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Abstract:
The "Carbon Neutral Declaration" aiming for a society with zero CO2 emissions by 2050 was made by the
Japanese government in October 2020. Since then, Japanese companies have been accelerating their
efforts to set long-term goals aimed at decarbonizing their operations. IPCC’s Sixth Assessment Report
published in August 2021 declared that human influence has unequivocally warmed the atmosphere.
Human-induced climate change is already affecting weather and climate extremely in every region across
the globe, which had further stirred up the world's sense of crisis.
However, with or without the government pressure, Japanese companies operating overseas had already
been under strong pressure to decarbonize from NGOs, institutional investors, lenders, insurance companies
and customers for several years, and been trying to tackle this issue and survive. This is true of companies
in Southeast Asian countries as well. Some countries and companies have recently set ambitious long-term
goals based on the Paris Agreement. The following points will be discussed in this article:
 Southeast Asian countries’ long-term goals and initiatives on tackling climate change
 Examples of Southeast Asian companies’ carbon reduction targets
 New businesses arising from climate change issues in Singapore and Southeast Asia
 Corporate strategy planning on climate change issues

Southeast Asian countries’ long term goals and initiatives on tackling climate change
Southeast Asia’s economic and energy presence in the globe is growing. This region is one of the fastest
growing drivers of energy demand in the world. Looking back in time, it can be seen that coal and oil have
satisfied the energy needs of Southeast Asian countries. 1
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https://iea.blob.core.windows.net/assets/47552310-d697-498c-b112-d987f36abf34/Southeast_Asia_Energy_Outlook_2019.pdf

However, in accordance with Paris Agreement, six major ASEAN countries are also setting their targets to
reduce greenhouse gases (hereinafter “GHG”) by replacing fossil fuels with renewable energies.
Nonetheless, when examining their National Determined Contributions (hereinafter “NDCs”), it is necessary
to bear in mind that most countries propose two frameworks towards achieving their target, one includes
financial assistance from the international community, and the other without 4 . This means that foreign
companies who wish to do business related to carbon reduction need proposals tied to the financial support
framework. In addition, many countries adopt future targets compared against a business-as-usual
(hereinafter “BAU”) levels, meaning they pledge to reduce CO2 emissions compared to their projection in
the absence of major climate change policies. Additionally, Malaysia adopts their reduction target on carbon
intensity against GDP basis. The table here-below lists the NDCs and major initiatives by governments in
Southeast Asia:
Country
Singapore

NDCs 2 and Major initiatives by government


NDC (submitted in March 2020)
Peak emissions at 65 MtCO2e around 2030, which is a 36% reduction in emissions intensity from 2005






Improve the country's energy efficiency by 36% from 2005 level
Increase solar power to 1.5GW by 2025
All newly registered vehicles to be clean energy vehicles from 2030
To become a CO2 trading hub by providing a one-stop solution for scaling, mitigating and offsetting
carbon footprint
To become a green finance hub
Possibility of increasing carbon tax in 2023
Encourage companies to adopt the TCFD recommendation




Malaysia

Thailand

Indonesia

Vietnam

The
Philippines
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NDC (submitted in July 2021)
Carbon intensity reduction against GDP of 45% in 2030 compared to 2005 level




Increase renewable energies to 31% by 2025 and 40% by 2035 (over 2x the current level)
Increase the share of EVs in passenger car sales to 9% by 2025 and 15% by 2030



NDC (submitted in October 2020)
20% reduction from projected BAU levels by 2030, with the possibility of 25% increase subject to adequate
and enhanced access to technology and transfer, financial resources and capacity building support





Achieve carbon neutrality by 2065-2070
More than 50% of newly constructed power plants must use renewable energy
Incentives for EVs will be disclosed in September 2021



NDC (submitted in July 2021)
Unconditional reduction target of 29% and conditional reduction target up to 41 % of the BAU scenario by
2030






Increase renewable energies to 23% by 2025
PLN stops construction of new coal power plant from 2024
Considering introduction of carbon price
Promote domestic EV production



NDC (submitted in July 2020)
9% reduction compared to the BAU scenario by 2030 with its own domestic resources. This contribution
can be raised up to 27% with international support




Increase renewable energies to 30% by 2030 (draft as of Feb 2021)
Tax incentives under consideration for EV promotion



NDC (submitted in April 2021)
75% reduction (of which 72.29% is conditional, 2.71% is unconditional) by 2030 against projected BAU
emission of 3,340 MtCO2e 3





Increase renewables in energies to over 50% by 2040
Allow full ownership of foreign investment in biomass and geothermal
Target 1 million EVs on the road by 2030

https://www4.unfccc.int/sites/NDCStaging/Pages/All.aspx
https://www.greengrowthknowledge.org/sites/default/files/downloads/policy-database/Philippines%20-%20NDC.pdf

Although not discussed in detail in this report, there has been ongoing debate for many years on the framework for financial
assistance from developed countries to developing countries on climate change. This means that there are unknown factors in the
GHG reduction targets of developing countries.

Examples of Southeast Asian companies’ carbon reduction targets
Many companies in Southeast Asia as well as Japan have started to declare net carbon ambitions. However,
it is necessary to bear in mind that different companies will often use different standards and refer to different
scopes. Many companies are still struggling to capture their Scope 3 emissions. Scope 3 refers to carbon
emissions that occur indirectly in a company’s value chain. This is an area that is difficult to reduce because
it requires cooperation from suppliers, and sometimes drastic changes in the value chain. The larger the
company with influence over the supply chain, the more significant it is to address it.
The same is true for investors, who have influence over their investments. For example, Temasek
incorporates ESG considerations into their investment decision-making and management. 5 In terms of
tackling climate changes, Temasek has committed to reducing the net carbon emissions to half the 2010
levels by 2030. They have signaled their ambitions for net zero carbon emissions by 2050, extending to their
equities portfolio. Temasek also adopts an internal carbon price of US$42 per tCO2e to inform their
investment decisions. The table below shows examples of initiatives by companies in Southeast Asia to
combat climate changes.
Company
Temasek
(Singapore)
Ayala Corporation
(Philippines)
CP Group
(Thailand)
Petronas
(Malaysia)

Target or major initiatives

Reduce net carbon emissions to half of 2010 levels by 2030, including investments in listed and
unlisted equities

Ambitions for net zero carbon emissions by 2050

Zero GHG emission from buildings under REIT by 2022


Carbon neutral within 10 years 6



Started supplying carbon neutral LNG (offset GHG from supply chain to produce LNG by afforestation)

New businesses arising from climate change issue in Southeast Asia
With the momentum for de-carbonization in Southeast Asia as a backdrop, apart from renewables and its
associated technologies, there are already new businesses focusing on scaling of GHG, trading them, and
making platforms.
For example, in May 2021, it was reported that a new global carbon exchange will be launched in Singapore
within the year. Companies unable to reduce emissions can purchase a carbon credits through this platform.
It will be interesting to see how much the platform will be utilized internationally.
In other countries such as Thailand, businesses related to the Renewable Energy Certificate (REC) trading
market are flourishing, as are startups offering blockchain technology. Please refer to the table below for
examples of companies engaging in scaling, trading, and making platforms in the region:
Country
Singapore

Company (release date)
DBS, Standard Chartered,
SGX, Temasek
(May 2021)
Power Ledger
(May 2020)

Contents

A new global exchange and marketplace for high-quality carbon credits “Climate
Impact X” is set to launch by the end of 2021 by J/V between the 4 companies

Thailand

PTT
(Nov 2020)



The
Philippines

Energo Labs/Qtum
(April 2018)



Thailand





5
6

Australian blockchain company Power Ledger collaborated with Thai Digital
Energy Development to develop trading infrastructure for energy and environment
related commodities
PTT launched the new business in one-stop service from renewable energy
equipment registration to request and trade REC that are compliant with the
International REC Standard, leveraging blockchain technology
Shanghai-based start-up Energo Labs combines Qtum’s blockchain technology
with microgrids to decentralize energy production and consumption, which can
help rural electrification and grid resilience in the Philippines
Energo cooperates with First Gen, the largest producer of clean energy in the
country

https://www.temasek.com.sg/en/sustainability/focusing-on-climate-change#metrics-targets

The company also stated to set the carbon neutral goal throughout the entirety of its supply chain but it is not clear the timeframe is
the same. (https://www.bangkokpost.com/thailand/general/2137519/cp-takes-on-climate-change-vows-to-be-carbon-neutral)

Corporate strategy planning on climate change issues
Following are a few points regarding strategy planning amid a carbon neutral era. As shown in the image
below, there are many factors to be incorporated in corporate activities starting from governance to disclosure,
which means that comprehensive strategy planning is inevitable. There are two types of risks that companies
need to be aware of: physical risk and transition risk. Transition risk refers to the risk posed by changes in,
for example, climate change policies and regulations, technological developments, market trends, and
market assessments. In other words, it is necessary to follow the policies of each country and act in advance
so as not to fall behind.
In addition to hedging against these risks, there is also the possibility of seizing new business opportunities
and the need for a major change in policy from traditional businesses. While financial institutions have
withdrawn from fossil fuel-based businesses, options such as green finance have emerged. It is necessary
to consider both risks and opportunities when formulating strategies for the existing companies or future
businesses.

The above paragraphs served as a general discussion. Internal carbon price (hereinafter “ICP”) will be used
as an example to explain factors that need to be taken into consideration.
Businesses use ICP to evaluate the impact of mandatory carbon prices on their operations, and as a tool to
identify potential climate risks and revenue opportunities 7. ICP was introduced in Europe and the US over
five years ago, and an increasing number of Japanese companies have adopted it in the past few years.
When introducing ICP, the most important thing to keep in mind is to set a clear objective and design business
strategies accordingly 8. If objectives are not properly set, the business will end up on the Carbon Disclosure
Project (CDP) list as "ICP introduced" but it is meaningless to be satisfied with this. It is easy but it is
meaningless to only refer to competitor's pricing. If companies want to invest in expensive but low-carbon
equipment, compared to conventional equipment, in their factories or offices, the price must be at a level that
makes low-carbon equipment more economically advantageous.
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https://carbonpricingdashboard.worldbank.org/what-carbon-pricing

“Executive Guide to Carbon Pricing Leadership: A Caring for Climate Report” by United Nations, etc. is useful material
(https://www.unglobalcompact.org/library/3711)

As an oft-cited example, Microsoft has adopted a model in which each department pays an amount based
on its CO2 emissions, whose price is determined by dividing necessary investment amounts to offset annual
CO2 emissions 9. This pricing mechanism is reasonable. CO2 emissions are also reflected negatively in
Microsoft’s sales departments’ internal profit and loss statements, which incentivizes carbon reduction efforts.

In the case of business investments, it is one way to refer to price levels that may have influenced investment
decisions in the past (this is a pattern called "implicit carbon price"), not only referring to market price of
carbon. Many companies adopt a market price such as the EU ETS (EU Emissions Trading System). While
this makes a certain amount of sense from the perspective of scenario analysis, there is no guarantee that
the carbon pricing imposed in different countries in future will be close to the current EU ETS price.
Moreover, ICP is not a solution for everything. Even if a project pays off economically under a scenario where
ICP is applied. There remains the possibility that the project may be forced into cancellation due to opposition
from activists or institutional investors. While ICP can be useful if introduced wisely, it is not a panacea, but
a tool in the overall strategy for businesses looking to reduce their carbon footprint.
How can IGPI add value?
As stated above, climate change issues as well as other ESG-related issues require a comprehensive
approach towards governance, funding, operations, and the creation of new businesses.
IGPI’s Singapore office was established in 2013. Since then, our consulting services have supported many
Japanese companies with business planning, new business creation, finding partners as well as market
entry research.
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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https://download.microsoft.com/documents/enus/csr/environment/microsoft_carbon_fee_guide.pdf

In 2017, IGPI collaborated with Japan Bank for International Cooperation (JBIC) to form JBIC IG, providing investment advisory services
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