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PREFACE 

 

Belt and Road Initiative – BRI, will it really bring benefit to a country’s economy? 

This paper is about how Belt and Road Initiative (BRI) affect the trade 

performance of Malaysia. Throughout this paper, investor and company are able 

to know which industry possess the potential in exporting or importing the certain 

product. This paper will list out the potential industry for the business as a 

references. It will also list out the number of potential commodity for business to 

predict whether the number of potential industry will increase or decrease. This 

paper is expected to contribute for business and investor that wish to expand and 

invest to the potential industry listed.  
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ABSTRACT 

Belt and Road Initiative is one of the topic that discussed by most of the 

economist about it brings benefit to the country trade performance or it will harm 

the country trade performance. This research will be analysing what is the impact 

of BRI for Malaysia trade performance. This research will start by introducing 

what is BRI and what project that Malaysia involved in BRI. It will also list out 

the problem statement that faced by BRI that will possible harm the trade 

performance of Malaysia. This research will also develop research objective, 

research questions and the significance of this research. Literature review will also 

be done for bilateral trade between Malaysian and China and revealed 

comparative advantage that will be use for the calculation. Other than literature 

review, hypothesis will also be develop. Methodology will explain research design, 

what method will be used to collect the data and what formula will be used to 

analyse the data. Data analysis will analyse and interpret the raw data that 

conducted by the formula. After the interpretation has been done, hypothesis 

testing will be conduct to decide whether the hypothesis developed will be 

accepted or rejected. This research will then end with a conclusion that will 

include discussion, implication, recommendation and limitation.   
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CHAPTER 1: RESEARCH OVERVIEW 

 

 

1.0 Introduction 

 

In this chapter, research background, problem statement, research objective, 

research questions and significance of this research will be discus. It will start by 

introducing what is BRI and how BRI will bring benefit to the participated 

countries. This chapter will also continue with the possible problem occurred for 

participating in the BRI project from different perspective. Research objective and 

research questions will be developed for hypothesis that will be introduced in the 

following chapter. Significance of research will provide the information of why it 

is important in term of business and academic. 

 

 

1.1 Research Background 

 

This research will be studying on the impact of Belt and Road Initiative (BRI) 

brings to affect Malaysia’s trade performance. Belt and Road Initiative involves in 

the development of trade routes between different countries by having the 

referencing of historic Silk Road. According to Ascensão et al (2018), they stated 

in their journal that Chinese government will expect 64 countries to participate in 

this project and will involve 2/3 of global population and 1/3 of global economy. 

BRI will having different projects such as railways, highways, and gas and oil 

pipelines to Asia, Africa and Europe. Some researchers also said that BRI will 

significantly expand China’s economic and political influence. BRI involves in a 

large scale expansion of land transportation and will coupled with the 

development of new port in the Pacific and Indian Ocean. According to Lu et al 

(2018), BRI that include overland Economic Belt and Maritime Silk Road will 

expected to result 4.4 billion people benefited and with the GDP around US$21 

trillion. Chinese government also expected that by building new infrastructure will 

help to fasten the trade flow between regions and also increase the oil and gas 
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supply. Some of the core projects of BRI that connect with China will be oil and 

gas pipelines to Russia, Kazakhstan and Myanmar and a railways from China to 

Singapore. BRI also stated to aim to have a peaceful cooperation around the world 

and also promoting an efficient flow of materials to the market. Malaysia as one 

the participants that participate in the BRI projects also make an agreement with 

China to expand our infrastructure and economy. China is Malaysia’s largest 

trading partner since 2009 and Malaysia also the biggest trading partner for China 

in Southeast Asia. According to Minister of International Trade and Industry 

(MITI) media statement, they stated that Malaysia recorded a new high in 2020 

for the exports to China. One of the projects that Malaysia make agreement with 

China is the East Coast Rail Link project (ECRL). ECRL is a project that build 

railways starting from Selangor, pass through Pahang and Terengganu lastly 

reached Kelantan and it plan to shorten the travel time. BRI is undoubtedly to 

open up more trade opportunities for Malaysia as China is using their overland 

Economic Belt and Maritime Silk Road to help the global economy to get 

energized (Woan Lin et al, 2018). Regional Comprehensive Economic Partnership 

(RCEP) is an agreement that designed to deepen ASEAN’s engagement with 

Australia, China, Japan, Korea and New Zealand. Objective of this agreement is to 

establish a mutually beneficial economic partnership that will facilitate the 

expansion of regional trade and investment and contribute global economic 

growth and development in the region. RCEP is the world largest free trade 

agreement with a market that will cover almost one-third of the world populations. 

MITI has list out some of the key features of the RCEP which are Trade in Goods, 

Trade in Services, Investment, Economic & Technical Cooperation and Protection 

of Intellectual Property Rights. Each of the key features will be affecting how BRI 

projects take place in Malaysia and affecting Malaysia’s trade performance. The 

trade agreement allows RCEP members to gain access to a much wider regional 

market. Progressive elimination of tariff and non-tariff barriers and reduction of 

customs duties will facilitate import and export and enhance inter and intra-

regional trade and investment will also strengthen the regional value chains. It 

also says that this trade agreement intended to help facilitate transparency, 

information exchange and better compliance for technical regulations among 

RCEP members. As East Coast Rail Link project (ECRL) is one of the BRI 

project that signed with China and China will procure all the materials and 
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equipment and deliver it to Malaysia. RCEP agreements believe will be helpful 

for China delivering the materials and equipment to Malaysia as it consider as one 

of the import.  

Two graphs that shown below are Malaysia external trade performance graph and 

trade balance graph from year 2000. As seen in the graphs, Malaysia trade 

performance fluctuate from year 2007 and start to have a stable flow from year 

2015.  Malaysia’s trade that based on the graphs are consider having a stable trade 

as the trade balance are above 0 shows that Malaysia export are larger than import. 

Both of the graphs shows that Malaysia have a trade surplus. 

 

Figure 1: Malaysia’s Monthly External Trade Performance. 2014-2020 

Source: Minister of International Trade and Industry 
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Figure 2: Malaysia Trade Balance 2000-2020 

Source: Macrotrends 

 

 

1.2 Problem Statement 

 

BRI as the biggest infrastructure investment strategy that introduced by China no 

doubt bring many benefits to the country that joined BRI. However, there are 

some economist or researchers doubting that whether will BRI will be a 

development to world economy or a threat to world economy. Figure showed 

different threats and risks facing the BRI from different points of view. 

Understand that BRI goals are creating new jobs opportunities, boosting 

investment and help participated countries to better develop their economy. For an 

example, Sri Lanka fell into the trap debt due to Sri Lanka obtained several rounds 

of loan from China EXIM Bank to construct Hambantota Port. As Sri Lanka 

government unable to pay back the debt, they are forced to lease the port to China 

for 99 years. If this happened, will BRI really help the participated countries to 

develop and boost their economy? Malaysia also halted 2 major BRI projects as 

government fearing a debt trap. The threat of BRI increasing the debt will affect 

the GDP of country and directly affect trade performance for the country. 

Therefore, using revealed comparative advantage to calculate and look for the 

potential industry that will affected by BRI projects will be significant for 

business that would like to enter the industry that benefited by BRI projects. As 

BRI projects have many threats from different point of view so the business will 

need to take the threats into consideration before entering the industries that are 

potential. 
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Figure 3: Threats and Risks facing the BRI from different points of view 

 

 

1.3 Research Objective 

 

1. To identify potential industry between Malaysia and China  

2. Perform RCA calculation to examine whether there are any opportunities to 

boost trade performance 

 

 

1.4 Research Questions 

 

1. Is there any potential industry between Malaysia and China? 

2. Is there any opportunities for Malaysia to boost trade performance? 
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1.5 Significance of Research 

 

Significance to Business 

The purpose of this study is to provide an understanding and to examine whether 

BRI will boost trade performance of Malaysia. This study will help researchers 

and business to understand what the impact of BRI bring for the trade of Malaysia. 

Business that are growing and wish to expand into different sectors may refer to 

the research as this research will be using revealed comparative advantage to 

calculate the comparative advantage. The higher the value means that it have 

advantage on the certain products or industry. Business are able to use this 

research as one of their references to decide whether which potential industry they 

can invest to get the benefits from BRI. This research also able company that 

major business that related to import and export to know whether their business 

will get affected by the BRI projects. The research may also provide some 

implications for decision makers to whether they will invest into the potential 

industry. This research also believe to improve the efficiency of company 

decision-making for future investment. 

 

Significance to Academic 

Due to limitation of sources in the field of academic, the information on internet 

and library for the impact of BRI may be too complicated for the users like 

researchers and students. In this research, users are able to know whether BRI 

brings an impact on the country trade performance. As there are still plenty of 

research debates on the positive and negative impacts of BRI brings to a country 

trade performance and this research is to believe provide a whole picture of the 

impact by providing users the result based on RCA calculation. Thus, users are 

able to know more about the impact of BRI on a country trade performance that 

are useful for future research and future predictions. 
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CHAPTER 2: LITERATURE REVIEW 

 

 

2.0 Introduction  

 

In this chapter, literature review will be conducted for examining how researches 

and studies had been done on journals and hypothesis to show that whether BRI 

give any impact on the trade performance or not. This chapter will also include 

Malaysia China trade to show which industry have the most focused bilateral trade 

relations between Malaysia and China.  

 

 

2.1 Revealed Comparative Advantage 

 

It is important to understand how comparative advantage will affects the trade 

between Malaysia and China. Revealed Comparative Advantage concept was 

introduced by Balassa in 1965. Revealed Comparative Advantage index will 

measures comparative advantage by observing the trade pattern for the goods and 

services traded. One weakness for using RCA index is that it uses only export data. 

So, it is unable to capture intra-industry trade flows which contains of some 

important content.  

 

Several studies had conducted RCA index to analyse the comparative advantage 

between regions. Tham (2001) provided a review of past studies of the impact of 

China’s rapid growth on the exports of ASEAN. Tham study stated that Malaysia 

will be expected to experience continued decline in export for labour intensive 

products but possess with high comparative advantage in high technology 

products. Another study from Gemma (2014), they have examine RCA for 

ASEAN countries and found that Malaysia RCA are concentrated on six sectors 

which are sector 15 (animal, vegetable fats and oils products), sector 27 (mineral 

fuels, oils and similar products), sector 40 (rubber products), sector 44 (wood 

charcoal), sector 84 (machinery and similar products) and sector 94 (furniture, 
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lightning, prefabricated buildings). According to Hossain et al. (2021), they had 

done an analysis on the trade between China and Bangladesh using RCA analysis. 

Their study shows that Bangladesh having high comparative advantage in 5 

sectors while China does not have any sector on high comparative advantage.  

 

 

2.2 Malaysia China Trade 

 

Malaysia as China largest trading partner in ASEAN have been exporting 

different goods and services to China. According to Yean and Kam (2015), 

Malaysia and China bilateral relations are not well explored and their study stated 

that the bilateral trade relation will be very much focused on electrical and 

electronic and palm oil as the important export from Malaysia to China. However, 

in their result for both of the products shows that there are declining revealed 

comparative advantage in its export. Based on the result they got, they do not 

augur a well future for Malaysia- China trade relations by looking from Malaysia 

perspective. Another study from Hussin (2013) study for 3 economic sectors 

which are agriculture, manufacturing and services. The result of their studies 

showed services sectors will be the highest contributor of GDP for Malaysia but it 

also same go for China. China having a higher contribution of GDP compare with 

Malaysia and this is due to differences background, technology and other factors 

in both countries. Even trade happened but due to some of the factors affect 

Malaysia does not have a high revealed comparative advantage compare with 

China. Another study from Hing (2013) studied the economic relation between 

Malaysia and China from year 2000 to 2010 and concluded that Malaysia will 

face tough Chinese competition in the market as China have huge supply of low 

cost and skilled labour. China that keep improving its production technology will 

give a big impact on Malaysia comparative advantage as Malaysia would lose its 

comparative advantage.  
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2.3 Hypothesis Development 

 

According to Loke (2008), he have concluded that the data showed Malaysia have 

comparative advantage in electrical and electronic manufactures but China also 

seen to have a rising of RCA values in the electrical and electronics manufactures. 

According to Zam and Yakob (2017), Malaysia have high comparative advantage 

in electrical and electronic products but its exports is shrinking over the years. 

Journals from Zam and Yakob also done analysis for other products include 

agriculture and other high technology products. However, the results does not 

show a high comparative advantage in the world. Therefore, the hypothesis below 

has been developed.  

H0: There is no potential industry between Malaysia and China 

H1: There is potential industry between Malaysia and China 
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CHAPTER 3: METHODOLOGY 

 

 

3.0 Methodology Introduction  

 

Research methodology is a method for the researchers to solve a problem during 

the research process by identifying, selecting, processing and analysing the 

information retrieved for a specific topic. After conduct a research methodology, a 

conclusion will be made in the end of the research. Methodology part is a part that 

enables the reader to get a clear concept of the research work’s reliability.  

 

 

3.1 Research Design 

 

In this research, correlation research will be used to conduct this research. 

Correlation research is considered as non-experimental because it will only 

determine a relationship between 2 or more variables using statistical data.  

 

Correlation research does not include any manipulation of an independent variable 

as this is one of the type of observational research.  Correlation research will 

ensure that researchers continues their research and the result will not affected by 

any other variables except the variables that they will investigating in this research. 

As an example, in this research I will be studying whether BRI will affect 

Malaysia’s trade performance and RCA will be used as a tools to determine 

whether there is any relationship that BRI affecting Malaysia’s trade performance. 

Correlation design allows us to use RCA to calculate the data and there are no 

other variables will include to affect the final results.  

 

Quantitative research methodology is being used as it is a process of collecting 

and analysing the data. It can be used to test relationships, make predictions and 

assumptions and look for the pattern and average that will contribute for the 

research. In this research, quantitative research method is being used. Collecting 
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trade data from websites will be crucial for the research as it is needed for the 

calculation to determine the final result. The result will be used to test whether 

will the hypothesis being accepted or rejected.  

  

 

3.2 Data Collection Method 

 

Data collection method that used in this research is secondary data. Secondary 

data will be used in develop hypothesis, writing literature review and data analysis. 

The data will be retrieved from an official website that provides the data that this 

research needed.   

 

 

3.2.1 Secondary Data 

 

Secondary data is a data that has already been collected before and published as 

journal, books, newspapers, websites and etc. In this research, the sources will be 

mainly came from Google Scholar and UN comtrade websites. According to 

Lawrence (2018), the reason why Google Scholar is chosen to conduct this 

research because it is easy to use. Google Scholar enable us to search the relevant 

research by searching the keywords related to our research. Google Scholar have 

different features to make the searching more easily such as filter by published 

year. Some journals that published in the past 20 or 30 years will be not suitable 

for the research will be excluded and shows the journals that published within the 

time range selected.  Google Scholar profile page also gives a more convenient 

and fast view to the person’s works, publication and citation for each of the 

publication they publish on any published sources. This will save our time on 

looking into the journals that we needed for our research. UN comtrade websites 

will be used to collect the data for data analysis part. UN comtarde is a websites of 

United Nations that provide the official international trade statistics that we 

needed to analyse for this research. The years that will be taken for the analysis 

are 2013, 2016 and 2019 to examine whether BRI really give impact on Malaysia 
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trade performance. The data will be only retrieved for 3 digits commodity code as 

4 digits commodity code will be applicable for more advance researchers. The 

reason why UN comtrade is chosen to conduct the research is because UN 

comtrade is one of the most reliable statistics websites that researchers will use 

when they conduct a research that related to international trade between countries 

and worlds.  

 

 

3.3 Data Analysis 

 

The software that will be used in this research is Microsoft Excel to analyse the 

data we get from UN comtrade website. The reason that why the data will be 

analyse by using Microsoft Excel is that Microsoft Excel is easy to compute 

formula and get the finalize data we need in a short time. This research will not 

use SPSS software to analyse the data as this research will only determine the 

relationships of 2 variables which are BRI and trade performance. SPSS will 

generate different analysis such as descriptive analysis, reliability test and 

multiple linear regression which are not relevant to this research.  

 

 

3.3.1 RCA Formula 

Revealed Comparative Advantage (RCA) is an indicator of competitiveness. RCA 

is measured using the export share of a sector for a country total export and divide 

with the world total exports for the sector to calculate the country exports for a 

sector to the world. As we are comparing for 2 countries, the calculation will also 

be conduct for another countries we are examining in which is China. After get 

the figure for 2 countries, it will be divided with Malaysia as the numerator and 

China as the denominator. The higher the figure we get it will shows that 

Malaysia are more competitive in the certain sector when compare with China. 

Hence, the formula below is constructed: 

𝑅𝐶𝐴𝑋𝑀 = (𝑥𝑀/𝑋𝑀) / (𝑥𝐶/𝑋𝐶)   

where: 
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𝑥𝑀 represents the value of export of Malaysia 

𝑋𝑀 represents the value of total export of Malaysia 

𝑥𝐶 represents the value of export of China 

𝑋𝐶 represents the value of total export of China 

 

The RCAX index has a quite straightforward interpretation which the calculation 

will shows whether which country have revealed comparative advantage when 

both compare together. When the index less than the unity, the implication will be 

Malaysia does not have a revealed comparative advantage over China. In contrast, 

the index exceeds the unity will shows that Malaysia has a revealed comparative 

advantage in that product. 

 

Other than calculating revealed comparative advantage for export, import will also 

be compared with Malaysia and China to determine the revealed comparative 

advantage for import. Hence, the formula below is constructed: 

𝑅𝐶𝐴𝑀𝑀  = (𝑚𝑀/𝑀𝑀) / (𝑚𝐶/𝑀𝐶)    

𝑚𝑀 represents the value of import of Malaysia 

𝑀𝑀 represents the value of total import of Malaysia 

𝑚𝐶 represents the value of import of China 

𝑀𝐶   represents the value of total import of China 

 

RCAM index also a straightforward interpretation which the calculation will 

shows whether which country have revealed comparative advantage when both 

compare together. When the index is greater than the unity, this will implies that 

Malaysia has a revealed comparative advantage in that product. In contrast, 

RCAM value that lesser than the unity, this will implies that Malaysia not to have 

a revealed comparative advantage in importing that product. 
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3.4 Conclusion  

 

As a conclusion, secondary data method collection will be conducted by retrieving 

all the data such as export and import for Malaysia and China from UN comtrade. 

RCA calculation will be conducted by using Microsoft Excel for both import and 

export. By using the tools and formula constructed, the research will proceed to 

the next chapter which is data analysis process and interpret the data after getting 

the data result.  
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CHAPTER 4: DATA ANALYSIS 

 

 

4.0 Data Analysis Introduction  

 

In this chapter, data analysis will be made by comparing Malaysia RCA import 

and export for year 2013, 2016 and 2019. Since there are 260 data to be analysed, 

interpretation will only be made for some of the significant data that showing a 

big fluctuation of increasing and decreasing in RCA. Data that related to Malaysia 

main export such as electronic and palm oil will also be interpreted to analyse 

whether BRI benefit the export of Malaysia main export or it will bring a 

disadvantage to Malaysia main export. The unity used to analyse the data will be 

there is a comparative advantage for Malaysia when RCAX > 1 conversely there 

is no comparative advantage when RCAX < 1. For import interpretation, there 

will be no advantage for Malaysia if RCAM < 1 reversely RCAM > 1 will show 

that Malaysia have advantage in import the certain goods.   

 

 

4.1 Data Analysis   

 

 

4.1.1 Export Data Analysis   

 

 

4.1.1.1 Natural Rubber 

 

Commodity 

Code 

Commodity RCA Result 

2013 2016 2019 

 

231 

Natural rubber, balata, gutta-

percha, guayule, chicle and 

similar natural gums, in 

primary forms (including 

 

617.933 

 

448.995 

 

415.081 
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latex) or in plates, sheets or 

strip 

According to Statista (2022), Malaysia is the fourth biggest natural rubber after 

Thailand, Indonesia and Côte d'Ivoire. Natural rubber can be one of the major 

export for Malaysia and the RCA results calculated for 3 years are more than 1 

show that Malaysia have comparative advantage in exporting natural rubber 

products. However, the result is dropping after year 2013 from 617.933 to 448.995 

and resulted 415.081 in 2019. The reason that the dropping on RCA index is that 

Malaysia faced a dropping in the total export in 2016 and 2019 while China have 

an increasing in their export in 2016 and 2019. In conclusion, Malaysia have a 

comparative advantage when export natural rubber. 

 

 

4.1.1.2 Petroleum oil and gases 

 

Commodity 

Code 

Commodity RCA Result 

2013 2016 2019 

 

333 

Petroleum oils and oils 

obtained from bituminous 

minerals, crude 

67.908 66.357 192.730 

334 

Petroleum oils and oils 

obtained from bituminous 

minerals (other than crude); 

preparations, n.e.s., 

containing by weight 70% 

or more of petroleum oils or 

of oils obtained from 

bituminous minerals, these 

oils being the basic 

constituents of the 

preparation 

7.673 6.338 3.858 

343 Natural gas, whether or not 184.708 84.458 78.716 
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liquefied 

344 
Petroleum gases and other 

gaseous hydrocarbons, n.e.s. 
897.707 2500.210 2093.537 

In the category of petroleum oil and gases, there are 4 commodity code chosen to 

conduct the data analysis for exporting comparative advantage. The commodity 

code are 333, 334, 343 and 344 which include petroleum oils from crude, obtained 

other from crude, natural gas and petroleum gases. One of Malaysia main export 

is petroleum products and no doubt that the analysis show that the 4 commodity 

code chosen have comparative advantage in exporting. Petroleum oils from crude 

faced a small decrease in 2016 but have a big increase in 2019 which result a RCA 

index of 192.730. For petroleum oils that obtained other than crude, the RCA 

index decreased from year 2013 and reached the RCA index of 3.858 in 2019. The 

reason that resulted this to happen is because Malaysia faced decreasing in export 

this commodity while China increased the export in this commodity. For 

commodity code 343, it also faced decrease after year 2013 and the reason is the 

same with the previous commodity which is petroleum oils obtained from crude. 

For commodity code 344, RCA index increase from year 2013 from 897.707 and 

reached the highest in 2016 and drop a little bit in 2019 which resulted RCA index 

2093.537. For petroleum oils and gases, there are still comparative advantage 

happened even some of the commodity faced a decrease in the RCA index.  

 

 

4.1.1.3 Copper Ores 

 

Commodity 

Code 

Commodity RCA Result 

2013 2016 2019 

 

283 

Copper ores and 

concentrates; copper mattes; 

cement copper 

1105.303  284.160  1762.515  

Commodity code 283 which is copper ores have a comparative advantage in 

exporting as mining is one the main industries in Malaysia. According to the table 

above, the RCA index faced a huge drop in 2016 and reached its highest point in 

2019 which resulted 1762.515. The reason that resulted the highest RCA index in 
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2019 is because Malaysia have a huge increase in exporting copper ores in year 

2019. In conclusion, copper ores have a comparative advantage in exporting.  

 

 

4.1.1.4 Wood 

 

Commodity 

Code 

Commodity RCA Result 

2013 2016 2019 

 

246 

Wood in chips or particles 

and wood waste 
102.011  111.307  190.828  

247 

Wood in the rough, whether 

or not stripped of bark or 

sapwood, or roughly squared 

859.765  144.426  118.649  

248 
Wood, simply worked, and 

railway sleepers of wood 
9.974  16.531  25.024  

The table above show the commodity code and the name for the category of wood 

that Malaysia export. According to the result calculated, all the 3 commodity code 

which are 246, 248 and 248 have a comparative advantage in exporting. 

Commodity code 246 and 248 show increasing in RCA index from year 2013 to 

2019 which resulted 190.828 for commodity code 246 and 25.024 for commodity 

code 248. While for commodity code 247, the RCA index keep dropping from 

year 2013 and resulted the RCA index of 118.649 in year 2019. The reason is 

because Malaysia decreased the export in the commodity code 247. Even though 

China also decrease the export for commodity code 247, the value of Malaysia 

decreased is way more than the value that China decreased. However, Malaysia 

still have comparative advantage in exporting category of wood.  

 

 

4.1.1.5 Electronic Machine Products 

 

Commodity 

Code 

Commodity RCA Result 

2013 2016 2019 
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752 

Automatic data-processing 

machines and units thereof; 

magnetic or optical readers, 

machines for transcribing data 

onto data media in coded form 

and machines for processing 

such data, n.e.s. 

0.531  0.643  0.442  

764 

Telecommunications equipment, 

n.e.s., and parts, n.e.s., and 

accessories of apparatus falling 

within division 76 

0.281  0.309  0.274  

771 

Electric power machinery (other 

than rotating electric plant of 

group 716) and parts thereof 

0.301  0.316  0.312  

Electronics products is the main exports for Malaysia and according to Trading 

Economics (2022), 36 percent of Malaysia exports came from electronic products. 

The 3 commodity code chosen is 752, 764 and 771 which include automatic data 

processing machines, telecommunication equipment and electric power machinery. 

As refer to the RCA result in the table, 3 years result for these 3 commodity code 

all resulted no comparative advantage happened when exporting this 3 commodity. 

Commodity code 752 and 764 faced a decrease which resulted 0.442 for 

commodity code 752 in 2019 and 0.274 for commodity code 764 in 2019. While 

for commodity code 771, it face a small increase in the RCA index which resulted 

0.312 in year 2019. The reason why Malaysia does not have a comparative 

advantage in exporting electronics products as China is a well-developed country 

with advanced technology. The advanced technology allow China to export more 

of their electronic products and gain a strong comparative advantage in the global 

market. In conclusion, Malaysia main export for electronic products does not have 

a comparative advantage when come to export.  

 

 

4.1.1.6 Dairy products 
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Commodity 

Code 

Commodity RCA Result 

2013 2016 2019 

 

022 

Milk and cream and milk 

products other than butter or 

cheese 

34.583  39.399  39.765  

023 
Butter and other fats and oils 

derived from milk 
54.050  81.976  27.554  

024 Cheese and curd 24.785  43.297  56.968  

For dairy products, the commodity code chosen are 022, 023 and 024 which are 

milk products, butter products and cheese products. According to the result 

calculated, 3 of the commodity have a comparative advantage when exporting. 

For commodity code 022 and 024, both of the commodity show a constant rise 

from 2013 to 2019. For commodity code 023 which is butter products, it firstly 

face a rise in 2013 from 54.050 to 81.976 in 2016 and RCA index decline from 

81.976 to 27.554 in 2019. The reason predicted will be China have a significant 

increase on commodity code 023 while Malaysia decrease the export on 

commodity code 023 which affected RCA index to face a decline. In conclusion, 

dairy products have a comparative advantage when export.  

 

 

4.1.1.7 Apparels and arts products 

 

Commodity 

Code 

Commodity RCA Result 

2013 2016 2019 

 

831 

Trunks, suitcases, vanity cases, 

executive cases, briefcases, 

school satches, spectacle cases, 

binocular cases, camera cases, 

musical instrument cases, gun 

cases, holsters and similar 

containers; travelling bags, 

insulated food or beverages 

bags 

0.015  0.025  0.019  
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841 

Men's or boys' coats, capes, 

jackets, suits, blazers, trousers, 

shorts, shirts, underwear, 

nightwear and similar articles 

of textile fabrics, not knitted or 

crocheted (other than those of 

subgroup 845.2) 

0.117  0.113  0.100  

842 

Women's or girls' coats, capes, 

jackets, suits, trousers, shorts, 

shirts, dresses and skirts, 

underwear, nightwear and 

similar articles of textile 

fabrics, not knitted or 

crocheted (other than those of 

subgroup 845.2) 

0.019  0.020  0.024  

851 Footwear 0.029  0.040  0.034  

885 Watches and clocks 0.416  0.508  0.522  

There are 5 commodity codes chosen for the category of apparels which are 

commodity code 831, 841, 842, 851 and 885. The products include trunks, men’s 

or boys’ coats, Women's or girls' coats, footwear and watches and clock. 

According to the result calculated, all of the commodity code chosen does not 

have a comparative advantage when export. Some commodity code such as 831, 

842, 851 and 885 have a small rising in RCA index when comparing with 2013 

but the rising is only a small value. However for commodity code 841, it faced a 

continued decline from 2013 to 2019 and reached the RCA index of 0.100 in 2019. 

The reason that apparel and arts products category have a low RCA index is that 

China have the most advanced technology in the worlds make their production 

more effective and efficient. So they can export a very tremendous amount of 

apparel and arts projects to the world when compare to Malaysia. In conclusion. 

Malaysia does not have comparative advantage in exporting apparel and arts 

products. 
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4.1.2 Import Data Analysis  

 

 

4.1.2.1 Natural Rubber 

 

Commodity 

Code 

Commodity RCA Result 

2013 2016 2019 

 

231 

Natural rubber, balata, gutta-

percha, guayule, chicle and 

similar natural gums, in 

primary forms (including latex) 

or in plates, sheets or strip 

3.678  3.272  3.954  

According to the table above, Malaysia as the fourth biggest country for exporting 

natural rubber do also import natural rubber. The RCA index for import natural 

rubber show that Malaysia have advantage in importing natural rubber as all the 

RCA index are more than 1. The result also show that Malaysia will gain more 

advantage when importing natural rubber as the RCA index increased from 3.678 

in 2013 to 3.954 in 2019. Even though Malaysia having comparative advantage in 

exporting natural but Malaysia still import natural rubber as Malaysia have 

comparative advantage in importing natural rubber. The reason of increasing 

import of natural rubber to Malaysia is because of the growing demand of rubber 

gloves. According to ASEANBriefing (2017), they stated that Malaysia produced 

63 percent of the world rubber gloves so only depending on Malaysia rubber will 

be insufficient to meet the demand. It also mentioned that China do import 71 

percent of their rubber gloves from Malaysia in 2015. Based on China population, 

Malaysia do need a huge number of natural rubber to produce the rubber gloves 

and provide it to China. In conclusion, Malaysia have an advantage in importing 

natural rubber. 

 

 

4.1.2.2 Wood 
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Commodity 

Code 

Commodity RCA Result 

2013 2016 2019 

 

246 

Wood in chips or particles and 

wood waste 
0.004  0.006  0.011  

247 

Wood in the rough, whether or 

not stripped of bark or 

sapwood, or roughly squared 

0.015  0.007  0.023  

248 
Wood, simply worked, and 

railway sleepers of wood 
0.251  0.155  0.198  

The table above show the commodity code and the name for the category of wood 

that Malaysia import. According to the result calculated, all the 3 commodity code 

which are 246, 248 and 248 does not have a comparative advantage in importing. 

Commodity code 246 and 247 show increasing in RCA index from year 2013 to 

2019 which resulted 0.011 for commodity code 246 and 0.023 for commodity 

code 247. While for commodity code 248, the RCA index drop from 0.251 in 

2013 to 0.155 in 2016 and increase back to 0.198 in 2019. The reason of Malaysia 

does not gain advantage in importing wood because Malaysia is one of the timber 

export that ranked 14 in the world. As Malaysia able to export timber products to 

the world so importing will not be an advantage for Malaysia. In short, Malaysia 

does not have a comparative advantage in importing wood. 

 

 

4.1.2.3 Petroleum oil and gases 

 

Commodity 

Code 

Commodity RCA Result 

2013 2016 2019 

 

333 

Petroleum oils and oils 

obtained from bituminous 

minerals, crude 

0.309  0.228  0.274  

334 

Petroleum oils and oils 

obtained from bituminous 

minerals (other than crude); 

preparations, n.e.s., containing 

6.533  10.039  10.352  
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by weight 70% or more of 

petroleum oils or of oils 

obtained from bituminous 

minerals, these oils being the 

basic constituents of the 

preparation 

343 
Natural gas, whether or not 

liquefied 
0.658  0.298  0.359  

344 
Petroleum gases and other 

gaseous hydrocarbons, n.e.s. 
4.102  4.597  5.014  

Petroleum oil and gases is one of the main industries in Malaysia but Malaysia do 

also import for petroleum oil and gases. According to the table above, Malaysia 

have a comparative advantage in importing petroleum oils obtained other than 

crude and petroleum gases while Malaysia do not have comparative advantage in 

importing petroleum oils from crude and natural gas. petroleum oils obtained 

other than crude and petroleum gases have a slight increase in the RCA index 

show that Malaysia are gaining more advantage in importing this 2 products. The 

RCA index for both products increased from 6.533 in 2013 to 10.352 in 2019 and 

4.102 from 2013 to 5.014 in 2019. Petroleum oils from crude and natural gas does 

not have a comparative advantage and the RCA index is decreasing which show 

that Malaysia does not gain any advantage when importing this 2 products. The 

RCA index for petroleum oils drop from 0.309 in 2013 to 0.274 in 2019 while 

natural gas RCA index drop from 0.658 in 2013 to 0.359 in 2019. In shorts, 

commodity code 334 and 344 have comparative advantage for import and 

commodity code 333 and 343 do not have comparative advantage when import 

these product. 

 

 

4.1.2.4 Waste. Parings of Scraps, of Plastic 

 

Commodity 

Code 

Commodity RCA Result 

2013 2016 2019 
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579 

Waste, parings and scrap, of 

plastics 
0.156  0.169  2135.583  

Waste, parings of scraps, of plastic is said to be an economic transaction that can 

stimulate the economy of a country. Malaysia had become one of the biggest 

plastic waste in Asia after China backed out from importing waste to their country. 

According to Yoshida (2021), he stated that China government announced to ban 

importation of waste as the waste imported can be replaced by the domestic waste. 

China government new rules affected that the import of waste in China decreased 

significantly and affected the calculation of RCA index of Malaysia import in 

waste. Malaysia import of waste keep increasing and China import of waste 

decreased significantly affected that Malaysia having an advantage in importing 

waste after China new rules and Malaysia do not have comparative advantage in 

importing after China new rules being implemented. RCA index increased 

significantly from 0.156 in 2013 to 2135.583 in 2019. Conclusion, waste, parings 

of scraps, of plastic have comparative advantage in importing.  

 

 

4.1.2.5 Electronic Machine Products 

 

Commodity 

Code 

Commodity RCA Result 

2013 2016 2019 

 

752 

Automatic data-processing 

machines and units thereof; 

magnetic or optical readers, 

machines for transcribing data 

onto data media in coded form 

and machines for processing 

such data, n.e.s. 

0.963  0.939  0.915  

764 

Telecommunications equipment, 

n.e.s., and parts, n.e.s., and 

accessories of apparatus falling 

within division 76 

0.854  0.771  0.954  

771 Electric power machinery (other 0.772  1.002  1.058  
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than rotating electric plant of 

group 716) and parts thereof 

Electronic machine products is the main industries for Malaysia but the RCA 

result shown for commodity code 752 and 764 do not have comparative advantage 

for importing those goods. For commodity code 771, electric power machinery do 

not comparative advantage in importing in 2013 but this products gain the 

advantage in 2016 and 2019 which the RCA calculated exceed 1. For commodity 

code 752 faced a decreasing from 0.963 in 2013 to 0.915 in 2019 while 

commodity code 764 and 771 rise in the RCA index. Telecommunications 

equipment increase from 0.854 in 2013 to 0.954 in 2019 and electric power 

machinery rise from 0.772 in 2013 to 1.058 in 2019. In short, Malaysia will not 

gain advantage by importing electronic machine products.  

 

 

4.1.2.6 Apparels and arts products 

 

Commodity 

Code 

Commodity RCA Result 

2013 2016 2019 

 

831 

Trunks, suitcases, vanity cases, 

executive cases, briefcases, 

school satches, spectacle cases, 

binocular cases, camera cases, 

musical instrument cases, gun 

cases, holsters and similar 

containers; travelling bags, 

insulated food or beverages 

bags 

1.776  2.299  1.433  

841 

Men's or boys' coats, capes, 

jackets, suits, blazers, trousers, 

shorts, shirts, underwear, 

nightwear and similar articles 

of textile fabrics, not knitted or 

0.840  2.133  1.362  
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crocheted (other than those of 

subgroup 845.2) 

842 

Women's or girls' coats, capes, 

jackets, suits, trousers, shorts, 

shirts, dresses and skirts, 

underwear, nightwear and 

similar articles of textile 

fabrics, not knitted or 

crocheted (other than those of 

subgroup 845.2) 

0.778  1.957  1.459  

851 Footwear 1.347  1.971  1.121  

885 Watches and clocks 1.527  1.529  1.355  

According to the table above, importing apparels and arts products will bring 

advantage to Malaysia as their RCA index are more than the unity. Some of the 

products such as commodity code 841 and 842 does not have advantage in 

importing the certain products in 2013 but then it gain an advantage in importing 

the products. According to the table, most of the products faced a decline in the 

RCA result except commodity code 841 and 842. Commodity code 841 and 842 

rise in RCA index from 0.840 in 2013 to 1.362 in 2019 and 0.778 in 2013 to 1.459 

in 2019. The reason of decline in most of products mainly due to Malaysia 

decrease its import and China increase the imports on apparels and arts products. 

The reason of commodity code 841 and 842 shift from gaining disadvantage to 

advantage is due to the significant increase of Malaysia import for both products. 

In short, Malaysia will gain comparative advantage in importing apparels and arts 

products.  

 

 

4.1.2.7 Iron ore, ferrous waste and copper ore 

 

Commodity 

Code 

Commodity RCA Result 

2013 2016 2019 

 

281 
Iron ore and concentrates 0.031  0.123  0.131  
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282 

Ferrous waste and scrap; 

remelting scrap ingots of iron 

or steel 

2.808  0.880  100.169  

283 
Copper ores and concentrates; 

copper mattes; cement copper 
0.057  0.048  0.099  

Mining is one the main industries for Malaysia that include different mining 

activities such as produce coal, copper, clay and iron. According to the table 

above, we can know that Malaysia can gain advantage in importing commodity 

code 282 but unable to gain advantage for commodity code 281 and 283. It is 

because that commodity code 282 RCA value is greater than the unity and RCA 

value for commodity code 281 and 283 are less than unity. Commodity code 282 

have an advantage in 2013 with a value of RCA 2.808 then drop to a disadvantage 

in importing in 2016 with the value of 0.880 but rebound back to an advantage 

with the value of 100.169 in 2019. In short, industries in mining does not gain 

much advantage if they import materials like iron ore and copper ore to Malaysia 

as Malaysia is producing all this material. 

 

 

4.2 Hypothesis Testing 

 

H0: There is no potential industry between Malaysia and China 

H1: There is potential industry between Malaysia and China 

 

According to the analysis above, around 111 commodity have a RCA export value 

that more than 1 which means that there are comparative advantage in certain 

products. For example, rubber industry, petroleum industry, food industry, mining 

industry and timber industry is some of the industry that having comparative 

advantage in exporting. Even though there are only 111 commodity have 

comparative advantage over 261 commodity, potential industry still exist. 

Therefore, H0 is accepted. 
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4.3 Conclusion 

 

In conclusion, RCA calculation are conducted to examine the hypothesis 

developed. RCA calculation will be examined by using the unity set. RCA that 

exceed the unity set will gain advantage and RCA that less than the unity set will 

not gain any advantage. Since null hypothesis (H0) is accepted so we can make a 

conclusion that there are potential industry between Malaysia and China.  
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CHAPTER 5: DISCUSSION, IMPLICATION AND 

CONCLUSION 

 

 

5.0 Introduction 

 

In this chapter, summary will be made for all the findings and include state out the 

discussion, implications, limitations and recommendation for this study.  

 

 

5.1 Summary of Statistical Analysis 

 

In a summary, 261 commodity had been calculated to analyse whether is there any 

potential industry exist in the market and whether BRI bring impact to Malaysia 

trade performance. The table below will be the summary of the result calculated. 

 

 2013 2016 2019 

Export (greater 

than 1) 

100 109 111 

Export (less than 1) 161 152 150 

Import (greater 

than 1) 

166 175 166 

Import (less than 1) 95 86 95 

 

According to the table, Malaysia do have 100 commodity in 2013 that have 

comparative advantage in export and the number of commodity increased 109 

commodity and finally increased to 111 commodity in 2019. The result above 

showed that export that have comparative advantage had increased which BRI is 

to believe that it actually bring a good effect to Malaysia export. Some commodity 

that having comparative advantage initially have performed better with a higher 

value of RCA but some of the commodity that having comparative advantage with 

high value of RCA index faced a decrease in the value of RCA index. Export that 
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have no comparative advantage also decrease from 161 commodity in 2013 to 152 

commodity in 2016 and lastly decrease to 150 commodity in 2019. According to 

the analysis, it can be said that BRI bring an effect to Malaysia to improve 

Malaysia trade performance.  

 

Import that greater than 1 which have an advantage in importing the certain 

products also increase in 2016 from 166 commodity in 2013 to 175 commodity in 

2016. However, import that have advantage drop back to 166 commodity in 2019. 

Import that are less than 1 also faced the same situation with import that having 

advantage where import that does not have advantage initially start with 95 

commodity in 2013 and drop to 86 commodity in 2016 lastly went back to 95 

commodity in 2019. According to the analysis, BRI will bring a good effect to 

Malaysia trade performance but the benefit may not be last for a long time.   

 

 

5.2 Discussion on Major Findings 

 

H0: There is no potential industry between Malaysia and China 

H1: There is potential industry between Malaysia and China 

 

The calculated result showed that potential industry do exist between Malaysia 

and China even it does not achieve the majority of the total commodity. This is 

due to Malaysia China still not well explored and Malaysia focused on electronic 

and electrical products when having trade with China. Malaysia as a country that 

having different resources such as mining copper, coal, iron and timber industries 

that produce woods have comparative advantage when trade with China. Woods 

have a big advantage when export to China need woods to satisfy the construction 

companies and furniture companies. As China restricted the commercial logging 

20 years ago, so they will be highly depend on import for woods. So, Malaysia 

may gain this advantage to export more woods to China to get more profit and 

benefit by exporting woods. As a conclusion, Malaysia believe to have more 

potential industry when having trade with China. 
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5.3 Implications of the Study 

 

The main goal of this research is to studies the impact of BRI to Malaysia trade 

performance. The information given will allows business to know which 

commodity will have the advantage in export and import. Business are able to 

have a better understanding on will BRI bring effect to Malaysia trade 

performance and help the company to develop a long term strategy for their 

business to grow and even expand to China market.  

 

According to the result, some of the potential industry that having advantage in 

export will be natural rubber, woods and dairy products. Natural rubbers and 

woods will be difficult for companies to enter into the industry as natural rubber 

will need to derived from rubber tree and rubber plantation will requires a suitable 

and huge land area to plant for exportation. Besides, it will take time for the 

rubber tree to grow before the tree can produce natural rubber to export. This also 

same goes to woods, as Malaysian Timber industry Board requires company to 

submit the application form before the company can start to remove a timber for 

business. Some of the state do need a valid harvesting license that issued by the 

state forestry department before company can start harvesting the timber. So for 

some of the industry that have a high entry barrier but with potential will require 

the company to plan early before they can enter the industry to get the benefit 

from BRI. Some industry such as dairy products and chocolate products will have 

a lower entry barrier for the company to expand into it as it will need lesser time 

and smaller area of land to produce the certain products. 

  

In addition, the result also show some of the potential industry or commodity to 

import to Malaysia for gaining some of the import advantage. For example, 

apparels and waste of plastics have a comparative advantage by importing into 

Malaysia. Commodity that have advantage by importing shows that import the 

certain commodity will save cost rather than produce it by the company itself. 

Apparels products will have advantage for Malaysia to import as China are able to 

produce cloths with a cheaper price and with a better quality. If compare with 
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Malaysia and China for the cloths producing technology, Malaysia are unable to 

compete with China for their technology. So, it will be more advantage to import 

apparels products rather than produce ourselves with a higher cost. Some 

countries will import the waste of plastics to their country for producing recycle 

products. Malaysia have a comparative advantage in importing waste of plastics in 

2019 because of China banned the import for waste of plastic. However, Malaysia 

start to revoke the import permit for the importation of waste of plastics. The 

action taken by Malaysia government is believe to give an effect on the 

importation of waste of plastics in the future. In summary, some of the industry 

are suggested to import their goods from other country to gain the benefit of BRI. 

 

In brief, business are able to know which industries or which commodity that are 

able for them to expand to get more profit and which commodity that they can 

import to gain the benefit. By knowing the industries that have advantage, 

companies are able to prepare a strategy for them to expand into the industries in 

the future. 

 

 

5.4 Limitations of the Study 

 

There are few limitations when conducting this study. The first limitation is that 

the calculation will be not 100% accurate. As some of the years that I retrieved 

from the websites of UN Comtrade, some of the data are unable to be retrieved 

and this make some of the data unable to be calculated for some of the years. For 

example, China did not export Uranium for 2013, 2016 and 2019 and this make 

the calculation for the certain commodity does not have a RCA result for export. 

There are still other commodity facing the same problem as some of it does not 

have the data for year 2016 and 2019 include both import and export. For example, 

Malaysia export cinematographic film in 2013 but there is not data for 2016 and 

2019 affected that the RCA calculation only can be conducted for year 2013 

which comparison is unable to be made. The second limitations will be more 

calculation is need to make for the study to ensure the accuracy for the study. As 

BRI is a project that newly introduced and it does not past 10 year time, the 
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calculation made will not be accurate as the time past. There are also 4 digit and 5 

digit commodity codes exist which calculation that include these 2 type of 

commodity code will make the data calculated more accurate. By increasing the 

accuracy, the research will be more reliable and the research will be more useful 

for other researchers’ future research that relate to BRI. The third limitations will 

be BRI will not be the only one to affect the performance. BRI believe to bring 

effect to Malaysia but according to the analysis above some of the commodity are 

affected by some of the other factors which make the data having a big difference 

compare to the other 2 years. Other country policy do make an impact on 

Malaysia trade performance. For example, China having a great increase in woods 

and copper ore import as China is keep developing and they will need woods for 

making furniture and constructing residence. They also need more copper ore as 

copper ore is mainly used to conduct electricity. So, the country that developing 

and new policy implement will affect the trade performance of Malaysia.  

 

 

5.5 Recommendation for Future Research  

 

There are some recommendations to be suggested for future research. These 

recommendation will be useful and provide some guidance for researchers to 

conduct their research related to BRI. The first recommendation will be conduct 

the research again after 10 or 15 years after BRI introduced. BRI only have 9 

years history after it being introduced in 2013. BRI act as the biggest 

infrastructure investment strategy introduced by China will help the participated 

country to develop their infrastructure and infrastructure development will need to 

take time for the project to complete. In general, railway infrastructure such as 

ECRL project will need to take around 10 years to complete the construction and 

take 2 or 3 years more before it can provide service to the citizen. Since 

infrastructure development take a long time to bring out the effect for trade 

performance, it will be suggest to conduct the research again after 10 or 15 years 

will be more precise to know that whether BRI bring an effect on Malaysia trade 

performance. Another reason to suggest this recommendation because of the year 

taken for this research only 3 years so the comparison will of the effect will not be 
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so obvious. For the outcome of the effect to be more obvious, more years will 

need to be include in the future research to make a clearer comparison.  Another 

recommendation given will be include 4 digit and 5 digit commodity in the future 

research that related to BRI and trade performance. 4 digit and 5 digit commodity 

code will be the more detail as one category of the products will be separate into 

different category or more detail based category that provide a more detail 

information for a certain category of product. For example, non-alcoholic 

beverages is one of the category but in 4 digit and 5 digit commodity code, the 

category further narrow down into beverages with sugar and without sugar. So, it 

is able to provide us a more detail information. Currently this research data 

analysis is conducted using 3 digit commodity code as 4 digit and 5 digit 

commodity code will need more time to analyse and collect the accurate data. 4 

digit and 5 digit commodity code will make the research more complete and more 

accurate as it provide more and detailed information for the researchers to make 

their research on it. As 4 digit and 5 digit commodity code will take plenty of time 

to analyse and look for data, we did not include in this research as there are time 

restriction. In conclusion, the recommendations given are conduct research again 

after 10 or 15 years after BRI introduced and include 4 and 5 digit commodity 

code in the future research.  

 

 

5.6 Conclusion 

 

As a result, the research focus on the whether BRI bring an impact to Malaysia 

and whether is there any potential industry exist between Malaysia and China. The 

RCA result show us that there are potential industry exist in Malaysia and the 

number of industries are increasing year by year. So, the alternative hypothesis is 

accepted and null hypothesis that show no potential industry between Malaysia 

and China is rejected. This research also provide limitation and recommendation 

that will help for the future research. This research will be granted as future 

reference for future research that related to effect of BRI on other country trade 

performance.  
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