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Abstract

In Malaysia, an issue of integrity is becoming more attentive. Based on Transparency
International's 2020 Corruption Perceptions Index, Malaysia was ranked as the fifty-seventh
least corrupt country out of one hundred and eighty countries. Therefore, Malaysia's public
and commercial sectors must take responsibility for changing the public's poor impression of
the country's integrity system. Since the leader is the most important person in organisational
success, this study focuses on discovering how strong the leader applies the integrity system
in government-related companies. Data was collected through surveys of executives and
managers of GRCs in Malaysia and using a five-point Likert scale. The data gathered was based
on respondents' perceptions of the leadership elements of integrity. Our findings indicated
that the GRCs had implemented an excellent corporate integrity policy. It confirmed that
ethical leadership is an important factor in maintaining the integrity system in the company.
Finally, it is anticipated that the research will provide evidence to policymakers to assist them
in implementing their strategic strategy to restore Malaysia's positive image in the
international community.
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Introduction

Why does integrity matter in ethical leadership? Integrity in leadership relates to being
truthful, dependable, and trustworthy. Leaders who act with integrity are one of the most
important factors in creating a pleasant and productive workplace. Leaders with integrity take
responsibility for their mistakes rather than denying them, blaming their team, or making
excuses for their actions. Honesty and integrity are critical characteristics of a leader in the
workplace. To guarantee people have faith in their interests and honesty, the leader
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should build strong working connections with employees and business members.
Leadership developed positive thinking, which increased employee commitment to their
work (Park & Hwang, 2015). Nangoli et al (2020) supported this argument when leadership
is reliable and honest, encouraging the employees to accept more responsibilities.
Leadership is all about having others follow your rules and doing things the right way (Yukl,
2010). In agreement with many other organisational theorists and practitioners, Parry &
Proctor-Thomson (2002) noted that many researchers and business professionals believe that
the firm will fail without integrity in leadership.

One of the important things to look at when judging a leader is how leaders show values
and convince others to follow. A good character in a leader can help impact the attitudes and
values of their employees (Avolio & Gardner, 2005). When a leader acts, it reflects on them as
well as on their organisation's reputation. Integrity makes leaders more trustworthy and, thus,
more likely to inspire their teams to do their best work. Leaders that encourage their staff to
express their opinions and ideas have a higher chance of influencing them, according to the
research of Chen et al (2010). Leaders who receive high ratings for integrity can create trust
among their employees. Employees who trust their bosses will thus work more, perform
better, and be more dedicated to the company (Chi and Chi, 2014). Bateman et al (2012) also
support that most employees demand a high level of integrity from their leaders. Kalshoven
et al (2011) concluded that integrity is considered one of the key traits of leaders in ethical
leadership.

In essence, integrity means doing what is in the best interests of others. In Webster's
definition, corporate integrity is the state or condition of management and shareholders
having full intentions. Acting for the company's best interest, the public, and the company
stakeholders is social responsibility. Mc Cann (2009) observed that unethical behaviour is on
the rise because leaders must meet rigorous standards of integrity. For Krylova et al (2017),
integrity is linked to constructed values like morality and honesty, ethics, and sincerity. The
same argument was also supported by Thoroughgood et al (2013). In contrast, Bogan &
Dedeoglu (2017) believe it is critical to instil individuals and organisations with a positive
attitude toward integrity.

The OECD (2013) defines government integrity as the alignment of government and public
institutions with larger values and norms of behaviour that preserve the public interest while
avoiding corruption. Corruption is a major global factor affecting citizens' trust in
government. Keele (2007) highlighted that public service quality might also affect the
people's trust in the government. Because of consumer satisfaction, individuals tend to
trust their government more if they are happy (Christensen & Legreid, 2005). Asia's
rampant political corruption compromises the integrity of government (Chang & Chu,
2006). Another study by Goodsell (2006) asserts that government corruption has had a
significant impact on society. According to Christensen & Legreid (2005), government
sector confidence affects other government sectors. Thus, government integrity can also be
determined by the effectiveness with which a country's laws and regulations are enforced (La
Porta et al., 1998; Rothstein & Teorell, 2008), implying that it is a public perception based on
the efficiency or inefficiency of formal institutions.

Numerous characteristics comprise or contribute to the whole of national culture. For
instance, government integrity, defined as the quality of national governance that adheres to
appropriate moral principles and standards, such as consistency, coherence, lawfulness, and
the lack of corruption (OECD, 2013), is inextricably linked to national culture. To maintain a
culture of integrity, increasing leaders' confidence in their workers was crucial, according to
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Grover et al (2014). As found in earlier studies by Thoroughgood et al (2013), supporting
evidence is also found in this study. According to prior research, integrity has been identified
as one of the most important characteristics of leaders in ethical leadership (Kalshoven et al.,
2011). Good leadership is required for a successful company, and leaders with integrity are
expected to apply a strong integrity system in the company. In addition, Philip (2013)
discovered that leadership associated with government-related companies must develop a
comprehensive integrity system for their leaders to have integrity. It follows that to keep
public and private sector entities accountable, they must enhance their internal control with
a prevention control system that can provide positive leadership, ethical administration,
openness, and accountability. Thus, integrity is a crucial aspect to consider, and it has long
been recognised as a necessary characteristic for governments to possess to attain sustainable
development goals (SDG) (OECD, 2013).

Therefore, based on the above review, this study intends to discover how strong the leader
applies the integrity system in government-related companies. A case study approach was
employed in this research to investigate how leadership integrity affects the application of
integrity in government-related companies. Thus, the findings are anticipated to aid in
implementing the country's strategy to rebuild its reputation and restore the nation's dignity.

Literature Review

Malaysia has been perceived as being corrupt, which limits opportunities. Based on
Transparency International's 2020 Corruption Perceptions Index, Malaysia was ranked fifty-
seventh least corrupt country out of one hundred and eighty countries. Therefore, Malaysia's
public and commercial sectors must take responsibility for changing the public's poor
impression of the country's integrity system. To stop unethical practices, the Malaysian
government should become involved and collaborate with other businesses. The addition of
confidence to international investors' minds is vital to maintain Malaysia's commercial
competitiveness. To reduce the likelihood of corruption, Malaysia established the Malaysia
Institute of Integrity (INTEGRITI). This government-run initiative aims to enhance the efficacy
and efficiency of the public sector while also helping implement the National Integrity Plan.
The nation will succeed if it stays true to its ideals and integrity. Integrity is essential,
particularly in government. If an individual or entity is not doing what they say they will, it
might be because of corruption, incompetence, or fraud. Integrity in the company is essential
for long-term viability (Brotherton, 2011; Ejiofor, 1987). Furthermore, integrity must be
exhibited across individuals and institutions that support the country's growth to a high-
income economy (Aziz, 1999). Corruption was a major issue in the social sciences, particularly
in the fields of organisational and ethical behaviour, according to Rodriguez (2005). Good
governance, strategic planning, audit and fraud control are all important in the public sector,
particularly in Malaysia. For an organisation, ethical behaviour is an example of operating in
accordance with established moral ideals, norms, and rules (Kolthoff et al., 2010; Bauman,
2013). Promoting excellent values has a notable influence on honesty and responsibility,
according to Mintrop (2012).

Leadership

Leadership definitions are different depending on who you ask, and they have changed over
time. Current leadership ideas have a tremendous gap when compared to classic leadership
theories. Due to the large amount of research that has been done, most studies show that
leadership styles have evolved considerably over history. The current forms of leadership are
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much superior to their predecessors. The success or failure of an organisation depends greatly
on the leader's performance. Ladkin (2020) stated that leadership requires motivating
employees to achieve collective goals by directing them ahead of Maslow’s hierarchy needs.
He believes that leadership and directing are the same and part of the manager's roles.
Kristiano et al (2018) said that leaders do not stand aside but rather encourage people and
stand in front to facilitate progress. Hersey and Blanchard (1969) defined leadership in the
organisation as the process to achieve the organisation's goals with the help of others. Philip
(2013) points out that everyone wants to discover the key variables contributing to
extraordinary leadership.

Leadership is the capacity of an individual to influence others to assist an organisation in
accomplishing its mission (Philip, 2013). This effect is derived from having a management
position or from observation or personal effort. Effective leadership improves an organisation
by preparing the next generation of competent leaders to take the firm to the next level. No
leader holds all the power, but every leader can wield power. A leader needs to be devoted,
diligent, and have a lot of personal effort and energy. Good leadership qualities can be
developed by learning, observing, and influencing your surroundings. Thus, everyone could be
a skilled leader. It is common for everyone to have the opportunity to improve their
exceptional leadership abilities by demonstrating and communicating their expertise.
Nollenberger (2006) believes that a combination of personal talents and abilities will lead to
strong leaders eventually being significant successes for their organisations. Strong leadership
skills include seeing the organisation's objective, getting people motivated, becoming a source
of inspiration for the organisation, and developing innovative ways to achieve the
organisation's goals. Being a good and respected leader, Philip (2013) provided a list of traits.
These traits are based on an individual's habits, customs, and dedication. Among the traits are
that the leader must engage with the workforce and gain first-hand knowledge of these issues
and problems. Doing so will accurately assess the company's facilities, allowing the leader to
understand the values necessary for employee reinforcement.

Furthermore, leaders must foster open and positive relationships with everyone in the
organisation by developing warm connections with those at all levels of the workforce and
reacting to problems in a professional manner. Additionally, a leader must be effective in
influencing or persuading people while also helping staff collaborate in pursuing outstanding
results. Lastly, a significant factor in determining whether or not someone is a successful
leader is their ability to make ethical judgments. A leader must be consistent and empathetic
toward their employees to earn their trust and increase their productivity. After that, a leader
must be willing and able to meet all other leaders' problems and challenges. It is in accordance
with Parry (2002). Hasin et al (2020) considered managing the organisation ethically as one of
the leadership competencies.

Furthermore, to become a great leader, a person must deal positively with high levels of
pressure. The leader sets an explicit objective for the organisation, ensuring that people have
faith and trust. Additionally, strong communication is an important element for effective
leadership, and as such, the leader must be skilled in communicating with all their staff. And
last, it is necessary to have influence and authority and to have a strong vision as qualities of
a successful leader. Increasing the motivation level of an employee in pursuit of the
organisation's goals would improve productivity.
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Leadership and Integrity

Adeoye (2009) defines leadership as assessing and project a long-term plan or policy and
guiding employees to achieve those goals. The integrity of companies and markets is critical
to a country's long-term well-being and prosperity. Corporate governance is defined as the
rules and procedures that regulate relationships between the shareholders and management
of businesses and the connection between stakeholders and creditors. "Gain, and financial
stability could promote confidence in the market, the integrity of the financial market, and
economic efficiency." Leipziger (2015) asserts that sound corporate governance can result in
growth and financial stability, thereby fostering market confidence, financial market integrity,
and economic efficiency. The organisation's business value may be produced, and the danger
of failure can be significantly reduced since the company can get and completely utilise all of
the external sources of finance. In line with a previous study conducted by Pham (2016), strong
corporate governance is a key determinant in firm performance.

Personal integrity is associated with leadership. The organisation should have a high personal
integrity leader to achieve its purpose and assure its success. Honesty and leadership go side-
by-side. Integrity implies acting according to moral and ethical principles in all situations.
Employees will contribute to their maximum capacity and inspire goodwill if they are treated
with honesty and respect. Leadership integrity can impact employee productivity in dual-
strategy and non-strategy firms (Wei et al., 2020). The findings highlight the significance of a
leader's behavioural integrity and work resources in facilitating the reception of team
members' supporting behaviours, which, in turn, invigorate employee in-role performance
(Choi et al., 2020). Similarly, Verissimo and Lacerda (2015) found that leadership integrity
increases employee engagement and acceptance of duties, increasing employee productivity
(Moorman et al., 2018).

Successful leadership was associated with integrity, which was required for superior
organisational performance (Storr, 2004). Additional findings of Yukl et al (2013) revealed not
only are honesty, integrity, ethical conduct, decision-making fairness, and an attitude that
promotes kindness and compassion important, but they were also all interrelated. However,
leaders are typically placed in tough situations, requiring them to deal with severe moral
problems. They see a pressing necessity to conform to numerous misdeeds and
unconscionable choices with which they would never think to worry themselves. An
organisation has lost credibility because its officials exploit their positions of authority for their
benefits, such as graft, bribery, deception, misappropriation, embezzlement, and even
extortion (Kohlberg, 1969). Leaders that have high integrity keep their focus and work to make
ethical judgments. A responsible leader will avoid engaging in or making unethical decisions.
Hasin et al (2020) stated that a leader could influence the employee to apply strong integrity
in the organisation. It will help leaders managing the organisation ethically. Leadership,
whether in the public or private sector, achieves organisational effectiveness by coordinating
the implementation of ethical codes of conduct and using tailored interventions and
disciplines to prevent corruption (Transparency International, 2019).

Government-related Companies

In Malaysia, businesses referred to as Government-related Companies (GRCs) hold a principal
trade objective. Ownership is directly controlled by the state, regardless of the percentage of
shares that the government has. In addition, Malaysian government authorities hold a
significant stake in these companies due to their direct influence over directors and senior
management personnel appointments. The government can decide on policy matters, such as
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planning and contracting, and operational aspects, such as acquisition and divestiture choices.
About managing the GRCs of Malaysia, Khazanah Nasional (which manages all the state-
owned investment funds) was entrusted and given the duty by the government (Malaysia
Productivity Corporation; Khazanah Nasional Berhad), whose market share adds 36% to the
market capitalisation.

An inquiry was started by the anti-corruption agency in 2018 into a government-related
company involved in oppressive and corrupt activity, which totalled RM108.57 million. The
complaint asserts that the Malaysian Anti-Corruption Commission (MACC) received an
allegation that a shipyard employee allegedly worked with contractors to submit fraudulent
repair claims. The investigation team has recorded testimonies from another nine witnesses,
includes four high-ranking officials of the GRC (Star, 2018). Due to failure to address major
scandals, our former Prime Minister, Tun Dr Mahathir Mohamad, created the country's first
unit dedicated to integrity and governance at GRCs and state-owned enterprises. The new
system began on October 1, 2018. Aiming to make Malaysia a corruption-free country, the
government has decided to increase corporate integrity and governance among all GRCs. The
Integrity and Governance Unit (IGU) implementation will see the creation of a new
department under the company's board of directors. MACC will monitor the execution and
reporting.

Methodology

Quantitative data analysis was used for this research as the most acceptable approach for
analysis. The single company under the Ministry of Finance has been designated as an
understudy for the government and referred to as a government-related company. It will be
important to this study whether the level of corporate integrity system adopted by the GRC
is high or not. Questionnaire survey collection is a means of collecting data in the data
collection process. Out of 120 questionnaires given to various management levels in the
company, 55 were returned. The Malaysian Institute of Integrity designed the corporate
guestionnaire and used it to collect the necessary data.

The questionnaire has two parts. Section A contains demographic data such as gender,
education level, and some services provided. Section B, on the other hand, seeks information
on the company's Integrity system. The questionnaire uses a 5-point Likert scale. It has 21
elements.
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Table 1
Corporate Integrity System — Leadership Component

No Elements

LIS1 Ethics and integrity are neglected or lack leadership, engagement, and
responsibility.

LIS 2 When leaders believe their ethical values will drive the company,

LIS 3 Our leaders are disrespectful to their staff.

LIS4 The leaders regard ethics and integrity as being mostly a responsibility of HR or
the legal department.

LIS5 Most managers and supervisors assume some degree of personal accountability
for ethical conduct.

LIS6 To address ethics and integrity, our leaders require scripts.

LIS7 An ethical dilemma often results in reactive measures being implemented.

LIS 8 Ethical behaviour is part of our managers' and supervisors' obligations.

LIS9 Ethical conduct is one of our managers' and supervisors' obligations, and they are
held accountable for their behaviour.

LIS10 At the management level, our leadership considers ethics and integrity to
influence the bottom line directly.

LIS11 The link between "tone from the top" and how positively an organisation is seen
for ethics is something our leaders recognise.

LIS12 Itis demonstrated that leaders and managers possess ethical consciousness. They
are well acquainted with the words of ethical analysis and always do their duties
in @ manner that is in harmony with the company's stated values.

LIS13  People commonly use the words ethics and integrity while speaking to a wide
range of people.

LIS14 Board members are held accountable for promoting ethical practices inside the
company.

LIS15 Ethics training and mentoring are provided to our managers by others.

LIS16  Ethical awareness, analysis, and action are frequently embedded in decisions
about who is chosen, who gets high-performance ratings, and who is given
bonuses.

LIS17 Management compensation, incentives, and promotions are connected to ethical
standards, including philanthropy and employee well-being.

LIS18 Ethical management is viewed as a vital leadership capability.

LIS19 Many people look up to our senior executives as role models.

LIS20 Leaders show their support for ethics and integrity efforts by openly supporting
them.

LIS21  Our executives have a strong moral basis and believe that ethical behaviour is

critical to the organisation's culture.

Table 1 provides information on the leadership component of the corporate integrity system,
and 21 elements were requested to be assessed by the respondents. Respondents were asked
to rank their responses on a 5-point scale. "0" means "not sure"; "1" means "strongly
disagree"; "2" means "disagree"; "3" means "agree"; and "4" means "strongly agree." "At least
agree" is specified using Scales of 3 and 4; "disagree" is specified using Scales of 1 and 2. If an
unaddressed question remained, it was marked as "0".
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Findings
Demographic information

Table 2
Demographic information
Frequency Percent

Gender
Male 37 67.27%
Female 18 32.73%
Level of education
Diploma 17 30.91%
Bachelor Degree 31 56.36%
Profesional 1 1.82%
Others 6 10.91%
Year of service in GRC
More than five years 9 16.36%
5 to 10 years 33 60.00%
Ten years and above 13 23.64%

Table 2 shows the company demographic information consisting of gender, level of education
and year of services in the GRC. Male respondents represent 62.27% meanwhile female
respondents represent 32.73%. Table 2 indicates that 17(30.91%) respondents are diploma
holders, 31(56.36%) are degree holders, 1 (1.82%) and 6 (10.91%) are professional
gualification and others, respectively. The frequency of the year services in GRC represents
16.36% (5 years and above), whereas 5 to 10 years and more than ten years are 60.00% and
23.64%, respectively.
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A Descriptive Analysis of Leadership Component

Table 3

Descriptive analysis on leadership component

Rank

Elements

Min

Max

Mean

Std
Deviation

LIS10

At the management level, our leadership
considers ethics and integrity to influence the
bottom line directly.

3.40

.705

LIS18

Ethical management is viewed as a vital
leadership capability.

3.40

.859

LIS12

It is demonstrated that leaders and managers
possess ethical consciousness. They are well
acquainted with the words of ethical analysis
and always do their duties in a manner that is
in harmony with the company's stated values.

3.38

.733

LISS

Ethical conduct is one of our managers' and
supervisors' obligations, and they are held
accountable for their behaviour.

3.33

734

LIS11

The link between "tone from the top" and how
positively an organisation is seen for ethics is
something our leaders recognise.

3.29

.626

LIS14

Board members are held accountable for
promoting ethical practices inside the
company.

3.29

.688

LIS15

Ethics training and mentoring are provided to
our managers by others.

3.25

.688

LIS17

Management compensation, incentives, and
promotions are connected to ethical
standards, including philanthropy and
employee well-being.

3.14

.833

LIS16

Ethical awareness, analysis, and action are
frequently embedded in decisions about who
is chosen, who gets high-performance ratings,
and who is given bonuses.

3.12

934

Respondents of the study were presented with 21 elements on the corporate integrity
system's leadership component. On the integrity system, at least nine of the 21 elements have
a mean of greater than three, demonstrating that they are at least on the same page with the
dimensional value assigned. The findings of the descriptive analysis, including the leadership
element rankings, are shown in Table 3. The highest score is 3.40 (At the management level,
our leadership considers ethics and integrity to influence the bottom line directly). This finding
confirmed that ethical leadership is an important factor in maintaining the integrity system in
the company. It confirmed that leaders applied high integrity system in GRC. The results of
this study agreed with (Kalshoven et al.,, 2011; Philip, 2013; Rosli et al., 2015; Bogan &

Dedeoglu, 2017).
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Discussion, Conclusions and Limitations

The objective of this study is to analyse corporate integrity practises in Malaysia. This study
focuses on how integrity in leaders affects the company's level of integrity. After considering
the results of questionnaires sent to managers and executives of a GRC in Malaysia, it has been
concluded that the case company has applied strong corporate integrity practices in place lead
by the ethical leader. The results of a case study of a GRC in Malaysia revealed that the
organisation had excellent corporate integrity policies in place with support from the ethical
leader. The results agreed with other studies Kalshoven et al (2011); Philip (2013); Rosli et al
(2015); Bogan & Dedeoglu (2017) and revealed that it is critically important to uphold ethical
standards in leadership.

Furthermore, based on the findings, successful corporate integrity is implemented when all
these variables are fully utilised. As a leader, they need to motivate their employees to handle
their job with integrity. Based on Maslow’s (1954) hierarchy of needs and theories of
motivation, the needs at the bottom of the pyramid, physiological needs (food, water, and
shelter) need to be satisfied before a higher level of needs (self-actualisation) can be satisfied.
To help employees satisfy esteem and self-actualisation needs, leaders should endeavour to
fulfil the most pressing needs at each level. Leaders can use the hierarchy of needs in strategic
and operational to create a positive work environment and increase employee motivation.
Therefore, a leader who can satisfy their employees need can expect to receive support from
their employees. Therefore, a high integrity system can be implemented in the company,
bringing a good image to the company.

In conclusion, an ethical leader in the public sector in Malaysia manages to motivate their
employees to have high integrity while performing their work. This result shows that
government-related companies can help rebuild the image and right the wrong impression
towards the government of Malaysia. The findings will be useful for policymakers to adopt
policies and processes to establish more transparent and efficient government-related
companies in Malaysia. It is useful for the public to know the positive result towards integrity
in the government-related companies obtained from this study. When leaders are ethical,
they will always perform their work with high integrity, and the employees will be motivated
to follow their leader. Thus, it will establish a strong integrity system in government-related
companies. Based on that, this study contributes to the existing literature on integrity and
leadership. This study helps to right the negative perception of Malaysia as a corrupt country,
and it is recommended that more research be done to help the government clear the bad
image of the country then the trust of the public can be developed. However, the finding only
supports government-related companies. Therefore, more studies can be done and extended
to other government agencies or sectors; this will contribute more to the literature in this
field.
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