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Abstract- Rapid economic development of Malaysia and the constant transformation of the society bring into attention the 
concept of sustainable development. While the concept is modern with the long-term implications, its understanding is based 
on the social, cultural and religious dimension. With the changes imposed by the government and the top-down hierarchy 
norms and values become the subject of change. Consequences of extensive use of abundant natural resources and 
decreasing intergenerational responsibility question attitudes directed on maintaining current level of economic growth. 
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I. INTRODUCTION 
 
With the rapidly expanding economies, the remote 
idea of sustainable development places itself on the 
very edge of any social and economic policy. The 
concept accepted and understood on the ground of 
intergenerational responsibility commences to play a 
vital role. Divided into three categories where 
economic, natural and social needs as well as 
liabilities shared by the people are intervened with 
each other, the concept still lacks a comprehensive 
approach. Whereas natural and economic spheres are 
fairly clear and comprehensible, the social linkage is 
discussed separately. The formulation of sustainable 
development under “[…] development which meets 
the needs of the present without compromising the 
ability of the future generations to meet their own 
needs” statement, indicates the inseparable need to 
incorporate social and economic values into 
protection of natural environment.1 
In this context Malaysian rapid economic 
development and the constant transformation of a 
society brings into attention the moral obligation to 
increase awareness of possible social, economic and 
political consequences of decreasing abundance of 
natural resources with the air, ground and water rising 
pollution. While the acceptance point is the common 
utility function to better the current standards of 
living, the promoted utility functioned is aimed at 
maximizing the possible benefits. The extensive 
usage of natural resources and the scale of industrial 
expansion lack comprehensive policy implementation 
that would intervene with the rising demands for 
products and services. On the other side except the 
need for the governmental actions (and measures), a 

                                                             
1Brundtland Report, Report on the World 

Commission on Environment and 

Development,United Nations General Assembly 

Resolution 42/187, December 1987 

change in attitude and understanding of long-term 
and sustained economic development is necessary. 
The indispensable transition towards a conscious 
society is an imperative imposed by rising 
consequences of extensive use of current resources.2 
Suggesting a one dimension change by reducing the 
supply and demand curve as well as shifting the 
utility function on producing intergenerational 
equality could justify the expansion of new industries 
and service based economy.  
In this connection where demand for growth on an 
individual and group level is prominent, one has to 
underline three distinct and potentially discrete 
categories. The underlying category is the 
institutional order set by the governmental policies. 
While policies directed towards equal redistribution 
of goods and high level of economic development are 
focused on achieving expectations proclaimed by the 
society, the excessive use of existing natural 
resources is a short-term and campaign oriented. 
Believing in a spontaneous order of the markets is 
thus creating misconception on the role of the 
government.3 The second category is the 
intergenerational equity that contradicts actions 
aimed at maximizing the contemporary welfare over 
the welfare of future generations. Attention is given 
to the abundance of the available capital (in the form 
of natural resources) and its non-renewability. The 
third category is the collective action and impact on 
environment.  Despite the institutional order 
established by government and the social framework 
of human actions, there is a scarce responsibility 

                                                             
2 Natural resources can be understood in the form of 

air, water and land. 
3Jacobs, S., Spontaneous order: Michael Polanyi and 

Friedrich Hayek, “Critical Review of International 

Social and Political Philosophy”, Vol 3, Issue 4, 

2000, p. 49-67 
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towards public goods. Certain informal rules, norms 
and habits have to embrace human actions. 
In this paper a utility function is understood within 
the concept of sustainable development. The top-
down process of sustained economic development is 
set threefold. Governmental actions, intergenerational 
equity and collective actionscreate a multi-
dimensional framework which brings awareness and 
deep understanding of actions. In regards to moral 
and social obligations as well as unconditional 
obligations,I indicate interweaving elements of 
Malaysian social structure. Thus I strive to explore 
the submitted categories that impact and alternate 
each other. The question arising is then if change or 
enhancement of utility function should be transposed 
or whether the concept of sustainable development in 
regards to the “catching up” economies should be 
postponed. 
 
II. INSTITUTIONAL ORDER SET BY THE 
GOVERNMENTAL POLICIES 
 
The basis for the sustainable development is the 
minimization of the transaction costs. These costs 
rising along with the development of socio-
economical system are the ultimate measure of the 
effectiveness of implemented policies. In this context 
no economic development is a spontaneous and strict 
evolutionary process, but rather is planned and 
organized by the specific set of formal and informal 
institutions.4 Formal institutions set the pace and 
order of the growth process. They provide distinct 
borders of the possible outcomes and limit them at 
the cost of stable and balanced progress taking social, 
economic and ecological matters into account. 
Furthermore these three theoretically separate 
dimensions require coherent policies which aimed at 
the Pareto optimal state. It brings the economy to the 
general equilibrium where neither groups nor 
companies perform at the cost of others (including 
manufacture causing environmental degradation).   
However in the case of Malaysia or any other 
developing economy there is a conflict between 
economic growth and preservation of environment. 
Although Malaysia could place itself as an example 
of a country that produce high quality environmental 
protection plans as well policies contradicting the 
need for the high level of national growth, the main 
imperative should shift towards a change in the 
informal institutions. That includes a shift in the 
social and cultural attitude where everyone cares for 

                                                             
4Fiedor, B., Nowa Ekonomia Instytucjonalna a 

zrównoważony rozwój, [in:] Poskróbko, B., Obszary 

badań nad trwałym i zrównoważonym rozwojem, 

Ekonomia i Środowisko, Białystok, 2007, p. 453-462 

the environment because this is congenital duty.5 This 
is to say governmental policies and plans are not 
sufficient to create a kind of independent society 
which comprehends the role of natural environment 
and consequences of its constant contamination. 
 
III. INTERGENERATIONAL EQUITY 
 
The idea of intergenerational equity is the 
subcategory of moral commitments towards future 
generations. The need for growth based on individual 
pursuit to increase one’s welfare and well-being 
cannot be justified by the extensive use of the 
available capital. Both qualitative and quantitative 
measures should be implemented to abstract the 
problem of insufficient resources to grow in the 
future. However such change as well as change in the 
institutional order has be to commenced at the level 
of informal institutions, where norms and values set 
the behaviour of every individual. Either moral or 
religious obligations should provide a foundation for 
ethical performance. Therefore the axiological 
dimension set a new system of attitudes that are 
environmental friendly and are not exercised at the 
cost of life improvement.  
While discussing the need for a shift in understanding 
the concept of sustainable development, 
intergenerational equity seems to be one of the most 
valid and straight indicator that could be justified 
within the society. Based on the cultural and religious 
commitments of current generations to the next one, 
Malaysian society is determined to provide a better 
takeoff. Simultaneously high level of economic 
development secures current generation with the 
unrestricted usage of available capital and ability to 
abstain from the highest possible outcomes. In the 
Malaysian context any obligation could be transposed 
from governmental policies (that aim to balance the 
economy and establish new sources of energy) to the 
ethical realization of one needs. It thus combines an 
already shared knowledge that human well-being is a 
desired state of any economic development and that 
pursuit of welfare either in a material or non-material 
dimension should go along with the basic equation 
where intergeneration equity is a sum of 
manufactured, human and natural capital. 

                                                             
5 We can observe the Malaysian government 

rewarding initiative promoting environment 

protection, ex. Prime Minister’s Hibiscus Award, at 

http://www.hibiscusaward.com/, There are external 

initiatives like Roundtable on Sustainable Palm Oli 

(RSPO) or Primary Health Care Volunteer (PHCV) to 

promote just and active participation in balancing the 

economic development. 



International Journal of Management and Applied Science, ISSN: 2394-7926 Volume-1, Issue-9,     Special Issue Oct.-2015 

Utility Function and Sustainable Development - Case Study of Malaysia 
 

144 

Although the Malaysian government emphasizes the 
necessity to grow and progress, a shared attitude of 
common sense and collective responsiveness to 
governmental policies aimed at protecting 
environment is stressed. Simultaneously moral and 
ethical guidelines to care about the future generations 
and their chances to grow should bring a kind of 
national cohesion. A system where human and natural 
capital is equally treated is the sole for sustained 
progress.   

 
IV. COLLECTIVE ACTION AND TRUST 
 
With the rapid interest in the sustainable development 
concept developing economies started to seek for 
comprehensive policies that would strengthen social 
capital and thus trust within the society. Social bonds 
and established norms reduce the tension between 
various social groups and commence with building 
common utility function. As in the case of Malaysia, 
with the visible change in approach among 
individuals, ties underline the need to apply solutions 
to protect natural environment with compromising the 
needs of current and future generations.6 Moreover 
social capital and trust facilitate cooperation and lead 
to new outcomes that grant people confidence in each 
other. With such approach the situation of “free 
riding” is limited and confronts the idea of egalitarian 
society towards each other and natural environment. 
It will therefore enforce responsibility towards public 
goods, which are often either unlimited or funded by 
the government.  
Malaysia with its multiethnic and intra-group 
diversification is constantly shifting towards 
sustainable development. Although the challenges 
imposed either by the international agencies or 
natural disasters foster the amount of initiatives and 
national policies, the country is on the edge of 
fulfilling its obligations. There are two main reasons 
behind the inattention to the matter of 
intergenerational equity, institutional order or 
collective utility functions. The first of them lies 
behind a mission to gain welfare and grant oneself a 
“safe position” where potential drawback resulting 
from inefficient policies or free riding does not 
interfere with personal aspirations. Consequently 
allowing the change in institutional order and 
existence of formal and informal constraints can 
create a short-term pursuit to distinguish oneself and 
be resistant to potential weaknesses of economic 

                                                             
6Kates, R.W., Parris, T.M., Leiserowitz, A.A., What 

is sustainable development? Goals, Indicators, 

Values, and Practice, “Environment”, Vol 47, No 3, 

April 2005, p. 8-21 [available at 

http://www.hks.harvard.edu/sustsci/ists/docs/whatisS

D_env_kates_0504.pdf] 

development top-down recommendations. Secondly it 
is the multilayered and complex nature of the 
sustainable development concept that brings multiple 
inaccuracies between what is commonly accepted in 
terms of life posture and maintaining well-being and 
possible disadvantageous for unconditional 
acceptance of the economic-social-environmental 
relationship triangle. 

 
Figure 1Sustainable development triangle - key elements and 

interconnections (corners, sides, centre) 
Source:Munasinghe, M., Sustainomics: A Trans-disciplinary 

Framework for Making Development More Sustainable, 
International Society for Ecological Economics, Munasinghe 

Institute for Development (MIND), Sri Lanka, April 2004 
 
V. UTILITY FUNCTION AND INFORMAL 
INCENTIVES 
 
A visible contraction between expected high level of 
economic development and conservation of natural 
environment enforce Malaysian government to 
introduce new policies and plans that include 
economic and social dimension. Malaysia as a 
developing country becomes simultaneously the hub 
for the environmental initiatives and group 
harmonization. However ambivalent approach for the 
protection of environment is thus the result of 
misconception of what is needed to preserve 
environment as a whole and natural resources 
separately. This ambiguous posture provides a clear 
picture of misunderstanding of the integrity of the 
natural system. In simple matter there is a lack of 
distinction within the concept of sustainable 
development. Plans and attempts to deploy habitat 
protecting programmes should be then established on 
informal institutions, where values and norms shape 
people’s outlook.  
Outlook shaped by the change in values and norms as 
well as long-term economic development based on 
sustained usage of existing capital with its 
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preservation for future generations transposes the idea 
of individual utility function and pursuit of its 
maximization into the responsible and taken 
economically approach. Hence the question arising is 
whether the change in understanding of sustainable 
development and taking a shift into balanced growth 
can influence people to seek collective and equitable 
in regards to the sustainable development triangle 
long-term imperatives or will it cause a slower 
economic development on a country level and slower 
levelling of social differences?7 
The informal incentives and constraints that exist in 
Malaysia take a form of socially acceptable ways of 
performing that create compact views on the societal 
level. The importance behind the predetermined 
outcomes of actions is the cultural and religious 
boundaries that are not yet accustomed to the concept 
of sustainable development in its contemporary idea. 
In this context there is a visible distinction in 
understanding natural capital and the pace of its 
deprivation. Constant strive to maximize own utility 
function at the cost of natural environment leads to a 
short-term conformism. It thus leadsto permanent 
change in consciousness and long-term abuse of the 
basic equation where equity is the sum of 
manufactured, human and natural capital. None the 
elements can be either increased or reduced at the 
expense of another. 
Looking at the second end governmental initiatives 
taking a form of National Economic Policy (NEP), 
National Development Policy (NDP) or National 
Vision Plan (NVP) are the apparent attempts to 
reduce the environment degradation and impose 
changes on agricultural, industrial and social 
activities.8 This is clear evidence that formal 
institutions in Malaysia can determine a change in 
informal institutions. How utility function reinforces 
wealth and well-being maximization into collective 
and responsible towards environment actions, 

                                                             
7Murphy, K., The social pillar of sustainable 

development: a literature review and framework for 

policy analysis, “Sustainability: Science, Practice, & 

Policy”, Vol8, Issue 8, p. 15-29, Published online 

Mar 13, 2012 [available at 

http://www.google.pl/archives/vol8iss1/1008-

041.murphy.html] 
8Mokthism, N., Osman Salleh, K., Malaysia’s efforts 

toward achieving a sustainable development: Issues, 

challenges and prospects, 3rd International 

Geography Symposium – GEOMED 2013,  Procedia 

– Social and Behavioral Sciences 120, Antalya, 2014, 

p. 299-307 

confirms that in the developing economies formal and 
informal institutions intervene with each other. These 
institutions referred as fast and slow moving in the 
Western concept, in Malaysia are highly adaptable, 
convertible and overlapping.  
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CONCLUSIONS 
 
Sustainable development in Malaysia is a modern 
concept with roots in the early plans of economic 
development of a country. However intuitive and 
implemented within the formal dimension the concept 
of sustainable development is, it lacks common 
understanding. Formal rules, direct policies and new 
arrangements are being implemented with the top-
down order. With the three presented elements of the 
concept, Malaysia is confronting the need for high 
level of economic growth with the rapid depletion of 
natural resources, increased pollution and 
intergenerational equity. The shift therefore that has 
to be accepted on the national level regardless the 
ethnic or group affiliation, must be performed by 
amending the current collective utility function. The 
function thus is based on the wealth and well-being 
maximization with the imperatives directed towards 
either improving the quality of life or distinguishing 
oneself.  
At the same time the acceptance of structure imposed 
by the government appears to be in opposite to the 
Western concept where change of consciousness and 
responsibility towards environment often comes 
simultaneously. Top down structure where incentives 
for sustainable development come in the form of 
policies and obligations may lead to the 
misconception of the concept. Permanent change in 
consciousness and amendment of the utility function 
cannot be therefore imposed by the formal 
institutions, but rather be enhanced by moral and 
social obligations. 
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