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On 14 January 2018, the Jeffrey Sachs 
Center on Sustainable Development 
and the Asian Development Bank 
Institute jointly organised a full-day 
conference on ‘Green Finance for 
Energy Security and Sustainable 
Development’ at Sunway University.  
 
Sustainable Sources of Green Finance 

Professor Naoyuki Yoshino of the 
Asian Development Bank Institute 
began his opening speech for the 
conference by commenting on the 
traditional mode of deploying 
sustainable development projects 
through public-private partnerships, 
and how this method has failed 
dramatically in countries like India and 
Thailand. He pointed out two issues in 
green financing: (i) scarcity of private 
capital due to the low rates of returns 
from utility charges; and (ii) political 
pressure for utility charges to be 
under-priced on the grounds of the 
utility being a public good. Solutions to 
tackle these issues of funding 
incentives can be found through wider 
societal participation, new ownership 
models and effective governance 
strategies. 
 
In his talk, Professor Yoshino proposed 
the use of tax revenue from the 
positive spillover effects from green 
energy projects as subsidies for these 
energy projects. The spillover effect of 
electrifying an area would be an 
increase in employment and 

construction, which would in turn, 
lead to an increase in corporate and 
property tax revenue for local and 
federal governments. These tax 
revenue alongside other revenue 
streams (carbon taxes, green bonds 
etc.) can be used as subsidies to green 
energy firms in order to raise the rate 
of return on green projects. He 
cautioned that foreign capital may flee 
in the event of a crisis, and that local 
capital is the best way to finance green 
energy projects without undue 
complications.  
 

 

 
Professor Jeffrey Sachs commented 
on Professor Yoshino’s presentation 
via video-conference. He lamented 
the lack of national, regional and 
global leadership in formulating 
strategies for decarbonisation. 
According to Professor Sachs, the rise 
in global temperatures has hit 1.1 
degrees Celsius, with the Paris limit 
set at 2 degrees. He pointed out that 

in order to stay within these limits, we 
can only afford to emit 600 billion 
tonnes of carbon dioxide in the future. 
However, because we are presently, 
emitting 40 billion tonnes of carbon 
dioxide yearly, there is an urgent need 
to completely decarbonise global 
energy systems by 2050 if we intend 
to keep within those limits. Professor 
Sachs offered some suggestions for 
immediate action that governments 
could take, starting with utilising AI-
equipped smart grids, expanding R&D 
budgets for green technologies, and 
channelling public funds into direct 
investment in green energy. 
 
Financial Strategy to Accelerate 
Green Growth  

Dr Noh Hee Jin from the Korea 
Securities Computing Corporation 
discussed the various financing 
models used around the world that 
could support a green growth agenda. 
He recommended the use of the 
Israeli Yozma model for its strong 
incentive for private investors; and the 
non-interference of government 
entities in financial decision-making. 
Dr Noh added that in a risky green 
energy venture, governments should 
step in to incentivise firms to see its 
green value as financial value; 
otherwise, firms would only take into 
account financial value and risk. This 
intervention could be done through 

“Risk for green energy projects need to 
be shared between the public and 

private sector.” 
Professor Naoyuki Yoshino 
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tax mechanisms such as exemptions 
or subsidies. 
 
Stimulating Non-bank Financial 
Institutions’ Participation  

In the third session, the participation 
of non-bank financial institutions 
(NBFIs) in green investments was 
further elaborated by Gianni 
Lorenzato, who has been senior 
financial advisor to the World Bank, 
UNDP and other institutions. There 
should be more pressure by the 
stakeholders -- like regulators, 
industry organisations, savers, and 
investors –on firms to ‘go green’. This 
grassroots pressure could help put 
forward an agenda for the use of 
sustainability ratings, the creation of 
asset classes that directly invest in 
green finance, and greater 
accountability by firms for their 
environmental impact.  
 
Professor Aki Suwa of the Kyoto 
Women’s University spoke in the 
same vein, sharing how green finance 
can be community-based. After the 
Fukushima nuclear accident, Japanese 
have begun to invest increasingly in 
green energy generation to make up 
for the energy shortfall. One such 
investment vehicle involved the use of 
community funds.  
 
Professor Suwa highlighted how 
residents of Ikoma City, Nara 
Prefecture brought together the city 
government, a gas utility company, 
and local banks to establish a power 
company for generating renewable 
energy. This power company was 
unique in that it offered cheaper 
electricity, used its dividends on public 
goods, and gave residents a sense of 
ownership over the company. 
Professor Suwa ended her 
presentation by stating that market 
liberalisations will enable these 
developments, but lamented the 
sparse nature of such setups in Japan 
and the low levels of awareness 

surrounding this form of green 
financing. 
 
Options on Carbon Pricing 

During his presentation, Mr. Takashi 
Hongo of the Mitsui & Co. Global 
Strategic Studies Institute stated that 
the concept of carbon pricing is a 
necessary market driver for the 
proliferation of carbon capture and 
storage (CCS) systems. He asserted 
that the CCS systems, coupled with 
fossil fuel energy sources, should be 
part of the energy mix of any country. 
These systems are crucial in making up 
for the intermittence of renewable 
energy sources like solar and wind. 
While the cost of such CCS systems is 
dropping, carbon pricing such as 
carbon tax and carbon trading system 
need to be created if these systems 
are to ever achieve financial viability 
and mass adoption.  
 
Mr. Hongo’s recommendation on 
whether carbon taxes should be levied 
on the production or consumption 
side was to start with production-
based carbon taxes as it will be easier 
to track. A member of the audience 
questioned how carbon taxes might 
affect a country’s global 
competitiveness. Mr. Hongo’s 

response was that the current 
country-based approach is insufficient 
and that a sector-wide global 
implementation is needed, along the 
lines of what was proposed in 
Copenhagen in 2009 by various groups.  
 

 

 
The Crucial Role of Policy 

Dr. Maria Teresa Punzi, Assistant 
Professor at the Vienna University of 
Economics and Business, illustrated 
how she utilized an environmental 
dynamic stochastic general 
equilibrium (E-DGSE) model to show 
how green and non-green firms 
perform under different 
macroeconomic conditions. She found 
that exogenous shocks, that in 

“The current country-based approach 
is insufficient and a sector-wide global 

implementation is needed.” 
Mr. Takashi Hongo 
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principle boost the economy, 
disadvantaged riskier green firms over 
non-green firms, in that green firms 
would be hard pressed to find funding 
through conventional means. Dr 
Punzi’s policy recommendation is to 
loosen the capital requirement on 
green firms to allow them to sustain 
their projects under difficult economic 
circumstances.  

The conference concluded with a case 
study of Australia and New Zealand’s 
experimentation with green energy 
finance. Associate Professor Ivan Diaz-
Rainey of the Otago Energy Research 
Centre (OERC) commented that these 
two countries are excellent case 
studies because they have already 
attempted all the major green finance 
policies, such as carbon taxes, carbon 
trading, green investment banks, a 
green certification market and Feed-
in-Tariffs. Associate Professor Diaz-
Rainey pointed out that Australia, as 
one of the richest countries in the 
world, is still dependent on coal even 
as that trend is slowly changing.  
 
Australia, however, has yet to make a 
stronger shift to renewables due to 
the continuous policy flux of different 
administrations – the country has had 
five prime ministers since 2007. In 
contrast, New Zealand is largely run 
on renewables (85% in 1995) but 

emits greenhouse gases heavily from 
its agricultural sector. The country’s 
attempt at a carbon trading market is 
still ongoing and has yet to see major 
success, as it faces political instability 
similar to Australia. Some lessons 
Associate Professor Diaz-Rainey drew 
from the case study was on the need 
for reform of oligopolistic electricity 
markets through decentralisation and 
greater political commitment to see 
through any energy transition in order 
for any national energy policy to have 
longevity and public credibility. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
“The choice here is between backing 
away from markets or creating real 

markets in which small scale 
generation can compete.” 

Associate Professor Ivan Diaz-Rainey 


