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centres are built, but also how they are designed and
operated, he adds.

THE DECARBONISATION DILEMMA

Another challenge is whether Malaysia’s energy transition
can keep pace with the rapid increase in electricity demand.
Under the National Energy Transition Roadmap (NETR),
Malaysia is targeting renewable energy to account for 40%
of generation capacity by 2035 and 70% by 2050, com-
pared with 31% in 2025, But installed capacity does not
necessarily translate directly into electricity generation.

Roland Berger’s Billen points to the July 2026 electricity
mix in Peninsular Malaysia, when renewables accounted
for only 4.8% of electricity generation, comprising 2.6%
solar and 2.2% hydro. Coal and gas remained dominant
at 57.3% and 37.9% respectively.

“[Hyperscalers and other major data centre platforms]
are likely to continue building in grids that are not yet fully
green, but their location decisions may increasingly depend
on whether there is a credible pathway to additional renew-
able supply rather than simply the current grid mix.” he says.

Mechanisms such as CRESS could help provide that
pathway.

ZDATA, for instance, has signed a memorandum of
understanding for a large-scale, long-term green energy
supply programme under which renewable energy gener-
ated by two local solar farm assets will be channelled to its
site. The programme is scheduled to supply 630,000MWh
of renewable energy annually from 2028,

For MPSEA's Lee, the transition also represents an
opportunity to strengthen Malaysia’s domestic renew-
able energy industry. He says Malaysia already has a
mature local renewable energy industry capable of sup-
porting the expansion, even though local companies
face competition from foreign players offering lower
project costs.

Data centres are not highly labour-intensive once op-

are becoming harder to ignore

As more projects compete for electricity, grid capacity and water, the limits of Johor's infrastructure

ZDATA says its facility in Gelang Patah uses 100% reclaimed water
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erational, but Lee sees potential for the industry to act as
a catalyst for longer-term human capital development,
particularly through partnerships between data centre
operators and local universities on Al programmes. This
would allow the benefits of data centre investment to ex-
tend beyond physical infrastructure into skills and tech-
nology development.

PLANNING FOR 2030

By 2030, a genuinely sustainable data centre ecosystem
in Johor would look quite different from one measured
primarily by the number of projects announced or meg-
awatts committed.

Roland Berger’s Billen envisages resource-efficient data
centres operating with a high share of renewables, whether
through CRESS or on-site generation, alongside sufficient
transmission and substation capacity.

On the water side, treated wastewater could become
the norm for data centre cooling, supported by dedicat-
ed pipeline infrastructure serving both data centres and
nearby industrial customers.

ZDATAS experience points to a possible model: using
treated wastewater specifically for cooling rather than
competing with municipal potable water supply. But
getting to this point will require significant investment
in power and water infrastructure, including renewable
generation, battery storage, grid upgrades, wastewater
treatment and pipelines.

The bigger question is who should pay for it.

Data centre operators can bear part of the investment
burden, but Billen argues that the infrastructure should form
part of a broader ecosystem and be shared with other indus-
trial users where possible. That points to more cluster-specific
planning, allowing infrastructure investments to be shared
and making the economics more viable for all parties.

For Mohit, the key metric is increasingly straightfor-
ward: the economic and digital value created for every unit
of constrained resource, particularly electricity and water.
“Going forward, the key measure should increasingly be
the economic and digital value created per unit of con-
strained resource, particularly electricity and water," he says.

“However these measures have to be rooted in commer-
cial reality and shouldn't scare away investment. Policy-
makers could consider elements such as speculative versus
committed capacity and the timeline towards utilisation,
local expenditure per MW and so on.”

He adds that data centres themselves are not highly
labour-intensive once operational, so their wider value
comes from developing local engineering and technol-
ogy supply chains, attracting cloud and Al infrastruc-
ture, and enabling downstream digital activity across
the economy,

As Johor enters the next phase of data centre expan-
sion, that distinction could become increasingly impor-
tant. The next measure of success may not be how many
gigawatts the state can attract, but how much economic
value it can generate from every gigawatt, and every drop
of water it consumes, o
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