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Executive Summary 

Southeast Asia is one of the most vibrant and fastest growing economic  

regions in the world. Demand for energy services is growing extremely fast:  

since 2000 overall energy demand has grown by more than 80 per cent and the 

vast majority of this growth has been met by a doubling of fossil fuel use.  

 

This report ƛǎ ǘƘŜ Ŧƛƴŀƭ ǊŜǇƻǊǘ ŦƻǊ ŀ ǇǊƻƧŜŎǘ ŜƴǘƛǘƭŜŘ Ψ{ƘƛŦǘƛƴƎ ŦƛƴŀƴŎƛŀƭ Ŧƭƻǿǎ  

to accelerate the enŜǊƎȅ ǘǊŀƴǎƛǘƛƻƴ ƛƴ ±ƛŜǘƴŀƳΣ LƴŘƻƴŜǎƛŀ ŀƴŘ ǘƘŜ tƘƛƭƛǇǇƛƴŜǎΩΦ 

These countries were selected as the focus because as of July 2019 they 

collectively had a total of 49 GW of coal in their pipeline (announced, pre-

permitted and permitted) ς in addition to 25 GW under construction. The energy 

systems in Vietnam, Indonesia, and the Philippines are becoming more, not less, 

dependent on fossil fuels, and in turn their reliance on energy imports is 

growing. The projected increase in fossil fuel consumption, particularly coal, 

would lead to a 66 per cent rise in CO2 emissions to 2.4 gigatons by 2040. Put 

simply, should they build the coal-fired power plants currently in their pipeline, 

the Paris Agreement goals cannot be met.   

 

Southeast Asia is the only region in the world where the share of coal in the 

energy mix increased in 2018. In the same year, the Intergovernmental Panel on 

Climate Change (IPCC) issued a special report effectively saying there is no more 

atmospheric room for the emissions from coal power plants if we want to reach 

the 1.5 degree temperature goal set out by the Paris Agreement, and it is 

imperative that we do given the impact on lives and livelihoods if we stick to 2 

degrees and overshoot. To this end, the task in hand is to decarbonise all 

economies so that they produce net zero emissions by 2050. 

 

Southeast Asia is a diverse and dynamic region growing in economic weight and 

carbon footprint, despite possessing extraordinary renewable energy resources, 

and having already benefited from their falling costs and many positive early 

deployments. In order to compete in a low carbon world, and hasten its onset, 

regional collaboration must be strengthened. In their 2019 regional outlook, the 

International Energy Agency (IEA) paints a picture of two very different scenarios 

out to 2040. This is one model of many, but it is a stark illustration of the 

strategic choice.  
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The first IEA scenario is based on policy frameworks and ambition in place today 

ς it is called the Stated Policies Scenario (SPS). In the SPS, the share of 

renewables in power generation rises from a base of around 24 per cent of 

power generation coming from renewables today (18 per cent of which is 

hydropower) to 30 per cent. This places Southeast Asia far behind China, India, 

and other Asian economies and would result in a net energy trade deficit of over 

USD 300 billion per year and 650,000 annual premature deaths associated with 

air pollution, up from an estimated 450,000 in 2018. This path means that the 

carbon intensity of Southeast AsiŀΩǎ ǇƻǿŜǊ ƎŜƴŜǊŀǘƛƻƴ ƛƴŦǊŀǎǘǊǳŎǘǳǊŜ ǿƻǳƭŘ ōŜ 

ǊŜǎǇƻƴǎƛōƭŜ ŦƻǊ ŀƭƳƻǎǘ ƘŀƭŦ ƻŦ ǘƘŜ ƎƭƻōŜΩǎ ǘƻǘŀƭ ŜƴŜǊƎȅ-related emissions, up from 

42 per cent today. Pause for a moment and reflect on that. Southeast Asia would 

be trending in the exact opposite direction of most other parts of the world, 

where the share of energy-related emissions declines as they replace fossil fuels 

with renewables, cut demand and electrify. 

 

There is an alternative low carbon development pathway for Southeast Asia. The 

L9!Ωǎ hǳǘƭƻƻƪ ŦƻǊŜŎŀǎts one possible version of what that could look like. In their 

Sustainable Development Scenario (SDS), coal demand peaks after 2020 and is 

cut by 80 per cent relative to the scenario outlined above. The share of coal in 

electricity generation falls to 4 per cent in 2040. From the base of 24 per cent in 

2019, in this scenario the share of renewables in generation triples to around  

70 per cent in 2040 ς cutting the current emissions trajectory by 50 per cent with 

this one measure alone.   

 

The IEA provides a regional outlook and we know there are big variations 

between countries. Indonesia is a juggernaut compared to some other 

economies in the Association of Southeast Asian Nations (ASEAN) and warrants 

its own analysis. Not all countries will follow the same pathway or trajectory. 

Finding ways to work at the regional level is important to more efficiently share 

learning, build capacity and then support countries to make progress in the areas 

that resonate most. The region has considerable potential for renewable energy 

and faces a strategic choice: to continue on the high carbon development 

pathway and become an outlier, or switch to a low carbon model of growth and 

request the development banks and international donors support them to 

modernise their economies for the future.  

 

This report considers the political economy conditions and dynamics in Vietnam, 

Indonesia and the Philippines in order to identify the political and institutional 

barriers that currently prevent Vietnam, Indonesia and the Philippines from 

throwing their political weight behind the sustainable development scenario.  
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It suggests a number of priority action areas to tilt them towards building a 

modern energy system and low carbon economy, and sending clear-cut and 

long-term market signals to unlock financial flows.  

 

We start by asking why they should care. We argue that Vietnam, Indonesia and 

the Philippines should see it as critical to their national interest to get ahead of 

global forces and remain competitive in an inter-connected system of trade and 

finance. The global investment landscape is changing fast with a growing number 

of countries, companies and central bankers embedding practices to minimise 

financial jeopardy from climate risk and maximise flows to low carbon economic 

activity and assets. Transitioning to clean, home-grown energy sources would 

enhance energy security and save the public purse from having to cover the 

delta between expensive fossil imports and artificially cheap fuel prices.  

 

There is a global and regional trend away from coal and towards renewables in 

the energy mix. Incremental steps are proving inadequate to meet rising public 

concern over air pollution or demands from younger generations for faster 

ŎƭƛƳŀǘŜ ŀŎǘƛƻƴ ŀƴŘ ŀƳōƛǘƛƻƴΦ  ΨbŜǘ ½ŜǊƻΩ ƛǎ ōŜŎƻƳƛƴƎ ŀ ƳŀƴǘǊŀ ǎƛƴŎŜ ǘƘŜ Lt// 

found that achieving the 1.5°C target requires emissions to decrease to net zero 

by 2050. Minimising dangerous domestic impacts of a warming world ς 

Southeast Asia is one of the most vulnerable regions ς requires collective action. 

Every country is expected to implement their nationally determined contribution 

in the global fight against climate change.  

 

We know the characteristics of a low-carbon energy transition: a major focus on 

energy efficiency, a massive scale-up of renewable energy, and investment in 

flexible grids that can power a modern vibrant economy. Phasing out of fossil 

fuel subsidies and electrification of systems like transport are also critical 

ŜƭŜƳŜƴǘǎΦ ¢ƘŜ ǎŎƛŜƴŎŜ ǘŜƭƭǎ ǳǎ ǿŜ ŘƻƴΩǘ ƘŀǾŜ ǘƛƳŜ ǘƻ Ǝƻ ǎŜŎǘƻǊ ōȅ ǎŜŎǘƻǊΥ ƛƴǎǘŜŀŘ 

what is required is a transformation of the whole economy with a compelling 

and holistic package of reform measures including an industrial strategy, labour 

policy and revised social contract.  

 

Choosing to pursue a low carbon instead of a high carbon development pathway 

is not as easy as it may sound. For example, coal is an energy input but also an 

ƛƳǇƻǊǘΣ ƻǊ ŜȄǇƻǊǘ ŎƻƳƳƻŘƛǘȅ ƛƴ LƴŘƻƴŜǎƛŀΩǎ ŎŀǎŜΦ Cƻǎǎƛƭ ŦǳŜƭǎ ŀǊŜ ƘŀǊŘ-wired into 

the system and hŀǾŜ ǳƴŘŜǊǇƛƴƴŜŘ ǘƘŜ ǊŜƎƛƻƴΩǎ ƛƴŘǳǎǘǊƛŀƭ ƎǊƻǿǘƘΦ ! focus on 

ǘŜŎƘƴƛŎŀƭ ŎŀǇŀŎƛǘȅ ōǳƛƭŘƛƴƎ ŀƭƻƴŜ ǿƻƴΩǘ ŎƘŀƴƎŜ ǘƘŀǘΦ ¢ƘŜ ƛƴǎǘƛǘǳǘƛƻƴŀƭ ƛƴŜǊǘƛŀ ŦǊƻƳ 

business as usual manifests as a real drag on the transition. The extent to which 

the government is entangled with the high carbon sector can impede progress, 



 
 
 
 

9 S E A  C H A N GE :  D E L I V E R I N G  A  Z E R O  C A R B O N  E C O N O M Y  I N  S O U T HE AS T  AS I A 
 

as does corruption which is often present. Managing an exit from coal assets 

involves significant losses now for the governments of Vietnam and Indonesia, 

versus a risk of stranded assets at some future time.  

 

Five priority action areas 

In Part 2 of this report, we suggest a framework of five priority action areas to 

address the most critical barriers and help position these countries to maximise 

value in the transition to a low carbon world.   

 

1. Create a big vision and whole economy approach 

Building a modern economy of the future for a growing middle class and the next 

generation of educated young people inherently has to be low or zero carbon 

and powered by regional modern renewable energy systems. Decarbonisation is 

not the only driver for change and can be framed as an optimistic vision of the 

future; other meta trends such as digitalisation, decentralisation, and 

demographic changes are having a big impact on what the future will look like. 

These are seismic shifts affecting the whole economy, not just the power sector; 

they present big opportunities for the young generations coming of age in 

Southeast Asia, or big risks if the governments fail to respond or resist.  

 

2. Focus on competitiveness and full-cost benefit analysis 

As the world enters a zero-carbon paradigm and the IMF is preparing to 

integrate climate risks in their country-level economic assessments, the case 

becomes more compelling that Vietnam, Indonesia and the Philippines invest in 

developing low carbon supply chains and energy systems, if not for climate 

reasons, then to protect the future competitiveness of their economies. As 

technology takers, dependent to varying degrees on being competitive in the 

global marketplace, this is a critical lever that needs more serious consideration. 

A lot of innovation is happening to reorient the financial ecosystem to which 

Vietnam, Indonesia and the Philippines are paying close attention. For example, 

there are various multilateral collaborations working to green the financial 

system and identify, measure and manage climate-related risk; the International 

Platform on Sustainable Finance is working to reorient capital flows and reduce 

friction to low carbon assets and activity.  

 

3. Build confidence from the bottom up through at-scale demonstration 

projects and proof points 

As a priority, we need to decouple economic growth and energy demand with a 

major drive to do more with less energy. Saving consumers and businesses 
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money in theory is politically palatable; yet utility business models and fossil fuel 

subsidies weaken this link currently. Hopefully the economic and 

competitiveness arguments in favour of a major energy efficiency drive will win 

over decision-makers and give them confidence for a faster transition to 

renewables. As an illustration, one of the fastest growing uses of electricity to 

2040 is space cooling: its share in peak power demand is set to rise towards 30 

per cent in the region by 2040.  

 

There have been promising signs of progresǎ ǘƻ ōǳƛƭŘ ƻƴΥ ±ƛŜǘƴŀƳΩǎ ǎǳŎŎŜǎǎŦǳƭ 

feed-in tariff scheme secured 4.5 GW of solar in a matter of months and 

/ŀƳōƻŘƛŀΩǎ ǊŜŎŜƴǘ сл a² ǎƻƭŀǊ ŀǳŎǘƛƻƴ ǎŜŎǳǊŜŘ ŀ ǇǊƛŎŜ ƻŦ ¦{5 лΦлоф ς the 

cheapest yet in the region. These and other proof points reverberate around the 

region building confidence and tapping into competitive forces within and 

between ASEAN neighbours. We need to invest more in a communications 

apparatus to aggregate and amplify these signals. Like-minded diplomatic 

coalitions and learning platforms are also critical to give political and financial 

actors the confidence to take a leap of faith and commit to a low carbon future. 

 

4. Provide an exit strategy to high carbon actors and assets 

The level of fiscal entanglement has to be painstakingly thought through and a 

conversation opened about how to ease the capital destruction for governments 

transitioning to the low carbon development paradigm. A structured financing 

mechanism might enable Indonesia and Vietnam to restructure their debt and 

convince them to phase out fossil assets, invest in green and the grid instead, 

and align with the Paris deal. This is of first-order importance and warrants 

further research and dialogue. More robust support structures are needed to 

protect the public from climate impacts and prevent backlash to social and 

economic disruption from the transition; and stronger and more diverse 

coalitions can counter the fossil lobby and demand faster and more  

ambitious action. 

 

5. Build the institutions for long-term change 

The fifth priority area should include stronger governance and coordinating 

mechanisms. These are necessary to drive the transformation required.  

We suggest investing in new leadership training platforms to reach the next 

generation of decision-makers, and starting now to raise their consciousness  

of the stakes involved and the shape and scale of global transformation required 

to deliver a low carbon future. We also need dedicated green national banks  

and instruments, as well as low carbon professional services ς such as urban 
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ǇƭŀƴƴŜǊǎΣ ŜƴƎƛƴŜŜǊǎΣ ŀƴŘ ƭŀǿȅŜǊǎΦ LǘΩǎ ƎƻƛƴƎ ǘƻ ǘŀƪŜ ŜǾŜǊȅƻƴŜ ǘƻ ŎƘŀƴƎŜ 

everything.  

 

Since this is a question of global significance, donor governments and 

philanthropic foundations need to coordinate for more efficient and effective 

delivery of international support. The bilateral and multilateral development 

banks have committed to align their operations with the Paris Agreement, but 

we argue they need to go much further and do more with their public budgets 

and mandates to de-risk and drive the transformative agenda. This is their  

raison dΩêtre. 

 

This report is targeted at decision-makers regardless of where they sit in the 

system. Visionary and creative leadership will be required to address the most 

critical barriers to building a modern energy system and a low carbon economy 

in Southeast Asia. The benefits of pursuing decarbonisation range from the 

pragmatic, such as greater energy independence; to the economic, such as 

enhanced competitiveness and access to capital; to the political ς clean air and 

future jobs for citizens; to the existential ς minimising risks to the most 

vulnerable individuals and vital ecosystems.  

 

Ultimately it is up to the governments of Vietnam, Indonesia and the Philippines 

to decide to pursue a new development paradigm that leapfrogs the carbon 

intensity of the Industrial Revolution and make it a political priority to pivot 

towards clean, affordable, reliable and sustainable energy for the 21st century. 

Based on our extensive engagement in the region we offer several ideas that  

can help deliver the paradigm shift.  

 

Recommendations 

If Vietnam, Indonesia and the Philippines are to modernise their energy systems, 

the 2020s must be the decade of action. Our main recommendations include: 

> Develop a transition mechanism to take account of the capital destruction 

from an accelerated energy transition.  

> Connect financial decision-makers and regulators in the region to the 

international initiatives designed to enhance transparency and disclosure  

of climate-related risks.  

> Align with or agree a shared language for green investments by connecting 

ǘƘŜ !{9!b ŎŀǇƛǘŀƭ ƳŀǊƪŜǘǎΩ ŘŜǾŜƭƻǇƳŜƴǘ ǿƛǘƘ ǘƘŜ LƴǘŜǊƴŀǘƛƻƴŀƭ tƭŀǘŦƻǊƳ ƻƴ 
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Sustainable Finance, which includes China, India, and the EU and aims to 

move capital in the right direction at speed and scale.  

> Use foreign direct investment and public pressure to decarbonise 

international supply chains to change norms and behaviours and keep the 

region abreast of discussions around border carbon adjustments and the like.  

> Use patient capital from national and multinational development banks to 

de-risk the transition, underwrite a pipeline of low carbon assets and set new 

norms in the process. Development banks have to go beyond aligning their 

operations with the Paris goals, as we argue in our report, Banking on Asia, 

with specific recommendations for the six banks most active in Southeast 

Asia.  

> Choose ς unequivocally ς to switch to a low carbon development pathway 

and send clear long-term market signals by publishing, for example, coal 

phase-out dates, a long-term strategy with a carbon neutrality deadline, and 

a low carbon infrastructure plan ς that investors say they need from 

governments in order to shift financial flows.  

> Double-down on energy efficiency and decouple energy demand from 

growth. All actors must emphasise the competitive advantages of decoupling 

and drive industry to join initiatives such as EP100 and ISO 50001 to consume 

energy in a smarter way, reduce costs and boost competitiveness.  

> Develop and implement ambitious national cooling plans to provide 

populations with super-efficient cooling services. 

> Channel all investment to industries, technologies and infrastructure 

compatible with a net zero world. All new infrastructure has to be built to 

handle this new normal.  

> Position SEA as a renewable energy hub. Models vary but most indicate that 

ǘƘŜǊŜΩǎ ǊƻƻƳ ŦƻǊ ƳƻǊŜ ǎǘǊƛƴƎŜƴǘ ƴŜŀǊ-term mitigation than currently planned 

in Vietnam, Indonesia and the Philippines by taking advantage of the 

economic, social and technical feasibility of solar energy, wind energy, and 

electricity storage technologies.  

 

Whichever way these economies choose to develop the investment needs are 

enormous. The IEA in their 2019 regional outlook estimate the cumulative 

investment needs over 2019 to 2040 is over USD 2.5 trillion in the Stated Policy 

Scenario, rising to USD 3.3 trillion in the Sustainable Development Scenario. This 

breaks down to an average annual capital spend of USD 120 billion for the SPS or 

https://www.e3g.org/docs/E3G_Banking_on_Asia_Paris_Alignment_Six_Asian_Development_Banks.pdf
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USD 150 billion for the SDS, over the period 2019 to 2040. Investment in 

{ƻǳǘƘŜŀǎǘ !ǎƛŀΩǎ ŜƴŜǊƎȅ ǎŜŎǘƻǊ ƛƴ нлму ǿŀǎ ŀǊƻǳƴd USD 65 billion. The higher 

investment needs of the SDS are more than compensated for in savings 

elsewhere: for example, Southeast Asian economies could collectively save 

nearly USD 200 billion annually on fossil fuel imports by 2040. Put this way, it 

seems an obvious choice which path to invest in and put political weight behind. 

Either way, it will have profound consequences on their citizens and the globe.  

 

Trying to rewire what is hard-wired into a system is tough work. Energy 

transitions in other parts of the world can offer valuable guidance and 

encouragement. The status quo has so many vested interests. It is political. 

There are multiple opportunities on the horizon where actors can work to 

change the optics and open up the politics for more ambitious regional 

outcomes ƛƴŎƭǳŘƛƴƎ ±ƛŜǘƴŀƳΩǎ ŎƘŀƛǊƳŀƴǎƘƛǇ ƻŦ !{9!b ŀƴŘ /htнс in 2020 ς a 

year when governments are expected to upgrade their climate actions under the 

Paris Agreement. China plays host to the Convention of Biodiversity COP around 

the theme άEcological Civilization: Building a Shared Future for All Life on Earthέ 

and Japan hosts the Olympics. Both warrant further exploration. The relocation 

ƻŦ LƴŘƻƴŜǎƛŀΩǎ ŎŀǇƛǘŀƭ Ŏƛǘȅ ŦǊƻƳ WŀƪŀǊǘŀ ǘƻ .ƻǊƴŜƻ ƛs a unique opportunity to build 

and showcase what a low carbon Asian city of the future can look like. New 

leadership at the Asian Development Bank (ADB) can move the low carbon 

transition and climate risks higher up the ƻǊƎŀƴƛǎŀǘƛƻƴΩǎ agenda, as it has at the 

International Monetary Fund.  

 

There are no simple solutions, and certainly no silver bullet. With some genuine 

political leadership in the region, international cooperation, public-private 

partnerships, and a big push to find and finance large-scale clean energy 

opportunities, SEA coulŘ ōŜŎƻƳŜ ǘƘŜ ǿƻǊƭŘΩǎ ƴŜǿ ǊŜƴŜǿŀōƭŜ ŜƴŜǊƎȅ ƘǳōΦ 

Becoming green is not an obstacle to growth, it is a requirement for it.  

So goes Southeast Asia, so goes the world. 
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Introduction 

Despite the extraordinary scale of available renewable energy 

resources, their rapidly falling costs and positive early efforts on 

their deployment, countries throughout the region are choosing 

to continue down a high carbon development path, in some 

cases ignoring the significant upsides in reducing their 

dependence on imported fossil fuels and the massive social, 

health, and environmental benefits that come with a cleaner 

energy system. Investors are making decisions that could add 

ōƛƭƭƛƻƴǎ ǘƻ ǘƘŜ ǊŜƎƛƻƴΩǎ ǘǊŀƴǎƛǘƛƻƴ ǊƛǎƪΦ Iƻǿ Ŏŀƴ ƛƴǾŜǎǘƳŜƴǘǎ 

quickly rebalance in favour of clean energy deployment and to 

intensify efforts to decarbonise the economies in Indonesia, 

Vietnam and the Philippines?  
 

Background  

Southeast Asia is one of the most vibrant and fastest growing economic regions 

in the world. The regional economy grew 5 per cent in 2018 ς 7.1 per cent in 

Vietnam, 5.2 per cent in Indonesia and 6.2 per cent in the Philippines.1  

 

Its rapid rates of population growth, rising income and urbanisation has meant 

that overall energy demand has increased by 80 per cent since 2000, the bulk of 

which has been met by a doubling of fossil fuel use, and will continue to grow by 

60 per cent to 2040.2 Southeast AsƛŀΩǎ ƎǊƻǿǘƘ ƛƴ ŜƭŜŎǘǊƛŎƛǘȅ ŘŜƳŀƴŘ Ƙŀǎ ŀǾŜǊŀƎŜŘ 

6 per cent a year, among the fastest in the world and shows no signs of abating.3 

The critical question is: What mix of energy supply will countries choose to plan 

for and pursue, or will investors finance over the coming critical decades?  

 

This is a question of global significance. Realising the Paris Agreement goals to 

limit the increase in global temperatures above pre-iƴŘǳǎǘǊƛŀƭ ŀǾŜǊŀƎŜǎ ǘƻ άǿŜƭƭ 

ōŜƭƻǿέ нϲ/Φ ŀƴŘ ǇǳǊǎǳŜ ŜŦŦƻǊǘǎ ŦƻǊ мΦрϲ/ ƻŦ Ǝƭƻōŀƭ ǿŀǊƳƛƴƎ ǊŜǉǳƛǊŜǎ ŀ ƳŀƧƻǊ ǎƘƛŦǘ 

 
1 World Bank Data (2018), https://data.worldbank.org/  

2 Southeast Asia Energy Outlook, International Energy Agency (2019) https://webstore.iea.org/southeast-asia-energy-
outlook-2019 

3 Ibid 

There is no risk-

free option, but 

some options open 

more opportunities  

than others. 

https://data.worldbank.org/
https://webstore.iea.org/southeast-asia-energy-outlook-2019
https://webstore.iea.org/southeast-asia-energy-outlook-2019
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in investment decision-making and financial flows from high carbon to low 

carbon investments including clean energy, electric transport, and more efficient 

buildings. If countries in Southeast Asia choose to continue to plan and build the 

coal-fired power plants currently in their pipeline, the Paris goals cannot be met. 

Notwithstanding the negative impacts on their local populations and economies, 

we all have a stake in this decision.  

 

It is, after all, a strategic choice. Decision-makers with political power in Vietnam, 

Indonesia and the Philippines need to make choices between different 

development paths and each come with their own set of risks and opportunities. 

There is no risk-free option, but some options open more opportunities than 

others. In their efforts to bring their large populations out of poverty, Vietnam 

and Indonesia have historically relied on large-scale fossil fuel-based industrial 

and power projects, much like the rest of the world until the emerging low-

carbon economic transition. Asia accounts for 75 per cent of the global demand 

for coal.4 While China, India, Japan and South Korea are some of the largest users 

of coal, Southeast Asia was the only region in the world where the share of coal-

fired power generation grew last year.5 The rapidly growing share of coal in 

electricity production in Vietnam, Indonesia and the Philippines is illustrated in 

Figure 11 under Annex I: Political Economy Mapping. 

 

Amongst Southeast Asian economies, Indonesia, the Philippines and Vietnam 

have significant pipelines for new coal power infrastructure development. As of 

July 2019, coal power projects in the pipeline (announced, pre-permitted and 

permitted) in these three countries totalled 49 GW ς this is in addition to the  

25 GW currently under construction.6 Fossil fuels currently account for three-

ǉǳŀǊǘŜǊǎ ƻŦ {ƻǳǘƘŜŀǎǘ !ǎƛŀΩǎ ǘƻǘŀƭ ŜƴŜǊƎȅ ǎǳǇǇƭȅΣ ŀƴŘ ǘƘŜ L9! ŜǎǘƛƳŀǘŜǎ ǘƘŀǘ 

without policy and investment change much of the growing energy demand will 

be met by an 80 per cent increase in coal-fired power generation by 2040, 

resulting in a 66 per cent rise in CO2 emissions to 2.4 gigatons by 2040. 7This is 

one potential pathway. But ς ŀƴŘ ƛǘΩǎ ŀ ōƛƎ ōǳǘ ς it places Southeast Asia as an 

outlier lagging far behind China, India and other Asian economies; it results in a 

net energy trade deficit of over USD 300 billion per; and causes 650,000 

 
4 ¢ƘŜ 9ŎƻƴƻƳƛǎǘ όнлмфύΣ Ψ!ǎƛŀ ŘƛƎǎ ǳǇ ŀƴŘ ōǳǊƴǎ three-ǉǳŀǊǘŜǊǎ ƻŦ ǘƘŜ ǿƻǊƭŘΩǎ ŎƻŀƭΩΣ 
https://www.economist.com/asia/2019/08/22/asia-digs-up-and-burns-three-quarters-of-the-worlds-coal.  

5 ¢ƘŜ 9ŎƻƴƻƳƛǎǘ όнлмфύΣ Ψ!ǎƛŀ ŘƛƎǎ ǳǇ ŀƴŘ ōǳǊƴǎ ǘƘǊŜŜ-ǉǳŀǊǘŜǊǎ ƻŦ ǘƘŜ ǿƻǊƭŘΩǎ ŎƻŀƭΩΣ 
https://www.economist.com/asia/2019/08/22/asia-digs-up-and-burns-three-quarters-of-the-worlds-coal.  

6 9ƴŘ/ƻŀƭ όнлмфύΣ Ψ{ǳƳƳŀǊȅ ǎǘŀǘƛǎǘƛŎǎΩΣ https://endcoal.org/global-coal-plant-tracker/summary-statistics/ 
7 Southeast Asia Energy Outlook, IEA (2019) https://webstore.iea.org/southeast-asia-energy-outlook-2019 

 

https://www.economist.com/asia/2019/08/22/asia-digs-up-and-burns-three-quarters-of-the-worlds-coal
https://www.economist.com/asia/2019/08/22/asia-digs-up-and-burns-three-quarters-of-the-worlds-coal
https://endcoal.org/global-coal-plant-tracker/summary-statistics/
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premature deaths ς annually ς because of indoor and ambient air pollution, up 

from 450,000 in 2018.8 

 

{ƻ ǘƘŀǘΩǎ ƻƴŜ ƻǇǘƛƻƴΦ ¢ƘŜ L9! Ŏŀƭƭǎ ǘƘŀǘ ǎŎŜƴŀǊƛƻ ǘƘŜ {ǘŀǘŜŘ tƻƭƛŎƛŜǎ {ŎŜƴŀǊƛƻ 

because it describes where the region is heading based on policy frameworks 

and the level of ambition today. 

 

If government decision-makers keep on this path the carbon intensity of power 

ƎŜƴŜǊŀǘƛƻƴ ŀŎǊƻǎǎ ǘƘŜ ǊŜƎƛƻƴ ǿƻǳƭŘ ōŜ ǊŜǎǇƻƴǎƛōƭŜ ŦƻǊ ŀƭƳƻǎǘ ƘŀƭŦ ƻŦ ǘƘŜ ǿƻǊƭŘΩǎ 

total energy-related emissions, up from 42 per cent today. Pause for a moment 

and reflect on that. Southeast Asia would be trending in the exact opposite 

direction of most other parts of the world where the share of energy-related 

emissions decline as they decouple energy demand from economic growth, cut 

energy demand, replace fossil fuel with generation from renewables and expand 

electrification.  

 

An alternative pathway for Southeast Asia would be to pursue a new 

development paradigm that leapfrogs the carbon intensity of the Industrial 

Revolution, and leads the rest of the world towards clean, affordable, reliable, 

and sustainable energy for the 21st century. The changes required to 

decarbonise electricity generation, not to mention other economic sectors, at 

the scale and speed necessary to be consistent with the Paris Agreement, are 

difficult to imagine, and even more difficult to deliver. Decision-makers would 

need to overcome the incumbency of existing market structures and regulatory 

systems; deeply entrenched economic and financial interests and institutional 

habits; and the need to maintain social support in the process of transition. 

Overcoming this economic and social disruption would require visionary and 

creative leadership. Leaders will have to be keep their eyes on the prize. The 

significant upsides range from the pragmatic ς greater energy independence; to 

the economic ς enhanced competitiveness and access to capital; to the political 

ς clean air and future jobs for citizens; to the existential ς minimising risks to the 

most vulnerable individuals and vital ecosystems.  

 

On a daily basis, decision-makers are weighing these costs and benefits and 

committing their political and financial capital either to the locking-in of a high 

carbon development pathway, or alternatively the transition to a low carbon 

economy. Financial actors are political actors in this context and have a critical 

role to play regarding the direction of future investment flows in Southeast Asia: 

 
8 Ibid 

Financial actors 

have a critical  

role to play 

regarding the 

direction of future 

investment flows  

in Southeast Asia: 

their capital 

allocation 

decisions 

determine how 

fast economies can 

decarbonise  
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their capital allocation decisions ultimately determine how fast economies can 

decarbonise and bend the emissions curve. The economics implicit in these 

choices and their inherent risk is influenced by the signals sent by governments 

and market sentiment of the future. A whole set of interlinked forces are moving 

to shape those signals and shift the national and global context in which 

investment and political decisions are being made. For example, the science is 

increasingly clear about the future impacts of a warming world: we can already 

see what is in store. 

 

Actors throughout the financial system are heeding these warnings and 

beginning to price significant fossil fuel market and climate risks into their 

investment decisions and risk models. Regulators and central bankers are urging 

precautionary measures to minimise the risks of a climate-related global financial 

crisis they see brewing on the horizon, including the growing risk of significant 

coal stranded assets. Governments in Vietnam, Indonesia and the Philippines, 

and indeed elsewhere in the world, have to make complex decisions today in the 

face of a shifting risk assessment environment. Implicit in which energy system 

they embrace is whether they are determined to at least try to get ahead of the 

changing landscape and shape the forces in their national best interest, or 

ƛƴǎǘŜŀŘ ŀŘƻǇǘ ŀ Ψǿŀƛǘ ŀƴŘ ǎŜŜΩ ŀǇǇǊƻŀŎƘ ŀǘ ǘƘŜ Ǌƛǎƪ ƻŦ ōŜƛƴƎ steamrolled by them. 

The reality today is that becoming green is not an obstacle to greater growth, 

wealth and well-being; it is a requirement for it.  

 

The task of managing an orderly transition is unprecedented ς no one country 

has ever done it at the pace and scale now required by the climate challenge, 

and no one country is currently doing enough or moving quickly enough to 

rewire their economy in pursuit of the Paris Agreement temperature goals. Some 

countries are of course further progressed along their decarbonisation journey, 

and many are ready to share their success stories and their struggles with 

Vietnam, Indonesia and the Philippines as an input to {ƻǳǘƘŜŀǎǘ !ǎƛŀΩǎ journey 

toward a low-carbon and resilient economy for their populations.  

 

Purpose of the report  

Since its inception in 2004, E3G has been working to accelerate the global 

transition to a low carbon economy and climate safe world. We have studied the 

political economy dynamics of over thirty countries and discovered that often 

the most critical barriers to achieving the structural change we need ς at the 

pace the science requires ς lies outside the tight climate and energy circles and 

cannot be effectively addressed with a narrow technical focus on climate targets 

and trajectories.  

The reality today  

is that becoming 

green is not an 

obstacle to greater 

growth, wealth 

and well-being;  

it is a requirement 

for it. 
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In our study of transitions around the world, it appears that the systemic and 

structural issues can only be addressed by thinking through and finding ways to 

address the political economy conditions and concerns that decision-makers face 

in choosing which development pathway to pursue. Without careful 

consideration of the political nature and stickiness of decision-making and a 

deeper understanding of how national politics affect the economic choices in 

Vietnam, Indonesia and the Philippines, diplomatic approaches in favour of 

energy system decarbonisation are likely to be limited in their success.  

 

That is the purpose of this contribution: to consider the political economy 

dynamics influencing decisions over which energy source to choose to power 

their growing economies. The report is structured in two halves: Part One 

considers why Vietnam, Indonesia and the Philippines should increase the pace 

and scale of their transition to a low carbon economic growth model. Chapter 1 

looks at why decision-makers should reconsider business as usual and seriously 

commit to a low carbon development pathway given the fast-changing global 

and regional context. In Chapter Two we consider what needs to happen. 

Collectively we have a good sense of the characteristics of the energy transition 

and what good policy looks like. Moreover, investors and their interlocutors have 

been pretty explicit about the enabling environment and political signals they 

need to see to unlock financial flows. In Chapter Three we highlight the most 

pertinent political and institutional barriers that are preventing Vietnam, 

Indonesia and the Philippines from throwing their political weight behind the 

transition and sending the requisite market signals to unlock financial flows. 

Mindful that a big issue is one of bandwidth we strive to keep this part short and 

focused, providing more background analysis in the annex.  

 

In Part Two of the report we propose several strategic priorities, or levers, that if 

pulled simultaneously might help to change the political and economic dynamics 

and processes that ultimately determines the pace and scale of the low carbon 

transition. We incorporate a few concrete ideas for practical action in the near 

term, by no means an exhaustive list, that might persuade different actors to use 

their agency to address the most critical barriers to a faster transition in 

Vietnam, Indonesia and the Philippines.  

 

The target audiences for this report are decision makers in key institutions and 

organisations in each of the countries as well as donor governments and 

international financial institutions. While we are talking about national 

transitions determined by national actors and based on perceptions of national 
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interest, the speed of their low carbon transition can be informed by, even 

inspired by, experiences in other countries; and depends on support from all 

quarters. It is a struggle we all share and have a stake in. That is the spirit in 

which this contribution is offered. After all, as Southeast Asia goes, so goes  

the world. 

 

Project context: SHIFT SEA 

¢Ƙƛǎ ǊŜǇƻǊǘ ǿŀǎ ŎƻƳǇƭŜǘŜŘ ǳƴŘŜǊ ǘƘŜ ǇǊƻƧŜŎǘ ά{ƘƛŦǘƛƴƎ Financial Flows to invest in 

Low-/ŀǊōƻƴ 5ŜǾŜƭƻǇƳŜƴǘ ƛƴ {ƻǳǘƘŜŀǎǘ !ǎƛŀέ ό{ILC¢ {9!ύΣ ǿƘƛŎƘ ŜƴŎƻǳǊŀƎŜǎ ŀ 

shift of financial flows to low or no carbon development in the region starting 

with Indonesia, the Philippines and Vietnam. Combining the expertise and 

resources of several local and international organisations, the project has 

engaged with a wide variety of stakeholders through research, convenings and 

coalitions to influence local and national policy making and investment 

frameworks in favour of energy efficiency and renewable energy.  

 

The project is funded by the German International Climate Initiative (IKI) and is 

led by a consortium of international energy and climate experts including 

Sustainable Energy for All (SEforALL), Climate Action Network (CAN), Mission 

2020 (M2020) and Third Generation Environmentalism (E3G); supported by the 

expertise of three national partners: Yayasan Mitra Hijau (YMH) in Indonesia, the 

Institute for Climate and Sustainable Cities (ICSC) in the Philippines and GreenID 

in Vietnam. For more information on the project visit please visit: 

www.seforall.org/shift. 
  

http://www.seforall.org/shift
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Recent reports on Southeast Asian energy transition: 

To provide context for this project and to frame the issues at hand, we highlight recent and 

ongoing work by other organisations addressing similar topics.  

 

IEA Southeast Asia Energy Outlook (2017 and 2019) 

This World Energy Outlook (WEO) Special Report confirms that Southeast Asian countries 

are looking towards a future in which energy demand is set to grow strongly. The full report 

ǇǊƻǾƛŘŜǎ ŀ ŘŜǘŀƛƭŜŘ ŦǊŀƳŜǿƻǊƪ ŦƻǊ ǳƴŘŜǊǎǘŀƴŘƛƴƎ ǘƘŜ ǊŜƎƛƻƴΩǎ ŜƴŜǊƎȅ ŎƘƻƛŎŜǎΣ ŜȄŀƳƛƴƛƴƎ 

the pitfalls and opportunities that lie ahead and what different pathways might imply for 

future energy security, the environment and economic development. 

https://www.iea.org/southeastasia/ 

 

IRENA Renewable Energy Market Analysis: Southeast Asia (2018) 

This regional market analysis from the International Renewable Energy Agency examines 

the challenges of economic and population growth, the need to boost energy supply, and 

ƎǊƻǿƛƴƎ ŜƴǾƛǊƻƴƳŜƴǘŀƭ ŀƴŘ ŜƴŜǊƎȅ ǎŜŎǳǊƛǘȅ ŎƻƴŎŜǊƴǎΦ {ƻǳǘƘŜŀǎǘ !ǎƛŀΩǎ ǊƛŎƘ ǊŜƴŜǿŀōƭŜ 

energy potential remains largely untapped. However, this report offers compelling 

examples of the synergies between renewable energy and socio-economic development 

and highlights the wide-ranging benefits of decentralised renewable energy solutions. 

https://www.irena.org/publications/2018/Jan/Renewable-Energy-Market-Analysis-

Southeast-Asia 

 

Climate Analytics Decarbonising South and Southeast Asia (2019) 

This report shows that South and Southeast Asian countries can shift their energy systems 

from fossil fuels to renewables to fuel economic growth, boost sustainable development 

and overcome energy poverty while avoiding life-threatening pollution and environmental 

degradation. It includes seven country profiles: India, Pakistan, Bangladesh, Thailand, 

Vietnam, Indonesia and the Philippines. https://climateanalytics.org/publications/2019/ 

decarbonising-south-and-south-east-asia/ 

 

Stanley Foundation Toward a Regional Energy Modernization Investment Agenda: 

Stranding Risks and Decarbonization Challenges in Southeast Asia (2018) 

Key regional policy and decision makers gathered with energy and finance experts in 

September 2018 in Bali, Indonesia, to discuss the issues with and advantages to a 

transition. This report summarises this conversation, beginning with the energy trajectory 

and the specific market contexts in the region. The policy landscape is examined and the 

risks and opportunities of fossil fuel versus renewable energy development are discussed. 

Recommendations are made for taking energy policy and diplomacy forward in the region. 

https://www.stanleyfoundation.org/publications/report/InvestinginSEAEnergyModerniz

ationPDB819.pdf 

 

  

https://www.iea.org/southeastasia/
https://www.irena.org/publications/2018/Jan/Renewable-Energy-Market-Analysis-Southeast-Asia
https://www.irena.org/publications/2018/Jan/Renewable-Energy-Market-Analysis-Southeast-Asia
https://climateanalytics.org/publications/2019/decarbonising-south-and-south-east-asia/
https://climateanalytics.org/publications/2019/decarbonising-south-and-south-east-asia/
https://www.stanleyfoundation.org/publications/report/InvestinginSEAEnergyModernizationPDB819.pdf
https://www.stanleyfoundation.org/publications/report/InvestinginSEAEnergyModernizationPDB819.pdf
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Part 1 
 

Why should Vietnam, Indonesia 
and the Philippines increase the 
pace and scale of their transition 
to a low carbon economic growth 
model?  

 

In Part 1 of the report, we argue that ƛǘ ƛǎ ƛƴ ±ƛŜǘƴŀƳΩǎΣ 

LƴŘƻƴŜǎƛŀΩǎ ŀƴŘ ǘƘŜ tƘƛƭƛǇǇƛƴŜǎΩ national interest to act now to 

get ahead of global forces and remain competitive in an inter-

connected system of trade and finance. In the face of vested 

interests and institutional inertia it is hard to maintain 

momentum, but necessary if countries want to take advantage 

of the low carbon economic opportunities and minimise financial 

ƧŜƻǇŀǊŘȅΦ ¢ƘŜ ǎŎƛŜƴŎŜ ǘŜƭƭǎ ǳǎ ǿŜ ŘƻƴΩǘ ƘŀǾŜ ǘƛƳŜ ǘƻ Ǝƻ ǎŜŎǘƻǊ  

by sector; it requires transformation of the whole economy. 

Vietnam, the Philippines and Indonesia have many allies that 

stand ready to share their own struggles and success stories as 

ŀƴ ƛƴǇǳǘ ƛƴǘƻ {ƻǳǘƘŜŀǎǘ !ǎƛŀΩǎ ƧƻǳǊƴŜȅ ǘƻǿŀǊŘ ŀ ƭƻǿ carbon and 

resilient economy for their populations.  
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Chapter 1 
Why? The imperative to act  

The speed of the energy transition and low carbon 

transformation in Vietnam, Indonesia and the Philippines is 

determined by national conditions and based on perceptions of 

national interest, but within a global context which is evolving 

very fast on a number of fronts. Why should Vietnam, Indonesia 

and the Philippines increase the pace and scale of their 

ǘǊŀƴǎƛǘƛƻƴ ǘƻ ŀ ƭƻǿ ŎŀǊōƻƴ ŜŎƻƴƻƳƛŎ ƎǊƻǿǘƘ ƳƻŘŜƭΚ ²ƘŀǘΩǎ ƛƴ ƛǘ 

for them? 
 

Progress in Asia will be the major factor shaping ǘƘŜ ǿƻǊƭŘΩǎ ŎƭƛƳŀǘŜ ŎƘŀƴƎŜ 

mitigation response. If it continues on its current path the region risks investing 

in carbon lock-in to a degree that endangers the goals of the Paris Agreement 

and threatens their own economies as Asian countries are at risk of suffering 

from some of the most severe impacts of climate change. First and foremost, the 

countries must absorb and be guided by the imperative to act and see it as 

critical to their national interest.  

 

The investment landscape is becoming greener  

The investment landscape is waking up to the risks of the change in climate and 

how that translates into financial risks for the system. In a growing number of 

markets, responsible practices and sustainability factors are being embedded 

into finance. There is a real momentum gathering within the global financial 

system to align private sector financial flows with the goals of the Paris 

Agreement and shift from unsustainable to sustainable infrastructure 

investments and economic activities.  

 

The International Monetary Fund (IMF) is preparing to integrate climate risks 

into their surveillance work imminently, especially for countries they work in that 

ŀǊŜ ōƛƎ ŜƳƛǘǘŜǊǎ ƻǊ ŀǘ ƘƛƎƘ Ǌƛǎƪ ƻŦ ŎŀǊōƻƴ ǎƘƻŎƪǎΦ !ŎŎƻǊŘƛƴƎ ǘƻ ǘƘŜ CǳƴŘΩǎ new 

Managing Director, Kristalina Georgieva, άǘƘŜǊŜ ƛǎ ƴƻ ǿŀȅ ǘƻ ŀŘŘǊŜǎǎ ǘƘŜ 
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ŦǳƴŘŀƳŜƴǘŀƭǎ ƻŦ ǘƘŜƛǊ ŜŎƻƴƻƳƛŜǎ ǿƛǘƘƻǳǘ ƭƻƻƪƛƴƎ ŀǘ ŎƭƛƳŀǘŜ ǊƛǎƪǎΦέ9 The IMF 

announcement builds on initiatives such as the Task Force on Climate-related 

Financial Disclosure (TCFD) and the European Sustainable Finance Action Plan 

that have emerged to help quantify and increase transparency around how 

climate change could affect the bottom line of companies worldwide. On the 

regulatory side, central banks have come together in the Network for Greening 

the Financial System to work together on the macroeconomic risk inherent in 

the climate crisis. And the Coalition of Finance Ministers for Climate Action is 

growing in strength and working together to practically apply the Helsinki 

Principles. Climate-related stress tests on financial institutions is a trend 

expected to intensify: Malaysia Central Bank is the first in the region to require 

all financial institutions to report their exposure to climate risks. The information 

it gathers will ōŜ ǳǎŜŘ ǘƻ ǎŜǘ ǊŜƎǳƭŀǘƻǊȅ ǎǘŀƴŘŀǊŘǎ ƛƴ {ƻǳǘƘŜŀǎǘ !ǎƛŀΩǎ ǘƘƛǊŘ 

biggest economy.  

 

In a sign of this trend, over 110 financial institutions have implemented policies 

restricting lending to coal power including Asian financiers DBS, OCBC, UOB and 

Mitsubishi UFJ.10 SingaporeΩs Temasek Holdings declined to be a cornerstone 

investor in Saudi AramcoΩs initial public offering allegedly because it has set a 

goal to reduce the carbon emissions of its portfolio companies by 50 per cent by 

2030. These data points and initiatives described above share a common 

objective: Vietnam, Indonesia and the Philippines will do well to get a head of 

this trend, minimise their financial jeopardy and position themselves to access 

growing pools of green capital.  

 

Increasing fossil fuel dependency gives rise to energy security concerns 

Over the long term, meeting growing energy demand through fossil fuels alone 

will come at the expense of energy security, with costs borne by exporters and 

importers and economic stability. Ensuring the security of fuel supply to meet 

long-term economy-wide needs is a priority across Southeast Asia.  

 

Indonesia is a net energy exporter. Although it exports significant amounts of 

coal and gas in the region, it remains a net importer of oil.11 Vietnam and the 

Philippines, on the other hand, are net energy importers and highly dependent 

on imported fossil fuels, particularly oil and coal to meet energy demand in the 

 
9 Bloomberg News όhŎǘƻōŜǊ мс нлмфύΣ ΨLaC ²ƛƭƭ LƴŎƭǳŘŜ /ƭƛƳŀǘŜ ƛƴ /ƻǳƴǘǊȅ !ƴŀƭȅǎƛǎΣ DŜƻǊƎƛŜǾŀ {ŀȅǎΩ 
https://www.bloomberg.com/news/articles/2019-10-16/imf-will-include-climate-in-country-analysis-georgieva-says. 

10 Dƭƻōŀƭ 9ƴŜǊƎȅ aƻƴƛǘƻǊ όhŎǘƻōŜǊ но нлмфύ Ψ ΨMore fizz than boom: 2019 sees coal plant growth in Southeast Asia 
dwindling as pipeline continues to shrink https://globalenergymonitor.org/384-2/   

11 LƴǘŜǊƴŀǘƛƻƴŀƭ 9ƴŜǊƎȅ !ƎŜƴŎȅΣ Ψ{ǘŀǘƛǎǘƛŎǎΥ Dƭƻōŀƭ ŜƴŜǊƎȅ ŘŀǘŀΩΣ https://www.iea.org/statistics . 

https://www.bloomberg.com/news/articles/2019-10-16/imf-will-include-climate-in-country-analysis-georgieva-says
https://globalenergymonitor.org/384-2/
https://www.iea.org/statistics
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transport and industry sectors. The Philippines had the largest coal imports  

(in absolute terms) amongst the three focus countries, coal imports grew 

particularly fast in Vietnam. Indonesia, Vietnam and the Philippines are exposed 

to commodity markets and have to pay close attention to implications on their 

trade balance, energy independence and affordability for energy consumers. 

Diversification of energy supply through renewable energy sources and 

improvements in energy efficiency and demand response management makes a 

compelling national interest argument, in addition to the clear environmental, 

health and socio-economic benefits. And it is in keeping with the political 

ǊƘŜǘƻǊƛŎ ƻŦ LƴŘƻƴŜǎƛŀΩǎ ƴŀǘƛƻƴŀƭƛǎƳ ǘƻǿŀǊŘǎ ƴŀǘǳǊŀƭ ǊŜǎƻǳǊŎŜǎ ŎŀƭƭƛƴƎ ŦƻǊ ŀ ǘǿŜŀƪ 

ŦǊƻƳ άƛǘΩǎ ƻǳǊǎ ǎƻ ǿŜ ǿƛƭƭ ōǳǊƴ ƛǘέ ǘƻ άƛǘΩǎ ƻǳǊǎ ǎƻ ǿŜ ǿƛƭƭ ƘŀǊƴŜǎǎ ƛǘέΦ From 

±ƛŜǘƴŀƳΩǎ ǇŜǊǎǇŜŎǘƛǾŜΣ ƘŀǊƴŜǎǎƛƴƎ ƛǘǎ ƻǿƴ ŜƴŜǊƎȅ ǊŜǎƻǳǊŎŜǎ Ƴŀȅ ŀƭǎƻ ǊŜŘǳce 

geopolitical tensions caused by having to pick sides between importing more 

coal from China or natural gas from the United States.  

 

Younger generation is demanding action and climate ambition  

A growing number of citizens ς and investors ς are angry with the status quo and 

are demanding decisive action. On the streets, in City Halls and in boardrooms a 

new fault line is emerging between old and young generations, and this is true in 

the Philippines, Indonesia and Vietnam as much as everywhere else. Millennials 

are shortly to become the largest age demographic in the world: more than two 

billion people. Almost 60 per cent of them are based in Asia. By 2050, they will 

ŎƻƴǘǊƻƭ ŀōƻǳǘ ¦{5 ол ǘǊƛƭƭƛƻƴ ƻŦ ǘƘŜ ǿƻǊƭŘΩǎ ǇǊƛǾŀǘŜ ǿŜŀƭǘƘΦ12  

 

The upsurge in youth activism over the past year has altered the terms of debate 

as climate fears rise. Alarmed by predictions of climate impacts and driven to 

desperation by the repeated failures of national and international institutions, 

young people are taking to the streets demanding action from political leaders, 

and they are being listened to. The global turnout around the UN Summit in 

September 2019 was estimated to be around four million. Youth protestors and 

activists want big, rich countries and companies to pivot the global economy 

away from fossil fuels to zero carbon economic activities across the board.  

The number one demand from the UN Secretary General and the people on the 

streets was a bold call to stop building new coal projects from 2020 onwards ς 

ǇŀǊǘƛŎǳƭŀǊƭȅ ǿƛǘƘ ǘŀȄǇŀȅŜǊǎΩ ƳƻƴŜȅΦ  

 

 
12 https://www.eastspring.com/insights/millennials-and-artificial-intelligence 

 

https://www.eastspring.com/insights/millennials-and-artificial-intelligence
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Vietnam, Indonesia and the Philippines have populations with 37, 44 and 50 per 

cent under the age of twenty (respectively) who have grown-up with the reality 

of climate change.13 While awareness among these populations may be starting 

from a low base, they represent high penetration rates of social media ς 71 per 

cent in the Philippines in 2019.14 Increasing numbers of young people lament the 

effects of climate change in their communities and lived experience and fear the 

future they face. It is only a matter of time before younger generations in 

Southeast Asia get angry and demand action. At the ballot box or by taking to the 

streets, they will find ways to make their voices heard.  

 

Air pollution is an emerging political issue 

Air pollution is becoming a major public concern in Vietnam, Indonesia and the 

tƘƛƭƛǇǇƛƴŜǎΦ ±ƛŜǘƴŀƳΩǎ ŜƴǘƛǊŜ ǇƻǇǳƭŀǘƛƻƴ ƛǎ ŜȄǇƻǎŜŘ ǘƻ taнΦр ƭŜǾŜƭǎ ŜȄŎŜŜŘƛƴƎ 

WHO standards.15 Approximately 40,000 deaths, representing economic losses 

of five to seven per cent of GDP, were caused by air pollution in 2017.16 Urban 

residents, especially in Hanoi, have growing concerns over the health impacts of 

air pollution linked to nearby coal power plants and heavy industry.17 LƴŘƻƴŜǎƛŀΩǎ 

capital, Jakarta, is one of the most polluted cities in Southeast Asia ς air pollution 

levels exceed both national and WHO standards.18 This year, a group of Jakarta 

residents brought a lawsuit against the government over harmful levels of air 

pollution linked to vehicle and coal power plant emissions.19  

 

In the Philippines, one in four deaths is attributed to air pollution, making it the 

country with the third highest mortality rate linked to air pollution in the world.20 

Metro Manila is particularly affected and local citizens have taken legal action 

 
13 World Bank Data (2018), https://data.worldbank.org/ . 

14 {ǘŀǘƛǎǘŀ όнлмфύΣ Ψ!ŎǘƛǾŜ ǎƻŎƛŀƭ ƴŜǘǿƻǊƪ ǇŜƴŜǘǊŀǘƛƻƴ ƛƴ ǎŜƭŜŎǘŜŘ ŎƻǳƴǘǊƛŜǎ ŀǎ ƻŦ WŀƴǳŀǊȅ нлмфΩΣ 
https://www.statista.com/statistics/282846/regular-social-networking-usage-penetration-worldwide-by-country/. 

15 World Bank Data (2018), https://data.worldbank.org/ . 

16 ±ƛŜǘƴŀƳ LƴǎƛŘŜǊ όнлмуύΣΩ !ƛǊ Ǉƻƭƭǳǘƛƻƴ ƛǎ ±ƛŜǘƴŀƳΩǎ ǎƛƭŜƴǘ ƪƛƭƭŜǊΩΣ https://vietnaminsider.vn/air -pollution-vietnams-
silent-killer/   

17 DǊŜŜƴL5 όнлмфύΣ Ψ!ƛǊ vǳŀƭƛǘȅ wŜǇƻǊǘ нлмуΩΣ 
http://en.greenidvietnam.org.vn//app/webroot/upload/admin/files/BCCLKK%202018_16_07_2019_Final%20ti%E1%B
A%BFng%20anh_b%E1%BA%A3n%20online.pdf. 

18 ²ƻǊƭŘ .ŀƴƪ 5ŀǘŀ όнлмтύΣ ΨtaнΦр ŀƛǊ ǇƻƭƭǳǘƛƻƴΣ ǇƻǇǳƭŀǘƛƻƴ ŜȄǇƻǎŜŘ ǘƻ ƭŜǾŜƭǎ ŜȄŎŜŜŘƛƴƎ ²Ih ƎǳƛŘŜƭƛƴŜ ǾŀƭǳŜ ό҈ ƻŦ 
ǘƻǘŀƭύΩΣ https://data.wo rldbank.org/indicator/EN.ATM.PM25.MC.ZS 

19 ¢ƘŜ DǳŀǊŘƛŀƴ όнлмфύΣ ΨWŀƪŀǊǘŀ ǊŜǎƛŘŜƴǘǎ ǘƻ ǎǳŜ ƎƻǾŜǊƴƳŜƴǘ ƻǾŜǊ ǎŜǾŜǊŜ ŀƛǊ ǇƻƭƭǳǘƛƻƴΩ 
https://www.theguardian.com/world/2019/jul/02/jakarta -residents-to-sue-government-over-severe-air-pollution. 

20 ¢ƘŜ tƘƛƭƛǇǇƛƴŜ {ǘŀǊ όнлмуύΣ Ψ!ǊŜ CƛƭƛǇƛƴƻǎ ŜȄǇŜǊƛŜƴŎƛƴƎ ΨǿƛƭŘŦƛǊŜΩ Ǉƻƭƭǳǘƛƻƴ ŜǾŜǊȅ ŘŀȅΚΩΣ 
https://www.philstar.com/business/motoring/2018/11/28/1872203/are-filipinos-experiencing-wildfire-pollution-
every-day. 

 

https://data.worldbank.org/
https://www.statista.com/statistics/282846/regular-social-networking-usage-penetration-worldwide-by-country/
https://data.worldbank.org/
https://vietnaminsider.vn/air-pollution-vietnams-silent-killer/
https://vietnaminsider.vn/air-pollution-vietnams-silent-killer/
http://en.greenidvietnam.org.vn/app/webroot/upload/admin/files/BCCLKK%202018_16_07_2019_Final%20ti%E1%BA%BFng%20anh_b%E1%BA%A3n%20online.pdf
http://en.greenidvietnam.org.vn/app/webroot/upload/admin/files/BCCLKK%202018_16_07_2019_Final%20ti%E1%BA%BFng%20anh_b%E1%BA%A3n%20online.pdf
https://data.worldbank.org/indicator/EN.ATM.PM25.MC.ZS
https://www.theguardian.com/world/2019/jul/02/jakarta-residents-to-sue-government-over-severe-air-pollution
https://www.philstar.com/business/motoring/2018/11/28/1872203/are-filipinos-experiencing-wildfire-pollution-every-day
https://www.philstar.com/business/motoring/2018/11/28/1872203/are-filipinos-experiencing-wildfire-pollution-every-day
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against the Philippine government for failing to reduce harmful levels of vehicle 

emissions as mandated by the 1999 Clean Air Act.21  

 

While growing public concern over air pollution is not directly linked to climate 

change, decarbonisation across the economy, including industry and transport, 

has important co-benefits ς renewables bring the promise of cleaner and  

safer air. 
 

Net zero is becoming the new normal 

Incremental steps and policy making are just not going to be adequate to meet 

rising public concern over air pollution or demands from the younger generation 

for climate action and ambition. Nor will incrementalism avoid the terrible 

impacts predicted by scientists. The IPCC 2018 report found that achieving  

the 1.5°C target requires emissions to decrease to net zero by 2050. 

Transformational change is now the order of the day. 

 

To date, 24 countries in the world have joined the Carbon Neutrality Coalition, 

none yet from Southeast Asia. They have pledged to develop long-term 

stratŜƎƛŜǎ ōȅ ǘƘŜ ŜƴŘ ƻŦ нлнл ƛƴ ƭƛƴŜ ǿƛǘƘ ǘƘŜ ǎŎƛŜƴŎŜ ǘƻ ŀŎƘƛŜǾŜ ŀ άǘǊƛǇƭŜ ǿƛƴέ ƻŦ 

reaping the socio-economic benefits of the transition, building climate resilient 

economies and accelerating global climate action at the necessary speed and 

scale.22 The Carbon Neutrality Coalition now includes six of the G7 members and 

accounts for 15 per cent of global CO2 emissions and nearly 30 per cent of global 

GDP.23 Sweden, France and the United Kingdom have enshrined net zero in 

legislation, with legislation pending in Chile, New Zealand and Fiji.24 These 

countries may make different choices and focus on different sectors but by 

setting a clear direction of travel they have sent a critical signal to incentivise 

investment flows and technological innovation, while maintaining political  

and public support. 

 

Tackling climate change requires transformation of the whole of the economy 

and requires all of society. This is becoming the frame of reference and 

framework for action. Governments need a compelling package of reforms 

 
21 tƘƛƭƛǇǇƛƴŜ 5ŀƛƭȅ LƴǉǳƛǊŜǊ όнлмрύΣ Ψ[ŀǿǎǳƛǘǎ ƳǳƭƭŜŘ ƻǾŜǊ ŀƛǊ ǇƻƭƭǳǘƛƻƴΩΣ https://newsinfo.inquirer.net/667944/lawsuits-
mulled-over-air-pollution. 

22 The 24 countries signed up to the Carbon Neutrality Coalition are: Austria, Canada, Chile, Costa Rica, Colombia, 
Denmark, Ethiopia, Finland, France, Germany, Iceland, Italy, Japan, Luxembourg, Marshall Islands, Mexico, the 
Netherlands, New Zealand, Norway, Portugal, Spain, Sweden, Timor-Leste, United Kingdom. https://www.carbon -
neutrality.global 

23 https://www.carbon -neutrality.global/carbon-neutrality-coalition-welcomes-new-members-pledges-renewed-
ambition-at-un-climate-action-summit/ 

24 https://eciu.net/netzerotracker  

https://newsinfo.inquirer.net/667944/lawsuits-mulled-over-air-pollution
https://newsinfo.inquirer.net/667944/lawsuits-mulled-over-air-pollution
https://www.carbon-neutrality.global/
https://www.carbon-neutrality.global/
https://www.carbon-neutrality.global/carbon-neutrality-coalition-welcomes-new-members-pledges-renewed-ambition-at-un-climate-action-summit/
https://www.carbon-neutrality.global/carbon-neutrality-coalition-welcomes-new-members-pledges-renewed-ambition-at-un-climate-action-summit/
https://eciu.net/netzerotracker
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beyond the energy sector, including an industrial strategy to give confidence that 

industries can compete in a net zero world; a labour policy to give confidence to 

workers that they will have a job; and a new social contract with help for those 

who have to transition and maintain intergenerational support.  

 

To mitigate dangerous domestic impacts of a warming world  

Technical discourse about temperature goals and carbon budgets can numb us 

to what this means in actual lived experience for human beings around the globe 

and the natural ecosystems we enjoy, as well as the economies we rely upon. 

The people living in Southeast Asia, and the Asia-Pacific in general, are uniquely 

exposed to physical risks from climate change. In a study by HSBC bank of 67 

countries worldwide, South and Southeast Asian countries represented five of 

the top ten most vulnerable countries examined.25 Focusing on the Asia-Pacific 

region, a major report by the Asian Development Bank (AsDB) and the Potsdam 

Institute (PIK) found that climate change risks posed significant challenges to 

agriculture, marine ecosystems, human health, urban areas, security, migration, 

and trade networks.26 

 

The Fifth Assessment Report (AR5) of the IPCC identifies the key regional risks for 

!ǎƛŀ ŀǎ ōŜƛƴƎ όмύ άƛƴŎǊŜŀǎŜŘ ŦƭƻƻŘ ŘŀƳŀƎŜ ǘƻ ƛƴŦǊŀǎǘǊǳŎǘǳǊŜΣ ƭƛǾŜƭƛƘƻƻŘǎ ŀƴŘ 

ǎŜǘǘƭŜƳŜƴǘǎέΣ όнύ άƘŜŀǘ-ǊŜƭŀǘŜŘ ƘǳƳŀƴ ƳƻǊǘŀƭƛǘȅέΣ ŀƴŘ όоύ άƛƴŎǊŜŀǎŜŘ ŘǊƻǳƎƘǘ-

related water and ŦƻƻŘ ǎƘƻǊǘŀƎŜέΦ CƻǊ ōƻǘƘ ǘƘŜ ǎƳŀƭƭ ƛǎƭŀƴŘǎ ŀƴŘ !ǳǎǘǊŀƭŀǎƛŀΣ ǘƘŜ 

Lt// ŀƭǎƻ ƴƻǘŜ άǊƛǎƪǎ ŦƻǊ ƭƻǿ-ƭȅƛƴƎ Ŏƻŀǎǘŀƭ ŀǊŜŀǎέΦ ¢ƘŜ ǎƳŀƭƭ ƛǎƭŀƴŘǎΣ ƛƴ ǇŀǊǘƛŎǳƭŀǊΣ 

ŦŀŎŜ άƭƻǎǎ ƻŦ ƭƛǾŜƭƛƘƻƻŘǎΣ ǎŜǘǘƭŜƳŜƴǘǎΣ ƛƴŦǊŀǎǘǊǳŎǘǳǊŜΣ ŜŎƻǎȅǎǘŜƳ ǎŜǊǾƛŎŜǎ ŀƴŘ 

ŜŎƻƴƻƳƛŎ ǎǘŀōƛƭƛǘȅέΦ27 Countries such as Indonesia, Vietnam, and the Philippines 

face high climate vulnerability given their extensive coastal land area, large 

agrarian populations, and remote communities. According to the Global 

Commission on Adaptation, these countries will face significant challenges to 

agriculture due to temperature extremes during the growing season.28  

 

The Global Commission on Adaptation has developed recommendations for 

how governments can protect vulnerable communities and deliver resilience 

across different sectors ς whilst observing that adaptation becomes increasingly 

difficult at higher levels of warming and that global mitigation efforts are critical 

for the survivability of some communities.29 

 
25 HSBC (2018) Fragile Planet: Scoring climate risks around the world 

26 ADB (2017) A Region at Risk: The Human Dimensions of Climate Change in Asia and the Pacific 

27 IPCC (2014) AR5 Synthesis Report 

28 Global Commission on Adaptation (2019) 

29 Global Commission on Adaptation (2019) 

https://www.sustainablefinance.hsbc.com/-/media/gbm/reports/sustainable-financing/fragile-planet.pdf
https://www.adb.org/sites/default/files/publication/325251/region-risk-climate-change.pdf
https://ar5-syr.ipcc.ch/ipcc/ipcc/resources/pdf/IPCC_SynthesisReport.pdf
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To get ahead of the global trend away from coal toward renewable 

It is in this context that the growth of the coal pipeline in Southeast Asia must be 

seen. While the share of coal in the power mix increased in the region in 2018 

and coal demand is projected to rise steadily over the coming decades, projects 

are facing headwinds. New data from Global Energy Monitor (GEM) reveals that 

there is a disconnect between the coal power pre-construction pipeline in 

Southeast Asia and the coal power capacity entering construction. Only 

Indonesia saw new coal-fired power enter into construction in the first six 

months of 2019.30 It seems many new permits are on hold and according to GEM 

this is the second year in a row in which the regional coal pipeline has declined 

sharply. In the first six months of 2019, 1,500 MW entered the construction 

phase, down from 2,744 MW in 2018.31 This is a dramatic decline since peaking 

at 12,920 MW in 2016.32  

 

This decline reflects a trend away from coal power in other parts of Southeast 

Asia and around the globe. Thailand, for example, released its new power 

development plan which removed two large coal plants, the 800 MW Krabi and 

2,200 MW Thepa.33 The 3,200 MW Thap Sakae was also cancelled due to 

community opposition. Thailand is instead preparing to tender plans for  

2,700 MW of floating solar.34 The shift from coal to renewables is being 

witnessed around the world. The coal sector is being challenged on three fronts: 

there is significant and growing community opposition to the construction of 

coal plants due to the high levels of pollution and negative health impacts; 

financial institutions are implementing policies that restrict or prohibit lending to 

coal power; and renewable energy technology is undercutting coal in terms of 

quality and cost.  

 

¢ƘŜ L9!Ωǎ ǊŜŎŜƴǘƭȅ-released Renewables 2019 report suggests that output from 

renewable sources of electricity could match the output of ǘƘŜ ǿƻǊƭŘΩǎ Ŏƻŀƭ-fired 

power stations by 2024, if issues such as grid integration, policy uncertainty and 

financing challenges are addressed. This is according to analysis by Carbon Brief 

of ǘƘŜ L9!Ωǎ άŀŎŎŜƭŜǊŀǘŜŘ ŎŀǎŜέ ƛƴ ǿƘƛŎƘ ǘƘŜ ŎƻƳōƛƴŜŘ ŎŀǇŀŎƛǘȅ ƻŦ Ƙȅdro, wind, 

 
30 More fizz than boom: 2019 sees coal plant growth in Southeast Asia dwindling as pipeline continues to shrink. 
https://globalenergymonitor.org/384-2/  

31 Ibid 

32 Ibid 

33 Ibid 

34 Ibid 

 

Output from 

renewable sources 

of electricity could 

match the output 

ƻŦ ǘƘŜ ǿƻǊƭŘΩǎ  

coal-fired power 

stations by 2024. 

https://globalenergymonitor.org/384-2/
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solar and biomass increases by more than 60 per cent over the next five years, 

with annual capacity additions hitting 280GW by 2024.35 Even in ǘƘŜ L9!Ωǎ άōŀǎŜ 

ŎŀǎŜέΣ ǊŜƴŜǿŀōƭŜ ŎŀǇŀŎƛǘȅ ƛǎ ǎŜǘ ǘƻ ŜȄǇŀƴŘ ōȅ ƴŜŀǊƭȅ рл per cent globally.  

 

In their 2019 Southeast Asia Energy Outlook, the IEA forecast the share of 

renewables in the power generation will rise from a baseline of 24 per cent  

(18 per cent of which is hydropower) to 30 per cent in the Stated Policies 

Scenario ς which is the path the region is currently on. In their Sustainable 

Development Scenario, the share of renewables in generation triples to around 

70 per cent by 2040, cutting emissions trajectory in half with this one measure. 

Of note for Indonesia in particular, the IEA also forecast a global increase of one 

quarter in total biofuel output by 2024 as government efforts to accelerate 

decarbonisation shift towards transport.  

 

The dilemma for governments in Vietnam, Indonesia and the Philippines is if they 

turn away from coal, how can the growing energy demand be met? Choosing 

renewable energy is a risky decision, but with high rewards. Vietnam is a case in 

point: careful management of a fledgling Vietnamese FiT programme produced a 

flurry of solar capacity installation in a relatively short period. Such success can 

inspire and serve as a model for other SEA countries where investors and 

developers unfamiliar with the technology are hesitant to engage. ±ƛŜǘƴŀƳΩǎ 

experience proves that a rapid scale-up of renewable energy is possible. The 

critical challenge is to replicate this success throughout the region.  
  

 
35 /ŀǊōƻƴ .ǊƛŜŦ όнлмфύ Ψ!ƴŀƭȅǎƛǎΥ wŜƴŜǿŀōƭŜǎ ŎƻǳƭŘ ƳŀǘŎƘ Ŏƻŀƭ ǇƻǿŜǊ ǿƛǘƘƛƴ р ȅŜŀǊǎΣ L9! ǊŜǾŜŀƭǎΩ 
https://www.carbonbrief.org/analysis-renewables-could-match-coal-power-within-5-years-iea-reveals  

±ƛŜǘƴŀƳΩǎ 

experience proves 

that a rapid scale-

up of renewable 

energy is possible. 

https://www.carbonbrief.org/analysis-renewables-could-match-coal-power-within-5-years-iea-reveals
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±ƛŜǘƴŀƳΩǎ growth in solar capacity exceeded expectations 

With demand for electricity growing at 9 per cent per annum, more than the 

rate of economic growth at 7 per cent, few would have identified Vietnam 

as a country where rapid renewables build-out could take place. However, 

with its coal pipeline under increased scrutiny, and many projects put on 

hold, the government of Vietnam opted to try something new and launched 

a feed-in tariff (FiT) for solar PV. From a total of 150 MW of solar power 

capacity installed as of April 2019, the expiry of the attractive FiT of  

USD 0.09/kWh for 20 years triggered a huge rush so that by 30 June 2019,  

a total of 82 solar plants with a cumulative capacity of 4.46 GW had been 

connected to the grid, exceeding all expectations. Solar power now 

accounts for 8.28 per cent ƻŦ ±ƛŜǘƴŀƳΩǎ ŜƭŜŎǘǊƛŎƛǘȅ ŎŀǇŀŎƛǘȅΦ  

 

This is an extraordinary result that validates the clean energy priorities of 

the Vietnamese government. Having done such a good job of the first FiT, 

the Ministry of Industry and Trade is presently consulting on a sophisticated 

second round of support for grid-connected projects between 1 July 2019 

and 31 December 2021 in which rates will vary to encourage large-scale and 

floating solar projects, and drive new capacity to under-served areas. 

 

To fulfil national commitments to the global fight against climate change 

On 5 October 2016, the threshold was achieved for the entry into force of the 

Paris Agreement ς the landmark agreement to combat climate change, adapt to 

its effects, and to accelerate and intensify the actions and investments needed 

for a sustainable low carbon future. For the first time, the Paris Agreement binds 

together all nations, including Vietnam, the Philippines and Indonesia, into a 

common cause to undertake ambitious efforts to limit global temperature rise 

this century to less than 2°C above pre-industrial levels and to pursue efforts to 

limit temperature increase to 1.5°C. The Paris Agreement is based by design on 

action from the bottom up and its credibility in part relies on evidence that each 

Party is implementing what they determine to be an ambitious national 

contribution to the global fight against climate change.  

 

Indonesia submitted its Nationally Determined Contribution (NDC) committing to 

reduce GHG emissions by 26 per cent (41 per cent with international support) 
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against the business as usual scenario (BAU) by 2020.36 Vietnam committed to 

reduce GHG emissions by 8 per cent by 2030 compared to the BAU (25 per cent 

with international support),37 and the Philippines a 70 per cent reduction by 

2030 relative to its BAU scenario of 2000ς2030.38 The imperative to act stems in 

part from these nationally-determined pledges to do so. 

 

The internationally-ǊŜǎǇŜŎǘŜŘ Ψ/ƭƛƳŀǘŜ !Ŏǘƛƻƴ ¢ǊŀŎƪŜǊΩ ǇǊƻǾƛŘŜǎ ŎƻƳǇŀǊŀǘƛǾŜ 

analysis of a G20 ŎƻǳƴǘǊȅΩǎ b5/ ŀǎ ǿŜƭƭ ŀǎ ǊŜŀƭ-time performance data. According 

to their analysis, IndonesiaΩǎ b5/ ƛǎ ǊŀǘŜŘ ŀǎ άƘƛƎƘƭȅ ƛƴǎǳŦŦƛŎƛŜƴǘέ ŀǎ ƛǘ ƛǎ ƻǳǘǎƛŘŜ 

their fair share range and not at all compatible with a 2°C let alone a 1.5°C 

trajectory. They have not yet analysed the NDCs from Vietnam or the Philippines. 

Cognizant that the aggregated NDCs do not Ǉǳǘ ǘƘŜ ǿƻǊƭŘ ƻƴ ŀ άǿŜƭƭ ōŜƭƻǿ н°/έ 

trajectory, the Paris Agreement incorporated a so-ŎŀƭƭŜŘ ΨǊŀǘŎƘŜǘ ƳŜŎƘŀƴƛǎƳΩ ƛƴ 

that every five years Parties are expected to review and enhance their NDCs so 

this gap can be closed. The first test of the ratchet mechanism will be at the 

Conference of the Parties (COP26) in 2020 in Glasgow, Scotland.  

 

The IPCC reported last year that if countries aim to limit global warming to 1.5°C 

this century, they would need to halve global GHG emissions by 2030; become 

carbon-neutral by 2050; and then go carbon-negative thereafter.39 Further 

recent analysis in Nature confirms that committed emissions globally from 

existing and proposed energy infrastructure (about 846 Gt CO2) represent 

significantly more than the entire remaining carbon budget if global warming is 

to be limited to 1.5°C with a probability of 50 to 60 per cent (420ς580Gt CO2). 

¢Ƙŀǘ ƳŜŀƴǎ ǾƛǊǘǳŀƭƭȅ ŀƭƭ ƻŦ ǘƘŜ ǇƭŀƴŜǘΩǎ ŜȄƛǎǘƛƴƎ Ŏƻŀƭ-fired plants would need to 

close by 2050 at the latest, and there is no atmospheric space for the emissions 

of any new coal plants. Repeat: there is no more room for new coal plants.  

The UN Secretary General has been a forceful advocate to stop the development 

of new coal-fired power plants after 2020 using a Summit for world leaders in 

September 2019 to put the world on notice to end the use of coal before the 

planetΩǎ ǘŜƳǇŜǊŀǘǳǊŜ ǊƛǎŜ reaches 1.5°C. 

  

 
36 wŜǇǳōƭƛŎ ƻŦ LƴŘƻƴŜǎƛŀ όнлмсύΣ ΨCƛǊǎǘ bŀǘƛƻƴŀƭƭȅ 5ŜǘŜǊƳƛƴŜŘ /ƻƴǘǊƛōǳǘƛƻƴΩΣ 
https://www4.unfccc.int/sites/ndcstaging/PublishedDocuments/Indonesia%20First/First%20NDC%20Indonesia_submi
tted%20to%20UNFCCC%20Set_November%20%202016.pdf. 

37 DƻǾŜǊƴƳŜƴǘ ƻŦ ±ƛŜǘƴŀƳ όнлмсύΣ ΨLƴǘŜƴŘŜŘ bŀǘƛƻƴŀƭƭȅ 5ŜǘŜǊƳƛƴŜŘ /ƻƴǘǊƛōǳǘƛƻƴΩΣ 
https://www4.unfccc.int/sites/ndcstaging/PublishedDocuments/Viet%20Nam%20First/VIETNAM%27S%20INDC.pdf. 

38 wŜǇǳōƭƛŎ ƻŦ ǘƘŜ tƘƛƭƛǇǇƛƴŜǎ όнлмрύΣ ΨLƴǘŜƴŘŜŘ bŀǘƛƻƴŀƭƭȅ 5ŜǘŜǊƳƛƴŜŘ /ƻƴǘǊƛōǳǘƛƻƴǎΨΣ 
https://www4.unfccc.int/sites/submissions/INDC/Published%20Documents/Philippines/1/Philippines%20-
%20Final%20INDC%20submission.pdf. 

39 LƴǘŜǊƎƻǾŜǊƴƳŜƴǘŀƭ tŀƴŜƭ ƻƴ /ƭƛƳŀǘŜ /ƘŀƴƎŜ όнлмуύΣ Ψ{ǇŜŎƛŀƭ wŜǇƻǊǘΥ Dƭƻōŀƭ ǿŀǊƳƛƴƎ ƻŦ мΦрϲ /ΩΣ 
https://www.ipcc.ch/sr15/ . 

https://www4.unfccc.int/sites/ndcstaging/PublishedDocuments/Indonesia%20First/First%20NDC%20Indonesia_submitted%20to%20UNFCCC%20Set_November%20%202016.pdf
https://www4.unfccc.int/sites/ndcstaging/PublishedDocuments/Indonesia%20First/First%20NDC%20Indonesia_submitted%20to%20UNFCCC%20Set_November%20%202016.pdf
https://www4.unfccc.int/sites/ndcstaging/PublishedDocuments/Viet%20Nam%20First/VIETNAM%27S%20INDC.pdf
https://www4.unfccc.int/sites/submissions/INDC/Published%20Documents/Philippines/1/Philippines%20-%20Final%20INDC%20submission.pdf
https://www4.unfccc.int/sites/submissions/INDC/Published%20Documents/Philippines/1/Philippines%20-%20Final%20INDC%20submission.pdf
https://www.ipcc.ch/sr15/
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Chapter 2 
What needs to happen?  
Energy transition and economic 
transformation 

Vietnam, Indonesia and the Philippines will continue to be 

affected by the global trends and impacts of a changing climate. 

An incremental transition is unlikely to offer the safest nor 

optimal change trajectory, so it is worthwhile to consider 

options for accelerating the pace of change. To assess various 

options it is necessary to first establish a baseline scenario and 

then consider different possible destinations over a given 

timeframe.  
 

The context is changing very fast both globally and in the region. There is no one 

country that has a development model that is zero-carbon and resilient to the 

changing climate. No country is yet doing enough or what it takes, and there is 

ƴƻ ΨƻƴŜ-size-fits-ŀƭƭΩ ŎƭƛƳŀǘŜ ŦƛȄΦ 5ƛŦŦŜǊŜƴǘ ŀŎǘƻǊǎ Ŏŀƴ ƻŦŦŜǊ ŘƛŦŦŜǊŜƴǘ ǎƻƭǳǘƛƻƴǎ ŀƴŘ 

pieces of the puzzle and countries at all levels of development need to innovate, 

learn and transfer knowledge.  

 

Characteristics of an energy system transition  

In modelling an energy transition, the various scenarios are based on vastly 

different assumptions about the temperature target, the technology mix and the 

pace and scale of deployment and innovation. The underlying methodology and 

assumptions made are critically important as they plot out different pathways 

and technology choices. Decision-makers need to familiarise themselves with the 

scientific underpinning as they determine the risk ς return ratios and decide 

where to invest their political and financial capital. For the purposes of this 

ǇŀǇŜǊΣ ǘƘŜ Lt//Ωǎ нлму ǊŜǇƻǊǘ ǇǊƻǾƛŘŜǎ ŀ Ǌƻōǳǎǘ ǎȅƴǘƘŜǎƛǎ ŀǎ ƛǘ ƛǎ ōŀǎŜŘ ƻƴ ŀ 

review of 90 scenarios that would limit the average global temperature to 1.5°C, 

the safest and most ambitious end of the Paris Agreement spectrum. 
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The important point is that while there are many different pathways to this 

destination, they generally share a number of key aspects: First, global emissions 

must decline to net zero by around 2050. Second,  all pathways require radical 

and, in many cases unprecedented changes in the energy system that include a 

significant scaling-up of the use of renewable energy; a significant scaling-up of 

energy efficiency measures to decease energy demand; the electrification of 

energy end-use; and a decline in coal-fired power to nearly zero by 2050. Beyond 

these similarities, there is some debate and controversy ς which is beyond the 

purview of this paper ς over the desirability and feasibility of the use of nuclear 

energy, carbon capture and storage, and the use of physical removal of 

atmospheric carbon dioxide.  

 

hƴ ǘƘŜ ǎǳǊŦŀŎŜΣ ƛǘ ƛǎ ƘŀǊŘ ǘƻ ŘƛǎŎŜǊƴ ŀƴ ΨŜƴŜǊƎȅ ǘǊŀƴǎƛǘƛƻƴΩ ƛƴ ǘƘŜ ŦƻŎǳǎ ŎƻǳƴǘǊƛŜǎ 

at the moment: ! ΨǘǊŀƴǎƛǘƛƻƴΩ ƛƳǇƭƛŜǎ ŀ ǇǊƻŎŜǎǎ ƻǊ ǇŜǊƛƻŘ ƻŦ ƳƻǾƛƴƎ ŦǊƻƳ ƻƴŜ 

state or condition to another. There have been very promising signs of progress, 

ǎǳŎƘ ŀǎ ±ƛŜǘƴŀƳΩǎ ǎǳŎŎŜǎǎŦǳƭ ŦŜŜŘ-in tariff scheme that secured 4.5 GW of solar 

in a matter of months, or the new Energy Efficiency and Conservation Act in the 

Philippines, and it is now important to build on and scale-up these early efforts. 

The energy systems in Vietnam, Indonesia, and the Philippines are becoming 

more, not less, dependent on fossil fuels. Current plans on the table are to build 

22.9 GW of coal power capacity in Vietnam, 16.6 GW in Indonesia and 9.4 GW  

in the Philippines.40 

 

For an insight-rich analysis of the energy transition in the focus countries we 

refer to the ²ƻǊƭŘ 9ŎƻƴƻƳƛŎ CƻǊǳƳΩǎ 9ƴŜǊƎȅ ¢Ǌŀƴǎƛǘƛƻƴ LƴŘŜȄ.41 An effective 

energy transition according to the World Economic Forum (WEF) is defined as  

άa timely transition towards a more inclusive, sustainable, affordable and secure 

global energy system that provides solutions to global energy-related challenges, 

while creating value for business and societyέ. The WEF constructed an analytical 

ŦǊŀƳŜǿƻǊƪ ǘƻ ǇǊƻǾƛŘŜ ǘǊŀƴǎǇŀǊŜƴŎȅ ƻƴ ŀ ŎƻǳƴǘǊȅΩǎ ΨǎȅǎǘŜƳ ǇŜǊŦƻǊƳŀƴŎŜΩ ŀƴŘ 

ΨǘǊŀƴǎƛǘƛƻƴ ǊŜŀŘƛƴŜǎǎΩ ŀƴŘ ŎǊŜŀǘŜŘ ŀƴ ƛƴŘŜȄ ƻŦ ммп ŎƻǳƴǘǊƛŜǎ ǘƻ ŀƭƭƻǿ ǇŜŜǊ 

ŎƻƳǇŀǊƛǎƻƴǎΦ Lǘ ŀǎǎŜǎǎŜǎ ΨǎȅǎǘŜƳ ǇŜǊŦƻǊƳŀƴŎŜΩ ŀŎǊƻǎǎ ǘƘǊŜŜ ŀǊŜŀǎ ς economic 

development and growth, universal access to secure and reliable supply, and 

environmental sustainability ς acknowledging the intrinsic value of the energy 

system to modern industry and broader society and the hard choices and trade-

offs decision-makers are faced with trying to balance this trilemma.  

 
40 9ƴŘ/ƻŀƭ όнлмфύΣ Ψ{ǳƳƳŀǊȅ ǎǘŀǘƛǎǘƛŎǎΩΣ https://endcoal.org/global-coal-plant-tracker/summary-statistics/. 

41 ²ƻǊƭŘ 9ŎƻƴƻƳƛŎ CƻǊǳƳ όнлмфύΣ ΨCƻǎǘŜǊƛƴƎ 9ŦŦŜŎǘƛǾŜ 9ƴŜǊƎȅ ¢Ǌŀƴǎƛǘƛƻƴ нлмфΩΣ 
https://www.weforum.org/reports/fostering -effective-energy-transition-2019. 

All pathways 

require radical 

and, in many cases 

unprecedented 

changes in the 

energy system. 

https://endcoal.org/global-coal-plant-tracker/summary-statistics/
https://www.weforum.org/reports/fostering-effective-energy-transition-2019
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For emerging economies like Vietnam and the Philippines the need to meet 

rising industrial and residential demand needs, as well as demands for cleaner air 

and reliable service from the burgeoning middle class, have to be balanced 

against environmental sustainability. Resource-rich countries like Indonesia need 

ǘƻ ŘƛǾŜǊǎƛŦȅ ǊŜǾŜƴǳŜ ǘƻ ǊŜŘǳŎŜ ŘŜǇŜƴŘŜƴŎȅ ƻƴ Ŧƻǎǎƛƭ ŦǳŜƭ ŜȄǇƻǊǘǎΦ ²9CΩǎ ŎƻǳƴǘǊȅ-

specific energy transition work highlights how complex it is to continue to deliver 

a reliable affordable energy system underpinned by legacy infrastructure and 

constituency support, while preparing that system for the impact of new 

technology, changing public and international expectations and systemic trends 

like decarbonisation, digitalisation and decentralisation.  

 

There are many factors that determine how quickly the energy system can pivot 

ǘƻ ŀŘŘǊŜǎǎ ǘƘŜ ŎƘŀƭƭŜƴƎŜǎ ŀƴŘ ƻǇǇƻǊǘǳƴƛǘƛŜǎ ƻŦ ǘƘŜ ŦǳǘǳǊŜ ŀŎŎƻǊŘƛƴƎ ǘƻ ²9CΩǎ 

typology. These include the existing assets and energy architecture, the 

regulatory framework and market design, and the strength of the national 

innovation ecosystem. The presence of bilateral and multilateral partnerships 

can make a positive difference too. The level of political commitment to building 

the future energy system, and the availability of capital to finance the transition 

are decisive factors shaping the energy transition. This paper focuses on the 

latter two enablers and offers a more detailed consideration of these political 

economy conditions in the case of Vietnam, Philippines and Indonesia.  

 

As shown in Figure 1, Vietnam, Indonesia and the Philippines are placed in the 

middle range; performance is slightly higher on ŜƴŜǊƎȅ άǎȅǎǘŜƳ ǇŜǊŦƻǊƳŀƴŎŜέ 

compared to άǘǊŀƴǎƛǘƛƻƴ ǊŜŀŘƛƴŜǎǎέ, although improvements are required in both 

areas. The focus of this paper is on actions and measures in the near to medium 

term (over the next 10 to 15 years) that would likely lead to increased 

momentum and investment in renewable energy, energy efficiency and clean 

transport, as well as deliver broader social and economic reforms, that are 

ŜǎǎŜƴǘƛŀƭ ǘƻ ƛƳǇǊƻǾŜ ŜƴŜǊƎȅ ΨǎȅǎǘŜƳ ǇŜǊŦƻǊƳŀƴŎŜΩ ŀƴŘ ΨǘǊŀƴǎƛǘƛƻƴ ǊŜŀŘƛƴŜǎǎΩ ŀƴŘ 

improve the Energy Transition Index score. 

 
  

The level  

of political 

commitment  

and the availability 

of capital are 

decisive factors 

shaping the energy 

transition.  
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Figure 1: Energy Transition Index 2019: Performance/ Readiness Matrix (by country) 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Source: World Economic Forum όнлмфύΣ ΨFostering Effective Energy Transition 2019ΩΣ CƛƎǳǊŜ ммΣ42  
  

 
42 Ψhttp://www3.weforum.org/docs/WEF_Fostering_Effective_Energy_Transition_2019.pdf 

http://www3.weforum.org/docs/WEF_Fostering_Effective_Energy_Transition_2019.pdf


 
 
 
 

36 S E A  C H A N GE :  D E L I V E R I N G  A  Z E R O  C A R B O N  E C O N O M Y  I N  S O U T HE AS T  AS I A 
 

From targets and trajectories to economic transformation 

Countries around the world have been working through these technical 

challenges and choices, many are further along the policy journey including some 

counties in Southeast Asia. The context and national conditions may be different 

but there are common underlying drivers for change. Through earlier analysis of 

and engagements with countries in transition, notably Europe and China, E3G 

has identified three distinct stages of the journey. The three stages are 

illustrated in Figure 2. This generalised model can be used to assist Vietnam, the 

Philippines and Indonesia to prepare for the political issues and challenges that 

arise at each stage and align their policy responses for a faster transition. 

 

Figure 2: The three stages of climate transformation 

 

Source: E3G 

 

The first stage is characterised by the setting of targets, modelling and flagship 

policies ς this is the stage the focus countries are currently in. The second stage 

is characterised by a focus on sector-specific strategies, pricing instruments and 

co-ordinating mechanisms to strengthen the signals sent to markets and attract 

investment. Stage three is when renewable generation surpasses the tipping 

point of around 20 per cent of power produced and begins to have a more 
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disruptive impact on broader market dynamics and financial risk-return 

calculations. Typically, at this stage, political attention starts to zoom out to the 

transformation of the whole-of-the economy rather than just the energy sector.  

 

That is the key point: this is not just about the power sector alone nor can the 

discussion be limited to a transition from dirty to clean fuels. The decision is 

about much more than which fuel source to use, especially in commodity-based 

and emerging economies like Indonesia. It is about exports and imports and the 

reality that whole parts of the economy and huge swathes of society are tied up 

with a commodity like coal, oil or gas. Coal is deeply embedded into and 

concentrated in parts of the system. To phase-out these high carbon inputs is not 

simply a case of switching in one form for another, it takes a system-wide 

approach and requires economic transformation and a robust package of 

measures to manage the social aspects of this transition. These essential realities 

have to be acknowledged and addressed in order to accelerate the transition in 

the target countries, as elsewhere. 

 

Southeast Asia countries can jump ahead to deliver a just and  

low carbon transition  

Conventionally, the energy transition has been addressed separately from the 

need for social inclusion, but that is now changing. An effective reform agenda 

needs to take account of and be responsive to the views and fears of citizens and 

voters, otherwise there is a risk of backlash and further delay as witnessed for 

example the recent protests in Ecuador and Chile over the fuel price increases as 

a result of removing fuel subsidies. In the face of political realities and risk of 

fallout, some countries find themselves struggling to maintain momentum. 

However, most recognise the rapidly changing global landscape and the 

imperative for industry to remain competitive in an inter-connected system of 

trade and finance as regulators and governments continually assess and adapt to 

what is happening and how it might unfold; And so, they continue on the 

decarbonisation journey. Southeast Asia is not immune to these global forces, 

and populations will look to the government for protection, order and direction 

in times of transition.  

 

Putting in place effective policies to support the transition to low carbon 

development, and by extension ambitious climate action, will require sustained 

public support. Measures can and need to be designed so that they positively 

benefit low- and middle-ƛƴŎƻƳŜ ŦŀƳƛƭƛŜǎΣ ŘŜƭƛǾŜǊƛƴƎ ŀ ΨƧǳǎǘΩ ŀƴŘ inclusive low-

carbon transition. The Platform for Coal Regions in Transition of the European 

Commission is an example of such measures. It is designed to bring together 

Coal is deeply 

embedded  

into and 

concentrated  

in parts of the 

system. To  

phase-out coal is 

not simply a case 

of switching in one 

form for another, 

it takes a system-

wide approach  
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actors from the 41 regions across 12 EU countries where coal is still mined to 

discuss how they can modernise their economies in line with a clean energy 

transition, that also focuses on attracting new industries for the communities 

and creating new income opportunities for workers. The focus of the last 

9ǳǊƻǇŜŀƴ /ƻƳƳƛǎǎƛƻƴ ǿŀǎ ƻƴ ŀ Ψ/ƭŜŀƴ 9ƴŜǊƎȅ tŀŎƪŀƎŜ ŦƻǊ !ƭƭΩ ǿƛǘƘ ōƛƴŘƛƴƎ 

targets of 32 per cent of the energy mix from renewable sources and 32.5 per 

cent target for energy efficiency by 2030 from a business-as-usual scenario. The 

focus of the Commission for the next five years is on strengthening ΨƧǳǎǘ 

ǘǊŀƴǎƛǘƛƻƴΩ ƳŜŀǎǳǊŜǎ ǘƻ ƳŀƴŀƎŜ ǘƘŜ ǎƻŎƛŀƭ ƛƳǇŀŎǘǎ ƻŦ ǘƘŜ ŎƘŀƴƎŜ ŀǎ ǿŜƭƭ ŀǎ 

developing a plan for growth and jobs in a low-carbon economy and a fiscal 

strategy to replace lost tax income. There is even talk of using trade tools such as 

border carbon adjustments to protect the competitiveness of economies at the 

vanguard. Such experience from other parts of the world represent valuable 

inspiration for Southeast Asia countries to build on. 

 

What do Investors need to unlock financial flows? 

Transforming the energy system and decarbonising national economies to 

greatly reduce emissions will require significant investment. Investment in 

{ƻǳǘƘŜŀǎǘ !ǎƛŀΩǎ ŜƴŜǊƎȅ ǎŜŎǘƻǊ in 2018 was around USD 65 billion, which is low 

on a per capita and GDP basis and trending downwards. In their 2019 Southeast 

Asia Energy Outlook the IEA estimate the cumulative investment needed over 

2019 to 2040 is over USD 2.5 trillion in the Stated Policy Scenario, rising to  

USD 3.3 trillion in the Sustainable Development Scenario. This breaks down to an 

average annual capital spend of USD 120 billion for the SPS, or USD 150 billion 

for the SDS, over the period 2019 to 2040. USD 30 billion more per annum to 

decarbonise the energy sector however the this more compensated for in 

savings elsewhere: for example, Southeast Asian economies collectively save 

nearly USD 200 billion annually on fossil fuel imports by 2040. To attract 

investment to deliver the sustainable development scenario requires more 

capital flows and a shift away fossil fuel power generation to renewable power 

generation and a major shift towards efficiency and grid modernisation.  

 

We know what investors say they need to see to unlock financial flows. The 

Climate Finance Leadership Initiative (CLFI) took a deep dive and identifies five 

challenges and proposes solutions for each of them by actors within the private 

sector and those responsible for public finance and public policy. The challenges 

are categorised from the most attractive solution from risk/return profile for the 

ǇǊƛǾŀǘŜ ǎŜŎǘƻǊ ǘƻ ǘƘŜ ƭŜŀǎǘ ŀǘǘǊŀŎǘƛǾŜΣ ƳŜŀƴƛƴƎ ǘƘŀǘ ǎƻƳŜ ŎƘŀƭƭŜƴƎŜǎ ǿƻƴΩǘ ōŜ 

addressed by a single group of stakeholders. 
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/ƘŀƭƭŜƴƎŜ мΦ LƴǾŜǎǘƻǊǎΩ ŘŜƳŀƴŘ ŦƻǊ ŎƭŜŀƴ ŜƴŜǊƎȅ ǇǊƻƧŜŎǘǎ ŜȄŎŜŜŘǎ ǘƘŜ ǾƻƭǳƳŜ 

of investment opportunities. 

Policy uncertainty is having an effect on renewable markets, particularly in more 

mature markets where there is a stagnation whilst in other countries investment 

in carbon-intensive infrastructure continues. In emerging countries, 

development of new coal fired plants continue despite alternatives being more 

cost competitive. Private finance actors could utilise more financial instruments 

such as the securitisation of clean energy project debt in bonds that can allow 

both developers to access capital markets for long-tenor, fixed-rate financing 

and expand funding opportunities beyond the use of non-recourse loans. Clear 

policies are key to signal to the market that the pipeline of projects should be 

boosted, this should be complemented with ambitious targets from government 

on clean energy supported by short- to medium-term procurement goals.  

 

Challenge 2. Emerging markets are struggling to attract low-carbon 

investments ς risks are too high. Country, project specific risk and other factors 

such as lack of policies and regulations combined with underdeveloped local 

capital markets, and the absence of experienced project developers and value 

chains, limit the project pipeline. One solution is for private finance to directly 

invest in or partner with local developers which could potentially offer higher 

returns. Another solution is for financiers to provide standardised risk 

assessment templates for renewables that enable developers to have a clear 

understanding of what data and reporting is required. The role of Development 

Finance Institutions (DFIs) are crucial to leverage private sector and open new 

market opportunities. For example, on occasions where there is not a 

commercially viable opportunity, DFIs could use de-risking sharing tools, such as 

guarantees and political risk insurance. Governments could support these efforts 

by improving the regulatory framework and providing policy certainty with 

ambitious energy targets. They can also look into improving the wider 

investment climate e.g. by establishing predictable and fair dispute resolution. 

 

Challenge 3. Profitability in many low-carbon investments in key emitting 

sectors are yet to be seen. Current low carbon investment is directed towards 

renewable energy generation and electric vehicles. Within the private sector, 

producers could develop labelling standards for low-carbon products; phasing 

out fossil fuel subsidies and having carbon price that could level the playing field 

for trade-exposed, high-carbon industries. This could be also complemented by 

incentives schemes, or public procurement and product standards can support 

the development of markets for low-carbon products. 
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Challenge 4. The transition away from BAU high carbon intensive industry may 

create financial and social risk. Some carbon intensive infrastructures are likely 

to be retired in the near future which is going to have consequences at the social 

and financial level; nevertheless if they are able to work together, private 

finance, public finance and public policy could minimise these effects. Public 

budgets could be used to mitigate short term impacts via compensation, 

workforce development programs, and community grants to diversify local 

economies. Governments could encourage the transition through regulation or 

emissions standards, both could become more stringent over time. Investors 

would take this as clear pathway and could be able to anticipate any changes.  

 

Challenge 5. Lack of tools and incentives to achieve Article 2.1.c (making 

finance flows consistent with a pathway towards low greenhouse gas emissions 

and climate-resilient development). Financial actors within the value chain could 

have a role to make this a reality by incorporating climate-related risks as well as 

opportunities into governance and financial decision making ς following TCFD 

recommendations. Credit rating agencies also have a role to play by including 

both transition and climate risks within their analysis ς provide the right 

information needed by the private sector. Public finance should be setting the 

example, sovereign shareholders of both public and private (development banks, 

sovereign wealth funds etc) can encourage their institutions to align their 

portfolio with Paris Agreement. Central Bankers could take the work already 

done via NGFS to start identifying domestic climate-relates risk. In turn, policy 

makers could focus on increasing transparency by developing green standards 

and taxonomy. This will require the development of both region and sector 

specific pathways and benchmarks to assess the progress against the alignment 

with the Paris Agreement. 
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Figure 3: Challenges and solutions to mobilise private finance in support of the  

low-carbon transition (Source: CFLI) 
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Chapter 3 
Political economy misalignment 
with the low carbon transition  

Due to a complex set of political, economic and institutional 

challenges, pƻƭƛǘƛŎƛŀƴǎΩ ƘŀƴŘǎ are sometimes tied, and they feel 

unable or unwilling to provide the clear-cut long-term signals 

that would drive market adjustments more efficiently. Instead 

there is equivocation and backtracking which confuses markets, 

increases perceptions of policy risk, and dampens the financial 

flows needed to build the modern economies of the future. 
 

As part of the Shift SEA project, E3G conducted political economy analysis of the 

low carbon transition in Indonesia, Vietnam and the Philippines from May to 

November 2018Φ tƻƭƛǘƛŎŀƭ ŜŎƻƴƻƳȅ ƛǎ ǘƘŜ ǎǘǳŘȅ ƻŦ Ƙƻǿ ŀ ƴŀǘƛƻƴΩǎ ŜŎƻƴƻƳƛŎ 

conditions ς what and how it chooses to produce, consume and trade ς interacts 

with its political system, including government, laws and customs, and the 

resulting choices that society makes. Political economy choices made around 

implementation of a low carbon transition creates clear winners and losers. 

While large efforts have been invested in the technical analysis of the low carbon 

transition, to date, little attention has been given to political economy analysis. 

To assess country level threats and opportunities presented by the low carbon 

transition, E3G have developed a tool called Political Economy Mapping 

Methodology (PEMM)43. PEMM provides a shared understanding of what 

ŎƻƴǎǘǊǳŎǘǎ ŀ ŎƻǳƴǘǊȅΩǎ ŎƻǊŜ ƴŀǘƛƻƴŀƭ ƛƴǘŜǊŜǎǘǎΤ ŘƛŀƎƴƻǎŜǎ ǘƘŜ ƪŜȅ ƻōǎǘŀŎƭŜǎ ŀƴŘ 

tensions in the economy and political system and helps to identify strategic 

opportunities and priority actions for a given country at the national and/or 

international level. We provide a high level summary of each country here and 

more detail discussion of the political economy dynamics in each country 

 in Annex 1.  

 
43 The methodology combines hard analytical data and in-country intelligence to make an informed judgement on 
ǇƻƭƛǘƛŎŀƭ ŜŎƻƴƻƳȅ ŎƻƴŘƛǘƛƻƴǎΦ 5ǳǊƛƴƎ ǘƘƛǎ ǊŜǎŜŀǊŎƘ ǇǊƻŎŜǎǎΣ 9оDΩǎ ŎƭƛƳŀǘŜ ŀƴŘ ŜƴŜǊƎȅ ŜȄǇŜǊǘǎ ƳŜǘ ǿƛǘƘ ƻǾŜǊ мнр ƭƻŎŀƭ 
stakeholders from key government ministries, such as Environment, Energy, Planning and Finance, as well as relevant 
investors, private companies, development agencies, multi-lateral development banks and civil society groups.  

PEMM provides  

a shared 

understanding of 

what constructs  

ŀ ŎƻǳƴǘǊȅΩǎ ŎƻǊŜ 

national interests; 

diagnoses the key 

obstacles and 

tensions in the 

economy and 

political system 

and helps to 

identify strategic 

opportunities and 

priority actions . 
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Indonesia 

Figure 4: Political economy analysis of the low carbon transition in Indonesia 

 
 

National conditions 
Domestic energy security concerns, particularly access to electricity, strongly shapes its energy transition to 
a high carbon development model. While there are early efforts on sustainable finance, high investment in 
domestic coal development and financial stability issues create divided conditions. Social and economic 
development are highly valued, though the close relationship between high carbon activities and tax 
revenue, as well as large subsidies to coal, create divided conditions on public goods. Increased awareness 
of climate risk is supportive, with opportunities to link a low carbon transition to disaster-related recovery. 
Technology and innovation is neutral, but plays a limited role in raising the debate on a low carbon 
transition.  
 

Political system 
Government and business dominate the political system, are deeply entangled and have large vested 
interests in coal, particularly through state-owned enterprises such as PLN. While some government 
ministries are supportive of climate action, the larger government system opposes a low carbon transition, 
in part driven by a strong focus on economic development and poverty reduction which places affordability 
of energy ahead of sustainability, as well as coordination and transparency issues. Public discourse has less 
influence in the political system and is polarised on the transition. Civil society groups are regularly 
consulted by government, but there are emerging issues around freedom of speech and fake news via social 
media.  

 

External projection 
Indonesia takes a non-alignment approach to foreign policy and under President Widodo it has become 
more people focused. While the country does not position itself directly for or against fossil fuels, the 
importance of trade in high carbon goods and regional economic diplomacy, creates divided conditions on a 
low carbon transition. In global climate negotiations, Indonesia acts as a consensus-builder through alliances 
with G20 countries and the G-77 & China group. However, there is a disconnect between its NDC target and 
progress on the low carbon transition domestically, potentially reducing its ability to increase climate 
ambition.  
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Vietnam 

Figure 5: Political economy analysis of the low carbon transition in Indonesia 

 
 

National conditions 
±ƛŜǘƴŀƳΩǎ ǾǳƭƴŜǊŀōƛƭƛǘȅ ǘƻ ŎƭƛƳŀǘŜ ŎƘŀƴƎŜ ƛƳǇŀŎǘǎ ŀƴŘ Ǌƛǎƪ ǘƻ ǎƻŎƛŀƭ ŘŜǾŜƭƻǇƳŜƴǘ ŀƴŘ ƘƛƎƘƭȅ ǾŀƭǳŜŘ 
economic sectors, such as agriculture, may help to raise the national debate on the low carbon transition; 
however increased dependence on imported coal to meet the rising electricity demand shapes its energy 
transition towards a high carbon development model. Some green finance initiatives are underway, but 
financial stability issues and a lack of transparency in the sector creates further division on a transition. 
Technology and innovation is neutral and has some potential to raise the debate, though low capacity along 
the value chain limits it ability to accelerate a low carbon transition.  

 

Political system 
¢ƘŜ ǎǘŀǘŜ Ǉƭŀȅǎ ŀ ŘƻƳƛƴŀƴǘ ǊƻƭŜ ƛƴ ±ƛŜǘƴŀƳΩǎ Ǉƻƭƛǘical system and while the government is interested in 
renewable energy, there is a large focus on high carbon coal development ǘƻ ƳŜŜǘ ǘƘŜ ŎƻǳƴǘǊȅΩǎ ŜŎƻƴƻƳƛŎ 
and social development objectives. Outside of state-owned enterprises, the broader business community is 
neutral on a low carbon transition and some prominent international businesses, such as Samsung, are 
voicing their interest in sourcing renewable energy for in- country operations, presenting opportunities for 
the transition. Civil society is supportive of a low carbon transition, though there are restrictions which 
make its role less influential in the political system.  

 

External projection 
Vietnam is supportive of multilateralism and has a foreign policy approach that focusses on making friends 
everywhere and is neutral on a low carbon transition. In global climate negotiations, it has been supportive 
of the Paris Agreement and is a member of the CVF negotiating group. However, limited progress on the low 
carbon transition domestically and growing concerns over the rise of Chinese influence in the region poses 
challenges for its climate diplomacy and regional foreign relations.  
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The Philippinnes 

Figure 6: Political economy analysis of the low carbon transition in the Philippines 

 
 

National conditions 
While high climate risk has increased public awareness and driven domestic climate action in some affected 
areas of the country, increasing dependence on coal power for energy security purposes strongly shapes its 
energy transition to a high carbon development model. Incumbency in a technology neutral and low 
maturity finance sector also oppose a transition. The importance of meeting social and economic 
development objectives overrides growing environmental pollution concerns, creating divided conditions on 
public goods. Technology and innovation is neutral, though it has limited capacity to raise the debate or 
accelerate a low carbon transition.  

 

Political system 
Government and large privately owned, family-run business groups are deeply entangled, and together 
create a political system that opposes a low carbon transition. Climate change is an emerging priority for the 
government, but a technology neutral approach to energy development; highly bureaucratic permitting 
processes; and issues of corruption at all levels of government are key barriers. Public discourse plays a 
relatively smaller role and is divided on a transition. Civil society networks are well developed and active on 
climate change, though restrictions have been placed on freedom of speech and social media has a 
tendency to spread misinformation.  

 

External projection 
Philippine foreign policy and climate diplomacy are increasingly diverging, causing division on its external 
projection and choice. Under President Duterte, there has been a sudden and significant shift in the foreign 
policy priorities and diplomatic relations, including a stronger focus on national security and closer ties with 
China, including increased cooperation on offshore oil and gas development. Meanwhile, within the 
international climate regime, it holds an ambitious position on GHG emissions reductions and a strong voice 
on climate risk and loss and damage through the CVF and V20 negotiating groups. There is, however, a 
disconnect between its NDC target and progress on the low carbon transition domestically.  
 

Summary of political economy challenges and opportunities  
As the Figure 7 shows, there are both political economy challenges and opportunities around low carbon 
dynamics in over thirty countries. Refer to Annex I for more detailed PEMM analysis.  








































































































































