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Johor’s data centre boom is entering a new phase,
one in which the biggest question may no longe
be how much investment the state can attract, but
how much it can sustainably support.

Johor already has about 1GW of operational data
centre capacity, another 2GW under construction and a fur
ther 4GW to 5GW in announced investments, accordi
Roland Berger partner Mohit Gidwani. But as more projec
compete for electricity, grid capacity and water, the limits
of the state’s infrastructure are becoming harder to ignore.

“Systemically, it is important to shift the question from
whether Johor can attract data centres to how much c
realistically be delivered and absorbed, and what economi
value data centres generate in return for consuming in-
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POWER IS MORE THAN AGENERATION ISSUE
While electricity demand is clearly rising, Roland Ber
er partner Dieter Billen says the challenge is more nu-
anced than simply asking whether Malaysia can gene
enough power.

The country is already preparing for a significant ex-
pansion of generation capacity, driven not only by data
centres but also by further industrialisation and rising
household electricity consumption.

On the renewable energy front, the Large Scale Sol
(LSS6) programme launched in July has a total capac
2.65GW. The Corporate Renewable Energy Supply Sc
(CRESS) also allows corporate users, including data c
operators, to procure renewable electricity directly fr
renewable energy projects, with several CRESS contr
currently being negotiated with data centre companie

“[At the same time) the Energy Commission has con-
ducted tenders for new gas-fired generation capacity.
The latest NEWGEN26 tender targets 6GW to 8G
capacity, while additional regasification capacity is be
planned as Malaysia prepares for greater reliance on im-
ported gas,” says Billen.

“Nuclear power is also being considered, although no
official decision has been made and it would take at least
a decade for the first plant to come online”

The more immediate constraint is therefore not ne
sarily national generation capacity, but whether suffi
electricity can be delivered to the right locations, he explains.

“It’s not only whether enough power will be available
nationally, but whether it exists at a specific site, with ade-
quate substation and transmission capacity, without mul
ti-year queueing,” he notes, adding that this is particularly
relevant as demand becomes concentrated around estab-
lished data centre clusters such as Sedenak Tech Par
Nusajaya Tech Park.
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Nusajaya Tech Park.
Tenaga Nasional Bhd (KL:TENAGA) is responding

with a cluster-based grid strategy, modernising the gr
and concentrating transmission infrastructure investme
along identified growth corridors, with Johor among the
key active clusters.

But Billen cautions that the pace of data centre deve
opment means new generation capacity will have to c
online quickly enough to match demand.

Malaysian Photovoltaic and Sustainable Energy Asso -

The growth story remains compelling. Artificial intel-
ligence (AI)-related investment continues to drive glob-
al demand, while Johor offers available land and power,
favourable tariffs and renewable energy regulations, and
geopolitical neutrality.

But the scale of the pipeline raises a bigger question
about what comes next. Mohit estimates that the new
capacity built by 2035 could represent 15% to 25% of
Peninsular Malaysia’s total installed power generation
capacity – capacity that was built over decades to serve
the entire peninsula.

The issue is therefore no longer simply whether Johor
can accommodate more data centres, but whether its pow-
er, grid and water infrastructure can keep pace.

FROM CAPACITY TO VALUE
For policymakers, this points to the need to rethink how
the success of the data centre industry is measured. In-
vestment value and megawatts of capacity have tradition-
ally been useful indicators of the sector’s growth. But as
resources become more constrained, simply attracting
more capacity may no longer be sufficient.

“Malaysia should be selective about the data centres
it attracts – and is already doing so,” says Mohit, refer-
ring to the federal government’s Data Centre Task Force
that coordinates inter-agency approvals, as well as Johor’s
technical committee that evaluates developments and en-

Tariff reforms and requirements for longer-term power
commitments are also pushing operators to bear a more
appropriate share of the infrastructure costs associate
with the size and shape of their demand.

The trade-off is that such measures may make Johor
marginally less attractive than competing destinations.
Nevertheless, Mohit argues that the objective should not
be to maximise investment announcements or megawatts.
“Not every megawatt of data centre capacity creates the
same value for Malaysia.”

Resource efficiency should therefore form one laye
the selection criteria, with established measures such as
power usage effectiveness, water usage effectiveness and
renewable energy commitments, says Mohit.

Beyond that, he reckons that proposed data centre
velopments could be assessed according to the credibi
and likely utilisation of their capacity, local supply c
development, skilled employment and their contribu-
tion to Malaysia’s cloud, AI and wider digital ecosyste
These criteria, however, need further development and
consultation with industry players, including data ce

transmission capacity, without
multi-year queueing.”

– BILLEN, ROLAND BERGER

forces more stringent requirements, including on energy
efficiency and water usage effectiveness.

platforms, hyperscalers, construc
wider industrial value chain.
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