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CHINA, MALAYSIA, AND THE BELT
AND ROAD INITIATIVE: THE CASE 
OF THE EAST COAST RAIL LINK

ling 1.6 billion US dollars, equivalent to 17.5 per 
cent of total FDI in�ow. Chinese FDI has eclipsed 
that of the Netherlands (1.1 billion), Germany 
(860.9 million), the United Kingdom (860.9 million), 
South Korea (728.5 million) and Singapore (695.4 
million). 

Riding on China’s BRI, Prime Minister Najib Razak 
endorsed the East Coast Rail Link (ECRL) during
his week-long visit to Beijing in November 2016.
With the state-owned China Communications 
Construction Company (CCCC) as the main 
contractor and the Export–Import Bank of China 
as the �nancier (via soft loans), it is poised to
better connect the relatively undeveloped states
of Malaysia’s east coast (Pahang, Terengganu
and Kelantan) to Selangor, the country’s most
prosperous state. The project’s importance is 
underlined as it was fast-tracked by the govern-
ment to commence construction in July 2017, 
rather than in late 2017 as initially expected.

For China, the ECRL represents another landmark 
BRI project with a key Southeast Asian partner. 
The ECRL also has a geopolitical dimension, for it 
connects the Kuantan Port (jointly owned by a 
Malaysian conglomerate and Guangxi Beibu Gulf 
International Port Group, another Chinese 
state-owned enterprise) on the east coast of 
Peninsular Malaysia to Port Klang on the west 
coast. This potential land bridge could provide a 

Since its independence in 1957, Malaysia has
adopted a fairly liberal stance towards international 
trade and capital to drive its economy, a strategy 
that allowed the country to become part of the 
so-called newly industrializing economies (NIEs).
Yet this model of economic development has come 
under considerable stress in recent years as
Malaysia has become less appealing in the eyes of 
international investors following the emergence
of a newer cohort of NIEs such as Vietnam and 
Poland. The country is now struggling to transition 
towards activities that add greater value, which 
require increasingly sophisticated technologies and 
higher-quality human capital.

As Malaysia �nds it increasingly di�cult to attract 
foreign direct investment (FDI) from its ‘traditional’ 
destinations (i.e. the Western bloc, Singapore and 
Japan), policymakers are forced to seek alternative 
investment dollars outside the ‘traditional’ sources. 
In other words, ‘non-traditional’ FDI providers such 
as China and Saudi Arabia are becoming attractive 
partners. In the case of China, it has emerged as an 
attractive FDI contributor, particularly since the 
formulation of the Belt and Road Initiative (BRI). 
According to the Malaysian Investment Develop-
ment Authority, China became Malaysia’s largest 
investor in 2016, contributing an investment total-

Malaysia’s Prime Minister Najib Razak (centre) looking at a model of the East Coast Rail Link with China’s State Councilor Wang 
ong (third from left) in August 2017.                                                            Source: Fotobernama
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