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CHAPTER 1

Understanding Net Zero – 
A Primer for Businesses, Investors &

Policymakers



What Does “Net Zero” Actually Mean? The term Net Zero refers to a state where the
amount of greenhouse gases (GHGs) emitted into the atmosphere is balanced by the
amount removed. This means reducing emissions as much as possible and offsetting the
remaining emissions through carbon capture or natural solutions like reforestation. To
put it in perspective, think of the atmosphere as a bathtub filling with water (GHG
emissions). If we keep the tap open at full flow, the bathtub will eventually overflow
(leading to climate disasters like heatwaves, rising sea levels, and extreme storms). To
prevent this, we need to:

Turn down the tap – Reduce emissions by switching to renewable energy, increasing
energy efficiency, and adopting low-carbon technologies.
Increase drainage – Capture and store carbon using forests, soil, oceans, or carbon
capture technology.

Achieving Net Zero doesn’t mean emitting zero carbon dioxide (CO₂); it means any
remaining emissions are counterbalanced. Countries, companies, and industries must
work toward Net Zero to limit global temperature rise to 1.5°C above pre-industrial levels,
as agreed in the Paris Agreement (2015).

Key Distinctions: Carbon Neutral vs. Net Zero vs. Climate Positive
Carbon Neutral: Offsetting emissions without necessarily reducing them. A company
may still burn fossil fuels but buy carbon credits to "cancel out" its footprint.
Net Zero: Prioritizes emission reductions first, then offsets any unavoidable
emissions.
Climate Positive (or Carbon Negative): Removing more carbon than emitted to
actively reverse climate change.

Why Does Net Zero Matter for Businesses & Investors? Many businesses view Net Zero
as an environmental concern rather than a financial one. However, failing to decarbonize
directly impacts financial stability due to:

Regulatory Risks: Governments worldwide are introducing carbon pricing, emissions
reporting, and sustainability regulations. Non-compliance leads to fines and
restrictions.

Chapter 1: Understanding Net Zero – A Primer for
Businesses & Investors
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Market Access Risks: Many large corporations, particularly in the EU and US, now
require suppliers to have Net Zero strategies.
Investor Expectations: Institutional investors favor ESG (Environmental, Social, and
Governance)-aligned companies, affecting stock performance and funding
availability.
Consumer Preferences: Surveys show over 70% of consumers prefer sustainable
brands. Companies failing to act face reputational damage and loss of market share.

The Financial Benefits of a Net Zero Strategy. For businesses and investors, Net Zero
creates opportunities beyond regulatory compliance:

Cost Savings: Energy efficiency, electrification, and waste reduction lower operational
expenses.
Access to Capital: Banks offer green bonds, sustainability-linked loans, and tax
incentives for Net Zero projects.
Competitive Edge: Sustainability differentiates brands in a crowded market.
Risk Management: Future-proofing operations against carbon taxes and volatile fossil
fuel prices.

How Can Businesses Achieve Net Zero? Step-by-Step Roadmap for Businesses
Measure Emissions (Carbon Accounting): Businesses must assess their Scope 1,
Scope 2, and Scope 3 emissions: 

                  -Scope 1: Direct emissions from owned assets (factories, vehicles).
                  -Scope 2: Indirect emissions from purchased electricity.
                  -Scope 3: Emissions from suppliers, and product lifecycle.

 Reduce Operational Emissions
                 -Improve energy efficiency (LED lighting, insulation, automation).
                 -Replace fossil fuel-based equipment with electric alternatives.

Switch to Renewable Energy
                 -Invest in on-site solar, wind, or bioenergy solutions.
                 -Purchase renewable energy certificates (RECs).

 Green Supply Chains
                 -Partner with low-carbon suppliers.
                 -Implement circular economy models (reduce, reuse, recycle).
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 Carbon Offsetting & Removal (Last Resort)
If a company cannot eliminate all emissions, invest in carbon credits, reforestation, and
direct air capture technologies.

The Regional Context: South Asia, Central Asia, and Eastern Europe
South Asia (Excluding China & India)

Countries: Bangladesh, Pakistan, Sri Lanka, Nepal
The energy sector faces several key challenges, notably its high dependence on coal and
gas, which continues to hinder the transition to cleaner alternatives. Another major
barrier is the lack of adequate financing for renewable energy initiatives, limiting their
expansion and accessibility. Additionally, weak carbon pricing mechanisms fail to provide
sufficient incentives for industries to reduce emissions or invest in sustainable practices.
Despite these challenges, there are promising opportunities emerging.
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Sector Major Emission Sources Key Net Zero Strategies

Manufacturing
Fossil fuel-based energy,

logistics
  Energy-efficient

  machinery, electrification
  

Transport Diesel and petrol vehicles
  Electric vehicles,

  hydrogen fuels, biofuels
  

Agriculture
Methane from livestock,

fertilizers
Regenerative farming, low-

carbon fertilizers

Finance Investments in fossil fuels
  ESG-aligned

  portfolios, carbon pricing
models

  



Off-grid solar solutions are gaining traction, particularly in rural and underserved areas,
offering a decentralized and cleaner alternative to traditional power sources. Moreover,
international financial institutions such as the World Bank and the Asian Development
Bank (ADB) are actively investing in climate adaptation projects, signaling a growing
commitment to supporting climate resilience and sustainable development in vulnerable
regions.

Central Asia
Countries: Kazakhstan, Uzbekistan, Kyrgyzstan, Tajikistan, Turkmenistan

Central Asia, which includes Kazakhstan, Uzbekistan, Kyrgyzstan, Tajikistan, and
Turkmenistan, is grappling with significant energy-related challenges. The region's energy
markets are largely state-controlled and remain heavily dependent on fossil fuels, making
the transition to cleaner energy sources difficult. Furthermore, the development of
carbon trading mechanisms is minimal, limiting market-based incentives for emissions
reduction. Nevertheless, there are encouraging developments that point toward a more
sustainable future. Kazakhstan has taken a leading role by establishing the region’s first
carbon trading market, setting an important precedent for carbon pricing initiatives. At
the same time, Uzbekistan is actively expanding its renewable energy investments,
signaling a growing commitment to diversify its energy mix and reduce dependence on
traditional energy sources. These efforts indicate a gradual but promising shift toward
more sustainable energy practices in the region.

Eastern Europe
Countries: Ukraine, Moldova, Georgia, Armenia, Belarus, Balkans

Eastern Europe, encompassing countries such as Ukraine, Moldova, Georgia, Armenia,
Belarus, and the Balkans, faces considerable energy and environmental challenges. A
major concern is the region’s aging industrial infrastructure, which contributes
significantly to high greenhouse gas emissions. Additionally, many of these countries
remain heavily dependent on imported fossil fuels, particularly from Russia, creating both
economic and geopolitical vulnerabilities. Despite these challenges, there are several
opportunities for progress. The European Union is providing financial and technical
support for energy efficiency improvements and the development of renewable energy
sources, helping to modernize outdated systems. 
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Furthermore, many countries in the region are exploring or expanding low-carbon energy
options, particularly nuclear and hydropower projects, which offer more sustainable
alternatives to fossil fuels. These developments signal a potential shift toward cleaner,
more resilient energy systems in Eastern Europe.

Future Outlook: The Next Decade for Businesses & Investors Businesses should prepare
for a rapidly evolving regulatory and investment landscape driven by climate action. One
major shift will be the rise of stricter regulations, with mandatory carbon disclosures
becoming a standard requirement across sectors. Companies will increasingly be
expected to measure, report, and reduce their emissions transparently. In addition,
higher carbon prices are anticipated, meaning businesses will face greater financial costs
for their greenhouse gas emissions. This will place added  pressure on carbon-intensive
industries to adopt cleaner technologies and improve  efficiency. At the same  time,
investments in renewable energy are expected to grow significantly. As momentum builds
around fossil fuel divestment, capital will increasingly shift toward sustainable energy
solutions, reshaping markets and compelling businesses to adapt to a low-carbon
economy.

Key Takeaways
Net Zero is an economic opportunity, not just an environmental goal.
Companies that delay action risk financial and regulatory consequences.
South Asia, Central Asia, and Eastern Europe face challenges but have unique
pathways to decarbonization.
Investing in renewables, efficiency, and carbon markets will drive future growth.
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Chapter 2: The Global Net Zero Landscape and the Role
of South Asia, Central Asia, and Eastern Europe

The Paris Agreement and Global Net Zero Commitments: The foundation of all Net Zero
strategies is the Paris Agreement, signed in 2015. This legally binding treaty set a global
goal of keeping temperature rise well below 2°C above pre-industrial levels and aiming for
1.5°C. Every country that signed the agreement committed to reducing emissions through
Nationally Determined Contributions (NDCs), which are individual action plans that
outline how they plan to cut emissions over time.
While many developed countries, including the European Union, the United States, and
Japan, have pledged to achieve Net Zero emissions by 2050, emerging economies have
varied commitments. Some have set targets for 2060 or later, citing developmental
priorities and financial constraints. Others, particularly fossil fuel-dependent economies,
remain hesitant to commit due to economic concerns.
One of the biggest challenges with the Paris Agreement is that it does not enforce
penalties for non-compliance. This means that while countries have committed to
emission reductions, there is no global enforcement mechanism. However, financial
markets, trade policies, and regional agreements are increasingly making Net Zero a
necessity rather than an option.

Net Zero Commitments by Region: Developed (blue) vs. Emerging (green) Markets
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The European Union’s Role in Driving Global Net Zero Policies: The European Union has
been at the forefront of global Net Zero policy-making. Its Green Deal aims to make the
EU the first climate-neutral continent by 2050. The EU has implemented policies such as
the Emissions Trading System (ETS), which is a cap-and-trade system that forces
companies to pay for their emissions. The EU has also introduced the Carbon Border
Adjustment Mechanism (CBAM), which will impose tariffs on imports based on their
carbon footprint. This policy is particularly significant for businesses in South Asia, Central
Asia, and Eastern Europe that export to the EU. Any company exporting goods with high
carbon emissions, such as steel, cement, and aluminum, will face additional costs unless
they adopt cleaner production methods.

The United States and Its Net Zero Ambitions: The United States has pledged to achieve
Net Zero by 2050, but its approach is different from that of the EU. Rather than imposing
strict regulations, the US is focusing on incentives and financial support. The Inflation
Reduction Act (IRA) of 2022 is one of the most significant climate investment policies in
history, providing billions of dollars in subsidies for clean energy projects, electric
vehicles, and carbon capture technologies. For businesses in emerging economies, the US
market presents both challenges and opportunities. American corporations are
increasingly requiring suppliers to adhere to sustainability goals, meaning that exporters
from South Asia, Central Asia, and Eastern Europe must align with Net Zero practices to
remain competitive. At the same time, US investors are looking for sustainable
investment opportunities in these regions, particularly in renewable energy and carbon
offset projects.

China’s Net Zero Strategy and Its Impact on Global Markets: China, the world’s largest
emitter of greenhouse gases, has pledged to reach peak emissions by 2030 and Net Zero
by 2060. It is investing heavily in renewable energy, electric vehicles, and carbon capture
technologies. However, China's continued reliance on coal presents challenges in meeting
its targets. China’s Net Zero strategy influences global markets because it is the world’s
largest manufacturer. Its decisions on energy sources, supply chains, and sustainability
regulations directly impact businesses in emerging economies that trade with or receive
investments from Chinese firms. For countries in South Asia, Central Asia, and Eastern
Europe, China's Belt and Road Initiative (BRI) plays a major role in shaping energy and
infrastructure development. While many BRI projects have been fossil-fuel-based, there is
a shift towards funding renewable energy projects. However, concerns about debt
sustainability remain, as some countries fear becoming financially dependent on Chinese
loans.
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The Role of South Asia (Excluding China and India) in the Net Zero Transition: Countries
in South Asia, such as Bangladesh, Pakistan, Sri Lanka, and Nepal, face a dual challenge.
On one hand, they are among the most vulnerable to climate change due to rising sea
levels, extreme weather events, and water scarcity. On the other hand, they rely heavily
on fossil fuels and have limited financial resources to transition to clean energy.
Bangladesh has made progress in renewable energy, particularly in off-grid solar
solutions. It has the world’s largest solar home system program, which has provided
electricity to millions of rural households. However, the country still relies on natural gas
for most of its power generation.
Pakistan has ambitious renewable energy targets, aiming to produce 60% of its electricity
from renewable sources by 2030. However, political instability and financial constraints
have slowed progress. The country has recently announced plans to phase out coal
imports, but domestic coal remains a major energy source.
Sri Lanka has committed to achieving 70% renewable energy by 2030. However, the
country’s economic crisis has made it difficult to secure financing for clean energy
projects.
Nepal has significant hydropower potential, and more than 90% of its electricity comes
from hydroelectric plants. However, seasonal variations in water availability make it
necessary to diversify the energy mix with solar and wind power.
One of the biggest barriers to Net Zero in South Asia is the lack of financing. International
climate funds, such as the Green Climate Fund (GCF) and the Asian Development Bank’s
climate finance initiatives, play a crucial role in supporting renewable energy and energy
efficiency projects. However, more private sector investment is needed to accelerate the
transition.

The Net Zero Landscape in Central Asia: Central Asia is heavily dependent on fossil fuels,
with Kazakhstan, Uzbekistan, and Turkmenistan being major oil and gas producers.
However, Kazakhstan has taken the lead in the region’s Net Zero transition. It was the
first Central Asian country to launch a carbon trading system and has committed to
achieving Net Zero by 2060.
Uzbekistan has ambitious solar and wind energy plans, aiming to generate 25% of its
electricity from renewables by 2030. However, fossil fuels still dominate the energy mix,
and the country is seeking foreign investment to finance its energy transition.
Turkmenistan, which has some of the world’s largest natural gas reserves, has not set a
Net Zero target. However, methane emissions from gas production are a significant
concern, and international pressure is increasing for the country to address these
emissions.



For investors, Central Asia presents opportunities in renewable energy, particularly in
wind and solar power. Kazakhstan and Uzbekistan are actively seeking international
partnerships for clean energy projects, and companies that invest early could benefit
from long-term growth.
Eastern Europe’s Transition to Net Zero: Eastern Europe is in a unique position because
of its proximity to the European Union. Countries like Ukraine, Moldova, and the Western
Balkans have strong economic ties to the EU, which means they must align with European
climate policies to maintain trade access.
Ukraine, despite being at war, has ambitious Net Zero goals. The country is focusing on
rebuilding its energy infrastructure with a focus on renewables and energy efficiency. The
EU has committed significant funding for Ukraine’s green transition, and businesses that
align with these initiatives could gain access to grants and investment opportunities.
Moldova and the Western Balkans are also integrating with EU climate policies. However,
dependence on fossil fuel imports and aging infrastructure pose challenges. Energy
efficiency improvements and renewable energy investments are key priorities for these
countries. For businesses and investors, Eastern Europe offers opportunities in clean
energy, smart grids, and energy efficiency projects. The region’s integration with the EU
means that companies adopting Net Zero strategies will have a competitive advantage in
the European market.
The Net Zero transition is a global effort, but different regions face different challenges
and opportunities. While developed economies have clear targets and regulatory
frameworks, emerging economies must balance economic growth with climate action.
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CHAPTER 3

Net Zero Business Models – From Theory
to Implementation



Why Businesses Need to Transition to Net Zero: The transition to Net Zero is not just a
regulatory requirement but a financial and strategic necessity. Businesses that ignore
sustainability risk losing access to markets, facing higher operational costs, and
encountering difficulties in securing investment.
Several global corporations have already set Net Zero targets, and their supply chains
must align with these commitments. Investors are increasingly prioritizing Environmental,
Social, and Governance (ESG) criteria, pushing companies toward decarbonization.
Additionally, governments worldwide are introducing carbon pricing mechanisms,
emissions reporting requirements, and incentives for clean energy.
For businesses in South Asia, Central Asia, and Eastern Europe, the challenge is balancing
Net Zero commitments with economic growth and financial constraints. In these regions,
transitioning to low-carbon models requires strategic planning, access to financing, and
technology adoption.

Understanding Business Emissions: Scope 1, 2, and 3: To develop an effective Net Zero
strategy, businesses must first measure and understand their emissions. The Greenhouse
Gas (GHG) Protocol categorizes emissions into three scopes:

Scope 1: Direct emissions from company-owned facilities and vehicles (e.g., fuel
combustion, industrial processes).
Scope 2: Indirect emissions from purchased electricity, steam, heating, and cooling.
Scope 3: Emissions from the supply chain, including raw materials, transportation,
product use, and disposal.

Scope 3 emissions are often the most significant and challenging to address because they
involve external suppliers and customers. Businesses need collaboration across the supply
chain to reduce these emissions effectively.
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Key Net Zero Business Models: One of the most straightforward ways for businesses to
cut emissions is improving energy efficiency and switching from fossil fuels to electricity.
This includes:

Upgrading to energy-efficient equipment and appliances.
Implementing smart energy management systems.
Electrifying transportation and industrial processes.
Using waste heat recovery in manufacturing.

Investments in energy efficiency often pay for themselves through cost savings in reduced
energy consumption. For example, companies in Eastern Europe have seen up to 30%
reduction in energy costs through efficiency measures.

Renewable Energy Adoption
Switching to renewable energy is a critical component of Net Zero strategies. Businesses
can:

Install on-site solar or wind power to reduce dependence on fossil fuels.
Purchase renewable energy certificates (RECs) or power purchase agreements (PPAs).
Invest in community solar projects to offset emissions.

In South Asia, off-grid solar solutions are particularly relevant for businesses operating in
remote areas with unreliable electricity access. In Central Asia, wind and solar farms are
emerging as viable alternatives to coal-fired power plants.
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Circular Economy and Waste Reduction
A circular economy focuses on minimizing waste, reusing materials, and designing
products for longevity and recyclability. Key strategies include:

Using recycled and biodegradable materials.
Implementing industrial symbiosis, where waste from one company becomes input
for another.
Adopting product-as-a-service models to reduce resource consumption.

For example, Kazakhstan has introduced extended producer responsibility (EPR)
regulations, requiring companies to manage the entire lifecycle of their products,
encouraging recyclability and reuse.

Sustainable Supply Chains
Businesses must work with suppliers to lower Scope 3 emissions by:

Sourcing low-carbon materials and switching to green logistics solutions.
Partnering with suppliers that have strong Net Zero commitments.
Reducing unnecessary packaging and improving product design for sustainability.

For exporters in South Asia and Eastern Europe, aligning with Net Zero supply chain
standards is essential to avoid EU Carbon Border Adjustment Mechanism (CBAM) tariffs,
which will penalize carbon-intensive imports.

Carbon Pricing and Offsetting
If eliminating emissions is not feasible, businesses can participate in carbon markets by
purchasing carbon credits or investing in carbon offset projects such as:

Reforestation and afforestation programs.
Direct air capture and carbon sequestration technologies.
Investments in methane capture from landfills.

Kazakhstan has an established carbon trading system, offering opportunities for
companies to buy and sell carbon credits. Businesses should anticipate increasing carbon
pricing policies in emerging markets.
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Case Studies: Net Zero Business Models in Action: 
Renewable Energy Transition – Uzbekistan’s Textile Industry
Uzbekistan is a major player in the textile industry, supplying cotton and fabrics to global
markets. However, traditional textile production is energy-intensive and reliant on fossil
fuels.
To reduce emissions, leading textile manufacturers have:

Installed solar panels to power production facilities.
Switched from coal-based boilers to electric and biomass alternatives.
Partnered with EU buyers requiring Net Zero commitments, securing long-term
contracts.

As a result, these companies have reduced their carbon footprint by 40% while gaining a
competitive edge in export markets.
Circular Economy in Eastern Europe – Ukraine’s Industrial Sector
Ukraine has significant heavy industry, particularly in steel and cement production, which
are highly carbon-intensive. Some companies have adopted circular economy models to
cut emissions by:

Using industrial waste as an alternative raw material in cement production.
Recycling steel scrap instead of using virgin raw materials.
Implementing waste heat recovery to generate energy.

This approach has resulted in a 25% reduction in CO₂ emissions while lowering production
costs.

Financial Strategies for Net Zero Business Models
Green Bonds and Sustainability-Linked Loans
Businesses can access funding for Net Zero projects through:

Green Bonds: Issued to finance projects such as renewable energy, energy efficiency,
and pollution control.
Sustainability-Linked Loans (SLLs): Offer lower interest rates for companies meeting
Net Zero targets.

Banks in Eastern Europe and Central Asia are increasingly offering these financial
instruments, backed by development banks such as the European Bank for
Reconstruction and Development (EBRD).
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Public-Private Partnerships (PPPs)
Governments in South Asia and Central Asia are launching PPPs to co-finance large-scale
renewable energy and infrastructure projects. Businesses that collaborate with the public
sector can secure:

Grants and subsidies for clean energy adoption.
Tax breaks for Net Zero initiatives.
Technical support for emissions reduction projects.

For example, the Bangladesh Solar Energy Program, a collaboration between the
government and private investors, has led to the installation of over 6 million solar home
systems, reducing rural dependence on diesel generators.

Impact Investing and ESG Funds
Institutional investors and venture capital firms are increasingly allocating capital to
companies with strong ESG performance. Businesses that align with Net Zero goals can
attract investment by:

Developing transparent emissions reporting frameworks.
Demonstrating progress on decarbonization and circular economy practices.
Engaging with global ESG rating agencies to improve investor confidence.

Companies in Kazakhstan and Uzbekistan are beginning to integrate ESG disclosures into
financial reporting to attract foreign investment. Transitioning to Net Zero requires
businesses to rethink their energy use, supply chains, and financial strategies. Companies
in South Asia, Central Asia, and Eastern Europe face unique challenges but also
opportunities to lead in renewable energy, circular economy models, and carbon
markets.
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CHAPTER 4

Financial Pathways to Net Zero –
Banking and Investment Strategies



The Role of Finance in Achieving Net Zero: The transition to a Net Zero economy is not
only about adopting new technologies or policies but also about mobilizing vast financial
resources. According to estimates from the International Energy Agency (IEA), achieving
Net Zero globally by 2050 will require over $4 trillion in annual clean energy investment
by the early 2030s. While governments are playing a role in financing this transition,
private capital—through banks, institutional investors, and financial markets—is
essential. Businesses in South Asia, Central Asia, and Eastern Europe often face financial
constraints in implementing Net Zero strategies. Traditional lending structures prioritize
short-term returns and may not favor long-term sustainability investments. However, the
financial sector is adapting, offering specialized instruments such as green bonds,
sustainability-linked loans, and ESG-focused investments to facilitate the green transition.
Banks and investors are now integrating climate risk into their decision-making processes.
The rise of climate stress tests means financial institutions are evaluating the exposure of
their portfolios to carbon-intensive industries. This shift is already influencing capital
allocation, making it easier for sustainable businesses to secure funding while increasing
borrowing costs for high-emission industries.

Green Bonds and Sustainability-Linked Loans
Green bonds have emerged as one of the most effective financial tools for funding Net
Zero initiatives. These bonds are specifically issued to finance projects that have
environmental benefits, such as renewable energy, energy efficiency, and pollution
reduction. Since the first green bond was issued by the European Investment Bank in
2007, the market has grown significantly, with over $2 trillion in cumulative issuances
worldwide as of 2023. In South Asia, Bangladesh and Pakistan have started issuing
sovereign green bonds to attract international climate finance. Bangladesh’s first green
bond, launched in 2021, raised funds for solar and wind energy projects, allowing
businesses to access lower-cost capital. Sustainability-linked loans (SLLs) function
differently from green bonds. Instead of restricting the use of proceeds to specific green
projects, SLLs offer interest rate incentives to borrowers who meet predetermined
sustainability targets. 
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This means that if a company reduces its carbon footprint or increases its use of
renewable energy, it can benefit from lower borrowing costs. For instance, Kazakhstan’s
leading banks have begun offering sustainability-linked loans to large industrial firms
transitioning from coal to natural gas and renewables. These financial products are
particularly useful in carbon-intensive sectors like manufacturing, where direct emissions
reductions may take time but incremental improvements can still attract financial
rewards.
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The Role of Central Banks and Financial Regulators: Central banks are increasingly
recognizing that climate change poses a systemic financial risk. Extreme weather events,
supply chain disruptions, and stranded fossil fuel assets threaten economic stability. As a
result, financial regulators are enforcing climate-related disclosure requirements,
ensuring that businesses report their emissions and climate risks transparently.



The Network for Greening the Financial System (NGFS), a coalition of over 100 central
banks and financial regulators, has recommended integrating climate risks into monetary
policy and banking supervision. Several countries in Eastern Europe, such as Ukraine and
Moldova, are aligning their financial regulations with EU standards, ensuring that banks
consider climate-related risks in their lending practices. In South Asia, where financial
markets are less mature, central banks are gradually introducing climate stress tests for
commercial banks. The Bangladesh Bank, for example, has mandated that financial
institutions allocate at least 5% of their total loan portfolio to green projects, including
renewable energy, energy-efficient industries, and sustainable agriculture.

Carbon Pricing and the Shift in Investment Strategies: Carbon pricing is another
mechanism that is shaping financial markets and investment decisions. By putting a price
on carbon emissions, businesses are incentivized to decarbonize their operations. There
are two main types of carbon pricing:

1.Carbon Taxes – Governments set a fixed price per ton of CO₂ emitted. Businesses that
emit beyond the threshold must pay the tax.

2.Emissions Trading Systems (ETS) – Also known as cap-and-trade systems, ETSs set a
limit on total emissions and allow companies to buy and sell emissions allowances.

Kazakhstan is the only country in Central Asia with an operational carbon trading system,
modeled after the EU ETS. Businesses that reduce emissions below their allocated limit
can sell excess allowances to higher-emitting companies, creating a financial incentive to
cut emissions.
In Eastern Europe, Ukraine has been working on developing its own carbon pricing
mechanism in line with EU policies. This is particularly important as the EU implements its
Carbon Border Adjustment Mechanism (CBAM), which will impose tariffs on carbon-
intensive imports. Exporters from South Asia and Central Asia must prepare for this policy
shift by investing in low-carbon production methods to remain competitive in European
markets.

Attracting Global Investors to Net Zero Projects
Investors worldwide are shifting capital towards low-carbon industries, with ESG-focused
funds attracting record inflows. Institutional investors, including pension funds and
sovereign wealth funds, are increasingly divesting from fossil fuels and reallocating capital
to clean energy and climate resilience projects.

NET ZERO PLAYBOOK| PAGE 17



For businesses in emerging economies, accessing international capital markets requires
alignment with ESG standards. Companies that fail to disclose sustainability metrics may
struggle to secure investment. The adoption of Task Force on Climate-related Financial
Disclosures (TCFD) guidelines and Science-Based Targets (SBTi) can improve investor
confidence and unlock new financing opportunities.
In Central Asia, renewable energy developers have successfully attracted global
investment. Uzbekistan’s Scaling Solar program, backed by the World Bank, has facilitated
private sector-led solar energy projects, reducing reliance on fossil fuels. Similar models
could be expanded to other sectors, including green hydrogen production and industrial
decarbonization.

Risks and Challenges in Financing Net Zero Transitions
Despite growing financial support for Net Zero, several challenges persist. One of the key
barriers in South Asia, Central Asia, and Eastern Europe is the high cost of capital for clean
energy projects. Many developing economies face higher interest rates and currency
risks, making it difficult for businesses to secure affordable financing.
Another challenge is the lack of standardized ESG reporting frameworks in some
countries. While large multinational corporations have embraced sustainability reporting,
small and medium-sized enterprises (SMEs) often lack the expertise and resources to
track and disclose their carbon footprint.
Corruption and governance issues also pose risks to climate finance. Some green projects
fail due to poor regulatory oversight, misallocation of funds, and political instability.
Strengthening transparency mechanisms and third-party verification can enhance
investor confidence and ensure that financial flows genuinely contribute to Net Zero
goals.
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The Future of Green Finance in Emerging Markets: Financial markets will continue to
evolve as Net Zero becomes a global economic priority. Several trends are shaping the
future of green finance, including:

1.Blended Finance Models – Public and private capital will increasingly be combined to
de-risk investments in clean energy and sustainable infrastructure. Development
banks will play a crucial role in providing low-interest loans and guarantees.

2.Tokenization of Carbon Credits – Blockchain technology is being explored for
transparent carbon credit trading, making it easier for businesses to participate in
voluntary carbon markets.

3.Expansion of Green Taxonomies – Governments are creating standardized criteria for
sustainable investments, helping businesses identify eligible projects for green
financing.

4.Decentralized Finance (DeFi) for Sustainability – Emerging technologies in peer-to-
peer lending and crowdfunding could provide alternative financing options for SMEs
working on climate solutions.

The financial sector is playing a crucial role in accelerating the transition to Net Zero.
Banks, investors, and central banks are integrating climate considerations into their
decision-making, creating both opportunities and risks for businesses. Accessing green
finance requires companies to improve sustainability reporting, align with ESG criteria,
and adopt low-carbon business models.
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CHAPTER 5

Renewable Energy – The Backbone of a
Net Zero Economy



The Role of Renewable Energy in Achieving Net Zero: The transition to Net Zero cannot
be achieved without a complete transformation of the energy sector. Today, over 75% of
global greenhouse gas (GHG) emissions come from energy production and consumption,
primarily from fossil fuels such as coal, oil, and natural gas. To achieve Net Zero, countries
and businesses must replace these high-emission energy sources with renewable energy
solutions like solar, wind, hydropower, and bioenergy. Renewable energy is not just an
environmental necessity; it is also an economic opportunity. Falling technology costs,
improved efficiency, and increasing investment in green energy make renewables the
most viable solution for long-term energy security and sustainability. For businesses,
transitioning to renewable energy reduces operational costs, hedges against fossil fuel
price volatility, and ensures compliance with emerging Net Zero regulations.
Governments in South Asia, Central Asia, and Eastern Europe are introducing incentives
for businesses that adopt clean energy, making it financially attractive to make the shift.

The Economics of Renewable Energy: Why Costs Are Falling?: One of the biggest reasons
for the rapid adoption of renewable energy is the dramatic decline in costs. According to
the International Renewable Energy Agency (IRENA), the cost of solar power has dropped
by 89% since 2010, while onshore wind costs have fallen by 70%.
This decline is driven by several factors:

1.Technological advancements have improved the efficiency of solar panels, wind
turbines, and battery storage systems.

2.Economies of scale have reduced manufacturing costs as more countries expand their
renewable energy capacity.

3.Government policies and subsidies have supported the adoption of renewables,
making them competitive with fossil fuels.

4.Corporate demand for clean energy has increased, driving private sector investment
in large-scale renewable projects.

The falling cost of renewables means that in many parts of the world, building new solar
and wind farms is cheaper than operating existing coal plants. This trend is particularly
important for regions like South Asia and Central Asia, where coal remains a dominant
energy source.
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The Renewable Energy Landscape in South Asia, Central Asia, and Eastern Europe
South Asia (Excluding China and India): South Asia has significant potential for solar and
wind energy, but fossil fuels still dominate the energy mix. Bangladesh, Pakistan, and Sri
Lanka rely heavily on coal and natural gas, while Nepal has a strong hydropower sector.

Bangladesh has launched large-scale solar programs, including rooftop solar projects
for industrial zones. The country has set a target to generate 40% of its electricity
from renewables by 2041.
Pakistan aims to reach 60% renewable energy by 2030, focusing on wind and solar
expansion in regions like Sindh and Balochistan.
Sri Lanka has committed to achieving 70% renewable energy by 2030 and has begun
phasing out coal-fired power plants.
Nepal already generates over 90% of its electricity from hydropower but is exploring
solar and wind to diversify its energy mix.

One major challenge in South Asia is grid instability. Many countries face frequent power
shortages due to outdated energy infrastructure. Investing in smart grids and energy
storage will be crucial to integrating more renewable energy into the system.

Central Asia
Central Asia has some of the world’s highest solar and wind energy potential, particularly
in Kazakhstan and Uzbekistan. However, the region remains heavily dependent on coal,
oil, and gas.

Kazakhstan, the largest energy producer in the region, has pledged to generate 50%
of its electricity from renewables by 2050. The country has also launched a carbon
trading system, which will encourage industries to invest in clean energy.
Uzbekistan has ambitious plans to install 8 GW of solar and wind capacity by 2030,
attracting foreign investment in large-scale solar farms.
Turkmenistan is one of the least active countries in renewable energy development,
as it remains focused on natural gas exports.
Kyrgyzstan and Tajikistan rely primarily on hydropower, but climate change is
affecting water availability, leading to seasonal energy shortages.

Investment in Central Asia’s renewable energy sector is growing, particularly from
European, Chinese, and Gulf investors. However, weak regulatory frameworks and limited
grid infrastructure remain key challenges.
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Eastern Europe
Eastern Europe has seen rapid growth in renewable energy, driven by its integration with
European Union energy policies. Many countries in the region are phasing out coal and
investing in wind and solar power.

Ukraine had one of the fastest-growing renewable energy sectors before the war,
with large investments in wind and solar farms. Post-war rebuilding efforts will likely
focus on clean energy infrastructure.
Moldova and the Balkans are integrating into EU energy markets and expanding wind
and hydropower capacity.
Poland and Hungary are reducing coal dependence by investing in nuclear and
renewable energy projects.

One of the key drivers of renewable energy expansion in Eastern Europe is the EU’s
Carbon Border Adjustment Mechanism (CBAM), which will impose tariffs on carbon-
intensive imports. This policy is pushing local industries to adopt cleaner energy sources
to remain competitive in European markets.

Key Renewable Energy Technologies for Businesses
Solar Power
Solar energy is the most accessible and scalable renewable energy source for businesses.
Rooftop solar panels allow companies to generate their own electricity, reducing reliance
on fossil fuels. Utility-scale solar farms provide clean energy at a lower cost than coal or
gas power plants. The declining cost of solar technology, combined with financing
mechanisms such as green bonds and power purchase agreements (PPAs), makes it easier
for businesses to adopt solar energy.

Wind Energy
Wind power is becoming a key energy source in regions with strong wind resources, such
as Kazakhstan, Uzbekistan, and Eastern Europe. Onshore wind farms are already
competitive with fossil fuels, while offshore wind projects are being developed in coastal
areas.
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Hydropower
Hydropower remains the dominant renewable energy source in Nepal, Kyrgyzstan, and
Tajikistan. However, climate change is affecting water availability, making it necessary to
invest in more flexible energy solutions like pumped-storage hydro and hybrid solar-
hydro projects.

Battery Storage and Grid Modernization
One of the biggest challenges with renewable energy is its variability. Solar power is only
available during the day, and wind power depends on weather conditions. To address this
issue, businesses and governments are investing in battery storage technologies to store
excess electricity and release it when needed.
Smart grids and microgrid solutions are also becoming critical, particularly in rural areas
where traditional grid infrastructure is weak. Decentralized energy solutions, such as
solar-powered microgrids, are providing electricity to off-grid communities while reducing
dependence on diesel generators.
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The Future of Renewable Energy in Emerging Markets: Renewable energy will continue
to grow in South Asia, Central Asia, and Eastern Europe as technological advancements,
falling costs, and climate policies drive the transition. However, several key factors will
determine the speed and success of this transformation:

1.Access to finance – Governments and businesses must secure green investments
from development banks, institutional investors, and private sector partnerships.

2.Regulatory frameworks – Stable policies, carbon pricing mechanisms, and renewable
energy incentives are needed to attract investment.

3. Infrastructure development – Upgrading energy grids, investing in storage solutions,
and improving transmission networks are critical for integrating renewables.

4. International collaboration – Regional energy trade agreements and cross-border
electricity markets will help accelerate the transition.
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CHAPTER 6

Carbon Markets and Trading – How
Businesses Can Benefit



The Role of Carbon Markets in Net Zero: Carbon markets have emerged as a crucial tool
in the global transition to Net Zero. These markets create financial incentives for
businesses to reduce their greenhouse gas emissions by assigning a price to carbon. By
doing so, they ensure that emissions reductions are not just seen as an environmental
responsibility but as a financially viable strategy. For businesses, engaging in carbon
markets can provide an additional revenue stream, attract green investment, and
improve compliance with future regulations.
Carbon markets function on the principle of cap and trade or carbon offsetting. In a cap-
and-trade system, governments set a limit on the total amount of emissions allowed
within an industry or region. Companies that emit less than their allocated limit can sell
their excess allowances to others that exceed their limits. This approach effectively
rewards businesses that invest in cleaner technologies while penalizing those that fail to
decarbonize.

In contrast, voluntary carbon markets focus on carbon offsetting, where businesses invest
in projects that absorb or prevent emissions elsewhere, such as reforestation or
renewable energy installations. These offsets can be purchased by companies looking to
meet their Net Zero commitments without reducing their own emissions.

The Growth of Carbon Markets in Emerging Economies: Carbon markets were initially
concentrated in developed economies, particularly within the European Union’s
Emissions Trading System (EU ETS). However, emerging markets have started recognizing
their potential, with several countries in South Asia, Central Asia, and Eastern Europe
implementing carbon pricing mechanisms.
Kazakhstan was the first country in Central Asia to introduce a national emissions trading
system, which is modeled after the EU ETS. The country set up its carbon market to
control emissions from its energy and industrial sectors, requiring high-emission
businesses to participate. Although still in its early stages, Kazakhstan’s market is
expected to grow as industries adapt to the financial realities of carbon pricing.
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Ukraine, despite facing economic disruptions, has been actively working on its carbon
pricing policies. Its efforts are driven by the need to align with European Union
regulations, particularly the Carbon Border Adjustment Mechanism (CBAM), which
imposes tariffs on carbon-intensive imports. Ukrainian industries exporting to the EU
must adopt carbon reduction measures or risk losing their competitive advantage.
In South Asia, the adoption of carbon markets has been slower. Bangladesh and Pakistan
have begun exploring carbon pricing as a way to attract green investment, particularly for
renewable energy projects. While formal trading platforms are not yet operational,
businesses in these countries are already selling carbon offsets in international voluntary
markets. The demand for high-quality offsets, particularly from reforestation and clean
energy initiatives, has created a significant opportunity for companies in the region.

How Businesses Can Participate in Carbon Markets: For businesses, the decision to
engage in carbon markets depends on their industry, emissions profile, and long-term
sustainability strategy. Companies with high emissions must first assess whether they fall
under a mandatory emissions trading system or if they should voluntarily purchase offsets
to meet corporate Net Zero targets.
The first step in entering a carbon market is conducting a carbon footprint assessment.
This involves measuring direct emissions from company operations, indirect emissions
from purchased energy, and supply chain-related emissions. Once the footprint is
determined, businesses can identify cost-effective ways to reduce emissions and explore
opportunities for carbon credit trading. Companies that struggle to reduce emissions
internally can purchase carbon offsets from certified projects. These projects can range
from afforestation programs that absorb CO₂ to investments in renewable energy
projects that prevent emissions from occurring in the first place. To ensure credibility,
businesses should only invest in offsets that are verified by internationally recognized
standards such as the Gold Standard, Verified Carbon Standard (VCS), or the Clean
Development Mechanism (CDM). On the supply side, businesses that operate in sectors
with a low carbon footprint or carbon sequestration potential can generate and sell
carbon credits. Agriculture, forestry, and renewable energy industries are particularly
well-positioned to benefit from this opportunity. For instance, a company that plants
trees on degraded land or captures methane emissions from waste processing can earn
carbon credits that can be sold to high-emission industries.
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Carbon Pricing and Business Competitiveness: As more countries introduce carbon
pricing mechanisms, businesses in emerging economies must adapt or risk financial
losses. The EU’s Carbon Border Adjustment Mechanism (CBAM) is a prime example of
how carbon pricing can influence global trade. Under CBAM, goods exported to the EU,
such as steel, cement, and electricity, will be subject to a carbon tariff if they originate
from regions without strong emissions regulations. This policy is forcing businesses in
South Asia, Central Asia, and Eastern Europe to integrate low-carbon technologies into
their production processes or face declining exports.
Businesses that proactively reduce emissions and participate in carbon markets gain a
competitive advantage. Many multinational corporations are now requiring suppliers to
disclose their emissions and show progress toward Net Zero. Companies that fail to meet
these requirements may find themselves excluded from global supply chains. Conversely,
businesses that align with international sustainability standards can secure long-term
contracts and attract foreign investment.
One of the biggest concerns regarding carbon pricing is its potential impact on small and
medium-sized enterprises (SMEs). Unlike large corporations, SMEs often lack the financial
resources to invest in emissions reductions. To address this, some governments are
introducing incentives such as carbon tax exemptions, green financing programs, and
technology subsidies to help smaller businesses transition.

The Future of Carbon Markets in Emerging Economies: As carbon pricing mechanisms
expand, businesses in emerging economies must prepare for greater regulatory scrutiny
and market integration. Several trends will shape the future of carbon markets in South
Asia, Central Asia, and Eastern Europe.
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First, the linking of regional carbon markets will create new trading opportunities.
Countries with established emissions trading systems, such as Kazakhstan and Ukraine,
are exploring partnerships with the European Union and other international markets. This
will increase liquidity in carbon markets, making it easier for businesses to buy and sell
credits.
Second, digital innovation and blockchain technology are transforming the carbon trading
landscape. The use of blockchain ensures transparency in carbon credit transactions,
reducing the risk of fraud and double counting. Several startups are already developing
tokenized carbon credit platforms, which allow businesses to trade verified offsets with
greater efficiency.
Third, as voluntary carbon markets grow, there will be greater emphasis on ensuring the
credibility of carbon offsets. Some past offset projects have faced criticism for failing to
deliver real emissions reductions. Moving forward, governments and independent
organizations are tightening verification standards to ensure that carbon credits
represent genuine climate benefits.
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Finally, the expansion of carbon pricing will push businesses toward decarbonization
strategies that go beyond offsetting. While purchasing carbon credits can provide a short-
term solution, businesses will need to invest in energy efficiency, renewable energy, and
sustainable production methods to maintain long-term financial viability. Carbon markets
are becoming an integral part of the global Net Zero strategy, offering businesses both
risks and opportunities. Companies that proactively engage with emissions trading
systems, purchase high-quality carbon offsets, or develop carbon credit projects can
create new revenue streams and strengthen their market position. However, businesses
that fail to adapt to evolving carbon pricing policies risk financial penalties and declining
competitiveness. For businesses in South Asia, Central Asia, and Eastern Europe, the
expansion of carbon markets presents a chance to access green finance, improve trade
relations, and future-proof operations against regulatory changes. 
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Green Supply Chains & Sustainable
Operations



The Importance of Green Supply Chains in a Net Zero Economy: As businesses
worldwide commit to Net Zero, supply chains have become a critical focus area. While
companies often prioritize reducing direct emissions from their operations, the reality is
that a significant portion of emissions comes from their supply chain, known as Scope 3
emissions. These emissions arise from the extraction of raw materials, manufacturing,
transportation, product usage, and disposal. In many industries, Scope 3 emissions can
account for over 70% of a company’s total carbon footprint, making supply chain
decarbonization essential for achieving Net Zero goals.
The global supply chain is highly interconnected, and businesses in South Asia, Central
Asia, and Eastern Europe are key suppliers to major markets such as the European Union
and North America. This means that companies in these regions must align with stricter
sustainability standards or risk losing access to international trade. The European Union,
for example, is implementing stringent sustainability regulations, including the Carbon
Border Adjustment Mechanism (CBAM), which will penalize carbon-intensive imports. As
a result, businesses exporting to the EU must ensure that their supply chains are
decarbonized to remain competitive.
Beyond regulatory compliance, building a green supply chain offers numerous financial
and operational benefits. Companies that transition to sustainable supply chains often
experience cost savings through energy efficiency, reduced waste, and lower resource
consumption. Additionally, businesses that adopt green practices can enhance their
brand reputation, attract environmentally conscious consumers, and secure long-term
contracts with multinational corporations that prioritize sustainability in their
procurement policies.
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The Challenges of Decarbonizing Supply Chains: Despite the growing momentum toward
sustainability, many businesses face significant challenges in greening their supply chains.
One of the most pressing issues is the complexity of global supply networks. Modern
supply chains span multiple countries and involve a diverse range of suppliers, making it
difficult to monitor and manage emissions at every stage. For businesses operating in
South Asia and Central Asia, where supply chains often rely on fossil fuel-based
transportation and energy-intensive manufacturing, reducing emissions requires a
fundamental shift in operations. Another major challenge is the lack of transparency and
data availability. Many businesses struggle to obtain accurate emissions data from their
suppliers, particularly smaller firms that lack the resources to conduct carbon accounting.
Without reliable data, it becomes difficult for companies to assess their environmental
impact and implement targeted emissions reduction strategies.
Financial constraints also hinder supply chain decarbonization. Transitioning to a green
supply chain often requires upfront investments in cleaner technologies, alternative
materials, and process optimization. While large corporations may have the capital to
invest in sustainability initiatives, smaller suppliers may lack the financial resources to
adopt greener practices. Access to green financing, government incentives, and industry
collaboration will be essential to overcoming this barrier.

Strategies for Building a Green Supply Chain: To create a sustainable supply chain,
businesses must adopt a multi-faceted approach that addresses emissions across all
stages of the value chain. One of the most effective strategies is supplier engagement and
collaboration. Businesses can work closely with their suppliers to set emissions reduction
targets, provide technical support, and offer incentives for adopting sustainable practices.
Some large corporations have introduced supplier sustainability programs that reward
low-carbon suppliers with preferential contracts and financial incentives.
Another critical strategy is shifting to renewable energy sources for manufacturing and
logistics. In South Asia and Eastern Europe, many factories still rely on coal or diesel for
power generation. Transitioning to solar, wind, or hydropower can significantly reduce
emissions while providing long-term cost savings. Companies can also encourage
suppliers to invest in energy efficiency improvements, such as upgrading machinery,
optimizing production processes, and implementing waste heat recovery systems.
Sustainable sourcing of raw materials is another key aspect of green supply chains. 
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Businesses can reduce their environmental impact by sourcing materials from certified
sustainable suppliers, using recycled or biodegradable inputs, and minimizing resource
extraction. The circular economy model, which promotes the reuse and recycling of
materials, can play a crucial role in reducing supply chain emissions. For example,
companies in the textile industry can adopt closed-loop production systems where fabric
waste is collected and repurposed into new garments.
Logistics and transportation are also significant contributors to supply chain emissions.
Businesses can reduce their carbon footprint by optimizing transportation routes,
switching to fuel-efficient or electric vehicles, and utilizing low-carbon shipping methods.
For companies that rely on global trade, adopting green logistics solutions, such as
carbon-neutral shipping programs and intermodal transport systems, can help lower
emissions while maintaining efficiency.

Case Studies of Successful Green Supply Chains: Several companies have successfully
implemented green supply chain initiatives, providing valuable lessons for businesses in
emerging economies. In the textile sector, Bangladesh has emerged as a leader in
sustainable garment production. The country is home to the highest number of LEED-
certified green factories in the world, with many textile manufacturers investing in solar
power, water recycling, and energy-efficient machinery. These initiatives have enabled
Bangladeshi exporters to meet the sustainability requirements of global fashion brands
while reducing operational costs.
In the automotive industry, companies in Eastern Europe are integrating sustainable
supply chain practices to align with the European Union’s climate targets. Poland, for
example, has become a hub for electric vehicle battery manufacturing, with factories
adopting low-carbon production methods and sourcing raw materials from responsible
suppliers. By prioritizing green supply chains, these businesses have positioned
themselves as preferred suppliers for major automakers transitioning to electric mobility.
Another notable example is Kazakhstan’s mining sector, which has traditionally been a
high-emission industry. Some mining companies in the region have begun implementing
renewable energy solutions to power their operations, reducing reliance on fossil fuels.
By investing in solar and wind energy, these companies are not only cutting emissions but
also lowering energy costs and enhancing long-term sustainability.
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Financial Mechanisms for Green Supply Chain Transformation: The transition to
sustainable supply chains requires substantial financial investment, but various financing
mechanisms are available to support businesses in their decarbonization efforts. Green
bonds and sustainability-linked loans provide funding for companies that commit to
measurable environmental improvements. These financial instruments offer lower
interest rates and favorable loan terms for businesses that meet specific emissions
reduction targets.
Public-private partnerships also play a crucial role in financing green supply chains.
Governments and international organizations are increasingly offering grants, subsidies,
and tax incentives for companies that invest in clean technologies and sustainable
sourcing. For instance, the European Bank for Reconstruction and Development (EBRD)
has launched multiple funding programs to support supply chain decarbonization in
Eastern Europe and Central Asia.
Carbon markets provide another avenue for financing green supply chains. Companies
that reduce their emissions can generate carbon credits, which can be sold to other
businesses looking to offset their emissions. This model creates a financial incentive for
companies to invest in low-carbon supply chain solutions, as they can monetize their
sustainability efforts through carbon trading platforms.

The Future of Green Supply Chains in Emerging Markets: As sustainability regulations
become stricter and consumer expectations shift toward environmentally responsible
products, the demand for green supply chains will continue to rise. Businesses that fail to
adapt risk losing access to key markets, while those that invest in sustainable supply
chains will gain a competitive edge.
One of the most significant trends shaping the future of supply chain sustainability is the
integration of digital technology and artificial intelligence (AI). Companies are increasingly
using AI-driven data analytics to monitor supply chain emissions, identify inefficiencies,
and optimize logistics. Blockchain technology is also being explored to enhance supply
chain transparency, allowing businesses to track the carbon footprint of their products in
real time.
The adoption of circular economy principles will also become more prevalent, with
companies designing products for longevity, recyclability, and minimal waste generation.
Businesses that embrace circular supply chains will reduce their environmental impact
while benefiting from cost savings associated with resource efficiency.

NET ZERO PLAYBOOK| PAGE 33



Regional cooperation will play a crucial role in scaling up green supply chains. Countries in
South Asia, Central Asia, and Eastern Europe can collaborate on cross-border
sustainability initiatives, such as regional renewable energy grids, low-carbon trade
agreements, and shared green logistics infrastructure. By working together, these regions
can accelerate the transition to a more sustainable global economy. Building a green
supply chain is no longer an option but a necessity for businesses seeking long-term
success in a Net Zero economy. Companies in South Asia, Central Asia, and Eastern
Europe must take proactive steps to reduce emissions across their supply networks,
invest in sustainable sourcing, and leverage financial mechanisms to support their
transition.
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Net Zero



The Role of Government Policies in Achieving Net Zero: Government policies play a
fundamental role in shaping the transition to Net Zero by setting regulatory frameworks,
providing financial incentives, and enforcing emission reduction targets. While businesses
and investors are crucial in implementing low-carbon strategies, they operate within the
boundaries set by governments, making policy alignment essential for achieving climate
goals. In developed economies, governments have already established extensive Net Zero
policies, including carbon pricing mechanisms, mandatory emissions reporting, and clean
energy subsidies. However, in many developing countries across South Asia, Central Asia,
and Eastern Europe, policy frameworks remain fragmented, and enforcement is often
weak. Many governments are still heavily reliant on fossil fuel industries for economic
stability, which creates resistance to aggressive decarbonization policies. Despite these
challenges, international pressure and economic incentives are pushing governments in
emerging economies to strengthen their climate policies. Global trade regulations,
particularly those set by the European Union, are forcing export-oriented businesses to
comply with Net Zero standards. Multilateral financial institutions, such as the World
Bank and the Asian Development Bank, are linking climate-friendly policies to loan
disbursements, encouraging developing countries to accelerate their sustainability
agendas.

International Agreements and Their Impact on Businesses: Several global agreements
and frameworks shape Net Zero policies at the national level. The Paris Agreement,
signed by 196 countries in 2015, is the foundation of global climate action. Under the
agreement, countries must submit Nationally Determined Contributions (NDCs) outlining
their emission reduction targets. While these commitments are not legally binding, they
serve as a benchmark for national climate policies. For businesses, the most significant
impact of the Paris Agreement comes from its influence on international trade and
investment. Many multinational corporations and financial institutions now require
suppliers and investment targets to align with Paris Agreement goals. Companies
operating in countries with weak climate policies may struggle to access international
markets or secure funding for expansion. The Glasgow Climate Pact, signed at COP26 in
2021, reinforced the urgency of achieving Net Zero. It introduced new commitments for
phasing down coal, reducing methane emissions, and increasing climate finance for
developing nations. Businesses operating in high-emission industries, such as energy,
manufacturing, and agriculture, must anticipate stricter regulations as countries
implement their COP26 commitments.
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Beyond global agreements, regional trade frameworks also influence Net Zero policies.
The European Green Deal is a prime example of how trade policies are being used to
enforce sustainability. Under the deal, the EU is setting stricter environmental regulations
for imported goods, requiring businesses from South Asia, Central Asia, and Eastern
Europe to meet stringent sustainability standards to maintain trade access.

NET ZERO PLAYBOOK| PAGE 36



National Net Zero Strategies in South Asia, Central Asia, and Eastern Europe: The
implementation of Net Zero policies varies significantly across regions. Some countries
have set ambitious targets with clear policy roadmaps, while others are still in the early
stages of climate planning.
In South Asia, Bangladesh has committed to reducing its greenhouse gas emissions by
22% by 2030, focusing on renewable energy expansion and industrial energy efficiency.
However, coal-fired power projects remain a major challenge, as the country struggles to
balance economic growth with sustainability. Pakistan has set a target to generate 60% of
its electricity from renewable sources by 2030, yet financial constraints and political
instability have slowed policy implementation. Sri Lanka has pledged to phase out coal
entirely by 2040, with significant investments in wind and solar energy underway.
In Central Asia, Kazakhstan is the most advanced in Net Zero policy development. The
country has set a target to achieve carbon neutrality by 2060 and has introduced carbon
trading markets to drive industrial emissions reductions. Uzbekistan is also accelerating
its transition, with policies aimed at increasing renewable energy capacity and improving
energy efficiency in its industrial sector. However, fossil fuel subsidies remain a major
policy barrier across the region. In Eastern Europe, Ukraine has aligned its climate policies
with EU standards, setting a goal to cut emissions by 65% by 2030. Despite the ongoing
war, Ukraine is integrating climate resilience into its reconstruction plans, focusing on
renewable energy and energy efficiency in rebuilding efforts. Moldova and the Western
Balkans are gradually introducing Net Zero policies as part of their EU accession
processes, but outdated infrastructure and financial constraints pose significant hurdles.

Carbon Pricing Mechanisms and Their Business Implications: Carbon pricing is one of the
most effective policy tools for driving emissions reductions. It places a financial cost on
carbon emissions, encouraging businesses to invest in cleaner alternatives. There are two
main types of carbon pricing: carbon taxes and emissions trading systems (ETS). A carbon
tax directly sets a price per ton of CO₂ emitted. Businesses that exceed emission limits
must pay the tax, creating a financial incentive to reduce their carbon footprint. Some
countries, such as Kazakhstan, have already introduced carbon taxes in specific sectors,
while others, including Pakistan and Uzbekistan, are considering similar measures. An
emissions trading system (ETS), also known as cap-and-trade, sets a limit on total
emissions and allows companies to buy and sell carbon allowances. The EU ETS is the
largest carbon trading system in the world, and Kazakhstan is the first Central Asian
country to implement a similar program. The expansion of emissions trading systems in
emerging economies could create new revenue opportunities for businesses that reduce
emissions below their allocated allowances.
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For businesses in South Asia, Central Asia, and Eastern Europe, the implementation of
carbon pricing policies means they must prepare for increased operational costs if they
fail to transition to low-carbon processes. Industries such as steel, cement, and energy
production will be the most affected, as they are among the highest emitters. However,
companies that invest in energy efficiency, renewable energy, and carbon offset projects
can turn carbon pricing into an opportunity by generating and selling excess carbon
credits.
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Government Incentives for Businesses Adopting Net Zero Strategies: While carbon
pricing introduces costs for high-emission businesses, many governments are also
offering financial incentives to support the transition to Net Zero. These incentives
include tax credits, subsidies, low-interest green loans, and direct grants for clean energy
investments.
In South Asia, Bangladesh offers duty exemptions on renewable energy equipment, while
Pakistan has introduced feed-in tariffs for solar and wind power projects to encourage
private sector investment. In Central Asia, Kazakhstan provides low-interest loans for
businesses investing in energy efficiency, and Uzbekistan has launched public-private
partnerships (PPPs) for solar and wind power development. Eastern European countries,
particularly those aligning with EU policies, benefit from EU climate funding and carbon
credit trading programs.



Businesses that align their strategies with government incentives can significantly reduce
the financial burden of Net Zero investments. However, access to these incentives often
requires compliance with strict sustainability reporting standards. Companies that fail to
document their emissions reductions or meet transparency requirements may be
excluded from funding opportunities.

The Future of Net Zero Policy in Emerging Markets: As international climate agreements
evolve, Net Zero policies in South Asia, Central Asia, and Eastern Europe will continue to
develop. The growing integration of sustainability into trade policies means that
businesses will face increasing pressure to comply with climate regulations to maintain
access to global markets. Governments in emerging economies will need to strengthen
enforcement mechanisms, expand carbon pricing programs, and improve access to green
financing to ensure a smooth transition.
Technological advancements, particularly in digital emissions tracking, AI-driven supply
chain monitoring, and blockchain-based carbon credit systems, will play a crucial role in
improving policy effectiveness. Businesses that proactively integrate these technologies
will have a competitive advantage in meeting regulatory requirements.
Regional cooperation will also be essential in advancing Net Zero policies. Countries in
Central Asia, for example, can benefit from shared renewable energy infrastructure and
cross-border carbon trading mechanisms. Similarly, South Asian economies can
collaborate on low-carbon trade agreements and regional climate financing initiatives.
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CHAPTER 9

The Future of Net Zero – Trends,
Innovations, and Business Strategies for

the Next Decade



The Shifting Landscape of Net Zero: The journey to Net Zero is not a straight highway; it
is a winding road filled with economic shifts, technological breakthroughs, and policy
evolutions that demand agility and foresight from businesses and investors. While
governments are laying the foundation through regulatory frameworks, the ultimate
success of the Net Zero transition will depend on the actions of industries, financial
institutions, and the innovation-driven transformations occurring within key sectors.
Over the past decade, the global discourse around climate change has evolved from
abstract environmental concerns to hard financial realities. What was once seen as an
ethical responsibility is now a market-defining factor. Investors are actively divesting from
high-emission industries, multinational corporations are embedding carbon reduction
into their procurement strategies, and energy markets are witnessing a rapid reallocation
of capital toward renewables. Businesses that fail to anticipate these changes risk
becoming relics of an outdated economy.
In South Asia, Central Asia, and Eastern Europe, where industrial economies have
traditionally relied on fossil fuels, the Net Zero transition presents both an existential
challenge and a golden opportunity. The choice for businesses in these regions is stark—
either innovate and integrate into the future green economy or remain bound to
economic models that the world is progressively abandoning.

Emerging Technologies Driving Net Zero: The future of Net Zero will be shaped by
innovation. While current clean energy solutions—such as solar, wind, and hydropower—
form the backbone of decarbonization efforts, they are not enough to meet global
climate targets at the necessary scale and speed. Several emerging technologies are set to
redefine how industries operate, how energy is produced and stored, and how businesses
track and mitigate their emissions.
Green hydrogen is one of the most promising technologies in the race to Net Zero. Unlike
conventional hydrogen, which is produced using natural gas, green hydrogen is created
through electrolysis powered by renewable energy, resulting in zero emissions. This
technology is particularly relevant for hard-to-abate sectors such as steel manufacturing,
shipping, and aviation, where direct electrification is either technically unfeasible or
economically impractical. Countries such as Kazakhstan and Uzbekistan, with their vast
solar and wind resources, are well-positioned to become major exporters of green
hydrogen in the coming decades.
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Carbon capture and storage (CCS) is another frontier technology that could dramatically
alter the trajectory of emissions reductions. By capturing CO₂ emissions at the source and
either storing them underground or repurposing them for industrial use, CCS offers a
lifeline to industries that cannot immediately transition to zero-carbon alternatives.
However, the technology remains expensive, and its large-scale deployment will depend
on government incentives, international collaboration, and breakthroughs that lower
costs. Central Asian countries, with their extensive oil and gas infrastructure, could
leverage CCS as a transitional tool before phasing out fossil fuels entirely.
Artificial intelligence and blockchain technology are also playing an increasing role in
accelerating Net Zero strategies. AI-powered energy management systems are allowing
businesses to optimize electricity consumption, predict maintenance needs, and reduce
waste in unprecedented ways. Blockchain, on the other hand, is revolutionizing carbon
trading by creating transparent, tamper-proof ledgers for carbon credit transactions,
reducing fraud and ensuring accountability. These technologies are not just futuristic
concepts; they are already being deployed in leading economies, and businesses that
integrate them early will gain a competitive edge.

The Financial Evolution of Net Zero: As the Net Zero transition unfolds, financial markets
are undergoing a seismic shift. Capital flows are no longer dictated solely by short-term
profitability; investors are now weighing climate risks and sustainability performance
alongside traditional financial metrics. The result is a profound restructuring of how
companies are valued, how projects are financed, and how global trade operates.
One of the most significant changes in financial markets is the rise of ESG (Environmental,
Social, and Governance) investing. Asset managers overseeing trillions of dollars in capital
are diverting funds away from carbon-intensive industries and reallocating them toward
companies that align with sustainability goals. For businesses in emerging economies, this
presents a clear challenge: companies that do not integrate Net Zero commitments into
their strategies will find it increasingly difficult to access funding, while those that
embrace sustainability will have the upper hand in securing investment.
Carbon pricing will also play an increasingly dominant role in financial decision-making. As
more countries introduce carbon taxes and emissions trading systems, businesses will be
forced to internalize the cost of their emissions, effectively turning pollution into a
financial liability. This shift will make energy efficiency and clean energy adoption not just
a moral choice but an economic imperative. For industries in South Asia and Eastern
Europe that rely on exports to carbon-regulated markets like the European Union,
compliance with international carbon pricing mechanisms will be critical for maintaining
trade access.
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New financial instruments are emerging to support the transition. Green bonds,
sustainability-linked loans, and climate impact funds are injecting capital into clean
energy and decarbonization projects at an unprecedented scale. Development banks and
sovereign wealth funds are prioritizing Net Zero-aligned infrastructure, creating new
financing channels for businesses that align with sustainability objectives. The rapid
expansion of these financial mechanisms indicates that the cost of inaction is rising while
the incentives for sustainability are growing stronger.

The Business Strategies of a Net Zero Economy: For businesses, the Net Zero transition is
not simply about meeting regulatory requirements—it is about positioning for future
competitiveness. As consumer preferences shift, regulatory landscapes tighten, and
financial markets evolve, companies must rethink their operational strategies to stay
ahead.
One of the most effective strategies is building resilience through supply chain
decarbonization. Businesses that proactively engage with their suppliers to reduce
emissions, improve resource efficiency, and switch to sustainable materials will not only
future-proof their operations but also gain a strategic advantage in securing contracts
with multinational corporations. Sustainability is becoming a key differentiator in supply
chain partnerships, and businesses that fail to align with global expectations risk being
excluded from lucrative trade opportunities.
Another critical strategy is investing in climate risk mitigation. As climate change
intensifies, extreme weather events, resource scarcity, and regulatory shifts will disrupt
industries in unpredictable ways. Businesses that integrate climate risk assessments into
their decision-making—whether through geographic diversification, adaptive
infrastructure, or alternative energy sourcing—will be better equipped to withstand
shocks and maintain long-term stability.
The shift toward decentralized energy systems is also creating new business
opportunities. With the cost of solar and battery storage plummeting, businesses can
generate their own renewable power, reducing dependence on centralized grids and
volatile fossil fuel markets. Industrial zones, commercial buildings, and even entire cities
are moving toward microgrid solutions that provide energy security while reducing
emissions. Companies that position themselves as leaders in energy self-sufficiency will
gain greater control over their operational costs and long-term sustainability.
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The Final Crossroads – A Decisive Decade for Net Zero: The coming decade will be a
defining moment in the global Net Zero transition. The policies, investments, and
business strategies adopted today will determine the pace and success of decarbonization
efforts for generations to come. The economic momentum behind sustainability is
undeniable—capital is flowing into green industries, technology is accelerating the
feasibility of clean solutions, and consumer demand is shifting toward ethical business
practices. For businesses in South Asia, Central Asia, and Eastern Europe, the challenge is
to move beyond short-term considerations and embrace the opportunities of a Net Zero
future. The markets of tomorrow will not be built on fossil fuels and unsustainable
resource extraction; they will be driven by innovation, circular economies, and climate-
conscious decision-making. Companies that understand this reality and act decisively will
emerge as the leaders of the new economy.
The choice is clear: resist change and risk obsolescence, or adapt, innovate, and thrive in
a world that is rapidly moving toward sustainability. The Net Zero economy is not a
distant goal—it is unfolding now, reshaping industries, and redefining success. The only
question that remains is whether businesses will lead the transformation or be left
behind.
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