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Abstract: Sustainable foreign direct investment (SFDI) contributes to the development of the economic,
environmental, and social aspects in rational governance practices in Malaysia. Prior studies lack the
integration and synthesis of the SFDI attributes from the policymakers and foreign investors’ perceptions.
These attributes are measured through the qualitative information and subjective perceptions and
need to transform into comparable values. The fuzzy Delphi method is applied to identify the valid
set of SFDI attributes and confirms the validity and reliability of these attributes. Moreover, prior
studies have not examined the importance and performance of those valid attributes in qualitative
information. The fuzzy importance and performance analysis is proposed to assess the attributes’
importance and performance level. The results show that financial, macroeconomic, and institutional
policy aspects are among the most important SFDI attributes, together with environmental and social
aspects. This study identifies the discrepancies between policymakers and foreign investors and suggests
that the financial aspect is the priority of foreign investors that needs to be concentrated for improvements;
meanwhile, the institutional and policies and social aspects in performance level are presented as a big
contradistinction. The theoretical and policy implications are discussed.

Keywords: sustainable foreign direct investment; fuzzy Delphi method; fuzzy importance and
performance analysis; triple-bottom-line

1. Introduction

Sustainable foreign direct investment (SFDI) involves contribution on the economic, social,
and environmental development within a rational governance practice [1]. This implies that the SFDI
is not concerned only with the economic or financial gains, which usually is the sole focus in FDI,
but also considers the social and environmental impacts to reduce negative spillover in Malaysia.
The governance has to strictly ensure the FDI quality and not just encourage more capital inflows
that are unconcerned with their externalities. Moreover, the FDI’s quality has become the priority
since the globalization process [1]. Malaysia, as an emerging economy that relies heavily on FDI
inflows, cannot escape this phenomenon. This is because the inward FDI is needed to fulfill the capital
shortage for local development. However, Malaysia is focusing less on the FDI quality due to the
lack of awareness and inadequate regulations, and this might offer opportunities for foreign investors
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to reallocate their investment [2]. This study sheds light on the attributes that are needed to create
a sustainable investment environment for the stakeholders. This study incorporates attributes from
social, environmental, and economic aspects in order to measure SFDI (triple bottom line, or TBL).

Prior studies lack to integrate the multi-aspects in SFDI and their features are divided into four
aspects, which are economic, social, environmental, and governance [1,3–5]. For instance, the economic,
social, and political aspects encouraging to have more FDI inflows [6]. The social, economic, and financial
aspects showed the attraction toward FDI, together with the regulatory and political aspects [7]. Besides,
the FDI allocation is determined by social, financial, political, and institutional aspects, especially for
terrorist activity, which will hamper the FDI inflows [8]. The social aspect’s attributes, such as technology,
culture, innovation, and human capital, captivate the inwards FDI, together with the macroeconomic
aspect also proven [9,10]. This indicates that the TBL aspects and governance aspect are necessary for
SFDI inflows. There are only environmental and governance aspects able to realize the sustainability in
FDI inflows [4]. However, institutional and governance require policies to monitor and supervise the
investment operation. These policies are necessary to make sure compliance with the rules and regulations
and ensure SFDI conducted in a sustainable manner without endangering the local community.

In addition, the government’s supporting policies argued as a requirement in boosting SFDI inflows.
For instance, FDI allocation is mainly contributed to the government’s policies and macroeconomic
aspects [11]. In the same vein, the integration of government’s supporting policies, macroeconomic,
and natural conditions in attracting inward FDI have been proven [12,13]. The public interventions and
investment environment were the key FDI aspects, although their effects may vary in different finance
sources [14]. These studies ascertained that the government’s support policies increase the inwards
FDI flows, whereas it could reduce the investment costs, as well as provide necessary protection
and guarantee to the foreign investors. Prior studies suggested that the FDI distribution was mainly
credited to the TBL aspects and also the government’s support policies. However, these studies are
focused on the FDI attributes, and few studies integrate those valid attributes, such as economic and
financials, environmental, social, institutional, and policies, to explore on the SFDI attributes. There is
a lack of studies to focus and structure the SFDI attributes from the policymakers and foreign investors’
perspectives. The understanding between different policymakers and foreign investors’ perspective is
necessary to provide useful input for policymakers in formulating future policies that will attract more
capital inflows. Policymakers required the opinion of the public, such as stakeholders, to develop
policy plans that could meet their expectations [15]. Direct interaction with practitioners is essential
for knowing their opinions and perceptions [2]. In practices, the perception on SFDI attributes in
qualitative information is hard to measure and quantify into crisp value.

Hence, this has produced unclear information on the attractiveness of these SFDI attributes
due to FDI attributes collected from literature and depend on the data’s availability [4,13,14].
This study provides a set of important attributes to encourage more FDI inflows toward sustainability.
These attributes are essential to improve and enhance the attractiveness on foreign investment.
However, these studies are not to examine the attributes of the importance and performance level.
There is a need to evaluate the current performance of these attributes through an assessment. For that
reason, identifying the SFDI’s important attributes and understanding the performance of these
attributes is needed to strengthen and enrich the attractiveness towards SFDI. The objectives of this
study was to evaluate the attributes as follows:

• To identify the valid SFDI attributes based on qualitative information.
• To assess the attributes’ importance and performance level in subjective perception
• To justify and suggest the improvement action strategy from experts’ perception.

The SFDI attributes are related to the person’s judgment in relevant stakeholders that requires
human subjective perceptions. This study utilizes these subjective perceptions to assess qualitative
information. The uncertainty and vagueness of the experts’ subjective perceptions were addressed
through the fuzzy set theory and converted into a comparable value. However, the qualitative
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information from the expert’s subjective perception has to be handle uncertain information. This study
adopts the fuzzy Delphi method (FDM) to identify the essential attributes for SFDI due to this uncertain
information. In the practical assessment, the importance of the government’s support policies could
be examined individually, and the identification of essential attributes is based on a set of potential
attributes. This assessment improves the reliability and validity of the attributes’ selection and evaluates
the ranks and positions the valid attributes using fuzzy importance and performance analysis (FIPA).
FIPA is collecting and analyzing the data under uncertainties.

This study has contributed in threefold: (1) identifying the essential and valid set of SFDI attributes;
(2) assessing the rankings and the performance’s position of valid attributes using the FIPA; and (3)
suggesting the improvement SFDI plan for Malaysia to enhancing the attractiveness. This study contributes
to the policymakers’ side to develop a set of attributes grounded in theory and experts’ subjective perception
from the qualitative information. The performances of the set of important attributes are evaluate through
the qualitative information of the involved experts’, and this could be used to come up with a robust and
reliable suggestion by focusing on that underperformance, but with highly important attributes directly,
as the resources of the policymakers may not focus enough on the whole set of important attributes.

The structure of this study is organized in the following sections. The literature of SFDI and their
attributes, together with the proposed method, are presented in Section 2. Section 3 briefly explains
the case background and the details of the research methods. Section 4 demonstrates the results of the
FDM and FIPA, while the implications are provided in Section 5. The limitations and suggestion for
future study are discussed in the last section.

2. Literature Review

This section briefly discusses the SFDI, together with the proposed attributes. The proposed method
of the study is described in the section.

2.1. Sustainable Foreign Direct Investment

SFDI is the investment practices in one country to another country and considers all TBL aspects
development, together with the governance practices [1,5]. This is important as the foreign investor
usually focuses only on their profitability and is not concerned on the negative impacts of the
investment. Although FDI contributes to economic growth and offers more jobs opportunity, investors
generate more profits by enlarging their investments in foreign markets [16]. However, many studies
have remarked on the negative impacts of FDI activities, especially on environmental and social
aspects [17–19]. For example, the local labor market was destructed by the FDI activities due to
the competition pressure and also labor-saving techniques to minimize the costs [17]. FDI caused
environmental devastation and has not contributed to environmental sustainability [18]. FDI has
adverse consequences on climate actions, although the FDI decisive role on economic growth remarks
especially on basic infrastructure, clean water, sanitation, and renewable energy [19]. This has provided
evidence of the FDI’s negative impact, although it does not concern sustainability [3]. In sum, SFDI is
known as the solution to overcome the cross-border investment’s negative spillover with aims to
minimize the destruction of economic, environmental, social, and governance aspects.

In the literature, the SFDI areas that need to be focused on have been provided [1,4]. For instance,
economic aspect is concern with employment, infrastructure, and research and development.
The characteristics of the environmental aspect include carbon emission, water usage and management,
and pollution control. The social aspect is related to gender equality, fair wages, public health, and labor
rights. Transparency, corruption control, and efficient management practices are the features under the
governance aspect. All of these are important to achieving SFDI to benefit all aspects. The cross-border
investment must be conducted in a sustainable way to reduce the negative externalities on the local
community. Foreign investors look for sustainability in the market, as well as financial gains [20].
This proves that investment sustainability is important for foreign investors as they are concerned
about the investment relevancy and maintaining in the economy. The SFDI also ensures that the
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cross-border investment remains competitive and provides a conducive investment environment for
all stakeholders.

2.2. Proposed Method

Prior studies have used the secondary quantitative approach to assess the determinants in
different contexts, such as econometric methods [21–23], semi-structured interview, and questionnaire
approaches [7,11]. Only a few studies have used primary qualitative approaches, such as literature
review and expert opinions [12], and analytic hierarchy process [13], although the quantitative
approaches, such as panel generalized method of moments and panel fixed or random effect, dominated
in prior studies. The main limitation of this quantitative approach is that it is unable to assess the
influence of government policies, which may serve as an attractor to the FDI flows. The host economy
usually executes few policies simultaneously; hence, it cannot assess the influence of these policies
independently [13]. The attributes’ selection in the econometric approaches relies more on the literature
and the data’s availability [13]. Therefore, getting qualitative information from the expert’s subjective
perceptions could be measure and compare the expert’s judgments as they tend to be ignored in prior
studies due to the unavailability of data. Direct interaction with the experts is essential to understand
their opinions and emphasized perceptions [2,12,13].

The FDM was proposed to identify the important attributes and exclude those unimportant
attributes based on the experts’ judgment. The Delphi method consolidates the opinion of experts and
removes irrelevant attributes [24]. The classical Delphi method was revised with the fuzzy set theory to
understand the human perceptions that are unable to measure accurately [25]. Human judgment tends
to be subjective; thus, it comes with high uncertainties. The subjective perceptions’ characteristics
remain in FDM, although those experts’ subjective perceptions have been transformed into comparable
quantitative values using the fuzzy set theory [26]. Those experts exchange their judgments according
to their knowledge and experience, and this simplified method has addressed the uncertainty problem
in the survey method [27–29].

The study continues to use the FIPA to define the rank and position of importance and performance
for each attribute after a set of essential SFDI attributes determined in FDM. The vagueness and
uncertainty in human linguistics preferences were solved through the fuzzy set theory as those human
linguistics preferences further converted into a comparable value based on the degree of membership
function [30]. In the IPA technique, the quadrant of each attribute could precisely be located; therefore,
the relevant strategies could be identified for managerial actions [31]. Few studies have applied this
FIPA method to identify the attributes that need to be the focus for further improvements under the
uncertainty and vagueness of the experts’ subjective perceptions [30,32,33].

2.3. Proposed Attributes

Prior studies have partially examined aspects on SFDI, such as institutional environment,
macroeconomic environment, natural condition, and supporting policies [12,13]. The abundance
of resources have been studied together with economic support policy and institutional quality [9].
The influence of public interventions, international public finance, and investment environment on the
FDI inflows was assessed [14]. The social aspects were studied together with regulatory, economic
and financial, and political aspects [7]. As aforementioned, the macroeconomic aspect seems to be an
essential attribute that cannot be omitted. The influences of the institutional attributes has also gained
much attention [34–36]. Few studies that focused on the FDI in renewable energy sectors further
confirmed the importance of the government’s policies on the location decision [12–14]. Therefore,
a proper selection of the essential SFDI attribute is important to obtain reliable and robust findings.
This study confirmed the valid attributes in prior studies through the FDM and categorized the
criteria that may influence the FDI toward sustainability into five aspects, namely environmental (AS1),
financial (AS2), macroeconomic (AS3), institutional and policies (AS4), and social (AS5).
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Among the proposed SFDI attributes, the SFDI distribution is related to the access to land (C1) [13].
This is the only valid criteria under the environmental aspect (AS1) and implies that foreign investors
concerned about the procedure of land acquisition during their investment allocation. In the financial
aspect (AS2), the financial market development (C3) is essential to encourage more capital inflows as
the investors have to utilize the financial instrument in their investment decision [37]. Foreign investors
are concerned about access to local finance (C2) [13]. This is not only local financial facilities, but also
the SFDI allocation determined by international public finance (C5) [14]. The investment costs (C6)
could promote incoming foreign investment was also proven [38]. However, the capital inflows might
be hindered by the interest rate (C4) [39,40]. Labor costs (C7) might hamper the incoming investment,
which has also been proposed [13,23]. The cross-border capital inflows encumbered by profitability
(C8) is documented in Reference [36].

Among the macroeconomics aspect (AS3) that might promote SFDI, the capital inflows are attracted
by the market openness (C13) and market potential (C14) [11,13]. The high productivity (C15) is the
main attribute that encourages investment inflows also supported [41]. The export intensity (C10) of the
host economy attracts more incoming investment [36]. The convenience of the national transportation
systems, such as airways (C16), roadways (C17), and waterways (C18), is needed to promote more
foreign investment inflows [42]. However, the SFDI distribution might be impeded by the communication
infrastructure (C12) [20]. The business sophistication (C9) and goods market efficiency (C11) do not
encourage more capital inflows [37]. Moreover, foreign investors are likely to invest in an economy with
stable and riskless environments. Several types of stabilities have been investigated in prior studies,
such as price stability (C23), exchange rate stability (C21), banking stability (C19), and monetary policy
uncertainty (C22) [11,13,43]. For instance, the fluctuation of the exchange rate could be an additional
cost and thus encumber the foreign capital inflows [8,13]. The monetary policy uncertainty discourages
foreign investment, while banking stability promotes foreign capital inflows [43]. Country risk (C20) could
promote foreign investment inflows also remarked [38]. The attractiveness of world uncertainty (C24)
towards the cross-border investment inflows has also been studied [44]. Prior studies clearly show that the
SFDI allocation is more attracted by the attributes that could minimize the operating or investment costs,
such as the convenience of the infrastructure, financial facilities, and the demand of the markets, while the
higher tax and interest rate and other attributes might obstruct the inward capital flows. In addition,
different stabilities could behave as attractors and obstacles for attracting foreign investment. If the
attribute does not increase the operating costs of investment, then it could be attractors which would offer
opportunities to gain profits.

In recent years, the institutional and policies aspect (AS4) has been focused on SFDI’s studies.
For instance, better bureaucracy quality (C25) stimulates inwards capital flows was proposed by
Reference [45]. In a meta-analysis study, the rule of law (C26) could encourage more foreign investment
was confirmed by Reference [35]. The different measurements of freedom in the index of economic
freedom, such as business freedom (C27), financial freedom (C29), investment freedom (C31), and labor
freedom (C32), lean towards encouraging more capital inflows [22]. The same positive influence of
economic freedom (C28) was also reported in Reference [42]. Prior studies remarked on the relationship
between the institutional attributes, such as control of corruption, political stability, and rule of law,
with the attractiveness towards foreign capital inflows [44–46]. Different influences of institutional
freedom (C30) have been documented, wherein the democracy attribute only influences Kenya,
while Malaysian is affected by the governance attribute [47]. The inward capital flows are concerned
with the priority access to the electric grid (C35) and social acceptance (C37) [13]. Protection for foreign
investors (C36) is essential for foreign investment because economic partnerships agreement and free
trade agreements (C34) tend to encourage more SFDI inflows [39,42]. As expected, business regulation
(C33) and minimum wages are likely to impede foreign capital inflows [48].

By focusing on the social aspect (AS5), reinforcing technology, including technology readiness
(C40), has a tendency to attract foreign investors [10]. The total labor force and skilled labor (C39)
could encourage more foreign investment inflows as suggested by Reference [23,46]. However, foreign
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investors are not likely to invest in the destination with higher criminal activities (C38) [49]. The valid
SFDI attributes are presented in Table 1 below. The complete and invalid set of proposed SFDI attributes
is provided in Appendix A Table A1.

Table 1. Sustainable foreign direct investment (SFDI) aspects and attributes.

Aspects Criteria Description References

AS1 Environmental C1 Access to Land
The degree of ease of acquiring
the land in the host country that
required to develop projects.

[13]

AS2 Financial C2 Access to local
finance

The degree of ease of obtaining
financing in the host country’s
financial market.

[13,14,36–38,40]

C3 Financial Market
Development

The existence of a functioning
financial market in the
host country.

C4 Interest Rate The costs of financial loan in the
host country.

C5 International Public
Finance

The financial flows from
multilateral or national
development banks (outside the
host country).

C6 Investment Cost
The amount of capital that
investors need for investment in
the host country.

C7 Labor Cost The costs of labor in the
host country.

C8 Profitability
The degree to which the
investments yield profit or
financial gain.

AS3 Macroeconomics C9 Business
Sophistication

The quality of the environment in
the host country in which
businesses operate
(Business Climate).

[11,20,36,37,41,42]

C10 Export Intensity
The degree to which the host
government aims to export
its products.

C11 Goods Market
Efficiency

The exchange between consumers
and businesses without host
government restrictions, where
the products and services can be
adequately produced given the
conditions of supply and demand.

C12 Infrastructure—
Communication

The level of development in
communication network and
facilities in the host country.

C13 Market Openness

The ability of foreign investors to
compete in the host country
without any discrimination
and restriction.

C14 Market
Potential/Growth

The potential of product demand
in the host country.

C15 Productivity
The level of efficiency and
effectiveness of the workers in
conducting their tasks.

C16 Transportation
System—Airways

The level of development in
airways transportation/logistic
infrastructures in the host country.
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Table 1. Cont.

Aspects Criteria Description References

C17 Transportation
System—Roadways

The level of development in
roadways transportation/logistic
infrastructures in the host country.

C18 Transportation
System—Waterways

The level of development in
waterways transportation/logistic
infrastructures in the host country.

C19 Banking Stability
The extent to which the host
country’s banking system can
finance investment projects.

[9,20,38,43,44]

C20 Country Stability

The extent to which investor
doing business are affected by
political and economic turmoil in
the host country.

C21 Exchange Rate
Stability

The fluctuation of the exchange
rate in the host country.

C22 Monetary Policy
Uncertainty

The possibility of changing in the
monetary policy of the
host country.

C23 Price Stability The fluctuation of inflation rate in
the host country.

C24 World Economy
Uncertainty

The uncertainty of the
world economy.

AS4 Institutional
and Policy C25 Bureaucratic Quality

The strength and expertise of the
host government to govern
without drastic changes in policy
or interruptions in
government services. [13,45]

C26 Rule of Law
The extent to which agents have
confidence in and abide by the
rules of society in the host country.

C27 Business Freedom

The degree of a company to
establish and operate without
undue state regulatory
interference in the host country.

[11,22,40,47]

C28 Economic Freedom

The degree of an investor to
operate, produce, consume and
invest in any way they please
without the intervention of
authorities in the host country.

C29 Financial Freedom

The banking system in the host
country is efficient and
independent of government
control and interference in the
financial sector.

C30 Institution Freedom

The host country’s government
involvement in the allocation of
resources through
well-established institutions.

C31 Investment Freedom

The absence of restrictions with
transparency on the movement of
capital and investment in the
host country.

C32 Labor Freedom
The degree of the legal and
regulatory framework of the host
country’s labor market.
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Table 1. Cont.

Aspects Criteria Description References

C33 Business Regulation

The regulations needed by
investors to comply with the host
country, such as time and cost to
import, start a business,
and enforce the contract.

[7,13,39,48]

C34
Economic

Partnerships/Free
Trade Agreements

The degree of the host country in
signing and joining the free trade
agreement or economic
partnership agreement with
other countries.

C35 Guaranteed access to
the electric grid

The guaranteed, transparent and
straightforward access to the
electric grid in the host country.

C36 Protection of Foreign
Investors

The regulation or standards in the
host country that protect the
investments and profits made by
foreign investors (e.g., Investment
Guarantee Agreements (IGAs).

C37 Social Acceptance
The extent of acceptance by the
citizens of the host country and/or
the residents in the project sites.

AS5 Social C38 Criminal Activities The frequency of criminal
activities in the host country.

[10,46,49]
C39 Labor Force The number of workers willing to

work in the host country.

C40 Technology
Readiness

The agility of the host country’s
industries in adopting existing
technologies to
enhance productivity.

3. Materials and Methods

This section provides a brief discussion on SFDI in Malaysia. The evaluation methods of FDM
and FIPA are explained in the following sections.

3.1. Case Background

Malaysian global ranking in the World Bank Group’s Doing Business 2020 has risen, as shown in the
commitments of the Malaysian government in rectifying the institutional and legal systems, and restoring
the fiscal health of the federal government’s budget has also been recognized [50]. This effort is needed to
improve and enhance the investment environment in Malaysia. However, the total amount of inward
FDI showed a continually decreasing trend from $12.20 billion in 2011 to $8.09 billion in 2018, although
the total inward FDI of developing economies was raised from $665.07 billion to $706.04 billion in the
period [51]. This implies the improvement efforts failed to attract the interest of foreign investors. Malaysia
seems to lose its attractiveness as an ideal investment destination for foreign investors compared to other
developing economies. Moreover, FDI directly impacts Malaysian economic growth [47]. However,
Malaysians have been over-relying on multinational corporations and FDI in enhancing their exports and
technology transfer [52]. Thus, to promote the economic growth in Malaysia, the continued capital flows
from foreign investors is required as it needs to satisfy the capital shortage in the local financial market.
There is a need to understand SFDI attributes to improve and enhance their attractiveness towards the
sustainable foreign capital inflows.

SFDI is considered the contribution of economic, environmental, and social aspects with fair
governance practices in order to continually improve and enhance the attractiveness of Malaysia
to become a preferred investment destination for foreign investors. Several stakeholders, such as
those at the federal, state, and agency levels, have to work together in reforming the investment



Sustainability 2020, 12, 8749 9 of 38

environment. The establishment of a conducive and sustainable investment environment requires
support from several aspects. For instance, the policymakers have to identify important attributes
that are favorable to attract foreign investors’ attention. Besides that, understanding their current
performance is also important to introduce the appropriate strategy to empower and strengthen the
performance of these important attributes. The attributes identification and performance assessment
through the experts’ linguistics preferences are expected to have useful information for stakeholders to
increase the desirability of SFDI inflows. In this study, a panel of experts consists of 9 foreign investors
and 14 policymakers from the relevant ministries and authorities in Malaysia. The foreign investors
originated from China and Taiwan, and they have from 5 to 30 years of investment experience in
Malaysia. In recent years, Malaysia has been the primary host country for Chinese investors due to the
Belt Road initiative, as well as the New Southbound Policy introduced by the Taiwanese government.
Therefore, both investor groups are realizing their governments’ policies by providing capital to
enhance their international relations with other countries. The experts that have an average of 12 years
working experience in the field from the different relevance ministries and agencies in Malaysia, such as
Ministry of International Trade & Industry (MITI, Kuala Lumpur, Malaysia), Malaysian Investment
Development Authority (MIDA, Kuala Lumpur, Malaysia), and Ministry of Finance (MoF, Putrajaya,
Malaysia), were invited to provide their precious perspectives. The description of foreign investors
and policymakers provided in Appendix A Tables A2 and A3.

3.2. Fuzzy Delphi Method

The FDM introduced by Reference [53] integrated the classical Delphi method with the fuzzy
set theory due to the vagueness and uncertainty in the humans’ judgments. This is because these
subjective perceptions are difficult to achieve a consensus. Therefore, the FDM adopted was to achieve
a group decision for a specific issue. Some advantages offered by FDM, such as the method, could
reduce the sample of interviews and research time, as well as optimize experts’ knowledge in the
field [28].

In this method, the significant value of attribute b estimated by an expert a, where j = (xab; yab; zab),
a = 1, 2, 3, . . . , n; b = 1, 2, 3, . . . , m. The weight of jb for attribute b is jb = (xb; yb; zb), while xb = min(xab),

yb =
(
Πn

1 yab
)1/n

, and zb = max(zab). The subjective perceptions of each expert is then converted into the
comparable value using the triangular fuzzy numbers (TFN), as provided in Table 2.

Table 2. Transformation table of linguistic terms.

Linguistic
Terms—Importance

Level

Linguistic
Terms—Performance

Level

Corresponding
Triangular Fuzzy

Number
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Unimportant Poor Performance (0, 0.25, 0.5)

Very Unimportant Very Poor Performance (0, 0, 0.25)

The equation below is used to find the convex combination values of Db, through the α cut.

ub = zb − α(zb − yb), lb = xb − α(yb − yxb), b = 1, 2, 3, . . . , m. (1)

As the experts’ judgment assesses in FDM, the values of α could range from 0 to 1, depending on
whether the experts are positive or negative perceivers. The rule of thumb suggests that the median of
α values is 0.5. The value of Db then is obtained using the following equation.

Db =

∫
(ub, lb) = δ[ub + (1− δ)lb], (2)
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where δ represents the positivity level of a decision-maker and utilizes it to achieve the primary

consensus within the experts. Next, γ =
n∑

a=1

(Db
n

)
represents the threshold level used to reject those

unnecessary attributes. The attribute b is rejected if Db ≤ γ, and vice versa.

3.3. Fuzzy Importance-Performance Analysis

The IPA introduced by Reference [31] used to assess the rankings between the importance and
performance level of each attribute. The IPA was integrated with the fuzzy set theory to address the
vagueness and uncertainty of the humans’ perception. In FIPA, the two-dimensional matrix is adopted
to provide the graphical evidence on the ranking and position for each attribute. Quadrant (I) has
the highest importance and performance rankings. The attributes in this quadrant should keep their
momentum to maintain their performance. Quadrant (II) focuses on the attributes that performed
well but are less important and suggests that the policymakers should not focus too much on these
attributes as it is wasting resources or skills. Quadrant (III) represents the attributes with a low priority
for any improvement. The attributes in this quadrant are not necessary for establishing a sustainable
environment for foreign investment. Lastly, quadrant (IV) refers to the attributes that are highly
important but performed poorly. The policymakers should give their concentration to improving the
attributes located in this quadrant, as they are crucial to success. The country’s competitive advantages
appear in quadrant (I), while the resources tend to be wrongly allocated for the attributes in quadrant
(II) [33]. From the graphical result, the policymakers can understand the current position for each
attribute. This could help them to plan and implement the desired policies that might improve and
enhance the foreign investment environment toward sustainability.

Since the experts are required to rate the importance and performance level of each attribute,
there are two weights, namely importance weight (wi) and performance weight (wp). Both weights
are assumed to be the same importance for each expert. The equation below used to calculate the
weights (wc):

wc =
(
wi + wp

)
/2. (3)

4. Results

This section presents the analysis results. The FDM results are first presented and followed with
the FIPA’s results and figures. The FIPA comparison between two expert groups also provided to show
the distinctions.

4.1. Fuzzy Delphi Method

The FDM is used to identify the important aspects and criteria based on the experts’ experiences
and knowledge. The subjective perceptions of experts’ judgments are transformed into corresponding
TFN. These subjective perceptions data then defuzzied using Equations (1) and (2). Those proposed
attributes are rejected if their α value is lower than the threshold α value, otherwise accepted. The FDM
results of aspects and criteria are provided in Tables 3 and 4 with the threshold value of 0.557 and 0.408.
Table 3 shown that five aspects are accepted and implied that these five aspects are important for SFDI.
Among the aspects, the financials (AS2), macroeconomics, (AS3) and government’s policies (AS3) were
the top three important aspects, together with environmental (AS1) and social (AS5), which were also
accepted as valid aspects for SFDI. Table 4 demonstrates the FDM results of 40 accepted SFDI criteria.
Within the 40 accepted criteria, market openness (C13) is the most important criteria, followed by the
country stability (C20) and transportation system—Roadways (C17), while the exchange rate stability
(C21) and profitability (C8) also ranked in the top five important criteria for SFDI.
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Table 3. Fuzzy Delphi method (FDM) result of aspects.

Aspect lb ub Db Decision Rankings

AS1 0.051 0.727 0.289 Accepted 4
AS2 0.116 0.856 0.419 Accepted 1
AS3 0.109 0.842 0.405 Accepted 2
AS4 0.070 0.764 0.327 Accepted 3
AS5 0.046 0.718 0.280 Accepted 5

Threshold 0.557

Table 4. FDM result of criteria.

Criteria lb ub Db Decision Rankings

C1 −0.194 0.694 0.299 Accepted 32
C2 −0.214 0.714 0.304 Accepted 29
C3 0.111 0.764 0.410 Accepted 10
C4 0.179 0.696 0.393 Accepted 20
C5 0.173 0.702 0.394 Accepted 19
C6 −0.152 0.652 0.288 Accepted 39
C7 0.139 0.736 0.403 Accepted 15
C8 0.072 0.803 0.420 Accepted 5
C9 0.104 0.771 0.411 Accepted 9
C10 −0.199 0.699 0.300 Accepted 30
C11 −0.260 0.760 0.315 Accepted 25
C12 −0.301 0.801 0.325 Accepted 21
C13 0.373 0.877 0.532 Accepted 1
C14 −0.282 0.782 0.320 Accepted 23
C15 0.088 0.787 0.415 Accepted 7
C16 −0.293 0.793 0.323 Accepted 22
C17 0.059 0.816 0.423 Accepted 3
C18 0.119 0.756 0.408 Accepted 11
C19 0.082 0.793 0.417 Accepted 6
C20 0.033 0.842 0.429 Accepted 2
C21 0.064 0.811 0.421 Accepted 4
C22 −0.194 0.694 0.299 Accepted 33
C23 0.148 0.727 0.400 Accepted 16
C24 −0.266 0.766 0.317 Accepted 24
C25 0.125 0.750 0.406 Accepted 13
C26 −0.181 0.681 0.295 Accepted 35
C27 0.135 0.740 0.404 Accepted 14
C28 0.119 0.756 0.408 Accepted 12
C29 0.169 0.706 0.395 Accepted 18
C30 0.157 0.718 0.398 Accepted 17
C31 −0.164 0.664 0.291 Accepted 37
C32 −0.176 0.676 0.294 Accepted 36
C33 −0.236 0.736 0.309 Accepted 26
C34 −0.198 0.698 0.299 Accepted 31
C35 −0.184 0.684 0.296 Accepted 34
C36 0.088 0.787 0.415 Accepted 8
C37 −0.145 0.645 0.286 Accepted 40
C38 −0.163 0.663 0.291 Accepted 38
C39 −0.227 0.727 0.307 Accepted 28
C40 −0.230 0.730 0.308 Accepted 27

Threshold 0.408
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4.2. Fuzzy Importance and Performance Analysis

In FIPA, the valid attributes resulted from FDM were measured by their current rankings and
performances. The attributes are plotted into four quadrants in the figure, which represents a different
level of importance and performance according to the judgments of experts. The judgment and
perceptions for each expert are integrated with assigned weights and defuzzified into the comparable
values. Equation (3) is used to estimate the weights of aspects and criteria. Tables 5–7 present the
FIPA results of aspects using the TFN for three samples in this study. In Table 5, the average value of
importance and performance level for aspects in the overall sample are 0.801 and 0.707. The means of
the aspects’ importance and performance values for policymakers are 0.824 and 0.744, as shown in
Table 6. In Table 7, foreign investors have the lowest importance and performance values (0.769 and
0.658) for all aspects. The positive values of (I-P) show that the aspects are highly important, but their
performance is not satisfied. Among the aspects of three samples, only the environmental aspect in
foreign investors shows the negative (I-P) value. This implied that foreign investors are gratified with
the environment’s performance.

Table 5. Fuzzy importance and performance analysis (FIPA) results of aspects for the overall sample.

Aspects
Important—TFN Performance—TFN

Important Performance (I-P)
L m u L m u

AS1 0.534 0.784 0.952 0.524 0.774 0.922 0.756 0.740 0.016
AS2 0.661 0.911 0.990 0.492 0.742 0.929 0.854 0.721 0.133
AS3 0.644 0.894 0.990 0.515 0.765 0.952 0.843 0.744 0.099
AS4 0.572 0.822 0.977 0.444 0.694 0.890 0.790 0.676 0.115
AS5 0.535 0.785 0.961 0.419 0.669 0.880 0.760 0.656 0.104

Means 0.801 0.707

Table 6. FIPA results of aspects for policymakers.

Aspects
Important—TFN Performance—TFN

Important Performance (I-P)
L m u L m u

AS1 0.586 0.836 1.000 0.565 0.815 0.924 0.808 0.768 0.039
AS2 0.674 0.924 1.000 0.554 0.804 0.982 0.866 0.780 0.086
AS3 0.666 0.916 1.000 0.554 0.804 0.982 0.861 0.780 0.081
AS4 0.602 0.852 1.000 0.531 0.781 0.960 0.818 0.757 0.061
AS5 0.543 0.793 0.972 0.401 0.651 0.857 0.769 0.636 0.133

Means 0.824 0.744

Table 7. FIPA results of aspects for foreign investors.

Aspects
Important—TFN Performance—TFN

Important Performance (I-P)
L m u L m u

AS1 0.463 0.713 0.887 0.469 0.719 0.919 0.688 0.702 −0.015
AS2 0.644 0.894 0.976 0.409 0.659 0.858 0.838 0.642 0.196
AS3 0.614 0.864 0.976 0.462 0.712 0.912 0.818 0.695 0.123
AS4 0.532 0.782 0.946 0.327 0.577 0.796 0.753 0.566 0.187
AS5 0.524 0.774 0.947 0.442 0.692 0.912 0.748 0.682 0.066

Means 0.769 0.658

The FIPA results of SFDI criteria is presented in Table 8 for all three samples. The average
values of importance and performance level is provided in the last row of Table 8 and shows that
the important values are greater than the performance values in all three samples. This positive (I-P)
values imply the poor performance of the SFDI criteria and need improvement immediately. However,
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two criteria have negative (I-P) values in the overall sample: investment cost (C6) and investment
freedom (C31). Besides the investment costs (C6), four more criteria with negative (I-P) values in
policymakers’ sample are access to local finance (C2), international public finance (C5), rule of law
(C26), and institution freedom (C30). In the foreign investors sample, nine criteria have the negative
(I-P) values, including investment cost (C6), export intensity (C10), business freedom (C27), economic
freedom (C28), investment freedom (C31), labor freedom (C32), economic partnerships/ free trade
agreements (C34), social acceptance (C37), and criminal activities (C38). The negative (I-P) values
suggest that the criteria are overperformed, as the performance value is greater than the importance
value. The inconsistent findings show that there is variation between the policymakers and foreign
investors’ viewpoint, as the foreign investors look like they are more satisfied with the SFDI criteria
performances, especially for the criteria with negative (I-P) values.

Figure 1 shows the IPA plot for five SFDI aspects into four-quadrants using the importance
and performance’s defuzzified values. Overall, financials (AS2) and macroeconomics (AS3) stand at
quadrant I, which has a high importance and performance level. Environmental (AS1) falls in quadrant
II, and this suggests that the environmental aspect is wasting the resources, as the importance level
is low. Institutional and policies (AS4) and social (AS5) are placed in quadrant III, which is the low
priority area. This implies that the importance and performance level of these aspects are low and do
not need any improvements. In addition, Figure 1 indicates the distinction between two expert’s groups.
For policymakers, financials (AS2) and macroeconomics (AS3) are located in quadrant I. This suggests
that the importance and performances of both aspects are high. In quadrant II, the environmental
(AS1) and institutional and policies (AS4) fall in this possible overkill area. The social (AS5) is placed in
quadrant III, which is not particularly important for SFDI. For foreign investors, only macroeconomics
(AS3) falls in quadrant I, which is the high importance and performance quadrant. The environmental
(AS1) and social (AS5) are placed in quadrant II, which suggests a possible overuse of resources, as these
aspects have low importance level. In the low priority area, quadrant III, institutional and policies
(AS4) stands in this area and suggests that the importance and performance level of institutional and
policies are low. Lastly, the financials (AS2) fall in quadrant IV. This suggests that the attention of
improvement should concentrate on this aspect, as the level of importance is high, but the performance
level is low. Specifically, macroeconomics (AS3) is the aspect which is located in quadrant I in all
samples, the same as environmental (AS1), which is placed in quadrant II in all IPA plots.
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Table 8. FIPA results of criteria.

Overall Policymakers Foreign Investors

Important Criteria Importance Performance (I-P) Importance Performance (I-P) Importance Performance (I-P)

C1 Access to Land 0.735 0.695 0.040 0.700 0.695 0.005 0.761 0.695 0.066
C2 Access to local finance 0.756 0.725 0.031 0.686 0.704 −0.018 0.809 0.741 0.067
C3 Financial Market Development 0.789 0.731 0.058 0.764 0.657 0.107 0.808 0.786 0.021
C4 Interest Rate 0.727 0.704 0.023 0.726 0.700 0.026 0.728 0.707 0.021
C5 International Public Finance 0.741 0.719 0.023 0.650 0.705 −0.055 0.809 0.729 0.080
C6 Investment Cost 0.699 0.742 −0.043 0.656 0.731 −0.074 0.731 0.750 −0.020
C7 Labor Cost 0.776 0.706 0.070 0.774 0.680 0.094 0.777 0.725 0.053
C8 Profitability 0.830 0.687 0.143 0.859 0.601 0.259 0.808 0.751 0.057
C9 Business Sophistication 0.797 0.767 0.030 0.764 0.724 0.040 0.822 0.800 0.022
C10 Export Intensity 0.742 0.740 0.002 0.703 0.676 0.026 0.772 0.788 −0.016
C11 Goods Market Efficiency 0.796 0.707 0.090 0.737 0.624 0.113 0.840 0.768 0.072
C12 Infrastructure—Communication 0.829 0.740 0.089 0.777 0.705 0.072 0.867 0.766 0.102
C13 Market Openness 0.870 0.789 0.080 0.879 0.795 0.084 0.863 0.786 0.078
C14 Market Potential/Growth 0.811 0.755 0.057 0.764 0.741 0.023 0.847 0.764 0.082
C15 Productivity 0.799 0.695 0.105 0.807 0.626 0.181 0.793 0.746 0.048
C16 Transportation System—Airways 0.814 0.707 0.107 0.781 0.626 0.155 0.839 0.768 0.071
C17 Transportation System—Roadways 0.832 0.760 0.072 0.829 0.697 0.131 0.835 0.807 0.028
C18 Transportation System—Waterways 0.781 0.715 0.066 0.763 0.668 0.095 0.794 0.750 0.044
C19 Banking Stability 0.815 0.754 0.061 0.795 0.760 0.035 0.830 0.749 0.081
C20 Country Stability/Risk 0.842 0.724 0.118 0.792 0.671 0.120 0.880 0.763 0.117
C21 Exchange Rate Stability 0.817 0.647 0.171 0.845 0.559 0.285 0.797 0.712 0.085
C22 Monetary Policy Uncertainty 0.740 0.685 0.056 0.719 0.603 0.116 0.756 0.746 0.010
C23 Price Stability 0.761 0.675 0.086 0.739 0.613 0.127 0.777 0.721 0.056
C24 World Economy Uncertainty 0.786 0.672 0.115 0.827 0.684 0.143 0.756 0.662 0.094
C25 Bureaucratic Quality 0.780 0.606 0.173 0.741 0.462 0.279 0.808 0.714 0.094
C26 Rule of Law 0.734 0.721 0.013 0.655 0.664 −0.009 0.793 0.763 0.030
C27 Business Freedom 0.780 0.749 0.030 0.836 0.752 0.085 0.737 0.747 −0.010
C28 Economic Freedom 0.788 0.783 0.005 0.840 0.800 0.039 0.750 0.770 −0.020
C29 Financial Freedom 0.757 0.741 0.016 0.746 0.726 0.020 0.766 0.753 0.013
C30 Institution Freedom 0.757 0.739 0.018 0.731 0.751 −0.020 0.776 0.730 0.046
C31 Investment Freedom 0.707 0.733 −0.025 0.743 0.736 0.007 0.681 0.730 −0.049
C32 Labor Freedom 0.729 0.728 0.001 0.744 0.724 0.020 0.718 0.731 −0.013
C33 Business Regulation 0.779 0.743 0.036 0.792 0.752 0.040 0.769 0.737 0.033
C34 Economic Partnerships/Free Trade Agreements 0.755 0.705 0.050 0.819 0.662 0.158 0.707 0.738 −0.031
C35 Guaranteed access to the electric grid 0.728 0.699 0.029 0.700 0.642 0.058 0.749 0.742 0.007
C36 Protection of Foreign Investors 0.814 0.701 0.113 0.807 0.624 0.184 0.819 0.759 0.060
C37 Social Acceptance 0.670 0.668 0.002 0.656 0.633 0.023 0.680 0.694 −0.014
C38 Criminal Activities 0.705 0.640 0.065 0.691 0.533 0.158 0.715 0.719 −0.004
C39 Labor Force 0.765 0.635 0.131 0.748 0.525 0.223 0.778 0.716 0.062
C40 Technology Readiness 0.774 0.665 0.109 0.728 0.596 0.132 0.808 0.716 0.092

Means 0.773 0.712 0.061 0.758 0.671 0.087 0.784 0.743 0.041
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Figures 2 and 3 show the comparison of aspects on the importance and performance level between
two sub-samples with the overall sample. In Figure 2, the policymakers’ importance level is constantly
higher than the foreign investors in all five aspects, especially in the environmental aspect (AS1), which
shows the largest differences, while social aspects (AS5) show the closest differences. The trends of the
importance level in both samples are moved in the same direction. However, the increase in importance
level of the foreign investors’ financials aspect (AS2) is greater than policymakers, but their average
values are still below the policymakers. In Figure 3, the performances level of policymakers is greater
than foreign investors in all aspects, except the social aspect (AS5). Besides that, the performance level
of foreign investors on the financial aspect (AS2) was dropped, while policymakers had an increasing
trend. For the macroeconomics aspect (AS3), the performance level for policymakers is the same as
the financial aspect (AS2), but foreign investors have better performance in macroeconomics aspect
(AS3). Moreover, the degree of decrease in the performance of institutional and policies (AS4) is larger
for foreign investors compared with policymakers. Both figures show that policymakers and foreign
investors have slightly different importance and performance level for all five aspects. Therefore,
understanding these variations could be an interest in finding ways to improve and enhance the SFDI
investment environment.
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Figure 4 displayed the IPA plot of SFDI criteria for the overall sample and two sub-samples:
policymakers and foreign investors. The first IPA plot presents the criteria for the overall sample.
The summary of the IPA was listed as follows:

• Quadrant 1 consists of financial market development (C3), business sophistication (C9),
infrastructure—Communication (C12), market openness (C13), market potential (C14), transportation
system—Roadways (C17), transportation system—Waterways (C18), banking stability (C19), country
stability (C20), business freedom (C27), economic freedom (C28), and business regulation (C33).

• Quadrant II contains nine criteria, including access to local finance (C2), international public
finance (C5), investment cost (C6), export intensity (C10), rule of law (C26), financial freedom
(C29), institutional freedom (C30), investment freedom (C31) and labor freedom (C32).

• Quadrant III included access to land (C1), interest rate (C4), monetary policy uncertainty (C22),
price stability (C23), economic partnerships/free trade agreements (C34), guaranteed access to the
electric grid (C35), social acceptance (C37), criminal activities (C38), and labor force (C39).

• Quadrant IV concentrates on 10 criteria, comprised of labor cost (C7), profitability (C8), goods
market efficiency (C11), productivity (C15), transportation system—Airways (C16), exchange
rate stability (C21), world economy uncertainty (C24), bureaucratic quality (C25), protection of
foreign investors (C36), and technology readiness (C40). This implies that these criteria need to be
focused on for improvement, as they are the key to achieve the SFDI.

The IPA plot for the policymaker showed slightly different findings, as the criteria are reallocated
within the four-quadrant graph.

• Quadrant I has 15 criteria, including financial market development (C3), profitability (C8), business
sophistication (C9), goods market efficiency (C11), infrastructure—Communication (C12), market
openness (C13), market potential (C14), productivity (C15), transportation system—Airways
(C16), transportation system—Roadways (C17), transportation system—Waterways (C18), banking
stability (C19), country stability (C20), rule of law (C26), and protection of foreign investors (C36).

• Quadrant II includes investment cost (C6), export intensity (C10), monetary policy uncertainty
(C22), business freedom (C27), economic freedom (C28), and financial freedom (C29).

• Quadrant III contains access to land (C1), interest rate (C4), labor cost (C7), price stability (C23),
world economic uncertainty (C24), institution freedom (C30), investment freedom (C31), labor
freedom (C32), business regulation (C33), economic partnerships/free trade agreements (C34),
guaranteed access to the electric grid (C35), social acceptance (C37), criminal activities (C38),
and labor force (C39).

• Quadrant IV only has five highly important criteria, but the performance is not satisfied. The extra
attention has to concentrate on these criteria, which are access to local finance (C2), international
public finance (C5), exchange rate stability (C21), bureaucratic quality (C25), and technology
readiness (C40).
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The foreign investors expressed a different perception, whereas the SFDI criteria located in
different quadrants is compared to policymakers and overall sample as demonstrated in the foreign
investors’ IPA plot.

• Quadrant I contains labor cost (C7), business sophistication (C9), infrastructure—Communication
(C12), market openness (C13), market potential (C14), transportation system—Roadways (C17),
banking stability (C19), country stability (C20), world economy uncertainty (C24), business
freedom (C27), economic freedom (C28), and business regulation (C33).

• Quadrant II is comprised of the criteria that are well-performed but less important for SFDI,
including access to land (C1), access to local finance (C2), interest rate (C4), international public
finance (C5), investment cost (C6), export intensity (C10), financial freedom (C29), institution
freedom (C30), investment freedom (C31), and labor freedom (C32).

• Quadrant III consists of good market efficiency (C11), monetary policy uncertainty (C22), price
stability (C23), bureaucratic quality (C25), rule of law (C26), guaranteed access to the electric
grid (C35), social acceptance (C37), criminal activities (C38), labor force (C39), and technology
readiness (C40).

• Quadrant IV concentrates on the criteria that should be the focus in improving the SFDI investment
environment. These criteria are financial market development (C3), profitability (C8), productivity
(C15), transportation system—Airways (C16), transportation system—Waterways (C18), exchange
rate stability (21), economic partnerships/free trade agreements (C34), and protection of foreign
investors (C36).

The comparison between two sub-samples with overall samples for each criteria is presented
in Figures 5 and 6. Figure 5 indicates that the policymakers’ importance level is higher than foreign
investors in all criteria, except for profitability (C8), market openness (C13), productivity (C15),
exchange rate stability (C21), world economy uncertainty (C24), business freedom (C27), economic
freedom (C28), investment freedom (C31), labor freedom (C32), business regulation (C33), and economic
partnerships/free trade agreements (C34). This implies that these 11 criteria are more important for
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The international public finance (C5) is more important for policymakers compared to foreign
investors, as exhibited the largest gap in Figure 5. A total of 20 criteria show the different direction of
movements between the two sub-samples. For instance, access to local finance (C2), international public
finance (C5), business sophistication (C9), transportation system—Airways (C16), country stability
(C20), bureaucratic quality (C25), financial freedom (C29), institution freedom (C30), priority access
to the electric grid (C35), and technology readiness (C40) are becoming important for policymakers.
Foreign investors are more concerned with financial market development (C3), investment costs (C6),
market openness (C13), productivity (C15), transportation system—Roadways (C17), exchange rate
stability (C21), world economy uncertainty (C24), business freedom (C27), investment freedom (C31),
and economic partnerships/free trade agreements (C34).

The policymakers are more satisfied with the SFDI criteria performances, as provided in Figure 6.
From the foreign investors’ perception, only eight criteria performed better than policymakers.
These criteria included market openness (C13), banking stability (C19), world economy uncertainty
(C24), business freedom (C27), economics freedom (C28), institution freedom (C30), investment freedom
(C31), and business regulation (C33). Foreign investors are very unsatisfied with the performance of
bureaucratic quality (C25) compared with the perception of policymakers, and there is the largest gap.
The performance of eight criteria was raised for policymakers, although foreign investors have
the opposite opinion. These criteria include financial market development (C3), profitability (C8),
country stability (C20), bureaucratic quality (C25), economic partnerships/free trade agreements (C34),
priority access to the electric grid (C35), protection of foreign investors (C36), and criminal activities
(C38). Foreign investors rated higher performance on eight criteria, including the interest rate (C4),
infrastructure—Communication (C12), banking stability (C19), price stability (C23), world economy
uncertainty (C24), business freedom (C27), institution freedom (C30), and social acceptance (C37),
although policymakers assessed it with lower performance. This different perception and judgment
between two sub-samples provided an important implication.

5. Discussion

This study provided both theoretical and policy implications, and both are discussed in this
section. As the comparison between sub-samples has been made in the previous section, the different
implication of the sub-samples is also explained in this section.
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5.1. Theoretical Implications

This study provided evidence of the attributes that caused SFDI from the experts’ perceptions.
Five aspects that are essential in establishing a sustainable environment for cross-border investment
were identified through the FDM. These aspects include financials (AS2), macroeconomics (AS3),
institutional and policies (AS4), environmental (AS1), and social (AS5). This study highlighted that the
aspects could be measured based on importance and performance levels. This study contributed to
the existing literature by offering evidence on the SFDI attributes including TBL aspects, as well as
institutional and policies aspects, in line with recent literature. This indicated that SFDI contributes
to development in economic or financial, social and environmental aspects with fair governance
practices [1]. This study presented a comprehensive assessment tool for evaluating SFDI’s importance
and performance level through the experts’ subjective perceptions. This study revealed that the
financials (AS2) and macroeconomics (AS3) aspects have a higher importance level, but another three
aspects have a lower importance level in all samples. From the performance level, environmental
(AS1), financials (AS2), and macroeconomics (AS3) have the highest performances, while institutional
and policies (AS4) and socials (AS5) recorded the lowest performance level in FIPA.

The result shows that financial aspect (AS2) is one of the essential SFDI aspects. This suggests
that the financial advantages, like labor costs, profitability, and sources of finance, could encourage
more foreign investment. This finding confirmed the economic aspects in TBL aspects, whereas the
financials attributes were the concern for foreign investors in conducting cross-border investments.
The performance of the financial aspect in the FIPA suggests that policymakers are more satisfied with
the performances rather than foreign investors. This implies that foreign investors expect more financial
benefits from the investment and need more efforts to improve their performances. This finding is
crucial, as the financial aspect’s performance has to be evaluated carefully, although the importance of
the aspect is proven. As revealed in this study, different experts group have a different perception
on the aspect performance. This provides new insights in literature, whereas the financial aspect
performance needs to be considered in attracting inwards SFDI flows because prior studies only
assessed the attractiveness of financial aspect over the FDI inflows.

The macroeconomics aspect (AS3) is recognized as the essential aspect and confirmed the economic
aspects in TBL aspects, whereas the macroeconomics attributes are important in determining the SFDI
inflows. That the macroeconomic environment, such as infrastructure facilities, market openness,
and productivity, is important in stimulating foreign capital inflows is consistent with the locational
advantages in Dunning’s eclectic theory [54]. This study assessed the aspects’ performance using the
FIPA and suggested that the macroeconomics aspect has a higher importance level for policymakers
than foreign investors, while the performance is poor from the view of foreign investors. The authorities
or policymakers have to improve and enhance the performances of the macroeconomics attributes,
as their performance is not compatible with their importance level to establish a conducive environment
for SFDI.

The significant role of institutional and policies (AS4) in attracting SFDI have been proven in
this study. This shows that the institutional and policies attributes might influence the attractiveness
of foreign investment towards sustainability. This finding suggest that the institutional aspects and
policies have to integrate with TBL aspects to evaluate the SFDI attributes, as it is an essential aspect.
Moreover, the role of institutional and policies have to incorporate into the locational advantages of
eclectic theory [54], as the institutional and policies might create competitive advantages in attracting
foreign investment. However, this study found that both expert groups are not satisfied with their
current performances, whereas the importance level of the institutional and policies is higher than their
performance level. This indicates that there is room for further improvement to create an encouraging
SFDI environment.
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Besides the economic and financial aspect, the environmental (AS1) and social (AS5) aspects
of TBL also confirmed in SFDI, although it has lower importance and the performance level than
other aspects. These findings verified that cross-border investments consider the environment and
social developments, as well. Therefore, these attributes have to include to stimulate incoming
investment as these attributes contribute to the environment and social developments in establishing
a sustainable environment for foreign investment. The relevant attributes in the environment and
socials aspects, such as availability of natural resources, labor force, and technology readiness, could
offer the competitive advantages in promoting SFDI. This study found the different findings among
policymakers and foreign investors, whereas the importance and performance level of social aspect
is low for policymakers, and foreign investors are more satisfied with their performance. However,
the improvement action should not focus on these two aspects as the importance level are low and
therefore, any additional improvements effort could lead to the resource wasting.

In summary, this study contributed to the literature by providing evidence on the SFDI attributes
through the subjective perceptions approach using the FDM and FIPA analysis. The findings confirmed
the TBL aspects in determining the sustainable cross-border investment and also proved that the
institutional and policies are essential in improving the attractiveness. In addition, this finding showed
the importance of locational advantages in eclectic theory [54], but have to extend to integrated the
institutional and policies to determine the SFDI inflows. Furthermore, this study also indicated the
importance of social and environmental attributes in sustaining foreign investment to minimize social
and environmental impacts. The performance of these important aspects was firstly assessed using
qualitative information, and it could provide more reliable and useful theoretical implication as the
resources and capabilities have to be considered in determining the SFDI attributes. The host economies
might fail in attracting foreign investment and short of capabilities to utilize their resources. Therefore,
any improvement in unimportance aspects or well-performed aspects may waste the resources due
to the limited resources. The improvements have to focus on those critical aspects to improve the
environment of SFDI.

5.2. Policy Implications

This study identified valid SFDI attributes using subjective perceptions from a group of experts.
This provides a more reliable and robust insight as the input is directly collected from the stakeholders.
From the FIPA analysis, the attributes located in quadrant IV have to focus on the improvement
as these attributes’ performance is not equivalent to the importance level. This suggests that the
authorities or policymakers have to place more attention on these attributes to provide a conducive
environment for SFDI. From the overall sample, the results show that 10 criteria are plotted in this
quadrant. These criteria consist of labor cost (C7), profitability (C8), goods market efficiency (C11),
productivity (C15), transportation system–airways (C16), exchange rate stability (C21), world economy
uncertainty (C24), bureaucratic quality (C25), protection of foreign investors (C36), and technology
readiness (C40). Within the 10 criteria, the top five criteria with the largest (I-P) values are focused on
the policy implications.

Profitability (C8) is the ability of the investment to yield profit or financial gain. The main purpose
of an investment is to gain profit and continue to sustain in the market. Only profitable investments
can survive in the market and conduct more additional investments. This study found that the
performance of profitability is not satisfied compared with the importance level. This shows that the
foreign investors are challenging to earn satisfactory profit and this might dampen the willingness
of foreign investors to invest. Thus, the policymakers have to ensure the foreign investors able to
gain adequate profit in their investment, as the profitability is crucial for them to continue to sustain
in the market and contribute to the economic, social, and environmental developments. To address
this, the authorities or policymakers should not intervene in the market operation and let the market
equilibrium decide, especially for the demand and supply and the price in the market. Moreover,
the authorities or policymakers should give more freedom to the market, such as remove the capital
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movement and investment restriction. However, in certain essential needs industries or public facilities,
the authorities or policymakers might set a minimum profit threshold to ensure the investors have
sufficient profits to survive.

The stable exchange rate (C21) is essential for attracting more SFDI inflows. The foreign investment
is a cross-border investment to fulfill the capital shortage; therefore, it involves currency exchange
between two economies. The exchange rate exposure is the additional risk that foreign investors have
to consider. Besides, cross-border investment usually requires a long-term period to generate profits.
The volatility of the exchange rate could be an additional cost for foreign investors if the exchange rate
exposure is not hedged properly. For that reason, a less volatile exchange rate is preferred as it could
reduce the exchange rate risk in foreign investment. Moreover, if the investments are intents to export
their products in international markets, the exchange rate stability could impact their profitability as
the products’ price may differ according to the exchange rate. For example, the price of a product may
become cheaper when the exchange rate of local currency depreciated, and this reduces the profitability
of the investments, and vice versa. However, this study found that the performances of exchange rate
stability are low. To overcome this problem, the authorities and policymakers have to prevent the
overvaluation in their exchange rate, as this could destruct the market operation. In order to avoid
excessive instability, an appropriate intervention is necessary.

Malaysia as a developing economy that heavily depending on international trade. It is expected to
be influenced by world economic uncertainty (C24). The world economy uncertainty is the uncertainty
in another region or economy that might influence the local economy attractiveness towards SFDI
inflows. The authorities or policymakers have to ensure the local economic activities are not over-reliant
on the international trade or global markets. When the world economy became integrated, the local
economy could not escape from any uncertainty nor crisis in the international market or world economy.
However, the result revealed that the world economic uncertainty has poor performance, despite the
high importance level. The authorities or policymakers must diversify economic development without
over-reliance on certain industries, such as oil and natural gas, palm oil, and electronic and electrical
products, in Malaysia’s case. In any policies or budget planning or formulation, global economic
changes must be considered to mitigate the potential impact of global uncertainty on the local economy.

The bureaucratic quality (C25) is important in attracting SFDI. Bureaucratic quality is related to
the strength and expertise of the government officers to administrate public services. The good and
efficient administrative procedure could increase investors’ confidence. Therefore, the authorities and
policymakers have to enhance their administrative quality and capabilities to ensure the smoothness
in implementing the policies. This study suggests that authorities should prepare for more training
of their officers to increase their ability in handling the daily administrative works and provide
better public services to the community, including foreign investors. As foreign investors need to
apply for several permits and approval before investing in Malaysia, excellent public services and
efficient administrative services might attract more inwards SFDI. The authorities and policymakers
should simplify the procedure and application process and become more investor-friendly. If possible,
establish a special unit that coordinated all ministries and agencies to improve the efficiency of the
application in the required permits or approval would be a better solution.

The finding highlighted the importance of foreign investment protection (C36) for encouraging
more SFDI inflows. However, the finding shows that the performance of foreign investors protection
at a lower level. The foreign investors may not familiar with the regulations and culture and this may
be caused them to break the rules or customs unintentionally. The authorities or policymakers have to
provide a certain level of protection for foreign investors, especially on their investment wealth and
safety. For instance, signing protection agreements between the home country and host economies,
like Investment Guarantee Agreements (IGAs), promise foreign investors to repatriate their investment
and profits back to their home country. Malaysia has signed IGAs with 64 economies or regions [55].
This number is far away from a total of 195 countries around the world. The authorities or policymakers
have to provide more protection for foreign investors, as this could raise their spirits to invest.
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The IPA plot also shows that 12 criteria located in quadrant I, which are the competitive
advantage and strength of Malaysia, including market development (C3), business sophistication (C9),
infrastructure—Communication (C12), market openness (C13), market potential (C14), transportation
system—Roadways (C17), transportation system—Waterways (C18), banking stability (C19), country
stability (C20), business freedom (C27), economic freedom (C28), and business regulation (C33).
All these criteria have achieved the highest level of importance and performance from the experts’
views. The Malaysian government and authorities should maintain the performance of these criteria
as it is necessary to stimulate the SFDI inflows.

5.2.1. Policymakers

This study revealed differences between the two experts’ groups. From the policymakers’
perception, five criteria are located in quadrant IV and suggests that only these criteria that need to
concentrate on promotes SFDI inflows. These criteria include access to local finance (C2), international
public finance (C5), exchange rate stability (C21), bureaucratic quality (C25), and technology
readiness (C40). However, only two criteria are not the same as the overall sample, which are
access to local finance (C2) and international public finance (C5). This indicates that policymakers
are specially concerned with the source of finance, including local financial facilities and public
financial flows from abroad. These findings show that the source of capital from local and international
markets is crucial in sustaining SFDI, especially for developing economies that need more capital for
development. In addition, the finding found that the performance of these two criteria needs further
improvements, as their current performance are low.

Foreign investors may need to fund their investment plans with financial institutions to carry
out their projects. Existing investors may also need external funds for additional investment when
they have limited capital for long-term investment. As such, policymakers need to ensure the local
financial facilities are accessible (C2), such as the local banking system or financial institutions, are well
functioning, and are able to provide funds for foreign investors. Investors can increase their credibility
in Malaysia by obtaining financing from local financial institutions and helping foreign investors to
hedge the foreign exchange risk, as the local currency is used in transactions.

Moreover, policymakers should also remove financial restrictions or barriers that might hinder
foreign capital inflows for investment and local development, such as public finance flows from
national development banks or Development Finance Institutions (DFIs). International public finance
(C3) flows play an important role in sustainable development investments, such as renewable energy,
poverty reduction, and social development. A local commercial bank or financial institutions might
not be interested in financing such projects that have longer investment periods and higher uncertainty.
Overall, the performance of funding sources, including local financing facilities and international
public finance, is urgently needed to further improvement to attracting SFDI inflows.

In addition, three other criteria that are similar to the overall sample are exchange rate stability
(C21), bureaucratic quality (C25), and technology readiness (C40). Technology readiness (C40) is
required for SFDI as the local community could benefit from the technology transfers through foreign
investment, while production productivity is enhanced when Malaysia is ready and able to adopt the
latest technology. This could enhance cross-border investment sustainability because high productivity
can reduce production costs and maximize investment revenue. Therefore, industry players need to
ready in adopting the latest and greatest technologies in their production. In general, these findings
suggest that SFDI should consider the social and institutional, as well as macroeconomic and financial,
aspects. From the policymakers’ perspective, financial criteria, especially local financial facilities and
international public finance, bureaucratic quality, exchange rate stability, and technology readiness,
should be prioritized for further improvements.
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From the policymakers’ perspective, they are trying to provide a competitive and most sustainable
investment environment for foreign investors. This is supported by the IPA plot, where as much
as 15 criteria were plotted in quadrant I, which have the highest importance and performance level.
Among these criteria, majority criteria are related with the financial and macroeconomic aspects,
like financial market development (C3), profitability (C8), business sophistication (C9), goods market
efficiency (C11), infrastructure—Communication (C12), market openness (C13), market potential (C14),
productivity (C15), transportation system—Airways (C16), transportation system—Roadways (C17),
and transportation system—Waterways (C18). However, other criteria that have achieved the highest
degree of importance and performance level are banking stability (C19), country stability (C20), rule of
law (C26), and protection of foreign investors (C36). This indicates that policymakers may consider that
the conducive foreign investment environment in Malaysia has been established for the convenience of
foreign investors.

5.2.2. Foreign Investors

Eight criteria need to be focused on improvements, which are placed in quadrant IV. These criteria
include financial market development (C3), profitability (C8), productivity (C15), transportation
system—Airways (C16), transportation system—Waterways (C18), exchange rate stability (C21),
economic partnerships/ free trade agreements (C34), and protection of foreign investors (C36). Out of
these eight criteria, only five criteria are the same as the overall sample. This implies that three other
criteria, financial market development (C3), transportation system—Waterways (C18), and economic
partnerships/ free trade agreements (C34), are among the priorities of foreign investors.

The financial market development (C3) is about the well-established and functioning financial
systems. Malaysian financial system operates in dual-systems, comprised of generic and Islamic
systems. The Islamic financial system was introduced as an alternative to the generic financial system
that has been hit by several financial crises. In this study, both systems may contribute to the high
importance and the lower performance on SFDI. This suggests that the complex and diverse of the two
systems create obstacles for foreign investors to use. This is because the Islamic financial system is
based on the Shariah principles and completely different approaches to the generic financial system.
Therefore, banking institutions need to simplify and transform the financial systems to be more user
friendly, such as in different languages for the convenience of foreign investors.

Besides that, foreign investors need to transport their products from their factories to other
destinations using the transportation infrastructure. Therefore, well-developed transportation
infrastructure is crucial in attracting cross-border investment. This is because an integrated, efficient
and inexpensive national transportation system can reduce the costs of doing business and maximize
profit. From the results of this study, the performance of the water transport system (C18) needed for
further improvements as foreign investors is less satisfied with the current performance. This shows
that the current water transport system may not be well prepared by local authorities and might not
meet the investors’ needs. Thus, the authorities should invest in ports and accessible water facilities.
Moreover, increasing the accessibility to the water transport system and ensuring the system is available
to everyone could improve the performance of the water transport system that is essential to achieve
the SFDI.

As the world becomes more integrated through globalization, this study finds that economic
partnerships/free trade agreements (C28) are required in SFDI. In an integrated world, the market is not
limited. Thus, economic integration or partnerships, as well as free trade agreements, can sustain the
foreign investment because they are free to export and import the products to more other economies
that have joined economic integration or signed agreements. This can expand market size and demand,
reduce production costs, and then increase the revenue of investment. Investment is more sustainable
through the concept of economies of scale with greater market demand. Furthermore, the international
standard may apply in local investment and production when an economy joined the partnerships
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or agreements. This can drive the ethical and better production indirectly because investors need to
adhere to these international standards if they want to export products to the global market.

In addition, similar with the overall sample, profitability (C8), productivity (C15), transportation
system—Airways (C16), exchange rate stability (C21), and protection of foreign investors (C36) is
also located in quadrant IV. For instance, the authorities should review the existing education system
and provide more training to the workers to improve the worker’s skills and abilities. The marginal
profitability improved when the workers’ productivity (C15) increases. Therefore, improving workers’
productivity is favorable in attracting inwards SFDI. The finding also shows that the performance
of airways transport systems (C16) requires further improvement. The authorities need to plan
an integrated national airways transport system, including strategically located airports, adequate
low-cost carrier services, and others ways to provide an attractive investment environment. In general,
these findings show that the foreign investors feel that these criteria are key attributes to success the
SFDI but require further improvements on the performances. The government or the authorities
should ensure that the investment environment is investor friendly, which is no harm to the foreign
investors’ investment, especially for profitability, high productivity, friendly and convenient national
transportation systems, stable exchange rate, protection of foreign investors, etc.

Moreover, the findings from foreign investors further show that Malaysians have a certain strength
in boosting the interest of foreign investors. These criteria are plotted in quadrant I, including labor
cost (C7), business sophistication (C9), infrastructure—Communication (C12), market openness (C13),
market potential (C14), transportation system—Roadways (C17), banking stability (C19), country
stability (C20), world economy uncertainty (C24), business freedom (C27), economic freedom (C28),
and business regulation (C33). However, there are certain differences between policymaker and
foreign investors’ perspectives. From the foreign investors’ view, labor cost (C7), world economy
uncertainty (C2), business freedom (C27), economic freedom (C28), and business regulation (C33) were
the competitive advantages of Malaysia, while the findings of policymakers’ perspective found that
financial market development (C3), profitability (C8), goods market efficiency (C11), productivity (C15),
transportation system—Airways (C16), transportation system—Waterways (C18), rule of law (C26),
and protection of foreign investors (C36) were the strengths provided by Malaysia. The differences
between both should be aligned and reconciled to ensure the investment environment provided by
the policymaker meet with foreign investors’ expectation and requirements as they are the one who
conducting the SFDI in Malaysia.

In short, the cross-border investment environment in Malaysia is currently facing challenges
in sustainability. The SFDI attributes were used to get over such challenges. However, this study
disclosed that the performance of several valid criteria was at a low level. The criteria that fall in
quadrant IV are urgent and to be the priority for further improvements in establishing a conducive
environment for SFDI.

6. Conclusions

SFDI involves the alternative capital flows for cross-border investments, as it contributes to
economic, environmental, and social development. Hence, this study attempted to demonstrate
the primary attributes of SFDI from the experts’ opinion. A set of 109 attributes categorized into
nine aspects, including environmental, financials, macroeconomics, institutional, fiscal environment,
freedomness, policies, stability, and social, was proposed for the assessment using FDM. In FDM,
the experts’ qualitative information is converted into a comparable value through the fuzzy set theory.
The unnecessary attributes are removed in FDM, and the attributes with greater an importance value
than the threshold value remain. Therefore, reliable and robust results are provided, as the input of
assessment is directly collected from the experts’ subjective perceptions. Lastly, this study identified
the critical SFDI attributes that require special attention by plotting the primary attributes in the
importance-performance matrix using the FIPA approach.
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This study revealed that financials, macroeconomics, institutional policies, environmental,
and social are the most important aspects of driving SFDI inflows. In particular, 40 criteria are
identified as primary attributes, whereas market openness, country stability, roadways transport
system, exchange rate stability, and profitability are defined as the top five attributes. These attributes
play a substantial role in stimulating SFDI inflows, which requires policymakers to pay great attention
to achieve sustainability targets. However, the results show that the performance of financial aspects is
not satisfactory from the foreign investors’ perspective. This primary aspect needs to be improved
to encourage more foreign capital inflows. The result also showed that profitability, the stability of
exchange rate, world economic uncertainty, bureaucratic quality, and protection for foreign investors
are among the top common attributes in the overall sample that are highly important but with low
performance. The distinctions between experts are addressed. Access to local finance and international
public finance are found to be the most critical attributes that need further improvement from the view
of policymakers, while financial market development, waterways transport system, and economic
partnerships or free trade agreement are the focus of foreign investors. The FIPA matrix is an easy tool
for assessing the importance and performance level of SFDI attributes.

This study contributes to the literature by identifying the primary attributes that cause SFDI and
offers both theoretical and policy implications. Financials, macroeconomics, and institutional policies
have been found to be critical aspects of SFDI inflows. Therefore, the authorities or policymakers
should emphasize these aspects to enhance foreign capital inflows. Additionally, the authorities
and policymakers are required to pay special attention on certain key attributes that are highly
important but with low performances, including profitability, the stability of exchange rate, world
economic uncertainty, bureaucratic quality, and protection for foreign investors. Recommendations are
suggested for authorities and policymakers to make appropriate decisions in stimulating SFDI inflows.
The action plans are focused on these attributes and suggest a better solution to achieve the conducive
investment environment.

Nevertheless, this study has some limitations. First, the proposed attributes were collected from
prior studies. Hence, the attributes proposed in the study might not be able to capture the whole
SFDI information. Therefore, revision of the research framework by adding or removing attributes to
develop a more comprehensive framework should be encouraged in future studies. Next, this study
applied the FDM to evaluate the attributes and confirm validity and reliability. However, the number
of experts should be increased to ensure consistency and avoid biases in the assessment process.
Third, the finding of this study cannot be generalized, as it only focused on the SFDI in Malaysia.
Future studies may use this framework in other countries to increase the generalizability of the study.
The comparison between countries is encouraged to enrich the literature.
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Appendix A

Table A1. Proposed Measures.

Proposed Aspect Proposed Criteria Description References

PA1 Environmental PC1 Access to Land

The degree of ease of
acquiring the land in the host
country that required to
develop projects.

[9,13,36,44]

PC2 Carbon Dioxide
(CO2) Emissions

The total carbon dioxide (CO2)
emissions in the host country.

PC3 Environmental
Regulation

The host country has adequate
regulation to protect the
environmental resources.

PC4 Abundance of
Natural Resources

The availability of natural
resources in the host country.

PC5 Non-Renewable
Natural Resources

The availability of
non-renewable resources in
the host country, such as coal,
natural gas, and oil.

PC6 Renewable Energy
Resources

The availability of renewable
energy resources in the
host country.

PA2 Financials PC7 Access to local
finance

The degree of ease of
obtaining financing in the host
country’s financial market.

[13,14,20,21,36–40]

PC8 Financial Market
Development

The existence of functioning
financial market in the
host country.

PC9 Interest Rate The costs of financial loan in
the host country.

PC10 International
Public Finance

The financial flows from
multilateral or national
development banks (outside
the host country).

PC11 Investment Cost
The amount of capital that
investors need for investment
in the host country.

PC12 Labor Cost The costs of labor in the
host country.

PC13 Natural Resources
Rental/Costs

The costs of using natural
resources in the host country.

PC14 Profitability
The degree to which the
investments yield profit or
financial gain.

PC15 Tariff Rate

The tax imposed by the host
government on goods and
services imported from
other countries.

PC16 Tax Rate/Burden
The business profit tax paid to
the host government
or authorities.

PA3 Macroeconomics PC17 Bilateral
Trade/Trade

The exchange of capital,
goods, and services between
the host country and investors’
home country.

[11,12,20,22,36,37,41,42,56]
PC18 Business

Sophistication

The quality of the
environment in host country
which businesses operate
(Business Climate).

PC19 Export Intensity
The degree to which the host
government aims to export
its products.
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Table A1. Cont.

Proposed Aspect Proposed Criteria Description References

PC20 Geographical
Proximity

The geographical distance
between the host country and
home country of investors.

PC21 Goods Market
Efficiency

The exchange between
consumers and businesses
without host government
restrictions, where the
products and services can be
adequately produced given
the conditions of supply
and demand.

PC22 Infrastructure—
Communication

The level of development in
communication network and
facilities in the host country.

PC23 International
Visibility

The host country’s
international reputation,
historical legacy and
attractiveness to global capital.

PC24 Market Openness

The ability of foreign investors
to compete in the host country
without any discrimination
and restriction.

PC25 Market Potential The potential of product
demand in the host country.

PC26 Market Size The current product demand
in the host country.

PC27 Productivity
The level of efficiency and
effectiveness of the workers in
conducting their tasks.

PC28 Transportation
System—Airways

The level of development in
airways transportation/logistic
infrastructures in the
host country.

PC29 Transportation
System—Railways

The level of development
in railways
transportation/logistic
infrastructures in the
host country.

PC30 Transportation
System—Roadways

The level of development
in roadways
transportation/logistic
infrastructures in the
host country.

PC31 Transportation
System—Waterways

The level of development
in waterways
transportation/logistic
infrastructures in the
host country.

PA4 Institutional PC32 Bureaucratic
Quality

The strength and expertise of
the host government to govern
without drastic changes in
policy or interruptions in
government services.

[7,10,13,21,22,34–36,41,45]

PC33 Control of
Corruption

The extent to which public
power is exercised for private
gain including bribery,
cronyism, nepotism,
patronage, graft,
and embezzlement.
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Table A1. Cont.

Proposed Aspect Proposed Criteria Description References

PC34 Government
Integrity

The degree of host
government integrity in
handling their tasks without
any irregular payments,
briberies, and corruption,
as well as transparency,
in governmental and civil
services and
government policymaking.

PC35 Democratic
institutions

The degree of political
freedom and civil liberties in
the host country, which
includes individual rights,
such as freedom of speech
and press.

PC36 Voice &
Accountability

The extent to which the host
country’s citizens can
participate in selecting their
government, as well as
freedom of expression,
freedom of association,
and free media.

PC37 Enforcement of
Contract

The commitment of
government and company in
the host country to enforce
and implement the contract.

PC38 Ethnic Tensions

The degree of tension within
the host country attributable
to racial, nationality,
or language divisions.

PC39 Government
Effectiveness

The quality of the host
government’s policy
formulation and
implementation, commitment
to the policies, and the quality
of public services.

PC40 Informal Economy

The illegal economic activities
not monitoring and regulated
by the authorities of the
host country.

PC41 Institutional
Reforms

The effort of the host country
in rectifying institutional
systems to improve and
enhance the
governance systems.

PC42 Judicial
Effectiveness

The well-functioning legal
framework in the host country
for protecting the rights of all
citizens against unlawful acts
by other, including
governments and powerful
private parties.

PC43 Law & Order

The strength and impartiality
of the legal system, as well as
the order element, in the host
country’s judicial system.

PC44 Political
Interferences

The degree of involvement of
the host country’s political
leader(s) in public
administrative matters.
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Table A1. Cont.

Proposed Aspect Proposed Criteria Description References

PC45 Regulation Quality

The ability of the host
government to formulate and
implement sound policies and
regulations that permit and
promote private
sector development.

PC46 Religious Tensions

The domination of society
and/or governance by a single
religious group that seeks to
replace civil law by religious
law and to exclude other
religions from the political
and/or social process in the
host country.

PC47 Rule of Law

The extent to which agents
have confidence in and abide
the rules of society in the
host country.

PA5 Fiscal
Environments PC48 Fiscal Health

The situation of government’s
spending and taxes’ income in
the host country.

[7,8,22,23,41]

PC49 Government Debts
The total debts owed by
different government levels in
the host country.

PC50 Government
Investment

The total amount of public
investment expenditure in
providing public goods.

PC51 Government
Spending

The burden imposed by
government expenditures
including consumption by the
state and all transfer payments
related to various
entitlement programs.

PC52 Military
Expenditure

The total amount of military
expenditures to prevent
terrorist activities in the
host country.

PC53 Public Health
Expenditure

The total amount of host
government spending in
supplying full health coverage
to the population.

PC54
Public

Infrastructure
Expenditure

The total amount of host
government spending in their
public infrastructure facilities.

PC55
R&D in Higher

Education
Expenditure

The total amount of host
government spending for the
R & D activities in higher
education institutions.

PA6 Freedomness PC56 Business Freedom

The degree of a company to
establish and operate without
undue state regulatory
interference in the
host country.

[7,11,22,40,47]

PC57 Economic Freedom

The degree of an investor to
operate, produce, consume
and invest in any way they
please without intervention of
authorities in the host country.
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Table A1. Cont.

Proposed Aspect Proposed Criteria Description References

PC58 Financial Freedom

The banking system in the
host country is efficient and
independent from
government control and
interference in the
financial sector.

PC59 Institution
Freedom

The host country’s
government involvement in
the allocation of resources
through well-established
institutions.

PC60 Investment
Freedom

The absence of restrictions
with transparency on the
movement of capital and
investment in the host country.

PC61 Labor Freedom
The degree of the legal and
regulatory framework of the
host country’s labor market.

PC62 Monetary Freedom

The currency and price
stability without intervention
in the host country’s market
(without price control).

PC63 Press Freedom

The absence of censorship by
the host country’s government
in the press operation and
journalists are free to print
and circulate their opinions.

PC64 Trade Freedom

The absence of trade
restrictions (tariff/nontariff) in
the host country that may
hinder the free flow of
international commerce.

PA7 Policies PC65
Auction/

Competitive
Bidding

The practice of call for
competitive bidding for
projects with terms and
conditions predetermined by
the government of the
host country.

[7,11,13,14,21,39,48]

PC66
Bilateral

Investment
Agreement

The agreement between the
host country and investors’
home country to provide
certain protections for foreign
investments in the
host country.

PC67 Business
Regulation

The regulations needed by
investors to comply with in
the host country, such as time
and cost to import, start a
business, and enforce
the contract.

PC68
Economic

Partnerships/Free
Trade Agreements

The degree of host country in
signing and joining the free
trade agreement or economic
partnership agreement with
other countries.

PC69 Foreign Ownership
Limitation

The maximum threshold of
ownership in a company set
by the government for
foreign investors.

PC70 Grants & Subsidy
The policy that offers grants or
subsidies to investors, in the
host country.
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Table A1. Cont.

Proposed Aspect Proposed Criteria Description References

PC71
Intellectual

Property Right
Protection

The extent to which host
country’s legal framework
allows individuals to acquire,
hold and utilize private
property, which is secured by
clear laws that the government
enforces effectively.

PC72 Local Content
Requirement

The policy that requires
companies to use the host
country’s manufactured goods
and/or services.

PC73 Minimum Wages
The lowest wage permitted by
law or a special agreement in
the host country.

PC74
International
Integration/
Agreements

The degree of host country’s
participation in international
integration or agreement,
as well as international
organizations, such as WTO,
OIC, AFTA, ASEAN, APEC,
and RCEP.

PC75
Policy Consistency

& Forward
Planning

The possibility of government
in the host country in
changing the policies and
plans for future.

PC76 Guaranteed access
to the electric grid

The guaranteed, transparent,
and straightforward access to
the electric grid in the
host country.

PC77 Protection of
Foreign Investors

The regulation or standards in
the host country that protect
the investments and profits
made by foreign investors
(e.g., Investment Guarantee
Agreements (IGAs).

PC78 Social Acceptance

The extent of acceptance by
the citizens of the host country
and/or the residents in the
project sites.

PC79 Tax Reduction/
Exemption

The exemption and reduction
on tax permitted by
government or authorities in
the host country.

PC80 Technical
Standards

The existence of technical
standards in the host country
that are aligned with
international standards.

PC81 Trade Union
Regulation

The laws and regulations in
the host country that protect
trade union.

PA8 Stability PC82 Banking Stability
The extent to which the host
country’s banking system can
finance investment projects.

[6,9,11,12,20,34,36,38,43,
44]

PC83 Country Stability

The extent to which investor
doing business are affected by
political and economic turmoil
in the host country.

PC84 Economic Policy
Uncertainty

The uncertainty of
macro-economy in the
host country.

PC85 Exchange Rate
Stability

The fluctuation of exchange
rate in the host country.
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Table A1. Cont.

Proposed Aspect Proposed Criteria Description References

PC86 Government
Stability

The ability of host country’s
government to carry out its
declared program(s) and
ability to stay in office.

PC87 Political Stability

The degree of change in
political agents
(government and
parliamentary forces) through
unconstitutional means.

PC88 Monetary Policy
Uncertainty

The possibility of changing in
monetary policy of the
host country.

PC89 Price Stability The fluctuation of inflation
rate in the host country.

PC90 Risk of Natural
Disaster

The possibility of a natural
disaster occurrence in the host
country (haze, flood).

PC91 Sovereign Credit
Ratings

The short-term and long-term
credit ratings and outlooks of
sovereign’s debts in the
host country.

PC92 Stock Market
Volatility

The fluctuation of the stock
market in the host country.

PC93 World Economy
Uncertainty

The uncertainty of the
world economy.

PA9 Socials PC94 Criminal Activities The frequency of criminal
activities in the host country.

[7,8,10,23,35,39,41,46,48,
49,56,57]

PC95 Cultural Distance

The degree of differences of
customs, religious and beliefs
between the host and
home countries.

PC96 Employment The number of employed
people in the host country.

PC97 Gender Equality
The degree of access to rights
or opportunities is not affected
by gender.

PC98 Human Capital The number of educated labor
in the host country.

PC99 Immigration

The total amount of foreign
entrants with a long-term
length of stay in the
host country.

PC100 Innovation
The degree of capacity for and
commitment to technological
innovation in the host country.

PC101 Labor Force
The number of workers
willing to work in the
host country.

PC102 Languages The languages used in the
host country.

PC103 Life Expectancy The average living period of
the host country’s citizens.

PC104 NGO Development
The degree of strength of the
public sphere and civil society
in the host country.

PC105 Research &
Development

The level of research &
development and innovation
in the host country.
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Table A1. Cont.

Proposed Aspect Proposed Criteria Description References

PC106 Technology
Absorption

The degree of adoption of
technologies by individuals
and businesses in the
host country.

PC107 Technology
Readiness

The agility of the host
country’s industries in
adopting existing technologies
to enhance productivity.

PC108 Terrorism Attacks The possibility of terrorism
activity in the host country.

PC109 Urban Population
The total population of
citizens living in urban areas
of the host country.

Table A2. Description of the foreign investors.

Position Industry Year of Investment in Malaysia Amount of Investment (RM)

Area Manager Trading 8 RM 23 m
Director’s Secretary IT 9 RM 10 m

Director Construction 15 RM 165 m
CEO IT 5 RM 6 m
CEO Recycling 20 RM 23 m

General Manager Manufacturing 30 RM 40 m
General Manager Manufacturing 30 USD 2 m (RM 8.4 m)

Director Manufacturing 30 RM 5 m
Senior Manager Manufacturing 29 RM 4 m

Table A3. Description of the policymakers.

Position Ministries Year in Experience

Associate Professor Ministry of Higher Education 31
Senior Lecturer Ministry of Higher Education 10
Senior Lecturer Ministry of Higher Education 8
Professor Ministry of Higher Education 32
Executive Malaysian Investment Development Authority 12
Assistant Sectary Ministry of International Trade and Industry 11
Principal Economist Ministry of Finance 15
Assistant Director Malaysian Investment Development Authority 10
Assistant Secretary Ministry of Finance 5
Senior Assistant Director Ministry of Finance 6
Assistant Director Ministry of International Trade and Industry 5
Assistant Director Malaysian Investment Development Authority 8
Principal Assistant Director Ministry of International Trade and Industry 11
Principal Assistant Secretary Ministry of Finance 5
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