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Abstract: Policy integration across the domains of social, economic and environment has attracted interest as a policy 

response to sustainable development. However, progress on the integration agenda has been limited. The adoption 

of the Sustainable Development Goals (SDGs) and the 2030 Agenda for Sustainable Development aimed to break 

this stalemate by addressing the goals in an “integrated and indivisible manner”. This article undertook an empirical 

assessment to understand if, how and to what extent the SDGs influence domestic policy integration. It studies the 

interactions across biodiversity and climate, where previous studies highlighted that despite synergies across the 

issue area, institutional interlinkages and policy responses are fragmented. A causal mechanisms framework that 

identified six possible pathways to influence domestic policy integration was utilised. In investigating the 

establishment of the carbon market in Malaysia as a form of policy integration, the study found that international 

regimes, namely the United Nations Framework Convention on Climate Change (UNFCCC), and influence of 

market forces were the key pathways of influence. These were largely explained by interest-based motivations. In 

this sense, the SDGs are likely to be used tactically to achieve interests of certain parties for issue linkages.    

Keywords: SDGs; policy integration; sustainable development; biodiversity; climate change.

1.   INTRODUCTION 

Policy integration across the domains of social, economic and environment has attracted interest as a policy response to 

sustainable development (Jordan & Lenschow, 2010). Nonetheless, despite the need for integration of the pillars of 

sustainable development being enshrined since the first Rio Earth summit in 1992, the progress and extent of policy 

integration continued to be limited (Runhaar et al., 2020). The adoption of the Sustainable Development Goals (SDGs) and 

the 2030 Agenda for Sustainable Development  aimed to break this stalemate by addressing the goals in an “integrated and 

indivisible manner” (United Nations, 2015). The SDGs, in this sense are unique in being explicit to address the interactions 

across issue areas (Kanie & Biermann, 2017). This article set out to assess if, how and to what extent does the SDGs 

influence domestic policy integration.  

Despite the explicit agenda and principle as espoused in its integrated agenda, the SDGs, as an international goal setting 

agenda faces various challenges. The most pertinent of them is that the SDGs are voluntary and devoid of compliance 

mechanisms (Young, 2017)(Kanie & Biermann, 2017). Also, addressing interactions across issue areas are very complex, 

and are contextual. They are often dependent on the issue iteslf, geographic, and prevailing settings  (Nilsson, Griggs, 

Visbeck, & Ringler, 2016; Tosun & Leininger, 2017). Finally, translating them to the domestic level will face challenges 

of breaking silos where governments often applay a  logic of specialisation and task disaggregation for service delivery (A. 

Hezri, 2011). 

The interactions across the issue areas of biodiversity and climate change have gained scholarly interest in the past 

(Kemppinen et al., 2020; Kim, 2004; Mooney et al., 2009; Wan Razali & Awang Noor, 2012). Despite being within the 
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same policy domain (environment) and its interactions being largely synergistic, the policy responses both at the 

international levels and domestic levels have been fragmented (Hoek, 2022; Kim, 2004). This article assessed the influence 

of the SDGs in addressing the influence across these two issue areas.  

Towards this end, an empirical analysis was conducted on a single policy outcome to understand the influence of SDGs. 

Specifically, the Malaysian government announced the establishment of a carbon market under the overall strategy to 

achieve the SDGs. Its aims are to achieve is emission goals and is strongly linked to biodiversity conservation. A process 

tracing study was conducted to understand the mechanisms of how SDGs was used to influence this outcome (how), the 

conditions under which they were triggered, and to what extent it was influential. While comparisons are not possible, due 

to the relatively new adoption of the SDGs and few empirical studies on policy integration available (Bornemann & 

Weiland, 2021; Jordan & Lenschow, 2010; Tosun & Leininger, 2017), this article contributed to this gap and body of 

knowledge.  

A causal mechanisms framework was adopted to elucidate how, and to what extent the SDGs influenced domestic policy 

integration. Based on the social mechanisms approach (Hedstrom & Swedberg, 1998), six mechanisms were identified as 

pathways that are theorised to explain how the SDGs influenced the policy outcomes (Alizan, unpublished). Conditions 

under which each pathway are likely to be triggered was also theorised (see Table 1). The framework built upon previous 

studies in international regimes and global environmental governance, particularly focusing on institutional interactions  

(Bernstein & Cashore, 2012; Gehring & Oberthür, 2009; Oberthür & Gehring, 2006).  Finally, the results will discuss the 

extent of influence of the SDGs by discussing its possible effects. It is hypothesised that other international regimes, beyond 

the SDGs are likely to trigger domestic policy integration. In particular, the role of UNFCCC, is likely to be the key pathway 

for the policy change. The reason is likely to be due to the distribution of, and convergence of interests across the two 

regimes.  

This article is structured as follows. Section 2 explains the causal mechanisms framework adopted, including the six 

mechanisms that are likely to influence domestic policy change. Section 3 identified the interactions across biodiversity and 

climate, including the institutional interlinkages. The results of the process tracing are presented in Section 4. Following 

that, the extent to which the SDGs influenced the outcome is discussed in Section 5. This is followed by concluding 

thoughts.  

2.   FRAMEWORK: CAUSAL MECHANISMS FOR ASSESSING INFLUENCE OF SDGS ON 

DOMESTIC POLICY INTEGRATION 

A causal processes framework was utilised to examine whether and how the SDGs' domestic influence contributed to the 

formation of integrated policy. The framework studied how the SDGs are utilised to address the interactions across 

biodvirsity and climate change (see Table 1) (Alizan, unpublished). 

The framework's development was informed by earlier research on the institutional interactions in international regime 

theory and global environmental governance (Bernstein & Cashore, 2000, 2012; Gehring & Oberthür, 2008, 2009). It is 

based on the social mechanisms approach, a method that identifies mechanisms as a way to produce and explain observed 

causation between events (Hedstrom & Swedberg, 1998). 

Paths of influence for six causal processes were identified. From the most direct to the most indirect, it covers the entire 

spectrum of goal-setting effect. The most direct technique is functional influence, in which the SDGs themselves initiate 

the integration of policy. This indicates that the SDGs were directly implemented through the integration of domestic policy. 

Second, is when interlinkages are constructed using a logic of appropriateness (rather than a logic of consequences), 

institutional influence is triggered (March & Olsen, 1998). This occurs where the structure and processes established to 

deliver the SDGs result in shared beliefs and intersubjective understanding (Kratochwil & Ruggie, 1986). Thirdly, material 

influence happens as a result of direct action by global and transnational players. This is mostly accomplished through 

funding, which are primarily provided by international organisations. The last four processes and routes are more deceptive. 

Market influence uses markets as a tool to strategically bring about domestic change (Bernstein & Cashore, 2012). When a 

change in domestic policy is attributed to a shift in normative or causal beliefs, ideas and norms are triggered. Finally, 

international regimes also influence the implementation of objectives in the SDGs and across issue areas. These are largely 

to meet their own goals of the international regime. Its ability to fulfil the interests of key actors is likely to be influential.  

To investigate the mechanism and relationship between the SDGs' influence and the examined policy outcome, process 

tracing was done. The causal mechanisms approach was previously used as a reductionist approach in studying institutional 
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interactions at the international level (Oberthür & Gehring, 2006) and has increasingly been used in in the field of 

international relations and comparative politics (Vanhala, 2017). The definition of process tracing are “techniques for 

examining the intermediate steps in cognitive mental processes to understand better the heuristics through which humans 

make decisions” (Benett and Checkel: 5). 

The case study also combined deductive and inductive reasoning using this approach. Deductive reasoning was applied via 

the mechanisms and propositions identified in the framework. Inductive reasoning was also used in tracing the chronology 

of events in order to uncover further observable consequences in order to portray the complex relationships that occur in 

the real world. 

Focus Group Discussions were held to identify the interaftions across biodiversity and climate change. Key informant 

interviews were also conducted as input into the process tracing exercise. These were supplemented by literature reviews. 

Combined these methods provided the chronology of events and insights into the decision-making.  

The case was selected based on the use of SDGs in the interaction across biodiversity and climate change. Despite the 

various interactions were found through the FGD, there were few concrete examples of the use of SDGs in bridging both 

climate and biodiversity objectives. In the course of interviews, it was found that the budgeting process provided the most 

concrete linkage and this was reflected in its release. The use of budget as instrument of policy integration has also been 

studied and recognised in previous studies (Runhaar et al., 2020). 

The results of the process tracing and the testing of the hypothesis are presented in Section 4. To establish its interactions, 

the next section provides an overview of the interactions across biodiversity and climate change in Malaysia.  

3.   INTERACTIONS OF BIODIVERSITY CONSERVATION AND CLIMATE CHANGE IN 

MALAYSIA 

3.1 Interactions across biodiversity and climate change 

Climate change and biodiversity are within the same policy domain (environment) and are closely interconnected due to its 

ecological interdependence (Kim, 2004). The direction of influence is both ways with changes in biodiversity in particular 

biodiversity loss affecting climate change, as well as climatic shifts affecting biodiversity conservation. Both the climate 

and biodiversity has been predominantly affected negatively in the face of anthropogenic pressures related to development 

(Pörtner et al., 2021). In turn, both biodiversity loss and climate change pose significant threats to human security including 

to public health, safety, food security and water security.  

Climate change has impacted biodiversity and ecosystems through altering the distribution, functioning and interactions of 

organisms (Pörtner et al., 2021). While its impacts are contextual dependent on locality, generally, as an outcome, extinction 

risks are increasing (Mooney et al., 2009). This includes losses not only at the species level, but also at the ecosystems level 

with observational evidence pointing to an acceleration in impacts and losses across marine, terrestrial and freshwater 

ecosystems (IPBES, 2019). The future of biodiversity will further be affected by climate change and other anthropogenic 

and natural drivers. According to scenarios, the future climate change is projected to become an even greater and direct 

driver of biodiversity loss, with studies estimating 5 per cent extinction at 2 degrees Celsius warming (IPBES, 2019). Also, 

large scale species migration is projected with 35 per cent of mammals and 29 per cent of birds projected to have their 

climate nice in not their current habitats (Pettorelli et al., 2021). These changes are also projected to impact the ability for 

ecosystems to deliver its services including for agriculture, aquaculture and fisheries (Mooney et al., 2009). 

Biodiversity also affects the climate system. Firstly, various ecosystems, such as forests landscapes contribute significantly 

to carbon sinks, contributing to climate mitigation. Conservation of forest landscapes, coral and reefs, seagrass and other 

nature based solutions provide co-benefits for addressing both biodiversity and climate change challenges. It is estimated 

that nature-based solutions are to provide 37 per cent of climate change mitigation until 2030 towards meeting the target of 

keeping climate within 2 degrees Celsius of warming (IPBES, 2019). Biodiversity also plays a major role in climate change 

adaptation and increasing adaptive capacity. This includes its important contributions in food security and ensuring 

sustainable food production, sustaining freshwater systems for water security as well as more localised impacts such as the 

ability of forests to alleviate large scale flood incidents (IPBES, 2019). Climate resilient development, including resilient 

cities require functioning ecosystems. 

Responses to both climate change and biodiversity can also be synergistic or conflictive. Nature-based solutions (NbS) has 

been mooted as an important strategy to deliver co-benefits. However, its contribution to biodiversity is being debated as  
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some only are focussed on rapid carbon sequestration. For example reforestation efforts to increase carbon sequestration 

that adopt monoculture plantations may not increase biodiversity (Hall, van Holt, Daniels, Balthazar, & Lambin, 2012; 

Hoek, 2022). Nonetheless, reforestation, in particular, tropical reforestation, if managed and designed correctly can benefit 

both mitigation and adaptation including ameliorating altered hydrological cycles and conserve threatened species 

(Kemppinen et al., 2020; Locatelli et al., 2015). 

While the interactions across biodiversity and climate change are extremely complex and localised, the most evident 

interconnection is across forests and climate change. In particular, megadiverse tropical forests have high potential for 

climate sequestration, habitat preservation, with an estimated 50 per cent to 70 per cent of all terrestrial species and, on the 

other hand, becoming a source of carbon emissions when deforested or lost, for example due to forest fires (Kim, 2004).  

The interactions across biodiversity and climate change can be seen across the SDGs. It is worth noting that as the SDGs 

were adopted just before the Paris Agreement, SDG13 (Climate action) acknowledged the UNFCCC process and the 

primary international global response to climate change. Therefore, it the Paris Agreement is directly linked to the 

achievement of SDG13. Beyond SDG 15 and SDG 13, various other SDGs are relevant to the interactions of biodiversity 

and climate change, and in particular, to forestry and the carbon market. SDG 13 also focuses on adaptation with SDGs 13 

through strengthening resilience and adaptive capacity which can be linked to biodiversity. While all SDGs 15 targets are 

relevant, target 15a., aims to mobilize and financial resources from all sources to conserve and sustainably use biodiversity 

and ecosystems, which is directly linked to carbon credits. Other relevant SDGs includes the SDG7 (energy) on access to 

energy and energy efficiency which affects mitigation; SDG2 on climate smart agriculture, which, for example, may include 

biofuels; SDGs 11 (Cities) which includes adaptation by targeting to reduce deaths and losses due to natural disasters with 

a focus on protecting the poor.  

3.2 Interactions of biodiversity and climate change in Malaysia 

Malaysia is one of the world's seventeen megadiverse nations. It is a hotspot for biodiversity due to being located in the 

tropical belt. About 54% of the landmass is covered in forests, which provide home for a variety of plant and animal species 

(NRE, 2016). There are 380 mammal species and around 25,000 vascular plant species in the entire Sundalan region 

(Ministry of Natural Resources and Environment, 2019). The richness of marine and coastal environments is likewise 

abundant, and mangrove shorelines designated as Ramsar sites are among them. The creation of protected areas, which 

cover 3.3% of marine areas and 13.2% of terrestrial biodiversity, has been the primary strategy for conservation and 

management (Ministry of Natural Resources and Environment, 2019). In 1994, Malaysia ratified the Convention on 

Biological Diversity (CBD), which stipulates that three main goals must be upheld: the preservation of biological diversity; 

the sustainable use of its components; and the fair and equitable distribution of the benefits resulting from the use of genetic 

resources. the conservation of biological diversity; the sustainable use of the components of biological diversity; and the 

fair and equitable sharing of benefits arising from the utilization of genetic resources. In addition to the CBD, Malaysia has 

ratified 17 other international environmental treaties that deal with biodiversity (Tong, 2020). This includes the Ramsar 

Convention on Wetlands of International Importance (Ramsar), the Convention on International Trade in Endangered 

Species of Wild Fauna and Flora (CITES), and pertinent protocols under the CBD, such as the Cartagena Protocol on 

Biosafety and the Nagoya Protocol on Access to Genetic Resources and Fair and Equitable Sharing of Benefits Arising 

from their Utilization. 

Climate action in Malaysia is driven by two key sectors. Firstly, the energy sector, including electricity and transport, 

accounts for approximately 80 per cent of its emission (Ministry of Environment and Water, 2020). As a fossil fuel 

producing country that is still developing, one of the major challenges is to decarbonise the economy (Susskind et al., 2020). 

Secondly, is the forestry sector, of which Malaysia relies on for its carbon sinks. In fact, as recent as 2004, Malaysia’s 

emissions were net negative due to the removals of the Land Use, Land Use Change and Forestry (LULUCF) sector 

(Ministry of Environment and Water, 2020). In absolute terms, Malaysia’s GHG emissions including deforestation 

emissions (but not including removals) equate to 335 million tonnes, while including removals, it equates to 75 million 

tonnes. The difference demonstrates the significant role played by LULUCF for Malaysia’s emissions. Internationally, 

Malaysia ratified the UNFCCC in 1992 as a Non-Annexe I member state. This was followed by the Kyoto Protocol in 2002 

and more recently, the Paris Agreement was ratified in 2016. Malaysia’s submitted a Nationally Determined Contribution 

(NDC) in 2016 and this was updated in the run up to COP26 in 2021. The main target is an economy-wide carbon intensity 

reduction (against GDP) of 45% in 2030 compared to 2005 level (Government of Malaysia, 2021). Malaysia has also 
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committed to achieve net zero GHG by as early as 2050 though this was not communicated in the NDC but in the five year 

economic plan (EPU, 2021). 

Climate change and biodiversity interact in various and complex ways depending on geographically as well as seasonally. 

However, generally, as a tropical megadiverse country, the major interactions in literature centered around forestry and land 

use and the interactions with climate change. This includes literature primarily on mitigation including on response options 

through the forestry sector (Raihan, Nizam Mohd Said, Mastura Syed Abdullah, & Ara Begum, 2018), economic value of 

carbon stocks  (Raihan, Begum, Said, & Pereira, 2021); and effects of logging to greenhouse gases (Yashiro, Kadir, Okuda, 

& Koizumi, 2008). Despite the role forests and biodiversity play for adaptation, there is comparatively less studies 

undertaken to understand this interaction. One example is a focus on mangrove as a ‘bioshield’ in protecting the coastline 

against tsnami, surges, erosion and other coastal disasters (Ghazali et al., 2016). In reviewing the literature, the focus is 

largely on the effects of deforestation to CO2 or the potential for preservation of forestry. There are few examples of 

literature on conservation strategies, such as protected areas, in contributing to carbon sinks. 

3.3 Institutional interlinkages across biodiversity and climate change 

At the international level, the climate change and biodiversity regimes overlap, with United Nations Convention Framework 

on Climate Change (UNFCCC) and the Convention on Biological Diversity (CBD) being the main international 

organisations. The UNFCCC inclusion of sinks and reservoirs in its convention and the reporting of greenhouse gases as 

well as using the net emissions approach demonstrated a clear link across the two regimes (Kim, 2004). Under the Paris 

Agreement, Article 5 makes direct reference to sinks and reservoirs as well as forests. It also makes reference to Reducing 

Emissions from Deforestation and forest Degradation which is refers to the REDD+, the use of economic incentives to 

conserve forests previously agreed in 2005 and evolved since (Nielsen, 2016) (see below for further discussion). Article 6 

provides both market and non-market mechanisms for carbon trading. The institutional linkages above demonstrate two 

clear institutional interlinkages across international biodiversity and climate change regimes. Firstly, is the forestry sector, 

explicitly mentioned in the Paris Agreement, and historically through REDD+, as the main issue bridging biodiversity and 

climate regimes. Secondly, is the use carbon market as a strategy for integration.  

CBD also links with the climate change regime through its targets under the Aichi Biodiversity Targets. While many of its 

targets are relevant to climate mitigation and adaptation, Target 15 aim for “by 2020, ecosystem resilience and the 

contribution of biodiversity to carbon stocks has been enhanced, through conservation and restoration, including restoration 

of at least 15 per cent of degraded ecosystems, thereby contributing to climate change mitigation” is a direct reference to 

climate action (see Aichi Biodiversity Targets).  

Domestically, the two key institutions governing biodiversity and climate change are the ministries in charge and their 

relevant policies. The institutional interlinkages are seen in both its structure as well as in its policies. In terms of the 

structure for biodiversity governance, the Ministry of Natural Resources and Environment (NRE) was established in 2004, 

signalling a move towards establishing a more coordinated environmental policy by setting up a ‘mega-minstry’ related to 

environment (A. A. Hezri, 2014). This included the division for biodiversity and the relevant agencies all being placed 

under the ministry. Subsequently, the first change of government since Malaysia’s independence in 2018 signalled a change 

in biodiversity governance (Tong, 2020). A restructuring led to NRE being changed to the Ministry of Land, Water and 

Natural Resources. In 2020, the government changed again, and a further restructuring was undertaken, with functions of 

biodiversity under the Ministry of Energy and Natural Resources.  

Climate change structure began in 1994 following on from the establishment of the United Nations Framework Convention 

on Climate Change (UNFCCC) in 1992. A National Steering Committee on Climate Change (NSCCC) was formulated to 

implement policies to address and adapt to climate change and was chaired by the Ministry of Science, Technology and 

Environment. However, the focus was piecemeal and largely to only meet international commitments. This shifted with the 

establishment of NRE in 2004 which resulted in the climate change division to be placed under the ministry  (A. A. Hezri, 

2014; Ministry of Natural Resources and Environemnt Malaysia, 2011). In 2009, another reshuffle was undertaken due to 

a focus on a low carbon economy, and more specifically green technology, resulted in a new  the formation of the Ministry 

of Energy, Green Technology and Water (A. A. Hezri, 2014). Nonetheless, climate change remained under NRE while 

certain focus on green technologies and low carbon economy were placed under the new ministry. Post the government 

regime change in 2018, climate change was incorporated at the ministerial level for the first time with the formation of the 

Ministry of Energy, Science, Technology, Environment and Climate Change (MESTECC), replacing the Ministry of 
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Energy, Green Technology and Water (Tong, 2020). Subsequently, after the regime change in February 2020, the climate 

change division was placed under the Ministry of Environment and Water.  

The evolution in the structure resulted in the divisions in charge of biodiversity and climate change to be fragmented. Under 

the NRE the two functions, although in different divisions, were under the same umbrella ministry. Subsequently, since 

2018, biodiversity and climate change were placed under different ministries. This resulted in a fragmented structure and 

interviewees highlighted the impact of these shifts.  One respondent highlighted that “while the functions of the division do 

not change, biodiversity and climate change should be under one ministry to avoid rivalry and turf war”.  

In terms of policy, after Malaysia ratified the CBD in 1994, the first National Policy on Biological Diversity was formulated 

n 1998. Nonetheless, partly due to challenges in its implementation due to the lack of concrete targets, the National Policy 

on Biological Diversity 2016-2025 was launched in 2016 with 17 targets that aligns with the Aichi Biodiversity Targets as 

well as addresses domestic issues (Tong, 2020). While the policy is relevant to climate change, in particular towards 

ensuring mitigation and carbon stocks, there was little explicit mention of climate relevant actions. There were only two 

explicit mentions of climate change; one as a challenge being one of the pressures contributing to biodiversity loss; and 

secondly as a consideration under the Target to enhance protected areas (Target 7). No explicit targets or actions were 

formulated to link the implementation of the biodiversity policy with climate action. 

The climate change policy highlighted more explicit links to biodiversity and forestry (NRE, 2009). The policy objectives 

included a focus on carbon sinks and various strategies focus on both biodiversity and forestry as a sector. This includes a 

specific action to “conserve and enrich carbon pools in natural ecosystems including plantations and promote rehabilitation 

of sensitive and degraded ecosystems through sound management practices and land use planning” (KA15-ST4), and 

sectoral focus, in particular for forestry, for various strategies on balanced adaptation and mitigation measures, mobilising 

financing, policy integration, low carbon economy, carbon accounting and research and development. This demonstrates 

that through the policy, issue linkages are made, particularly, in relation to forestry and in relation to carbon sinks. However, 

no action plan exists for the delivering the policy and therefore, no instruments were found to implement the strategies 

outlined in an integrated manner.  

Institutionally, one of the major challenges of biodiversity governance is also addressing the challenge of Federalism 

(Kangayatkarasu, 2017). The vertical interplay across social organisations and jurisdiction, in this case across federal 

(national) and state (sub-national) governments, can provide limitations in its implementation due to various issues 

including power asymmetry, conflictive discourses and objectives and  (Young, 2006). In the context of Malaysia and this 

case study, the division of powers between the state and federal governments have resulted in a fragmented biodiversity 

governance where natural resources are largely under the state. For example, forestry is under the State List in the 

constitution. This division of power is also made more complicated as the most states rely on the exploitation natural 

resources for its revenue (Kangayatkarasu, 2017). Climate change, on the other hand, has no mention under the Constitution 

and is currently a focus at the federal level. However, its implementation will depend on sectors under the Constitution. 

This vertical challenge where the issue areas are governed under two different levels of political jurisdiction, illustrates the 

challenge in the effectiveness of policy implementation and environmental policy integration in Malaysia (A. Hezri, 2016). 

The institutional interlinkages demonstrated that despite the interactions across biodiversity and climate change being 

largely synergistic, and the fact that they are in the same policy domain (environment), the fragmented governance has 

resulted in the lack of policy integration. However, the interplay challenges are shallow, in the sense that its principles, 

norms, discourses and values largely align and thereby the challenges are more of a technical and operational level (Young, 

King, & Schroeder, 2008). This article focuses on the implementation of pre-existing interlinkages already made, focusing 

on the forestry sector, and in particular, the use of the carbon market as an instrument for policy integration.  

4.   RESULTS: PROCESS TRACING OF HOW THE SDGS INFLUENCE ISSUE LINKAGES 

ACROSS BIODIVERSITY AND RIGHTS TO A HEALTHY ENVIRONMENT IN MALAYSIA 

4.1 Background  

A method of interviews with key informants and literature reviews were utilised in undertaking a process tracing to assess 

the linkage across biodiversity and climate in a single incident. Specifically, the case study selected was based on the 

Malaysian Federal Budget 2022, where the issue linkage was made through its focus on establishing the carbon market 

under its strategy to meet the SDGs (Strategy 1: Sustainability Agenda).  
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It was hypothesised that it is likely that the outcome is triggered by the influence of other international regimes (as opposed 

to the SDGs itself). This is due to the fact that the SDGs operate at a scale that interacts with various other regime complexes 

and international regimes. Regime complexes are defined as an “array of partially overlapping and non-hierarchical 

institutions governing a particular issue-area” (Raustiala & Victor, 2004). Carbon trading is a quintessential example of an 

outcome of the climate change regime complex where it consists of trading schemes at various levels including regional, 

national and sub-national levels and only loosely coupled with the UNFCCC (R. O. Keohane & Victor, 2010). In this 

complex governance landscape, and overlapping of institutions, it is likely that actors would choose the institution that 

provides that aligns with their interest, akin to forum shopping (Alter & Meunier, 2009). The linkages are likely to be 

influential in the condition that it provides clear interests for both issue areas at the domestic level.  

4.2 International Regime Influence 

The international carbon market was initiated in 1997 through the Kyoto Protocol (Michaelowa, Shishlov, & Brescia, 2019). 

It set a target to reduce emissions by 5% below 1990 levels by 2008 to 2012. The mechanism allowed countries a platform 

and rules for trading, including Certified Emission Reductions (CERs) generated from Clean Development Mechanism 

(CDM) projects or activities under Article 12 of the Kyoto Protocol. As the target was set for Annexe I or industrialised 

nations, trading schemes were formulated in developed nations. The period of 2005-2011 saw significant growth of the 

carbon market in particular, with the European Union’s Emissions Trading Scheme (EU ETS), the first large-scale emissions 

trading scheme in the world, allowing the use of credits from CDM and JI (Michaelowa et al., 2019).  

The experience under Kyoto Protocol provided valuable experience for the international carbon market as an important 

mechanism for the achievement of climate goals under the Paris Agreement (Andresen, Skjærseth, Jevnaker, & Wettestad, 

2016; Michaelowa et al., 2019). The use of a market mechanism was enshrined in Article 6, which states that “cooperative 

approaches that involve the use of internationally transferred mitigation outcomes” which implicitly allowed member states 

to buy and sell their   achieving each country’s NDCs. Article 6 establishes two avenues of trading, the possibility of trading 

GHG emissions reductions (known as mitigation outcomes) bilaterally (Article 6.2) and an international carbon market 

mechanism to replace the Clean Development Mechanism (CDM) (Article 6.4).  

The Glasgow Climate Pact further enhanced Article 6, with a focus on implementation through the agreement of the ‘Article 

6 rulebook’. This includes ensuring that no double counting will be allowed as ‘corresponding adjustments’ will be reported 

to ensure that any credits sold will be transferred to the purchasing country. Article 6 rulebook also allows for all sectors, 

including REDD+, to be eligible to participate in the carbon market. While the international rules and procedures continue 

to provide clarity, in particular of how REDD+ can be operationalised, the evolution demonstrates both the importance of 

the carbon market in achieving the goals under the Paris Agreement as well as the issue linkage through both Article 5 (see 

previous section) and Article 6. 

The effects of the Paris Agreement many countries can be seen by the significant increase in the establishment of domestic 

or regional emissions trading schemes and growth of the market size. At least 32 Emissions Trading Schemes are operating 

around the world and the revenue for global carbon pricing increased by almost 60 per cent from 2020 to 2021, to around 

US$84 billion (The World Bank, 2022). Beyond emissions trading, the ambitious goals set out to achieve the Paris 

Agreement also meant that carbon taxes have emerged as an important mechanism for the achievement of climate goals 

with 36 operating systems (The World Bank, 2022). 

The influence of the institutional regime can be seen in its implementation domestically. One of the major differences of 

the Paris Agreement is that it applies to all countries. Despite not being an Annexe I country, Malaysia was introduced to 

the carbon market through its participation in the Kyoto Protocol and the Clean Development Mechanism (CDM) (Amran, 

Zainuddin, & Zailani, 2013). As a Non-Annexe I party, there was no necessity to create a domestic carbon market. While 

the creation of a domestic carbon market was not required due to its status as a Non-Annexe 1 party, Malaysia voluntarily 

participated as a seller of carbon credits to Annexe I parties with emissions commitments. The focus was therefore on 

generating CERs, as opposed to purchasing the credits to offset domestic emissions.. This provided a historical and path 

dependency explanation in Malaysia’s continuation and interest in the carbon market, especially as a seller through being 

the Host Party under the CDM. The experience gained under Kyoto Protocol provide a starting point for Malaysia to be a 

part of the carbon market. However, there is marked difference in establishment of a domestic carbon market.  

In terms of forestry, under the UNFCCC, the framework to Reduce Emissions from Deforestation in Developing Countries 

(REDD) was adopted at COP9 in 2003 as a sustainable financing mechanism. However, there has often been doubts on its 
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effectiveness in pursuing biodiversity goals (Hoek, 2022; Visseren-hamakers, Mcdermott, Vijge, & Cashore, 2012). The 

Cancun Agreement in COP13 created a link to biodiversity by ensuring that it creates incentives to protect, natural forests, 

biodiversity and ecosystem services (Hoek, 2022). Ultimately, the REDD Plus reached a consensus at COP15, followed by 

the Warsaw Framework for REDD plus in providing a structure and mechanism for its implementation. As a response, 

Malaysia formulated a National REDD+ strategy to comply with the UNFCCC’s requirement to be eligible for undertaking 

REDD plus activities (NRE, 2016). 

Towards meeting the Paris goals, Malaysia announced its intention to develop a domestic carbon pricing scheme in the 

Twelfth Malaysia Plan in 2021 (EPU, 2021). In the announcement of the Budget 2022, towards meeting the SDGs and the 

Paris Agreement, the Ministry of Finance announced launching of a Voluntary Carbon Market that was to be led by Bursa 

Malaysia, the country’s stock exchange. 

The attribution of the carbon market is largely driven to Malaysia’s ratification to the Paris Agreement as well as the SDGs 

as an umbrella goal. While there is still no decision on the extent of biodiversity and forestry being a part of the carbon 

market, interviewees highlighted that this is still being debated. Nonetheless, interviews highlighted that the potential for 

state revenue through forestry is a major discussion as part of the policy triggering the linkage with biodiversity, forestry, 

and conservation financing. These are further discussed below. 

4.3 Market influence 

The market can influence policy integration when it is used to manipulate the market. Although carbon pricing, and more 

broadly, economic instruments, aim is for economic efficiency and to internalise externalities its ability to send price signals 

will change the incentive structure (N. O. Keohane & Olmstead, 2016). In this sense, the use of economic instruments, 

broadly speaking, changes the incentive structure. In this context, the market was influential in the policy integration above 

in a few ways. 

Firstly, as highlighted above, one of the key challenges of biodiversity conservation and forestry in Malaysia is due to the 

fact that states depend on exploitation of natural resources for their revenue. Therefore, interviews have highlighted the 

promise of trading for carbon have resulted in interest and lobby from the states for a national carbon pricing policy. The 

political economy of natural resources is influential, in this case, as an influence for policy integration. The case in Sabah, 

a state in East Malaysia provided a demonstration of the need for a carbon pricing policy and strategy to address forestry 

and the carbon market. Media reports and interviews highlighted what is known as the ‘Nature Conservation Agreement’ 

(NCA), which involved the ‘lease’ of 2 million hectares (ha) of land over a period of 100 years. It was purported that the 

deal would give the third-party (i.e. the buyer) a means of receiving funds from the sale of carbon credits, and additionally, 

other natural capital such as water resources (carbon and non-carbon), depending on specific terms and conditions. While 

the deal was very opaque, it highlighted two major points relevant to this case study. Firstly, that state governments are 

interested to participate in the carbon market, either compliance market or non-compliance market (i.e. VCM). Therefore, 

there is a need for a carbon pricing policy to clarify the rules and procedures. Secondly, is that increasingly, the states are 

using UNFCCC for forest preservation. Therefore, the linkage with biodiversity conservation needs to be made to ensure 

the safeguards are legitimate. As Malaysia relies on its carbon sinks to meet its NDCs, the changes in the Article 6 rulebook 

would require clarity on the amount of carbon that can be sold for offsets. One interviewee highlighted, that due to this 

complexity, the carbon market will focus on domestic emissions trading to ensure Malaysia can meet its NDCs. This 

demonstrates the linkage and influence of the forestry and biodiversity sector, and in particular, of states towards the 

establishment of a carbon market in Malaysia. 

Secondly, another influence of the Paris Agreement and the rise in carbon pricing schemes internationally the trend towards 

extraterritorial means of imposing their schemes. For example, the EU, through the Carbon Border Adjustment Mechanism 

(CBAM), is planning to roll out tariffs on selected products based on their carbon content, as part of the EU ETS under the 

objective of avoiding carbon leakage. Although implementation will be challenged under the World Trade Organisation 

(WTO) as not being compliant with trade rules, efforts and mechanisms to implement carbon taxes will likely continue. 

Moving forward, carbon leakage is likely to be a feature of supranational policies in the future landscape of international 

trade. Interviewees highlighted these trade risks have become a major influence in the need for Malaysia to establish its 

own carbon pricing to enhance readiness in Border Adjustment Mechanisms in the future. 

Thirdly, another development is the role of financial institutions as a response to the Paris Agreement. Establishment of 

clubs such as the Net Zero Asset Managers initiative, launched in December 2020, with aims of galvanising the asset 
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management industry into committing to a goal of net-zero emissions, that consists of some of the leading asset managers 

in the world has resulted in major corporations to support and even lobby for a carbon pricing mechanism. This includes 

carbon intensive industries, as according to one respondent, “we are forced to comply to our investors needs and fully 

support a carbon pricing mechanism to be in place as soon as possible”. The conditions were made possible with powerful 

actors such as Blackrock and Vanguard, which manages over $15.2 trillion in assets (an amount equivalent to about three-

fifths of US GDP) as members of this club. The need for access to finance and investments has resulted in major 

corporations, and significantly State-Owned Enterprises (SOEs) in Malaysia to push for a carbon pricing mechanism. This 

is evident where PETRONAS, the state oil company, and the Tenaga Nasional Berhad (TNB), the sole electricity provider 

in Peninsular Malaysia, have committed to Net Zero by 2050.  

4.4 Other influences 

Through the use of inductive methods, other influences were also found towards implementing a carbon pricing system as 

highlighted by respondents. One major influence is to raise revenue, either through tax or a cap and trade system. The 

combination of the economic challenges faced due to COVID-19 and the abolishment of the Good and Services Tax (GST) 

during the change of government in 2018, there was a need to raise revenue or find economically efficient ways to meet 

policy goals. The GST abolishment reportedly resulted in a loss of approximately RM20 billion of government revenue. 

Furthermore, the Covid-19 pandemic has resulted in widening fiscal deficit (from about 6.5% in 2021) and Federal 

government debt (58.5%) (World Bank, 2021). The Budget 2022 announced an expansionary budget with a higher revenue 

collection of RM234 billion in 2022 compared to RM221 billion in 2021, requiring options for raising and diversifying 

revenue collection. One of the instruments established for conservation is the Ecological Fiscal Transfer (EFT), a 

mechanism for transferring public revenue between federal and state levels. However, the financing is currently limited and 

options, including through selling of credits are considered to enhance revenue or increase efficiency in meeting 

conservation goals.  

The process tracing above, generally highlighted that the developments internationally have influenced greatly the progress 

in carbon pricing domestically. This includes compliance with intergovernmental processes and the impacts to the economy, 

and specifically, to trade and investment. Domestically, the appeal in generating revenue has also been highlighted as a 

rationale in establishing a carbon tax scheme by stakeholders. More broadly, the rationale is largely influenced by the 

market, including the benefits of selling carbon as well as the risks and opportunities in attracting international investments, 

and generating government revenue.  

5.   DISCUSSION: HOW AND TO WHAT EXTENT DID SDGS INFLUENCE DOMESTIC POLICY 

INTEGRATION 

The results of the process tracing highlighted a few important findings. The findings are further discussed below. 

5.1 How did the SDGs influence Policy Integration? 

The case study highlighted that policy integration was triggered by two major pathways; international regimes, namely the 

UNFCCC, and; through market influence. Furthermore, the need for government revenue and economic efficiency also 

influenced the establishment of a carbon market.  

The case study highlighted how the SDGs was firstly utilised as an umbrella objective. Within the Budget 2022 strategy, 

the need to initiate ‘low carbon practices’ and focus on environment and biodiversity is premised on the need to meet the 

SDGs and Agenda 2030 on Sustainable Development (MOF, 2021).  In investigating the influence of the SDGs on the issue 

linkage, it demonstrated findings both on the design of the SDGs as a goal setting strategy, and the its potential use for 

coordination and harmonisation. In terms of design, Goal 13 on climate action is unique in that it is linked with the UNFCCC 

and subsequently the Paris Agreement. In this context, the linking of the Paris Agreement and the SDGs transpired to the 

domestic level where the two agendas are coupled in addressing both emissions reduction and biodiversity conservation. 

This is in line with the notion that in some settings linking goal setting and rule making can be complementary (Young, 

2017).  

The path that triggered the issue linkage across biodiversity and climate change was initiated by the UNFCC and its focus 

on forestry. This demonstrated the influence and link across international goal setting and international rules (Young, 2017). 

Specifically, the UNFCCC, firstly through REDD+, and currently, through Article 5 and Article 6 of the Paris Agreement 
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provides incentives for countries that are able to be sellers of carbon credits. With previous experience under the Kyoto 

Protocol and the CDM, and being a megadiverse country with significant tropical forests as carbon sinks, Malaysia has 

utilised the UNFCCC as an important for addressing forestry. While CBD continues to be the main forum for overall 

biodiversity conservation, sustainable use and ABS, UNFCCC is becoming one of the key forums for addressing forestry. 

Secondly, it was found that market influence has allowed other actors to be influential forces in arriving to the establishment 

of the carbon market. In particular, these forces are important actors in the political economy of the linked issue-area. State 

governments, who govern natural resources including forestry under the Constitution, and have long exploited natural 

resources for their revenue, have now supported a carbon market system. Large and powerful carbon intensive industries 

including oil and gas and electricity companies that are state owned enterprises have also become positive forces for linking 

the issue area. One of the major challenges that created a ‘carbon lock-in’ is due to the lack of support from powerful actors 

in the political economy (Susskind et al., 2020). The market influence therefore addresses the political economy challenge 

of this lock-in. 

IN terms of the SDGs, its linkages with UNFCC were in two ways; firstly, the UNFCCC and the Paris Agreement are linked 

to the SDGs themselves, with Goal 13 unique in the sense it acknowledges that UNFCC is the primary forum for achieving 

its objectives. Secondly, the Ministry of Finance, using SDGs as an overarching strategy, established carbon market as a 

possible tool for issue linkage. This can be seen as a use in terms of problem framing by linking the two sectors together as 

a strategic objective (Runhaar et al., 2020). 

5.2 What are the conditions under which it was influential? 

The hypothesis is that the influence of international regimes will likely be based on the interests of stakeholders proved to 

be true. In particular, the SDGs as a multiple goal and issue area framework with the objective of capturing the 

interconnection between issues (Kanie & Biermann, 2017), also allows for actors to select the forums to which align to their 

interests.  

Specifically, the UNFCCC, firstly through REDD+, and currently, through Article 5 and Article 6 of the Paris Agreement 

provides incentives for countries that are able to be sellers of carbon credits. With previous experience under the Kyoto 

Protocol and the CDM, and being a megadiverse country with significant tropical forests as carbon sinks, it is within 

Malaysia’s interest to participate in the carbon market. On the other hand, the lack of market based instruments and clear 

interests under the CBD resulted in UNFCC being the international regime of choice. This is in line with the concept of 

forum shopping, although mostly related to negotiations especially in relation to disputes, highlight the strategic use of 

alternative arenas by actors to pursue their interests (Busch, 2007; Helfer, 1999). For example, Hafner-Burton, in her study 

on human rights and trade demonstrated how the European Parliament imposed their preferences on human rights bilaterally 

rather than through the World Trade Organisation as they have no role in the WTO (Hafner-burton, 2004). The SDGs allow 

for a menu for which actors can choose to achieve multiple goals and in this case, the Ministry of Finance, who are not 

governing both issue areas directly and are further up the hierarchy, played a major role in pursuing the forum of choice. In 

this sense, the focus was on pursuing the UNFCCC process for addressing deforestation. 

The possibility of choices extends to the instruments of choice itself. the possibility of countries to trade bilaterally (under 

Article 6.2) in the carbon markets, as well as the role of voluntary markets and domestic markets means that provides a 

form of flexibility and further options and not only rely only on an integrated mechanism, which is currently being designed 

under Article 6.4. This is in line with Keohane and Victor’s (2010) suggestion that the regime complex with multitude of 

rules, could be more effective for international emissions trading (R. O. Keohane & Victor, 2010). In the context of this 

study, this highlighted that the availability of choices allowed for powerful actors such as the Ministry of Finance to utilise 

which forum and instrument would tactically align to the interests of the state. Also, as highlighted above, the multiplicity 

in avenues catalysed other actors that are relevant in the political economy to influence the outcome. 

One further condition found that influenced the decision the domestic situation where the need for revenue and for economic 

efficiency to address multiple policy objectives. Although these were not captured under the framework, through inductive 

approaches, interviewees highlighted that the current challenge in managing the revenue base is an important influence on 

the expediency of the carbon market. This includes its possibility to be linked to conservation financing mechanism. While 

not covered at length in this article, it highlighted the importance of policy windows that occur during critical junctures and 

events as a determinant of policy change (Kingdon, 1995). 
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5.3 What is the extent of influence? 

The SDGs was utilised as a strategic and umbrella target to achieve multiple goals. In this way its use was for coordination 

through budgeting as an instrument. More broadly, the Budget 2022 also utilised SDGs budget tagging, to demonstrate the 

allocations across various issue areas. Although this can lead to harmonisation and balancing the goals across the different 

issue areas, its extent of use was more for coordination. This is in line with studies on policy integration where there are 

few examples of harmonisation or prioritisation (Runhaar et al., 2020). The use of the federal budget and resource allocation, 

nonetheless, provided a concrete instrument for coordination  

The influence of the SDGs in this case study was indirect. The main pathway of influence is through the UNFCCC as the 

international climate regime. While the SDGs is utilised as an overarching and umbrella strategy, one limitation of this 

study is to test counterfactually whether the issue linkage would have occurred in the absence of the SDGs. Nonetheless, 

the explicit mention of the SDGs demonstrated that counterfactually, the explicit mention of SDGs as the overarching 

strategy under Budget 2022 for addressing the issue points to how the SDGs was utilised. Arguably, the broad development 

agenda has led to the enhanced role of the Ministry of Finance as opposed to being a single issue govern by one ministry. 

The influence and efficacy of international goal setting will likely continue to be contested (Kanie & Biermann, 2017) and 

the indirect nature of its use here demonstrates that the extent of influence is likely to be indirect. Whether this is a positive 

or negative outcome is debatable and beyond the scope of this paper.  

The extent of the its influence is more likely depending on how substantive the linkages are. Due to the uncertainty of issue 

linkages, a process of policy and social learning to achieve consensual knowledge on the linkages is required to ensure that 

substantive understanding is acquired in addressing issue linkages (P. M. Haas, 1992). In this sense, there are two types of 

linkages that can be distinguished; substantive linkages, which are achieved when it generates social learning across the 

policy communities and developes a consensus on causal ideas; and tactical linkages, which occurs through log-rolling (E. 

B. Haas, 2008; P. M. Haas & Stevens, 2017). The study demonstrated that the pathways were largely driven by interest and 

therefore, the linkages are more tactical. While a degree of policy learning occurred due to path dependency and the 

institutional linkages developed over time through the UNFCCC, the important role played by other actors that were driven 

by market forces demonstrate that the linkages were largely tactical. This will likely lead to incremental linkages being 

established as it is driven by interests as opposed to causal consensus.  

6.   CONCLUSION 

The influence of the SDGs and international goal setting in general on affecting domestic policy integration will be a litmus 

test on the 2030 Development Agenda. One of the major challenges of SDGs is its lack of compliance mechanisms for 

implementation. This is made more complex in the implementation of issues that interact with one another. To understand 

this further, this article undertook an empirical assessment of the influence of SDGs on linking the issues of two areas that 

have gained much attention in the past – climate change and biodiversity. The purpose was to understand if, how and to 

what extent is the SDGs influential in domestic policy integration. The results firstly demonstrated that the results other 

international regimes are likely to be influential in achieving the SDGs and its interlinked goals. In this case the UNFCCC 

triggered the linkages with CBDs aims of biodiversity conservation through its focus on carbon sinks and forestry. Secondly, 

through establishing an market based mechanism, the influence of the market to change the incentive and disincentive 

structures was a key determinant in the outcome. In investigating the conditions under which it is likely to be influential, 

the hypothesis that it would be dependent on interests of the actors proved to be true. Through the establishment of carbon 

trading, the key actors within the political economy largely benefitted, or at least perceive to benefit from its establishment. 

More importantly, it provided an attractive option to pursue for actors to pursue for forest conservation, in comparison with 

the limited interests perceived through the CBD. Finally, in understanding the extent to which the SDGs was influential, in 

this case study, its influence was indirect, as the main influence is through the UNFCCC. Nonetheless, powerful domestic 

actors utilise it as an overarching strategy to coordinate issue linkages specifically, and development more generally towards 

the goals as enshrined within the SDGs. It also found that the linkages are likely to be tactical, and therefore incremental as 

it was largely explained by interest-based motivations. These findings demonstrate that understanding the implementation 

of international goal setting in this complex governance setting is crucial for its effective design. 
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APPENDICES - A 

Table 1: Framework for studying the influence of SDGs for issue linkage 

 Mechanisms 

and Pathways  

Forces that trigger 

pathway 

Propositions Primary 

Actors 

Hypotheses for Malaysia 

D
ir

ec
t 

M
ec

h
an

is
m

s 

M1 

Functional 

Influence  

Combination of 

strong 

interlinkages, 

shared underlying 

beliefs and 

symmetrical power 

P1: The strength of (inter)linkages 

(either synergistic or trade-offs) 

will only be a determinant in 

interplay that are shallow or 

synergistically deep with a 

symmetrical power structure. 

National 

government 

agencies 

Interlinkages are 

determined by 

government priorities as 

reflected in power 

asymmetries (i.e. budget 

allocation) 

M2 

Institutional 

Influence 

Shared beliefs, 

intersubjective 

understandings and 

identities 

P2: Issue linkages are more likely 

to be substantive depending on the 

level of political participation and 

actors who operate at multiple 

levels of jurisdiction 

Political 

actors, non-

state actors 

Due to federalism, issues 

of different political 

jurisdictions will 

unlikely address 

interlinkages 

M3 Material 

Influence 

Material leverage P3: The influence of either 

international bureaucracies or 

networks that attempt to directly 

access domestic policy processes 

will be dependent on the amount 

of funding used as leverage and is 

likely to be more influential on 

existing or previously linked 

issues, institutions or policies 

International 

bureaucracies, 

Development 

Banks and 

Networks 

Relevance to previously 

linked issues (for 

example under the 5-

year economic plans) 

will be more likely to 

succeed 

In
d

ir
ec

t 
M

ec
h

an
is

m
s 

M4 Market 

Influence 

Exposure to global 

markets 

P4: Influence is more likely when 

the relative dependence on foreign 

market is high and powerful actors 

trigger market forces 

Networks of 

producers and 

consumers 

Tactical linkages are 

likely to succeed if the 

exposure to global 

markets is high 

M5 Ideational 

and 

Normative 

Influence 

Ideas and norms 

through 

deliberative 

processes in 

policymaking 

P5: Epistemic communities and 

norm entrepreneurs are likely to be 

more influential the more 

deliberative domestic policy 

processes are 

Epistemic 

communities 

and norm 

entrepreneurs 

A more deliberative 

process post regime 

change is likely to 

increase influence of 

non-state actors 

M6 Regine 

Complexity 

Influence 

Forum shopping P6: Interlinkages are more likely 

when actors participate in multiple 

forums internationally and 

domestically related to SDGs 

implementation 

Other rule-

making 

regimes and 

institutions 

Non-state actors are 

likely to participate 

across goals. Their 

influence is dependent 

on the interaction with 

other pathways  

M7 

Globalisation 

Motivations of 

financial 

institutions and 

cronyism and 

corruption in 

prevailing setting 

P7: The influence of cross-border 

financial institutions can enhance 

or hinder implementation of 

interlinkages depending on their 

motivations and are more likely 

when the financial depth is small   

Financial 

institutions 

Financial institutions are 

likely to act as ‘enablers’ 

to cronyism and 

corruption that hinder 

implementation of 

interlinkages 
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