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Introduction

The Johor-Singapore Special Economic Zone ("JS-SEZ") symbolises a new era of collaboration between
Malaysia and Singapore. Officially inaugurated on 7 January 2025, during the 11th Malaysia-Singapore
Leaders' Retreat, the JS-SEZ aims to create a dynamic economic corridor that leverages the strengths of
both nations. This initiative, signed into agreement by Singapore's Deputy Prime Minister and Minister for
Trade and Industry, Gan Kim Yong, and Malaysia's Minister of Economy, Rafizi Ramli, and witnessed by
Prime Ministers Anwar Ibrahim and Lawrence Wong, sets forth an ambitious vision to enhance cross-
border connectivity, foster a thriving business ecosystem, and attract global investments. While the JS-SEZ
holds significant potential, both governments expect to navigate a complex landscape to ensure its long-
term viability.

The strategic rationale behind the JS-SEZ is compelling. Johor, with its abundant land, lower labour costs,
and growing manufacturing base, complements Singapore's position as a global financial hub, logistics
powerhouse, and centre for advanced manufacturing and technology. The proximity of Johor Bahru ("JB")
to Singapore, coupled with deep historical, social, and political ties, has already fostered significant cross-
border movement of capital and people. Even before the formal establishment of the JS-SEZ, both JB and
Singapore benefited from "spillover effects". JB experienced demand spillovers in industries such as data
centres, manufacturing, housing, and consumer spending, while Singapore saw a reduction in operational
costs for these industries.

The establishment of the JS-SEZ seeks to amplify these existing synergies. The agreement's core objectives
are threefold: improving cross-border goods connectivity, enabling freer movement of people, and

strengthening the business ecosystem. These pillars are designed to attract global investments by creating
a seamless and efficient economic zone. Singapore-based companies are poised to benefit significantly,
with opportunities to expand their operations overseas and establish twinned business ventures that

capitalise on the advantages offered by both Johor and Singapore. This is particularly relevant given that in
2023, Singapore was Malaysia's third-largest trading partner, with total bilateral trade amounting to
S$$123.6 billion, and the largest source of foreign direct investment ("FDI"), contributing RM43.7 billion, or
23.2% of Malaysia's total FDI. Johor, in particular, has emerged as a key investment destination for
Singapore companies, attracting RM31 billion in FDI in 2023, primarily in the manufacturing sector.

Key Benefits of the JS-SEZ

As part of the benefits of the JS-SEZ, the Johor State Government and Malaysia’s Ministry of Finance have
introduced a suite of incentives and initiatives designed to attract investment and facilitate cross-border
operations. A key component is the newly unveiled tax incentive package, which took effect from 1 January
2025. This package offers a special corporate tax rate of 5% for up to 15 years for companies undertaking
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new investments in qualifying activities, such as Al and Quantum Computing Supply Chain, Medical
Devices, Aerospace Manufacturing, and Global Services Hub. In addition, eligible knowledge workers
employed within the JS-SEZ will enjoy a personal income tax rate 15% for 10 years. These attractive tax
breaks are further complemented by tailor-made incentives for businesses operating in certain flagship
areas within the JS-SEZ, encouraging investment in strategic sectors and regions.

Beyond tax incentives, several other initiatives are also underway. The implementation of a passport-free
QR code clearance system in March 2024 at Singapore's land checkpoints with Malaysia has significantly
reduced congestion and improved traffic flow on the Causeway. Malaysia has also established the Invest
Malaysia Facilitation Centre - Johor (“IMFC-J”) as a one-stop shop to streamline and expedite the
investment process for companies seeking to establish or expand within the JS-SEZ. Furthermore,
partnerships in Technical and Vocational Education and Training (“TVET”) have been forged between
Singapore Polytechnic and the Federation of Malaysian Manufacturers (‘FMM”), Singapore's ITE Education
Services (“ITEES”) and the Johor Skills Development Centre (“JSDC”), and Republic Polytechnic and the
Johor Talent Development Council (“JTDC”). These collaborations aim to enhance industry-relevant skills
training and education programmes, ensuring a steady supply of skilled talent aligned with the needs of the
JS-SEZ. Effective as of 1 January 2025, streamlined customs procedures for land intermodal transhipments
enabled traders to obtain a single permit from Singapore Customs, replacing the previous two-permit
system and thereby reducing costs and improving efficiency.

The JS-SEZ is not only a product of bilateral cooperation but also a strategic response to the evolving global
economic landscape. The ongoing US-China trade rivalry, coupled with the uncertain trajectory of potential
further tariffs from a future US administration, has created a climate of uncertainty for businesses
worldwide. The JS-SEZ offers a compelling alternative for companies, particularly Chinese manufacturers,
seeking to diversify their supply chains and mitigate risks associated with geopolitical tensions.

Challenges Faced by the JS-SEZ

Despite the promising outlook, the JS-SEZ faces a series of challenges that could impede its progress. One
of the most significant hurdles is the sheer scale and complexity of the project. The designated economic
zone covers the Iskandar Development Region and Pengerang, spanning 3,500 square kilometres and

encompassing six local councils. This vast area necessitates the harmonisation of zoning, planning,
immigration, and employment laws across diverse jurisdictions. The need for new legislation, potentially
diverging from existing national frameworks, could lead to bureaucratic complexities, delays, and
inconsistencies in implementation.

Operational and infrastructure concerns also require careful consideration. Tangible benefits for the
Malaysian public must materialise quickly to garner lasting support. Addressing potential resource
competition, such as electricity and water, is critical, especially with growing investments in data
centres. Financial allocations for infrastructure must align with investment promotion efforts. The
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successful completion of major infrastructure projects, such as the Rapid Transit System (“RTS”) Link
between JB and Singapore (slated for completion in 2026), will be pivotal in boosting cross-border mobility
and demonstrating the tangible benefits of the JS-SEZ. Ongoing upgrades to highways, rail lines, and
seaports are also essential to reduce logistical barriers and enhance Johor's attractiveness for
manufacturing and services.

Conclusion

The Johor-Singapore Special Economic Zone represents an ambitious undertaking with the potential to
reshape the economic landscape of Southeast Asia. The synergistic combination of Johor's resources and
Singapore's expertise, coupled with a suite of attractive incentives and a strategic response to global
trends, creates a compelling proposition for investors. However, the path to success is not without its
obstacles. Navigating the complex regulatory landscape, ensuring political stability, addressing
infrastructure needs, and fostering a supportive business environment will be crucial to realising the full
potential of the JS-SEZ.

The success of the JS-SEZ hinges on a delicate balancing act, capitalising on the immense opportunities
while mitigating the inherent risks. Sustained commitment from both governments, coupled with a
proactive approach to addressing the challenges outlined above, will be essential to ensure that the JS-SEZ
fulfils its promise as a dynamic engine of economic growth and prosperity for both Malaysia and Singapore.
The coming years will be pivotal in shaping the JS-SEZ's potential as a model for regional economic
cooperation.
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Should you require any further information, please do not hesitate to contact Ken Chia or John Mark Chen:
Tel: +65 6349 8661 E-mail: kchia@cnplaw.com
Tel: +65 6349 8727 E-mail: jmchen@cnplaw.com
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