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Introduction:

The rapidly growing trend of decarbonization poses a serious challenge to ASEAN countries
experiencing rapid economic growth. To tackle these challenges, ASEAN countries are looking
for partners outside the region. This article describes the recent decarbonization movement in
ASEAN, how Japan is supporting it, and how IGPI’s business consulting services can help clients
in Singapore and beyond.

ASEAN countries are struggling with the global decarbonization trend

A notable feature of the 2015 Paris Agreement is that it covers all major carbon emitters, including
developing countries. This differs from the previous Kyoto Protocol which obligated only some
developed countries to reduce their emissions. While the Paris Agreement is a breakthrough in
terms of ensuring fairness, we need to keep in mind that the situation in many ASEAN countries
is different from that of developed countries that are leading in decarbonization. One major
challenge is the problem of dependence on fossil fuels in the region, which hinders ASEAN
countries from decarbonizing. ASEAN countries are experiencing rapid growth in demand for
electricity as a result of ongoing economic growth. To meet this demand, they have built more
thermal power plants using fossil fuels, mainly coal, which is cheap and abundant in reserves. In
contrast to Europe, one of the first regions to launch a decarbonization strategy, and where
renewable energies (excluding hydropower) account for 21% of power generation, the share of
renewable energies in ASEAN countries is lower (11% in Thailand, which has the highest figure
among countries in the region—in other nations, renewable energies only make up less than
10%"). It is also worth noting that the percentage of coal-fired power generation, which has a
particularly significant environmental impact, is relatively high in the region. For example, in
Indonesia, coal accounts for generating than 60% of the total power consumed (Figure 1). As a
result, greenhouse gas (GHG) emissions in the region have significantly increased due to the
heightened consumption of fossil fuels.
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Figure 1; Ratio of power sources in each region/country (2019)2

ASEAN countries have increased their efforts to decarbonize in recent

years
In the light of the above, ASEAN is in a difficult situation due to the global trend towards
decarbonization. However, there are also positive factors.

For example, the potential for renewable energy is huge in the region thanks to the abundance of
resources. As for solar power resources (as seen in Figure 2) ASEAN countries are generally
blessed with abundant solar radiation and high utilization rates are expected. Wind power
generation (as seen in Figure 3) is also expected to have a high utilization rate in countries such
as Myanmar, the Philippines, Thailand, and Vietnam, where the average wind speed is high in
coastal and inland areas. In order to take advantage of these strengths, the governments of
ASEAN countries are implementing policy measures to encourage the introduction of renewable
energy. For example, Vietnam, which has had to cope with high electricity demands due to delays
in the expansion of coal-fired power generation facilities, introduced a FIT system under which
the Vietnam Electricity (EVN) buys electricity generated from solar power at a high price. As a
result, the country's power generation capacity grew from just 105 MW in 2018 to over 16 GW in
2020. Vietnam is now the number one solar power producer in Southeast Asia. Currently, the
country has preparations underway for the release of the Power Development Plan VIl (PDP8).
The third draft of PDP8 strengthens the policy of renewable energy expansion by stating that the
share of renewable energy shall increase to nearly 30% by 2030. This will be achieved by scaling
up wind and biomass power generation®.
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Figure 2 Solar Resource‘ Potentials across ASEAN member state-s"4
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Figure 3 Wind Resource Potentials across ASEAN member states®
Another decarbonization movement in the region is the promotion of shifting to Electric Vehicles
(EVs) in the field of transportation. Traffic congestion a serious problem in many major cities in
ASEAN, and the resulting air pollution caused by gas emissions is a critical issue in the region.
The Thai government was one of the first to launch an investment incentive program for EVs and
battery production in 2017 and has set a goal of having 30% of vehicles produced in the country
be EVs by 2030°. In Vietnam, VinFast, a subsidiary of one of the country's conglomerates Vin
Group, has proposed the Viethamese government to exempt EVs from special consumption tax
and vehicle registration fees for five years to incentivize the use of EVs. Vietham’s Ministry of
Industry and Trade and the Ministry of Transport are positively considering the idea’.

USAID-NREL Partnership (2020)
USAID-NREL Partnership (2020)
The Nation Thailand (2021)

NNA Asia (2021)
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As shown by the above initiatives, ASEAN countries are gradually following close upon Europe
and other developed nations in their efforts to achieve decarbonization.

Support from both Japan’s public and private sector will be an important
key to ASEAN decarbonization

For ASEAN countries to achieve decarbonization, it is important for the region to collaborate with
other countries to incorporate technology and joint development. Japan and ASEAN countries
have been trading various products for decades. In the field of electric power, Japan has been
exporting power generation technology—mainly gas-fired and coal-fired power generation. They
have also developed local Japanese power plants. Due to the current trend of decarbonization,
business tractions between both parties are bound to change. However, it is expected that Japan
can become a strong ally to ASEAN given the bilateral relationship with the region built over past
decades.

As a matter of fact, at the Special Meeting in June 2021, Japan agreed to support the gradual
reduction of greenhouse gases in ASEAN countries. Japan announced 1 trillion yen of investment
and/or credit line to be implemented by its public and private sectors for the purpose of introducing
renewable energy and strengthening energy conservation projects for countries in ASEAN.
During this meeting, Japan and Southeast Asian countries also agreed to establish a cooperative
framework for the dissemination of CCUS technology (technology for capturing, storing, and
reusing carbon dioxide emissions), to involve more than 100 private companies and/or research
institutes in sharing Japan's technologies and knowledge, and to conduct joint research?.

With the strong ties between Japan and Southeast Asia, examples of joint development in
decarbonization have already been identified. A few examples are as follows:

1. IHI (Japan) - Joint development of CO2 recycling technology in
Singapore

IHI is developing a new CO2 recycling technology in collaboration with the Singapore Institute
of Chemical and Engineering Sciences (ICES). The company has been conducting joint
research and development in the fields of environment and energy since 2011. In 2019, IHI
developed a device for methanation. This device produces methane from CO2 using a
methanation catalyst®.

2. MTI (Japan, NYK subsidiary) - Joint development of tidal power

generation technology in Singapore

MTI is a joint research partner participating in a study on renewable tidal energy with MAKO
Energy Pte. Ltd., a subsidiary of Australian tidal turbine manufacturer Elemental Energy
Technologies Ltd., and Sentosa Development Corporation which develops Sentosa Island
under the Ministry of Trade and Industry. The project aims for the first commercialization of
marine renewable energy in the country°.

How can IGPI add value to the acceleration of decarbonization in ASEAN?

It is expected that the number of cases of collaboration at both the public and private levels of
Japan and ASEAN as mentioned above will continue to increase. There are many business
opportunities for private companies, so it is important to seize the appropriate opportunities and

8 Ministry of Economy, Trade and Industry (2021)
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take an appropriate approach. IGPI's Japanese consulting services can help identify such
opportunities in Singapore. Decarbonization is an urgent issue that the entire world will tackle,
and player landscape, related regulations, required technologies, etc. will change day by day. In
such an environment, it is important to:

1. Build and select an appropriate business model; and

2. Select appropriate partners and connect them to the business
IGPI's Singapore office was established in 2013. Since then, we have supported many Japanese
companies in their activities in ASEAN. To deal with the above issues, IGPI can provide a variety
of business consulting services. Some of our consulting solutions include, but are not limited to:

1. Building and selecting appropriate business models

e Market prioritization study - Analyze industry and competitive landscape in selected
Southeast Asian countries through research and interviews to access market potential

e Develop the concept of an ideathon - Create a business model from the shortlisted ideas
to allow for our clients to enter a new space in the technology-driven businesses in
Southeast Asia, including Singapore

2. Selecting appropriate partners and connecting them to different

business

« Potential target/partners search - Identify and shortlist certain companies in Southeast
Asia based on unique needs and requirements of our clients
e Mergers and acquisitions (M&A) advisory - Including project management, data room,

due diligence, Q&A assistance and closing with associated investors

To find out more about how IGPI can provide Japanese consulting support for business in
Singapore and the region, browse through our insight articles or get in contact with us.
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