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Chapter 1
Overview of Malaysia-Japan Relations

Malaysia and Japan share a mutually beneficial economic 
partnership, with various industries benefitting from this 
burgeoning synergy since the independence of Malaya. Over the 
years, trade between both countries has grown by leaps and bounds 
and now accommodate businesses in the manufacturing, tourism, 
education, cultural and security sectors. MAJECA and JAMECA 
have played a significant role in facilitating the growth of trade and 
the development of the industrial sector in modern Malaysia. 

Economic growth has been a priority for 
both countries, and business ties between 
Malaysia and Japan has done much to 
improve the trading platform and the 
quantum. 

It was in the early 1970s that bilateral trade 
began between Malaysia and Japan with 
the trading of primary commodities such 
as tin, natural rubber and logs to Japan 
as it was undergoing a rapid economic 
growth while Japan’s exports to Malaysia 
during that time consisted of manufactured 
products such as vehicles, motorcycles, 
ships and steel products. 

In 2016, Malaysia’s total trade with Japan 
amounted to MYR120.73 billion, placing 
the country as Malaysia’s 4th top trading 
partner, just after China, Singapore and 
USA. Malaysia meanwhile was Japan’s 
10th largest trading partner in the same 
year.

Malaysia-Japan Business  
Pre-1970s
After independence in 1957, Malaya 
established diplomatic relations with 
Japan immediately, making it the sixth 
Southeast Asian nation to do so. Early 
business ties between Malaysia and Japan 
were mainly concerned with the export 
of raw materials to Japan. Japan was 
searching for materials such as timber, 
iron and other metals – all essential to 
meet Japan’s growing industrial needs. 
Large Japanese corporations such as 
Daishowa Pulp Company and Felda Oil 
Products were founded in Malaysia. 
Under the first Prime Minister, Tunku 
Abdul Rahman’s administration, a total of 
48 Japanese companies were established 
in Malaysia by the end of 1968. Total 
Japanese investments in Malaysia 
reached MYR140.1 million by 1969.
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In 2016, Japan was Malaysia’s top source for foreign direct investments, with a total of 53 
manufacturing projects approved, bringing in MYR1.86 billion in funds. Besides financial benefits, 
these investments are expected to create an additional 5,592 job opportunities for Malaysians. 
While manufacturing makes up the majority of Japan’s operations in Malaysia, other sectors such 
as logistics, e-commerce, ICT and creative content are coming into prominence as a result of the 
promotional efforts initiated by Malaysia as well as Japan.

Tourism continues to be an important sector. People-to-people exchange shows a steady rise 
consistent with a general increase in trade and investments. In 2016, 413,000 Japanese tourists 
visited Malaysia, while 394,000 Malaysians visited Japan. This is comparable to 2015 figures, which 
recorded 483,000 Japanese tourists and 305,000 Malaysian tourists respectively. 
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Look East Policy
The Look East Policy (LEP) is the development programme for human resource and doubled up 
as a paradigm shift away from values of the West. Japan stands out as a role model for economic 
development. Through the adoption of this policy, early Japanese projects in Malaysia saw a rapid 
transfer of skills and technology, effectively marking a new age of Malaysian-Japanese relations in 
industrial productions.

The second wave of this policy, the LEP 2.0, was announced in 2012 to improve upon the achievements 
of the first phase. The new format focuses on high-tech and low-carbon technologies, high-end 
services development, as well as modernising the small-and-medium enterprises in Malaysia.

Official Development Assistance
As a nation that holds close bilateral ties with Japan, Malaysia has received a significant amount of 
aid through Japan’s Official Development Assistance (ODA) programme. This economic assistance 
that was provided from the First Malaysia Plan 1966-1970 to the Ninth Malaysia Plan 2006-2010 
underwent various stages of evolution. In the present context, where trade and investments dominate 
the bilateral economic relations, the role of ODA has now been reduced.

In the beginning (1957 – 1969), Japan’s investments mainly involved the acquisition of raw materials 
to meet its industrial needs. The second stage, (1970-1980) saw the outsourcing of manufacturing 
and industrial production abroad. Malaysia was a preferred location. During this time, opportunities 
for Japanese investment in the country increased, MAJECA with the assistance of JAMECA, was able 
to advice the Malaysian government to formulate appropriate policy measures to enable Japanese 
investment inflows to Malaysia.

The third stage (1981-2003) jived with Malaysia’s economic growth and its thrust to industrialise 
the economy. As a result, Malaysia prospered through the sharp increase in investments from 
Japan. This trend helped to set in motion the rapid industrialisation of the country, as well as lay the 
groundwork for the booming trade in value-added products between Malaysia and Japan. 
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Bilateral Trade Agreements and Regional Co-operation
Based on the historical track record of trade relations and investment patterns, Malaysia and 
Japan saw the need to put relations on a wider and firmer footing. While a bilateral free trade 
agreement have been done as a basic necessity, both countries agreed to enter into an economic 
partnership, for which Malaysia-Japan Economic Partnership Agreement (MJEPA) was signed 
in 2006. MAJECA organised a series of meetings and seminars with industry stakeholders 
and business people to assess their mood and views and also their apprehensions about the 
proposals in the MJEPA. The MJEPA has become a basic reference document for bilateral 
business engagements. Since the signing of MJEPA, the trade in goods and services between 
the two countries have increased manifold.

“Malaysia-Japan economic relations have been further strengthened by the 
signing and implementation of the Japan- Malaysia Economic Partnership 
Agreement, or the JMEPA. 
 
The JMEPA is a comprehensive agreement, covering a wide range of areas, 
and sectors. This broadly includes trade and investment liberalisation, and 
facilitation, as well as economic cooperation, between Malaysia and Japan. 
 
The commitment under JMEPA, also covers protection of each country’s 
investors and their investments, in the territory of the other country. These 
commitments will help to enhance the transparency, and predictability of 
the trade and investment regimes of both Malaysia and Japan, which will 
contribute towards increasing two-way trade and investment flows. 
 
The Economic Partnership Agreement will widen the scope, and opportunities 
for technical cooperation with Japan, and for developing capacity building 
and training programmes.”
– Extract from Tan Sri Rafidah Aziz’s speech at the 27th Joint Conference on 20 March 2007


