This view was supported by the representative from Sunway who felt that people are

finally realising that it is difficult to be successful in tourism:

I'm sure a lot of people have learnt that tourism industry as well as the

hospitality side, to make money from this sector is still very hard. It's

quite a long gestation period. Except those who bought those

properties in a fire sale, you see during the crisis a lot of corporations

bought cheap hotels. Then if you own it and you run it then it's easy,

your entry point is low. But if you wait at a higher price then I think

that the return is not as attractive as many other investments and the

tourism sector is contiguous on so many variables. (PIO)

Secondly, more widespread use of ICT should be made:

Because that's now becoming available as a good tool but not many of

our members are using it yet, and it's not just for marketing but it's

also for efficiency, in getting information to hand so that they can use

it to market better and to communicate better. (P8),

These are two areas of importance for crisis management, as Coombs (1999)

suggests and are discussed in Chapter 1.3.6.

There has been widespread recognition of the importance of diversification. One

participant from the private sector remarked that traditionally it was felt in Malaysia

that to build a successful business it was necessary to specialise into a niche market.
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I think diversification of business, not putting all your eggs in one

basket, that's been one of the things that MAITA members have

learnt from this. It goes against the grain, though, from what I've

been, I still believe in, that to be strong you have to specialise, to have

the niche area. So it goes against the grain to say this, but it has

helped members to overcome the crisis by being able to, whoever

could diversify into other areas were able to get through the crisis a bit

easier. (P8)

Certainly with regard to the travel trade, those operators who had diversified and

were operating in different markets or offering a variety of tourism products were in a

stronger position to withstand the damage inflicted by the crisis and continue trading.

The Sunway representative observed that diversification was a means of spreading

risk, so that in the event of another economic downturn and a decrease in the number

of business travellers, the suppliers would be able to weather the storm. He argued

that Sunway had been fortunate during the 1997 crisis:

We were quite lucky that we were able to balance between leisure and

corporate, so much so that during the crisis we were actually having

more leisure share, but our situation is unique because we have a very

strong leisure component. So we were able to weather through the

crisis and that's why in a way we succeeded. (P10)

Meyers and Holusha (1986) also suggest that one of the benefits to result from a

crisis is the adoption of new strategies. As described in Chapter 2.5.3, one of the

new strategies introduced by the Malaysian government in response to the financial

crisis was the promotion of domestic tourism. This was recognised by a number of

participants as being a benefit not only to the domestic tourism sector but also to

Malaysians personally.

I think it's a brilliant stroke to encourage locals to visit at least for this

period, you are also helping the industry and in the meantime exposing

this fabulous product [Malaysia] to the citizens of the country. (PI0)

Travel agents and tour operators started to develop specific domestic travel

programmes for which there had been no market prior to 1997 as people were not
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interested in travelling within the country (P8). Before the crisis there had been little

holiday culture amongst the Malaysians but as the middle class emerged, with more

leisure time and disposable income, those who could afford holidays travelled

overseas. One of the positive things identified as emerging from the campaign to

increase domestic tourism is that many Malaysians have been made aware of their

own country in a way that previously was not known. Publicity surrounding tourist

attractions and events and activities of interest to people all over the country has

meant that places which previously were popular mainly with international tourists

are now being frequented by the domestic market. As one participant put it:

So it was a case of Malaysians being forced by the economic crisis to

discover their own country and having discovered their own country

they liked it. (P8)

As observed in Section 4.5.1, the crisis has given rise to a resurgence of nationalism

and a feeling of banding together and working towards a common goal that has

reinforced Malaysian identity and cannot but help to strengthen the image of

Malaysia as a tourism destination both at home and abroad.

5.1.5 Post-crisis recovery

Although he did not consider that the crisis was yet over, the NEAC representative

was of the opinion that the Malaysian economy had recovered and this was through

their own efforts, as opposed to other Asian countries which had received some

assistance from the IMP.

So we see our performance with our competitors, even though we

don't receive any assistance from IMP. I mean we can manage our

country, our economy. Some people say other countries, they received

assistance from IMP, they recovered. And we also recovered, so

what's the difference? But certainly they are different. (P4)

However, the participant from ISIS viewed the recovery as short term and anticipated

that the economy would crash. In spite of the fundamentals of the economy being

sound, she considered that the instability arose largely because the proposed

restructuring of institutions and large corporations had not been performed

adequately so that many of them still had substantial debts and were looking for
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foreign buyers. In addition, she considered that the 35% growth forecast for the

manufacturing sector was too high and that instead the future source of growth

should be the services sector, although this was dependent on how the sector was

liberalised. Furthermore, she considered that the government was weak which

contributed to the instability and when asked to explain this opinion, she observed:

There is still political crisis in this country, it's not really been solved.

There is no clear line of leadership transfer. That has to be solved,

there's problems within UMNO, and nobody seems to know really

what is happening but definitely there is a lot of ups and downs. (P14)

A factor which lessened the impact of the crisis on the Malaysians and allowed a

relatively rapid recovery was the fact that approximately 20% of the Malaysian

labour force is from Indonesia and Thailand, an unknown number of them working

illegally, and many of the redundancies in manufacturing and construction were

borne by them (P14).

The same participant attributed the post-crisis recovery of the Malaysian economy to

the strong US economy which is the ultimate destination for a large proportion of

Malaysian exports:

The reason why we recovered from the 1997 crisis was because of the

US economy, that's a major factor. And if you look at the electronic

exports, they are a huge component of our export sector. If you take

the electronics and electrical goods and textiles they constitute about

70%. And a large part of it goes to the US, about 22% or 30% if I am

not mistaken, and 15% goes to Japan. But all those that go to Japan

also the final market is actually the US. So the US economy was

doing well and therefore we recovered quite well. (P14)

However, although Malaysia was able to benefit from the strong US market for its

exports, the subsequent slowdown of the US economy has meant that demand for

microelectronic components fell which has in tum affected Malaysian exports.

Another participant observed that it was difficult to say for certain that the economy

had recovered because the evidence was blurred by the recession in the United States

and because the ringgit was still pegged to the US dollar:
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And whenever it seems to be normalising then other things happen

outside of the Malaysian economy which have an impact on the

Malaysian economy. So one of the issues they've been

considering is whether to do anything about the peg because it's not

certain though here people's confidence and the consumers have more

confidence and are more willing to spend and to believe that things are

getting better. And although Malaysia has oil to depend on, they also

are very dependent on exports, especially microelectronics. (PI5)

Based on the expenence of the financial cnsis, the government is implementing

measures in response to the economic slowdown in the United States:

We have put another 3 billion on the 28.8 billion for this year - the

budget, I mean - because now we cannot depend on the external sector

because our exports are reduced, demand for our products has

decreased. But we've got to stimulate our domestic economy by

injecting money on the schools, the universities and so on, the

infrastructure projects - we continue with these projects to boost the

domestic consumption because we cannot depend on the external

sectors. And we also, towards the promotion of consumption, for

example we reduced the EPF employers contribution from 11% to 9%.

So with the reduction in the EPF rate now the people will get more

money to spend and we also encourage the use of credit cards and so

on. We also promote sales of passenger cars. And we also continue

with the monetary policies. And we also have special funds for small

and medium scale industries, and we also reduced the interest rate for

people to borrow and do some business. (P4)

From the point of view of tourism, all the participants observed that the tourist arrival

figures had increased consistently since the worst of the crisis and the annual figures

had surpassed the pre-crisis figures:

The only statistics that unfortunately we have is inbound tourism

statistics. That's the only thing we have that can be relied upon. And
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that's been encouraging. We've never had tourism ever in the history,

never mind since the crisis, but ever, as much as we have now. The

highest we've had before the crisis was 7 point something million, and

now we are in excess of 12 million, sorry, in excess of 7 million in this

half year, at the halfway mark. (P8)

However, as one of the Tourism Malaysia representatives pointed out, it is not

enough to focus on arrivals alone but rather the yield should be considered. This

supports the WTO (1999a) observation that the focus for Southeast Asian tourism

should be more on yield.

You see, we have about 106,000 hotel rooms, and they can actually

provide double the revenue. ... Therefore we are constantly trying to

see with the growth in arrivals if we can also improve the yield which

means we have to be now more focused on certain market segments to

ensure that the quality of arrivals improves together with the numbers.

(P3)

The private sector all reported an increase in trade since the crisis. One of the

MATTA representatives observed that outbound bookings did not increase much

until 1999 and even then it was slight. However, at the MAITA International Travel

Fairs since, the experience of the suppliers had been quite different.

The year 2000 of course there was a tremendous jump again and this

year 2001 who are saying reported sales of packages and things like

that were close to 100 million ringgit at this 3-day fair and the

previous one was a 2-day fair - we had about the same number of

people coming through over three days and two days and the sales

were round about 60 million ringgit so there was quite a big jump and

the year before that was about 30 something million. These are not

very accurate figures because we asked the exhibitors to tell us what

kind of sales they experienced and they're not bound to give us any

audited figures or anything but it gives an idea. (P8)

Similarly, the representative from the Sunway theme park reported that the previous

year (2000) their hotel had one of the highest occupancy rates of 85%, which he
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considered comparable to the city hotels like Mandarin Oriental. Reflecting the

success of the recovery of the tourism sector and the increase in tourist arrivals ,

Tourism Malaysia was expanding the number and size of their overseas offices.

Of course we are now on the expansion plan, we are having more

offices in key places, wherever necessary we have more than one

office, we're expanding. The expansion will last two years and can

equal the expansion we had in the last twenty years. That's how fast

we are moving. (P3)

5.1.6 Comment on the response

The first area of concern felt by all the participants was the speed of the

government's response to the crisis which they felt had not been fast enough; as one

person put it "the nation has got to react very, very quickly to arrest the damage"

(P5). One participant observed that because of the political structure in Malaysia

there should have been no obstacle to taking appropriate action.

It's so easy to make a provision in this country unlike others because

the infrastructure is there. Because of that it's very easy to make this

policy, they can do it overnight. I can't imagine this thing done in any

other country! You can bulldoze through parliament, you know! The

Prime Minister makes a decision and that becomes policy! So I don't

think that's a problem. (PI4)

It was suggested by another participant that the problem may have been that the

government simply did not know what action to take. He commented wryly:

The crisis started in 1997 sometime towards the end of December, it

took our great Prime Minister nearly eight months, we just didn't

know what to do because it was something new, it was something that

appeared suddenly, it was just like a thunderstorm. And it was

compounded by some political problems. (P7)

The political problems referred to here are the riots and international outcry over the

arrest of Mr Anwar. This supports the argument for having a crisis management

plan, and illustrates the point made in Chapter 1.3.4 that the existence of a plan when

a crisis strikes offers direction for action and a good use of time. There were

211



explanations offered as to why the government response had been so slow. The

reason given by the NEAC participant for the delay before the pegging of the ringgit

was that Malaysia wanted to be seen as an open, market economy rather than as a

closed economy. Another participant suggested that because there was no severe

unemployment "there was no necessity to actually undertake really drastic measures"

(P14).

Where the speed of response in terms of tourism was concerned, one of the Tourism

Malaysia representatives suggested that the reason that the government was slow to

act was that initially tourism was not seen as a critical contributor to the economy

and higher priority was given to other sectors. This is similar to the findings of

Sharpley and Craven (2001) and the British government's prioritisation of assistance

to the agricultural sector rather than to the tourism sector during the foot and mouth

crisis in 2001. In addition, because in 1998 there was the opening ceremony for the

KLCC complex and twin towers, the Commonwealth Games were held and the

Kuala Lumpur International Airport (KLIA) opened, it was generally assumed that

tourism was doing very well. Interestingly, he considered that the government should

have responded to the haze which had affected tourism so badly, six months before

the worst of the financial crisis in Malaysia.

In July '97 the haze came, bringing tourism to a standstill but when

the haze was out of sight we should have quickly started our mass, big

campaign. Just to remind people about the fact that it's over and to

show our result and the places they could go, quickly, just to give the

momentum. I believe a quick campaign would have been very

helpful. (P3)

This view was supported by another participant who felt that more could have been

done and faster to counter misinformation from all the crises at that time, as stressed

by Durocher (1994).

If at all they wanted to help the industry, what they could have done

was to respond to all the negative that was coming out. They

shouldn't take time to respond to it, they should immediately. If
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something comes out in Hong Kong, whoever the body is must be in

the position to respond to that thing tomorrow, the following day. But

what has happened is it takes one week, and by which time people

already have a mindset. When we'd been going through a bad period

in terms of haze, we had this Coxsackie and then we had this disease

of the pig and during that period there was big headline news in Hong

Kong saying that there is an outbreak of foot and mouth disease here

... but it took them 4-5 days to respond to that by which time we've

already lost about 50% of our bookings. This is what I mean by being

able to respond immediately, I think in any situation. (P9)

A private sector participant felt that the response would have been faster had there

been some sort of plan.

Speaking purely on the tourism aspect, I think they were fast enough,

of course if we'd had a plan, if such a thing happens then these other

things would not have happened. (P9)

He illustrated his point with the Sri Lankan response to the Tamil Tiger attack on

Bandaranaike International Airport in July 2001 when "they did pretty well in a crisis

situation, within a mere five hours they are on air telling people what to do. This is

what we need". This view was echoed by a public sector participant:

Any response action that had been put into action much earlier of

course would have helped to alleviate whatever suffering that the

crisis brought along. (P7)

Both these people were interviewed in Johor and would have been well placed to see

the effect of the crisis on the 'man in the street', supporting the view that regional

crisis management has the advantage of being able to identify the local needs and

respond to them, discussed in Chapter 1.4.6.

The second area of criticism was the corporate restructuring which the ISIS

representative considered had not been effective or comprehensive enough. She

observed that the appropriate policies were in place but they were not implemented
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because "there was no political will to undertake this" on account of the political

economy and the links between the private sector and the government.

The huge companies were involved. '" So there were no proper

reforms made. OK, there was always this thing that if we go for

constructive, creative destruction then there will be massive

unemployment. I don't believe it. If there is a company, it doesn't

mean it doesn't exist any more after restructure. It is physically still

there, the market is there, it is only the top people who lose their jobs.

But it didn't happen in this country, restructuring at the company

enterprise level did not take place. So although there were external

problems in terms of demand as well as heavy loans, internally there

was no restructuring and the excuse was people are going to lose out.

Of course it's easier to do this sort of a restructuring even from the

political point of view when the economy is still in full employment,

not when there is going to be a severe downturn. They thought there

is going to be political backlash, so they didn't do it then. It was a

very minimalist approach, the excuse was people are going to get hurt

- I don't buy that. (PI4)

Measures were taken but they were not the measures which would put the economy

on a sustainable course. The implication of this she pointed out as being that when

the next crisis arrives there will be the downturn but it will be compounded by the

structural problems.

Finally, with regard to the access to data to clarify the real progress of the crisis, there

were some comments as to the difficulties of getting figures. One of the Tourism

Malaysia representatives observed that at the height of the crisis in 1998, the tourism

statistics were released 6-8 months late which he contrasted with Thailand's

response.

Statistics were delayed at that time. I remember it was July/August

1998 when I was crying for the JanuarylFebruary statistics. When the

statistics finally came, they were actually not scoring as much as we
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had in 1997. I remember Thailand came in fast. Tourism Authority of

Thailand, after they were hit they went out full steam and that's why

they got their figures before us. Yes, we started late - there was one

year lapse. (P3)

It was not only the production of tourism statistics that was criticised; the

representative from ISIS complained that none of the data she could obtain was very

good.

Nobody really knows what the real situation is. One is because of lack

of transparency, the other is actually trying to get these figures. In that

sense there is no machinery actually to look into the serious aspect.

This is one of the weaknesses in this country and we are just finding it

really difficult to get a hold of all these data. I mean the Department

of Statistics, for example, is never given priority like in the US or

elsewhere. Even on the financial sector, our data is just not really very

good. I mean the major sources of data would be the economic

reports. They are all arbitrary figures - you can see that they all

change. (P14)

These views support the findings of Durocher (1994) and Huque and Lee (2000) and

the importance to all stakeholders of knowing the exact state of affairs during a crisis.

With hindsight it is easy to criticise the government but not all the comments were

negative. One private sector participant said simply

I think they did a wonderful job. Because they were listening to the

industry, that makes a difference. (P9)

Dr Mahathir was praised by one participant for his handling of the crisis.

I must give our Prime Minister credit that he handled things very well

though people may like to criticise him. But as far as a lot of

Malaysians are concerned, he may have given out medicine sometimes

wrongly but overall I think he has given out the correct medicine. (P7)

This is an appropriate metaphor, given that both P7 and Dr Mahathir were medical

doctors before going into politics.
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5.2 INDICATORS

5.2.1 Warning signs prior to the crisis

After any crisis there will be some who claim that they knew something was about to

happen but one of the characteristics of the Asian financial crisis was that it was so

unexpected. It is generally accepted that there were in fact warning signs of an

approaching crisis which with the benefit of hindsight might have been detected had

they already been identified as indicators. As discussed in Chapter 1.3.2. the

difficulty of identifying appropriate indicators is one of the major obstacles to

proactive crisis management.

When asked whether, with hindsight, there had been anything that might have

warned them that a crisis was coming, the majority of those interviewed answered

that there had not been. It emerged from their comments that not only was the crisis

itself unexpected but also its intensity. One of the features of the economy that a

number of participants felt had lulled the Malaysians into a false state of security,

even complacency, was that there had been continuous growth for the 8-10 years

prior to 1997.

First I think the sad thing was that we thought the economy was still

flying. All the corporate people and the strategists all were thinking

that the Malaysian economy is still going to grow. So I think there

was no premonition that it's going to be a crisis. So everybody is so

euphoric about the economic growth. (P10)

Malaysians were working towards and looking forward to both the Commonwealth

Games and the Sea Games in 1998 and "by the time the Commonwealth Games were

here there was a recession" (PI I). As another put it:

It's perhaps strange but what it was is that nobody ever expected it.

It's like, it's the sort of thing you never think of. ... They genuinely

believed that they'd built up a solid economy which was prospering

and overnight half of it was lost. (PI5)

Referring to the intensity of the crisis, one participant said that "nobody was

expecting it to be that bad" (P11). Another observed:
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Everybody was caught off guard, but the way that it hit you, I mean,

never in the history of Malaysia has the ringgit depreciated by almost

50%. It was so volatile, it was going down almost every week. (PI4)

The response of the ISIS representative differed from the rest in that she considered

that some had anticipated a crisis:

Yes, because we had been monitoring [the situation] for some time.

And I think a lot of people said that people in the stock market were

caught off-guard but I don't think so because these people always talk

to people, they know how to get information. So they knew exactly

what was happening. They saw the weaknesses in the economy and

that's the reason they pulled out. These guys know. . .. They knew

much more than even some of the major institutions. But I suppose if

you work in a certain area, you know where to get your information,

you build your links over time. (P14)

One of the participants from Tourism Malaysia suggested that no-one had seen what

was right in front of them:

Nobody expected that Malaysia, which has achieved constant growth

for eight years, would be affected by any crisis. But the signs were

clear and nobody took any action. (P2)

The first of the signs he refers to was oversupply. The Sunway representative

commented that the analysts were concerned about the oversupply of business and

residential buildings and the huge infrastructural projects that had been undertaken,

many aiming for completion in time for the Commonwealth Games in 1998. These

included the KLIA at Sepang; Putrajaya, the new government centre south of Kuala

Lumpur; and in the same area the Multimedia Super Corridor, the Malaysian

equivalent of Silicon Valley.

The second sign was the ease with which people could borrow money; in the case of

the developers the loans were to finance the massive construction projects. The

representative from MIDA summed up the situation very neatly:
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The economy was also booming at that time and the property prices

too. It was happening in the stock markets in the US too, I think, and

the US knew that the balloon was about to burst but when you are in a

good environment, in this growth syndrome, nobody wants to do

anything about it! So the market went up and the property market

became also really overpriced, nobody wanted to do anything about it

because everybody was enjoying such good profits and the banking

sector was again lending to these property developers - construction

companies - so easily, they're begging us to take the money and with

very, very generous terms and very enticing. (P5)

Still in a financial context, it was suggested that a third sign was the volatility of the

stock market which was an early indication of instability, with sharp drops and very

few rises. As this had happened in Thailand prior to the collapse of the baht, the

participant observed that Malaysians should have foreseen what was coming (P8).

One of the representatives from Tourism Malaysia referred to an article in the Japan

Times in 1996 in which the situation in Malaysia was compared with that in Mexico

before the Tequila Crisis of 1994/5 when the economy overheated. He observed that

nothing was done about this as it was felt that in Malaysia's case the banking sector

was very strong and had good fundamentals.

It was saying that our economy had heated up, overheating, but

nobody knew what they meant until it finally showed up! '96 was

enough time, one year's notice. But this is the one error in every

country, you got to happen before you understand what it is. It's like

growing up! (P3)

The researcher was unfortunately unable to locate this article.

It is important to note that when asked whether anyone expected the crisis, one of the

MATTA representatives commented:

No, actually on the tourism side nobody expected, overall on the

economic crisis, on the economic downturn yes, on the financial crisis

yes, on tourism no. But on hindsight, as you say, yes we should have
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seen that that would lead to that, and that would lead to that. Yes, we

just saw it as a financial crisis and not a total economic crisis. (P8)

It is clear from this response, together with the others, that the warning signs were all

financial in nature and not related to tourism. The implications of this will be

discussed in the next chapter.

5.2.2 The monitoring of indicators

The NEAC representative observed that the Malaysian government currently

monitors indicators both at home and abroad. These indicators include GDP,

exchange rates, balance of payments and the consumer price index, which he pointed

out, although not 100% accurate do display trends in the respective economies. By

making comparisons with other Asian countries, especially Singapore, Thailand,

South Korea, Japan, Philippines and Indonesia, Malaysia can measure progress

against its competitors and evaluate the success of Malaysian national strategy

against that of the IMP. In addition, the government uses a variety of statistics to

measure changes in confidence, not only investment levels but also others such as the

balance of payments or international reserves (P4).

From a tourism perspective, the participant from MOCAT said that while they

monitor the usual tourism figures, such as arrivals, expenditure and occupancy rates,

they could not predict why suddenly tourists stay away.

We cannot pre-empt things about this, we do not know why, until we

see there's a drop ... we do monitor, but in the case of why suddenly

the Germans don't come here, I mean we cannot predict why they

don't want to come. ... But to project these things are going to

happen, I mean, nobody can do that. We don't keep track of what

happens in other countries but we do take note. For example, the

chicken scare in Hong Kong, the mad cow disease in the UK, we do

monitor these, but the monitoring is that if this affects the tourist

arrivals from those countries. (PI)

With regard to the Asian financial crisis, he was unclear as to how the monitoring

had been carried out and explained:
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It's not under this Ministry. Basically we are not involved really in

that. Not involved directly, we are involved indirectly. (PI)

In contrast, one of the representatives from Tourism Malaysia stressed that the

economic indicators in source markets were monitored and used as a basis on which

to make a judgement in any given situation (P2).

5.2.3 The collection of statistics

The collection of tourism statistics has not had always been as efficient or as

comprehensive as it might have been. One Tourism Malaysia representative

commented that during the worst period of the crisis, 1997-8, the statistics were 6-8

months late (P3). This is not surprising as the crisis was severe as well as very

unexpected and as described by participants, everyday work patterns were seriously

disrupted, but in view of the importance of monitoring the progress of a crisis which

is stressed in the literature (Cassedy 1991; Huque and Lee 2000; WTO 1985) it is to

be regretted. Since the crisis, however, the representative from ISIS explained that

improvements have been made and not only does the Department of Statistics now

produce a quarterly forecast, a move which had been triggered by both the crisis and

some IMP regulations, but so too does the Malaysian Institute of Economic Research,

an independent think-tank with a good reputation in both the public and private

sectors (P14).

Inbound tourism statistics are collected by way of the immigration cards, the relevant

part of which is shown in Figure 5.1. It was observed by participant P15 that most of

the tourism figures were only 1-2 months out of date and were published on the

internet. He did, however, question the accuracy of some of the statistics. Although

the immigration department has been recently computerised, he pointed out that the

data collected in many hotels were still processed manually and consequently take

much longer to filter through the system. In addition, many of the smaller hotels pay

scant attention to collecting accurate details. A further source of inaccuracy is the

Singaporean border, where most Singaporean visitors drive through and are required

only briefly to show an identity card. His concern was echoed by the MAITA

representative who said that the figures for 'purpose of travel' may be inaccurate:

220



A lot of foreigners we understand put 'leisure/holidays', even though

they're coming for business because in Asia, in Southeast Asia

especially countries like Indonesia, if you put 'business' then you get

asked all kinds of questions. So they say 'holiday', actually they come

on business. Malaysia it isn't so, it doesn't matter if you come on

business or holiday, they are treated the same. But some people don't

know. And so even an engineer for a big Japanese company living in

Singapore and coming to Kuala Lumpur to see his factory once a

week, might put a holiday each time, so he would have been counted

12 times. But I'm not too sure how far skewed out it would be. (P8)

Figure 5.1: Malaysian immigration department arrival card
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It is interesting to note here that until 1999 the tourism statistics to which PIS

referred above used indeed to be published on the Tourism Malaysia website, with

more detailed figures available from Tourism Malaysia upon application.

Subsequently, the very comprehensive 1997/8 figures were published as a 68-page

A4 book in two languages which could be bought directly from Tourism Malaysia for

RM30.00. The excellence of this book was its undoing; the next issue covering the
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three years 1999-2001 came out in October 2002 and cost the same but had only 34

pages of large graphs and a disappointing range of statistics. At a time when it might

be assumed that MOCAT had learnt the importance of data collection and

dissemination, it is surprising that the statistics available from Tourism Malaysia

should be so limited and so out of date.

At a micro level, when asked whether their organisations monitored the wider

picture, what was happening in the world or in specific generating markets that might

affect tourist flows and their organisation or locality, many participants did not know.

From the information provided by those that did, it appears that this monitoring falls

into three categories. Firstly, there is the monitoring of general levels of public

opinion, largely through the media; the Sunway organisation follows international

public opinion by reading relevant materials from the hotel and retail sectors and

general tourism magazines (PI0). Secondly, there is the scrutiny of what is

happening in the business. MARO does not collect statistics but instead it takes note

of financial issues or new policies, such as the imposition of a tax or tariff that could

affect either hotels or tourism, which would in tum affect the hotel owners. They

also monitor the situation with regard to room rates (PI!). Thirdly, there is the

collection of data by the organisation or destination itself. Possibly for reasons of

cost, it appears to be the regional locations that do this rather than a single

organisation. One of the Langkawi participants described how:

some people in Langkawi are very aggressive in collecting

international information about the trend of tourism, what are the

synergies that we should take, or what are the marketing issues we

should go for now which is gearing up for a better yield of tourism that

is coming in. ... Obviously there are certain markets which will go up

or go down depending on their ethnic problems in their own countries,

capacities of air seats and availabilities. (PI2)

Similarly, one of the representatives from the state of Johor described how tourist

arrivals at the state entry points as well as hotel occupancy were monitored and over

the six months prior to the interview, both had increased which indicated that the



tourism sector of Johor was experiencing some growth. In addition, retail outlets

were monitored in terms of percentage sales, rather than in actual figures which

retailers were reluctant to supply. During the crisis they collected figures for retail

sales in those places frequented by Singaporeans, which clearly showed very good

growth for the first six months followed by a steady decline (P7). This is be very

much what might be expected; initially Malaysia would have been a very cheap

destination for Singaporeans but once the crisis affected them too, they would have

reduced their discretionary spending.

5.2.4 Possible indicators for future use

When asked for ideas about possible indicators of approaching crises, the participants

were not very forthcoming; in fact, the majority said they had no idea at all. When

asked whether changes in investor confidence could be used as an indicator of an

approaching crisis, participant P6 thought not as the fall in levels of investment seen

in Malaysia was the result of the crisis rather than a precursor to it. The ISIS

representative suggested that business sentiments might be used as an indicator of

investor confidence but did not elaborate on how this might be done.

One idea put forward concerned the information regarding visitors from particular

source markets that many in the travel trade have but which is not exchanged other

than informally in discussions or chance contacts.

You meet a hotelier, you meet an operator, you talk about it, 'yes, yes,

you know' and 'they are coming later', and 'they're coming less', or

'they're going to Langkawi, they are not staying in Kuala Lumpur at

all' - things like this would come up. But there has been no formal

and organised way of getting this information. (P8)

The participant considered that this information could be of tremendous use, giving

early warning information to the trade, but he had no suggestions as to how this

information could be collected and monitored.

It was suggested that advance group bookings might be a possible indicator worth

monitoring. Participant P15 suggested that if the Malaysian travel trade butIt up
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good relationships with overseas tour operators and the cruise companies, they could

obtain regular updates as to booking patterns, especially given the ease of electronic

communication. Travel agents would be able to provide a very good idea of inbound

and outbound figures, as bookings may be made a year in advance. Participant P9

disagreed and pointed out that this might have been a good idea ten years ago as the

big tour operators used to book 12-18 months in advance, but nowadays bookings

may be made as little as 2-4 months before the proposed arrival dates. Malaysians,

too, are more inclined to travel on the spur of the moment rather than planning long

term (P7, P2). Participant P8 was doubtful whether this would be feasible given the

reluctance of the private sector to supply information of this type, an issue that is

discussed in more detail in the next chapter.

Participant P15 also considered that more attention should be paid to what is

happening in the other East Asian economies and to general regional political and

cultural issues, as well as how people perceive East Asians in general and their

reactions to specific aspects such as safety and security. Apart from the views of

business consultants, he felt that a lot more attention could be paid to the articles

published in the press and reports in the media. This is very much what the Sunway

representative described his organisation as doing. Other suggestions of possible

indicators were less detailed. Participant P7 suggested that a more comprehensive

analysis of the performance of retail outlets, as is done in Johor and is discussed

above, might possibly indicate trends in visitor spending which might be useful.

5.3 PROACTIVE STRATEGIES

5.3.1 The need for proactive crisis management

Having experienced one crisis, it might be expected that there would be support for

any measures to prepare themselves should another crisis strike. Some participants

argued that having weathered the financial crisis, Malaysians are now in a position to

be proactive to another crisis. The senior representative of Tourism Malaysia

commented:
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Since we have gone through the experience of the Asian economic

crisis, now we are well prepared. Well prepared in terms of what

needs to be done to overcome any negative implication as a result of

the slowdown in the US economy. Tourism for instance, we have

therefore to make a slight shift of our strategic emphasis in certain

markets in order to overcome any possible decline in tenns of arrivals.

So to us it only emphasised the fact that we have to continuously adapt

or continue with our strategic approach that we adopted during the

Asian economic crisis. (P2)

However, this is not preparation for a crisis but rather being alert to changes in the

global economy and reacting to variations in the market. Later in the interview the

same participant contradicted himself:

Bear in mind countries like Vietnam that have not as yet positioned

themselves tourism-wise will come on-stream offering a new

experience for the would-be travellers. And when they wake up,

countries like Indonesia, the sleeping giant, if they can get out of their

crisis and go all out for tourism they will be one of the draws. By that

time, you talk about crisis management, I'm saying 'Are we prepared?

No, we are not'. We should now be strategising ourselves in such a

manner that we are one up, no matter what the second crisis is going to

be. (P2)

It seems that most of the participants agree that the tourism sector is still unprepared

for a future crisis. One of the representatives from Tourism Malaysia cited Thailand

as an example of a country which restored the status quo with enviable speed after

the financial crisis and he claimed that compared to Malaysia, Thailand was in fact

anticipating the crisis a year before it occurred:

A year before the economic slowdown came Thailand was already

selling their rooms on a discount at such travel fairs as ITB and so on.

And I was watching what Malaysia would do. They [Thailand] were

already selling in 1996, offering discount rates on hotels in Thailand,

in ITB, which means that they were alert to the fact that there would
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be an economic slowdown after continuous years of growth. The

economy was heating up, you know what I mean? But we were then

enjoying life! The industry was not prepared. The government was

prepared but the industry was not. (P2)

In fact, as discussed in Chapter 2.2, it is more likely to have been the case that

Thailand was offering discount rates because of oversupply that contributed to the

collapse of the property market and the subsequent fall in the value of the baht.

The participants had little to contribute as regards proactive crisis management or, as

described in Section 5.2.4, suggestions as to future indicators. One participant

commented that he had never thought about being proactive to a future crisis (P3).

The reason for this in the case of some of those interviewed might be that they

appeared to have a rather fatalistic attitude to life and consider any efforts invested in

crisis management a waste of time as crises will keep recurring:

You see, you can't avoid the crisis from happening again. I think it's a

matter of ten years, five years, the cycle will always be there. (PIO)

However, it can be argued that there is all the more reason to be proactive to these

inevitable crises, that it would be money well spent. Most participants felt that crisis

leadership and a plan of some sort would be of great value in the event of another

crisis occurring. However, he doubted whether anything would actually change:

Unfortunately we never had any precautions or measures anyway just

in case something happens. But now we talk about it, next time we'll

know what to do. But I believe maybe the next time we'll come back

to the same thing again and they will do whatever they did before.

(P9)

5.3.2 Public/private sector cooperation

It was observed by one participant that since the crisis the government has been

trying to develop a more holistic approach to tourism which included working with

the private sector, particularly in the area of promotion.

So you see the government is actually now trying to get its act

together. But that itself will take a few years. You know, the whole
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mindset from the airport, the immigration, even the tourist agents, and

of course all the private sector. But now at least there is at least

something like an open forum and a master plan to get the private

sector and the Ministry to work together, to all constantly promote

tourism. (PIO)

For this reason, it was generally felt by participants that the private and public sectors

would have no real problems working together and cooperating over developing a

crisis management plan. Already there is a good relation between the government

and the private sector, as was observed by one of the private sector participants.

Yes, in this country the private sector are given a lot of chance to

voice their grouses or give input to the government. We can tell the

Minister anything we want. This is a very good thing, it started I think

very recently, about two years ago. (PI2)

The MAHO representative observed that the Malaysian hotel owners and operators

already work with the government to increase arrivals, coordinating and supporting

promotional activities and overseas sales missions. The Malaysian Association of

Hotels (MAH) has a large membership and plays a more active role, with MAHO

acting as support (PI I).

It was felt by both private and public sector participants that the private sector would

cooperate with the government in developing some form of proactive crisis

management plan as there would be self-interest, financial or otherwise, to motivate

them:

If it's going to help their business and the bottom line, I'm sure they'll

do it, yeah, why not? (PI I)

There is hope, if the private sector can see that this committee is meant

for their good and not just for the government. (P7)

Another participant also felt that the private sector would be prepared to cooperate

given that many of them had suffered badly during the financial crisis:

I think most of them [the private sector] would have been very grateful

for some sort of plan in place that, even if it meant they contributed to
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the maintenance of that plan which subsequenny when things went

wrong the plan kicks in, I'm sure many of them would have been

pleased because overnight they started losing all their incomes

especially those who had invested heavily in 4- and 5-star hotels

which were practically empty. (PI5)

Whereas normally there is no real desire to cooperate, the crisis had created the

conditions to foster cooperation between tourism stakeholders. An example was

provided by one of the participants from Langkawi:

Normally the hotels would not work together, the tour operators would

not work together because they are in competition. And that was

actually our success with the Langkawi Supersaver where we said

'OK, it's a crisis problem we have on the island, all operators are also

having problems, let us make a control team of about nine operators

together, travel agents, you take these hotels, you take these', we

channelled it through LADA, we did a fantastic job and it was quite a

lot of fun! (PI2)

However, although they felt that most would support a crisis management initiative,

the participants were divided on who should lead it. Representatives from the private

sector felt that the government should play the major role. The Sunway

representative described his idea as:

I think it should be government led. But I think in a way it's like a

think tank, to monitor potential crises. I think the think tank would

have subcommittees, who of course have to work hand in glove with

the government. (PIO)

The most senior MATTA representative agreed that the government should lead any

initiative and explained that this was because although membership of MAITA is

compulsory for all licensed travel agents or tour operators, it is in practice very

difficult for the organisation to oblige its members to do anything that they do not

wish to do. He felt that the same would be true of other private sector organisations

and therefore for any proactive crisis management provision to be effective, it would

require government legislation in order to obtain the full cooperation of the private
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sector. He did make the proviso, however, that although it should be government

led, there has to be "one crisis management manual that everybody contributes to and

works to and adheres to" (P8).

In contrast, the public sector representatives considered that proactive cnsis

management should be initiated and driven by the private sector. The participant

from the NEAC gave his reasons for this.

It shouldn't depend so much on the government because there's not

much the government can do in terms of the business because we let

the private sector manage the economy since 1981. It's not only other

sectors but also the tourism sector. Well the government can from

time to time propose policies and so on but it's up to the private sector

to take up the Malaysian industry. From time to time we take some

steps to increase, to boost the tourism industry in our country, for

example, like visas. (P4)

This view was echoed by another participant who considered that the sector had

reached the point when it should now determine its own direction:

The private sector takes things for granted. Very much of the efforts

of the industry is government led, not industry led. In the infancy

stage, yes I can say I think it was right, but at a time when we talk of

the industry having reached a certain level of maturity, the government

should take a back seat and provide the platform where necessary for

the private sector to go aggressively about selling the country. (P2)

He gave as an example Thailand's recovery by way of the Amazing Thailand

campaign:

Why did their Amazing Thailand campaign become so successful? It

is not because TAT l has got all the money in the world. No, but the

whole effort has been duly supported not only morally but financially

by the private sector and complemented by the aggressi ve approach

adopted by the private sector, including Thai International. (P2)

I Tourism Authority of Thailand
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Another participant echoed the views expressed by P2 with regard to the private

sector taking things for granted. He observed that the private sector are interested

only in their own situation and do not look at the wider picture:

You see, the tourism industry in Malaysia, somehow the only people

who are left with the task of knowing beyond what they have to do for

the day, are left with the government or the authorities. Not so much

with the people in the industry, they don't seem to care very much,

they seem to be only worried about their business. As was very

correctly put by one of my Director Generals before, he said the lack

of intellectuals in the tourism industry, people who try to read and

understand what's going on, go beyond what their daily duty calls,

there are very few. So if a crisis like this happens everybody stands up

and says "let's see what the government does now". That is the

situation here. (P3)

There was only one participant who thought that a joint effort would be best. He said

simply:

We should have more discussion with all those sectors, NGOs, private

sector, public sector, to fix the problem because it affected everybody.

It shouldn't be a government effort alone. It should be a joint effort.

(P6)

5.3.3 A crisis committee and a plan

The general impression to emerge from the interviews was that there was chaos

during the crisis, with both public and private sectors trying desperately to carry out

their duties with no co-ordination, nothing resembling a crisis committee or a plan of

action and no means of monitoring the success or otherwise of any measures taken.

This is very much the situation that might be expected, described in Chapter 1.3.4.

Participants were asked whether there already was any form of crisis committee. all

but one denied knowledge of anything other than the NEAC. However, in one of the

last interviews to take place, the representative from MOCAT astonished the
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researcher when he stated that for some time there had been a crisis management

committee which responded to the haze and other crises which occurred at the same

time as the financial crisis and affected the tourism sector.

Our crisis management committee, this was not as a result of the

MTEN [NEAC] but it came together at the same time. While MTEN

looked at things like the financial crisis, at that particular time also we

looked at the environmental crisis.

So are the people on your crisis management committee, are they

all the people that will be able to contribute at short notice if

something happens?

Of course, yes. For example, the Coxsackie thing - the Ministry of

Health was with us, the Information Ministry was with us, so we could

continue. During the Nipah [Japanese encephalitis] virus, we started

killing the pigs, culling them or killing them - culling them.

Who from tourism is on this committee?

Everybody in the industry. They have MAH, MAITA, MAHO, that

kind of thing, tourist guides basically.

Nobody seems to know that there is a crisis management

committee- the people I've spoken to.

Why should we highlight those things?

No, I'm just observing.

Why should we highlight that? It's an in-house thing. The NEAC is

for if there's a national crisis. (P1)

When encouraged to elaborate on the role of the crisis management committee the

participant explained:

The crisis management committee basically is to tackle issues that

were really issues of the day, it was about floods, for example the

British girl who died last week on Mount Kinabalu, that sort of thing.

How should we tackle that? But basically this crisis management

committee is to build very much PR kind of thing, PR work. Tell the
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truth, that is the philosophy of the crisis management committee. more

so during the haze period. (PI)

And later on in the interview he returned unprompted to the point, quite aggressively

and almost in a spirit of defiance:

I'm surprised you asked me the question just now, that nobody knows

of the crisis management committee, why should we highlight it?

No reason at all.

Nobody knows it. Only people who are in it. But then what we do is

as a result, a crisis management thing. I handle policy. (PI)

This is not quite the transparency and good communication between all involved that

is stressed repeatedly in the crisis management literature as desirable in order to

reassure the public and bolster investor confidence. It is difficult to understand why,

if such a committee exists, it is such a well kept secret. No mention of it had been

made by any of the other participants, some of whom held very senior positions in

organisations which were supposedly represented on the committee. The demeanour

of the participant, particularly his defensiveness, suggests that the he was blustering

so as cover up the fact that there was in fact no committee. Further research into this

issue would be most interesting.

One participant from Johor was interested in the composition of a committee, which

he referred to as a council, having already given the matter some thought:

Late last year I saw the Minister, we are talking about having tourism

councils, even state level, national level. OK, like in Johor you have

the Department of Tourism in Johor, and you have a local Minister,

then you have a Director and that's it. So the Minister changes, the

Director changes, you don't know anything. So I've always advocated

that we have a council where we make plans for 10 years and these are

all politicians, they only make plans for 5 years, for their term because

they don't know if they're going to sit down for the next term! So this

council has to be partly government and partly private sector and that's

something that will help. In a similar way I think the government on a

federal level they should act in the same way. (P9)
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It is worth noting that he is the only participant who appears to be thinking about

crisis management in the long term and looking for a way of introducing some

continuity into the planning process. The advantages of crisis management at state

rather than federal level are considered in Section 5.3.4.

There were not many ideas as to the format of a crisis management plan. One

participant suggested that the fast and effective dissemination of information and

public relations were both very important, so that people know what is being done

and he stressed that it is often rumour and false information that spread fast and may

cause panic (P7), supporting the literature (McKercher and Young 1999; Seymour

and Moore 2000). This contrasts with the MOCAT representative's view that

nobody should even know that there was a crisis management committee. His

account of the crisis committee in the context of the haze is a good example of the

absence of cooperation between Ministries commented on by Huque and Lee (2000).

In relation to the haze, we have Environment, we have Information,

we have Tourism Malaysia, we have the Ministry of Health, we have

Home Affairs, we have Foreign Affairs, of course, Malaysia Airlines,

then there's the... Agriculture Ministry? Agriculture, no, nothing

to do with the haze, nothing to do with tourism. Haze would affect

their product activity, yes. For food, yes, but let them tackle

themselves. Because we are, agriculture or rather food was not our

attraction. If it is their attraction they should be calling us, rather than

we call them. (P1)

Participants were asked to suggest strategies for proactive crisis management which

might be incorporated into a plan and used in response to indicators warning of

approaching trouble. One of the private sector participants suggested that long term

investments might be postponed should an approaching crisis be detected, as they

need a long gestation period. Surprisingly, he also questioned whether the

government should perhaps control private sector development to a greater extent,

through the regulation of land released for building, as is done in Singapore.
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Maybe the government should actually control private sector

development. There is also two schools of thought. Some say the

government should not actually interfere with the entrepreneurs and

the private sector. In Singapore it's a bit different. In Singapore they

have a body that regulates the release of land. So when they see that

things are overheated they stop releasing land. (PI0)

Another participant suggested that there should be an organisation established to

monitor the situation in the markets worldwide.

There is a hoteliers' association and all that, but whether they've

veered from the normal roles of maintaining the association to actually

maintaining the markets of that association, I don't know whether

they've gone that far, but perhaps that is the way to go. So that then

there'll be a unit which they'll all fund which can be looking at these

things in advance and preparing for them, so that in a time of crisis

this unit can be coming out with advice and strategies which

everybody can follow to survive. I don't think they have gone that far.

Tourism tends to be so fragmented that it's difficult actually for them

to get up, it might be easier to look at hoteliers separate from tour

operators or something like that, but put them altogether itself is

another problem. (P15)

5.3.4 Implementation

There was considerable difference in the views of the participants from the public

sector and those from the private sector. The former were of the opinion that the

government already does enough for tourism and that this would be a suitable

instance where the private sector could playa significant role as they would be major

beneficiaries.

They expect the government to do that. That's why I said, in 1999 we

had the additional funds for promotion, 150 million, because the

private sector couldn't come up with it. Then in our crisis management

we discuss: 'Let's promote together. Last time you promoted
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yourself, we promoted the country. Now, after the crisis we promote

together'. So they say 'No'. I don't say a total 'No' but mostly they

are very independent. During crisis management we now come

together, save money, save costs, we bring together our focus. (PI)

In contrast, the private sector felt that as a result of the intense pressures of the last

four years their profit margins were so low that they could ill afford to contribute to a

scheme that might never be needed and this was recognised by the MaCAT

representative:

Some will, some will not, mostly will not because they were affected

by the crisis for themselves. (PI)

With tourism being so important to Malaysia and as it would be a national initiative

they saw funding as the responsibility of the government. However, it was suggested

by the representative from MAHO that if the private sector could gain any advantage

by contributing to the funding of a crisis management plan they would be more

amenable:

I think it depends on how they are going to benefit out of it. Of

course, if it is going to help them, of course at the end of the day if

they are going to benefit somehow I'm sure they will be willing to do

so, yes. (Pll)

An interesting suggestion from one participant was that an independent funding

scheme might be a compromise and that the private sector might be prepared to

contribute to such a scheme.

So I'm sure, yes, the private sector definitely could playa role, in fact

to actually help to put something in place even if at the level of just

contributing to what, some sort of funding scheme that runs certain

assistance. (P15)

However, the supplying of confidential statistics, such as occupancy rates or

bookings, for use as indicators to warn of a looming crisis was more contentious.

The MOCAT and Tourism Malaysia representatives felt that the private sector should

be prepared to supply the data which could be used for monitoring the situation and
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warn of trouble approaching. They considered that there would be no problem as the

private sector is already required to supply figures to the government; similarly the

senior representative from MAITA thought there would be no problem. Those

closer to the practitioners, however, were more sceptical and expressed some doubt

as to how likely the private sector would be to participate and contribute such

information.

I understand that the private sector has to submit regularly

figures about hotel occupancy and so on. Do you think the private

sector would cooperate in this?

It always depends - especially in Malaysia it's so difficult.

Why is that?

It's just - we are not a society that seem to - but I'm sure in times to

come things are getting more transparent. It's still not as readily

available.

Do you like to keep your .....

Trade secrets, yes. General occupancy and all these, yes. (P10)

The explanation given for this reluctance was that the private sector seldom sees the

wider picture but instead focuses on the immediate environment and operation:

I find that a lot of private sector people in this country tend to be very

focussed on their own small niche and forget about the totality of the

situation. The input that we get I am sorry to say is often very limited,

confined to his small niche and often can be quite selfish. And some

are not even willing to divulge information for fear that the

information that they provide may be quite sensitive in the sense that it

may be leaked to others. . . . They were worried, they were very

guarded, they don't want their opponents to know that they are doing

much better or they are doing worse than the others. (P7)

While agreeing that data of some sort would be useful, the private sector participants

were unhappy about submitting any additional information to the government and

said that they would either provide false information or refuse altogether.
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They can all give figures but how realistic or how crude the figures are

is a very big question mark. Even hoteliers for that matter, if they

exchange their occupancy rate nobody knows, don't want to really

exchange true information among themselves, let alone rivals - I

wouldn't want to give a total company breakdown. Sometimes the

government departments do come and ask 'give us the name of the

company, who is sending what' and I say 'what the hell do you want

to know all this for, it's none of your business?'! (P9)

One MATTA representative observed that MATTA would like to fund research in

this area but do not have the financial means and the government feels that the

statistics they have are good enough for their purpose. Without the government

making the submission of such information obligatory, the organisation feels it is not

within their power to obtain it from members (P8). A suggestion that an independent

third party should be involved in collecting and handling the data was felt to be an

acceptable option, supporting the view of PI5 regarding an independent scheme

referred to above.

The interviews in Langkawi and in Johor Bahru focused on the level at which any

crisis management provision might be implemented. While those interviewed

perceive themselves to be very small cogs in the large national wheel, they were

unanimous when asked whether regional crisis management provision was desirable.

One participant considered crisis management at a state level to be the only realistic

option; at a national level he had grave doubts about its feasibility (PI5). Referring

to the NEAC, one participant observed:

I feel that we should have a special team, even Langkawi. (P6)

They also agreed that one major benefit was that the response could be tailored to the

requirements of the state:

The tourism officials at the state level would be closer and the

government at the state level and for that matter they can influence

policies which can be directed specifically at saving the industry in

times of crisis. (PI5)
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There was also general agreement among all the participants that crisis management

at state level would allow a much faster response to a crisis. One observed:

I think the states are in a position to act faster because every state has a

councillor representing the various sectors of the Ministry and so it's

like a Minister of Tourism at the state level and they tend to be much,

much closer to the practitioners than the Minister is. So I think

perhaps they are in a position to make a much faster decision which

doesn't encroach on federal issues. (PIS)

However, he pointed out that state action is limited to issues that are not federal

matters and these tend to be the most effective:

But it often tends to be that the decisions that can make a big

difference tend to be the sort of decisions that has to involve central

government. (P15)

There are already some institutional structures which could assist implementation of

a crisis management initiative. A public sector representative from Johor, for

example, described how there is a state Economic Planning Unit, headed by a senior

civil servant as well as the State Economic Action Council which is a regional

version of the NEAC. The latter, however, is largely nominal:

We have such a council in place but I must say it only exists on paper.

At the acute stage [of the crisis], I was a member of that committee but

we didn't meet frequently. We call it the State Economic Action

Council. In other words anything that is urgent is brought to this

council. It is chaired by our Chief Minister with the State Secretary,

State Financial Officer, the Economic Planning Unit and the relevant

departments. We have no private sector representative in the real

sense that they are there permanently. We call upon them as the need

arises to get their input. (P7)

Alternatively, there are MATTA regional chapters and one participant from MATTA

suggested that there should be a council equivalent to these, each working closely

with the state government and communicating with each other. Citing the
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kidnapping of tourists in Sipadan Island off Sabah by Filippino terrorists as an

example, he considered the advantages of such an arrangement:

The guy sitting in Kuala Lumpur, he would have no clue what's

happening. The local guy should be able to feed, let's say, the national

president, and the national president straight away has to tell the

Minister. There should be a good networking in that respect. And this

can be done by having it all over the country. (P9)

It became evident that there was some reaction at state level to crises in the past. In

response to the differing requirements of each state after the financial crisis, the

government targeted particular states for assistance where needed:

The government has, after the crisis, engaged in a lot of activities for

the tourism in the island of Langkawi, especially when the downturn

was there. There were a lot of problems for the private sector, the

private owners, hoteliers, guides, restaurateurs, a lot of them had to

close down. The state of Kedah, Langkawi Development Agency,

Langkawi Tourist Organisation, Malaysian Association of Tours and

Travel Agents all got together and put through the message to the

government that their responsibilities had to be fulfilled. A different,

very well established new Minister reacted to exchange a lot of

domestic travel initiatives throughout the country, Malaysia Airlines

with LADA initiated this whole thing, set up a very special package

called the Langkawi Supersaver. (P12)

The private sector has also taken action in times of crisis, not only in the Peninsular

states but also in the Borneo states of Sabah and Sarawak, such as the Golden

Holidays initiative mentioned in Section 4.2.4. In Langkawi, when arrivals were

falling because of the haze in 1997 it was decided to do a promotional road show in

order to stimulate regional visitors which they had tended to overlook in favour of

European markets.

We knew that much of the rich pasture was around us. So as a group

with the tour operators, the hoteliers, the restaurateurs, with the
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government departments, with the national tourism promotion board,

we drove about 60 cars from Langkawi all the way to Bangkok,

stopping in every city, we got the mayor there visibly to lead a

promotion of Langkawi and so on. And we went city by city right up

to Bangkok and then back. (P12)

However, a participant from Tourism Malaysia observed that this is unusual in the

Peninsular states as they rely heavily on the government for any such actions.

Contrasting them with the Borneo states which are more independent, he

commented:

They've taken steps even, writing out releases, doing cnsis

management when there is bad publicity, they go out of their way to

fax and email and all that. I see very little of those things done within

the Peninsular. Here 'what have the government done?' is always the

question. So the entire responsibility is on the government. It may not

be fair to blame them altogether but it is still there. (P3)

This is not surprising considering that Sabah and Sarawak are a relatively long way

from Kuala Lumpur and the states are also semi-autonomous.

This chapter has focused on the lessons learnt from the crisis and has examined first

the participants' evaluation of the response of the government and private sector and

then their views as to the potential for proactive crisis management and how this

might be effected. In the next chapter the implications of all the findings outlined in

Chapters 4 and 5 are discussed in the light of the objectives of this research, namely

how successful the response to the crisis was and how a more proactive approach to

crisis management could be developed for the future. The limitations and

delimitations of this research are summarised and suggestions as to further research

are made.
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Chapter 6: In Conclusion

This chapter considers what has been learnt from a review of the crisis management
o

literature and an examination of Malaysia's response to the Asian financial crisis.

The purpose of the research is stated again, together with the two objecti ves and the

research questions. This is followed by an examination of the reaction of the

Malaysian government to the crisis and then a consideration of the potential for

proactive crisis management in a Malaysian context. Next there is a conclusion as to

whether crisis management is a realistic possibility at sectoral level. Finally the

limitations and delimitations of the study are outlined and suggestions are made as to

possible research for the future in this area.

The purpose of this research was to examine crisis management at sectoral level. As

pointed out in Chapter 1.1, this is an area which has been largely neglected by crisis

management researchers and considering the importance of tourism to many

economies, particularly those of developing countries, it is an omission which merits

further attention. The first objective of this research was to examine the Malaysian

government's management of the impacts of the Asian financial crisis. The research

questions to be answered here are firstly, what were the measures employed to

manage the impacts and how effective were they perceived to be, and secondly, what

were the lessons that were learnt from this experience. The second objective was to

explore ways in which the government might prepare for possible crises in the future

and to consider whether there is a potential role here for the private sector. Here the

research questions asked how the government might be proacti ve to future crisis and

to what extent could or should the private sector be involved in this crisis

management.

6.1 MALAYSIA'S RESPONSE TO THE CRISIS

6.1.1 The effectiveness of the action taken

Figures for tourist arrivals and receipts would indicate that on balance the measures

that were introduced as part of Malaysia's response to the crisis have been effective,

although factors such as the disappearance of the haze, the strengthening economy
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and the fact that Malaysians have i . I . .
ve InCreasIng y more disposable Income may have

played some part in the recovery of the tourism sector. The promotion of domestic

tourism made an important contribution as did the increased marketing overseas, to

develop new markets and to expand existing ones with the necessary changes in

immigration regulations. Compared to Indonesia, Malaysia was fortunate in that the

impact of the crisis was largely financial and there was little in the way of social

unrest and political instability. From the point of view of the recovery of the tourism

sector, this meant that marketers did not have to overcome a perception of Malaysia

as an unsafe and politically unstable destination.

The government's response to the crisis was viewed by those interviewed to have

been positive. Only one person had any real criticism of what had been done and this

was still relatively mild. This was rather disappointing to the researcher who had

hoped to obtain a good spectrum of positive and negative feedback but not altogether

unexpected both because the Malaysian government does not tolerate open criticism

and because it is not culturally acceptable to oppose authority. Understandably, the

people who have reached senior positions in the public sector administration or

private sector organisations have not done so through ill-judged outspokenness.

The most radical step taken by the Malaysian government was the introduction of

capital controls. Although flying in the face of the IMP and World Bank

recommendations, the government implemented its own policies with considerable

success. Whether this would have been possible in any other country is debatable.

As discussed in Chapter 2, the Malaysian economy was in some respects quite strong

and there was a high rate of domestic saving. The Prime Minister, Dr Mahathir, had

the confidence and power to defy internationally accepted conventions and follow a

quite different path to recovery, aided by the esteem in which he was held by the

majority of Malaysians who were prepared to do as he said in the belief that he

would solve the country's problems. It is clear from the renewed growth of the

economy that the controls have been a success, although this success has been dulled

a little by the subsequent slowdown in the world economy and the recession in the

United States which had a serious impact on the electronics sector in particular. The
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pegging of the ringgit was the only one of the capital controls to have anv siznificant
• b

effect on tourism and it was welcomed by the sector. Other measures to boost the

economy such as greater financial assistance for those starting up new businesses and

the relaxation of import duty on certain items contributed indirectly to the recovery

of the tourism. The relaxation of restrictions on access to the EPF provided people

with around RM5,OOO (US$1,316) to spend on computers; had they been able to

spend this amount of money on domestic tourism it would have been of enormous

advantage to the sector.

Once the tourism sector had been identified as a major contributor to the economy,

steps were taken to maximise its contribution. The replacement of key personnel in

MOCAT and Tourism Malaysia meant that there could be a fresh appraisal of

Malaysian tourism and the direction it should move in. The fact that several of the

new appointees had some experience of tourism and had worked overseas was

important insofar as it allowed them to evaluate Malaysia's image as a destination

from a global perspective and then focus on improving the service offered especially

to international visitors as well as upgrading products and facilities appropriately.

The efforts to attract international tourists highlighted the importance of the

intraregional markets in post-crisis recovery in the short term, while more time­

consuming promotion in selected long haul markets is developed for the longer term.

The promotion of domestic tourism was also considered to have been very successful

by the majority of those interviewed although some did have reservations. Not only

were hotels and tourist facilities kept open and their employees in work, but it also

meant that Malaysians got to know their own country and people better. This has

gone some way towards fulfilling the government's early hopes that tourism would

foster a better understanding between the ethnic groups of Malaysians and reinforce

national identity.

The issue of media relations is an obvious area requiring improvement. Neither Dr

Mahathir's strong criticism of the currency speculators and international financial

bodies nor his falling out with the international media whom he accused of biased

reporting did Malaysia any favours. Although some of the media coverage of the



various crises at that time in Malaysia was of a very high quality, complaints from

the interviews described all of it as exaggerated, sensational and giving a false and

consequently confusing picture of the actual situation, all of which Milo and Yoder

(1991) warn will happen if the media is not treated with care. The situation was

further aggravated by the detention of Mr Anwar on charges of sodomy and

corruption which added prurience to the coverage. The Mega Fam campaign

offering promotional visits to representatives of the media and travel trade went

some way towards correcting the distortion but it would have been better not to have

had to spend money on something that could have been avoided in the first place.

The domestic media present less of a problem as they are currently controlled by the

government, although this might change under Dr Mahathir's successor. The

internet poses a greater threat and here there appears to be little that any government

can do to counter sustained opposition or negative coverage from activists using the

latest electronic techniques.

6.1.2 The lessons learnt from the crisis

There are number of lessons which have been learnt from the crisis. Malaysia is

perceived to have matured in a number of ways as a result of the experience. The

Malaysians have become more cautious in both business and personal investment

and spending terms. The importance of the speed of the response is now appreciated

as it was generally accepted that the reaction to the financial crisis was much too

slow. This would of course be faster and more effective should there be another

crisis because the response would be formulated in the light of past experience. But

the necessity of looking ahead and being better prepared against future events has

been reinforced and there is now a recognition that it would be of great value to have

a prepared plan of action already in place.

It was not felt that the corporate and financial restructuring which has been effected

since the crisis had gone far enough even though there was some dispute over this.

Measures to improve transparency and to reduce corruption and cronyism were also

felt to have been inadequate. However, these matters are time consuming and

politically sensitive and cannot be achieved in a short period. How effective these



measures have been will be seen in time. In terms of tourism the most important

outcome of the crisis was considered to have been that the sector has been recoznised
b

as having a great deal to contribute to the national economy which it is hoped will

help to generate investment in tourism infrastructure and the development of

products and facilities. At the same time it has been realised that improvements need

to be made in order that Malaysia can compete in a global marketplace and one area

that needs to be addressed here is the collection and dissemination of data, especially

as a component of a proactive crisis management plan.

6.2 PROVISION FOR THE FUTURE

As discussed in Chapter 1, reactive crisis management is relatively straightforward

compared to proactive crisis management. The detection of an approaching crisis

and the introduction of measures to minimise the severity of its impact or to deflect it

altogether, is a much greater challenge but potentially of considerable value.

However, before any other steps are taken, the issue of indicators must be addressed.

6.2.1 Indicators

As emerged from the classification of crises in Chapter 1.2.3, continuous crises with

a relatively long pre-crisis period are the only ones which offer a realistic opportunity

for proactive crisis management, as with careful and consistent monitoring there may

be enough time to detect changes in the indicators which warn of approaching

trouble. As seen in Malaysia in 1997/8, a number of crises may strike at once; many

occur with next to no warning but there may be time to detect the signals if they have

already been identified as such. As discussed in Chapter 1.3.2, traditional indicators

such as tourist arrivals and length of stay may not always be appropriate for use in

the context of crisis management but instead it may be necessary to use completely

different data such as that suggested by the WTO (1999a), or more likely a

combination of both.

A crisis may arise within the tourism sector or it may occur outside it but still have a

significant impact on tourism. The fact that the sector is so disparate and constantly
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changing In response to demand makes cnSIS management In this context very

difficult. Because it is made up of many different entities with links to a variety of

other sectors of the economy, tourism may be affected by a crisis occurring in any

one of these sectors, as was seen in the British foot and mouth outbreak in 2001,

when a crisis in the agricultural sector sparked one in the tourism sector. One of the

difficulties of identifying indicators which may warn of the approach of a crisis in

tourism is that it is impossible to monitor indicators of every possible crisis in all the

sectors of the economy of both the generating markets and the destination. If the

crisis is market driven, the appropriate indicators to monitor will be economic; if

environmental, changes in the levels of air or water impurities might act as

indicators. The monitoring of tourism indicators will only be of use in warning of a

crisis arising within the tourism sector and even then there needs to be a long pre­

crisis period to allow time for evasive action to be taken.

As was seen in Chapter 5, the value of crisis management for the tourism sector was

not disputed by those interviewed but neither was the difficulty of identifying

indicators. The collection of tourism statistics by the government was seen as

inefficient as they were inaccurate and often late. Investor confidence was rejected

as a potential indicator as it was observed that by the time changes in investment

levels are detected the crisis has arrived. The few suggestions made as to possible

indicators that might give sufficient warning of an approaching crisis were not very

practical. A monitoring system for travel trade gossip seems like a good idea but is

unrealistic; once gossip is formalised it ceases to be gossip and loses its value.

Along the lines suggested by the WTO (1999a), the sharing of information by tour

operators appears to have the most potential but is dependent on the private sector

releasing confidential information regarding business operations which is a sensitive

issue. Possibly the most practical suggestion is the monitoring of general regional

issues and trends and the sharing of this information between all the stakeholders in

tourism.

~ .. di b th th d.The Malaysian government currently monitors econormc In icators 0 a orne an

abroad and as emerged from the interviews, MaCAT monitors tourism statistics in
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some detail as well as events in the major markets but only to the extent that they

may affect tourist arrivals. As regards the Asian financial crisis, there were only

really three concrete indications that the crisis was looming: oversupply of business----- ..--- ----
and resici~tial accommodation; the ease with which loans could be obtained at

extremely generous terms; and a very volatile stock market. But as one of the

participants pointed out, these were financial signals and had nothing ostensibly to do

with tourism, which may account for the fact that the tourism sector was taken

completely by surprise by the crisis.

6.2.2 The potential for public/private sector cooperation

It is clear from the interviews that both the private sector and public sector feel that

some sort of crisis management provision would be a good idea but whether there is

enough commitment to develop and fund a plan which may never be needed is open

to question. As tourism players are often small or medium enterprises, it would be

difficult to orchestrate a significant and cohesive response. In addition, because the

tourism sector is so diverse and there is so great a range of products and facilities, in

order to be tailored so as to be of benefit to all stakeholders, any sectoral crisis

management provision might have to be so general as to be of little value. However,

at the very least there are good relations between the public and private sectors which

is a good foundation on which to build.

,r-J-' ~~ 1 .J C.....: - I

~ /'--~- '"

As regards a crisis management team, there already exists the tounsm subcommittee

of NEAC and possibly the MOCAT crisis committee which no-one appears to know

about. A formal team might be formed from a combination of some or all of these

two as both appear to have representation from a wide range of stakeholders in

tourism, an essential feature stressed in the literature. In Henderson's (1999a) study,

she concludes that there is a need for some pre-planned strategy to assist in the
- ----

management of crises but does not make any suggestions as to the format of such

provision. As over the issue of indicators, there were few suggestions as to what a

crisis management plan might consist of. Again, had the participants been able to

give more time to this question they might have been more forthcoming. It is safe to

say that because members of the private sector would benefit from any crisis
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management provision even if they chose not to contribute to or cooperate in its

development, some government regulation would be necessary in order to constrain

participation by those relevant.

It was suggested that .Rr!yate sector cooperation over the development of a crisis--
management strategy is only likely where it is clear that there will be somethinz to be

b

gained and whether they would be prepared to submit the real figures relating to their

business is very uncertain. Those interviewed felt strongly that they would not like

to disclose this type of information either to the government or to their competitors.

There appears to be most potential in the establishment of an independent third party

who would act as a confidential go-between, interpreting the statistics submitted to

the pri vate sector in the context of those collected by the public sector and making

recommendations based on these figures as to the most appropriate action to be

taken. The question then arises as to how such an organisation would be funded.
~-~- ~ -----

While a government may accept that it should initiate such a scheme, neither the

public nor the private sector appear to feel that responsibility for its funding lies with

them, especially when the tourism sector is relatively healthy resulting in a false

sense of security.

6.2.3 The level of implementation

There can be no doubt that, especially in the case of the tourism sector where the

different subsectors are so closely interrelated, a single sectoral policy would

facilitate the monitoring of tourism demand and world events, as well as the response

should a crisis occur. However, as was seen in Malaysia, the impact of a crisis on

tourism may not be consistent throughout the country affected. This was seen in the

Asian financial crisis, when the southern state of Johor as a cheap destination for

Singaporeans suffered less from the crisis than did Kuala Lumpur and the Klang

valley which is much more dependent on business tourism, while the northern island

of Langkawi that caters for the international market experienced an increase in

international visitors. This would suggest that a federal crisis management plan may

not be the best option but instead a state approach might be more appropriate and

there was considerable support for this voiced during the interviews. It could not
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only be more prompt but also better tailored to suit the immediate requirements

locally. There would appear to be three main considerations here: the speed of the

response; the appropriacy of the measures in terms of the local needs; and

~?~y:nicat~~n~oth between the different states as well as with the

central government, identified in the literature as problem areas.

Whilst crisis management at state level initially appears to be a real option, it is hard

to envisage how this could be implemented. As observed by one participant, there is-------~~nfrastructure in the country which might be used to implement policy.---....... --
Structures which would facilitate implementation at this level already exist in the

form of State Economic Development Councils or State Economic Action Councils

which may not be currently used to their full potential. There could be some

integration or association of such bodies with the regional chapters of organisations

such as MATTA and MAH. However, it must be stressed that additional funding

would be required for any such initiative as was pointed out in Chapter 4.2.5. The

most successful strategies for Malaysia after the financial crisis included the
--~ ----- -----
international marketing promotions and the measures taken both to boost domestic
~- ----
tourism and to facilitate travel from new markets, which required substantial funding,---and government action in terms of the collection of statistics or legislation; none.- - --
could have been effected by anyone state. However, the proximity of the state

public sector to the private sector tourism players does suggest that some

involvement at a state level would be advantageous. It might be that the direction of

the crisis management should be at a national level but its interpretation and

feedback should be regional so as to be tailored to suit local requirements. -----...J

6.2.4 Regional considerations

Because of crisis contagion, no single country in a particular region can be isolated

from its neighbours, a fact that was clearly illustrated by the fall in tourism to

Southeast Asia following the Bali bombing in October 2002. Growth triangles, even

though offering a means of cooperation between adjoining countries, also mean that

trouble in one country may spread even more quickly to another, especially if border

regulations have been relaxed as has been seen in the European Union where there
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are now problems with evasion of customs and excise payments and the movement

of undesirable characters is very difficult to control. McKercher and Young (1999)

advocate collaboration between governments as a component of proactive crisis

management and it is perhaps here that ASEAN could take a lead in developing

some kind of crisis management provision. Already, as recommended by loannides

and Apostolopoulos (1999), there have been concerted efforts made to market the

region as a single destination with a strong image. To this end a new website and

logo have been designed and a private sector initiative combining hotel

accommodation with flights within ASEAN has been made available to international

visitors. The danger here is that if one of the partner countries suffers a crisis. the

impact will affect all the others, as has been seen in South Africa, Namibia and

Botswana since the troubles began in Zimbabwe (Thondlana 2000).

The summit of ASEAN leaders in Bangkok in April 2003 to be briefed by

representatives from China and Hong Kong as to preventative action against the

SARS virus demonstrates that it is possible to orchestrate a regional response to the

threat of a particular crisis (The Guardian, 29 April 2003). Obviously there is a need

for a more general crisis management programme to be developed in anticipation of

future crises well before they appear. In ASEAN there are already committees

established that deal with issues such as marketing and communication in general or

the haze in particular which would facilitate the establishment of a generic team and

a plan. However, it is not certain whether there would be cooperation at such a high

level when there was no disaster imminent. In the case of SARS the potential

damage to national tourism sectors was frighteningly obvious.

6.3 REDEFINING CRISES

The difficulty of identifying indicators and, in the context of tourism, the cost of

monitoring indicators in many sectors of the economy of all the key markets of a

destination is daunting. To resolve this it may be necessary to reconsider the crisis

itself. The impact of the crisis depends not only on the size and importance of the

crisis itself but also on the conditions in which it occurs. It might be suggested that
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those who have been classifying crises according to their being man-made or natural.

discrete or continuous, are perhaps missing an important point. From the point of

view of crisis management, surely it is not the typology of the crisis itself that is

important but the context in which the crisis occurs. At whatever level in question. if

the sector is robust, if the organisation is running well, if systems are in place and

working properly, if manpower is optimum, then a crisis is unlikely to occur or if it

does, its impact and repercussions will be minimised. In contrast, if the situation is

already bad, if the sector is unhealthy, if the organisation is poorly managed. if

systems are out of date or badly maintained, if employees are dissatisfied, lazy.

inadequately trained or supervised, then the chances that a crisis will occur are

increased and should this happen, its effect may be devastating.

Pauchant and Mitroff (1992) suggest that it is inappropriate to talk of an event

causing a crisis, but instead, it may trigger the crisis. A trigger is whatever sets off

the crisis - it is the match that lights the fuse that sets off the explosion. The trigger

may be an event or happening within a given sector (or organisation) or it may come

from outside it. So in the case of the 2001 foot and mouth outbreak in the UK, the

contamination of the animal feed by imported infected meat was the trigger which

started the foot and mouth crisis in the agricultural sector and this in tum was the

trigger which led to the crisis in the UK tourism sector the same year. Similarly, in

the terrorist attacks on the US in September 2001 the hijacking and crashing of the

aircraft by Al Qaeda members were the triggers of the crisis in the US airline sector.

Although usually classified as a natural crisis, a serious forest fire is not in itself a

crisis but a trigger of either an environmental crisis or a crisis for tourism in that

particular area.

Thus the representation of the stages of a crisis shown in Figure 1.1 can be modified

to incorporate the trigger, as illustrated in Figure 6.1.
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Figure 6.1: The stages of a crisis taking into account the trigger
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To date, very little attention has been paid to the triggers of crises which may be a

mistake. If the sector is unstable, an event outside may trigger a crisis, so it follows

that it is important to maintain the sector in as healthy a state as possible. It may also

be suggested that there are indicators of both the crisis and the vulnerability of the

sector in which it occurs. Thus before the crisis of 11 September 200 1 there were

signs of an increasingly volatile situation, such as worsening relations between the

USA and some Middle Eastern countries, increased numbers of disaffected young

Muslims, and other terrorist incidents. There were also indications that all was not

well in the US airline industry and that it was overstaffed with too many routes and

too much capacity and consequently it was in a vulnerable state.

It therefore makes sense to reclassify crises according to their trigger. If the trigger

comes from within the sector, the crisis might be termed an endocrisis and it will

probably be a continuous crisis building up slowly. It should therefore be possible to

identify and monitor appropriate indicators so as to highlight any changes in the state

of the sector and warn of a crisis looming. An example of an endocrisis in the

tourism sector might be one brought about by the change in consumer demand for a

particular destination, or the result of the collapse of an airline. In contrast, if the
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crisis is triggered by an event outside the sector, it might be called an exocrisis. It

will be unexpected with little or no warning and therefore classed as discrete.

Indicators in this case will only warn of instability within the sector, so all that can be

done by way of proactive crisis management is to maintain the sector in as robust a

state as possible. An example of an exocrisis in the tourism sector would be the

crisis in UK tourism brought about by the 2001 foot and mouth outbreak. It follows

therefore that a single event can bring about an endocrisis and an exocrisis: the

flotation of the Thai baht and its subsequent collapse in July 1997 triggered an

endocrisis in Thailand's financial sector and an exocrisis in the tourism sector.

The potential for proactive crisis management depends on whether the crisis builds

up relatively slowly giving time for intervention or whether it is entirely unexpected.

If therefore an endocrisis is equivalent to a continuous crisis and an exocrisis

equivalent to a discrete crisis, indicators will only be of use in the former, as a tool

for measuring the vulnerability of a sector to crisis. The change in a particular

indicator may herald the approach of a crisis because it highlights the increased level

of vulnerability of the sector and therefore the increased risk of a crisis occuning.

The monitoring of indicators such as tourist departures from major markets and

consumer attitudes within them, as well as tourist anivals and satisfaction levels in

the destination, together with data supplied by the travel trade, such as booking

figures, can warn of an impending endocrisis and it may also serve to alert key

tourism sector players to the fact that the sector may be facing problems and would

not be able to withstand a serious threat arising outside the sector.

As the range of potential indicators for any number of possible crises which might

arise in an economy is so large, any attempt to monitor them all is an inefficient use

of time and resources. In practice this means that where resources may be

constrained, the monitoring of indicators other than tourism indicators by the tourism

sector is not an option. Available funding should be spent on monitoring the tourism

statistics, reducing public spending and getting rid of bad practices, such as

corruption and cronyism. As observed by Aziz (1998), countries with the lowest

corruption indices were least affected by the Asian financial crisis and recovered



fastest. As discussed above, a crisis in one sector may act as a trigger of a crisis in

another, so it is important for one sector to receive information as to the state of

another. This would suggest, therefore, that if monitoring of indicators in every

sector of the economy was efficiently and comprehensively carried out, the

information could be shared to the benefit of all. The regular collection of detailed

and up to date statistics is therefore a requirement, as is effective communication

between government departments and a certain amount of transparency as to the

status quo.

6.4 CRISIS MANAGEMENT AT SECTORAL LEVEL

As discussed in Chapter 1.1, the majority of the research into crisis management has

been at an organisational level, mostly in a pharmaceutical or industrial context, and

the extent to which this knowledge can be applied at a national or sector level is

questioned. Tourism differs from most other industries in that it is not easily

delimited and many of the components of the tourism sector, such as transportation,

may also play an important part in other contexts. Aspects of crisis management

were examined in Chapter 1 and issues to have emerged from the literature were

discussed. Wherever possible these were viewed in the light of recent crises or

national policy so as to give them a contemporary and macro level context rather

than a theoretical and micro level one. It would seem that many aspects of crisis

management which were formulated at organisational level appear still to be valid at

sectoral level, particularly if the tourism sector is viewed as an organisation, with the

government equivalent to the management and state tourism sectors as regional

branches.

In addition, as discussed in Chapter 1.2.3, crises differ enormously from one another

and again it can be questioned whether the management of each crisis needs to be a

different or whether the strategies employed to deal with one crisis may equally well

be used for any other. From the analysis of the crisis management literature, it may

be suggested that for reactive crisis management the strategies of media handling.

information distribution and the restoration of public confidence can be generally



applied after any crisis although they will be affected by the severity of the crisis, the

extent of the damage caused and, in the case of tourism, the existing level of tourism

development. However, as one interview participant pointed out, it should be noted

that although the measures taken were appropriate in the case of the Asian financial

crisis, they would not be effective in response to a crisis threatening another sector.

In contrast, proactive crisis management is only an option in the case of crises with a

long pre-crisis period which offer a chance to monitor indicators and, should a crisis

appear to be looming, to take evasive action before the crisis becomes a reality.

As no two countries are exactly the same, it is reasonable to question whether the

lessons learnt from the response of one country to a given crisis can be of any value

to the government of another. It would appear that while the principles of crisis

management are transferable from one country to another, the similarity of response

of countries will be limited by issues such as firstly, the suitability of institutional

structures by means of which any crisis management provision may be implemented

and secondly, the availability of funding. This latter may be of considerable

importance in the case of developing countries where there may be competing

demands for any funds and it is these countries which ironically have the greatest

need for crisis management as their tourism sectors may be of considerable

importance, albeit very fragile.

It can be concluded from this study that crisis management at sectoral level is

certainly desirable but whether or not it is achievable is still open to debate. There is

little doubt that because the return on investment in tourism is faster than in other

sectors, the tourism sector should be accorded special consideration in terms of crisis

management and as Sharpley and Craven (2001) illustrate in their analysis of the

response to the British foot and mouth outbreak, the tourism sector may be of much

greater real value to an economy than the perceived value of other sectors. It is

surely therefore important that resources are focused on managing the successful

recovery of a specific sector rather than being less effective through being spread

thinly throughout the economy as a whole. But whilst crisis management at sectoral

level may be feasible in the more homogenous and discrete sectors of an economy, a



factor to emerge from this research is the difficulty of formulating crisis management

provision for the tourism sector because it is so fragmented and so diverse.

As regards the manner in which a crisis may be managed so as to be of greatest

benefit to the tourism sector, the experience of Malaysia has shown reactive

strategies to be effective. Initially the stabilisation of the economy was the primary

objective of the government and once this had been achieved, international and

domestic marketing of tourism together with the easing of financial constraints on

the private sector and facilitation of international tourism movement were all major

contributors to the recovery of the tourism sector. However, it is more difficult to

draw conclusions about the potential for pre-crisis management in general and

public/private sector cooperation in particular; competition in the industry is intense

and there is considerable reluctance in the private sector to spend hard-earned profits

on making provision for a hypothetical crisis that may never materialise. In addition,

the format of a crisis management plan and the most appropriate indicators to be

monitored all remain unresolved and more research is needed in this area. Because

tourism is so vulnerable to such an enormous number of possible crises in so many

different scenarios, the identification of an approaching crisis by monitoring

appropriate indicators in sufficient time to take remedial action becomes so complex

as to be unrealistic. It may be the case that less ambitious and regular monitoring of

tourism trends will keep the industry healthy, diversified and well regulated and

consequently more resilient in periods of adversity.

6.5 CRITIQUE OF THE RESEARCH

6.5.1 Assumptions

It was assumed that the damage done to various sectors of the economy were all the

result of the Asian financial crisis.

6.5.2 Delimitations

The research was delimited in two ways. Firstly, the focus of the interviews was

limited to Malaysia itself. Apart from a brief consideration of the role of ASEAN as
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an organisation, no account was taken of the influence of events in the other

Southeast Asian countries, particularly those with common borders with Malaysia.

Secondly, only the impact of the Asian financial crisis was considered. Data and

literature primarily concerning the other concurrent crises in Malaysia were not

included.

6.5.3 Limitations

Owing to the absence of appropriate data, this research neither considers the

environmental or political dimensions of the Malaysian experience, nor is there a

distinction made between the impacts of the several crises that occurred in Malaysia

in 1997. Because the economic dimension overshadowed these other considerations.

the changes in tourist arrivals have been attributed to the impact of the financial

crisis, which in tum has been considered the focus of the crisis management

measures introduced. In fact, it has been suggested that media coverage of the haze

may have affected tourist arrivals from outside the East Asia Pacific region to a

much greater extent than the financial crisis; further research in this area would be of

considerable interest.

The second limitation concerns the amount of time that the interview participants

were given to think about the issue of indicators and the format of a crisis

management plan and committee. These are difficult issues to address in the stress

of an interview situation and with hindsight it is felt that had the participants been

supplied with the questions in advance and so had more time for reflection they

might have come up with more and better ideas. At the time the researcher decided

against sending the questionnaires before the interview because she felt that she

would obtain more spontaneous and possibly more honest answers to all the

questions if the participants had not seen them first and in addition she would be able

to deal on the spot with any language difficulties or misunderstandings which might

anse.

A third limitation relates to the difficulty of verifying the evidence provided by only

one of the participants regarding the crisis management committee he described as
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existing to deal with crises that might affect tourism. No mention of this committee

had been made prior to the interview, not even by those who would have very likely

been on it or closely connected with it. As this interview was held very shortly

before the researcher left Malaysia, there was no opportunity to return to earlier

participants for clarification. Once back in the UK the tragedy of 11 September 2001

occurred and the terrorist threat became a much more pressing issue for policy

makers; the researcher was thus unable to reach those who might have been able to

help shed light on the situation.

6.5.4 Suggestions for further work

Although there remain a number of unresolved issues, this research offers a

foundation on which to base further study. Possible areas for further research might

include crisis management in the context of different cultures, considering whether

the practice is more appropriate to some cultures than others; the link between

entrepreneurship and crises especially in the context of tourism development, raised

by Faulkner and Russell (2001); as suggested above, an analysis of the extent of the

impact on tourist arrivals of the various crises in Malaysia in 1997; and a more in­

depth examination of the effect of the crisis on the different states, the response to

the crisis at state level and the exploration of the potential here for crisis

management.
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APPENDICES

Appendix 2.1: The members of the National Economic Action Council

1. Prime Minister & Minister of Finance
il
)1

2. Deputy Prime Minister & Minister of Home Affairs

3. Executive Director NEAC
,

4. Minister of Transport

5. Minister of Works

6. Minister of Primary Industry

7. Minister of International Trade and Industry

8. Minister of Education

9. Minister of Agriculture

10. Minister of Entrepreneur Development

11. Minister of Domestic Trade and Consumer Affairs

12. Minister of Land and Co-operative Development

13. Chief Secretary to the Government
,
,

14. Chief Secretary to the Treasury
I

15. Governor, Bank Negara Malaysia

16. President, National Chamber of Commerce and Industries Malaysia

17. Managing Director, Flour Mills

18. Representative of the Association of Small and Medium Scale Industries

19. Chairman, Association of Banks in Malaysia ,

20. President, Federation of Malaysian Manufacturers

21. Chairman, Association of Finance Companies Malaysia

22. Chairman, Association of Brokerage Firms in Malaysia

23. President, Malaysia Trade Union Congress .-.- .-

24. President, Federation of Consumers Association Malaysia --_.... .-. -_.._.. .-"

25.
President, Congress of Union of Employees in the Public Administration & Civil

Service

26.
Chairman and Chief Executive, Institute of Strategic and International Studies

27. Director-General, Economic Planning Unit -

28. Adviser to the Prime Minister

Source: NEAC website (http://wwlv.lleac.gm·.my)
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Appendix 3.1: List of participants and interview coding

-_._-_._---+-_ .....

POSITION AND ORGANISATION

Deputy Secretary General (Tourism)
Ministry of Culture, Arts and Tourism

Director General
Tourism Malaysia

Director, International Marketing I
Tourism Malaysia

Principal Assistant Director, National Economic Action Council Secretariat
Economic Planning Unit, Prime Minister's Department

Director, Planning & Research Division
Malaysian Industrial Development Authority

General Manager
Langkawi Development Authority (Ministry of Finance)

Chairman, Tourism & Environment Committee
Johor State Executive Council

President
Malaysian Association of Tour & Travel Agents

Chairman
Malaysian Association of Tour &Travel Agents - Johor Chapter

Executive Director
Sunway City Berhad

..........................................................................................................................................

Executive Director
Malaysian Association of Hotel Owners
............................................................................................................................................................................. - .

Chairman
Malaysian Association of Tour &Travel Agents - Langkawi Chapter

Treasurer, Malaysian Tourist Guides Committee
Secretary, Langkawi Tourist Guides Association

.........................................................................................................................................

Senior Analyst, Bureau of International Economic Studies
Institute of Strategic and International Studies

Lecturer, School of Business & Information ~echnology
Monash University Sunway Campus Malaysia

Chief Technical Advisor
Perlis State Park Project

A: ii

INTERVIEW

CODING
------- .._..._..-

P1
,

• P2

. _...__ ....

P3

•

P4

P5

P6

P7

P8

P9

P10

P11

P12

P13

P14

P15

P16



Appendix 3.2 - The two questionnaire prototypes

A. QUESTIONNAIRE FOR A MALAYSIAN GOVERNMENT REPRESENTATIVE

Background Information

1. What is your position in the organisation?

2. How long have you been in the position?

3. What are your main responsibilities?

General

4. A lot has been written about the crisis but what in your opinion were the key

events which triggered it and what do you consider have been the most important

steps taken to overcome it?

5. Do you consider that the crisis is now past and the economy is on an upswing?

6. Does the Malaysian government have a general crisis management policy and/or

one for tourism? If so, can you tell me something about it?

7. How has the crisis affected tourism differently to other sectors of the economy?

8. Were certain sectors within the tourism industry more vulnerable to the impacts of

the crisis than others?

Crisis Management Strategies

9. Has the government introduced any strategies in addition to x, y and z in order to contain

the crisis and protect the tourism industry?

10. Were there any other strategies that could have been introduced but were not? If

yes, why were they not introduced?

11. Has the effectiveness of all the strategies been monitored and if so, how?

12. Will any of the temporary policies that were adopted be retained?

13. What financial assistance, if any, did the government offer to the private sector

during the crisis?

14. If you had seen the crisis approaching, what would you have done differently or earlier?

Indicators

15. Does the Malaysian government currently use any indicators to warn of impending

crisis in Malaysia or in Southeast Asia, and if so which?

16. Does MOCAT monitor any indicators of possible crisis in the major generating

countries, such as Germany? If yes, what is done with the information?

17. Do you think the private sector would co-operate in supplying statistics that could be used

as indicators?

A: iii



Private Sector Involvement

18. Do you think that the private sector recognises a need for and wishes to be involved in

sectoral crisis management?

19. How, if at all, do you consider that the private sector could be involved in crisis

management in future?

Exchange Rate Controls

20. For how much longer will the ringgit be pegged to the US dollar?

21. To what extent have exchange controls had an effect on the tourism sector?

22. How do you think the situation would have developed had exchange rate controls

not been introduced?

Domestic Tourism

23. Have any strategies other than x, y and z been used to encourage domestic tourism?

24. How has the success or failure of the strategies been monitored and by whom?

25. To what extent have exchange controls increased domestic tourism?

26. What do you think would have resulted had domestic tourism not been so actively

encouraged by the government?

The Issue of Confidence

27. To what extent has confidence in the tourism industry been affected by this crisis?

28. Are there any statistics which can be used to measure confidence, such as foreign

(or national) investment or unemployment in the sector?

29. What do you consider to be the government's role in restoring confidence in the

tourism industry? How can this be effected?

30. Do you see the private sector as having a role in rebuilding this confidence? How

can this be effected?

31. Do you see a possibility of other ASEAN (or elsewhere) countries being involved in

measures to build confidence?

32. What has been the role of ASEAN's Sub Committee on Tourism during this period?

Marketing and Promotion

33. Do you feel that the situation in Malaysia during the crisis has been communicated

fully and clearly to potential visitors from overseas and to domestic tourists?

34. Have people working within the tourism sector in Malaysia been kept fully

informed of the developing situation?

35. Have you any comment to make about how the press represented the situation?
. . . ?

36. Are there any ways that the press and/or internet could be better used In a future cnsis.

37. What marketing strategies have been used to revive the tourism sector image and

how effective have they been?
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38. Have any regional marketing activities been initiated since the crisis and to what

extent has the Malaysian tourism industry benefited from them?

39. To what extent has ASEAN played a part in any marketing initiatives?

The Future

40. What would you say are the most valuable lessons arising from the crisis that the

government has learnt since 1997?

41. What measures have you taken to be proactive to indicators of a future crisis?

42. To what extent do the measures require joint action between the private and

public sectors?

43. What good has come out of the crisis for the Malaysian tourism industry?

44. Given the nature of tourism, does it require special consideration by the government in

the event of a crisis?

45. Have lessons been learnt from other sectors that can be applied to crisis management in

a tourism context?

B. QUESTIONNAIRE FOR A PRIVATE SECTOR REPRESENTATIVE

Background Information

1. Can you tell me a little about your business/organisation?

2. What is your position in the organisation?

3. How long have you been in the position?

4. What are your main responsibilities?

General

5. What in your opinion were the key events which triggered it and what do you

consider have been the most important steps taken?

6. Do you consider that the crisis has now passed and the economy is on an upswing?

7. How has your business/organisation been affected by the crisis?

8. Were you taken completely by surprise by the crisis or did you detect any signs of

its approach and if so what were they?

9. Does your business/organisation have a crisis management policy? If so, can you tell

me something about it?

10. Would you say that the crisis has affected your sector of tourism differently to others and

if so how and why?

Crisis Management Strategies
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11. Did your business/organisation use any strategies to cope with the crisis and if so

what were they?

12. Did you measure their effectiveness? If so how, and would you use them again?

13. In the event of a future crisis, are there any other strategies that you might

consider using?

14. Did the strategies have a cost and if so, was it worth it?

15. Had you seen the crisis coming, what would you have done differently or earlier?

16. Did the government offer any assistance, financial or otherwise, to your

business/organisation during the crisis?

Private & Public Sector Involvement

17. What do you feel has been the government's role since 1997 in terms of crisis

management both generally and specifically in a tourism context?

18. In your opinion and for your sector of tourism, which of the government's

strategies have been effective and which not?

19. Do you think that there is a need for crisis management for the tourism sector?

20. How, if at all, do you consider that the private sector could be involved in sectoral

crisis management in future?

Indicators

21. What statistics do you or could you use in your business/organisation as

indicators of an impending crisis?

22. With hindsight, do you think that there might have been some statistics that would

have warned you that the situation was changing for the worse?

23. Would your business/organisation co-operate in supplying statistics to a crisis

management group as indicators that could be monitored? If not, why not?

Government Strategies: Exchange Rate and Capital Controls + Domestic Tourism

24. How do you think your business/organisation would have fared had exchange rate

controls not been introduced?

25. Would you recommend the pegging of the ringgit in the event of another crisis?

26. To what extent have capital controls affected your business/organisation?

27. Has the government's active encouragement of domestic tourism made a

difference to your business and if so, have you any statistics to support this?

The Issue of Confidence

28. In your opinion, has confidence in the tourism sector been affected by the crisis

and if so, to what extent?
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29. Can you suggest how confidence in the tourism sector might be measured, for

example, statistics such as investment or unemployment figures?

30. What do you see as the government's role in restoring confidence in the tourism sector?

31. Do you consider that the private sector might have a role in rebUilding this confidence?

Marketing and Promotion

32. Do you feel that the situation in Malaysia since 1997 has been communicated fully

and clearly to potential visitors from overseas and to the domestic market?

33. Did your business/organisation receive full and accurate information about the progress

of the crisis?

34. Have you any comment to make about how the media represented the situation?

35. Was there good communication within your sector of tourism, for example via a sectoral

magazine or website?

36. Are there any ways that the media or the internet could be better used in the event

of a future crisis?

37. Have you used any particular marketing strategies to revive the image of your

business/organisation and how effective have they been?

38. Have any regional marketing activities been initiated since the crisis and to what

extent has your business/organisation benefited from them?

The Future

39. What would you say are the most valuable lessons arising from the crisis that your

business/organisation has learnt since 1997?

40. How would you do things differently in the future if another crisis occurred?

41. What measures has your business/organisation taken to be proactive to a future crisis?

42. Would you like to see joint action between the private and public sectors and if so,

what?

43. What good has come out of the crisis for your business/organisation?

44. Given the nature of tourism, do you think it requires special consideration by the

government in the event of a crisis?

45. Do you think there should be a sectoral crisis management plan for tourism and if

so what form do you think it should take?

46. Are there any strategies introduced as crisis management measures that you'd like to

I, ?
see the government adopt as permanent po ICY·
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