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Abstract  
In an increasingly globalized and competitive investments landscape, emerging markets like 

Malaysia are positioning themselves as an innovation-driven economy to attract foreign 

direct investment to their startup ecosystem. With the rise of digitalization and sustainability 

as global priorities, institutional actors play a significant role in shaping startup ecosystems 

and facilitating long-term international collaboration. Therefore, this study explores how 

three key institutional actors, MIDA, the Swedish Embassy and Business Sweden, contribute 

to shaping Malaysia's attractiveness as a destination for Swedish FDI in the startup 

ecosystem.  

 

Through expert interviews and based on the OLI Framework, complemented with 

Institutional Theory, the roles of these key institutions are analyzed in relation to ownership, 

location, and internalization advantages. The findings indicate that the actors not only support 

Swedish firms with initial market entry but also foster long-term sustainability and 

competitiveness. This is achieved through policy alignment, strategic support in green and 

digital transitions, and the reduction of market uncertainty.  

 

The study concludes that early engagement with institutional actors and sensitivity to the 

local business environment are crucial for successful FDI. Although challenges such as 

limited late-stage funding and bureaucratic delays still remain, Malaysia demonstrates strong 

preparedness for sustained competitiveness through robust institutional support, strategic 

position, and cost-efficient business environment.  
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Definitions  
OLI: Ownership, location and internalization. 

MNE: Multinational enterprise. 

FDI: Foreign direct investment. 

EGS: Environmental, social and governance framework  

GTFS: Green technology financing scheme  

ASEAN: Association of Southeast Asian nations. 

MOSTI: Ministry of science, technology, and innovation  

MDEC: Malaysia digital economy corporation  

Startup ecosystem: People, organisations and resources that together create a network, 

which supports the development and growth of new businesses.  

Unicorns: Startups companies valued at over 1 billion US dollars.       

Digital transformation: The use of new technology to improve how businesses work and 

deliver value to customers.         

Emerging market: An economy that develops quickly but is not fully developed.  

JENDELA: A national initiative in Malaysia aimed at improving digital communication 

networks. 
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1.​ Introduction  

This chapter provides a comprehensive background on the rise of Malaysia's startup 

ecosystem and institutions' role in attracting foreign investments. It highlights key factors 

driving this development, along with challenges. Hence, the chapter also introduces the 

theoretical foundation, the OLI Framework, complemented by the Institutional Theory and 

presents the research question and purpose of the study. 

1.1 Background  

Southeast Asia has emerged as a vibrant hub for digital transformation and entrepreneurial 

activity. Adopting digital technologies creates a more connected and effective society by 

transforming how actors operate (Feld & Hathaway, 2020). The ASEAN region, with a 

combined GDP exceeding US$2.6 trillion and a population of over 600 million, is projected 

to become the world’s fourth largest economic area by 2050. This substantial market size and 

growing urban population serve as a strong foundation for digital innovation and startup 

activity (ASEAN Secretariat, 2022, p.10). 

 

A startup ecosystem refers to a network of organisations, people and resources that 

collectively support the creation and growth of startups (Ismail et al., 2022, p.2). These 

networks include various stakeholders, primarily entrepreneurs, but also government bodies, 

investors, and institutions, all of whom contribute to an environment that fosters innovation 

and attracts foreign direct investments (FDI). An FDI refers to a cross-border investment 

where an investor establishes a lasting interest and significant degree of influence in a foreign 

economy (OECD, 2008, p. 14). As international competition intensifies, the ability of 

Southeast Asian nations to provide supportive environments for startups is becoming 

increasingly critical for their positioning in the global economy (ERIA, 2024, p.42).  

 

To understand how governmental support contributes to the growth of Malaysia’s innovation 

landscape and attract foreign investments, this study applies the Eclectic Paradigm (OLI 

Framework), developed by Professor John Dunning in 1976. The framework suggests that the 

decision to invest abroad depends on ownership, location, and internalization advantages 

(Cavusgil et al., 2020, p.172). The OLI Framework clarifies the strategic considerations 

foreign investors evaluate when assessing Malaysia as a potential host destination (Cavusgil 
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et al., 2020, p.172). The OLI Framework will be complemented by using insights from 

Institutional Theory, particularly through the frameworks of Scott (2014) and Meyer and 

Peng (2011). By applying these theories, the study will offer insights into how Malaysia’s 

institutional environment contributes to foreign investment in its startup ecosystem and 

sustain growth within the competitive market of Southeast Asia.  

 

Among Southeast Asian nations, Malaysia stands out as one of the most dynamic players. It 

combines a rapidly evolving market with a business-friendly environment, which refers to 

strategies for making it easy for companies to operate, attracting attention from both domestic 

and international companies (OECD, 2024, p.10). To strengthen the startup ecosystem, the 

Malaysian government has introduced various initiatives, including tax incentives, funding 

programs, and support to encourage entrepreneurship (Malaysian Digital Economy 

Corporation, n.d).  

 

As a result of these initiatives, Malaysia’s startup ecosystem has expanded in size and 

matured in quality. This has resulted in several Malaysian startups reaching unicorn status, 

meaning they are valued at over one billion US dollars. This development reflects the 

country’s economic diversity, sustainability focus and innovation potential and sends positive 

signals to foreign investors, positioning the emerging Malaysian market as a promising 

investment destination (Malaysian Global Innovation & Creativity Centre, 2024). Sweden has 

demonstrated active engagement in global investment, especially emphasizing sustainable 

development through strategic focus on sectors such as green technology, transport and 

energy (Government Offices of Sweden, 2023). Malaysia's growing emphasis in these 

sectors, such as sustainability development and green transition, makes the country an ideal 

case study for understanding the dynamics of global investment strategies.  

 

Despite Malaysia’s efforts to strengthen its startup ecosystem, significant challenges remain 

that may affect its attractiveness to foreign investors. One challenge is the country’s 

difficulties in attracting and retaining highly skilled workforce (ASEAN Secretariat, 2022, 

p.10). This talent gap poses barriers to innovation and limits the capacity of startups to scale 

(Startup Genome, 2024). 
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1.2 Previous Research  

Previous research applying the Eclectic Paradigm to FDI has provided valuable insights into 

how ownership, location and internalization advantages influence foreign investors decisions 

(Dunning & Lundan, 2008). While Malaysia’s startup ecosystem has received increasing 

attention, existing literature has focused on macro-level factors, such as infrastructure and 

regulatory frameworks. However, there remains a notable gap in understanding how 

institutional support influences the firm-level decision-making process in foreign investment, 

particularly through the ownership, location, and internalization advantages.  

 

Pathan (2017), conducted an extensive empirical analysis covering 196 countries, 

highlighting key macroeconomic factors such as trademark, trade openness, and 

infrastructure. Although the study acknowledges the importance of institutional factors, these 

are mainly treated as control variables rather than as central analytical components. This 

represents a gap, especially in the context of emerging markets like Malaysia, where 

government programs and institutional actors play an essential role in fostering the startup 

ecosystem and influencing foreign investors' decisions.  

 

In line with this, previous research has highlighted the critical role of institutional quality in 

attracting FDI to emerging economies. A study by Contractor et al. (2021) found that 

countries with more efficient business regulations, stronger protection for minority 

stakeholders, and better infrastructure for international trade are likely to attract higher levels 

of FDI. These institutional components serve as important signals of stability, transparency, 

and reduce legal uncertainty, which are key factors for foreign investors assessing investment 

risks. This suggests that institutional quality is an active driver in the decision-making 

process of foreign investors.  

 

Recent research has specifically explored the role of government policies in shaping 

Malaysia’s startup ecosystem. A study by Vann et al. (2024) examines how various 

government initiatives and policy frameworks influence the growth and development of 

technology startups in Malaysia. The study highlights that Malaysia’s structured and 

long-term policy approaches, including programs like the Malaysian Digital Economy 

Blueprint, have played a significant role in fostering innovation, scalability, and contributed 

to overall startup growth. This research emphasizes the critical role of institutional support 
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and state involvement in shaping a vibrant startup ecosystem. In this context, government 

policy serves as an active driver of firm-level decisions, particularly regarding internalization 

strategies.  

 

This study addresses this gap by integrating Institutional Theory (Scott, 2014; Meyer & Peng, 

2011) with the OLI Framework to provide a more comprehensive understanding of how 

Malaysia’s institutional environment and government initiatives contribute to attracting 

Swedish FDI in its startup sector. Dunning and Lundan (2008, p.588) emphasize the need to 

incorporate institutional dynamics into the OLI Framework, especially when analyzing 

emerging markets. By focusing on the role of institutional actors and policies, this research 

aims to enrich the OLI Framework’s explanatory power in innovation-driven emerging 

markets, offering nuanced insights into how location advantages are shaped beyond 

traditional macroeconomic variables. This approach not only complements existing studies 

but also provides practical implications for institutional actors and policy makers aiming to 

enhance the attractiveness of Malaysia as an investment destination.  

 

1.3 Problem Discussion  

However, despite these well-structured and ambitious policies, it remains unclear how these 

efforts translate into concrete ownership, location and internalization advantages that attract 

Swedish FDI to the startup ecosystem in Malaysia. While promising, it is still unclear 

whether Malaysia's institutional support provides the competitive advantages necessary for 

the startup ecosystem to remain sustainable and attractive in the future.  

 

Previous research has primarily focused on macro-level indicators such as regulatory 

frameworks, while largely overlooking firm-level and informal institutional perspectives. 

Specifically there are limited insights into how foreign investors perceive and respond to 

institutional support in the emerging startup ecosystem. This lack of firm-level insight into 

how institutions influence foreign investment decisions represents a critical gap, particularly 

given the dynamic and complex emerging market like Malaysias.  

 

To address this, the present study applies the OLI Framework, complemented by the 

Institutional Theory to analyse how formal and informal institutional support influence 
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foreign investors' decision in entering the Malaysian startup ecosystem. While the OLI 

Framework provides valuable structure for analyzing FDI, it has been criticized for its static 

nature and for failing to capture the complexity of emerging markets (Cantwell & Narula 

2001, p.156). Understanding the relevance and benefits of the OLI dimensions when 

examining Malaysia’s startup landscape is critical, especially when the global competition for 

FDI intensifies (Oman, 2000, p.9). By focusing on firm-level perceptions, this study 

contributes to a more nuanced understanding of how institutional support is perceived and 

responded to by Swedish investors.  

1.4 Research Question 

The following research question have been formulated, based on the problem discussion, to 

guide the study toward achieving an answer of its purpose: 

 

Research question:  How do the institutional actors MIDA, the Swedish Embassy and 

Business Sweden contribute to shaping Malaysia's attractiveness as a destination for Swedish 

FDI in the startup ecosystem, through the OLI Framework and Institutional Theory, while 

also supporting long-term sustainability and competitiveness?  

 

This research question explores how the OLI paradigm, complemented by the Institutional 

Theory can be applied to better understand Swedish investors' decision making process when 

entering Malaysia's startup ecosystem. The OLI Framework will help identify the ownership, 

location and internalization advantages that Malaysia offers. In addition, this question 

explores how these actors support long-term sustainability, as this factor has been 

increasingly important for attracting foreign investors. By analyzing these factors, insights 

into what attracts Swedish FDI can be detected, and better understand how Malaysia can 

improve its long-term competitiveness.  

1.5 Purpose 

The purpose of this study is to examine how institutional actors contribute to strengthening 

Malaysia’s attractiveness as a destination for Swedish FDI within the startup ecosystem. By 

applying the OLI Framework, complemented with Institutional Theory, the study intends to 

identify the ownership, location, and internalization advantages that Malaysia offers. 

Furthermore, the study seeks to assess how institutional support influences the long-term 

 

 
10 



 

sustainability and competitiveness of Malaysia’s startup landscape in an increasingly dynamic 

and globalized investment environment.  

1.6 Delimitations of the Study 

This study is limited to three institutional actors: MIDA, the Swedish Embassy, and Business 

Sweden. By focusing exclusively on these institutions, the study intentionally excludes the 

perspectives of individual firms or investors. Furthermore, the study especially focuses on 

Swedish FDI, and questions posed to informants have therefore been directed forward the 

internalization of Swedish companies. While MIDA works broadly to attract FDI to 

Malaysia, all three institutions in this study primarily engage with Swedish firms in this 

context. This delimitation is motivated by the purpose of this study to only explore these 

three institutional roles in attracting Swedish FDI to Malaysia’s startup ecosystem.  
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2. Theory  

2.1 Eclectic Paradigm (OLI Framework)  

This chapter presents the theoretical frameworks used in this study. The research question is 

primarily analyzed through Dunning’s OLI Framework, which offers insights into how 

foreign investors evaluate ownership, location and internalization advantages, when 

considering FDI. This framework will be complemented by insights from the Institutional 

Theory to capture a more comprehensive analytical perspective. 
 

The Eclectic Paradigm, also known as the OLI Framework, was introduced by John Dunning 

in the late 1970s. The paradigm was conducted to provide a comprehensive framework for 

identifying and evaluating the key factors that influence the initial decision of firms engaging 

in foreign investment and the subsequent expansion of such activities (Dunning, 1980, p.1). 

According to the Eclectic Paradigm, a firm’s decision to internationalize through FDI is 

determined by the presence of three key advantages: ownership, location and internalization. 

If a firm attains all three components, it is more likely to pursue FDI strategy as a mode of 

international expansion (Cavusgil et al., 2020, p.172).  

 

Ownership advantages refer to the firm-specific intangible assets such as technological 

capabilities, trademarks, or access to capital. These advantages must be unique to the firm 

and strong enough to overcome the costs and liabilities of operating in a foreign country 

(Cavusgil et al., 2020, p.172). 

 

Location advantages describe the benefits associated with operating in a particular country, 

for instance infrastructure, skilled labor, or low labor costs. According to Dunning (1988, 

p.50), these advantages can be classified into four main types: resource-seeking, 

market-seeking, and strategic asset-seeking. These are the location-specific advantages 

existing in individual foreign countries that can be leveraged by a firm to develop and sustain 

competitive advantage (Cavusgil et al., 2020, p.172).  

 

Internalization advantages arise when a firm benefits from internalizing operations in a 

foreign country rather than outsourcing them to external partners. These advantages could for 
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instance be the firm’s ability to better control proprietary knowledge and maintain quality 

standards by keeping activities in-house (Cavusgil et al., 2020, p.173). 

 

This model is relevant to this study as it provides a structured framework for understanding 

how institutional support influences and attracts foreign investment in Malaysia’s startup 

ecosystem. By analyzing ownership advantages, the model explains how foreign investors 

leverage firm-specific advantages when entering a new market. Location advantages 

highlight why Malaysia’s strategic position, digital economy, and government initiatives 

attract FDI. Internalization advantages help clarify why foreign investors choose to keep key 

activities in-house instead of outsourcing to external partners, which is particularly important 

in a rapidly evolving startup ecosystem.  

 

2.2 Critique and Clarification of the Model 

Even though the Eclectic Paradigm Framework is viewed as one of the most comprehensive 

frameworks among FDI theories, it has received some criticism. Scholars have questioned the 

continued applicability of Dunning’s Eclectic Paradigm due to the rapidly evolving global 

business landscape (Cantwell & Naruala, 2001, p.156). Firstly, the Paradigm has been 

criticised for its static nature and being insufficiently dynamic. It does not fully address how 

organizations evolve over a period of time or how changing environments influence strategic 

decisions. Building on this critique, the Paradigm has encountered challenges to its continued 

relevance. New forms of international business activity have revealed gaps in the 

framework’s ability to predict emerging trends. Therefore, scholars have questioned whether 

the OLI Framework remains a useful analytic tool or if it requires integration with more 

recent theoretical perspectives to maintain its explanatory power (Cantwell & Naruala, 2001, 

p.156). 

 

Secondly, critics point out that the framework avoids the micro-level behaviors that shape 

internationalization. It does not deeply examine the managerial decision-making, firm culture 

or entrepreneurial factors (Dunning, 1988, p.6). These aspects are increasingly crucial for 

understanding how and why firms internationalize, particularly in the context of rapidly 

changing innovation-driven industries.  
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Lastly, the framework pays limited attention to institution and network perspectives. Since 

the late 1980s, institutions and inter-firm networks have been recognized as crucial drivers of 

international business (Dunning, 1988, p.6). However, the original OLI Framework provides 

little detailed guidance on how institutional environments and relational networks affect FDI 

decisions, particularly in emerging markets.  

 

Despite critiques of this framework, OLI remains a valuable tool for analyzing FDI decisions. 

In the development of this study, the criticisms have been considered and taken into account. 

 

2.3 Complementary Theory: Institutional Theory  

To address the critique and strengthen the findings given from the OLI Framework, a 

complementary perspective has been applied. The Institutional Theory is relevant to include 

in this study as it provides valuable information for deeper analysis on the role of institutions. 

There are different interpretations of this theory, developed by various scholars. Exploring 

multiple perspectives offers an opportunity for a more comprehensive analysis.  

 

One approach to understanding how institutions influence organizational behavior is through 

Scott's Three Pillars on Institutions (Scott, 2014). This framework describes the topic by 

addressing the three pillars; regulative, normative and cultural-cognitive. With these three 

pillars, Scott explains how institutions influence people's behaviors, decisions and how 

organisations work. The regulative pillar focuses on the formal rules, laws and regulations. 

The normative pillar is about values and norms, and the last pillar is the cultural-cognitive 

which talks about shared understandings (Scott, 2014, p.60).   

 

Another approach is Meyer and Peng (2011) explaining Institutional Theory. They explain 

the important role of institutions, particularly in more uncertain environments such as 

emerging markets. In their book “Institutions and organizations”, they describe how they 

apply Institutional Theory by examining how formal and informal institutions influence both 

individual and firm behavior. Formal institutions are presented by laws and regulations, while 

informal institutions are based on values and norms (Meyer & Peng, 2011, p.38). 
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By complementing the OLI Framework with elements from the Institutional Theory, this 

study offers a comprehensive understanding of how FDI decisions are made in emerging 

markets, such as Malaysia. As discussed in section 2.2 Critique and Clarification of the 

Model, the OLI Framework has been criticized for being too static and for failing to reflect 

how firms adapt over time in rapidly changing global environments (Cantwell & Naruala, 

2001, p.156). Since this study focuses on the startup ecosystem in Malaysia, it is important to 

capture factors beyond the ownership, location and internalization advantages. Aspects such 

as managerial behaviors and entrepreneurial decision-making play a crucial role in how 

startups internalize. The startup ecosystem often faces uncertainty and relies on legitimacy, 

making it important to explore these dimensions more closely.   

 

In this way, the Institutional Theory complements the OLI Framework by helping to fill in the 

gaps and highlighting the institutional context in which FDI decisions occur.  

 

2.4 Analytical Framework 

The following tables (2.1-2.4) will address the criteria in the OLI Framework, ownership, 

location and internalization advantage. Based on the three advantages, subcategories have 

been developed according to the questions asked during the interviews. For example, the 

three subcategories; cost and economic benefits, strategic location and market access, and 

institutional support and policies, capture all the relevant aspects related to the location 

advantages given form the interviews. Each box will be marked with one of the following 

indicators: Yes/No/To some extent/Mostly/Not assessable. These markings are made by the 

authors and based on the responses and information provided during the interviews, which 

will then be analyzed to justify the chosen evaluation.   

 

By analyzing in this way, the assessment is linked to whether investors have the advantages 

required for an investment in another country, which is the core purpose of applying the OLI 

Framework (Dunning, 1988, p.1). Additionally, since the responses came directly from 

interviews with key institutions, their role and responsibilities in contributing to this 

internalization process are incorporated.   
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Institutions play a significant role in this thesis, making it necessary to incorporate 

Institutional Theory to support the response given in the interview. Therefore, Table 2.4: 

Analytical framework for linking the institutional theory to the OLI framework, has been 

added as a complementary table that connects the findings derived from the OLI Framework 

with the Institutional Theory. Instead of marking the boxes with specific indicators, this table 

is intended to serve as an analytical tool to support OLI with the Institutional Theory. To 

connect the Institutional Theory, as outlined by Scott (2014) and Meyer & Peng (2011), their 

work will be linked to the three advantages; ownership, location and internalization.  

 

Table 2.1: Analytical framework for assessing ownership advantages  

 
Table 2.2: Analytical framework for assessing location advantages  

Location advantages  Cost and economic 
benefits  

Strategic location 
and market access 

Institutional support 
and policies  

MIDA    

The Swedish 
Embassy  

   

Business sweden     
 
Table 2.3: Analytical framework for assessing internalization advantages  

Internalization 
advantages  

Cost and economic 
benefits  

Strategic location 
and market access  

Stability and 
institutional support  

MIDA    

The Swedish Embassy     

Business Sweden     
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Ownership 
advantages  

Sustainability and 
Green Innovation  

Strong Brand 
Recognition  

Technological 
Expertise  

MIDA    

The Swedish 
Embassy  

   

Business Sweden     



 

Table 2.4: Analytical framework for linking the institutional theory to the OLI framework  
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Institutional Theory  Ownership 
advantage  

Location advantage  Internalization 
advantage  

Scott's three pillars      

Meyer and Peng     



 

3. Methodology 
This chapter explains the methodology used to investigate the research question. It outlines the 

qualitative and exploratory research design, explains the application of a deductive approach based 

on the chosen frameworks, and describes the process of data collection and analysis. Additionally, it 

discusses research quality, ethical considerations and limitations of the study. 

3.1 Preparation 

3.1.1 Qualitative Method 

This study applies a qualitative research approach to gain a deeper and more nuanced 

understanding of the subject. Qualitative research, as described by Patel and Davidson 

(2019), focuses on exploring human experiences in their natural contexts, where perspectives 

may differ based on individual backgrounds and experiences. 

A limitation of the qualitative approach is the absence of a universal method, which means 

that the researcher’s interpretation and processing of the material can affect the transparency 

and generalizability of the result. Furthermore, qualitative studies are time-consuming and 

usually require multiple revisions before a refined report is achieved (Patel & Davidson, 

2019, p.150-153).  

This study adopts an exploratory qualitative approach. According to Patel and Davidson 

(2019), exploratory research is suitable when a research area is relatively unexplored and the 

objective is to gain deeper understanding, generate new insights, and formulate more precise 

research problems. It is particularly useful when the research problem is not yet fully defined 

(Patel & Davidson, 2019, p.24-26). Given the dynamic and relatively under-researched nature 

of Malaysia’s startup ecosystem and the role of institutional support in attracting FDI, an 

exploratory approach is appropriate for capturing nuanced insights and identifying key 

patterns. This approach was particularly suitable for capturing how institutional dimensions, 

which are often overlooked in the OLI Framework, are experienced in Malaysia.  

3.1.2 Deductive Approach 

Bell et al. (2019) explain deductive approach as the process where research starts from 

existing theory, formulates hypotheses based on it, and then designs a research strategy to test 
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these hypotheses with empirical data. In this study, the deductive approach was applied by 

first selecting the OLI Framework as the theoretical foundation, complemented by the 

institutional theory. Based on the OLI Framework, interview questions were carefully 

designed to explore how organizations evaluate these three dimensions when considering FDI 

opportunities in Malaysia's startup ecosystem (Bell et al., 2019, p.20).  

The interview questions were structured to test how well the factors suggested by the OLI 

Framework align with the real-world considerations of relevant key representatives. During 

the data collection process, the responses were interpreted in relation to the theoretical 

concepts of ownership, location, and internalization advantages. This allowed for a 

systematic comparison between theoretical expectations and empirical findings.  

By following this process, the study maintained a link between theory and empirical 

investigation. Furthermore, the usage of the deductive approach provided a structured path to 

estimate whether the OLI Framework could sufficiently explain the role of institutional 

support in attracting foreign investment, or if new insights emerged that challenged or 

extended the framework. By complementing insights from the Institutional Framework,  

information gathered from the interviews could further be analyzed. 

Given the time constraints for this study, opting for an efficient and structured approach was 

necessary. As Bell et al. (2019) highlight, the deductive approach is especially suited for 

research designated to verify theoretical propositions by collecting and analyzing targeted 

empirical evidence. Based on the study's objective, the deductive approach ensured that data 

collection remained tightly aligned with the theoretical focus. Additionally, by starting with 

an already established theory, the study could efficiently structure its investigation, enabling 

clearer comparisons, identify patterns, and provide a more rational discussion of findings 

within the limited research timeframe (Bell et al., 2019, p.24-25). 

Despite this, the deductive approach involves limitations. According to Bell et al. (2019), one 

limitation is its assumption of a clear and direct link between theory and reality, which may 

not always exist. Researchers may also face difficulties when empirical data do not align with 

the initial hypothesis, leading to potential bias in interpretation. Additionally, this approach 

can limit flexibility as it often restricts the exploration of unexpected findings during the 

research process (Bell et al., 2019, p.21-24). 
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3.1.3 Selection of Informants  

The informants selected for this study were representatives from three key institutional actors 

supporting Swedish FDI and startup development in Malaysia. They were specifically chosen 

based on their direct involvement in the Malaysian market and their influence on the local 

business environment for Swedish companies. All informants possess in-depth, 

experience-based knowledge of the market, offering valuable insights through both 

interviews and complementary reports. Their perspectives and knowledge have been central 

to building the foundation of this study.  

 

Table 3.1: Overview of the selections of informants  

Organization  Expertise 

MIDA (Malaysian Investment Development 
Authority)  

MIDA is Malaysia’s principal agency for the 
promotion of investments. Their officers specialize in 
attracting FDI, facilitating market entry, and advising 
MNEs on regulatory frameworks and incentives. 

Business Sweden  Business Sweden works to prompt Swedish business 
interest abroad. In Malaysia, they help Swedish 
companies understand the local market, identity 
business opportunities, and establish partnerships.   

The Swedish Embassy in Kuala Lumpur  
 

The Swedish Embassy supports bilateral trade and 
economic relations. It assists Swedish companies by 
facilitating contacts, addressing trade-related issues, 
and promoting Sweden's commercial interests in 
Malaysia.  

 

3.1.4 The Informants Relevance for the Study 

The Malaysian Investment Development Authority (MIDA) helps in shaping and supporting 

the Malaysian startup ecosystem. MIDA serves as the government's main agency for FDI into 

the market. They are relevant for this study as they share insights and data about Malaysia's 

long-term strategies to remain competitive and relevant in the region.  

  

Business Sweden helps Swedish companies expand and grow internationally. Their office in 

Kuala Lumpur works to guide Swedish businesses that already are established in, or looking 

to enter the Malaysian market. With their local knowledge and networks, they help Swedish 

companies to navigate in the business environment. Their perspectives are important as they 
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understand how market trends in Malaysia are evolving, which is interesting when analyzing 

the market's future relevance.  

 

The Swedish Embassy in Kuala Lumpur represents Sweden in the Malaysian market. They 

work to strengthen trade and economic relations between Swedish companies and Malaysia. 

Interviewing the Swedish Embassy is highly relevant to this study since they offer insights in 

understanding the role of official relations in creating long-term opportunities for Swedish 

business in Malaysia.  

 

These participants were carefully selected to contribute unique and complementary 

perspectives, helping to build a comprehensive understanding of the institutional landscape in 

Malaysia. The selection reflects the study’s focus on macro-level institutional influences 

rather than firm-level strategic decision making. By solely focusing on actors that operate 

between governments, policy, and business, the study gains a deeper understanding of how 

institutional actors shape foreign investment decisions, aligning with the study’s research 

question. 

3.2 Implementation 

3.2.1 Interview Method 

Structure of the interviews 
In this study, digital live interviews were conducted using a semi-structured format, following 

the approach described by Patel and Davidson (2019). Semi-structured interviews involve 

preparing a list of specific themes to be covered, while allowing the interviewee considerable 

freedom in how they respond. The questions may follow a predetermined order, but this is not 

necessary. This format enables a conversational flow while ensuring that essential topics are 

addressed, keeping a balance between structure and openness (Patel & Davidson, 2019, 

p.105). 

 

The semi-structured interviews were chosen because they allowed for in-depth exploration of 

the informant’s perceptions and experiences while maintaining enough flexibility to capture 

unexpected insights. This method was particularly suitable for this research purpose, as the 
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objective was to identify and understand characteristics and conditions from the informant’s 

perspectives, rather than confirming predefined hypotheses (Patel & Davidson, 2019, p.105). 

 

For the follow-up interviews conducted via mail, a structured approach was applied. In 

contrast to the semi-structured interviews, these follow-up questions were prepared in 

advance and presented in a fixed order, which limited the opportunity for discussion (Patel & 

Davidson, 2019, p.98). This method was chosen because the questions aimed to clarify 

specific points raised during the initial interviews. While this approach provides less depth in 

responses, it was a useful complement by enabling more precise information in areas where 

clarification and confirmation was needed.      

 

Expert Interviews 

These interviews may also be classified as expert interviews as they involve individuals in 

serious roles with deep knowledge of the institutional framework that affects the Malaysian 

startup ecosystem. Expert interviews are helpful for understanding how strategic decisions 

are made and how policies are set up (Meuser & Nagel, 2009, p.17). Since this study focuses 

on understanding how institutional support attracts foreign investments, expert interviews 

provide important perspectives from individuals who are directly involved in shaping and 

working with policies.  

 

This study applied expert sampling, a type of purposive sampling where individuals with 

demonstrable expertise are selected to ensure the richness and relevance of the data (Etikan, 

Musa & Alkassim, 2016, p.2). By intentionally selecting a targeted group of informants, the 

study ensures that the data collected is both rich, relevant, and directly aligned with the 

research purpose. Given the nature of expert interviews, it is motivated to conduct a smaller 

number of interviews, as the focus lies in obtaining in-depth insights from carefully selected 

individuals with relevant expertise in the startup ecosystem and international business.  

 

Follow-up interviews were conducted with several of the participants. These interviews were 

text-based and conducted via email. According to Patel and Davidson (2019), it is not 

uncommon for participants to alter their views between interview sessions, or for new 

insights to arise during the interview process. A skilled researcher should be able to manage 

such developments, as they can enrich both the interview data and the upcoming analysis 
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(Patel and Davidson, 2019, p.107). However, it became clear that digital interviews were 

preferable, as the email format limited the possibility to ask follow-up questions and explore 

emerging insights in real time. The lack of direct interaction made it challenging to maintain 

the dynamic flow of the conversation, which is often crucial for obtaining deeper and more 

nuanced data in qualitative research. Due to time zone differences and the informants’ busy 

schedules, it was not always possible to conduct the interviews as digital meetings. This 

limitation could potentially affect the depth of the empirical material, and acknowledging this 

is important for understanding the scope and quality of the study’s findings.  

 

The interviews conducted through digital meetings (Teams and Skype), were each held for 

around 30 minutes. For each interview, the same structure was followed using an interview 

guide consisting of pre-prepared, guiding questions and thematic areas. As Patel and 

Davidson (2019) explain, qualitative interviews can be organized around open questions or 

themes, and it is the interviewer’s task to link these to the conversation in a way that 

facilitates dialogue while ensuring that the study’s research question are addressed (Patel and 

Davidson, 2019, p.107). Using a consistent interview guide allowed for consistency across 

interviews while maintaining the flexibility necessary for generating rich and nuanced data.  

3.2.2 Data Collection Methods 

The study was based on both primary and secondary data to gather information. The primary 

data was based on interviews conducted with key institutional actors. These interviews were 

used to explore and understand different perspectives on the role of Malaysia's startup 

ecosystem in attractive foreign investment, as well as the challenges and opportunities that 

come with it. A total of seven interviews were conducted, with four being a text-based 

interview. 

 

In addition to direct interviews, the informants also shared official documents and strategic 

policy materials that were analyzed as part of the secondary data of the empirical material. 

Examples include Malaysia's Startup Ecosystem Roadmap 2021-2030, National Energy 

Transition Roadmap, New Industrial Master Plan 2030, Fourth Industrial Revolution 2030, 

MyDIGITAL as well as international sources like The World Bank and OECD reports. An 

analysis of these documents were conducted for their relevance and direct link to the 

institutions studied. The data from the interviews, both primary and secondary, were 
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categorized based on the theoretical dimensions of the OLI Framework and systematically 

compared. Data saturation was reached after seven interviews, indicating that additional 

interviews were unlikely to generate new relevant themes or information relevant for the 

study. Data saturation is a central principle in qualitative research, referring to the point at 

which sufficient data has been collected to correctly answer the research question (Saunders 

et al., 2018). 

 

Primary data 

Table 3.2: Overview of the primary data  

Informant   Content of the 
interview  

Language  Date and time 
duration  

MIDA (Malaysian 
Investment 
Development 
Authority)  

   

Interview 1  The first interview with 
MIDA was a digital 
interview via teams. It 
began with an 
introduction, where we 
explained our research 
objectives. We then 
asked questions based on 
the interview guide 1 
(see appendix), focusing 
on the OLI framework.  

This interview was 
conducted in English  

Date: Wednesday, March 
26th 
Time duration: 26 
minutes  

Interview 2  The second interview 
with MIDA was 
conducted via email, 
where we followed up 
with additional questions 
based on the documents 
and reports provided 
after the first interview. 
These questions were 
aimed to gain a deeper 
understanding of the 
topics discussed 
previously. 

This interview was 
conducted in English  

Date: Tuesday, April 
15th  

Interview 3  The third interview was 
based on Interview 
Guide 2 (see Appendix) 
and focused on MIDA’s 
perspective on future 
challenges. The 
questions were designed 

This interview was 
conducted in English  

Date: Wednesday, May 
7th  
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to explore their views on 
Malaysia’s current 
position and what areas 
will need to be addressed 
in order to remain 
competitive in the future. 

Business Sweden     

Interview 1 The first interview with 
Business Sweden was a 
digital interview via 
teams. It began with an 
introduction, where we 
explained our research 
objectives. We then 
asked questions based on 
the interview guide 1 
(see appendix), focusing 
on the OLI framework.  

This interview was 
conducted in Swedish, 
therefore the quotes 
were translated to 
English by the authors.  

Date: Monday, April 
21th  
Time duration: 32 
minutes 

Interview 2 The second interview 
was based on Interview 
Guide 2 (see Appendix) 
and focused on Business 
Sweden's perspective on 
future challenges. The 
questions were designed 
to explore their views on 
Malaysia’s current 
position and what areas 
will need to be addressed 
in order to remain 
competitive in the future. 

This interview was 
conducted in Swedish, 
therefore the quotes 
were translated to 
English by the authors.  

Date: Tuesday, May 6th  
 

The Swedish Embassy 
in Kuala Lumpur  

   

Interview 1 The first interview with 
the Swedish Embassy in 
Kuala Lumpur was a 
digital interview via 
zoom. It began with an 
introduction, where we 
explained our research 
objectives. We then 
asked questions based on 
the interview guide 1 
(see appendix), focusing 
on the OLI framework.  

This interview was 
conducted in Swedish, 
therefore the quotes 
were translated to 
English by the authors.  

Date: Tuesday, April 
15th  
Time duration: 33 
minutes 
 

Interview 2  The third interview was 
based on Interview 
Guide 2 (see Appendix) 
and focused on the 
Swedish Embassy’s 
perspective on future 
challenges. The 

This interview was 
conducted in Swedish, 
therefore the quotes 
were translated to 
English by the authors.  

Date: Tuesday, May 6th  
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questions were designed 
to explore their views on 
Malaysia’s current 
position and what areas 
will need to be addressed 
in order to remain 
competitive in the future. 

 
Secondary data:  
Table 3.3: Overview of the secondary data  

Report: Given from informant: Link: 

Business Climate Survey for 
Swedish companies in Malaysia 
2022 

Business Sweden and the Swedish 
Embassy  

https://www.business-sweden.com
/4a81de/globalassets/insights/repo
rts/trade/business-climate-surveys/
business-climate-survey-malaysia-
2022.pdf  

KL20  The Swedish Embassy  https://www.kl20.gov.my/  

MYstartup  The Swedish Embassy  https://www.mystartup.gov.my/  

Malaysia Startup Ecosystem 
Roadmap 2021-2030 

MIDA https://www.mosti.gov.my/wp-content
/uploads/repository/penerbitan/2021/(
SUPER)%20Malaysia%20Startup%20
Ecosystem%20Roadmap%202021-20
30.pdf  

Fourth Industrial Revolution (4IR) MIDA https://ekonomi.gov.my/sites/default/fi

les/2021-07/National-4IR-Policy.pdf 

National Energy Transition Road 
Map (2023)  

MIDA https://ekonomi.gov.my/sites/default/fi
les/2023-08/National%20Energy%20
Transition%20Roadmap.pdf  

New Industrial Master Plan 2030 
(NIMP) 

MIDA https://www.nimp2030.gov.my/  

MyDIGITAL (Malaysia Digital 
Economy Blueprint) 

MIDA https://ekonomi.gov.my/sites/default/fi
les/2021-02/malaysia-digital-economy
-blueprint.pdf  

 

3.2.3 Ethical Considerations 

To ensure transparency and the protection of participants’ rights, ethical considerations were 

carefully addressed throughout the research process. The authors of this thesis maintained  

independence in relation to the selected informants to ensure that neither the results or 

presentation of the findings were influenced. Prior to the interviews, all informants were 
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provided with clear information about the study and their role in the research. Before the 

interviews, the participants gave their consent to be audio-recorded.  

 

Anonymization was ensured by withholding any personal data and referring to participants 

only by the name of their organization. Audio-recordings and transcriptions were limited to 

the authors of this thesis and were stored on password-protected devices with two-factor 

authentication enabled. All data will be permanently deleted upon the completion of the study 

to ensure that no information is shared beyond its intended use.  

 

The research design carefully considered the four main ethical principles outlined by the 

Swedish Research Council and described by Patel and Davidson (2019); (1) the information 

requirement, (2) the consent requirement, (3) the confidentiality requirement, and (4) the 

utilization requirement. Participants were thoroughly informed about the purpose of the study 

(information requirement) and were able to freely decide whether to participate (consent 

requirement). All information provided by participants was treated confidentiality and 

securely stored (confidentiality requirement). Furthermore, the collected data were 

exclusively used for the purpose of this study and not for any other purpose (utilization 

requirement) (Patel & Davidson, 2019, p.83-86). 

 

When analyzing secondary data, priority was placed on using relevant and credible sources to 

ensure accuracy and reliability of the findings. Official reports, government publications, and 

reputable databases were primarily used.  

3.2.4 Limitation of the Study 
However, there are also certain weaknesses and challenges inherent in the chosen 

methodology, qualitative approach. First, the study relied on semi-structured interviews, 

which inherently involve potential bias in self-reported data. This can include a risk that the 

information gathered reflects the informants’ subjective interpretations, shaped by personal 

experiences, organizational agenda or social biases. As a result, it could impact the objective 

and reliability of the data. To reduce the risk of bias, an open approach to unexpected themes 

during the analysis was held. 
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Additionally, due to the majority of the interviews being conducted with informants based in 

Malaysia, the substantial time difference posed challenges for maintaining consistent and 

prompt communication. Consequently, prolonged response times from the representatives 

may have influenced the overall quality and validity of the research, potentially introducing 

bias and limiting the representativeness of the findings. When conducting this study, these 

limitations have been acknowledged and carefully considered.  
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4. Results from Interviews 
This section presents the empirical results of the research based on interviews conducted with 

informants who have experience in international business and operations in the Malaysian 

startup ecosystem. The findings are organized into five main themes, which align with the key 

areas explored during the interviews. 

4.1 Institutional Actors Role and Policy Frameworks  

Informant A: MIDA  

 

“We are the principal government promotion agency index of the ministry of investment, 

trade and industry. So what we do is that we promote investment into Malaysia”.  

 

MIDA highlights their role as an agency for the Malaysian Government, in shaping and 

promoting investments into the country.  

  

“We not only assist them to enter the market, we will be with the investor for the whole 

journey. Until they want to leave the country”.  

 

Their task is dual, both to attract FDIs and to support investors throughout their entire journey 

in Malaysia. MIDA mentioned that the organization was established in 1967 and that they 

have been assisting the government in terms of shaping policy frameworks since then. Parts 

of this policy development includes identifying and prioritizing sectors that align with the 

global trends. MIDA highlights that their work helps the government understand and navigate 

the global needs and develop frameworks that align with them. MIDA frequently discussed 

the Roadmap 2030, which serves as a guide with a vision for the Malaysian startup 

ecosystem. In addition to the roadmap 2030, MIDA also highlighted the importance of 

frameworks such as the “Fourth Industrial Revolution (4IR) Policy, MyDIGITAL Blueprint 

and The New Industrial Master Plan 2030”, as they all together reflect Malaysia's vision for 

long-term stability and goals regarding sustainability. 

 

Informant B: The Swedish Embassy  

The Swedish Embassy, describes itself as a governmental institution that connects 

governmental strategies with companies working internationally. As stated by the Embassy, 
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“We invite Swedish companies [...] and connect them with Malaysian decision-makers [...], 

to create a platform for these companies”.  

  

The Embassy outlined several establishment support measures that assist companies and 

startups entering the Malaysian market. The Embassy further mentioned KL20, which is 

Kuala Lumpur's initiative focused on startups. Their ambition is to become a part of the 

global top 20 startup ecosystems. Additionally, the Embassy mentioned MYstartup, a 

government-supported platform designed to guide startups.  

 

Informant C: Business Sweden  

Business Sweden emphasized their close collaboration with the Swedish Embassy as a central 

element of their operations in Malaysia. According to Business Sweden,    

 

“We work closely with the Embassy [...]. If there is a ministerial visit, we also work with them 

to involve Swedish companies and their counterparts in this country”  

 

Business Sweden explains that their mission is dual, consisting of both investment and export 

promotion. They connect Swedish businesses with relevant stakeholders on the Malaysian 

market.  

 

“Business Sweden actually has a two-part mission. There is an investment initiative, which is 

about attracting investors to Sweden. And then there is an export initiative, which is about 

increasing Swedish exports abroad and supporting Swedish companies by increasing their 

exports”  

 

In Malaysia, their focus lies on supporting Swedish firms that are either entering or that are 

already operating in the local market. Business Sweden's role includes strategic advice and 

providing local insights.   

 

“We also have the ability, like a regular consultancy firm, to do larger projects on a time or 

project basis. [...] Sometimes we are half-state. And in some cases, we have subsidized 

services where the state subsidizes resources from us. [...] We can also do a little bigger 
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project. And it can always be from emergency acquisitions to a slightly larger market 

analysis, or sometimes also looking at several markets and evaluating which markets are the 

best. What is the most attractive for us? Or how much can we maybe sell our product on 

these different markets?” 

 

In this context, Business Sweden acts as both a public actor and a service provider. They 

combine market promotion with practical support such as market analysis for companies 

entering the market.  

 

“We also work with incubation [...] business support services. So if we want to start a legal 

entity, for example, we can support those parts. [...] HR services, you might want to hire a 

salesman on the home market, and then we can actually take them on our payroll, and then 

you don’t have to start your own company yourself in the beginning, if you want to test the 

market and so on.” 

 

Business Sweden helps companies enter new markets without immediate heavy investments, 

by offering incubation services and flexible HR solutions. This gradual approach enables 

firms to test and adapt their operations while retaining strategic control over their resources 

and processes. 

 

“But if you're going to be a bit general or generalize, then I would say that the Swedish 

company often has, like us, we're a very innovative country. We're quite far ahead in 

technology”. 

 

Business Sweden highlights that Swedish firms are often seen as highly innovative and 

technologically advanced, which they emphasized aligned well with Malaysia’s strategic 

priorities in digitalization and technological growth including initiatives such as MyDIGITAL 

(2021) and the 4IR Policy (2021). 

 

4.2 Focus on Sustainability and Green Transition 

Informant A: MIDA  
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“I would say the priority for the government now is looking more into green investment, 

green transition. And then we are looking more in terms of sustainability, ESG”   

 

During the interview with MIDA, Malaysia's efforts in the area of sustainability was 

discussed. The informant also highlighted government initiatives supporting this direction, 

such as Malaysia’s Green Technology Financing Scheme (GTFS) and Environmental, Social, 

and Governmental (ESG) incentives aligned with MNEs sustainability goals, offering grants 

for green tech startups.  

 

During the interview, MIDA referred to the National Energy Transition Roadmap issued by 

the Ministry of Economy, titled “Energizing the nation, powering our future”. This was not 

further discussed during the interview, but the informant recommended investigating these 

materials more closely afterwards.  

 

Informant B: The Swedish Embassy 

During the interview with the Swedish Embassy, sustainability and the green transition 

emerged as central themes for Swedish companies active in the region. According to the 

Embassy, a key similarity among these companies is their involvement in various aspects of 

environmental transitions. They described, 

 

 “The common factor for most companies here is that they work with different aspects of the 

green transition. It can be green transportation, like Volvo Trucks.” 

 

Beyond transportation, efforts are also being directed towards sustainability initiatives in 

other sectors. The Swedish Embassy highlighted ongoing work within the Malaysian port 

sectors. These activities reflect broader ambitions to contribute to Malaysia’s shift towards 

more sustainable practices.  

 

“Green transition is a major area, and it remains important” 

 

Further, they addressed the importance of this subject and the country’s ambition to align 

with this emerging trend. 
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Informant C: Business Sweden  

Business Sweden referred to their ongoing work on sustainability through a specific initiative 

known as the “Business Climate Survey For Swedish companies in Malaysia". Their latest 

edition was published in 2022, and they informed that there will be a new edition released in 

the beginning of June 2025. According to the informant, the survey is distributed to all 

Swedish companies operating in Malaysia and collects insights on their perspective of the 

local business climate, including the main challenges they face. Business Sweden highlighted 

that this survey serves as a tool to better understand emerging trends and policy needs from 

all stakeholders perspectives. This was not explored further during the interview, but the 

informant suggested reviewing the relevant document in more detail.  

 

“And we’re also very good at sustainability, the sustainable aspect. So that’s often something 

that Swedish companies lift in a lot of their market follow-up. And that’s what makes Sweden 

a bit known for and stands out.”  

 

They also highlighted that sustainability is a key strength for Swedish companies. The focus 

on the sustainability aspect of the product is something Sweden is recognized for 

internationally.  

 

4.3 Competitive Disadvantages  

Informant A: MIDA  

During the interview, MIDA framed their responses on competitive disadvantages by 

comparing Malaysia with nearby regional competitors, especially Singapore, in order to put 

the challenges into perspective.  

 

“In terms of infrastructure, Malaysia is still catching up, especially when it comes to 5G and 

broadband. Singapore is ahead”  

 

Another disadvantage highlighted was the limited access to venture capital funding. The 

informant explained that the Malaysian VC market was valued at USD 1.2 billion in 2023, 

which is a fraction of Singapore's USD 8.1 billion. This gap was described as a key challenge 

for scaling startups in the country.  
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Challenges related to regulation and administrative processes were also mentioned during the 

interview. MIDA specifically addressed the bureaucratic delays, such as those concerning 

licensing processes. Further, it was explained that MIDA’s Digital Investment Office aims to 

tackle these issues by simplifying application procedures and reducing delays.  

 

Informant B: The Swedish Embassy 

 

“Swedish companies view the market positively, not least as a springboard to a broader 

region”.  

 

While Malaysia is described as a trade- and investment-friendly country, Swedish companies 

still report several challenges in the market. In the interview with the Swedish Embassy they 

brought up that earlier reported trade barriers still persist. One limitation that was described 

was the lack of free trade agreement (FTA) between Malaysia and the European Union. 

However, during the interview, it was emphasized that in January this year, the two parties 

announced that negotiations on such an agreement would be resumed.   

 

In addition, Malaysian entering the Regional Comprehensive Economic Partnership (RCEP) 

and Compernesive and Progressive Agreement for Trans-Pacific Partnership (CPTPP) was 

also describes as having consequences for European companies, as they do not have access to 

the same benefits, such as reduced tariff rates, enjoyed by member countries in these 

agreements.   

 

Several challenges regarding European companies operating in Malaysia were also raised, 

especially the Bumiputera policy, 

 

“The so-called Bumiputera policy, a system that grants privileges primarily to the 

Malay-Muslim majority, continue to create disparities in public procurement, rights to trade 

certain goods, access to universities, public sectors employment and more”   
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As highlighted during the interview, the policy is intended to support the Bumiputera 

population, however it may also result in structural conditions that pose challenges for 

foreign investors.  

  

“Challenges also exist regarding long processing time from autorites, corruption and the 

availability of qualified labor” 

 

They also pointed out that there are existing barriers within the business environment that 

may hinder efficient operations and smooth market entry. 

 

Informant C: Business Sweden 

In the interview with Business Sweden, one potential competitive disadvantage that was 

brought up was identifying and accessing niche customer segments for Swedish companies 

entering the Malaysian market.  

 

“Sometimes it is quite a niche industrial product that maybe does not exist. It is not always 

business to consumer, it is also a lot of business to business. Then you have to look at which 

customers do we have? Are there industries emerging in this country?” 
 
This highlights the complexity Swedish firms may face when trying to match their products 

or services with the demand in the market.  

4.4 Investment Climate and Attractiveness for FDI 

 
Informant A: MIDA  

According to MIDA, Malaysia offers a cost-effective investment environment, characterized 

by lower rental and labor costs compared to neighboring countries. This cost advantage is 

considered an important factor in attracting FDI. 

 

In terms of sectoral strengths, MIDA emphasized the government’s focus on moving 

Malaysia up the value-chain by developing high potential growth sectors such as 

semiconductors, aerospace, pharmaceuticals, and digital technology. MIDA stated that, 
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“Malaysia is not just a low-cost manufacturing base anymore, we are moving up the value 

chain especially in tech and innovation. [...] a gateway into ASEAN, with easy access to 

major markets like China and India.”  

 

MIDA highlighted that Malaysia’s strategic location within ASEAN gives companies access 

to a large regional market of 670 million people. This advantage is further strengthened by 

free trade agreements such as RCEP and CPTPP, which reduced trade barriers and facilitate 

easier market entry across the region. The country’s geographic positioning enables 

companies to reach both Southeast Asian and broader Asia-Pacific markets effectively.  

 

“We have this business-friendly investment policy, where we allow 100% foreign equity 

ownership in manufacturing and some selected services sectors.” 

 

This quote emphasizes Malaysia’s commitment to enabling foreign investors to fully own 

their subsidiaries, without needing a local partner. This policy is designed to create a more 

open and accessible investment environment for international businesses. 

 

“Malaysia is a very business-friendly country with a stable economy, which gives confidence 

to investors”.  

 

MIDA also highlighted the country’s strong economic fundamentals and political stability, 

noting that stability is seen as a critical factor for long-term investment decisions.  

 

Malaysia's digital infrastructure was further highlighted as a key strength. MIDA pointed out 

that Malaysia has made significant strides in digital connectivity with 97% 4G coverage and 

5G rollout in urban areas, achieving 80% 5G coverage in Greater Kuala Lumpur by 2024,  as 

reflected in the JENDELA program. The continued investment in digital connectivity 

including the expansion of 5G and nationwide fiber coverage, further enhanced Malaysia’s 

competitiveness in attracting FDI.  

 

Informant B: The Swedish Embassy  

The Swedish Embassy highlighted the country's high performance in the World Bank’s Ease 

of Doing Business (2020) rankings as an important factor for FDI attraction.  
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The Embassy emphasized Malaysia’s strategic location, describing it as considered to be 

strategically located. They also pointed out that,   

 

“Malaysia uses English as their working language, which is very important for the 

companies to feel at home in this market.” 

 

The Embassy mentioned that although corruption exists in Malaysia, it does not prevent 

companies from investing in the country. This was in contrast with other markets, where 

corruption is perceived as a more significant barrier to FDI. 

 

Similarly to what MIDA highlighted, the Embassy emphasized that labour is cheap and added 

that companies relocate production from Europe to Asia mainly because the workforce is 

both competent and cheaper.  

 

“The energy issue has become more significant, and they’ve established these large data 

centers in the Johor area because they can offer cheap land, cheap labor, and cheap energy.” 

 

The Embassy further noted that Malaysia can offer cheap land, cheap labor, and cheap 

energy, which has been particularly relevant for the establishment of large data centers in 

recent years.  

 

The Embassy also referred to the country’s projected GDP growth of 5.1% in 2024, which 

surpasses the government's earlier forecast and was highlighted as a positive sign of 

Malaysia’s ongoing economic development.   

 

“It is about clear business opportunities that are expanding, the entire infrastructure sectors 

as Malaysia continues to develop [...]. These are the kinds of business opportunities Malaysia 

has emphasized in its national development plans [...]. It's a combination of where we see 

potential and where Swedish companies have relevant expertise.” 

 

This quote indicates that Malaysia is experiencing significant growth within 

infrastructure-related sectors, which align with the country’s national development plans. The 
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Embassy further emphasized that these sectors align with areas of expertise commonly found 

among Swedish companies.  

 

Informant C: Business Sweden  

Malaysia has experienced high political stability and good economic growth over the years. 

As Business Sweden mentioned, 

 

“It is a country that has had quite high political stability. It has had quite a good growth in 

many years”. [...] “Malaysia is on its way to becoming one of the highest-income countries, 

with the country being described as “a fairly developed country in Southeast Asia”.  

 

In terms of workforce, Malaysia is noted to have quite a well-trained workforce, which 

Business Sweden identified as an important aspect for attracting foreign investment in the 

region.  

  

“Malaysia is quite strategic. It’s in the middle of the region, so there are a lot of countries 

around it.”  

 

Regarding Malaysia’s location, it is considered strategic according to Business Sweden. The 

proximity to Singapore was also mentioned, both as a benefit and a disadvantage, 

highlighting the influence of neighboring markets.  

 

Cost considerations were also brought up. Business Sweden stated that Malaysia offers a 

lower cost compared to Singapore, suggesting relative cost advantages in Malaysia.  

 

“[..]doing proper homework is crucial to mitigate the risk.” 

 

Finally, Business Sweden emphasized the importance of being well-prepared before entering 

the Malaysian market, highlighting that planning is crucial to ensure a successful market 

entry.  
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4.5 Long-Term Sustainability and Policy Alignment 

 
Informant A: MIDA  

 

“Malaysia has strong fundamentals to remain competitive over the long term.” 

MIDA highlights that Malaysia’s startup ecosystem benefits from continuous growth in 

sectors such as fintech, digital services, and sustainability-focused solutions. However, they 

acknowledge that challenges remain, particularly related to scaling access to late-stage 

funding, developing tech talent, and ensuring responsive regulatory support. However, with 

sustained commitment from both public and private sectors, they believe the outlook remains 

positive.  

“Regular reviews and adjustments will be important to keep policies relevant to changing 

market needs [...].” 

MIDA emphasizes that while agencies like Malaysian Digital Economy Corporation (MDEC) 

and Ministry of Science, Technology, and Innovation (MOSTI) have successfully laid the 

groundwork for early-stage development, it will be crucial for Malaysia to continuously 

update and adapt its policies. Ensuring that initiatives support startups not only during their 

early phases but also as they grow and scale is seen as vital for long-term sustainability.  

“[...] more structured soft landing programmes, improved IP frameworks, and bilateral 

innovation platforms would go a long way.” 

To enhance Malaysia’s attractiveness for Swedish startups, MIDA suggests implementing 

practical measures aimed at lowering entry barriers. Such initiatives would facilitate easier 

market entry and strengthen Malaysia’s position as a regional hub for companies expanding 

into Southeast Asia.  

“We actively support potential investors by providing market insights, making strategic 

introductions, and assisting with on-the-ground facilitation.” 

Although MIDA is not the policymaking agency for startups, they plan an active role in 

supporting foreign companies. From their office in Stockholm, MIDA works to connect 
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Swedish stakeholders with the Malaysian startup ecosystem and assist investors in navigating 

opportunities in the market.  

 

Informant B: The Swedish Embassy 

 

“The common factor for most companies here is that they work with different aspects of the 

green transition. It can be green transportation, like Volvo Trucks.” 

 

This statement from the Swedish Embassy highlights that many companies operating in 

Malaysia are engaged in various areas related to the green transition, with Volvo Trucks and 

green transportation being one example.  

 

“Green transition is a major area, and it remains important” 

 

The Swedish Embassy further emphasized that the topic of green transition holds a central 

position and continues to be of significant relevance both in Malaysia and globally. 

 

Informant C: Business Sweden  

Regarding long-term sustainability, Business Sweden once again referred to the Business 

Climate Survey (2022). The survey highlighted that already established Swedish companies 

in Malaysia are looking to expand, with particular emphasis on markets within the country 

that show strong potential, especially Borneo.   

 

Business Sweden highlighted that Swedish companies frequently emphasize the sustainability 

focus in their market activities. According to them, this consistent focus has contributed to 

Sweden's reputation as a country strongly associated with sustainability practices.  

 

“The Embassy and Business Sweden will continue their efforts to support Swedish companies 

seeking to establish a presence in Malaysia and the broader region. These efforts will focus 

on providing assistance during the establishment phase [...] “ 

 

The Embassy and Business Sweden (Team Sweden) highlighted their continued future 

support for Swedish companies wanting to establish a presence in Malaysia. They continued 
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by emphasizing that the focus is on supporting companies during the initial establishment 

phase by connecting them with Malaysian authorities and sharing insights from previous 

market entries. 
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5. Analysis 
In this section, a deeper analysis of the interviews will be conducted using the OLI 

Framework, complemented by the Institutional Theory. The analysis will then explore how 

the institutions contribute to the relevance and long-term sustainability of Malaysia's startup 

ecosystem. The combined theoretical approach enables a structured and comprehensive 

examination of the empirical findings and provides a strong foundation for addressing the 

research question.  

 

5.1 Eclectic Paradigm (OLI Framework) 

5.1.1 Ownership: The Role of Knowledge and Resource in Investment 
Decisions 

OLI 

The analysis in this section highlights the importance of firm-specific resources and 

capabilities in driving successful FDI, particularly in Malaysia’s growing startup ecosystem, 

and how institutional actors help Swedish investors benefit from these. According to 

Dunning’s OLI Framework, ownership advantages refer to the unique, firm-specific assets 

that firms hold, such as proprietary technology, strong brands, innovation capacity, and 

managerial expertise, that provide a competitive advantage in international markets (Cavusgil 

et al., 2020, p.172). 

 

To explore the contribution of institutional actors such as MIDA, the Swedish Embassy, and 

Business Sweden in helping enhance Malaysia’s appeal as a destination for especially 

Swedish FDI in the startup ecosystem, this section focuses on how they help Swedish firms 

utilize their ownership advantages. The analysis is organized into three key dimensions: 

sustainability and green transition, brand recognition, and technological expertise. The table 

below presents an overview of how each institutional actor supports the realization of these 

ownership advantages, based on insights gathered from the interviews.  
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Table 2.1: Analytical framework for assessing ownership advantages  

Ownership 
advantages  

Sustainability and 
green Innovation  

Strong brand 
recognition  

Technological 
expertise  

MIDA Yes Yes Yes 

The Swedish 
Embassy  

Yes Yes Yes 

Business Sweden  Yes Mostly Mostly 
Note: Own analysis based on interview findings  
 

Sustainability and Green Innovation 

Sustainability and green innovation has become central themes for companies operating in 

Malaysia, particularly for Swedish firms seeking to leverage their competitive advantages in 

new markets. This represents intangible ownership advantages, which are assets grounded in 

a long-standing national focus on environmental and ethical business practices (Lundan, 

2010, p.60). Within the OLI Framework, such advantages are considered firm-specific 

resources that can be transferred and utilized internationally (Dunning, 1980, p.48). Through 

active institutional support, these capabilities are transformed into ownership advantages that 

align close with Malaysia's green transition priorities.  

 

Institutional actors do not create these advantages, but they play a critical role in helping 

firms leverage them. MIDA for instance, promotes ESG-aligned investments and 

implementing policies such as Green Technology Financing Scheme (GFTS) and National 

Energy Transition Roadmap (2023). These initiatives signal a clear institutional commitment 

to sustainable development, which creates a regulatory environment that favors companies 

already equipped with sustainability-driven capabilities.  

 

The Swedish Embassy complements this by facilitating the integration of Swedish firms into 

Malaysia's green agenda. Volvo Trucks’ involvement in green transport initiatives was noted 

as a concrete example of how Swedish companies contribute to Malaysia’s broader green 

transition efforts. This ability to align firm-specific expertise with host-country goals 

enhances their international competitiveness. Business Sweden emphasized that Swedish 
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firms are internationally recognized for prioritizing sustainability. This sustainability focus is 

embedded in both product offerings and strategic identity, which strengthen their global brand 

and increase legitimacy in foreign markets.  

 

This approach creates ownership advantages for foreign investors by offering access to 

unique incentives and a supportive regulatory environment tailored to companies that 

prioritize these standards (Dunning & Lundan, 2008, p.580). This ownership advantage goes 

beyond financial incentives by further including enhanced reputation, easier market access 

and potential collaboration opportunities within Malaysia’s growing network of green 

technology initiatives.  

 

Table assessment: 

The analysis shows that all three institutional actors emphasized the strategic relevance of 

sustainability and green innovation as a key ownership advantage for Swedish firms 

operating in Malaysia. Both MIDA and the Swedish Embassy underlined that ESG principles 

are now central to investment priorities and that Malaysia actively looks for companies 

aligned with green values. Business Sweden also highlighted sustainability as a core strength 

of Swedish companies, noting how it differentiates them in market follow-ups and 

contributes to Sweden’s reputation abroad. As all three actors underscores the importance of 

aligning with Malaysia’s green transition goals, each was marked as “yes” in the table under 

sustainability and green innovation as an ownership advantage.  

 

Strong Brand Recognition 

Strong brand recognition is a critical ownership advantage for Swedish companies seeking to 

succeed in international markets (Cavusgil et al., 2020, p.172). Within the OLI Framework, 

brand recognition is considered an intangible, firm-specific asset that contributes to sustained 

competitive advantage in foreign markets. Intangible assets such as brand equity and 

reputation are difficult to replicate, helping firms reduce uncertainty, build legitimacy, and 

enter new markets more smoothly (Nakamura, 2001, as cited in Madhani, 2012). While these 

advantages are developed internally by firms, institutional actors play an essential role in 

enhancing their effect by providing visibility, legitimacy, and strategic alignment with 

national development goals.  
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MIDA functions as a strategic gateway for international firms and contributes to brand 

recognition by positioning Malaysia as an attractive and investment-friendly environment and 

offering government support. For Swedish firms, collaboration with MIDA can strengthen 

ownership advantages, especially brand recognition and institutional support. By receiving 

active support from this reliable and well-known government agency, Swedish firms gain 

increased visibility and credibility in the Malaysian market. This institutional support 

increases their trustworthiness among local stakeholders and can be seen as a strategic 

intangible asset within the OLI Framework (Eden & Dai, 2010, p.25).  

 

The Swedish Embassy strengthens these advantages by actively working to increase Swedish 

companies visibility in the Malaysian market. Through active engagement in 

innovation-focused initiatives, such as KL20, a national initiative driven by Malaysia’s 

Ministry of Economy to position Kuala Lumpur as one of the world’s leading startup hubs by 

2030, Swedish firms gain visibility in high priority sectors (KL20 Summit, 2024). This 

association increases their relevance and strengthens their brand as forward-thinking and 

aligned with Malaysia’s strategic direction. By doing this, the Embassy serves as a link 

between Swedish firms' unique brand assets and Malaysian institutional goals, and thereby 

strengthening the impact of their ownership advantages. 

 

Business Sweden also supports this process by helping Swedish firms gain access to 

governmental events. Occasions like diplomatic events and ministerial visits provide a 

platform for Swedish companies to be positioned alongside key Malaysian stakeholders, 

further increasing their credibility and long-term visibility on the local market. By fostering 

these engagements, Business Sweden helps Swedish firms position themselves as reliable and 

innovative partners aligning with national development goals. These efforts help strengthen 

the firms’ brand reputation, which is a core component of ownership advantages in the OLI 

Framework (Cavusgil et al., 2020, p.172). 

 

Table assessment: 

The analysis shows that all three institutional actors contribute to strengthening Swedish 

firms’ ownership advantages through improved brand recognition in Malaysia. MIDA 

actively promotes Malaysia as an investment destination and offers government-backed 
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support that increases the credibility and visibility of Swedish companies. This institutional 

support strengthens brand recognition and was therefore marked with “yes”. Further, the 

Swedish Embassy helps position Swedish firms within innovation initiatives, such as KL20. 

Their engagement builds trust and strengthens firms’ reputations which also resulted in a 

“yes”. Business Sweden encourages stakeholder engagement and business-to-government 

connections, improving firms’ local legitimacy and long-term visibility. As brand recognition 

is supported but not their main focus and was not further mentioned in the interviews, they 

were therefore marked with a “mostly”.  

 

Technology Expertise 

Technological expertise is an essential form of intangible asset that Swedish firms can 

leverage as ownership advantages when investing in Malaysia. Others have defined 

intangible assets as knowledge, skills, and talent at the individual level and as databases, 

technology, and routines at the organizational level (Johanson et al., 1998, as cited in 

Madhani, 2012). Within the OLI Framework, such intangible assets are considered 

firm-specific resources that provide competitive advantages in foreign markets (Dunning, 

1980, p.48). This technological expertise enables firms to differentiate themselves by 

providing innovative solutions and advanced digital capabilities, which aligns with 

Malaysia’s strategic development priorities.  

 

MIDA plays a central role in strengthening the realization of this ownership advantage. 

Through national initiatives such as the New Industrial Master Plan (NIMB 2030) and the 

JENDELA broadband initiative, MIDA actively promotes long-term digital transformation 

and innovation-led growth. The JENDELA program has expanded broadband access 

nationwide, achieving 97% 4G coverage and reaching 80% 5G coverage in Greater Kuala 

Lumpur by 2024. Although these initiatives are developed and implemented by the 

government, MIDA acts as a key facilitator by promoting them to foreign investors and 

integrating them into its investment promotion strategies. MIDA emphasized how Swedish 

firms with strong digital competence and technological solutions are well received in an 

environment that actually values and seeks their expertise. MIDA’s support in promoting the 

country’s business-friendly environment highlights its role in helping companies to 

effectively leverage their technological capabilities within Malaysia.  
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The cheap energy availability in the country, as highlighted by the Swedish Embassy, further 

supports Malaysia’s ambition to attract technology-driven investments. This strengthens 

Swedish firms' ownership advantages by offering an environment where such assets can be 

more effectively leveraged. They also emphasize the importance of continuously identifying 

business opportunities within Malaysia’s expanding infrastructure sector. Recent projects 

such as procurement of city buses and railway construction, represents practical examples 

where Malaysia’s national development priorities align with Swedish companies 

technological competencies and strengthens their ownership advantages in the local market. 

These initiatives are part of Malaysia’s broader national infrastructure and industrial 

strategies, developed and implemented by the Malaysian government.  

 

Business Sweden further emphasizes technology as a core strength of Swedish firms and that 

they are often seen as highly innovative and technologically advanced, aligning well with 

Malaysia’s strategic priorities in digitalization and technological growth. Malaysia’s strategic 

priorities such as the MyDIGITAL (2021) initiative and the 4IR Policy (2021), were launched 

by the Malaysian government to strengthen the country’s technological competitiveness and 

digital infrastructure. Business Sweden supports Swedish companies to adapt their digital 

solutions to Malaysian market needs. Swedish firms, with their strong ownership advantage 

in technology, are well-positioned to leverage these opportunities, offering innovative 

solutions that can support Malaysia’s digital transformation efforts.  

 
Table assessment: 
 
The analysis shows that all three institutional actors recognize the importance of Swedish 

firms’ technology expertise as a valuable ownership advantage in the Malaysian market, 

though they emphasize it to varying degrees. MIDA clearly highlights Malaysia’s digital 

readiness, innovation orientation, and policy initiatives such as NIMP 2030 and JENDELA, 

which create favorable conditions for tech-driven companies. MIDA directly links this to 

what Swedish firms can offer. Therefore, their response is marked with “yes”. The Swedish 

Embassy highlights several concrete examples that strengthen technology-related ownership 

advantages, such as growing infrastructure projects and initiatives like KL20. They highlight 

the connection between Swedish companies’ expertise and Malaysia’s priorities, which 

justifies a clear “yes”.  Business Sweden mentions technology as a general strength of 

Swedish firms and mentions how it aligns with Malaysia’s digital ambitions. Although they 
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don’t go as deep into practical examples as MIDA or the Embassy, it is evident that 

technology is seen as a clear advantage. Therefore their response is marked with “mostly”.  

 

5.1.2 Location: Malaysia’s Strategic Position and Policy Advantages 

OLI 

The findings from the interview strongly highlighted the relevance of geographical factors in 

analyzing the location advantages in Malaysia's startup ecosystem. According to Dunning, 

location advantages are described as the benefits associated with operating in a specific 

country, such as infrastructure, skilled labor, and low labor costs, which can result in 

developing and sustaining a competitive advantage (Cavusgil et al., 2020, p.172). According 

to Dunning (1988, p.50), location advantages can be categorized as either: resource-seeking, 

market-seeking, efficiency-seeking, and strategic asset-seeking.  

 

To answer how the three institutional actors contribute to shaping Malaysia's attractiveness as 

a destination for FDI in the startup ecosystem, especially by highlighting location advantages, 

the following analysis has been conducted. The analysis of the location advantages has been 

structured into three dimensions: cost and economic benefits, strategic location and market 

access and institutional support. In the table below, an assessment of these aspects has been 

made based on the insights gathered from the interviews.  

 

Table 2.2: Analytical framework for assessing location advantages  

Location advantages  Cost and economic 
benefits  

Strategic location 
and market access  

Institutional support  
and policies  

MIDA Yes  Yes  Yes  

The Swedish Embassy  Yes  Mostly  Yes 

Business Sweden  Yes Mostly  Yes  
Note: Own analysis based in interview findings  
 
Cost and economic benefits 

One of the most consistently emphasized benefits in the interviews was Malaysia’s cost 

efficiency, particularly in terms of labor and operational expenses. Within Dunning’s OLI 
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Framework, cost efficiency represents a key location-specific advantage, as firms seek to 

internationalize in countries where they can minimize input costs without sacrificing market 

access or operational efficiency (Cavusgil et al., 2020, p.172). This illustrates 

efficiency-seeking investments, which aim to optimize production and operational costs by 

taking advantage of favorable local factors such as Malaysia’s competitive labor coasts and 

efficient business regulations (Nachum, 2000, as cited in Wilson & Baack, 2012). This allows 

firms to sustain competitive advantages by optimizing their cost structures while benefiting 

from the host country’s market potential.  

 

MIDA highlights that Malaysia offers significantly lower labor and rental costs compared to 

key regional competitors, such as Singapore. This cost advantage is particularly attractive for 

companies with limited capital, enabling market entry into a rapidly growing ecosystem 

without the higher financial burden associated with more expensive markets. At the same 

time, MIDA further noted Malaysia’s strategic effort to move up the value chain by investing 

in high-tech industries and the digital economy, further strengthening its long-term economic 

prospects. This strategic focus broadens Malaysia’s location advantages from short-term cost 

savings to long-term competitiveness and sustainability. 

 

The Swedish Embassy supported this view by highlighting the overall strength of Malaysia’s 

business climate, emphasizing macroeconomic indicators such as the projected GDP growth 

of 5.1% for 2024 and positive performance in Ease of Doing Business Index. These factors 

contribute to positioning Malaysia as a stable and predictable market environment, with 

reduced uncertainty and increased legitimacy for Swedish investors. This is further supported 

by the Business Climate Survey (2022), which confirms that Swedish firms value Malaysia’s 

cost efficiency as a key driver for successful business operations in the region.  

 

Together, these institutional perspectives illustrate how Malaysia’s cost advantages shape 

location-specific incentives within the OLI Framework, increasing the country’s 

attractiveness as a destination for FDI.  

 

Table assessment:  

The analysis shows that all three institutional actors think that the cost advantages and 

economy in Malaysia are attractive factors for Swedish investors. MIDA and the Swedish 
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Embassy emphasize these factors as key initiatives for FDI. Business Sweden's response 

indicated agreement as well, noting that the cost efficiency is a common motivation for 

Swedish firms when entering the market. Based on this analysis, three “yes” responses were 

marked in the table under cost and economic benefits as a location advantage.  

 

Strategic Location and Market Access  

Malaysia’s geographic location in Southeast Asia represents a significant location-specific 

advantage within the OLI Framework, particularly as a market-seeking location asset 

(Dunning, 1998, p.48). According to Wilson and Baack (2012), market-seeking location 

advantages refer to attributes that allow MNEs to effectively access and serve customers in 

targeted markets, such as proximity to large and growing economies. Positioned strategically 

in Southeast Asia, Malaysia serves as a gateway to large and dynamic markets like China and 

India, and the broader ASEAN region. This geographic accessibility increases Malaysia’s 

attractiveness by linking geographic accessibility with market potential. MIDA highlights this 

strategic location as a competitive selling point for firms aiming to scale their operations 

across Asia, strengthening Malaysia’s role as a regional business hub. 

 

The Swedish Embassy highlights English as the working language, which lowers market 

entry barriers and creates a familiar environment for Swedish companies. This advantage 

further strengthens Malaysia’s market accessibility. However, the Embassy also 

acknowledged institutional constraints such as the Bumiputera policy, a policy introduced to 

improve the conditions for the indigenous population, which mandates local ownership in 

some sectors. While aimed to promote social and economic inclusion, this policy presents a 

significant barrier for Swedish companies looking to enter the market. This illustrates that 

location advantages can be weakened by regulatory challenges.  

 

Business Sweden further strengthens Malaysia's strategic location, by highlighting its central 

position within the Asian region, surrounded by major economies. This geographical 

positioning makes Malaysia an ideal hub for companies looking to establish themself in the 

Asian region. Both Business Sweden and the Business Climate Survey mention Malaysia's 

proximity to Singapore. Business Sweden further described this as having a dual effect on 

Malaysia’s location advantages. On one hand, the close distance allows Malaysia to benefit 
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from Singapore's economic success and strong business environment. On the other hand, 

Singapore's high salaries and better economic opportunities attract many of Malaysia's skilled 

workforce. This illustrates how location advantages can be double-edged offering both 

opportunities and limitations for Swedish firms seeking to invest in Malaysia.  

 

Table assessment:  

Based on this analysis, it is clear that the three institutional actors see Malaysia's strategic 

location and market access as key location advantages for foreign investors. MIDA strongly 

emphasized Malaysia as a gateway to ASEAN, resulting in a “yes” in the table. The Swedish 

Embassy highlighted the use and knowledge of English in the country as a positive factor, but 

also noted challenges as the Bumiputera policy, leading to a “mostly” in the table. Business 

Sweden emphasized the geographical location as a benefit but also pointed out challenges 

related to Singapore's influence, which also resulted in a “mostly”. 

 
Institutional Support and Policies 

Beyond structural and economic factors, the institutional support provided by MIDA, the 

Swedish Embassy, and Business Sweden is crucial in shaping Malaysia’s investment 

environment. Within the OLI Framework, this support primarily strengthens strategic 

asset-seeking location advantages, as it offers foreign firms access to innovation ecosystems, 

policy initiatives, and institutional environments that are hard to replicate elsewhere 

(Dunning, 1998, p.53). Additionally, institutional support can also contribute to 

efficiency-seeking advantages by improving ease of doing business and reducing 

administrative barriers, as well as market-seeking advantages by strengthening infrastructure 

and overall quality of governmental institutions (Nachum, 2000, as cited in Wilson & Baack, 

2012). 

MIDA’s proactive engagement in promoting the startup ecosystem, including organizing 

investment forums, offering incentives, and addressing information gaps, helps create a 

transparent and welcoming business climate. These efforts build trust and lower uncertainty 

for Swedish firms evaluating Malaysia as an investment destination.   

A particular important element highlighted by MIDA is the Malaysian Startup Ecosystem 

Roadmap SUPER (2021), developed by the Ministry of Science, Technology and Innovation. 

This roadmap sets out an ambitious vision of establishing 5,000 startups, with five of them 
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reaching unicorn status by the end of 2025 (MOSTI, 2021, p.3). This roadmap is structured 

into three phases, rapid growth (2021-2022), scaling (2023-2025), and leading (2026-2030), 

each with specific and measurable goals that signals long-term governmental commitment 

(MOSTI, 2021, p.32). For Swedish investors, this type of institutional predictability 

strengthens Malaysia’s location-specific advantages by reducing risk and encouraging 

innovation-driven growth (Contractor et al., 2021).   

MIDA highlighted its role in promoting and communicating such policies to Swedish firms, 

helping them understand Malaysia’s forward-looking vision and institutional readiness. This 

strategic governance not only strengthens Malaysia’s location advantages but also signals the 

country’s commitment to fostering a sustainable and innovation driven economy.  

The Swedish Embassy contributes to this by supporting bilateral relations, which strengthens 

confidence in Malaysia’s political and institutional stability. The Embassy highlighted the 

KL20 initiative as a further example of Malaysia's efforts to support the growth of startups 

and attract foreign investments. The initiative is intended to advance the country's digital 

economy and strengthen collaboration between international investors and local startups 

(KL20 Summit, 2024). MYStartup was another initiative highlighted by the Swedish 

Embassy, illustrating Malaysia's ambition to establish itself as a leading regional destination 

for FDI (MYStartup, n.d). These efforts demonstrate strategic asset-seeking location-specific 

advantages, as they provide access to Malaysia’s innovation ecosystem, foster collaboration 

with local startups, and support the transfer of knowledge and entrepreneurial capabilities 

(Dunning, 1998, as cited in Wilson & Baack, 2012).  

In addition to the SUPER Roadmap, Malaysia has also launched broader strategic 

frameworks such as the Fourth Industrial Revolution (4IR) Policy, the MyDIGITAL 

Blueprint, and the New Industrial Master Plan 2030 (NIMP 2030). These frameworks intend 

to improve Malaysia’s technological infrastructure and create a stable business environment, 

thereby strengthening Malaysia’s long-term location advantages and strategic relevance for 

Swedish investors.   

Business Sweden further complements the Swedish Embassy’s role by acting as a cultural 

and informational bridge, offering market knowledge and supporting Swedish firms seeking 

to navigate the Malaysian business environment. This role reduces the liability of foreignness 

and increases the value of Malaysia’s institutional support systems, which strengthens 
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location-specific advantages within the OLI Framework (Dunning and Lundan, 2008, 

pp.574-575). 

Taken together, these institutional actors and policy initiatives reflect Malaysia’s strong 

commitment to creating a competitive, innovative, and sustainable environment for foreign 

investors. As stated in the SUPER Roadmap (MOSTI 2021, p.13) : “We want innovation to 

call Malaysia home”. This message captures how the country positions itself not only as a 

market, but as a long-term partner in entrepreneurial growth and sustainable development, 

aligning closely with the location-specific advantages highlighted in Dunning’s OLI 

Framework (Dunning and Lundan, 2008, pp.574-575). 

 

Table assessment:  

The analysis shows that all three institutional actors recognize the frameworks and 

government policies as key factors in attracting foreign investors. MIDA highlights national 

strategies such as the Startup Roadmap and MyDIGITAL. The Swedish Embassy emphasized 

initiatives like KL20. Business Sweden underlined the importance of these policies by their 

role in facilitating connections. Based on this, all three were marked as “yes” in the table.  

5.1.3 Internalization: The Role of Maintaining Control  

OLI 

The findings of this study highlight the critical role of maintaining control in realizing 

internalization advantages for MNEs investing in Malaysia. According to Dunning’s OLI 

Framework, internalization advantages refer to the benefits a firm gains from managing its 

operation abroad internally rather than relying on independent firms. These advantages 

include better protection of proprietary knowledge and greater control over maintaining 

quality standards when activities are kept within the company (Cavusgil et al., 2020, p.173).  

To highlight the role of institutional actors, MIDA, the Swedish Embassy, and Business 

Sweden play an important role in strengthening Malaysia’s attractiveness as a destination for 

FDI in the startup ecosystem. They do so by directly supporting firms’ ability to internalize 

activities. The following analysis focuses on these advantages, structured around three key 

dimensions: facilitating market access, promoting a stable economic environment, and 

maintaining strategic control. In the table below, an assessment of these aspects is presented, 

based on insights gathered from the interviews.  
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Table 2.3: Analytical framework for assessing internalization advantages  

Internalization 
Advantages  

Facilitates market 
access  

Promotes a stable 
economic 
environment  

Maintaining 
strategic control  

MIDA Yes  Yes Yes 

The Swedish Embassy  Yes  Yes Yes 

Business Sweden  Yes Yes Yes 
Note: Own analysis based in interview findings  

 

Facilitates Market Access  

Facilitating access to foreign markets allows firms to retain control over key operations while 

entering a new market, which is a central part of internalization advantages within the OLI 

Framework (Cavusgil et al., 2020, p.173). MIDA is an agency that works to support Swedish 

investors throughout the market entry process. This reduces coordination risks and ensures 

firms receive the right information and connections early, to make the entry process as 

smooth as possible. When firms internalize operations instead of outsourcing key activities, 

maintaining control over customer relationships and strategic activities become central. 

MIDA’s support reduces the need to rely on external partners, which strengthens 

internalization by lowering transaction costs and keeping control over the firm’s entry process 

(Dunning, 1988, p.11).  

 

The Swedish Embassy complements this by their active involvement in promoting sectors 

where Sweden holds competitive advantages and providing direct support for firms. By 

representing Swedish business interests, the Embassy helps companies gain credibility, build 

necessary networks, and navigate the complexities of the Malaysian market. Further, the 

Embassy reflects on the strategic nature of Swedish firms’ internalization decisions. This 

underscores that Swedish companies entering Malaysia typically do so with a clear, long-term 

commitment. Such a deliberate strategy reflects a higher level of internalization, where 

companies choose to maintain strategic control over their operations abroad rather than 

outsourcing key functions. The Embassy’s facilitation of market access therefore supports 

firms in managing the risks of international expansion and securing their competitive position 

in a new and challenging environment.  
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Business Sweden supports the internalization process by providing customized market entry 

support, which facilitates Swedish firms’ access to the Malaysian startup ecosystem. By 

offering incubation services and flexible HR solutions, Business Sweden helps companies 

enter new markets without immediate heavy investments. They further highlighted this as a 

gradual approach that enables Swedish firms to test and adapt their operations while retaining 

strategic control over their resources and processes, which supports the internalization of key 

functions. By helping Swedish companies identify the most promising markets in Malaysia 

and estimate potential sales, Business Sweden enables firms to make more informed 

decisions independently, which supports the internalization of key activities rather than 

relying on external partners.  

 
Table assessment  

According to this analysis, all the institutional actors actively facilitate market access, 

justifying a “yes” rating in the table. MIDA offers start-to-end support to ensure long-term 

guidance. The Swedish Embassy helps reduce market entry barriers by providing strategic 

support. Business Sweden also provides support, especially regarding preparatory work, 

enabling Swedish firms to establish presence on the market quickly. Together, their efforts 

strengthen internalization by helping Swedish firms to enter and establish themselves in the 

market.  

 
Promotes a stable economic environment  

A stable economic environment strengthens internalization advantages by reducing the risk 

associated with foreign market operations. When macroeconomic conditions, such as steady 

GDP growth and consistent regulatory frameworks are predictable and business-friendly, 

firms are more likely to internalize key activities rather than outsource them (Contractor et 

al., 2021). As Cavusgil et al. (2020, p.173) explain, firms choose to internalize operations 

when it allows them to maintain greater control and reduce reliance on external partners 

whose reliability may vary. This is especially attractive in countries with institutional stability 

and low economic volatility.  

 

MIDA emphasizes Malaysia’s macroeconomic stability and growth potential as key factors 

that attract foreign investors. This strengthens firms' incentives to internalize operations 

within the country, ensuring that they can benefit from consistent policies, economic reliance 
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and predictable market conditions. For foreign firms, operating in a stable environment 

lowers the risks associated with internalizing key business functions such as R&D, 

production or sales. In contrast, in uncertain economies firms may prefer licensing or 

partnerships to mitigate risks, but in Malaysia the stable macroeconomic outlook encourages 

internal control. By highlighting Malaysia’s strong fundamentals and rapid GDP growth, 

MIDA promotes the country as a reliable environment for long-term investment. A strong 

economy offers growth opportunities but also strengthens institutional trust, which is crucial 

for firms in the decision-making to internalize operations abroad (Contractor et al., 2021).  

 
The Swedish Embassy also highlighted this stability as a key factor in promoting Malaysia as 

a desirable investment destination. Having confidence in a market’s long-term economic 

reliability is essential for firms to reduce perceived risk and encourages them to internalize 

key functions rather than relying on external partners. For foreign investors exploring new 

markets, establishing operation in a new market is already associated with high risk and 

uncertainty. In this context, a stable economy becomes essential. Especially when talking 

about the startup ecosystem, where smaller companies with limited capital and financial 

buffers are entering the market. A business-friendly climate and stable institutional support 

lower the entry barriers and make internalization of operations more feasible (Contractor et 

al., 2021).  

 

Business Sweden highlights Malaysia's strong and sustained economic growth as a key factor 

when creating an attractive environment for firms to internalize their operations. Consistent 

economic growth signals market potential and reduces uncertainty for foreign investors when 

seeking to establish a direct presence. This sustained economic growth indicates that 

Malaysia offers a dynamic and growing market, which is essential for firms when 

internalizing. By further highlighting Malaysia’s economic trajectory, Business Sweden 

underlines that the country’s increased development path creates a more predictable and 

stable environment for business. This helps companies justify both the costs and risks that 

internalizing their presence in the Malaysian market comes with. 

 

Table assessment:  

The internalization advantages discussed above are highly relevant in understanding how 

Swedish firms successfully enter and operate in Malaysia’s startup ecosystem. Institutional 

 

 
56 



 

actors such as MIDA, the Swedish Embassy, and Business Sweden play a crucial role in 

strengthening these internalization advantages by providing essential support in market 

access, reducing transaction costs and allowing foreign investors to maintain strategic 

control. Their active support and promotion of this stable environment justify a “yes” rating 

in the table.  

  
Maintaining strategic control  

The key reason why firms choose to internalize it is to maintain control over its operation. 

This includes control over how products are produced, marketed, and delivered, as well as 

protecting proprietary knowledge and ensuring consistency in quality and brand 

representation (Cavusgil et al., 2020, p.173). By lowering the operational risks associated 

with foreign market entry, these institutional actors actively support the internalization 

decision.  

MIDA highlights Malaysia’s business-friendly investment policies that allow Swedish firms 

to maintain full ownership of their operations. These policies support foreign investors in 

maintaining strategic control over their investments, which is an essential internalization 

advantage. Malaysia's 100% foreign equity ownership policy eliminates entry barriers faced 

when entering a new market, which strengths internalization incentives. Full ownership rights 

provide foreign investors the autonomy to control production processes and operational 

decisions without local involvement. This reduces the risks related to loss of control, 

therefore strengthening the strategic benefit of internalizing value-creating activities within 

Malaysia (Contractor et al., 2021). Furthermore, the unrestricted repatriation of capital and 

profits assures investors that they can manage their financial flows efficiently. This financial 

flexibility supports strategic control by allowing firms to efficiently allocate resources 

globally, free from restrictive government regulations and capital constraints. MIDA 

recognized that market knowledge can still pose a challenge for foreign investors. However, 

their role as a facilitator from the initial phase helps mitigate this issue, enabling firms to 

internalize operations confidently while maintaining strategic control.  

 
Maintaining internal control can be an advantage for Swedish companies internalizing into 

the Malaysian startup market for various reasons. Challenges highlighted by the Swedish 

Embassy were regarding long processing time from autorites, corruption and the availability 
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of qualified labor. These factors can cause delays, increase costs and affect efficiency, risks 

that are particularly critical for companies entering the startup ecosystem in Malaysia. The 

Bumiputra policy, which was also highlighted by the Swedish Embassy, can further 

emphasize the importance of internalization.These are factors that can significantly affect 

success, making it more advantageous to keep operations internal (Contractor et al., 2021).  

 
Business Sweden supports firms ability to maintain strategic control by enabling Swedish 

firms to establish a presence abroad without immediately relying on external partners. 

Business Sweden discussed that they provide operational and HR support that allows firms to 

test the market while retaining full control over their personnel and operations. Instead of 

outsourcing, firms can use this incubator model to internalize key functions without giving up 

autonomy. When taking on HR responsibilities such as recruitment and payroll, Business 

Sweden ensures that firms can keep decision-making power over staffing and internal 

processes. This strategic guidance is central to internalization. By encouraging firms to 

carefully evaluate which entry mode to take on, Business Sweden helps maintain strategic 

control. 

 

Table assessment:   

Based on the analysis, there is support for internalization, which justifies the “yes” in the 

rating. MIDA highlighted the possibility for full foreign ownership, strengthening firms 

supporting control. The Swedish Embassy points to challenges like bureaucratic delays and 

Bumiputera policy, factors which can be interpreted to make it more advantageous to keep 

operations internal to maintain control. Business Sweden's operational services for Swedish 

firms further support Swedish firms in internalizing key activities. Together, these factors 

create a favorable environment that encourage Swedish firms to internalize their operations 

effectively in Malaysia.   

5.2 Institutional Theory  

The application of the OLI Framework helps explain why companies choose to internalize. 

By incorporating Institutional Theory as a complementary perspective, it is possible to gain a 

deeper understanding of the factors that influence each component of OLI. Together, these 

two provide a more comprehensive analysis of the role institutions play in shaping Swedish 

investors' decision to enter the Malaysian market. To continue analyzing the interview 
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responses through the OLI Framework, Institutional Theory will be applied in this section as 

a complement to deepen the understanding of how institutions shape Swedish FDI behavior 

and decision making in Malaysia. 

Table 2.4: Analytical framework for linking the Institutional Theory to the OLI Framework  

Note: Own analysis based in interview findings  

5.2.1 Scott's Three Pillars connected to OLI  

Cultural-cognitive Pillar 

Ownership advantages can be linked to the cultural-cognitive pillar, which describes the 

shared beliefs and knowledge held within the institutions (Scott, 2014, p.67). This can be 

related to ownership advantages through the shared view on sustainability and green 

innovation between institutional actors and Swedish companies looking to establish in the 

Malaysian market.  

This can be directly linked to the findings presented in the result section. As shown in the 

result section, MIDA emphasized that the government is prioritizing sustainability through 

increased efforts in green investment and transition. As a result, Swedish that places a high 

priority on sustainability are more likely to be attracted to the Malaysian market. This was 

also highlighted by Business Sweden, noting that companies with a strong sustainable aspect 

strengthen their position in the market.  

As mentioned in the results, The Swedish Embassy noted that working with green transition 

is a common factor for most companies. These shared assumptions help create legitimacy and 

build trust for investors who prioritize sustainability, to enter the Malaysian market.  

Regulative Pillar 

 

 
59 

Institutional Theory  Ownership 
advantage  

Location advantage  Internalization 
advantage  

Scott's three pillars  Cultural-cognitive: 
Shared beliefs and 
assumptions  

Regulative pillar: 
Law and regulations  

Normative pillar: 
Values and norms 

Meyer and Peng  Informal institutions  Formal institutions  Informal institutions  



 

When looking at the location advantages, a connection can be made to the regulative pillar. 

This pillar explains how rules and laws exist to influence future behavior (Scott, 2014, p.59). 

The analysis of the location advantages noted several frameworks and initiatives, which 

serves as an example of how institutions contribute to shaping and guiding behavior. 

According to Scott, individuals create and follow laws and rules for the purpose to pursue 

their own interest. They are motivated either by the potential benefits these fuels offer or to 

avoid negative consequences  (Scott, 2014, p 62).  

This can be linked to several government initiatives introduced to achieve various objectives, 

such as the Startup Ecosystem Roadmap 2021-2030 that MIDA highlighted, which was 

developed to strengthen the startup ecosystem in Malaysia (MOSTI, 2021). 

The discussion about the government resuming a free trade agreement between Malaysia and 

the European Union, highlighted by the Swedish Embassy, is another example connected to 

the regulative pillars. If implemented, such an agreement could create numerous 

opportunities for the involved stakeholders.  

These regulatory efforts reinforce the perception of institutions' role in creating a predictable 

and supportive business environment, which in turn strengthens Malaysia's location 

advantages and makes the country an attractive market for foreign investors to establish 

themselves in.  

Normative Pillar 

The final component of the OLI Framework is the internalization advantages, which can be 

linked to the normative pillar. This pillar concerns values and norms, where values refer to 

what people see as important and norms relate to how things should be done (Scott, 2014, 

p.64).  

Based on the interview findings, the decision to internalize in Malaysia through FDI is mostly 

driven by factors such as a stable economy, ease of doing business and the rapidly growing 

economy. This is further supported by MIDAs observation that Malaysia is a highly 

business-friendly country with a stable economy, which in turn encourages Swedish investors 

to enter the market.  
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These factors contribute to Malaysia's attractiveness, but in order to succeed, it is important 

for companies to understand the business norms and values that exist within Malaysia. 

Business Sweden emphasized the importance of understanding local customer behavior. 

Connected to this, the Swedish Embassy mentioned the Bumiputra policy. This policy, 

designed to benefit the indigenous people, reflects values that the country prioritizes. 

Highlighting this is essential, as awareness of local norms is crucial for investors who choose 

to internalize their operations to achieve success. 

5.2.2 Meyer and Peng Formal and Informal Institutions connected to OLI 

Framework  

The results given from the OLI Framework can also be strengthened and linked to Meyer and 

Peng’s view on institutions by categorizing them into formal and informal institutions. These 

dimensions of institutions can also be reinforced by Scott's three pillars. The formal 

institutions, presented by laws and regulations can be supported by the regulatory pillar, 

while the informal institutions which are more based on values and norms can be supported 

by the normative and cognitive pillars (Meyer & Peng, 2011, p.39).  

 

Formal institutions contribute to the attractiveness of Malaysia's startup ecosystem by 

providing order and stability. As highlighted under the regulative pillar, which was linked to 

the location advantages, all regulations and initiatives developed by the institutions are 

relevant within this aspect. MIDAs focus on ESG-aligned investment strategies not only 

signals a location advantage within the OLI, but also demonstrates how institutional actors 

actively shape the business environment through formal policies and regular expectations, 

which reflects Scott’s regulative pillar (2014, p.59).  Similarly, the three institutions focus on 

Malaysia's geographical position and government initiatives illustrating the location 

advantages in the OLI Framework (Dunning and Lundan, 2008, p. 580). According to Meyer 

and Peng (2011), this can be linked to the effectiveness of formal institutions in minimizing 

uncertainty for investors.  

 

Informal institutions, which are based on shared values and norms, require foreign firms to 

adapt their operation to the local market. As mentioned in the result section and in the 
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analysis of Scotts normative and cultural-cognitive pillars, it is important to understand 

Malaysia's business norms and shared assumptions to succeed in the market.  

 

One of the primary functions of institutions is to minimize uncertainty in the business 

environment (Meyer & Peng, 2011, p.39). When analyzing Meyer & Peng (2011) dimensions 

on the Institutional Framework, formal institutions alone are not sufficient to reduce 

uncertainty, it must be complemented by informal institutions. It becomes clear that 

Malaysia's institutional environment consists of both degrees of formality, as it has both law 

and norms. Complementing the OLI Framework with these dimensions provides an 

understanding of whether it is beneficial for investors to internalize, along with deeper insight 

of how different institutional elements influence investment decisions.  

 

According to Meyer & Peng (2011), informal institutions require foreign firms to align their 

strategies and operations with local expectations. For Malaysia, these informal institutions are 

especially important for foreign investors as highlighted in the normative and 

cultural-cognitive pillars of Scott’s Framework (2014). They analyze shared beliefs and 

societal expectations that strongly influence business behavior. This is further supported by 

the interview with Business Sweden where they highlighted Swedish firms sustainability 

priority. This emphasizes the alignment between Swedish firms’ business values and 

Malaysian market expectations. In this sense, the sustainability approach can be explained as 

part of the informal institutional environment. Swedish firms’ entering Malaysia adapt to this 

shared view by incorporating sustainable practices into their businesses. Not only as a 

regulatory requirement but as a response to cultural expectations and market norms. This 

illustrates the importance of understanding and responding to informal institutions when 

internationalizing.  

 

Incorporating these aspects of Institutional Theory as a complement to the OLI Framework 

provides a more nuanced understanding of institutions' role in shaping Swedish FDI 

decisions. While OLI offers a solid evaluation of ownership, location, and internalization, it 

does not fully address the institutional dynamics of the emerging market in Malaysia.  

5.3 Long-term Sustainability Perspectives  

 

 

 
62 



 

While the above sections highlight many strengths of Malaysia's startup ecosystem, it 

becomes particularly relevant to analyze these developments from a sustainable perspective.  

This section will therefore analyze the final part of the research question concerning 

long-term sustainability and competitiveness. Startups are increasingly recognized as 

important drivers of sustainability, as they not only have the responsibility but also the 

potential to address challenges regarding this (Mühle et al, 2024, p.16). It is therefore 

interesting to explore whether Malaysia's current success in the startup ecosystem is just a 

passing trend, or if the country together with its institutions are effectively working to create 

the necessary conditions for long-term sustainability and competitiveness.   

 

The Swedish Embassy and Business Sweden noted that MIDA takes overreaching 

responsibility for identifying the support needs of companies in their startup and also play a 

key role in coordination with other government agencies. From the interview with MIDA, it 

became clear that Malaysia has strong fundamentals to remain competitive in the long-term. 

They highlighted that sectors such as fintech and digital services continue to grow rapidly and 

remain stable, which could significantly contribute to a sustainable ecosystem. Sectors like 

these are as likely to play a central role in the global economy in the future, as the world is 

becoming more and more digital driven. This supports Malaysia's location advantages, as 

these sectors reflect both current institutional support and long-term growth potential that 

attract FDI.  

 

Business Sweden also supported this view by highlighting that several Swedish companies 

within the digital service sectors, such as Volvo and Ericsson, have strong influence on the 

Malaysian market. The potential growth in specific sectors contributes to the country's 

ownership advantages, as Swedish firms with expertise in these areas can capitalize on their 

firm-specific strengths. For a company to succeed abroad, these advantages need to be unique 

to the firm and strong enough to make it worth managing the extra costs and challenges of 

doing business abroad (Cavusgil et al., 2020, p.172). 

 

Volvo Trucks involvement in green transportation was further highlighted as an illustration of 

how Swedish firms contribute to Malaysia’s broader sustainability agenda. This indicates that 

foreign firms are not only present in Malaysia’s startup ecosystem but also contribute to 

long-term sustainability through innovation and environmental responsibility. Further it 
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highlights that sustainability is increasingly becoming a shared value and priority between 

institutional actors and foreign firms operating in Malaysia. From an Institutional Theory 

perspective, this supports the development of shared norms and values around environmental 

responsibility between host and foreign countries. This reflects the normative pillar from 

Institutional Theory, where shared values guide behavior (Scott, 2014, p.64). In addition, the 

alignment of sustainability goals between Swedish firms and institutional actors supports the 

development of the cultural-cognitive pillar (Scott, 2014, p.67).  

Despite challenges such as limited access to late-stage funding, the development of 

tech-talent and the need for more responsive regulatory support, MIDA still believes that if 

Malaysia continues its current efforts, the trend and development will remain positive and 

lead to a sustainable ecosystem. This reinforces the relevance of the regulative pillar from 

Scott (2014), as it emphasizes the critical role of formal institutional support. To remain 

effective, policies must be continuously adapted to align with evolving market needs. By 

extending supporting startups beyond their initial phase, institutions can foster a more 

competitive and resilient ecosystem.  

Another future outlook that was highlighted from the Business Climate Survey (2022) was 

the potential and opportunity for Swedish companies to expand to other regions across 

Malaysia. Borneo was highlighted as one such area. In the survey, it was noted that 

approximately ⅔ of the current Swedish firms have plans to grow their business in the 

Malaysian market. This indicates potential in exploring untapped markets and strengthening 

long-term competitiveness through broader geographical presence. These potential 

geographical aspects help contribute to Malaysia's location advantages, as these represent 

unique opportunities that foreign firms can leverage to build and sustain a competitive edge 

(Cavusgil et al., 2020, p.172).  

For Malaysia to maintain its attractiveness, MIDA believes that more institutional support 

structures should be implemented. By introducing measures such as soft landing programs, 

entry barriers could be lowered and therefore continue to attract foreign investors. This aligns 

with what the Swedish Embassy highlighted regarding the discussion about resuming the free 

trade agreement between Malaysia and the EU. A potential agreement would facilitate market 

access as such formal agreements reduce entry barriers, aligning with Meyer and Peng’s 

(2011) view of how institutions reduce uncertainty in international markets.  
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In addition to these efforts, the Swedish Embassy and Business Sweden plan to continue 

supporting and facilitating market entry for Swedish firms to enter the Malaysian startup 

ecosystem. They will primarily focus more on strategic guidance during the establishment 

phase by connecting the firms with Malaysian authorities, transfer of lessons learned from 

previous market entries and knowledge sharing from Swedish firms that are already 

established on the Malaysian market.   

In conclusion, the combined insights from the OLI Framework and Institutional Theory 

explains how institutional actors are committed to encourage long-term sustainability and 

competitiveness by supporting growth sectors and fostering innovation. Despite existing 

challenges, ongoing efforts to improve regulatory frameworks, expand into new regions and 

increase support for foreign investors are essential. These initiatives together with potential 

trade agreements such as between Malaysia and the EU, will help Malaysia maintain its 

attractiveness and drive continued growth in its startup ecosystem. While they acknowledge 

their existing challenges, their awareness of effective solutions reflects a hopeful and positive 

vision for the future growth and sustainability of Malaysia’s startup ecosystem.  
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6. Conclusion and Recommendations 

6.1 Conclusion  

This study has explored how MIDA, the Swedish Embassy and Business Sweden, contribute 

to shaping Malaysia's startup ecosystem as an attractive destination for Swedish FDI while 

also supporting long-term sustainability and competitiveness. This has been examined 

through the OLI Framework, complemented by the Institutional Framework. This 

combination highlights that both formal rules and cultural norms are key to success 

internationally. Further this addressed a key gap in the traditional OLI Framework, due to 

limited dynamism and lack of adaptability in capturing how modern firms operate more 

flexibly. Therefore, Institutional Theory contributes as an extended perspective and enhances 

the OLI Framework's relevance in complex and evolving startup ecosystems such as 

Malaysias.  

 

The findings demonstrate that these institutional actors strengthen Swedish firms' ownership 

advantages by actively promoting sustainability and innovation, which are areas that align 

well with Malaysia's green translation priorities. Malaysia's strategic geographic location, low 

operational cost, and supporting policy frameworks further enhances its location advantages.  

Regulatory structures that favor local residents makes internalization more appealing as it 

gives the foreign companies the opportunity to maintain control.   

 

Beyond the OLI and Institutional Theory dimensions, the study found that institutional actors 

actively contribute to support sustainability and long-term competitiveness. This is seen in 

their work with digital transformation, promotion of green innovation, and support for 

networks. These efforts are in line with the growing emphasis  environmental and social 

sustainability 

  

The fact that these institutions play a significant role in attracting Swedish FDI has become 

clear. It has also been evident how institutional actors support long-term sustainability and 

competitiveness by discussing and analyzing both future potential and challenges. To 

conclude, they do not only serve as facilitators of FDI through traditional OLI dimensions, 

but also drive the development of a forward-looking and sustainable startup ecosystem.  
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6.2 Recommendations  

For Swedish companies looking to establish themselves in the Malaysian market and take 

part in the rapidly growing startup ecosystem, it is recommended to engage early with the 

institutional actors. MIDA, the Swedish Embassy, and Business Sweden have clearly 

demonstrated their commitment and support in helping companies enter the startup 

ecosystem throughout this study. These institutions exist to support and facilitate a smooth 

market entry and remain involved throughout the company's journey in the country.  

 

A final recommendation for the Swedish companies is to not only focus on formal 

institutions, such as laws and regulations, but also to acknowledge and adapt to informal 

institutions. This includes recognizing the local business culture in Malaysia, which is 

essential for ensuring long-term success.   

 

To expand these insights, future research could further test the integration of the OLI and 

Institutional Theory by focusing on specific industries and stages beyond the startup phase. It 

would also be valuable to include firm-level actors to gain their perspective on the role of 

institutions in attracting them to the market. This could result in an interesting analysis of 

how firm motivations differ across industries and market maturity stages.  

 

To further connect the chosen complementary approach, the Institutional Theory, future 

research could investigate the distinct roles of formal and informal institutions in attracting 

FDI. For example by comparing how governmental initiatives and  business culture norms 

influences Swedish firms' decisions in investing in Malaysia compared to another country 

within the ASEAN region. It would be interesting to conduct comparative studies between 

Malaysia and other countries in order to assess their relative competitiveness in the market.  
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Appendix 

Interview Guide 1  

Section 1: Introduction 

1.​ To start, may we ask for your consent for this interview to be recorded? 

2.​ Could you briefly introduce yourself, your current role, and your key responsibilities 

at X? 

3.​ Could you describe X’s role in supporting companies exploring or entering the 

Malaysian market? 

OLI (Ownership, Location, and Internalization) framework-based questions 

Section 2: Ownership advantages 

1.​ What unique strengths or capabilities do swedish companies offer to the market in 

Malaysia, particularly in the startup ecosystem 

2.​ How do X companies assess their competitive advantage in Malaysia, particularly 

when competing with local businesses and other foreign companies? 

3.​ In what ways does X assist companies in leveraging their ownership advantages, such 

as intellectual property, when entering Malaysia? 

Section 3: Location advantages 

1.​ What are the key location-based factors that make Malaysia an attractive market for X 

companies? 

2.​ What are the main risks X helps companies navigate when entering Malaysia, such as 

political stability or regulatory challenges? 

3.​ How does Malaysia compare to other countries in the region, in terms of ecosystem 

maturity and the ease of doing business, from an X company’s perspective? 

Section 4: Internalization advantages 

1.​ What support does X provide to companies in terms of international market entry 

strategies, particularly in overcoming barriers to entry in Malaysia? 
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2.​ What are the primary factors that influence companies to establish their own 

operations in Malaysia, as opposed to working with local distributors? 

3.​ In your experience, what are the key success factors for companies when 

internationalizing into Malaysia’s market? 

 

Interview Guide 2  

 

Section 1: Future challenges  

1.​ Do you believe Malaysia’s startup ecosystem will remain competitive and sustainable 

in the long term? What challenges or weaknesses might it face? 

2.​ From your perspective, are the current Malaysian government initiatives and 

incentives sufficient to sustain long-term growth in the startup ecosystem?  

3.​ What improvements or additional policies would you recommend to enhance 

Malaysia’s attractiveness to Swedish companies in the startup ecosystem? 

4.​ Looking ahead, how does X plan to continue supporting Swedish companies 

interested in Malaysia’s evolving startup landscape 
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