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ABSTRACT

Foreign Direct Investment (FDI) plays an important role as it helps to sustain the country's
economic growth by achieving the country's vision and mission. Besides, it is essential for a
country like Malaysia, as the country is one of the developing countries that wishes to expand the
economy and obtain more benefits from developed countries such as the United States of
America and China, by improving the technological advancement, gaining new skills and
knowledge, labor workforce, and the development of new infrastructure. From there, it helps
Malaysia become a stable country by improving the qualities and growth of the economy.
Moreover, Malaysia is one of developing countries that have a plan and initiative to be a country
with a stable economic performance year by year. The plan that has been introduced by Tun Dr.
Mabhathir Mohamad, Malaysia’s fourth prime minister, is “Wawasan 2020”. This plan is one of
the efforts that Tun Dr. Mahathir applied in order to boost the performance of Malaysia’s
economy in 1991. Thus, this study initially investigated the performance of Foreign Direct
Investment in Malaysia by measuring it using the macroeconomics variables such as Gross
Domestic Product (GDP), unemployment rate, interest rate and inflation rate. The time horizon
for this study would be ten years, which is from 2011 until 2020. The time series data has been
applied for this study and all the variables have been run by using the method of Ordinary Least
Square (OLS).
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CHAPTER 1

INTRODUCTION

1.1 INTRODUCTION

Malaysia is one of the developing countries which is located in Southeast Asia with 32.37
million population as at 2020. As a developing country, Malaysia must strengthen its economy by
attracting more foreign investors to ensure that the country can reap greater benefits in terms of
development, technology, new skills, and knowledge. Foreign Direct Investment (FDI) is one of
the tools that Malaysia can apply to help Malaysia become a developed country for the future.
Besides, Malaysia is one of the countries that openly receives FDI in order to become a stable
country globally, and this is in line with Malaysia's “Wawasan 2020" plan devised by Tun Dr.
Mahathir Mohamad, Malaysia's fourth Prime Minister, in order to grow the economy of the
country. Tun Dr. Mahathir Mohamad has introduced “Wawasan 2020” in 1991, with the purpose
to overcome the nine challenges, including establishing a healthy society with an economy that is
capable of competing, dynamic, robust, and resilient. Hence, it indicates that FDI plays an
important role for Malaysia in order to overcome the internal and external problems and become a

successtul country in the future like in the US and China.

Next, FDI refers to an investment made by a group of businesses or organizations in
another country in order to establish a connection by investing in the country's project. This
connection is important since it can provide more benefits and opportunities to the country in
order for them to achieve their own objectives and targets. There are two types of FDI flow which
are FDI inwards and FDI outwards. FDI inwards refers to the value or transaction made by people
outside the country in order to bring goods and economic advantages to the country in order to
boost economic growth. Meanwhile, FDI outwards implies the value or transaction made by

residents by investing its funds in the country that required funds in order to spread its power.

Thus, it is significant for developing country especially for Malaysia to seek an
opportunity by accepting FDI to build a connections between the other country in order to gain

more advantages and indirectly can give contribution towards the economy grow. It also helps



