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OVERVIEW

Ahub for
south-eastAsia

T he crowded walkways of the
Bukit Bintang district and its
traffic-logged roads which lie

on one of the busiest intersections
of the Golden Triangle – Kuala
Lumpur’s business and finance hub
– bear all the hallmarks of a typical
leisure and retail centre. While
Malaysian shoppers and tourists
stream out of the Pavilion Mall,
which is the district’s glitzy shop-

ping centre and home to foreign retailers
such as Prada, Gucci, H&M and Gap, workers
from neighbouring office blocks head into
food outlets, from the Hutong Food Court,
which serves up local Malay dishes, to US
fast-food chain McDonald’s.

Bukit Bintang, which is one of Kuala
Lumpur’s main shopping districts, has
the hustle and bustle that is typical of city
centres in most large metropolises. Yet the
large influx of visitors to the district has been
part of the longer term resurgence of Kuala
Lumpur’s rapidly growing retail industry.

While the Pavilion Mall, which is only
just two years old, attracts close to 70,000
visitors a day according to the research firm
Bursa Market Place, the Suria KLCC Mall,
which is located at the entrance of the
Petronas Twin Towers just a brief train ride
away from Bukit Bintang, is a popular haunt

for newly minted Malaysian millionaires and
high-net-worth visitors from neighbouring
countries such as Thailand and Indonesia,
as well as countries further afield such as
the United Arab Emirates and Kuwait in the
Middle East. Situated in the Petronas Twin
Towers, which is the most sought-after resi-
dential and commercial real estate building
in Kuala Lumpur, Suria KLCC has become well
known as a high-end shopping mall, hosting
foreign brands such as Cartier and Versace, as
well as local luxury shops such as BritishIndia.

Retail growth
Although in recent years Malaysia’s robust
GDP growth, which the World Bank estimated
to be 4.7% for 2013, has been largely attributed
to its oil and gas sector, with the country’s elec-
tronics, tourism and financial services indus-
tries also playing an important role, the retail
and wholesale sector has increasingly become
a key contributor to Malaysia’s economy.

Kuala Lumpur been firmly at the heart
of this, as retail sales in the city grew by 6%
in 2012 according to the commercial property
and real estate services advisor CBRE.
Moreover, data from greenfield investment
monitor fDi Markets shows that this sector
has increasingly attracted foreign investors
who, in response to low consumer confidence
in Europe and North America, are becoming

The Malaysian capiTal of
Kuala luMpur is a popular
desTinaTion for TourisTs,
and is rising in proMinence
as a finance and business
hub for The souTh-easT
asia region. BArBArA NjAu
charTs The ciTy’s progress

Kuala lumpur provides investors
withahigh standardof living

www.fdiintelligence.com october/november 2014



3

more and more attracted to dynamic and
growing centres such as Kuala Lumpur.
Indeed, in 2013 greenfield FDI into Malaysia’s
consumer products sector grew by 77%.

While the impressive growth in Malaysia’s
retail sector can be partly attributed to rising
incomes among the country’s growing middle
and upper classes, a look around at the multi-
tude of shoppers in Kuala Lumpur’s malls
reveals external revenues from tourists is also
a key source of growth. Being home to just 1.6
million people, Kuala Lumpur has historically
relied on external trade and foreign demand
for its products. Although boosting the whole-
sale and retail industries has featured promi-
nently as part of the national government’s
Economic Transformation Programme (ETP),
the emergence of Kuala Lumpur as an interna-
tional retail hub has been partly down to the
government’s efforts to leverage the city’s his-
toric appeal as a centre of trade, positioned at
the crossroads of south-east Asia.

Theheart ofMalaysia
Located in the west of the Malaysian penin-
sula, Kuala Lumpur has historically been a
hub of migration and trade in south-east Asia.
Literally meaning ‘muddy river confluence’ in
Malay, Kuala Lumpur was founded in 1857 at
the meeting of the Gombak and Klang rivers,
and it begun as a small tin-mining town which
exported its produce to neighbouring regions.
Heavily reliant on its external trade ties, Kuala

Lumpur attracted migrants seeking work and
it evolved to become a melting pot of cultures.

A large migrant labour force plays an indis-
pensable role in driving the city’s economy,
and while Kuala Lumpur is host to 1.6 million
permanent residents, the city’s total popula-
tion swells to more than 2.5 million people
during the day as workers predominantly
from Greater Kuala Lumpur and the surround-
ing Klang Valley commute to the city for
work. Kuala Lumpur is made up of 40%
ethnic Malays, 40% Chinese Malays, 10%
Indian Malays and the rest are a mix of
other ethnicities according to travel guide
producer Insight Guides.

Although Kuala Lumpur historically
experienced relative prosperity initially
under UK colonial rule and in the aftermath
of the departure of the British in 1957, after
Singapore separated from Malaysia in 1965,
Kuala Lumpur struggled for decades to com-
pete with the city-state as a destination of
choice for foreign businesses. Being smaller
and having a more integrated infrastructure
than Kuala Lumpur, Singapore grew more
rapidly to become south-east Asia’s leading
business and financial services centre for
foreign multinational enterprises.

Low-cost destination
Yet as the costs of living and employing local
talent has rapidly increased in Singapore in
recent years, Kuala Lumpur has worked to

october/november 2014 www.fdiintelligence.com
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market itself as an alternative and lower
cost destination for global businesses. While
Singapore was ranked as the least competitive
destination in south-east Asia by professional
services firm Deloitte, when it comes to the
cost of commercial office space, Malaysia
was ranked as one of the most competitive.
Moreover, while financial services consultancy
Mercer ranked Singapore as among themost
expensive cities for businesses in Asia, with
prime office space estimated to cost an aver-
age of $1130 per square metre, the prime
office space cost in Kuala Lumpur was
$505 per square metre.

As a result, Kuala Lumpur has experienced a
significant resurgence in interest from foreign
firms in recent years, leading it to be ranked
among the top 10 emerging global cities accord-
ing to professional services firmAT Kearney.

“Kuala Lumpur ranked at number 10 on our
emerging cities outlook, whichwas because in
the past five years the [Malaysian] government
heavily invested inmaking Kuala Lumpurmuch
more liveable, and it built better infrastructure
to support its growth,” says Ooi Joon Leong, a
partner at AT Kearney. “Kuala Lumpur has its
attractions, and being based here gives you a
lotmore value relative to Singapore.”

Kuala Lumpur’s relatively low costs when
it comes to rent have attracted talent from
around south-east Asia, seeking employment
in the city. While the cost of living deters
many young workers from seeking employ-
ment in Singapore, Kuala Lumpur has become
home to a rapidly growing population of
highly qualified graduates.

“The cost of living [in Kuala Lumpur] is
one-third of what one finds in Singapore and

the Malaysian government spends RM40bn
[$12.3bn] a year on subsidies, whichmakes
life comfortable,” says JohnMeinhold, a senior
partner at AT Kearney. In addition, the govern-
ment’s continued investment into expanding
Kuala Lumpur’s international airport has
made it a well-connected trading hub with the
rest of the region, making it significantly cost
effective for firms established in the city to do
business in neighbouring countries.

Being amaximum of five hours away from
all 10 Association of South-east Asian Nations
(Asean) members, Kuala Lumpur has become
a highly attractive headquarter location for
international enterprises seeking a cheap yet
well-connected location fromwhich to access
market opportunities in the Asean region,
according to SyWong, the managing director
of gas supplier Linde Malaysia.
“Geographically speaking, Malaysia is now
very much in the epicentre of the Asean
region,” says MrWong. “It is notable that one
can reach all 10 Asean countries [within] five
hours. Moreover the government has placed
several incentives to make Kuala Lumpur
internationally competitive, so this city is
very well placed to rise in the coming years.”

Economic transformation
Another significant factor behind the rise
of Kuala Lumpur has been the central govern-
ment’s efforts to improve the city’s operating
environment through launching a targeted
transformation programme. Launched in
2010 as part of Malaysia’s National
Transformation Programme, with a view to
shifting Malaysia from a ‘middle-income’ to
a ‘developed’ country by 2020, the ETP has
implemented a host of initiatives to reduce
constraints that businesses face when doing
business in Kuala Lumpur and Malaysia.

Created to ensure that Malaysia’s economic
growth is based on a sustainable and competi-
tive economicmodel, the ETP incorporates two
crucial elements. The first are the 12 national
key economic areas (NKEAs) in which growth
will be encouraged. These NKEAs include the
sectors of oil, gas and energy; financial ser-
vices; wholesale and retail; palm oil and rub-
ber; tourism; electrical and electronics; busi-
ness services; communications content and
infrastructure; education; agriculture; health-
care; as well as the geographic areas of Greater
Kuala Lumpur and Klang Valley. The second are
the six strategic reform initiatives, which com-
prise policies formulated to promote a compet-
itive business environment.

As part of its goals to enhance Greater
Kuala Lumpur’s economic growth by attract-
ing 100 of the world’s leading firms – in the
process creating 320,000 jobs – by 2020, the
Malaysian government has worked to estab-
lish a greener andmore liveable city replete
with iconic attractions and architecture to
rival that of Singapore.

“Like any city, Kuala Lumpur it has its good

Kuala luMpur
OVERVIEW

the cost of living
[in Kuala lumpur]
is one-third of
what one finds
in singapore
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points and its bad points,” says Stewart
Forbes, the executive director of the Malaysia
International Chamber of Commerce and
Industry. “Nevertheless, much has been done
to make Kuala Lumpur an extraordinarily live-
able city. Things work well here, generally
speaking, and Kuala Lumpur provides inves-
tors and their families with a very high stand-
ard of living.”

For its efforts, Kuala Lumpur has experi-
enced a considerable boost in its appeal as
an alternative headquarter location in the
Asean region to Singapore. The decision by
the World Bank to rank Malaysia as the sixth-
placed county in its 2014 ‘Doing Business’
ranking reflects Kuala Lumpur’s importance
as an entry point for businesses.

Thedownside
Critics maintain that a key concern in Kuala
Lumpur is that economic progress has not
been broad based and poverty remains a
challenge. The poverty rate in Kuala Lumpur
stands at 2.3%, below the national average of
7.5%, but economic exclusion remains a con-
cern. Moreover, while the Malaysian govern-
ment has extensively invested in developing
the city’s transport infrastructure, a common
complaint among business people is that this
development still has not kept up with its
economic growth.

Also, while the government has been vocal
in promoting Kuala Lumpur as a headquarter
hub in south-east Asia for foreign firms, Mr
Meinhold at AT Kearney maintains that there

is a disconnect between the rhetoric supporting
foreign investment and the bureaucratic barri-
ers when it comes to hiring foreign nationals.

“We bring in a lot of consultants from
Europe for a long project, for instance, and they
have to get a working permit to do that,” says
Mr Meinhold. “Yet we still experience a lot of
difficulties in getting this done and it’s a hassle.
Petty crime is also an issue – lots of our friends
have had their handbags snatched and their
car windows smashed, so that is a negative.”

Yet Mr Meinhold is quick to add that far
from being a challenge that is specific to
Kuala Lumpur, such issues are present in
many large metropolises, and much is still
being done to improve the city.

“These problems are being addressed and
as such they are becoming less of an issue –
in fact with regards to security, I still feel safer
walking through most parts of Kuala Lumpur
at night than I would walking in South
Auckland, Sydney and even London,” he says.

“What attracted me to live here is that
Kuala Lumpur has so many other advantages.
English is one of the top languages – if you go
to an office in Bangkok, for example, every-
body generally speaks Thai. Add to that a legal
system founded on the basis of the English sys-
tem. Since I moved here more than 21 years
ago, Kuala Lumpur, and Malaysia as a whole,
has consistently grown except for one hiccup.
While in Europe and the US, growth these
days is at 1% or 2%, this city is growing well
above this. The opportunities are here –
much more than in the rest of the world.” ■

the place to be: Kuala lumpur’s Bukit Bintang shopping area (left) is just one area in the city popular with tourists (bottom right), while the
county’s transport system –criticised in some quarters – is improving through schemes such as its light transit railway (top right)
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Kuala lumpur
Q&A

malaysia’s minister of international trade and industry, mustapa
bin mohamed, tells BarBara Njau that Kuala lumpur’s role has
been and remains integral to malaysia’s rise as a global trade hub

Tradingup

QThe United Nations Conference
on Trade and Development

recently recognisedMalaysia as
one of south-east Asia’s top trade
performers in itsWorld Investment
Report. What were the factors
behind your country’s strong per-
formance, and what role has Kuala
Lumpur played in this growth?

AOur political and economic
stability, competitive costs and

skilled and educatedworkforce are
combinedwith a government that is
committed tomaintaining a business-
friendly environment – as an exam-
ple, the government fine-tuned its fis-
cal and non-fiscal incentives to attract
high-quality investments in theman-
ufacturing and selected services sec-
tors. All of these factors ledMalaysia’s
total trade to increase by 4.5% to
RM1360bn [$434.29bn] last year.

Kuala Lumpur has played an
important role by offering firms
compelling investment opportuni-
ties. Functioning as the hub for the
oil and gas industry, Greater Kuala
Lumpur provided natural resources
firms with a complete ecosystem for
upstream and downstream activi-
ties. Multinational firms such as
Shell and ExxonMobil have [moved
to] the city and they continue to
make big-ticket investments due
to this ecosystem.

Additionally, Kuala Lumpur is
rapidly transforming into a top-class
citywithmany projects that have
enhanced facilities and infrastruc-
ture, including theMass Rapid Transit
project and the River of Life project,
which is cleaning and transforming
the Klang River into a vibrant and live-
ablewaterfrontwith high economic
value.Multinational companies there-
fore continue to see Kuala Lumpur as
a principal hub of operations.

QAre youworried that the
Association of South-east

Asian Nations [Asean] Economic
Community [AEC] could erode
Kuala Lumpur’s competitive edge?

Some have questioned whether the
AECmay placeMalaysia in a ‘mid-
dle’ trap, as its infrastructure is not
advanced enough to compete with
Singapore, yet Kuala Lumpur’s
labour and office space are not
cheap enough to compete with
Myanmar or Laos.

AA study of the economic impact
of the AEC by the Economic

research Institute for Asean and East
Asia revealed that Malaysia will expe-
rience a large increase in its GDP
growth rates from trade liberalisa-
tion. The Asean economic union will
openmore opportunities for inves-
tors to look at Greater Kuala Lumpur,
as Malaysia will be the chair of the
AEC in 2015. This puts Kuala Lumpur
in the spotlight, and it will be a good
way to highlight its dynamic busi-
ness ecosystems, its advantages
and its world-class infrastructure.

So I believe that Kuala Lumpur
has a broad edge over other Asean
cities in terms of infrastructure,
logistics and trade facilitation.
Greater Kuala Lumpur is an ideal
location for factories and regional
headquarters to serve the growing
600million-strongmarket in
Asean, and it offers a very
business-friendly environment.

2009
Malaysia
minister of international trade and
industry
Previously
minister of agriculture and
agro-based industry; minister
of higher education

CurriCuluMVitAe
mustapa bin
mohamed
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Q&A: MustAPA binMohAMed
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QWhat are the constraints that
businesses face when doing

business in Kuala Lumpur, and how
is theMinistry of International
Trade and Industry [MITI] working
to address them?

ABusinesses require a large
number of approvals, licences

and permits, and at times there
can be delays in getting approvals.

The MITI, through Pemudah
[the ministry’s special task force
to facilitate business], has devel-
oped an online business licensing
facility called the Business
Licensing Electronic Support
System, and it provides information
for companies to apply for licences
or permits to start operating a
business in Kuala Lumpur or any
other part of Malaysia. It is a virtual
one-stop service centre that assists
companies to obtain business
licences efficiently and in an
organised manner.

We have also worked to develop
initiatives to reduce the number of
documents and time taken to import
and export goods. While the overall
cost of doing business has been
increasing, Malaysia is still among
the cheapest countries in the world
to do business.■
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Kuala lumpur
Financialservices

Singapore may be the
leading international
financial centre in South-
eaSt aSia, but Kuala lumpur
iS looKing to narrow the
gap through becoming a
regional hub for iSlamic
finance aS well aS catering
for conventional financial
inStitutionS through itS
tun razaK exchange.
BarBara NJaU reportS

Closing the financegap

A lthoughMalaysia’s financial
services sector has experi-
enced considerable success

in attracting foreign firms –
between 2003 and 2014 the country
attractedmore than $1.7bn in
greenfield investments from 114
companies, according to greenfield
investment monitor fDi Markets –
Kuala Lumpur continues to struggle
to compete with Singapore as the
headquarter destination of choice
for financial services firms in
south-east Asia. While Singapore
attracted the most projects in the
sector in the Association of South-
east Asian Nations (Asean) region
between 2003 and 2014 – 388 pro-
jects worth $16bn – Malaysia
attracted 249 new projects.

In addition, while Singapore
was the leading city among all 10
Asean members in attracting
capital from financial services
companies during that period,
fDi Markets data shows that Kuala
Lumpur finished in fourth place
by this measure, behind the likes
of Ho Chi Minh and Hanoi in
Vietnam. Yet Saif Malik, the
managing director and head
of corporate and institutional
clients at Standard Chartered
Bank Malaysia, says that the govern-
ment’s push to promote Kuala
Lumpur as a financial services hub
in the Asean region is paying off.

Pointing to the government’s
decision in 2012 to launch the Tun
Razak Exchange (TRX), which will
offer premium office space to finan-

cial and business services companies
in the ‘Golden Triangle’ central busi-
ness district of Kuala Lumpur, Mr
Malik is confident that this will
be a critical game changer.

“The central bank and the
Malaysian government have created
a resilient financial system that
still has room for further growth
and expansion going forward,”
he says. “This can be seen in the
initiatives over the past few years
to develop and encourage Islamic
finance and to liberalise the domes-
tic financial sector. One initiative is
the TRX. Situated in the heart of the
city, it will generate an estimated
RM3.5bn [$1.08bn] in FDI as some
100 global companies are expected
to be based there.”

islamic finance hub
Created to strengthen Kuala
Lumpur’s standing as Malaysia’s
financial services capital, the TRX
is a 28-hectare development which
provides office space as well as
world-class residential, hospitality
and retail centres. Upon its comple-
tion, companies based in the TRX
will have access to a supportive eco-
system through being located in the
same building as financial services
providers as well as other ancillary
businesses. Moreover, companies
based in the TRX will be close to
the undergroundMass Rapid
Transit (MRT) interchange station,
as well as a number of major roads.

Although Kuala Lumpur prides
itself on offering businesses an array

october/november 2014 www.fdiintelligence.com

of financial services – Malaysia’s
central bank estimates that the city
is home to about 30 licensed com-
mercial banks – the TRX has worked
to position Kuala Lumpur as the
leading Asian location for Islamic
finance. Malaysia has extensive
experience of creating diversified
Islamic financial products dating
back to the 1960s but the TRX signi-
fies the country’s most proactive
attempt to extend its array of sharia-
compliant offerings to local and for-
eign Muslim investors.

Building on the success of
the Malaysia International Islamic
Financial Centre, which was
launched in 2006 to develop
Malaysia’s Islamic finance market
by connecting Islamic and conven-
tional financial institutions, the
TRX is expected to significantly
extend this platform.

“The purpose in launching the
TRX is to reshape the financial land-
scape of Malaysia, particularly in
Islamic finance,” says Mr Malik.
“Its aim is to create a strong busi-
ness network which will leverage
Kuala Lumpur’s strong financial
sector to create a comprehensive
financial hub. Furthermore, with
the anticipated creation in 2015 of
the Asean Economic Community,
the TRX is poised to become a cen-
tral trading post for all participat-
ing countries. The TRX could poten-
tially be the next Wall Street for
Malaysia, as a front-running
country for the global Islamic
finance industry.” ■

On the charge: a bull statue in the finance hub of Kuala Lumpur, which is looking to rival Singapore
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Kuala lumpur is the eighth most
visited city globally, with tourists
flocKing to attractions such as
the petronas twin towers.
however, concerns over the city’s
inadequate transport networKs
are frequently voiced, something
local officials are rectifying
with a series of new projects.
BarBara Njau reports

Goingplaces

A s taxis slow to crawling speed
on their approach to the
entrance of the Petronas Twin

Towers, the building’s gleaming yet
steely exterior is an imposing sight
for the first-time visitor. The polished
glass and steel structure is theworld’s
tallest twin tower, scaling some 88
floors. Home to the prestigious Suria
KLCC shoppingmall, as well as a
plethora of other large enterprises –
themost prominent beingMalaysia’s
state-owned oil and gas company
Petronas – the Petronas Twin Towers
has become the best known symbol
of Kuala Lumpur globally.

Leading the tourismcharge
Created as a symbol of Kuala
Lumpur’s modernisation, the
Petronas Twin Towers are one of

the leading tourist attractions in
the city, and have played a promi-
nent role in Kuala Lumpur becoming
the eighthmost visited city in the
world according to a MasterCard
index. While Malaysia remains a
popular tourism destination – the
United NationsWorld Tourism
Organisation listed Malaysia as the
10thmost visited country in 2012,
and it attracted 25million visitors
in 2013 – Kuala Lumpur has been
instrumental in promoting the
country’s tourism industry. While
Kuala Lumpur attracted 13million
tourists in 2012, according to
Malaysia’s Ministry of Tourism,
the city has also emerged as a
regional transportation hub.

Moreover, Kuala Lumpur
International Airport (KLIA) has
become a key port of access for visi-
tors travelling to Malaysia and other
countries in south-east Asia, thanks
in no small part to the presence of
domestic carrier Malaysia Airlines
– though it has now fallen on hard
times – as well as international car-
riers such as British Airways, Cathay
Pacific, Mandala Airlines, SEAir and
Tiger Airways.

“Kuala Lumpur a very vibrant
andmodern city, and connectivity
has really improved,” says Zainal

Amanshah, the CEO of investment
promotion agency InvestKL. “KLIA
is a major hub – it is connected to
103 cities we have 1,991,990 weekly
flights that depart from this airport,
particularly following the opening
of KLIA 2 [an extension to KLIA built
to cater for low-cost flights].”

The right balance
Although Kuala Lumpur has become
better known as a business and
financial destination for multina-
tional enterprises, InvestKL has also
worked hard to promote the city as
an alternative getaway for tourists
seeking a balance of city life and cul-
ture. While Kuala Lumpur was rated
by USmedia giant CNN as the fourth
best shopping destination world-
wide, the city’s local government
has donemuch to promote it as a
cultural and historical location.

Indeed, the sprawling Jamek
Mosque, which is located a short
drive away from the Petronas Twin
Towers, offers visitors a glimpse of
the country’s Muslim heritage, as it
was Kuala Lumpur’s first ever brick
mosque. Built in a Moorish style
with white domes and surrounded
by palm trees, the mosque is one of
the city’s oldest sites of worship.

Yet this religious heritage is bal-

Kuala Lumpur’s monorail (right) is helping to solve the country’s transport problems, meaning tourists can access attractions such as the Batu Caves (top left) and the Jamek Mosque (bottom left)
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Kuala lumpur
TransporTandTourism

anced byMalaysia’s colonial history,
as positioned parallel to thismosque
is the SultanAbdul Samad Building,
which served as one of themain
administrative offices of the British
colonial empire in Kuala Lumpur
after it was built between 1894 and
1897.Meanwhile, the Independence
Day Square, which faces this building,
serves as a reminder to tourists of
Malaysia’s independence fromUK
rule in 1957. This balance of shopping,
entertainment, culture and religion is
something that InvestKL is keen to
promote to tourists to demonstrate
Kuala Lumpur’s diverse offering.

Transport challenge
Nevertheless, a common complaint
among tourists is despite being a
large metropolis, Kuala Lumpur has
limited transportation options in
and around the city. While the rise
of low-cost carriers such as AirAsia
has made tourismmore affordable
to a wider range of foreigners, the
limited availability of cheap and
affordable transportation around
Kuala Lumpur remains a key issue.

Although the ‘KLHop-onHop-
Off Bus’ – the city’s official tour bus
which travels to 22 designated stops
across the city – and the KLMonorail –
which covers 11 stations in central

Kuala Lumpur – have significantly
improved transportation, there is
criticism that little has been done
to improve transportation outside of
Kuala Lumpur’s inner city. Indeed a
commongripe among visitors to the
Batu Caves, a popularHindu shrine
that lies 13 kilometres north of Kuala
Lumpur, is that the only convenient
way of getting there is by taxi, as buses
to the area are limited andunreliable.

Moreover, while Kuala Lumpur
has become well recognised as an
international tourism destination,
it has struggled to compete with
other beach-based locations such
as Sabah, Sarawak and Labuan on
the Borneo island, and cities in the
wider south-east Asia region such
as Bali in Indonesia and Phuket in
Thailand. Indeed, KLIA has emerged
as a transit destination for tourists
heading for more scenic beach
resorts away from the city.

on themove
Keen not to underplay this issue, Mr
Amanshah says that the local gov-
ernment has donemuch to tackle
Kuala Lumpur’s transportation con-
straints. Pointing to the Klang Valley
Mass Rapid Transit (MRT) Project,
which is currently under construc-
tion, Mr Amanshah says that when

complete this three-line systemwill
connect central Kuala Lumpur to
Greater Kuala Lumpur and the wider
Klang Valley. Consisting of two
north-east and south-west lines and
one circle line looping around Kuala
Lumpur, Mr Amanshah is confident
that this will do much to reduce the
costs of travelling around the city.

“The MRT project, as well as
our light rail train [LRT] is currently
being upgraded,” he says. “While the
bidding for the construction of lines
two and three of the MRT is under
way, these huge projects will be
game changers.

“We are also looking at creating
a high-speed rail that travels directly
from Kuala Lumpur to Singapore in
90minutes. It will work like the
Eurostar which connects London
and Paris. [Visitors] can hop on a
train to Singapore, have lunch, tea
or dinner there and come back to
Kuala Lumpur in the same day. We
work hard and we are proud that
this reflects in our rankings – the
World Bank placed Malaysia sixth
globally, we finished 15th in AT
Kearney’s FDI Confidence Index,
and Mercer ranked Kuala Lumpur
as one of the least expensive [cities
in Asia-Pacific]. I am very positive
about our prospects.” ■

Weare aLso LooKingat
Creatingahigh-speed
raiL that traveLs
direCtLy froMKuaLa
LuMpur to singapore
in 90Minutes

october/november 2014 www.fdiintelligence.com



Kuala lumpur
Q&A

IdrIs Jala, CEO Of thE
malaysIan gOvErnmEnt’s
busInEss dEvElOpmEnt
unIt pEmandu, tElls
BarBara Njauwhy Kuala
lumpur’s prIvatE sECtOr
Is drIvIng many Of thE
CIty’s ImprOvEmEnts

Aprivate function
QMalaysia has made significant

strides in improving its busi-
ness environment – the World
Bank this year ranked it sixth
globally in its Doing Business sur-
vey. What, then, was the rationale
behind creating the Performance
Management & Delivery Unit
[Pemandu] if the country’s goals
are seemingly achieved?

AThe key thing about Pemandu is
that it was formally established

in 2009, as a unit under the prime
minister’s department, to oversee
the implementation and assess the
progress of the Government
Transformation Programme
and the Economic Transformation
Programme [ETP].

An important thing we did was
getting the private sector and the
government to come together and
to ensure that challenges and solu-
tions devised were private sector
driven. So with regards to the oil
and gas sector, for instance, we did
not want the blueprint to be driven
by the government. We got people
from Petronas, Shell and
ExxonMobile, who are the real
practitioners, and we put them in
a roomwith representatives of the
government. We then asked them to
tell us exactly what they wanted us
to do to improve the operating envi-
ronment in their sector. We did the
same thing for financial services as
we got representatives from the
banks and asked for their feedback.

This was an entirely new
approach as it put the private sector
in the driving seat of our country’s
economic transformation. We hold
monthly steering committee meet-
ings and there are weekly dashboard
meetings as part of our ongoing
reviews, and it is notable that
[global companies such as]
Bloomberg have voted us among
the top 20 government agencies
in the world.

QWhat are some of the chal-
lenges that Pemandu has faced

in overcoming these weaknesses
that it identified?

AWe have worked to establish
a new economic model that

will make Malaysia a high-income,
inclusive and sustainable society
by 2020, and that is a huge goal.
Nevertheless we have been very suc-
cessful in implementing this. When
we first started in 2009, our fiscal
deficit stood at -6.6% and we have
been able to reduce that on an
annual basis to -3.9%. As such we
have been able to finance our bor-
rowings consistently.

Moreover, a year and a half ago,
we found that there was a lot of
traffic congestion in Kuala Lumpur’s
central business district. Therefore
we bought 38 new trains from
China, and we successfully con-
structed the Mass Rapid Transit
trains in order to ease traffic and
improve our environment.
Additionally we have made buses
completely free within the central
business district, so we have reduced
the number of taxis around the city.

All of these solutions were not
ideas driven by Pemandu. We facili-
tated these ideas as we gathered
nearly 60 people from the private
sector in a room, and we brought in
government representatives, and we
told them to figure out positive solu-
tions to develop Kuala Lumpur.

QBeing Malaysia’s capital city,
what role has Kuala Lumpur

played in boosting the country’s
business performance?
Additionally how will the
Association of South-east Asian
Nations Economic Community
[AEC] coming into being in 2015
affect Kuala Lumpur’s standing
as a regional hub?

AKuala Lumpur will benefit sig-
nificantly from the AEC because

there will be a lot more freemove-
ment of trade and capital, and all of
these goals – which are in line with
the [AEC starting in 2015] – are in
line with our goals. As such I am
confident that Kuala Lumpur will
emerge as one of themost competi-
tive and liveable cities in the world,
as part of the AEC. ■

2009
Malaysia
minister without portfolio
and CEO of government business
development unit pemandu
Previously
CEO of malaysian airlines; vice-
president of shell malaysia gas
& power

CurriCuluMVitAe
IdrIs Jala
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Kuala lumpur
EnErgy

AnAsianenergychampion

Scaling up: the presence of Petronas looms large in Kuala Lumpur, but the city is undergoing a great deal of
activity in the energy sector

While much of the oil and gas
activity in malaysia taKes place
aWay from Kuala lumpur, BarBara
Njau discovers that the city has
established itself as a global
leader in energy terms, With
foreign energy firms increasingly
coming to the capital to establish
a south-eastern asian base

W ith the fifth largest oil
reserves in the Asia-Pacific
region, the Malaysian econ-

omy has historically relied on its oil
and gas reserves to fuel its growth.
While the sector represents 20% of
the Malaysian economy, according
to investment promotion agency
InvestKL, greenfield investment
monitor fDi Markets shows that
between 2003 and 2014, the coal, oil
and gas sector attracted the largest
amount of capital investment into
the country, worth $25.92bn.

Although Malaysia, which
has more than 4 billion barrels of
proven oil reserves, according to
the Oil & Gas Journal, relies on the
offshore Malay basin in the Malay
Peninsula for its reserves, as well as
the Sarawak and Sabah basins on
the island of Borneo, Kuala Lumpur
has also played a key role in the
industry by establishing itself
as a hub for energy trade.

South-eastAsianhub
While the bulk of upstream benefi-
ciation (including gas extraction
from the country’s offshore fields),
as well as downstream activities
such as crude oil refining and natu-
ral gas processing and purification,
occurs outside of the country’s capi-
tal, InvestKL and Kuala Lumpur’s
local government have made signifi-
cant progress in positioning the city
as a marketing and distribution hub
for oil and gas firms.

Pointing to the decision by
Petronas, the country’s state-owned
oil firm and the world’s 19th largest
oil firm by revenues, to base its
headquarters in Kuala Lumpur,
Zainal Amanshah, InvestKL’s CEO,
is confident that Kuala Lumpur will
emerge as south-east Asia’s leading
trading hub for natural resources.

“As a capital city, Kuala Lumpur
has clearly emerged as a hub for cer-
tain sectors, including oil and gas,”
says Mr Amanshah. “If we look at the
results, they show that there is a lot
of activity centred around the oil
and gas sector [in Kuala Lumpur],
which is driven by the presence of
Petronas, as well as the presence
of a very supportive local ecosystem.
You find that multinationals come
[to our city], put a headquarters
here and cleverly partner with
our local champions.”

growing andgrowing
For its efforts, Kuala Lumpur has
attracted $107m-worth of greenfield
FDI into the oil and gas sector
between 2003 and 2014, according to
fDi Markets. Moreover Aric Carlisle,
the general manager for Asia-Pacific
at US-based oil and gas services firm
Cameron, which is operational in

the city, says that the continued suc-
cess that foreign firms have experi-
enced through establishing a pres-
ence in Kuala Lumpur means it will
continue to emerge as south-east
Asia’s leading energy hub.

“Kuala Lumpur was recently
selected as one of the world’s
energy cities, which is a significant
milestone and achievement,” says
Mr Carlisle.

“From an oil and gas industry
perspective, this tells a story of
continued growth. Companies here
can enjoy ease of access to the mar-
ket in Malaysia, as well as the rest
of the Asia-Pacific region. We came
here because we see Kuala Lumpur
becoming the energy capital of
south-east Asia. Additionally, we
have a lot of customers and suppli-
ers that have located here, creating
an environment very conducive to
doing business in this industry.” ■

KuaLaLumPurwaSrecentLy
SeLectedaSoneofthe
worLd’SenergycitieS
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Kuala lumpur
Manufacturing

malaysia is renowned as a leading low-cost electrical component manufacturer.
However, tHanKs to academic institutions sucH as Kuala lumpur’s mimos ict centre of
innovation, tHe country is looKing to rise up tHe value cHain. BarBara Njau reports

Bright sparks

T he dot-com bubble of the
late 1990s and the subsequent
growth in the popularity of

laptops andmobile phones saw
Malaysia rise to become one of the
world’s leading exporters of semi-
conductor devices to global technol-
ogy firms, among them South
Korean firm Samsung, Finland-
based Nokia and Apple in the US.

Well known as a low-cost
destination for electronics compo-
nents, between 2004 and 2007 the
United Nations Conference on Trade
and Development ranked Malaysia
as one of the five largest exporters
of semiconductor devices globally.
By 2012, according to professional
services firm Deloitte, the country’s
electrical and electronics industry
made up 56% of its exports and
accounted for 29% of its local
workforce.

Diversity drive
AlthoughMalaysia made its name
largely in manufacturing low-cost
consumer electronics components,
the country’s government has
increasingly worked to encourage
local companies to move up the
value chain, into design, assembly
and packaging. As part of Malaysia’s
Economic Transformation
Programme (ETP), Kuala Lumpur has
prominently featured in the govern-
ment’s efforts to aid its local firms
to become total solutions providers.

According to Sy Wong, manag-
ing director of gas supplier Linde

Malaysia, although the country is
shifting away from being viewed
as a low-cost FDI destination, Kuala
Lumpur is playing a key role in
ensuring that Malaysia’s economic
development is sufficiently diversi-
fied, and not entirely reliant on a
narrow set of sectors. “We have
data which suggests that our ser-
vices sectors represent a high pro-
portion of [Malaysia’s] GDP, however
we do not want to forsake our man-
ufacturing sector,” says Mr Wong.
“Development is not about migra-
tion frommanufacturing to ser-
vices. Hence the manufacturing
component will remain relevant
to our country.”

centre of innovation
With a stated goal, as part of the
ETP, to boost the contribution of the
electrical and electronics sectors to
RM90bn ($27.59bn) in gross national
income by 2020, Kuala Lumpur’s
local government has donemuch
to enable the whole of Malaysia to
move up the value chain through
the creationMimos, which is a
research and development centre for
local and global firms. Established as
Malaysia’s national ICT centre and
headquartered in Kuala Lumpur,
Mimos was created in 1985 by a
group of academics who wanted
to promote general technological
research. Since then, the centre has
grown and today employsmore than
600 researchers, scientists and engi-
neers who focus onmicro-electronics

research andmore general research
and development.

A series of investments into the
centre has led Mimos to emerge as a
pioneer for new patented technolo-
gies. As a result, the centre has over-
seen the creation of new ventures
including Pesona, which was
Malaysia’s first locally designed
16-bit RISCmicroprocessor; the
Malaysian Computer Emergency
Response Team, which deals with
computer security issues; and the
SuperJaring backbone, which was
the first fully IP-basedMalaysian
network which ran from Penang in
the north-west coast of the Malaysia
peninsula, to Johor Bahru, the south-
ernmost city of on the peninsula. By
2011, Mimos had developedmore
than 20 technology prototypes and it
accounted for 43% of Malaysia’s total
filed patent applications.

“Companies that want to
work in the Indonesianmarket, the
Indianmarket or the Chinese mar-
ket can come and set up base [in
Kuala Lumpur] because we have the
facilities to engage in research and
development, and create new prod-
ucts which differentiates them,”
says Zainal Amanshah, the CEO
of investment promotion agency
InvestKL. “We have very good intel-
lectual property protection laws and
the regional centre of arbitration is
located in Kuala Lumpur. We also
have a good talent pool, therefore
companies based here can gain a
huge competitive advantage.” ■

Byting back: a worker displays the first Malaysian locally designed microprocessor, the Pesona P16, developed at the Mimos centre in Kuala Lumpur
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