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Foreword

This book is an output of the “Positioning Penang”
study, a collaborative research project between
Khazanah Nasional Berhad and The World Bank,
identified by the Economic Planning Unit (EPU)
as one of the inputs to the 10th Malaysia Plan.
This book, which primarily targets policy mak-
ers, draws on a strong body of empirical work
conducted in a dozen technical background pa-
pers contributed by a team of internationally-re-
nowned researchers and field practitioners of the
Malaysian economy. These background papers
will be published in a separate volume.

The premise of this book is that a re-
gional strategy to develop the “Northern Cor-
ridor” of Malaysia is critical in encouraging the
emergence of globally-competitive clusters.
For the Northern Corridor to succeed, Penang,
its largest conurbation, must succeed and vice
versa. However, it seems to be caught in the
“middle-income trap” and needs to reinvent
itself. Penang cannot rely for much longer on
cheap labour, subsidised infrastructure and
its ability to provide suitable land for low-tech
manufacturing. It must focus on developing
industries which provide economies of scale,
where on-the-job learning provides the base
for continuous improvement in productivity.
This requires a new growth strategy that po-
sitions Penang to take advantage of the new
global trends. If the Northern Corridor can es-
cape the middle-income country (MIC) trap,
then, so can Malaysia.

The book proposes a multidimensional
growth strategy which embraces three ele-
ments: cities, people and the economy. At
present, these elements are out of phase with

each other in Penang. The urban cycle is just
starting to enter a recovery phase, follow-
ing the World Heritage designation of George
Town. The people cycle is still in a recession,
with new graduates choosing to leave the area.
The economy is caught in a slump, with the
boom years a thing of the past. Implementing a
coherent strategy across these areas — cities,
people and the economy — could lead to a sus-
tainable, inclusive and rapid development that
benefits not just Penang and its environs in the
Northern Corridor, but the nation as a whole.
The book suggests some levers of change and
contributes inputs to the preparation of the
10th Malaysia five-year plan.

This book was prepared by Dr Homi Kha-
ras (Brookings Institution, The World Bank
Consultant), Dr Albert Zeufack (Director of
Research and Investment Strategy, Khaza-
nah Nasional) and Mr Hamdan Abdul Majeed
(Senior Vice President and Head of the Khaza-
nah Koridor Utara Office), under the overall guid-
ance of Dr Nungsari Ahmad Radhi, Executive
Director, Khazanah Research and Investment
Strategy. Background reports were authored by
Tan Sri Andrew Sheng, Dato’ Dr Kim Tan, Dato’
Dr Leong Yueh Kwong, Dr Rajah Rasiah, Dr
Shahid Yusuf, Dr Kaoru Nabeshima, Dr Julian
Velez, Dr Shahridan Faiez, Dr Hiau Kee, Mr K
Gopalan, Mr Charles Landry, Mr Laurence Loh,
Mr John Lamb, Mr Yoon Chon Leong and Dr
Ooi Giok Ling (in memoriam). Additional input
and support were received from Azlina Jaffar,
Intan Nadia Jalil, Devendran Nadaraja, Yusmi-
nov Ahmad, Aziz Kevin Lee, Lim Su San, Dr Neil
Khor, Christopher Choong and Nur Amalina.

>>>




The team is grateful to numerous eminent per-
sons for reviewing earlier drafts of this book and
providing insightful comments. These include
but are not limited to Datuk Dr Hamzah Kas-
sim (CEO of Innovation Associates and National
Economic Advisory Council [NEAC] member);
Dato’ Latifah Merican (Advisor, Chairman's Of-
fice, The Securities Commission); Encik Johan
Mahmood Merican (Principal Private Secretary
to the Minister in the Prime Minister's Depart-
ment); Mr Vikram Nehru (Sector Director and
Chief Economist for East Asia and Pacific, The
World Bank); Dato’ Redza Rafiq (CEO of North-
ern Corridor Implementation Authority); Mr
Philip Schellekens (Senior Country Economist
for Malaysia, The World Bank); Tan Sri Andrew
Sheng (Board Member, Khazanah Nasional and
NEAC member); Dato’ Dr R Thillainathan (Inde-
pendent Non-Executive Director, Genting Ber-

had); Dr Danny Quah (Professor, London School
of Economics & Political Science and NEAC
member); and Dato' Dr Tan Tat Wai (Group
Managing Director of Southern Steel Berhad).

The preparation of the book benefited
greatly from the assistance and cooperation pro-
vided by numerous people in Kuala Lumpur and
in Penang. In particular, the team would like to
thank the colleagues in the Department of Sta-
tistics (DOS) and the Economic Planning Unit
(EPU), especially Dato’ Noriyah Ahmad (Direc-
tor General of the EPU).

Views expressed in this book do not neces-
sarily represent The World Bank's or Khazanah's
and should solely be attributed to the authors.

Homi Kharas, Albert Zeufack
and Hamdan Majeed




RISING IN RHYTHM:
PENANG'S CITIES
PEOPLE & ECONOMY

CYCLES OF DEVELOPMENT

RESTORING LUSTRE TO THE “PEARL OF THE ORIENT"
RETAINING AND ATTRACTING TALENT
REINVENTING ECONOMIC OPPORTUNITY

LOOKING FORWARD



The three key foundations of growth in Penang

— its cities, people and economy — are not
developing in tandem. Their cycles of development
must be synchronised to turn Penang into a
globally-networked economy and a secondary city
leveraging on its unique endowments and niche
capabilities. As a middle-income region with a
strong track record of economic success, Penang
must now set a new multidimensional agenda to
be the most vibrant economic hub for the Northern
Corridor of Peninsular Malaysia. It must accentuate
the links, within and without, and coordinate the
development of its cities, people and economy, so
as to develop abreast of an Asia that is expected to
drive global economic growth in the 21st century.
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Cycles of development

Shih Chung Branch School, along Northam
Road (Jalan Sultan Ahmad Shah) in George
Town, Penang, was a magnificent colonial-era
building in the heart of town. It is now aban-
doned. Its roof and some internal walls have
collapsed. Vegetation is growing wildly among
the ruins. Shih Chung is a grim reminder of the
state's changing fortunes.

Once the “Pearl of the Orient”, present-
day Penang is home to many dilapidated build-
ings. But efforts are under way to reverse this
cycle. In July 2008, the historic port cities in
the Straits of Malacca — George Town and
Melaka — were listed by the United Nations
Educational, Scientific and Cultural Organisa-
tion (UNESCO) as World Heritage Sites for
their living culture, history, architecture and
multiculturalism. With this, projects to restore
the cities are being actively developed.

The Penang Free School, founded in 1816, was
the first English school in Southeast Asia. Con-
vent Light Street (founded 1852), the oldest
girls’ school in Malaysia, and Chung Ling High
School (1917), one of the first formal Chinese
schools in!he region, were also founded in Pen-
ang. The state's long history of formal learn-
ing has continued to this day. It is now home

to Universiti Sains Malaysia (USM), one of the
largest universities in Malaysia and a multitude
of research institutes.

Ironically, it has also experienced marked
shortages of skilled labour. Brain drain remains
a significant problem for local business. There
are limited opportunities for graduates to work
with cutting-edge technologies in many areas
of industry, including the hard sciences (for
example, with nanotechnology and grid com-
puting), services and management. Often,
multinational corporations (MNCs) rotate staff
to other countries as part of their global talent-
management programmes, further encourag-
ing the drain of skilled human resources.

The Bayan Lepas industrial park, the first free
trade zone (FTZ) in Malaysia, became a sig-
nificant pillar of Penang's economy after the
island lost its “free port” status in 1969. It also
became a model for the rest of the country.
Manufacturing assembly work for MNCs, es-
pecially in the electrical and electronics indus-
tries, along with tourism, provided a dynamism
that allowed Penang to grow at rates exceeding
the national average, and upwards of 7 per cent
for the period 1970-2005.

Manufacturing's share of state gross do-
mestic product (GDP), grew from 13 per cent
in 1970 to 54 per cent by 2008. But both tra-
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The grand building that
later housed the Shih
Chung Branch School
(left) and the state it is
in today (below)
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ditional manufacturing and tourism are fac-
ing competitive threats. Lower wages and the

The cycles of
development in Penang's
physical infrastructure,
its human resource base
and its economy are not
in tandem with each
other today. Despite
some impressive
advances, Penang's
economy is falling behind
some of its rapidly-
growing neighbours

and even other regions
within Malaysia.

lower cost of doing business
in neighbouring countries are
eroding Penang's advantages
in manufacturing assembly,
while tourism arrivals have
fallen as alternative destina-
tions gain popularity. Foreign
tourist arrivals have declined
from a peak of 2.3 million
visitors in 2000 to perhaps
1.8 million in 2008. From
2001to 2005, Penang's GDP
growth averaged just 5.9 per
cent, much less than its his-
torical average. It needs to
develop new sources of com-

parative advantage if it is to
grow rapidly again.

Penang's fortunes are intimately linked to de-
velopments in these three areas: its cities, its
people, and its economy. The three can com-
plement each other.

Vibrant cities can lower the transaction
costs for the flow of goods and transfer of ideas,
producing what economists call "agglomera-
tion economies” — higher productivity based
on bringing people and firms closer together in
dense environments. They also serve as a mag-
net for talented people.

People, in turn, provide the life and soul of
cities.The wide presence of skilled professionals
can elevate a production assembly economy to
a higher value-added plain. A talented resident
population is a critical requirement for a suc-
cessfulknowledge economy —knowledge flows
best through face-to-face contact and inte-
raction, even in an electronically-linked world.

A vibrant economy serves as a magnet
for talent and provides the rhythm of city life.
Economic opportunity is the means by which
wages and living standards rise.

Penang can regain its dynamism only if it
restores and maintains an upswing in the cycle
of development in all the three areas: its cities
(especially the George Town Conurbation, see

Box 1), its people and its economy. But recent
history shows that they can move with their
separate rhythms unless they are coordinated.
In reality, the cycles of development in Pen-
ang's physical infrastructure, its human capital
and its economy are not in tandem with each
other today. The old city centre has become
run-down. Many of the best graduates are
leaving the area. That is why, despite some im-
pressive advances, Penang's economy is falling
behind some of its rapidly-growing neighbours
and even other regions within Malaysia.

The prospects for Penang depend impor-
tantly on policies undertaken at the national
level, and on decisions taken by the federal gov-
ernment in terms of projects to be undertaken
in the state. The responsibility for Penang's fu-
ture also rests with the state government. It is
the state government that implements many
federal programmes and it has the closest links
with local businesses and the people. The state
government, and Penang-based federal govern-
ment agencies, can provide crucial inputs into
articulating a vision for Penang's development.
But, as former Chief Minister Tun Lim Chong Eu
has said, “It is indeed the people of Penang who
have made us what we are today”, * and it will
be the people of Penang who will determine the
prospects for their state.

Today, in 2010, the world is still recover-
ing from a major recession. Penang's principal
economic model of export-led manufacturing
based on cheap labour is under threat from
lower-wage competitors in China and Vietnam.
Some MNCs are relocating their production
base elsewhere in the region, unemployment
is on the rise, and the state government is in
opposition to the federal government, making
coordinated policies harder to achieve.

But this does not mean that prospects
are dim. At another time, in 1969, Penang also
faced a global recession, the loss of its free
port status on which much of its economy de-
pended, the exit of a major multinational (the
Royal Australian Air Force from its airbase in
Butterworth), rising unemployment and a state

1 SERI Penang Lecture 2005, “Building on
Penang's strengths: Going forward".
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BOX 1: George Town Conurbation

Envisaged in the National Physical Plan (NPP) of Malaysia,
the George Town Conurbation (GTC) consists of the highly-
urbanised Penang Island, Seberang Prai, Sungai Petani, Kulim
and the surrounding areas (see map). With a population of 1.6
million according to the National Census in 2000, it was the
second-largest metropolitan area in Malaysia after the Kuala
Lumpur conurbation (Klang Valley), which had a population
of 4.9 million. Johor Bahru had 1.5 million. The population of
the GTC is now estimated at 2 million.

Like Johor Bahru and its surrounds, the GTC has been
designated a regional growth conurbation while the areas
linked to Kuala Lumpur is the national growth conurbation.

A conurbation is defined as “an urban area that encom-
passes several cities or towns physically agglomerated and
forming a builtup area through population growth”. Under the
NPP, for consistency, a conurbation is named after the most
prominent town within it — and not because it is the state
capital or the state in which it is situated. Its name is also
not based on locality such as “northern” or “eastern”. That
township will be the reference centre within its conurbation.
In this case, George Town represents the most-developed
area and main growth centre in the GTC.

The federal government is currently upgrading the
infrastructure in the GTC. However, these developments lack
a central strategy and if there is one, it is poorly articulated.
Furthermore, there are risks that, due to lack of coordination,
the infrastructure developed would not synergise to enable
seamlessness of operations.

George Town
Conurbation

¢  Centreof
" conurbation
(pusat konurbasi)

government in the Opposition vis-a-vis the na-
tional government. From that forbidding start-
ing point, it enjoyed a period of prosperity and
growth for over 30 years based on a strategy of
export-led, labour-intensive manufacturing.
Once more, it is time to articulate a new
development strategy that can guide Penang
to provide better wages, jobs and prospects
for the next generation. This strategy is to turn
Penang into a globally-networked economy.

Penang has been called the “Pearl of the Ori-
ent”. The image of idyllic beaches, temples and
mosques, coupled with world-class schools
and infrastructure, made the island an at-
tractive destination for major MNCs from the
1970s. In those days, many skilled people lived
in or around George Town, but the city today is
no longer a magnet for the highly-skilled and
creative. Many of its buildings are empty, with
their owners awaiting redevelopment oppor-

tunities. Despite the hollowing
out, traffic congestion is grea-
ter than one would expect from
a city of its size. Penang has the
highest per-capita car owner-
ship in Malaysia.

The World Heritage de-
signation for George Town pro-
vides an opportunity for a fun-
damental renewal. The issues,
however, do not have a simple

It is time to articulate

a new development
strategy that can guide
Penang to provide
better wages, jobs and
prospects for the next
generation. This strategy
is to turn Penang into

a globally-networked
economy, but it is not a
simple “engineering"” fix.

“engineering” fix — remove the

congestion, improve the envi-

ronment, and reduce the crime. That approach
would focus efforts on the continual search for
property development opportunities to opti-
mise the use of space, and to maximise density
and short-term profits. The most successful cit-
ies in the world do more than this. They develop
as liveable, multicultural and sustainable envi-
ronments, where quality of life, beauty and aes-
thetics spur innovation and creativity. In short,
cities which possess the right physical, cultural,
economic and social conditions would become
a magnet for talent, a “sticky place” for skills.

RISING IN RHYTHM: PENANG'S CITIES, PEOPLE AND ECONOMY
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Penang is small and
lacks the dominant
position but the global
experience is that
“pocket-sized” places
can develop niches that
permit them to grow
rapidly. But they must
avoid the path that
makes them oversized
and suffer the
diseconomies of poor
living conditions in many
major metropolises.

Successfully balancing the ambition to
become a global leader, move up the value
chain and be a destination of choice for the
young would not be easy. Penang is small and
lacks the dominant position, for example, of
Kuala Lumpur. But across the world, while
major global cities like London and New York
have thrived by becoming
centres of creativity, there
have also been highly suc-
cessful secondary cities.

In Spain, Bilbao, Bar-
celona, Seville and Valencia
have become important hubs.
Bologna is the richest city in
Italy in per-capita terms, and
generates the greatest export
revenues per capita, with a
focus on education, research
and advanced manufacturing.
The global experience is that
“pocket-sized” places can de-
velop niches that permit them
to grow rapidly. But they must
avoid the path that makes
them oversized and suffer the
diseconomies of poor living conditions in many
major metropolises (Landry, 2009).

Successfully capturing the opportunities
afforded by place requires Penang to build on
its diversity. It is the differences that make a
difference. With these in mind, there are four
aims for the future:

«  Make diversity a strength, with opportu-
nities for people from different income
levels and ethnicity;

» Be creative and innovative in ways that
benefit the local economy, Malaysia and
the world;

« Develop as a transactional hub for prod-
ucts and services — a spatially-connect-
ed economy; and

« Encourage ideas, knowledge and creativ-
ity — an Internet- and people-connected
economy.

Together, these changes will position Pen-
ang as a networked economy: globally, region-
ally and domestically.

The pattern of migration in Malaysia over the
last two decades has favoured the Klang Valley
and the south relative to Penang. For example,
between 1991 and now, the population of the
town of Klang has almost trebled. It has grown
to 2.5 times in Ampang Jaya and more than
doubled in Johor Bahru.

In the similar period as above, the popu-
lation in Penang has only grown by 0.5 times
(Intan Nadia, 2009). This is partly reflective
of the lack of job opportunities, especially as
investment has started to fall relative to other
locations, and is partly the result of a perceived
decline in the quality of life.

In a globalised world, where people have
many options as to where to live and work,
the links between quality of life and economic
performance of a location have strengthened.
Whereas in the past most skilled people chose
a company and job, and located to where their
work took them, in the modern economy,
skilled people choose the place they wish to
live and look for jobs there. Even if a locality
is efficient and competitive, it may not attract
people to live there. As an example, for many
years, firms in Penang have complained about
a lack of qualified skilled personnel, especially
engineers. The jobs are there, but there are few
qualified takers.

Instead of productive efficiency, the main
source of competitiveness of a region has be-
come the ability to attract people, especially
the young. Places that attract talented youths
end up being the winners in the national and
global battle for development. The cohort of
25- to 35-year-olds has energy and ambition
and is flexible and adventurous.

The young people in Penang surveyed
for this study say that they seek a culture of
openness, good career opportunities and good
governance. They may migrate overseas for a
time to gain experience, but they will return if
family, lifestyle and cultural factors become
effective pulls. The current global circulation
of young people allows them to build up over-
seas networks, ideas and linkages. They would
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add to the social capital of Penang if they can
be attracted back.

It is not only engineers that Penang needs,
but a broad group of creative professionals. For
a city to function well, it needs a diversity of tal-
ent. So far, there has been a tendency to focus
on attracting those with specific skills, like en-
gineers or business service professionals. But
arts and media practitioners, educationists,
entertainers, activists and others give a city the
creative edge that supports innovation.

While it is important to attract and re-
tain talent, it is also important to develop it.
Penang has a rich array of higher educational
institutions, research organisations and think
tanks, but these have fallen short of global
standards of excellence. Restrictions on the
import of skilled talent from abroad are rem-
nants of an outmoded idea that skilled jobs
must be subjected to control to provide op-
portunities for locally-trained professionals
to flourish.

These policies have pushed the best local
talent abroad to find collaborators at the cut-
ting edge of their fields. Penangites are flourish-
ing in Singapore, Britain and the United States
because those are places where they can inter-
act with the best in their chosen fields. Similar
opportunities ‘or them to interact with global
peers and mentors are needed at home.

Reinventing economic
opportunity

Economic growth in Penang has been driven
by the dynamism of the manufacturing sector,
especially in electronics. Manufacturing jobs
account for 37 per cent of all jobs in the area
and all groups are well represented in manu-
facturing. But the financial crisis of 2009 has
shown the limits of such a strategy.

While Penang is well-integrated into the
global supply chains, domestic value-added is
limited and the supply chain does not extend
enough to local firms or into the hinterland.
Penang has grown as a sweatshop factory for
the rest of the world. It must do better and be-
€ome a smartshop for sustainable products.

Penang cannot rely for much longer on
cheap labour, subsidised infrastructure and

the ability to provide suitable
land for manufacturers. It must
focus on developing industries
that provide economies of
scale, where on-the-job learn-
ing provides the base for con-
tinuous improvement in pro-
ductivity. It cannot do all things
but must be selective in what it
tries to develop. :
Penang must position
itself to take advantage of:

* The emergence of Asia as
the economic driver
in the world, and of Asian
consumers as a dynamic
new force for growth;

* |ts strategic location fac-
ing the Indian Ocean and
the Bay of Bengal;

* The need for new tech-
nologies to power a low-

carbon global economy; and

In a globalised world,
where people have
many options as to
where to live and work,
the links between
quality of life and
economic performance
of a location have
strengthened. Penang
has grown as a
sweatshop factory for
the rest of the world.

It must do better and
become a smartshop for
sustainable products.

It cannot do all things
but must be selective in
what it tries to develop.

* The continued progress of globalisation
and outsourcing that is developing new
markets, especially in the modern
service sectors, and innovations

in new products and processes.

Looking forward

O

Penang today is a middle-income region. As
such, it has various advantages like firms with
enhanced capabilities and a well-developed
track record of economic success. But it also
faces the disadvantages of rising labour costs
and greater competition from lower-cost
neighbours such as China, Vietnam and Thai-
land. This study explores strategies suitable for
middle-income regions.

Moving to a new growth strategy is not
easy. A multidimensional approach is needed,
and it must embrace the three elements of
developing cities, people and the economy. At
present, these elements are out of sync with
each other. The urban cycle is just entering a

RISING IN RHYTHM: PENANG'S CITIES, PEOPLE AND ECONOMY
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recovery phase, following the World Heritage
designation. The people cycle is still in reces-
sion, with new graduates choosing to leave.
The economy is caught in a slump, with the
boom years a thing of the past. A coherent

Moving to a new growth
strategy is not easy.

A multidimensional
approach is needed,
and it must embrace
the three elements of
developing cities, talent
and the economy.

For the Northern
Corridor to succeed,
Penang must succeed
and vice versa.

If the Northern Corridor
can escape from the
middle-income trap,
then so can Malaysia.
Conversely, if the
Northern Corridor
stagnates, the likelihood
of Malaysia escaping
the middle-income trap
declines considerably.

strategy is needed across
these areas.

All over the world, cities
are trying to embrace the
knowledge economy and
become more creative. Such
pronouncements are easily
made, but much harder to
achieve. If a premature move
takes place, with everything
oriented towards a new
knowledge economy, there

is a high risk of failure. Along

with this, the current core
strengths of the economy
(basic manufacturing) may
be eroded at an accelerated
pace — with nothing sub-
stantial to replace them. But
if no move in this direction
is taken, it is inevitable that
Penang will decline, at least
in relative terms.

Penang has excelled over
the past 40 years in orienting
itself externally and linking with
the global economy. Its exports

go to all corners of the world. It has attracted for-
eign direct investments (FDI) from major MNCs,
especially in the electronics sector.

Penang has also started to develop closer
links with its neighbours and to integrate within
the region. Already, Indonesians are the major-

ity of patients in the medical tourism sector in
Penang. India, China, the Middle East and In-
donesia are expected to continue to have dy-
namic economies, and closer integration with
them can bring about positive development
for all. Upgrading logistics and international
agreements with these neighbours can deepen
regional integration ties.

Where Penang has fared poorly is in inte-
grating domestically, in connecting the natural
resources and human capital of its hinterland
with the global economy. This is an area with
untapped potential. Investments here can build
the critical mass and density needed for the
economy to benefit from scale. The premise of
this book is that a regional strategy to develop
the Northern Corridor of Malaysia is critical in
encouraging the emergence of globally-com-
petitive clusters.

For the Northern Corridor to succeed,
Penang must succeed and vice versa. Penang
is the heart of the Northern Corridor and the
Northern Corridor can provide the scale re-
quired for Penang to grow. Successful develop-
ment in this locality can reduce the economic
distance of many Malaysian citizens to global
markets, and can reduce divisions by offering
opportunities for all groups to participate in
economic growth.

The way forward can feature sustainable,
inclusive and rapid development that benefits
not just Penang and its environs in the Northern
Corridor of Peninsular Malaysia, but also the na-
tion as a whole. If the Northern Corridor can es-
cape from the middle-income trap, then so can
Malaysia. Conversely, if the Northern Corridor
stagnates, the likelihood of Malaysia escaping
the middle-income trap declines considerably.
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NEW OPPORTUNITIES
AND PITFALLS IN THE
GLOBAL ECONOMY

- GLOBAL RECESSION OF 2009

- EMERGENCE OF EAST ASIA, CHINA AND REGIONAL ECONOMICS

- AVOIDING THE MIDDLE-INCOME TRAP

- DOING DIFFERENT THINGS AND DOING THINGS DIFFERENTLY:
STRATEGIC PLANNING IN PENANG

- THE NORTHERN CORRIDOR ECONOMIC REGION



This book is an output of the “Positioning Penang" study, a collabora-
- tive research project between Khazanah Nasional Berhad and The
World Bank, identified by the Economic Planning Unit (EPU) as one
of the inputs to the 10th Malaysia Plan. This book, which primarily
targets policy makers, draws on a strong body of empirical work con-
ducted in a dozen technical background papers contributed by a
team of internationally-renowned researchers and field practitioners
of the Malaysian economy. These background papers will be pub-
lished in a separate volume.

The premise of this book is that a regional strategy to develop
the “Northern Corridor” of Malaysia is critical in encouraging the
emergence of globally-competitive clusters. For the Northern Corri-
dor to succeed, Penang, its largest conurbation, must succeed and
vice versa. However, it seems to be caught in the “middle-income
trap” and needs to reinvent itself. Penang cannot rely for much
longer on cheap labour, subsidised infrastructure and its ability to
provide suitable land for low-tech manufacturing. It must focus on
developing industries which provide economies of scale, where on-
the-job learning provides the base for continuous improvement in
productivity. This requires a new growth strategy that positions
Penang to take advantage of the new global trends. If the Northern
Corridor can escape the middle-income country (MIC) trap, then, so
can Malaysia.

The book proposes a multidimensional growth strategy which
embraces three elements: cities, talents and the economy.

A publication by Khazanah Nasional Berhad
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