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CHAPTER -8
A ROADMAP TO PROSPERITY: INDIA-MALAYSIA TRADE RELATIONS

Mr. M. Prem’, Dr. Gi. Vignesh’
' Assistant Professor, *Associate Professor and Head,
PG Department of Commerce International Business,
Nallamuthu Gounder Mahalingam College, Pollachi, Tamil Nadu, India.

Abstract—The changing commercial and economic relationships between Malaysia and
India, two significant Asia-Pacific nations, are examined in this paper. The study
examines bilateral trade trends, investment flows, institutional frameworks, and new
areas of collaboration while drawing on historical, economic, and strategic viewpoints.
The India-Malaysia corndor offers enormous potential for mutual expansion, especially
in areas like the digital economy, renewable energy, healtheare, and education, given that
bilateral commerce exceeds USD 20 billion. Non-tarifl barmers, regulatory disparities,
and geopolitical sensitivities are some of the difficulties the connection encounters,
though. The plan suggested in the study places a strong emphasis on currency settlement
procedures, MSME cooperation, digital integration, and trade diversification. India and
Malaysia can create a strong alliance that supports regional peace and global economic
success by utilizing their common interests and resolving current issues.

Keywords--- I rade, MSME, Economic Relationship, India-Malaysia.
1. Introduction

India and Malaysia share a long-standing relationship shaped by history, cultural ties, and
growing economic collaboration. Over the years, both nations have strengthened their
hilateral relations through vanous strategic partnerships and trade agreements. India, as
one of the fastest-growing major economies, and Malaysia, as a leading ASEAN
economy, find themselves positioned to benefit significantly from a decpened trade
engagement. With a robust economic foundation and a commutment to regional
cooperation, the India-Malaysia trade corridor represents a promusing roadmap to mutual
prospenty. This paper explores the history, current trends, and arcas of cooperation,
challenges, and future potential of this dynamic bilateral relationship.



1. Historical Overview of India—Malaysia Relations

India and Malaysia's ties date back centuries through ancient maritime trade, religious
Imks, and migration. Malaysia has a sigmificant Indian [haspora, especially of Tamil
ongin, contributing nchly to its culture and cconomy. Maodern diplomatic relations were
formally established in 1957, with consistent high-level visits and policy engagements.
Ower time, the relationship has expanded from cultural and people-to-people ties to
comprehensive strategic partnerships, particularly wnder the frameworks of ASEAN-
India cooperation and the Look East (now Act East) Policy of India.

3. RBilateral Trade and Economic Cooperation

India and Malaysia have seen a steady nise in bilateral trade, with both countries engaging
in diversified economic sectors. As of 2024, bilateral trade between India and Malaysia
stood at approximately USD 20 billion, with balanced exports and imports. Malaysia s
Indha'’s third-largest trading partmer in ASEAN, while India 1z among Malaysia's top ten
global trading partners

Table:1

Key Indian Exports to Malavsia:

Kev Malavsian Exports to India:

Petroleum products

Palm oil and its derivatives

Machmery and mechamical apphances

Electnical and electromic goods

Pharmaceuticals Chemicals
Kice and meat Matural rubber
lron and steel Crude petroleum

Indian compames have mvested in Malayvsia in sectors like IT, pharmaceuticals, and
mfrastructure. Malaysian investments in India are focused on construction, palm il
processing, power generation, and telecom. Notable players include Petronas, 11M, and
MMC, alongside Indian firms hke L&T, TC%, and Hiocon.



Emerging Areas of Cooperation

Digital Economy and IT: With India’s strength in software and Malaysia's digital
ambitions (under My Digital mitiative), there is potential for collaboration in cyber
security, fin-tech, and cloud computing

Renewable Energy and Sustainabifity: Both counines are investing heavilv i solar,
wind, and hioenergy. Collaboration i clean energy research, battery  storage
technologies, and green hydrogen can open new  avenues. Healthcare and
Fharmaceuticals: India’s pharmaceutical mdustry can help Malaysia lower healthcare

costs and enhance access to genenics. Joint R&D in biolechnology and medical devices
15 also emerging.

Education and SKill Development: Malaysia is positioning itself as a regional education
hub. Indian umiversities and skill councils can collaborate in offenng jomt programs,
exchange imimatives, and techmical traming

Tourtsm and Cultural Exchange: Tounsm 1s a strong pillar, with Malaysia bemng a
popular destination for Indian travelers. The shared cultural hentage, especially among
Tamil Malaysians, boosts this sector.

India's major exported items to Malaysia with valoe and details for FY 24 and April-
October 2024:

#Total Commaodities Exported (FY24). 4 845 items
#Total Export Value (FY24): USS 7.27 bilhon
» Export Value { Apnl-COctober 2024) LSS 4.62 lhon

Table:2
Commaodity Export Value ('S5 Billion)
Engzineermg Goods 2.31
Petroleum Products 1.70
BulTalo Meat 0.58
Organic Chemicals 0449

Other Commodities (148
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Mizcellaneons (Chibers) | 0.42

Total (Major Ttems) 6. 00+

Challenges in The Trade Eelationzhip

Deespite strong ties, there are persistent challenges:

1 Mon-Tariff Barriers (INTBs): Including product cemification dalays and custorm duties
on certain goods.

2_Trade Imbalance in Palm Oil: India’s dependence on Malaysian palm oil occasionally
canses eoonommic and politcal sensitivities.

3 Pegulatory Differences: Differences in legal frameworks and standards affect ease of
doinz businsss,

4 (eopolitical Tensions: At times, polifical staternents or stances (g.g., on Eszhmir or
reliFious 1ssuwes) have strained ties temporarily.

4. Central CGovernment Schemes Supporting India—Malaysia Trade Belations:

T strengthen and support bilateral Tade between Indiz and Malaysia the Government
of India has launched several strategic inifiatives aimed at promoting exports, enhancing
manufacturing, and modemizing logistcs infrasmacture. The following are key schames
and policies relevant to this parmership:

1. Production Linked Incentive (PLI) Scheme

2_ Femiccion of Duties and Taxes on Exported Products (FoDTER)
3. Trade Infrastructare for Export Scheme (TIES)

4. Market Access Infdatve (MLAT)

5. Narional Logistics Policy (2022)

4. Drigzital India Programme

7. Champion Services Sector Schemea

& Make in India

9_ Starmap India
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13 PM Gan Shakad — Mational MMaster Plan

& Conclusion

Imddia and Walaysia stend at a promising junctore in their trade and diplomeatic journey.
With complementary strengths and chared sirategic interssts, the fufure of this bilateral
relafionship is bright. 4 fooms on innovation, sustsinability, and mchisivity will ensure
that both conniries not only expand econemic des bat also conmibate 1o regional stability
and zlobal prosperity. By addressing existing challenges and capitalizing on emergins
opportunities, India and Malaysia can craft a roadmap fo nmiual zrowth a parinership that
thrives on tust, wade, and technolozy.
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