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FACTS & FIGURES

Principal statistics of labour force,
Malaysia 2016

Labour force participation rate 67.7% and unemployment rate 3.4%

Among working age population (15-64 years old), labour force increased 1%

2016
2015
Changes due to increases in these two components:

14.2
million
2016
504,100
2016

Employed persons

14.7 million
14.5 million
Labour force participation rate (LFPR)
in 2016 dropped 0.2 percentage
points compared with 2015

67.7% 67.9%
2016 2015

Unemployed persons

Unemployment rate
in 2016 rose 0.3 percentage
points compared with
2015

A total of 32.3% working age population were outside labour force due to studies,
housework, retirement, disabilities or not interested inworking.

6.9
7
million million
2015
2016
Source: Department of Statistics, Malaysia https://www.dosm.gov.my
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3.4%
2016
3.1%
2015

WELCOME & CONTENTS

Success
in the
south
I

t has always
been the
intention of
the state government to
ensure that
we are able
to diversify
our economy. We are aware
we have to face challenges
and competition everywhere
today. We feel that there is
a need for us to achieve this
diversification, and we have
identified the service sector,
related to the outsourcing
business and shared services,

02 Info: Labour force numbers

Malaysia is a buzzing business area and the southern region of Johor is growing. We examine some
of the facts and figures.

04 Johor: The jewel of the south

It’s not that long since Johor was seen as a wilderness. Then the government and investment
agencies got involved and a major transformation
is happening.

08 Interview: Frost and Sullivan

as a growth area.
We have earmarked that
by 2020 the amount of investment for global business
outsourcing and shared
services in Iskandar will be
about RM6.5bn and the jobs
available will number about
14,000. The shared services
and outsourcing, global
business services is definitely
an industry that the state
welcomes.
Dato’ Mohamed
Khaled Nordin

Chief Minister of Johor

(Extracted with permission from an interview at the launch of Aegis in Iskandar Puteri)

Someone had to be first to move to Johor and
it was Frost and Sullivan that had the imagination
and foresight. This is the story of how the company started and where it is now.

10 The established player

Contact centre and BPO player Aegis had centres
elsewhere in Malaysia and expanded to Johor for
a number of reasons, the company explains.

12 Business Process Outsourcing
Vistra needed a centre close to Singapore but
without the drawbacks. There was an obvious
candidate, says the business.

14 Finding help

You don’t have to work alone to set up in Johor.
Inward investment agency i2M prioritizes global
business services and here outlines the assistance
it can offer.
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in association with
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Johor: the
jewel of
the south
Dato’ Azman Mahmud

S

peak to many people outside Malaysia about the business activities there
and you’re likely to get a similar story
from most. They talk about Kuala Lumpur
and its outskirts and so they should; it’s
impressive. This report, however, aims to
shed light on other areas and in particular
Johor, to the south and close to the border with Singapore.
YBhg. Dato’ Azman Mahmud, CEO of
MIDA (Malaysian Inward Development
Authority), the principal Malaysian investment agency, helped fill in some of the
background about the Malaysian business
environment.

Education

Any business considering setting up or
investing in Malaysia anywhere is going to
need information on the supply of talent,

and this means education. “Malaysian
youths who enter the labour market
would have undergone at least 11 years
of school education, i.e. up to secondary
school level, and are therefore easy to
be trained in new skills,” explains Azman.
There are many local engineering graduates and a lot of IT-based knowledge
to draw on, he adds, and proficiency in
English offers the workforce an edge over
the competition. Employment is 67.7%
among those of working age and in Johor,
certainly, the living costs and therefore
wage demands are below those in Kuala
Lumpur and indeed Singapore.
“To cater for the expanding industrial
demand for technically trained workers,
the Malaysian government has taken
measures to increase the number of
engineers, technicians and other skilled
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“The Malaysian
government has
taken measures to
increase the number
of engineers,
technicians and other
skilled personnel.”
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personnel graduating each year from local
as well as foreign universities, colleges,
and technical and industrial training
institutions,” explains Azman. “In the last
four years, higher education institutions
have churned out an average 20,000
engineering graduates every year.” The
chart (right) speaks for itself.
The country has also developed its
tertiary education service and introduced numerous vocational educational
schemes in schools and colleges. There
are 20 private and 21 public universities,
plus 400 other colleges offering some
sort of certification. Several of these are
run in partnership with businesses such
as Telekom Malaysia Berhad, Tenaga
Nasional Berhad and Petronas, and it was
noticeable during Intelligent Sourcing’s
visit to Johor that there were institutions
run by international universities as well
as the local ones – it was a long way to
travel, from London to Johor, to go and
see something called Reading University!

Developing skills

The government also established an
organization called the Human Resources
Development Fund (HRDF) in 1993, explains Azman. Manufacturing and services
companies that contribute to this fund
are eligible to apply for grants to defray or
subsidize the costs incurred in training and
retraining their workforce.
l The government has also established
a Department of Skills Development
(DSD), an agency under the Ministry
of Human Resources of Malaysia to
coordinate the setting up of all public
and private training institutions, evaluate
the demand for existing and future skills,
identify future vocational and industrial
training needs, and to develop standards
under the National Occupational Skills

Education Programmes/Year
2009

2010

2011

2012

2013

2014

2015

Law

1,427

1,621

1,964

2,147

2,120

2,375

2,166

Accounting

4,092

4,965

5,143

6,012

6,102

5,977

5,944

Applied science 6,563

6,725

6,420

6,545

5,381

6,059

6,795

Medicine

1,211

1,800

2,044

2,289

2,280

2,807

2,807

IT and other

3,542

2,426

2,800

2,546

2,962

2,369

3,000

Standards (NOSS). To date, there are
more than 700 certified standards that
cover certificate, diploma and advanced
diploma qualifications.
Besides the increasing number of public
training institutions such as technical
schools, polytechnics, industrial training
institutes and skills development centres,
MIDA has established the Industry Talent
Management Division. This will increase
facilitation and bridge the talent gap
between companies and the education
providers. This is done via a structured
MIDA/academia/industry collaboration
to address investors’ human capital
needs. In addition, the government has
set up a new governance system under
the Human Capital Council (HCC), to
enhance the governance of human capital
development through the establishment
of the Industry Skills Committee (ISC),
targeting 10 major sectors like electrical
and electronics; information, content and
infrastructure; chemical & petrochemical; machinery & equipment/advanced
engineering; oil & gas; medical devices;
pharmaceutical; aerospace; automotive;
and maritime.
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“Iskandar Puteri
is becoming one of the
choice locations for
companies that wish to
set up in the country.”
Incoming businesses have a number
of avenues to recruit this talent. These
include the government jobs board
(jobsmalaysia), private jobs boards such as
Jobstreet and Job Central, agencies and
job fairs. MIDA itself offers fairs as well
as a number of schemes to foster apprenticeships and build on the existing talent.
As can be seen from the charts above
right, a lot of companies are joining
Malaysia and a sizeable number are going
to Johor.
“Johor is one of the most sought after
states for investments due to the robust
developments that are taking place, as
well as its close proximity to Singapore,”
says Azman. “Iskandar Puteri is becoming
one of the choice locations for companies
that wish to set up their outsourcing
centres and back offices in the country.

The companies
Factors

Achievement in 2016

% in Growth compared to 2015

Total revenue

RM18.4 bn

9%

Total export

RM 12.6 bn

13%

Total GDP

RM9.7 bn

17%

Total jobs

93,119

7%

“Johor is a perfect
example of a region
striking out as an
alternative to the
more expensive
capital city.”

There are currently 499 GBS companies in Malaysia, as at 2016.
The companies are from the following regions:
Region

Percentage (%)

Malaysia

39

Europe

20

Asia

15

Americas

14

Singapore

8

Australia

4

Total

100

GBS/SSO companies in Johor can benefit
from the Singapore market while having a
Malaysian cost structure.”

Incentives

Like most countries seeking inward
investment, Malaysia, and particularly
Johor, is offering powerful incentives to
get companies to locate in this growing
area. Federal and state government
agencies such as MIDA and MDEC, and
industry associations such as PIKOM
and Outsourcing Malaysia offer initiatives
such as seminars and workshops, media
engagements and one-to-one meetings with potential investors. It’s worth
stressing that MIDA itself promotes the
whole of Malaysia as a regional/global hub
and does not focus on a particular state
or region. Companies then choose their

establishment location depending on their
business model requirements and infrastructure available in the state or region.
Something MIDA does promote in
terms of regions is the Principal Hub
scheme.
This is dedicated to MNCs and large
local conglomerates that intend to centralize various functions in one location to
streamline their global activities, thereby
significantly increasing operational efficiency and reducing business costs. For GBS/
SSO operations, it covers three service
clusters: strategic services, business
services and shared services. As at August
2017, MIDA has approved 26 Principal
Hub companies from different industries
such as E&E, F&B, Oil & Gas and Consumer Products. These projects will have
a significant impact on Malaysia’s econ-

omy over the next 10 years by creating
1,812 high value jobs, incurring RM16.8bn
in business spending and utilizing local
ancillary services worth RM2.2bn.
Many of these companies have shifted
their shared services functions such as
finance & accounting, human resource
management and corporate training and
IT services into a single hub here in
Malaysia.
In short, there is a lot going on. This is
a country determined to push for major
growth, and Johor is a perfect example of
a region striking out as an alternative to the
more expensive capital city.
Over the next few articles we will
explore some of the companies that have
already set up there; we will find out why
they did so and how the area will help
them to grow.
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rost & Sullivan is a widely recognized leader in the information and
growth consulting industry. It needs
no introduction so it was a surprise to
many when it decided on expanding its
Malaysian operation to Johor. It has to
be understood that Johor, at the time,
was regarded a little like the Wild West;
people understood it was there, but it
wasn’t a business centre.
When Rhenu Bhuller, now partner
and senior vice-president, joined the
organization in 2000 there wasn’t even
an office in the country. The board saw
Asia as the growth engine for the world,
however, and as a US-based company
working on global clients it noticed the
interest in the continent. In the 1990s,
client demand supported Frost & Sullivan’s expansion into Asia with research

and consulting offices in Singapore,
China and Korea and subsequently to
other Asian countries such as Thailand
and Indonesia.
“Singapore was very much the original
head office as we had financial clients in
the region, but we also saw the opportunity to use Kuala Lumpur as a place to
fulfil research for the rest of the world,”
explains Bhuller. There was an innovation centre in Chennai, India, another in
Poland, and the company’s vision was to
ask where the next one should be. Singapore could never be a large-scale hub
like Chennai or Poland because of costs,
although there were significant skill sets
available both there and in Kuala Lumpur. An approach from the investment
agency, i2M Ventures, brought Johor
into Frost and Sullivan’s thinking roughly
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half a decade ago. “I remember partners
saying they came in four-wheel drives,
seeing all the palm oil plantations and just
being told that there would be buildings,
connectivity and infrastructure, when all
you could see was trees and dirt.” The
board had to be visionary to conceive
that this new, unbroken territory could
work – and it did.
From that point, things moved quickly.
It moved into its first temporary office a
year or two into the discussions, moving
out within a year because of space
considerations. “We knew what we
needed in terms of people, so once we
had the space allocated we could grow
quite quickly by recruiting,” she explains.
“What we did find was, while we were
experienced recruiting in Kuala Lumpur
and Singapore for the kind of guys we

“I remember partners
being told there
would be buildings
when all they could
see was dirt.”
needed, with decent degrees, capable
of analysis and generating reports to be
published internationally, that we needed
a different approach here.”
The company was prepared to bring
in talent from outside because it understood the talent wouldn’t be there locally
immediately. It used its standard pattern,
to use an established leadership team
to the location from Kuala Lumpur and
elsewhere (Bhuller moved from
Singapore), and the hiring started.
People were encouraged to move
from elsewhere in Malaysia, and it took a
pioneer mindset – they were told if they
hated Kuala Lumpur’s traffic this was
ideal! The challenges were understood.
“Maybe we slightly underestimated
having to convince people to come.”
There was almost a stigma attached to

the place. Singapore and Kuala Lumpur
were established cities and locations;
this was brand new. “It was like going
to the backwaters – it’s not a backwater
now. The people who saw the potential
have gone ahead, in our organization
at least.”
The result is a solid office that can
serve the Singaporean clients in a place
where the arbitrage advantage adds
up perfectly. Yes, it could have been
achieved in Kuala Lumpur but the costs
would have mounted up, and yes, there
is the risk of people using the training
and then moving to a job in Singapore
instead, but a lot stay. “We accept that
we will not have 100% retention – it’s a
little higher than the other offices, but it’s
not off the charts,” says Bhuller.
So if incoming investors wanted to re-

tain a workforce they might have to do
as Frost and Sullivan does, to add some
fun to the employment packages – movie evenings, Zumba classes, the fun stuff
as well as the business basics. “I’m a big
believer, maybe because I have teenage
kids, in fun – they did internships here
and gave me feedback.” And teenage
kids *will* give you honest feedback.
The company also took the conscious
decision to give the office management
roles to younger than average staff to
ensure continuing engagement. It has
succeeded so far and very much set the
precedent; it’s still growing but Johor as
a business centre is becoming very well
established. Someone had to be the first
– and a lot of young entrepreneurs and
employees will be grateful that Frost and
Sullivan stepped in.
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The
established
player: Aegis
N

obody who has been in the
business process outsourcing
arena for any length of time will
be unfamiliar with Aegis. Internationally established for many years, it’s no
surprise to find it operating in a place with
the breadth of language skills offered by
Malaysia; nor is it particularly stunning
to find it operating near the substantial
educational facilities offered by Johor.
Divya Dhutta, chief operating officer,
explains that the company wanted a toehold in the area because of the nature of
the business it could do in Malaysia, primarily from the language capability point
of view. “Also the ability to attract foreign
talent.” The focus is very much on countries such as Japan, Korea and Singapore
as client locations, with Malaysia acting as
the Asia Pacific hub for all of the languages
required. In fact, 30 nationalities work on
the site, offering 16 different languages.
So that explains Malaysia. How about
Johor? “Primarily, for us to come to Johor,

we looked for long-term sustainability,
the ability to add value to customers and
arbitrage,” explains Dhutta. The Tier 1
cities, where one might expect to find a
contact centre operation such as this, get
commoditized quickly, it becomes difficult
to attract talent and inevitably the costs go
up. The company performed a complete
due diligence on Malaysia 18 months ago
and came up with Johor as the perfect
place to base itself.
The criteria were fairly straightforward: ability to attract foreign workers
for language reasons, infrastructure in
terms of telecoms and transport, physical
infrastructure in terms of buildings. Even
more important for Aegis, however, was
the close proximity to Singapore. “Our
strategy at Aegis was twofold: one to
target the domestic market, but also to
access Singapore. The close proximity for
Singaporean customers means this is a bit
of a home from home for them.”
Before setting up, Aegis checked on all
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of the basic amenities such as transport,
housing and security. The result has been
rapid growth. Aegis arrived in Malaysia following its acquisition of the BPO
function of Symphony, with around 800
people. It had a single centre in Kuala
Lumpur at the time and now employs
around 3,000 people. Its services are
extensive including voice, back office and
shared services. In Iskandar, 65% of the
business is voice and the remainder is
back office.
Inevitably when a company is so voicebased, the backbone of the business is
the people. Aegis has had the opportunity to work closely with the local
universities. “That’s been a strong point
for us, we’ve taken people, trained them,
developed them and hired them,” he
says. A surprising amount of people were
already working in Singapore which has
the reputation as the big city; on inquiring
why they wanted to move, they were
simply tired of the commute.

Launch of Aegis - Group photo at Aegis centre with Dato’ Khaled. On his right is Mr Divya Dutta (COO Aegis MY),
his left Mr Sandip Sen (Global CEO and ED Aegis Ltd)

The result is a skilled, educated population determined to build its career
with Aegis and other companies where
they live, rather than where there might
be a prestigious big city job. This in turn
leads Aegis to put a lot of effort into (and
find considerable reward from) career
fairs and other similar promotions. The
company looks further afield than simply
Johor and offers help with transport and
also invests in training – the top 60% are
offered dedicated career development;
in fact the woman who organizes this
started as an agent and is proof that the
development works.
There will be challenges as the industry
develops. The company is already
taking advantage of the opportunity to

trade with Australia. It is also facing the
challenges and opportunities posed by
robotics and complete digitalization.
Taking the company to the next level with
technology is very important to the company, and it’s going to grow by continuing
to consider customer needs carefully as
well as competitors and what they do.
“Customers are very vocal and it’s important to listen to them – that’s why we
have a social media team that listens and
tracks on behalf of our customers.”
And Aegis is going to grow further. At
the moment it employs 800 people in
Johor; Dhutta sees nothing unrealistic in
aiming for 1,200 in two years’ time. No
doubt many of them are at the universities in Educity right now.

“The company
completed due
diligence and came
up with Johor as
the perfect place to
base itself.”
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Business process
outsourcing:
Vistra sets
up in Johor
T

his special report is dedicated
to the sourcing industries, but it
would be wrong to suggest there
is nothing else setting up in the Johor region. Corporate services business Vistra is
one such, and its managing director Chris
Burton explains it works in four key areas:
company formation as a wholesaler in
offshore companies, corporate and private clients (setting up holding companies
for corporates and trusts for succession
planning for individuals), fund administration and international expansion, an
international echo of the corporate service for operating, trading businesses (as
distinct from passive holding companies).
It’s the market leader in its niche in Asia,
it has 3,000 staff worldwide – and it has
set up a small office in Johor. The obvious
question was: why?

“I wanted to set up something that was
close, physically, to Singapore,” explains
Burton. “Kuala Lumpur is within reach
but it takes a flight. I really wanted to
make sure we were accessible within
an hour or an hour and a quarter. We
move people back and forth between
here and Singapore for training and other
orientation, so I wanted it to be within
driving distance.”
Practicalities were paramount, then.
The company set up in Iskandar Puteri
specifically for other reasons; the environment felt like a good business park in
which to work and it’s accessible through
the second link road from Singapore,
which is typically less busy than the first.
“We could have gone to China, the
Philippines, Penang, India but I felt it
would have needed a different level of
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cost and commitment to put people in on
the ground.” It was a lower-cost means
of getting moving and after a year he feels
things have gone very well.
The Malaysian authorities also offered
some attractive incentives, he adds. “i2M
helped us not only with an incentive
package, but they introduced us to
potential clients, to potential staff, they
helped us with soft incentives and support
as well as hard ones.”
The notion of a hard incentive is an interesting one. A tax break can sound excellent but if your business is established,
doesn’t there come a point at which a
tax break is nice to have but not a deal
breaker or maker? “In terms of setting up
in Malaysia the cost differential was a big
driver, if I’m honest,” says Burton. “The
ringgit is not as strong as it’s been in previ-

ous years. Clearly if we’re looking from a
US dollar perspective our costs here are
relatively low.
“The main driver, though, was the nearshore proposition, I wanted somewhere
I could get to quickly.If there is a problem
then other locations are just too far out
of reach.”
The hard incentives shouldn’t be discounted, though – and indeed Frost and
Sullivan, interviewed elsewhere in this
supplement, also confirmed they were
powerful. Burton chooses not to disclose
every detail, but said that in principle
there was an offer of help with rent and
fit-out of the premises; “We are currently
leasing these premises from i2M, and as
long as we hit certain headcount and job
targets, they give us an incentive on the
rent.” On moving as the company grows

there will be further similar incentives. “In
addition to that, there are tax incentives
offered by the Malaysian government,
and with effect from 2010, knowledge
workers (returning Malaysians and new
expats) in the promoted sectors planning
to reside in Iskandar Malaysia can apply,
via their employers, for their employment
income to be taxed at a preferential flat
rate of 15%.”
As Intelligent Sourcing interviewed
Vistra, there were 30 people on the staff
and this was set to grow to 45 by the end
of 2017; given that the initial target for the
end of the year was to reach 34 it can be
seen that the growth is ahead of target.
By the end of 2019 there could be more
than 100, as agreed with i2M, but the
likelihood based on the pattern so far is
that this figure will be exceeded.

“I wanted to set
up something that
was physically
within reach of
Singapore.”
This is the first start-up initiative like this
from Vistra and the outsourcing model
isn’t proven in the area yet. When it’s established the plan is to bring in work from
Hong Kong, potentially from Australia and
perhaps other workloads through acquisition. For the moment, it remains a small
but growing office in Johor; if Burton’s
plans come to fruition it could become
be the company’s overall shared services
centre for Asia.
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“We want this location
to be sustainable.
We want it to be
synonymous with
high value jobs.”

Finding help:
support services
on the doorstep

A

nybody considering setting up in
Johor should ensure they stop
off at the i2M office. This is the
local support organization for incoming
businesses and has been instrumental in
the success of the companies spoken to
in this report. Its roots can be traced as

far back as 2004, when Malaysia got
into the top three destinations for
outsourcing in the AT Kearney
location report.
At that stage the investment agency,
Khazanah, identified five locations that
would work for business: Johor Bharu
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city centre, ports to the east and west,
airports to the north and the greenfield
area that eventually became Iskandar
Puteri, where the businesses interviewed for this report are based. The
idea was that the greenfield site should
be devoted to high-value activities such
as shared services and outsourcing, so it
called in local expertise including Zulfiqar
Zainuddin, now managing director of
i2M Ventures.
From 2010, the organization expanded
beyond one person, got the approval of
the prime minister in 2012 and by 2013
it was fully formed as a subsidiary of
Khazanah: others built the infrastructure
to make the region work – the schools,
the roads, the lifestyle – and i2M put
the people in place. The raw business
appeal of the area for international

investors will have become apparent to
anyone reading this report from the beginning; proximity to Singapore without
the costs, closeness to the airport even
for people with no business in Singapore. The rest, i2M has helped
put in place.
There have been milestones. In April
2016 it launched the brand GBS ISKANDAR, with a mandate to create 14,000
high value jobs with an investment of
RM6.5bn; in the year and a half since
then the organization has brought in
14 companies investing RM1.74bn and
creating around a quarter of those target
jobs. “It’s been an interesting journey,”
comments Zulfiqar. “We’ve had to take
one step forward and then three steps
back to get five steps forward eventually.
We want this location to be sustainable,
we want it to be synonymous with high
value jobs. We want the people of Johor
to tell their children that you can now
come back and work here.”
Making the country appealing to people who were formerly local as well as
the investors themselves is an important
facet of what i2M does. One company
interviewed mentioned that at least
one employee had opted to work here
rather than remain in Singapore simply
because although earning less money in
total, he could work at home and watch
his kids play in the garden; a house with
a garden simply isn’t affordable in Singapore. It was none of i2M’s affair strictly
speaking but the fact that a high speed
rail is also planned acted as a catalyst, as
did easier work permits for Malaysians
from the Singaporean side.
The figures and the rest of the infrastructure are impressive. Training local
people with an international infrastructure is feasible with Educity; a population
of 1.5 million in 2005 has grown and by
2025 the aim is to have 3 million people
in the area. In terms of graduates, within

the state of Johor there are between 1520,000 per year, many in the sciences
and accounting. “The main challenge we
had in the past was the perception of the
lack of talent,” says Zulfiqar.
Nobody is saying that perception is
completely addressed, but there are
proof points; Frost and Sullivan had
doubts that there would be highly
qualified Asians across all of its markets
and today its centre is the largest centre
for APAC, and 50% of its consultants
are from Johor, a further 35% being
Malaysians from elsewhere.
Federal government is a help. MIDA,
the Malaysia Digital Economy Group and
IRDA work with i2M on tax incentives
and each works in a different way; on
top of that, explains Zulfiqar, there
are customized incentives. “Being in a

greenfield location we couldn’t be too
prescriptive about the offering.” The
approach is to ask about major concerns
and what would help a business work
there more efficiently.
The emerging picture in Johor and
the real estate that is Iskandar Puteri
is of a growing economy, somewhere
there is help for businesses that want a
partner to listen to its needs rather than
to start from a particular offering and try
to cram clients into it. If investors want
somewhere close to Singapore without
the overhead, with a ready workforce
emerging from universities and likely to
grow ahead of projections, this is probably the place.
Intelligent Sourcing certainly recommends further investigation if you’re
looking to grow in this region.
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Artist impression of Medini City, Johor

