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Decarbonising production processes

Decent work for all

Gender equality

Good governance and ethics

41% of Malaysian companies are investing in supply-chain traceability to trace

unsustainable practises of their suppliers (Source: HSBC Navigator: Now, Next and

How for Business)

Malaysian FDI experienced a decline of RM14.6 billion from 2016 to 2018, due to

lower investments in non-sustainable sectors such as mining and quarrying (Source:

DOSM).

The Global Agenda

The 2030 Agenda for Sustainable Development including its 17 Sustainable

Development Goals (SDGs) and 169 targets was adopted on 25 September 2015 by

Heads of State and Government at a special UN summit. The Agenda is a commitment

to eradicate poverty and achieve sustainable development by 2030 world-wide,

ensuring that no one is left behind. 

In addition, the 2030 Agenda integrates in a balanced manner the three dimensions of

sustainable development – economic, social and environmental. The 2030 Agenda is

also indivisible, in a sense that it must be implemented as a whole, in an integrated

rather than a fragmented manner, recognizing that the different goals and targets are

closely interlinked.

The Malaysian Private Sector Agenda

The 4 major SDG-related issues in the Malaysian private sector are as follows:

The Malaysian private sector still has a large carbon footprint, large gender gaps in

top-level management and ownership and a high level of corruption. Along with this,

there have been rising trends of awareness related to the environmental, social and

governance aspects of Malaysian corporations:

Objectives

This paper seeks to showcase data-driven analysis on:

1. The 4 major SDG-related issues in Malaysia

2. Its impacts to business

3. SDG opportunities that can be leveraged to drive growth
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Issue  1 :  Decarbonising  Production  Processes

Greenhouse gases (GHGs) such as carbon dioxide (CO2), nitrous oxide (N2O) and

methane (CH4) trap heat and make the planet warmer. Human activities are

responsible for almost all of the increase in greenhouse gases in the atmosphere

over the last 150 years. In Malaysia, GHGs are made up of 72% CO2, 23% CH4 and

5% N2O. (Source: Malaysia's Biennial Update to the UNFCCC, 2015)

The following pie chart shows the largest sources of GHGs in Malaysia:

The energy sector emits the largest amount of GHGs. This is due to the burning of

fossil fuels to produce electrical energy for various forms of consumption. The

following chart shows the biggest consumers of electrical energy:

Source: Malaysia's Biennial Update to the UNFCCC

Source: Malaysia's Biennial Update to the UNFCCC
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Impacts of Rising GHG Emissions in Malaysia

Land loss due to rising sea levels

There is a cause for concern for the rate of GHG emissions in Malaysia, with it

currently at 251.52 million metric tonnes (M mt) and an average year-on-year

growth rate of 7.21%. Malaysia’s per capita GHG emissions stands at 8.05 mt. This

figure is the third highest in ASEAN and almost twice the global average (4.97

metric tonnes). The following bar chart shows the GHG emissions per capita by

countries in ASEAN:

As the world heats up, sea levels will rise and cause low-lying lands to submerge.

The west coast of Peninsular Malaysia will be hardest hit by rising sea levels, with

3 major industrial areas along it severely affected. Industries will have to bear the

cost of shutting down of factories and relocating to higher areas. Jurisdictions

such as Jakarta have already begun relocation efforts due to rapid sinking, with

the Indonesian government expending USD33 billion to fund it.

Source: World Bank
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palm oil refineries

flour mills

animal feed mills

oleochemical plants

cement grinding mills

Number of large companies/ plants affected: 22

Industries affected: 

Industrial Areas at risk of sinking in and around Port Klang

The following maps show the areas in the West Coast of Peninsular Malaysia that

will most likely be submerged by 2050:

Source: ClimateCentral.org, IndustryAbout.com
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Palm oil mills and plantations

Flour mills

Number of large companies/ plants affected: 9

Industries affected: 

Industrial Areas at risk of sinking in and around Teluk Intan

electronics manufacturing

medical products

logistics

ship yards

ports

steel pipe

fuel

rice mills

Number of large companies/ plants affected: 54

Industries affected: 

Industrial Areas at risk of sinking in and around Parit Buntar and Penang

Source: ClimateCentral.org, IndustryAbout.com

Source: ClimateCentral.org, IndustryAbout.com
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Loss of jobs and displacement of people

A significant portion of population in these areas would lose their jobs, be

displaced from their homes, and are most likely to plunge into poverty as a result. 

Projections were made through the Population Growth Formula: P*e^(rt) given a year-on-year

growth rate (r) of 0.41%
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The Business Case for Sustainability: Sustainability Funds
Outperforming in Times of Pandemic

In the times of the COVID-19 pandemic, sustainability-linked funds such as

FTSE4Good Bursa Malaysia has been outperforming other index funds. We quote

Morningstar's anlysis in that 45% of sustainable equity funds placed in the top

quartile of their respective categories, performing better than their conventional

peers.



Labour is an engine for prosperity for businesses and society at large, hence

labour welfare ought to be upheld and improved. 

A study by KWSP found that the required living wage for a single adult in Klang

Valley stood at RM2490 per month. However, low-skilled and semi-skilled

workers (72.4% of workforce) in the area earn an average of RM1499 and RM1976

respectively, according to statistics by DOSM. This proves that most of the

workforce in Malaysia may struggle to afford basic amenities and to have

disposable income. 

The official poverty rate in Malaysia is 5.6%, with the Poverty Line (PLI) set at the

revised RM2208 earlier in July. If the 2005 methodology was used, the poverty

rate stands at 0.2%. This revision highlights a growing need for private sector

action.

Issue  2 :  Decent  Work  for  All

Poverty and the Living Wage

The private sector could help alleviate this problem by ensuring all their workers

earn a wage that is close to that of living standards. Moreover, there is a business

case for improving employee remuneration and welfare. The International

Academic Journal of Human Resource and Business Administration published a

study that linked employee welfare and performance, with it finding that better

remuneration policies positively influencing employee performance.

Source :  Philip  Alston ,  UN  Special  Rapporteur
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Estimates by the International Organisation for Migration (IOM) show that there

about 2 to 4 million undocumented migrants in Malaysia. Undocumented

migrants are susceptible to exploitation and various human rights abuses such as

trafficking, and IOM estimates that there are about 212,000 people living in

modern slavery in the country. Moreover, there are 178,580 refugees and asylum-

seekers registered with UNHCR Malaysia.

A research by the Malaysian Human Rights Commission (Suhakam) in 2013 found

that 26% of refugees earned less than RM500 per month, while 58% earned

between RM500-RM1000 per month. Both refugees and undocumented migrants

aren’t allowed to participate in the formal sector of the economy, and hence live

socio-economically deprived lives.

 

The private sector has a role to play in the curbing of this issue in Malaysia, as it

has the capacity to include these individuals in formal employment and

subsequently provide protection from exploitation. 

The projected economic benefits of inclusiveness are an additional RM3 billion to

our GDP, and RM165 million in total monthly income of all refugees which can be

rechanneled back into the economy through consumption. 

Inclusion of Undocumented Migrants and Refugees
into the Legal Workforce
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Issue  3 :  Gender  Equality

Malaysia ranks 104th in the world according to Bloomberg’s Global Gender Gap

Index, with women significantly underrepresented in the political sphere and in

high-level management of companies in the country. The following chart shows

Malaysia’s gender gap performance in ASEAN:

The following chart shows the representation of women high-level management

positions in the private sector and the percentage of women-owned enterprises

in Malaysia:

Source :  World  Economic  Forum 's  Global  Gender  Gap  Report  2020  

Source :  World  Economic  Forum 's  Global  Gender  Gap  Report  2020  
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McKinsey’s Women in Workplace report found that employees are twice as likely

to be happy with their career, to say they plan to stay at the company, and to

recommend the company when the company emphasizes accountability on

gender diversity. 

Moreover, a study by TalentCorp projects a RM6 billion contribution to GDP by

having more women in the workforce. 

Economic Impact of Greater Inclusion

Issue  4 :  Good  Governance  and  Ethics

The Global Corruption Barometer by Transparency International reported that

40% of respondents felt that businesses in Malaysia are corrupt, which

significantly influenced Malaysia’s position as 50th out of the 175 countries in the

Corruptions Perceptions Index. 

The following graph shows the largest sources of complaints on corruption in

private sector dealings:

Source :  MACC
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Business Case for Good Governance

Mitigate legal risks

The MACC provisions for all acts of bribery in its Malaysian Anti-Corruption Act

(MACC Act 2009) (Act 694), which covers soliciting and receiving gratification,

intending to deceive, and using office or position for gratification (bribes). High

levels of corruption expose companies to criminal suits which can incur large

expenses through protracting proceedings.

Reputational Risks

Based on the experience of recent years, companies whose policies and practices

fail to meet high ethical standards, or that take a relaxed attitude toward

compliance with laws, are exposed to serious reputational risks. Often it is

enough to be accused of malpractice for a company’s reputation to be damaged,

even if a court subsequently determines that the company has not been involved

in corrupt practices. It is of critical importance for a company to be able to

quickly quash any unfounded allegations by demonstrating that it acts

transparently and has in place policies and procedures designed to prevent

corrupt acts. The argument that a company’s actions were consistent with the

way business was done in a particular country, even though those actions are

illegal, is not an acceptable excuse. Nor is it sufficient to claim that other

companies and competitors have engaged in similar practices.

Financial Costs

According to the World Bank, over US $1 trillion is paid in bribes each year

around the world. There is clear evidence that in many countries corruption adds

up to 10 per cent to the cost of doing business and that corruption adds as much

as 25 per cent to the cost of public procurement. This undermines business

performance and diverts public resources from legitimate sustainable

development while leading to potentially lower-quality results.

“Known as clean” and repeat demands

There is growing evidence that a company is less likely to be under pressure to

pay bribes if it has not done so in the past. Once a bribe is paid, repeat demands

are possible and the amounts demanded are likely to rise. Conversely, a company

that takes a firm and principled stand against all forms of corruption will become

known for this, and the risk of its employees’ being exposed to demands will

decrease.

Blackmail, no recourse and security risks

By engaging in corrupt practices, company managers expose themselves to

blackmail. Consequently, the security of staff, plant and other assets is put at risk.

Companies face “casino risk”—i.e., a lack of legal remedies—if a counterpart does

not deliver as agreed where corruption was involved.

Erosion of internal trust and confidence

If a company engages in or tolerates corrupt practice, it will soon be widely

known internally and externally. Unethical behaviour erodes staff loyalty to the

company, and it can be difficult for staff to see why high standards should be

applied within a company when they do not apply in the company’s external

relations. It may also become more challenging to hire and keep talent.
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Malaysian Anti Corruption Commission highlights UNGC's Ten
Principles as Good Business Practice

MACC recognises UNGC's principles on human rights, labour, environment and

anti-corruption as a framework for good business practice. This is because the

Ten Principles were comprehensively derived from the Universal Declaration of

Human Rights, the International Labour Organization’s Declaration on

Fundamental Principles and Rights at Work, the Rio Declaration on Environment

and Development, and the United Nations Convention Against Corruption. 

Kindly refer to their website for more details:

https://www.sprm.gov.my/index.php/en/corporate-info/divisions/bahagian-

kecemerlangan-dan-profesionalisme/81-uncategorised/1069-united-nations-

global-compact

SDGs  Business  and  Investment  Opportunities  in

Malaysia

Total SDGs Investment Potential in Malaysia

The greatest opportunity for private sector investment lies in updating the

transportation sector, which will require a total of RM310.7 billion to improve

Logistics Performance Index (LPI) scores. This includes a private sector

contribution of RM108.8 billion. 

There is also a significant investment opportunity in achieving and maintaining

universal digital access, which will require a total cash injection of USD14.7

billion, with potential private-sector investment of USD8.8 billion. 
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Malaysia's successes in achieving the Millennium Development Goals have

largely closed the gap for clean water and sanitation. However, with a further

two percentage points to go, and to maintain existing performance, a total

investment of USD3.9 billion is still needed, with a private-sector investment

opportunity of USD0.4 billion by 2030.

The Malaysian government has emphasised private sector involvement to bridge

the funding gap to meet their 2030 SDGs, specifically SDGs 6,7 and 9. They

pointed to this to justify designing new fiscal incentives to induce private

contributions.

For example, the Malaysian Development Bank (owned by the Ministry of

Finance) established the Sustainable Development Financing Fund (SDFF) in

early 2019 to enhance entrepreneurial solutions to development from the private

sector. Originally with a fund size of RM1 billion, the SDFF holdings were doubled

in the 2020 Budget and its remit focused on sustainability and green initiatives.

HSBC Group has set out a series of commitments globally in support of the 2030

SDG Agenda, which includes a pledge to provide RM421 billion in sustainable

financing and investments by 2025. HSBC Amanah, the Group's Islamic arm has

already actualised this pledge by providing RM200 million in financing to Yinson

Holdings Bhd in building sustainable business on the long term. Under the

sustainability-linked financing (SLF), HSBC Amanah is working with Yinson in

reinforcing the bank’s commitment to support the shift to a low carbon

economy.

These are only a couple examples of market-leading business strategies in what

would be a prospective decade in the corporate sustainability sphere.

13



How  can  UN  Global  Compact  help?

Issue  1 :  Decarbonising  Production  Processes

Global Climate Action Playbook 2018

The Global Climate Action Playbook 2018 is a

practical toolkit for business outlining high-

level policy updates, outlook on key climate

actions and the arc of ambition, and

snapshot of country-level analysis on

Nationally Determined Contributions and

Sustainable Development Goals. The

Playbook is designed for business and

Governments to work together to enhance

country level ambition and action to

implement the Paris Climate Agreement

leading up to 2020.

Issue  2 :  Decent  Work  for  All

The Decent Work Toolkit for Sustainable

Procurement consists of three modules with

key learnings, training exercises, practical

case studies, business implications and

frequently asked questions.

THE IMPORTANCE OF DECENT WORK FOR

ALL

Explore how procurement practices and

decisions can impact working conditions in

global supply chains and why supporting

decent work is important for buyers.

EMBED DECENT WORK IN CORPORATE

PROCESSES

Discover different approaches to help

strengthen procurement teams’ capabilities

to promote decent work in supply chains.

Decent Work Toolkit for Sustainable Procurement

COMMUNICATE DECENT WORK

TO SUPPLIERS

Learn how buyers can effectively

communicate the importance of

decent work to suppliers and

gather feedback on the impact of

buying practices.

14

https://www.unglobalcompact.org/library/5635
https://www.unglobalcompact.org/library/5561


Issue  3 :  Gender  Equality

WEPs Gender Gap Analysis Tool

Assess your company’s strategic

approach to gender equality

Identify gaps and opportunities for

continuous improvement

Learn about best practices on gender

equality globally

Set concrete goals and targets, and

measure progress over time

Benchmark against peers and

industry standards

Leverage global gender equality

resources to guide future actions

Contribute to the UN Sustainable

Development Goals by investing in

women and girls — Making Global

Goals Local Business

Use the WEPs Tool to:

Issue  4 :  Good  Governance  and  Ethics

Seeks to provide a practical, step-

by-step guidance on how to

conduct an anti-corruption risk

assessment. Includes a six-step

process to complete the

assessment: establish the process,

identify the risks, rate the risks,

identify mitigating controls,

calculate remaining residual risk

and develop an action plan.
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https://www.unglobalcompact.org/library/411
https://weps-gapanalysis.org/



