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Abstract — Malaysia is one of the developing countries in Asia region which has formed the
vision to become high income country by the end of year 2020. It is known as Wawasan 2020
which was introduced by the former Prime Minister, Tun Dr. Mahathir bin Mohamad. To
achieve this aim, Malaysia has to make sure the achievement in all aspects of national
development which included the political stability, economic expansion, business & social-
cultural well-being and technologies & knowledge challenges. There are less than 5 years to
achieve this objective. However, Malaysia is recently facing various challenges in Asia
international business environment which shirking the foreign investors’ confidence on

investment.
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1.0 Introduction

Service sector is the Malaysia largest sector which has accounting for 25% of GDP and its
electronic industry has grown rapidly by large intra-industry trading in electronic components
where contributes 32.8% export in manufacturing sector by year 2013 (MIDA, 2015).
However, according to Trading Economics (2015), Malaysia economy has grown 4.7% in
September 2015 which is 0.2% lower than previous year in line with the market expectations.
This growth rate is considered the weakest expansion since the second quarter of year 2013.
The GDP annual growth rate of Malaysia was 4.77% in average from year 2000 to 2015
which reported by the Department of Statistic Malaysia.

Besides, referring to the last year growth rate which was 6%, Malaysia is expected to grow
slower in year 2016 (4.7%). The country is also anticipated to grow slower in year 2017
which is 5% according to World Bank (Azlee, 2015). In terms of international trade and
investments, the country exports had dropped 7.2% in October 2015 and imports had declined
20.8% in the same month. The trade balance also grew from USD 2.2 billion surplus in
September to UDS 23 billion in October 2015 (Hill, 2015). It may due to several reasons
which the depreciation of MYR has led to a critical factor. Anyway, the country’s growth is

still considered healthy in overall measurements of multi-dimension.

2.0 Literature Review

Critical reviews on Malaysia future challenges in Asia international business are mentioned in
this section. Malaysia as one of the major international business players in global market has
facing many challenges in current and upcoming years. Malaysia current Minister for
International Trade and Industry, Dato’ Sri Mustapa Mohamed had indicated that the country
will heavy promotes on domestic and international investments in high value added activities
for future by creating environment for innovation and reduce the regulatory barriers for global
businesses. It can help to attract more international investments to boost the economic
(Malaysia International Chamber of Commerce & Industry, 2013). However, when look into
the future years (year 2016 onward), Malaysia seems facing many controversial issues in
international trade and investments. It will weaker the country’s position in global
marketplace and the profit gained from international businesses is no longer guaranteed.

Besides, many upcoming sensitive issues should be avoided. There are many factors
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contributing to the challenges of international business will be discussed in the following

parts.

2.1  Economic Challenges

In following year 2016 onward, Malaysia currency value has becoming a concern for
international business. The depreciation of MYR which already reached the lowest against
USD for past 14 years was keep weakening its value and becomes the burden for many
international businesses especially imports. Bank Negara Malaysia (2012) mentioned the
depreciation of 10% in local currency will lead to an average of 6% raised in import price and
another 2% raised in consumer prices. Therefore, the imported raw materials are becoming
more expensive which directly increase the operation costs. It will affect many local
producers who are using overseas inputs in their production and sell abroad. In long term, it
will bring huge impacts on global market and weaker the country’s position in international
business. It can be seen at the report from Moody’s Investor Service (2015) saying that the
weak Ringgit is a symptom of decreasing in export revenues and worsening foreign investors’

confidence toward Malaysia bargaining power in global marketplace.

For foreign investors who take parts in automotive, airlines, power and telecommunications
industries are the losers from the weakened Ringgit Malaysia. They have to invest more
capitals to sustain the business profits. The mentioned industries have large volumes of sales
in domestic market with imported intermediate materials suffered the hit from weakening
MYR. As the result, Air Aisa X Berhad has recently reported the losses was widening to
RM125.9 Million due to the depreciated of currency (Khoo, 2015). Besides, major Japanese
car manufactures also announced the raise in car prices for Year 2016. Malaysia is facing
challenge in future international business since its competitiveness has been threated. It is

directly weaker the domestic firms’ abilities to sustain in global market.

Furthermore, the dropped in crude oil price is created a big challenge for Malaysia in its
future international business market. Malaysia is a net exporter of crude oil which the country
has experienced good profits for past decades. However, the continuously dropped in the oil
price is uncertainty in future has keep reducing the country’s competitiveness. Malaysia’s
international trade for crude oil has been reduced from RM19 billion in Year 2008 to RM6.5

billion in Year 2014. It results in lower oil export revenues causes negative net trade of RM1
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billion (Business News, 2014). In future, the oil price may continuous drop and weaker the

country incomes.

2.2  Political Challenges

According to Ranganathan and Reuters (2015), the political scandal linked to the country’s
Prime Minister has caused foreign investors pull up to 1 billion USD out of Malaysia in
September 2015. They also mentioned a huge government bonds worth approximately RM11
billion are due in year 2015 which on average 45% owned by foreign investors. They are
expected to pull their cash out instead of re-invest in Malaysia for following years. It has
reduced the Malaysia competitiveness in international business. This serious scandal has
affected the country future position in international business since foreign investors’
confidence levels might be reduced. In eyes of international investors, Malaysia has been
well-known with long term political stability compared to neighbourhoods such as Thailand
and Indonesia. However, the recent politic crisis which has seriously damaged investors’
confidence and this incident will not going to be solved in short period. Therefore, Malaysia
in future international business will be affected which not only for foreign investors, but also

affect local government-linked-enterprises that are going abroad.

Besides, the country’s foreign exchange reserves have dropped to the lowest since year 2008
which many analysts believe it is part of the political side effect (Bloomberg Business, 2015).
As a result for long term effect from political risk towards international business, there are
many huge foreign investments opportunities have withdrawn such as cold LPG storage
facility which consists of billion dollars investments (Jenny, 2015). All the political incidents
have ended up with reducing Malaysia’s competitiveness in future international trade and

investments.

Furthermore, the lack of unified government planning will also hinder the international
business. The poor collaboration between local and federal governments is the concerns for
international investments since the uncertainty will trigger the confidence from global market
(Menon & Ng, 2013). Besides, corruption is another serious political challenge can affect the
international business which Malaysia is currently ranked 37 over 150 countries (World Audit
Corruption, 2015). If the ranking is dropped in future, it can reduce the international

investors’ confidence level. Corruption is viewed as important criteria in the considerations of
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choosing foreign direct investment. Malaysia needs to improve the bribery and other
corruption practices. Meanwhile, enhance the transparency to strengthen its international

business in future.

2.3  Technologies & Knowledge Challenges

Technologies and innovation are critical challenges for Malaysia in future international trade
and investment. Globalization has make the countries connected which shaped the global
market. To strengthen the country’s position in international market, the uses of technologies
is important to build the competitive advantages. It also can attract more foreign investment
when the country has strong technology. Malaysia is still lack of technology and innovation
which many enterprises are unable to adopt the latest technology and poor in research &
development (Hashim, 2012). Besides, poor market knowledge especially the use of
information communication & technology is another barrier for Malaysia to target

international market effectively.

When look into Malaysia current technological situation, the development is mainly targets on
large cities such as Kuala Lumpur whereby other areas are not being emphasized. Multimedia
Super Corridor (MSC) still not up to the standard even though has been introduced for more
than 20 years. Internet speed is another indication of technology development which can
attract foreign investments. However, Malaysia is ranked behind Sri Lanka and Thailand in
average internet speed which considered one of the lowest speeds in the world (Malay Mail
Online, 2015). In future, it is very hard to attract the foreign investments since the world is

heading to digital generation.

Furthermore, infrastructure is another challenge for international business. Many investors
will consider this issue before the start up in new location. Malaysia needs to improve its
infrastructure to compete with other Asia countries in order to attract more international
business. Foreign investors may unwilling to set up the operations or remove the foreign
direct investments due to poor and inadequate of public transportation. Analysis had shown
that the total cost spent on traffic in Kuala Lumpur was estimated at 1.1% to 2.2% of GDP in
Year 2014 (World Bank Group, 2015).
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The current infrastructure investments had increased from RM6 billion in Year 2005 to RM16
billion in Year 2013 and expected to further grow by 9% to Year 2025 (Wong, 2014). Human
capital and knowledge also play important role in improving future international business.
Labour who has better skill, knowledge and other abilities will enhance the business
opportunities to expand the operations to global marketplace. In long term, Malaysia is facing
the challenge of strong human capital development to provide better workforce for
international business.

2.4 Business & Social-Cultural Challenges

Business & social-cultural is vital challenge for Malaysia to expand in international business.
Global marketplace is consists of more than several thousands of cities where different
location has its distinctive culture. In future, international business will cover more industries
which link more diverse geographical areas together. Therefore, differences in business &
social-cultural must be addressed by both host and home country to avoid the conflict.
Malaysia is one of the members of ASEAN which having trading relationship with another 9
countries. According to Malaysia External Trade Development Corporation, MATRADE
(2015) the total exports from January to October Year 2015 was RM664.02 billion to
countries mainly from ASEAN, China, European Union and United States of America, etc. In

future, Malaysia is expected to have more trading partners around the world.

China is Malaysia’s largest trading partner for many years since Year 2008 and further
establishes the long term relationship after construct the Malaysian-China Kuantan Industrial
Park. Both countries had set the objectives to increase the trade to USD 160 billion in Year
2017 (“Malaysia to boost economic,” 2014).Therefore, in future, these two nations will have
many trading and expected to face more challenges in international business. By
understanding the differences in culture, conflicts can be reduced. For example, China is very

particular in “Guan Xi” which is stands for building relationship with business partners.

Furthermore, Malaysia is facing the challenges of social-cultural issues when conducting
international business with different nations. This issue generally can be categorized based on
Hofstede’s four cultural dimensions which are power distance, individualism, uncertainty
avoidance and masculinity (Hill, 2013). Analysis had shown that Malaysia is very different in
these four dimensions compared to European Union and United States of America. Malaysia

always scores high in power distance and masculinity whereby western business partners are
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low in these dimensions. Therefore, it creates the challenges for Malaysia in future
international trade and investment since they are having closer trading relationship in coming
years. Besides, social-cultural plays important role in international business because it
involves sensitive issues such as religious, norms and customs. Malaysia need to pay attention

on it to avoid any conflict in global market.

3.0 Conclusion

Malaysia’s economy is facing dropped recently. However, the country is still considered
healthy and strong. The vision to become high income country by Year 2020 is uncertainty
due to many internal and external factors. International business always plays vital parts in
determining the country’s economy such as export and import. The country’s position in
international market also affects its competitiveness in global trading and investment.
Therefore, it is important to build strong relationships with trading partners to increase the
country’s GDP. Malaysia has done well in this area by working with many countries to shape
the healthy international business. It has involved in some trading alliances such as ASEAN,
etc. There are many future challenges for Malaysia in international business. When the world
is getting globalize, distance between trading partners are closer and many considerations
need to be taken care. Malaysia future challenges in international business in generally can be
categorized into political, economic, business & social-cultural and technology challenges.
Each of the categories has huge impacts on international business which will affect the

country’s competitiveness in global market position.
References

Asian Development Bank. (2015). Asian development outlook 2015 supplement:
Growth prospects soften for developing Asia. Retrieved from http://www.a db.org
/sites/ default/ files/publication/154508/ado-2015.pdf

Azlee, A. (2015). World bank predicts slower economic growth for Malaysia.
Retrieved from http://www.themalaymailonline.com/money/article/world-bank-
predicts-slower-economic-growth-for-malaysia-at-4.7pc

Bank Negara Malaysia. (2012). Impact of Ringgit appreciation on import prices and
inflation. Retrieved from http://www.bnm.gov.my/files/publicatio n/ar/en/2011 /cp
04_003_whitebox.pdf

Bloomberg Business. (2015). Malaysia scandal fuels fastest foreign exodus as stock

Volume-3 | Issue-3 | March,2017 | Paper-7 99



I] RD@ IJRDO-Journal of Business Management ISSN: 2455-6661

sink. Retrieved from http://www.bloomberg.com/news/articles/2015-08-06/malaysia-
scandal-triggers-fastest-foreign-exodus-as-stocks-slide

Business News. (2014). Impact of low oil prices. The Star Online. Retrieved from
http://www.thestar.com.my/business/business-news/2014/12/13/impact-of-low-oil-
prices/?style=biz

Hashim, F. (2012). Challenges for the internationalization of SMEs and the role of
government: The case of Malaysia. Journal of International Business and Economy,
13(1), 97-122.

Hill, C. W. L. (2013). International Business. Competing in the Global Marketplace.
(10th ed). McGraw Hill Education: New York

Hill, R. (2015). Focus Economics. Contraction in exports moderates in October.
Retrieved from http://www.focuseconomics.com/countries/malaysia /news/t
rade/contraction-in-exports-moderates-in-october

Jenny, N. (2015). Malaysia’s political risk produces mixed performance. Global risk
insights. Retrieved from http://globalriskinsights.com/2015/06/malaysias-political-
risk-produces-mixed-performance/

Khoo, D. (2015). Impact of weakening ringgit. The Star Online. Business News.
Retrieved from http://www.thestar.com.my/busines s/busines snews/ 201
5/06/13/impact-of weakening-ringgit/ ?style=biz

Malay Mail Online. (2015). Despite progress, Malaysia’s internet speed lags behind
Sri Lan ka, Thailand. Retrieved from http://www.themalaymailonline.com/mal
aysia/art icle/despi e-progress-malaysias-internet-speed-lags-behind-sri-lanka-thailand

Malaysia International Chamber of Commerce & Industry. (2013). Investment in
Malaysia-Issues challenges and future strategy. Retrieved from http://www .mycorri
dor.mala ysia .g ov.my/Documents/MICCI1%20-%20INVESTM ENT %20IN%20MA
LAYSIA %20-%2 0ISSUES, %20CH ALLEN GES%20A ND%
20FUTURE%20STRATEGY .pdf

Malaysia to boost economic ties with China. (2014, June 9). The Star Online.
Retrieved from http://www.thestar.com.my/business/business news/2014/
06/09/malaysia-to boost-economic-tie s-with-china/?style=biz

MATRADE. (2015). Trade performance: October 2015 and January — October 2015.
Retrieved from http://www.matrade.gov.my/en/malaysia-exporters-section/235-trade-
performance-2015/4435-trade-performance--october-2015-and-january-october-2015

Menon, J., & Ng, T. H. (2013). Impact of Eurozone financial shocks on southeast
Asian economics. Journal of Southeast Asian Economies, 30(2), 179-200.

MIDA. (2015). Electrical and Electronic. Retrieved from http://www.mida.Gov.my/ho
me/electrical-and-electronic/posts/

Volume-3 | Issue-3 | March,2017 | Paper-7 100



I] RD@ IJRDO-Journal of Business Management ISSN: 2455-6661

Moody’s Investor Service. (2015). Announcement: Moody’s: Malaysian ringgit
depreciation has limited overall impact but weaker commodity prices will weight on
corporate earnings. Retrieved from https://www.moo dys.com/res earch/Moodys-
Malaysian-ringgit-depreciation-has-limited-overall-impact-but-weaker--PR_334067

Ranganathan, V., & Reuters, J. C. (2015). Foreign investors may pull US$1b out of
M’sia this week. Malaysiakini. Retrieved from https://www.malays iakin
i.com/news/313862

Trading Economics. (2015). Malaysia GDP annual growth rate. Retrieved from
http://www.tradingeconomics.com/malaysia/gdp-growth-annual

Wong, C. M. (2014). Malaysia on the road to infrastructure boom. Finance Asia.
Retrieved from http://www.financeasia.com/News/393011,malaysia-on-the-road-to-
infrastructure-boom.aspx

World Audit Corruption. (2015). Corruption. Retrieved from http://w ww.worldau
dit.org/c or ruption.htm

World Bank. (2015). South Asia Economic focus spring 2015. Making the most of
cheap oil. Retrieved from http://www.worldbank.org/content/d am/World bank/docum
ent/SAR/saef-final.pdf

World Bank Group. (2015). Malaysia economic monitor, June 2015-Transforming

urban transport. Retrieved from http://www.worldba nk.org/en/country/malay
sia/publication /mal aysia-economic-monitor-june-2015

Volume-3 | Issue-3 | March,2017 | Paper-7 101





