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Synopsis
The report consists of recommendations in green recovery for ASEAN proposed by over 26
chambers of commerce, business councils, industry groups and partners from all ten
ASEAN member states, dialogue partner countries and regions including EU, UK, US,
Japan, India, Canada and Russia.
This report captures 88 critical feedback and recommendations from two virtual Consultation
Dialogues on business perspectives with regards to green initiatives following the COVID19 pandemic, policy gaps affecting a green recovery, challenges, and the required support
for a green recovery in ASEAN. Key questions presented during the consultative sessions
are as follows:
1.
2.
3.
4.
5.

Key green areas critical to sustainable recovery for businesses
Green initiatives or green opportunity areas most relevant to businesses
Key areas of concern in adopting green initiatives
Government support that can encourage or further drive green initiatives
Key consideration in investment decisions for businesses.

2

A PATHWAY TOWARDS
GREEN RECOVERY FOR ASEAN
RECOMMENDATIONS FROM ASEAN BUSINESS ADVISORY COUNCIL,
JOINT BUSINESS COUNCILS & SECTOR CHAMPIONS IN GREENING ASEAN

BACKGROUND
The fight against climate change has taken centre stage globally with the 26th session of the
Conference of Parties (COP26) held in Glasgow. The conference raised the call to involve
non-state actors to help deliver climate finance with the help of multilateral development banks
and the private sector to mobilise trillions of financial support needed by developing and least
developed countries. Even with the Glasgow Financial Alliance for Net Zero (GFANZ)
announcing US$130 trillion worth of private capital pledged for net-zero by 450 firms from 45
countries, access to the committed capital by businesses from developing countries is still
limited.1
Within this context, this report has been prepared in consultation with trade associations,
chambers of commerce and foreign business associations in the ASEAN region to better
understand and socialise the climate agenda with the private sector operating in ASEAN.
This report the “A Pathway Towards Green Recovery for ASEAN Report” is also the third
instalment of a series of Pathway Reports following the release of A Pathway Towards
Recovery and Hope for ASEAN (Pathway 225) in 2020 and Pathway for Malaysia 2021
that captures recommendations, perspectives and priorities from private sector’s perspective.
In producing this report CARI held two consultation dialogues to understand business
perspectives with regards to green initiatives following the COVID-19 pandemic and identify
policy gaps leading to a green recovery for ASEAN member states and the region. In
particular, ASEAN based chambers of commerce, trade associations and business councils
were consulted on challenges and required support relating to the following green areas:
1.
2.
3.
4.
5.

Key green areas critical to sustainable recovery for businesses
Green initiatives or green opportunity areas most relevant to businesses
Key areas of concern in adopting green initiatives
Government support that can encourage or further drive green initiatives
Key considerations in investment decisions for businesses.

1

Global Financial Alliance for Net Zero (GFANZ), “Amount of finance committed to achieving 1.5°C now at scale
needed to deliver the transition”, Nov 2020
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GREEN RECOVERY IN ASEAN
As countries around the world continue to repair their battered economies wrought by the
coronavirus disease (COVID-19) pandemic, policymakers' choice of economic recovery is
critical to a country’s future. ASEAN sought to mitigate the impact of the pandemic through
the five ACRF broad strategies around health, human security, economic integration,
digital transformation, and sustainability. In line with this, the ASEAN Economic Ministers
at the 53rd AEM Meeting2 recognises that:
●

Vaccination remains the top priority in COVID-19 recovery efforts, and continued fiscal
and monetary stimulus are necessary to reinforce the economy.

●

Emphasis on vigilance in monitoring the risks to the financial system, to ensure stability
and safeguard the recovery process.

●

Support for vulnerable groups remains important in light of the development gap that
has been amplified by the pandemic.

●

The recovery period is a time to build back better, to develop and put into practice
policies for inclusive and sustainable development, while taking advantage of the
opportunities presented by the digital revolution.

As Member States look to build the capacity for future sustainability, the following key areas
were relevant to green recovery in the region3:
●

Endorsement of the post COVID-19 Recovery Plan for ASEAN Tourism to provide
coordinated measures to be undertaken by AMS in a phased approach to safely
reopen the industry while working towards a more sustainable, resilient, and inclusive
ASEAN tourism.

●

The ASEAN Regional Guidelines on Competition Policy were updated with new
chapters on emerging crises, digital economy, sustainable consumption and climate
change.

●

The AEM Meeting also welcomed the progress of on-going online initiatives to enhance
consumer education through online interactive and distance learning tools and to build
the capacity of consumer protection agencies through the ASEAN Sustainable
Consumption Toolkit.

●

Creating strong and resilient partnerships with dialogue and trading partners,
especially when confronted with fast-evolving challenges that could potentially affect
the global trade environment, including the need to undertake structural reforms in
areas of digitalisation, green growth, and sustainable development.

2
ASEAN, THE 53rd ASEAN ECONOMIC MINISTERS' (AEM) MEETING 8 - 9 September 2021, Virtual Meeting
JOINT MEDIA STATEMENT 1. The Fifty-Third, September 2021.
3
Ibid.
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(a) Why green recovery
COVID-19 recovery presents an opportunity to promote green growth and the chance for
ASEAN to build back better and cleaner. A green recovery from the COVID-19 crisis is
critical for Southeast Asia for four reasons4:
1. A green recovery can strengthen Southeast Asia’s long-term competitiveness in a
global market that increasingly requires green practices and demands green
products. Establishing green practices would allow countries to comply with ever
more stringent regulations on the environmental footprint of imported products, such
as an upcoming European Union law that would ban imports of products from
companies that engage in deforestation (Halleux 2020).
2. The COVID-19 pandemic has illustrated the strong link between the environment
and public health.56
3. The region needs to regain its battle on climate change interrupted by the pandemic.
For this, a green recovery approach would address the severe and worsening impact
of climate change and declining biodiversity in Southeast Asia.
4. Green stimulus policies can generate many more jobs than spending in the fossilfuel sector. For example, a study finds that every $1 million spent on renewable
energy would create on average 7.5 full-time jobs and every $1 million spent on
energy efficiency would create 7.7 full-time jobs, which is significantly more than the
2.7 jobs that would be generated from the same amount of investment in fossil fuels.7

(b) ASEAN’s growth trajectory and carbon footprints
The Association of Southeast Asian Nations (ASEAN), with a combined GDP of US$3.11
trillion in 2020, is among the fastest growing regions in the world.8 With a projected annual
growth rate of over 5.5% per year, ASEAN is forecast to overtake the EU and Japan to become
the 4th largest economy in the world by 2050, behind China, India, and the United States.9
ASEAN also has the world's 3rd largest labour force, trailing only China and India.10

4

Implementing a Green Recovery in Southeast Asia (ADB Briefs No. 173)
COVID-19 Pandemic and Environmental Health: Effects and the Immediate Need for a Concise Risk Analysis Sotirios Maipas, Ioannis G Panayiotides, Sotirios Tsiodras, Nikolaos Kavantzas, 2021.
6
COVID-19 environmental transmission and preventive public health measures, 2020..
7
Garrett-Peltier (2017) quoted in Implementing a Green Recovery in Southeast Asia (ADB Briefs No. 173).
8
MIDA, RCEP — a new boost for Asean regional enterprises, November 2002.
9
US-ASEAN Business Council, What is ASEAN - Growth Projections, 22 July 2019.
10
US-ASEAN Business Council, What is ASEAN - Growth Projections, 22 July 2019.
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The COVID-19 pandemic has greatly affected the ASEAN economies in 2020. Despite that,
the Asian Development Bank (ADB) projected that the Southeast Asian 2021 economic growth
rate will stand at 4.0%, as some countries reimpose pandemic restrictions, followed by 5.2%
growth in 2022.11
Figure 1: ASEAN GDP Growth Forecasts (2021-2022)
Source: ADB, Asian Development Outlook (ADO) 2021 Supplement:
Renewed Outbreaks and Divergent Recoveries, July 2021.

Consumption is one of the biggest drivers of economic growth in the ASEAN region, and this
trend is expected to accelerate as a result of accelerated digital penetration across industries
and sectors due to COVID-19.12
The main sectors that drive the ASEAN economic growth are manufacturing, machinery and
chemical and allied industries; all energy-intensive sectors that result in heavy greenhouse
gas (GHG) emissions. To combat this, each ASEAN Member States (AMS) has its national
commitments to reduce their respective carbon footprints. Besides that, AMS in general, are
working towards realising a common regional goal of intensifying renewable energy in the
region’s primary energy mix to 23% by 2025.13

11

ADB, Economic Forecasts: July 2021.
McKinsey, Can ASEAN maintain its growth trajectory in a post-COVID-19 world?, 15 January 2021.
13
IRENA, Renewable Energy Outlook for ASEAN, 2016,
12
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(c) Green Recovery Elements
ASEAN member countries are also highly vulnerable to the adverse effects of climate change,
making transitioning to a sustainable and resilient economy a necessity.
Under the United Nations (UN) Paris Agreement, negotiated at the Paris Climate Conference
(COP 21), all ten AMS have pledged to reduce their emissions through 2030 and introduce
numerous policies to fulfil their pledges. Under the unconditional pledges, the ASEAN region
faces an emissions gap (for example the needed reduction to meet the Paris pledges) of
around 400 metric tons of carbon dioxide equivalent (MtCO2eq), which indicates that the
ASEAN region will have to reduce emissions by 11% by 2030 relative to its current trajectory.14
Under the conditional (for example, subject to more ambitious global efforts and technology
and financial transfers) pledges, the emissions gap is about 900 MtCO2eq, which indicates a
needed reduction of 24% by 2030.15
As a region, ASEAN’s collective efforts for green recovery have been articulated in the ASEAN
Comprehensive Recovery Framework (ACRF) adopted at the 37th ASEAN Summit.16 Under
the ACRF, green recovery (including green growth, green jobs, and green infrastructure, and
decarbonisation pathways) is one of the measures strongly suggested to country-level
administration to ensure a sustainable recovery in the region. In particular, the framework
highlights the need for member states to accelerate renewable energy transition and
decarbonisation pathways by:
1.

Establishing cross-sectoral coordination to frame and sustain an ASEAN energy
transition;

2.

Designing economic stimulus packages at the national levels which consider green
measures such as having clean electricity sources, expanding and modernising power
grids, improving the energy efficiency of appliances, and increasing the spread of
cleaner transport;

3.

Enhancing collaboration and partnerships to ensure ASEAN’s capacity to access
innovations and deploy emerging technologies and strengthen the energy supply chain
through diversification to enhance resilience from future disruptions.

Despite prioritising saving lives and livelihood, some ASEAN governments are beginning to
build green components into their COVID-19 stimulus packages to future-proof their
economies according to domestic challenges and priorities (see table 1 below).

14

MIT, Pathway to Paris: Association of Southeast Asian Nations (ASEAN), 2017.
Ibid.
16
ASEAN Secretariat, “ASEAN Comprehensive Recovery Framework and Its Implementation Plan,” November
12, 2020.
15
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Table 1: Green Components in ASEAN Countries’ Stimulus Packages and Related
Responses 2020-2021
(Source: ISEAS17)

Energy Efficiency
and Renewable
Energy Adoption

Clean
Transportation

Green
Construction

Agriculture
and Food
Security

Nature and
Biodiversity
Protection

Indonesia

!

Malaysia

!

Myanmar

!
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!
!

!

!
!

!

(d) Greenhouse Gas (GHG) and Energy
ASEAN countries face the challenge of reducing GHG emissions while at the same time
expanding energy supply to meet the needs of their rapidly developing economies. In
aggregate the ASEAN region has submitted and updated its pledges towards the Paris
Agreement but these pledges need to be operationalised and increased in ambition to achieve
net-zero by 2050.
The COVID-19 induced economic downturn is contracting energy demand and energy-related
carbon dioxide (CO2) emissions around the globe, but this crisis is seen as temporary and
both energy demand and CO2 emissions will bounce back once the economy starts to
recover.18
A March 2021 study by Phoumin, Kimura and Arima, using 2017 for the baseline information
as it is the most up-to-date baseline data in the AMS, found that ASEAN will see strong growth
in fossil fuel demand up to 2050.19 According to the study, the share of fossil fuels such as oil,
coal and gas in the primary energy mix will continue to grow from 28% in 2017 to 81.7% in
2050. Coal was the second largest energy source after oil in 2017 at 21.6%, and is projected
to experience controlled growth to make up 22.4% of the share in 2050. Natural gas is
projected to have the second largest share of the primary energy mix in 2050, at 24.7%,
overtaking coal.
Thus, this is a real concern as to whether ASEAN’s energy transition will be achieved within
the context of the Climate Change timeframe, especially since ASEAN member states (with
the exception of Singapore) are just waking up to the need for net-zero commitments.

17

ISEAS, ASEAN's COVID-19 Recovery Measures: Missing Opportunities for a Green Future, 2021.
Phoumin, H., Kimura, F. & Arima, J., ASEAN’s Energy Transition towards Cleaner Energy System: Energy
Modelling Scenarios and Policy Implications, March 2021.
19
Ibid.
18
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(e) Capital Market and Green Financing
In March 2020, the securities regulators in ASEAN endorsed the Roadmap for the Sustainable
Capital Markets in ASEAN (ACMF Roadmap) 20 . The plan is to roll out a series of 15
recommendations obtained from this Roadmap (see table 2 below).
Table 2: ACMF Roadmap’s four broad priority areas and common themes
Source: ACMF
Priority Area I:
Strengthening
foundations

1.
2.
3.
4.

Promoting Corporate Sustainability Disclosures
Promoting Institutional Investor Disclosures
Examining a Common Taxonomy
Exploring Transition Standards

Priority Area II:
Catalysing products
and enabling access
to underserved areas

5.
6.
7.
8.

Priority Area III:
Raising awareness
and capacity building

10. Enhancing Technical Competence
11. Promoting Knowledge Transfer
12. Increasing Public Awareness

Priority Area IV:
Increasing
connectivity

13. Developing a Public Database of Sustainable Products,
Projects and Investors
14. Leveraging Multilateral and Philanthropic Efforts
15. Coordinating Efforts with Public & Financial Sectors

Developing Sustainable and Responsible Fund Standards
Improving Market Access for Sustainable Products
Developing ESG Indices
Utilising Digital Technology to Facilitate Cross-border
Participation in Sustainable Products
9. Exploring Incentives

In view of the dynamic global developments in sustainable finance, the ACMF Roadmap has
been designed to remain flexible to enable appropriate adjustments and adaptations by ACMF
and its members. Participation is on an opt-in basis depending on member readiness for
adopting the recommended measure(s).

20

ASEAN Capital Markets Forum (ACMF), Roadmap for ASEAN Sustainable Capital Markets.
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f) Green Financing
There is an increased focus on green finance, and it is gaining interest and growing rapidly.
According to the report “ASEAN Green Finance State of the Market 2020” from the Climate
Bond Initiative (CBI)21, the ASEAN sustainable finance market maintains rapid growth despite
the negative impact of COVID-19, focusing the attention on the need for a sustainable
economic recovery.
The ASEAN green, social and sustainability (GSS) bonds and loans issuance has grown
strongly on the back of growing awareness of environmental threats in the financial sector,
whilst the rise of social and sustainability-labelled instruments has expanded the scope of
funding to a broader range of environmental and social benefits. Overall, the ASEAN issuance
of GSS bonds and loans reached a record high of US$12.8 billion in 2020, up slightly from the
US$11.5 billion issued in 2019. The cumulative issuance in ASEAN now stands at US$29.4
billion (figure 2).22
Figure 2: ASEAN cumulative green, social, sustainability bonds / loans
December 2020
Source: Climate Bonds Initiative

21
Nguyet, P.T.M., Gunawan, N., Tukiainen, K., Rimaud, C., Ngyuyen, Q., ASEAN Green Finance State of the
Market 2020.
22
Ibid.
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Since the outbreak of the COVID-19 pandemic, and in line with the global trend, the ASEAN
sustainable finance market has been dominated by social and sustainability bonds, driven by
an increasing need for financing health services and poverty alleviation projects, as well as to
meet the United Nations Sustainable Development Goals (SDGs).
According to a CBI report,23 ASEAN issued 21 green bonds and 19 green loans in 2020, an
increase to 40 in 2020 from 32 in 2019, while the number of issuers increased from 20 in 2019
to 30 in 2020. Issuance from ASEAN was notably driven by the private sector, largely
overshadowing the public sector. Energy and Buildings captured two-thirds of the green
investments in ASEAN.
The country level ASEAN sustainable finance overview is as follows (Figure 3):
●

Singapore remained the regional leader in 2020 with total issuance standing at around
US$5 billion, dominated by green loans in the real estate sector. Ongoing government
support has been important to helping Singapore become a regional hub for
sustainable finance.

●

Thailand saw remarkable growth between 2019 and 2020, supported by strong
government engagement and a supportive regulatory framework. Thailand’s private
sector has been active in conquering the Thai sustainable finance market.

●

Like Thailand, Indonesia’s growth was driven by strong government engagement and
a supportive regulatory framework. The major driver of market development in
Indonesia has been created by the sovereign and government-backed entities’
issuance.

●

In contrast, in 2020 there was a significant decrease in terms of both the issuance
volume and number of deals in the Philippines and Malaysia. Issuances from both
countries were notably driven by the private sector.

●

Vietnam joined the momentum in 2019 and saw the signing of two green loans in 2020
with a total size of USD257 million.

●

To date, Myanmar, Laos and Cambodia have yet to see GSS bond or loan issuance.

23
Nguyet, P.T.M., Gunawan, N., Tukiainen, K., Rimaud, C., Ngyuyen, Q., ASEAN Green Finance State of the
Market 2020.
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Figure 3: ASEAN cumulative green, social, sustainability issuance by country
Source: Climate Bonds Initiative

To develop a sustainable asset class in ASEAN to support sustainable growth, the ACMF
developed the ASEAN Green Bond Standards (GBS), the ASEAN Social Bond Standards
(SBS) and the Sustainability Bond Standards (SUS), based on the International Capital Market
Association (ICMA)’s Green Bond Principles (GBP), Social Bond Principles (SBP) and the
Sustainability Bond Guidelines (SBG). These standards intend to enhance transparency,
consistency and uniformity of ASEAN Green, Social, and Sustainability Bonds which will also
contribute to the development of a new asset class, reduce due diligence cost and help
investors make informed investment decisions.24
While the ASEAN Capital Market Green Bond Standards and Sustainability Bond Standards
sets an understanding of the disclosure standards and provides a clear guide to Green, Social
or Sustainable bonds criteria in ASEAN, the implementation of these standards is at the
discretion of each country’s domestic jurisdiction.25

24
25

ASEAN Capital Markets Forum (ACMF), Roadmap for ASEAN Sustainable Capital Markets.
ASEAN Capital Markets Forum (ACMF), Roadmap for ASEAN Sustainable Capital Markets.
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CHAPTER 1: KEY GREEN FOCUS AREAS CRITICAL TO ASEAN
BUSINESSES
The recovery from this pandemic presents the defining opportunity. Long-term economic
recovery needs to address environmental crises through consolidating climate and action
initiatives at the heart of the recovery efforts.
Focus is on areas where economic viability exists. Capital and operational expenditure have
to cost less, especially in areas relating to green technology to create economic viability. There
is a need to balance green strategies to ensure financial returns on investments. Companies
also look at how ESG will advance the company's profile, environment, social and governance
(ESG) profile, how it will attract potential investors, higher returns and increased recognition
by the community and state.
Below captures the views and recommendations presented by the private sector.
(a) Energy Transitioning
In 30 years the world population is expected to increase by one third from 7.6 billion to 9.8
billion. 26 Increased energy demand will also follow suit with one third of the population
increased by 2050. An increase in population and energy demand will mean that the carbon
dioxide (CO2) emissions will also increase. The following are recommendations captured in
the consultation meeting with the private sector energy transition.
1. Despite the global call to migrate away from fossil fuels, some ASEAN member states
are endowed with natural gas (LNG) that see natural gas as a partner for renewable
energy. LNG is natural gas and a fossil energy source that was formed deep beneath
the earth's surface and it is considered to be the cleanest of all the fossil fuels and
serves as an alternative while transitioning to a lower carbon economy.
As ASEAN moves towards a low-carbon climate-resilient world, natural gas has been
offered as an alternative to coal and it is projected to overtake coal as the world's
second largest energy source. According to Brunei LNG, the use of LNG leads to 50%
less GHG and 10% fewer air pollutants compared to coal, making it a natural partner
for renewables especially in compensating for dips in solar or wind power (which could
take up to 12 hours to ramp up in supply).
In the next 20 years alone. Asia is expected to absorb over 75% of the growth in LNG
demand and with rising pressure to tackle climate change. LNG is a key player, as
the demand for low carbon fuel intensifies.

26
UN DESA, World population projected to reach 9.8 billion in 2050, and 11.2 billion in 2100 | UN DESA | United
Nations Department of Economic and Social Affairs, 2017.
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It is noted that although LNG has been viewed as a bridge towards a lower-emissions
future, it can only be used in the very near-term and should be phased out as soon as
possible. According to the IEA, switching between unabated consumption of fossil
fuels, on its own, does not provide a long-term solution to climate change.27 Burning
natural gas for electricity produces about half as much CO2 as burning coal but risks
the leakage of methane, a greenhouse gas more potent than CO2, from production
wells, storage tanks, pipelines and urban distribution pipes.28
The Sixth Assessment Report released by the Intergovernmental Panel on Climate
Change (IPCC) clearly stated that immediate, rapid and large-scale reductions in
greenhouse gas emissions are required to limit the global temperature increase to
1.5°C in the next few decades.29 While natural gas can be used as a “bridge fuel”
transition away from coal, it should only be used temporarily and with a very clear
timeframe.
In September 2021, the Institute for Energy Economics and Financial Analysis
(IEEFA), an energy think tank, warned that including natural gas in a regional
taxonomy for sustainable financing could turn off investors who are concerned about
being accused of pouring money into “greenwashing” exercises.30
2. Diversify energy sources. Brunei plans to shift 10% of power generation from fuel gas
to renewable energy by 2025. Indonesia aims to increase its share of renewable
energy to 48%, from its current 30%, by 2030.
(b) Circular Economy
As one of the economic deliverables of the ASEAN Chair, Brunei has developed the
Framework for Circular Economy for the ASEAN Economic Community (AEC) in 2021 to better
guide ASEAN members towards complimenting each member state’s role to meet the
commitments under the Paris Agreement and UN 2030 Agenda for Sustainable Development
Goals. The private sector is open and supportive of adopting the circular economy.
3. Adjust product and production processes to enable a circular economy to ensure
efficient use of resources. The circular economy can potentially reduce primary
material consumption. With a robust programme in place, the use of primary materials
can be reduced by as much as 32% by 2030.31 The circular economy approach can
contribute to a decrease in the use of primary material consumption in key areas, such
as water use, fuels and non-renewable electricity.32

27

IEA, “The Role of Gas in Today's Energy Transitions,” July 2019.
MIT News, “The uncertain role of natural gas in the transition to clean energy,” December 16, 2019.
29
IPCC, “Climate change widespread, rapid, and intensifying,” August 9, 2021.
30
Eco-Business, “Asia’s green finance rules face credibility test over natural gas: report,” September 21, 2021.
31
Ellen McArthur Foundation, “The Circular Economy in Detail,” 2015.
32
EU-ASEAN Business Council, “Advancing ASEAN’s Circular Economy Agenda Advocacy Paper,” July 2020.
28
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A Singapore-based company that designs and manufactures packaging systems, has
adopted a circular input model where packaging materials are designed for
recyclability. Greenpac uses oriented strand boards (OSB) and water-based glue to
remove the use of nails. The new design is 100% reusable and recyclable, and saves
60% of the material which reduces weight, saves transport costs, and reduces CO2
emissions.33
4. Encourage reduce, reuse and recycle or zero waste policy in business and community.
5. Encourage new technology adoption in recycling and upcycling.
6. Implement requirements for use of sustainable packaging. Encourage E-Commerce
businesses to work with national environment agencies to come up with sustainable
solutions to packaging issues.
(c) Environment Protection
7. Restoration of peat land within the community has resulted in increased carbon storage
and water retention whilst reducing forest fires and supporting biodiversity and wildlife.
Companies can start by restoring degraded lands. One in every five hectares of land
is unusable and restoring just 350 million hectares of the degraded land could, by 2030,
remove greenhouse gases roughly equal to half the world’s annual emissions from the
atmosphere.34
During the UN Decade for Deserts and the Fight against Desertification, which ended
in 2020, the number of countries and companies making commitments to keep the
land healthy increased. As of June 2021, over 100 countries are now pursuing Land
Degradation Neutrality goals through the UN Convention to Combat Desertification.
This is equivalent to 450 million hectares of commitments and counting – around half
of the one billion in global restoration commitments to date.35
8. Make protecting the environment one of the key pillars of business, especially for
businesses that are involved in activities that greatly impact the environment. These
companies can be encouraged and incentivised to help steward the environment by
creating goods and services that directly contribute to sustainability.
Nature-based solutions have been shown to reduce carbon emissions and capture
CO2 from the atmosphere through the protection, restoration and management of
natural ecosystems.

33

EU-ASEAN Business Council, “Advancing ASEAN’s Circular Economy Agenda Advocacy Paper,” July 2020.
Al Jazeera, “Restoring degrading lands can help us mitigate climate change,” June 2, 2021.
35
Al Jazeera, “Restoring degrading lands can help us mitigate climate change,” June 2, 2021.
34
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Among the nature-based solutions that companies can utilise as part of their
decarbonisation or sustainability strategy ranges from the protection of old-growth
tropical forests, to sustainable forest management and regrowing native cover on
degraded lands. 36 For example, responsible farming practices can be used for
companies involved in agriculture, and sustainable forest management37 for business
practices that encroach upon forests.
9. Chanel investments in Enterprises working on Environmental Conservation. According
to the United Nations Environment Programme’s State of Finance for Nature report,38
the current investments in nature-based solutions globally amount to US$133 billion,
but this figure needs to triple by 2030 to meet the world’s climate change, biodiversity,
and land degradation targets. Around 86% of current investments are from public funds
and this provides a significant opportunity for private sector investment.39
10. Protect both terrestrial and marine biodiversity by adopting a nature-based solution
approach. For example, mangrove restoration efforts can be carried out by companies
in the fishing industry 40 while biodiversity protection can be implemented by
businesses reliant on commodities originating from forests.
11. Encourage green tourism. Green tourism could potentially stem transport-related CO2
emissions and cultural and environmental degradation brought about by overtourism.
A World Tourism Organization (UNWTO)/International Transport Forum (ITF) report41
released in December 2019 at UNFCCC COP25, stated that transport-related CO2
emissions from tourism are forecasted to increase by 25% by 2030 from 2016 levels,
against the current ambition scenario. The need to increase climate action in tourism
remains urgent as emissions could rapidly rebound once operations restart postCOVID-19.42
The recommendations of the One Planet Vision for a Responsible Recovery of the
Tourism Sector from COVID-19 can act as a guide for tourism operators in ASEAN:
●
●
●

Strengthen the measurement and disclosure of CO2 emissions in tourism
Accelerate the decarbonisation of tourism operations
Engage the tourism sector in carbon removal

36
Eco-Business, “Where are the best opportunities for nature-based solutions in Southeast Asia?” June 10,
2021.
37
Eco-Business, “Where are the best opportunities for nature-based solutions in Southeast Asia?” June 10,
2021.
38
UNEP, State of Finance Report,” May 2021.
39
Eco-Business, “Where are the best opportunities for nature-based solutions in Southeast Asia?” June 10, 2021
40
The Washington Post, “Humanity’s greatest ally against climate change is Earth itself,” April 22, 2021.
41
UNWTO and ITF, “Transport-related CO2 emissions from the tourism sector,” December 2019.
42
UNWTO, “Transforming Tourism for Climate Action.”
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In addition, the Glasgow Declaration on Climate Action in Tourism43 was launched on
4th of November 202144 at the COP26 UN Climate Change Conference in November
2021. Signatories of this declaration are committed to actions that are aligned with 5
pathways: measure, decarbonise, regenerate, collaborate, finance.45
Some examples of opportunity to mitigate cultural and environmental degradation lie
in the transformation of promising farms into tourist destinations and community-based
tourism where visitors are taken to rural areas with a distinct, well-preserved culture,
and given a hands-on experience of the local way of life.
12. Manage greenhouse gas emissions to prevent loss from natural disasters, land
corrosion and air pollution to name a few. Apart from transitioning to renewable energy
for operations and supply chains, companies should look into ways to increase energy
and water efficiency and incorporate ESG practices across all levels of their business.
13. Develop green spaces by transforming “wasted” spaces like rooftops and abandoned
infrastructures into organic farms and public green spaces, and urban gardens. As the
ASEAN urban population is projected to increase by 98.9% from 2010 to 205046, green
space corridors can lower a city's carbon footprint and increase a city’s sustainability.
(d) Sustainable Finance

14. The ASEAN Taxonomy Board (ATB) has released the first version of the ASEAN

Taxonomy for Sustainable Finance that guides sustainable finance and economic
activities in the region on 10th Nov 2021. The ASEAN taxonomy is a multi-tiered
framework with two main components, namely a principles-based Foundation
Framework and a Plus Standard.47
This is in line with one of the recommendations to create an independent conduit to
channel regional sustainable finance efforts and to bring stakeholders together to
address the ii) taxonomy and ii) Transition Bond Guidelines.48
Taxonomy clarity helps market growth. It is critical that there is a mapping of the green
infrastructure investment opportunities in the region to inform governments on what is
eligible for investment in terms of what investors are demanding in the market for a
post-COVID green recovery.
Transition bonds could also help companies create strong brown to green metrics. This
would focus attention on the overall behaviour of an issuer rather than solely focusing
on the use of proceeds or existing issuer profile as in the case of green bonds.

43

One Planet, “The Glasgow Declaration: a Commitment to a Decade of Tourism Climate Action.”
UNEP, Launch of the Glasgow declaration: a commitment to a decade of climate action in tourism., November
2021.
45
UNWTO, “Transforming Tourism for Climate Action.”
46
ASEAN Data Science Explorers, Healthy Rivers as The Heart of ASEAN Sustainable Cities, 2020.
47
ASEAN Secretariat, ASEAN Taxonomy For Sustainable Finance, Nov 2020
48
International Capital Market Association (ICMA), ASEAN Sustainable Capital Markets: Regulators'
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15. Collaborate efforts between MOF, regulators and central banks to address: i)
fragmentation and duplication of efforts in the sustainable/green space; iii) ASEAN also
did not have a unifying voice on sustainable finance on the global stage.49
16. Encourage the establishment of green financing (for example lending, private
equity funds, bonds, shares, crowd-sourcing and insurance) by financial
institutions targeted at private sector businesses in key areas like renewable energy,
resource efficiency, disaster and risk mitigation, waste reduction and sustainable
transport.
Public financial institutions and the government can mobilise private capital for
renewable energy by providing risk mitigation instruments (e.g., guarantees, currencyhedging instruments, and liquidity reserve facilities) which could also reduce public
capital requirements.50
Risk mitigation instruments appear to be even more crucial in the context of the current
crisis, as investors have become more risk averse. These instruments are key to
attracting investments in developing and emerging markets, which were hit the hardest
by the crisis.51
17. Encourage issuance of corporate sustainability bonds by businesses. The
issuance of green bonds can be promoted through coordinated action among
policymakers, capital markets, issuers, and investors. Initiatives that can be
implemented include the adoption of green bond standards that are aligned with global
climate targets; support for the green bond market development through technical
assistance and economic incentives; and the creation of bankable project pipelines via
de-risking of renewable energy assets.52
18. Set up ESG and SDG financing hubs to channel ESG and SDG related investments
to initiatives.
19. Educating shareholders to think of long-term sustainability, moving the focus away
from short term profit motive in investing.
20. Driving Convergence of Green Finance Standards. A dialogue between the EU
Platform on Sustainable Finance and Asian regulators is necessary to discuss the
different perspectives and identify how national standards can be aligned. It is also
recommended that regulators mutually recognise each national standard when
appropriate as it could be the key to driving Green Finance forward.
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21. Build the Green Finance Talent Pool. It is equally important to have individuals with a
strong skill set in both sustainability and finance. Internships and dedicated courses
are the best way to build the necessary skills and experience.
22. Seek available funds for sustainability, decarbonisation and/or climate change related
projects. Developed countries have pledged to assist developing countries in
mitigating climate change.
Japan’s Asia Energy Transition Initiative (AETI) was welcomed by the 15th East Asia
Summit Energy Ministers Meeting in September 2021. The initiative includes a wide
range of support for energy transitions in Asia, such as the US$10 billion financial
facility to support technology development and deployment, and human resource
development through various training workshops, studies and reports, and knowledge
sharing activities.53
The AETI is a new cooperation in which ASEAN companies can collaborate with Japan
to create a virtuous cycle of economic growth and response to climate change in the
ASEAN region.54
(e) Technology
23. Accelerate replication of climate-resilient technologies and services in core
development sectors.
24. Strive for a cleaner environment and sustainability using technology, especially in
areas of industrialisation.
25. Take this opportunity to encourage green investments by highlighting the importance
of shifting to less energy-intensive industries into clean fuel and green technology.
26. Provide strategic support to help research development and companies pilot
sustainability projects and secure green technology.
27. Create SMART nation programmes to further drive sustainability. The adoption of the
Internet of Things (IoT) and transformational technology in city planning, home
products can lead to better resource management.
28. Use technology to ease the regulatory burden for governments and private sectors.

53
ASEAN, “Joint Ministerial Statement of the 15th East Asia Summit Energy Ministers Meeting,” September 16,
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29. Collaborate with partners with the relevant experience to close the technological gap
needed to transition to low-emissions technology. For example, the Japan Business
Federation’s (Keidanren) "Challenge Zero" initiative announced in December 2019
aims to publicise and support concrete actions to create innovation taken by
companies and organisations towards a decarbonised society.55
Three types of specific actions are outlined under the initiative:
●

To develop innovative technologies including net zero-emission technologies
such as renewable energy, hydrogen, carbon capture utilisation and storage
(CCUS), electric vehicles, or energy efficiency improvement technologies, and
so on;

●

Active social implementation of a wide range of technologies aiming for cost
reduction and so on;

●

Active financing for companies to tackle these challenges.

Companies in ASEAN can work together with Japanese firms involved in Challenge
Zero or can set up a similar initiative among local businesses. Under Challenge Zero,
Japan’s ENEOS Group is collaborating with Indonesian state-owned oil company
Pertamina on joint studies related to the usage of CO2-enhanced oil recovery
technology, which presses captured CO2 into ageing oil fields to increase crude oil
production.56
(f) Greening SMEs
30. Ensure SMEs are green compliant by providing capacity building, thus ensuring their
business resiliency in the future. Green compliance will eventually impact SMEs as
supply chains for larger businesses and financial institutions continue to transition to
be more climate aligned and as regulations in Europe and America become greener.
31. Incentivise SMEs who go green with green loans, vendor credits and preferential terms
in trade. It's critically important to look into the given opportunity of this, as the
economic reset.
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CHAPTER 2: KEY AREAS OF SUPPORT NEEDED TO DRIVE GREEN
RECOVERY IN ASEAN BUSINESSES
Moving into the medium and long term, governments are prioritising national vaccination
programmes to ease economic reopening. Some ASEAN governments are beginning to build
green components into their COVID-19 stimulus packages to future-proof their economies
according to domestic challenges and priorities. While ASEAN governments have been
increasingly integrating a small proportion of green components in their respective COVID-19
stimulus packages, they have not avoided measures that are environmentally harmful.57
Businesses looking forward to climate-aligned sustainability have urged governments to
become agents of green recovery, by ensuring that regulatory practices, infrastructure finance,
innovation and digital solutions, and workforce readiness are green friendly. Governments and
Ministries are also urged to be role models in driving green sustainability.
(a) Stimulus packages, fiscal measures and taxation
32. Promote green stimulus spending in stimulus packages. Few countries in ASEAN have
tied green components to their COVID-19 stimulus packages.58 59 Green spendings is
required to ensure that environmentally harmful measures are not embedded in the
stimulus packages.
33. Promote financial assistance and regulatory policies that will help green businesses
become profitable.
34. Provide a public reward system for cash payout to be used at sustainable outlets and
businesses.
35. Provide upscaling for the renewable energy sector. Measures such as improving LED
street lighting, rooftop solar panels and increasing subsidies to scale up the roll out of
solar energy generation projects.
36. Include allocation for sustainable and climate-resilient infrastructure
37. Include green measures in government bailout for lending to encourage companies
to mitigate the business impact on the environment and drive the transition to
greening business activities.
38. Provide incentives including corporate income tax, preferential price for renting land
and water surface, preferential access to government resources like infrastructures
and business pro-premises.
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39. Allocate and increase green spending in stimulus packages by promoting a green
national budget and taxation.
40. Study the feasibility of carbon and environmental taxes.
41. Reform of fossil fuel subsidies schemes. The drop in oil prices and decreased
consumption as countries tighten their lockdown measures provides an opportunity for
governments to cut fossil fuel subsidies and reallocate spending to more sustainable
projects.
42. Work towards a common minimum corporate tax, Effective Income Tax (EIT)
standards for the region to increase the fixed fiscal space needed for the climate
agenda.
43. Phase in the implementation and study of the possibility of an ASEAN Carbon Market
to create opportunities for regions' carbon trading.
44. Focus carbon tax on only carbon-intensive sectors. Carbon tax is a disincentive for
other businesses as it raises the cost of goods and lower business profits.
(b) Future of work, equality and social justice
45. Set out a clear plan for green workforce building. The availability of a skilled workforce
will be a major determinant of the success of green recovery policies and the net-zero
transition. Most AMS have yet to set out a clear view of the quantity and type of skills
that will be needed across the country, and how it will support the development of those
skills.
46. Promote investment into green infrastructures to drive the growth of green jobs.
47. Promote worker re-skilling schemes to be equipped for jobs in sustainability related
sectors and create more green jobs.
48. Breach the skills gap in green jobs through education and training. Build environmental
education programs in local schools, colleges and universities through “green
curriculums”. Create “Eco Stewardship programmes” to engage schools and students.
49. Promote environmental sustainability through youth learning initiatives, in the areas of
education advocacy and conservation.
50. Create an active Green community within companies to complement the company, as
well as the nation's decarbonization Journey.
51. Ensure a strong and uninterrupted supply chain to protect and grow green jobs.
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(c) Public-private partnerships
52. Cooperate with the private sector in policy making and execution. Green policies
consideration needs to be coupled with investor feedback, investor financial
preferences and also the customers' awareness in the marketplace.
53. Make the private sector an important partner when it comes to delivering effective
development. Cooperation on environmental issues is critical as business operations
correlate with environmental pollution and creation.
54. Ensure strong partnership between the public and private sector to enhance climate
resilience and enhance business opportunities. This may lead to the production of
products and services more efficiently, resulting in lower costs and increased profits.
55. Ensure multi-sectoral approach in addressing climate change, mitigation, adaptation
and supporting initiatives.
56. Run green brand campaigns to cultivate a “green mentality”. Public and private
partnerships in public campaigning (social media/ newspaper) engage businesses and
the public in seeing the benefits of ESG/ SDG.
(d) Clear Frameworks
57. Adopt and adjust the Asian Development Bank’s (ADB) Framework for Assessing LowCarbon and Resilient Recovery Interventions60 towards low carbon development. This
is a measurement based, well mapped framework based on results and benefits tied
to green COVID-19 recovery.
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ADB Framework for Assessing Low-Carbon and Resilient Recovery
Interventions

58. Align economic activities with The United Nations Framework Convention on Climate
Change (UNFCCC) guidelines/ framework convention on climate change and Paris
Agreement.
59. Integrate economic activities with the ASEAN Economic Community (AEC) Social
pillar, Section B8, para 40-41 and sector C4 relating to Energy.
60. Complete the ASEAN framework for the Declaration on Energy, Transitions and
security Regional cooperation on minerals.
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61. Look to adopt and adapt Singapore’s green and sustainable frameworks for
customised use at ASEAN and AMS.
62. Provide sufficient regulatory framework to ensure alignment in terms for customers,
businesses and community, whether it is on product taxonomy, credit subsidies or any
other areas of concern.
63. Establish ASEAN Regional Carbon Pricing Scheme.
64. Provide clear benchmarks on what makes “sustainable companies” in the form of
corporate sustainability index (CSI) incorporating government agencies, civil societies,
businesses, communities and other organisations.
65. Introduce “green mark” certifications businesses, education, infrastructures,
technologies, materials, products and so on to encourage alignment in standards.
66. Improve ESG Ratings practice through
(1) Endorsement of ESG rating providers
(2) Developing an Ecolabel for financial products and/or
(3) Regulation of ESG rating providers

CHAPTER 3: KEY AREAS OF SUPPORT NEEDED TO DRIVE
FOREIGN INVESTMENTS IN TO ASEAN AND IT’S MEMBER STATES
The ASEAN Investment Report 2020-2021: Investing in Industry 4.0 61 by the ASEAN
Secretariat and the United Nations Conference on Trade and Development (UNCTAD),
reported that Foreign Direct Investment (FDI) inflows into ASEAN reached its highest ever
level in 2019 at US$ 182 billion, making ASEAN the largest recipient of FDI in the developing
world. Due to the unprecedented impact of the COVID-19 pandemic, FDI declined to US$ 137
billion in 2020. Compared to the decline of the global FDI level, however, ASEAN still
performed slightly better as its share of global FDI rose from 11.9% in 2019 to 13.7% in 2020.
FDI in the digital economy sectors and infrastructure-related industries helped to cushion the
fall of FDI in other sectors in the wake of the pandemic. Investment within the region remained
resilient, increasing by 5% to $23 billion in 2020, pushing up the intra-ASEAN share of FDI in
the region from 12 to 17%.
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A DBS and UN Environment joint report62 finds that the demand for additional ASEAN green
investment from 2016 to 2030 is an estimated US$3 trillion. These are primarily spread across
four sectors: infrastructure (US$1,800 billion), renewable energy (US$400 billion), energy
efficiency (US$400 billion) and food, agriculture and land use (US$400 billion).
Despite the market potential and demand, CARI’s Greening ASEAN report: Review and
Recommendations for Overseas Investment 63 found that there is insufficient support and
incentives provided by the government to attract and drive the growth of green investment in
most AMS in the region. Feedback from investors from the Dialogue indicated a similar
conclusion with recommendations captured below.
(a) Net zero initiatives, carbon market and incentives
67. Encourage the adoption of zero-carbon transition by setting emissions reduction
targets using the Science Based Targets initiative (SBTi).64
68. Implementation of the ASEAN carbon market to encourage the adoption of carbon
credits and trading.
69. Adopt blended financing approaches to attract foreign investments into ASEAN such
as the de-risking mechanism.
70. Provide tax incentives for investment into green projects, ventures and businesses.
71. Expedite business licenses especially for green projects and businesses.
72. Attract green technologies and green infrastructure development in areas like
agriculture and farming.
73. Prioritise green infrastructure in public works and infrastructure projects by the
governments.
74. Incentivise foreign investments in green aviation technologies.
75. Provide financial and fiscal support to SMEs that are heavily interlinked with
sustainably.
76. Promote ESG Standards as an investment driver. Foreign investors require
sustainability reporting as a condition for investment approval.
77. Make businesses more efficient in general, more energy-efficient and integrate
sustainability with business strategies.
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78. Expand government support towards sustainable foreign direct investment. Provide
investment incentives to scale businesses and projects that are promoting green
growth, which in turn will promote Regional collaboration for environmentally friendly
activities across the region.
(b) Policies
79. Ensure saving lives and livelihood policies are tied to green policies/ agenda/
initiatives. Sentiments that need sensitive consideration in transition to a low-carbon
economy when it comes to economic recovery measures.
80. Ensure changes in all sectors of economic activity are geared towards greening.
Changes need to happen across all sectors of economic activity and the industry has
a role in progressing decades of technology know-how and executing complex projects
and applying it to develop more and cleaner energy to meet the world's demand.
81. Provide clear guidelines on green goals, in areas relating to GHG reduction and fossil
fuel reforms, and how they are to be achieved.
82. Provide clear guidelines and policy frameworks for sustainable investment. Establish
legislation and institutions that will uphold the rule of law and green economy planning
to produce an appropriate policy framework to encourage private sector green
investments.
83. Ensure budget transparency to extend from the public to private sector to capture
GHG. Transparent financial disclosure incorporating a system of climate accountability
where companies identify activities that contribute to a sustainable economy.
84. Reforms to reduce the government's widening budget deficit and generate revenue for
the greater and cleaner economy.
85. Change in subsidies to motivate businesses to allocate resources more efficiently and
prevent wastages. It will encourage the exploration and use of alternative energy
sources.
86. Establish an ASEAN alliance for green trade deals.
87. Conduct surveys and provide reports to track and identify sustainable outcomes for
economic development and make recommendations to government and Ministries to
further promote environmental protection.
88. Ensure inter-regional policies do not contribute to increasing non-tariff-barriers (NTBs).
This will be counterproductive to regional trade.
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CONCLUSION
ASEAN private sector is at varying degrees of readiness towards climate change mitigation
and adaptation that impact the business sector. With global value and supply chains becoming
increasingly climate aligned, it is of great urgency to prepare the private sector, especially the
MSMEs to be green-ready as supply chain pressure as well as financial institutions will
demand climate compliance to trade.
To support the transition for a green recovery AMS need to commit to securing a ‘green
recovery’ from COVID-19 by:
●

Strengthening coordination of the green recovery within government and ensuring
policies are aligned across all government arms.

●

Examining where the net zero transition and economic recovery can be most
effectively aligned.

●

Focusing on building a green workforce to ensure adequate manpower resources for
net-zero transition.

●

Using regulatory measures (for example law, regulation, rule, procedure, decision,
policy or administrative action) to encourage private sector investments. Long-term
regulatory measures and stability are likely to be more important to the green transition
than government investment. It is crucial that governments ensure that green recovery
measures are in line with their broader plan to encourage and de-risk private sector
investment.
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LIST OF ORGANISATIONS REPRESENTED AT THE DIALOGUES
1.

ASEAN Business Advisory Council Brunei

2.

ASEAN Business Advisory Council Indonesia

3.

ASEAN Business Advisory Council Lao PDR

4.

ASEAN Business Advisory Council Malaysia

5.

ASEAN Business Advisory Council Myanmar

6.

ASEAN Business Advisory Council Philippines

7.

ASEAN Business Advisory Council Secretariat

8.

ASEAN Business Advisory Council Singapore

9.

ASEAN Business Advisory Council Thailand

10.

ASEAN Business Advisory Council Vietnam

11.

ASEAN-India Business Council (AIBC)

12.

ASEAN-Japan Business Council (AJBC) / Federation of Japanese Chamber of
Commerce and Industry in ASEAN (FJCCIA)

13.

ASEAN Tourism Association (ASEANTA)

14.

ASEAN Women Entrepreneurs Network (AWEN)

15.

Bangkok Bank Public Company Limited

16.

Board of Trade of Thailand

17.

Canada-ASEAN Business Council (Canada-ABC)

18.

Confederation of Asia-Pacific Chambers of Commerce and Industry (CACCI)

19.

EU - ASEAN Business Council (EU-ABC)

20.

Federation of Thai Industries

21.

Kasikornbank Thailand

22.

Russia-ASEAN Business Council (RABC)

23.

UK-ASEAN Business Council (UK-ABC)

24.

Union of Myanmar Federation of Chambers of Commerce and Industry

25.

United Overseas Bank (Thai) PCL

26.

US- ASEAN Business Council (US-ABC)
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