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CHAPTER 1 

 

 

INTRODUCTION 

1.1 Introduction 

The excellent performance of Malaysian’s contractor in many Malaysia’s mega 

projects has nurtured the competencies and capabilities of their expertise. However, the 

competitive and saturated of domestic market has driven many Malaysian contractors to 

make significant inroad into global market as a means to effectively capitalize on special 

expertise. Moreover, by expanding the construction market into the international market 

also affect the relationship between Malaysian countries with the other country. 

According to Wong (2007) Internationalization channels the flow of information and 

resource allocation, bringing people, organizations and countries closer. 

Furthermore, Malaysian companies have been investing abroad since the mid-

1970s (Ariff, 2006). This will inspired and urged the contractor in expanding their market 

into the international market. Malaysian construction companies have also started to 

follow the world economic trend, to globalize their business internationally (WIR, 2006). 

In addition, construction sector remained significant following the success of Malaysian 

companies in bidding and on-going work of several large infrastructure, roads and 

highway projects abroad, especially in the Middle East, South Asia and ASEAN (Bank 

Negara Malaysia, 2007). 

 

According to Ragayah (1999), there are few reasons on involvement of contractor 

in international project. The first reason contractor investing abroad is to expand and to 

find new markets for growth. Moreover, the transaction of cost like the money value in 

Malaysia with another country is huge which make them carry lot of advantage in 

payment and experienced that they will gained in other country. 
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However, before involving or handling the international project, the contractor 

need to be understand of the three concept which are a) cost as resource commitment; (b) 

control as level of owner-ship and (c) risk related to the level of resources committed and 

the complexity of the environment entered (Chen and Mujtaba, 2007). 

1.2 Background of study  

For centuries, the construction industry has played major roles in the socio-

economic development by providing infrastructure support to manufacture products for 

other industries around the world especially, the developing countries which require basic 

needs such as roads, bridges, water, sewerage, electricity, telecommunication and 

housing. In recent trends, the world economy is experiencing major changes due to 

globalization and liberalization, resulting in an increasing integration of economies 

around the world. This phenomenon is most evident in construction industry where, in 

the search for efficiency and lower cost resources many construction-related firms have 

merged and globalized their operations (Nagar, 2008).  

The construction industry is well known for its risky and unpredictable business 

environment especially in the international market. Hence, the firm’s planning to expand 

into a new unfamiliar environment is not only difficult but necessary due to many factors. 

Despite the worldwide trend towards globalization which drives huge research efforts on 

this subject matter few decades ago, not many of Malaysian construction firms are 

actively involved in the international market. Most construction firms tend to concentrate 

on the home market. There are obviously factors which contribute to the reasons behind 

the slowness of Malaysian construction firms to realize the opportunities in the 

international market. The construction firms may be facing of problem and dilemma that 

may be experienced during handle in this project. This will lead the project in delayed 

from a few months to a few years. Hence, this problem will be the barrier for the 

contractor’s choice to expand their service to the international. Hence, the study aims to 

determine the problem and dilemma for contractor when handling the international 

project and how this problem will influence their performance in construction industry. 
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1.3 Problem statement  

 

Figure 1.1 Current issues that related to the research 

Based on the Figure 1.3 showed the current issues that related with problem and 

dilemma that will be discussed further in detail in chapter 2. Involving in construction 

project either international or local state, contractors will be exposed themselves in 

problem and dilemma. There will be different kind of problem and dilemma when 

involving in construction project in local state or international project. Type and level 

risk that faced by contractor depend on the type of project that had been awarded to them 

(Aslila, 2005). Thus, construction phase is difficult phase because the contractor is 

responsible to realise on what client imagined. Thus, contractor need determine the 

difficulties that will challenge themselves when involving in international project. 

There are big differences when involving international and local state project. 

This will create unusual problem and dilemma when taking international problem such 

as 1) What are type of problem and dilemma that faced by contractor in Malaysia when 

involving international project? 2) How this problem effect the contractor performances 

in construction phase?. Research had been made to determine the problem and dilemma 

that faced by contractor that involved international project. 
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