ATTRACTING MULTINATIONAL COMPANIES’ REGIONAL
HEADQUARTERS TO GREATER
KUALA LUMPUR: CASE STUDY OF INVESTKL

AHMAD SUHAILI BIN IDRUS

ASIA e UNIVERSITY
2020



ATTRACTING MULTINATIONAL COMPANIES’ REGIONAL
HEADQUARTERS TO GREATER
KUALA LUMPUR: CASE STUDY OF INVESTKL

AHMAD SUHAILI BIN IDRUS

A Dissertation Submitted to Asia e University in
Fulfilment of the Requirements for the

Degree of Doctor of Business Administration

August 2020



ABSTRACT
This research is on InvestKL Corporation Sdn Berhad which focuses on attracting
Multinational Corporations (MNCs) to set-up regional headquarters (RHQs) and regional
hubs (RHSs) in cities and conurbations like Greater Kuala Lumpur (Greater KL) and is
much awaited by governments, city halls, investment promotion agency (IPA) both local
and foreign, investment banks and consultants to name some. The primary objective of
this study is to identify the critical success factors (CSFs) deployed by InvestKL to attract
global MNCs to set-up regional headquarters (RHQs) or regional hubs (RHs) in Greater
KL using a qualitative research case study methodology with InvestKL leadership team
providing the primary data through semi-structured interviews supplemented by three
publications as secondary data — InvestKL Annual Reports, Success Stories of MNCs
and Investing in Malaysia Guide by global management consultants. The findings from
this research is important, firstly to fill a theoretical gap in this field since no similar
research has been published so far , secondly to develop a research framework to identify
the critical success factors in attracting MNCs to set-up regional headquarters in cities
and finally to better understand the dynamics and operations of MNCs who intend to set-
up RHQs and RHs abroad and what are the CSFs required to meet their needs and related
key lessons, best practices, issues and challenges. The results and findings of this study
will be invaluable to IPAs aspiring to participate in this MNC attraction activity and

contribute to economic prosperity of cities through investments and job creation.
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CHAPTER 1.0 INTRODUCTION
This chapter consists of background to the study, problem statement, research
objectives and questions, justification and significance of study, organisation of

dissertation, operational definitions and a short summary for the chapter.

1.1 Background of the Study

InvestKL is the first agency established by the Malaysian government in July 2011
with a mandate to attract the top 100 Multinational Corporations (MNCs) from around
the globe to Greater Kuala Lumpur (or Greater KL) in the form of Regional
Headquarters (RHQs) or Regional Hubs (RHs) with specific functions as part of the
government Economic Transformation Program (ETP) to achieve fully developed
nation status by 2020. Among other benefits, the case of InvestKL provides an
interesting insight on the critical success factors for setting-up of RHQs and RHs by
MNCs in Greater KL that can benefit other cities which intend to pursue the same

objective.

“Regional headquarters (RHQs) perform a crucial bridging
function between corporate headquarters, regional affiliates, and
other regional actors. Their bridging role and associated
connectivity needs lead Multinational Corporations (MNCs) to
locate their RHQs in highly connected °‘global cities’”.

(Belderbos, Du & Goerzon, 2017)

InvestKL is a special purpose vehicle (SPV) established by the Malaysian
government in July 2011 to attract MNCs set-up RHQs and RHs in Greater Kuala
Lumpur (or Greater KL). Greater KL is a conurbation comprising of ten (10) district

councils, municipal councils and city halls namely Kuala Lumpur, Putrajaya, Petaling



Jaya, Shah Alam, Subang Jaya, Klang, Kajang, Selayang, Ampang Jaya and Sepang
(refer to Appendix C). InvestKL is one of the initiatives identified by the Economic
Transformation Program (ETP) in May 2010 and is one of nine (9) Entry Point Project
(EPPs) under Greater Kuala Lumpur National Key Economic Area (NKEA). InvestKL
encountered many challenges in the first two years after set-up to meet its KPI (Key
Performance Indicators) of attracting 100 MNCs to Greater KL by 2020. The target
MNC:s are those listed in Fortune 500 and Forbes 2000. At the end of 2018, InvestkKL
succeeded in attracting 78 MNCs with approved and committed investments of
RM11.7 billion, as well as the creation of more than 11,600 regional high-skilled jobs
[InvestKL (2018, 5), Appendix E]. InvestKL is one of six (6) regional corridor
authorities established by the government to promote investment and comes under the

supervision of the Ministry of International Trade and Industry (MITI) as shown in

Figure 1.1.
Malaysian Investment Promotion Agencies
Ministry of
Federal PM Dept MITI MOSTI MCMM 5 Ministries
Territories including JPM
MPRC MIDA HDC BIOECONOMY MDEC 5 Federal Agencies
CORP
InvestKL NCIA . CERDC . IRDA SEDIA . RECODA 6 Regional Corridor
L J L J Authorities
SEDC UPEN Invest Invest Invest Invest NSIC ‘ PN _
| Peris Perlis Kedah Penang Perak Selangor| | Melaka 15 State Economic
- Development Corp./
SEDC . UPEN |ovest UPEN MID MET! Investment Agencies
Fahang Kelantan Kelantan Trengganu Sabah Sarawa
& o1 e ___
. Melaka Melaka Bictech | - [Pam O Sabah 0&G 6 State Agencies (Speoific
J-Biotech Jpoc Greentech Caorp Industry Cluster Dev Corp P o d (Sp
Corp | Sabah L urpose)
Source | Ministry of Federal Territories

Figure 1-1: Malaysian investment promotion agencies
Figure 1.2 illustrates the roles of various investment vehicles and investment

promotion agencies (IPA) in attracting Foreign Direct Investment (FDI) from abroad.



While Multinational Corporations (MNCs) may possibly invest in several sectors (e.g.
manufacturing, services, banking, finance, hospitality, tourism,

focuses on attracting MNCs to set-up or relocate Regional Headquarters (RHQ) and

Regional Hubs (RH) to Greater Kuala Lumpur (Greater KL).

HOME COUNTRY
Investment Investment

FDI

etc.), InvestKL

Trigger

FDI INVESTMENT ROUTE

Investment
Promotion

HOST COUNTRY
Investment

Irwestment\

Enablers

* Location

+ Incentives

+ Tax regime

o

+ Skilled workforce

+ Governance

+ Institution

1
1
Vehicle : Agencies Sectors
1
Sovereign : «  Manufacturing
g | + MIDA - Services
Wealth ] + State IPA + Banking &
Funds 1 * Regional Finance
: Economic «  Retail
IFls 1  Corridor + IT and Digital
| Authorities |— . Aerospace
I I .
GLCs | ete.
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Figure 1-2:Foreign Direct Investment (FDI) Route

As a country, Malaysia has been very successful in attracting foreign direct

investment (FDI) since the seventies spearheaded by the Malaysian Investment

Development Authority (MIDA), a federal agency placed under MITI. In 2019, FDI

in Malaysia recorded RM 31.7 billion as against RM 30.7 billion in 2018. The FDI

flows were in continuous downward trend since 2017 due to lower investment in

mining and quarrying sectors [DOSM (2019), Figure 1.3]. Equally, FDI has become

one of the main drivers to the country’s efforts in sustaining Gross Domestic Product

(GDP) growth to realize a developed nation status by the year 2020. The FDI is brought

into the country primarily by Multinational Corporations (MNCs) or Multinational

Enterprises (MNEs) from across the globe in the form of capital, technology,



management expertise, branding, intellectual property, etc. Due to shortage of
domestic fund and a small private sector, Malaysia is dependent on FDI especially in

the manufacturing and services sectors (Sandhu & Fredericks, 2005).
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Figure 1-3: Malaysia’s Foreign Direct Investment,
2008-2019

As InvestKL enters its ninth year of operation in 2019 and being on track to meet
its KP1 of 100 MNCs by 2020 having achieved 78 MNCs in 2018, it will be useful and
timely to embark on a study to explore the critical success factors that contribute to its
success. Not many parties gave InvestKL a chance to deliver the mandate to attract
100 MNCs to Greater KL by 2020 when it was set-up. According to a research on
APAC Regional Headquarters (Cushman and Wakefield, 2016), the competition
between cities to attract MNCs to set-up RHQ is fierce and several criteria are
considered in the selection of their locations. Among them are strategic geographical
location (proximity to clients and markets), rational and well-developed legal and
regulatory framework, globally competitive tax environment, stable political

environment, favorable business environment including incentives, transparency and



