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SUSTAINABILITY AS A WAY OF LIFE:
EARLY GAINS AND CHALLENGES

IN THE SHIFT TOA
CIRCULAR ECONOMY

At a Glance: Global Risk of an Environmental Crisis

Since mankind started to exploit natural resources, it has always been from
the linear perspective of extracting or consuming resources and throwing
them away after use. That was how the world’s forests were leveled down
over time to build tools, transport, and homes, and left as waste when people
moved to other grounds. This process eventually expanded in multiple scales
during the Industrial Revolution of the 18th century and down the road to the
present time.

As a result, much of the world’s natural resources are now depleted,
endangering all living organisms with the threat of extinction. Among these
natural resources are the trees and other plant life, which are a major source
of oxygen and food necessary for sustaining human existence. These plants
also absorb carbon dioxide in the air, and thus help keep the balance that
makes the planet organically healthy.

According to the Circularity Gap Report 2023* by the organization Circle
Economy, rising material extraction and use have reduced global circularity
from 9.1% in 2018 to 8.6% in 2020, and 7.2% in 2023. This means that in
2023, materials that are cycled back into the global economy after the end of
their useful life account for only 7.2% of all material inputs into the economy.
These figures indicate that the world currently depends on new materials,
and that over 90% of materials are either wasted, lost, or are unavailable for
reuse as they have been utilized for non-current assets such as buildings and
machines.

The report® estimates that in order to bring human activity back within
the safe limits of the planet’s resources, there is a need to reduce global
material extraction and consumption by one-third. This can be achieved by
integrating circular solutions across four global systems: (1) agrifood; (2)
mobility and transport; (3) manufactured goods and consumables; and (4)
the built environment. Specifically, these circular solutions revolve around
the following: narrow (use less); slow (use longer); regenerate (use again); and
cycle (make clean).

When the first Circularity Gap Report was published in January 2018 during
the World Economic Forum’s Annual Meeting in Davos, Switzerland, it was
revealed that the world was 9.1% circular at the time, leaving a massive
circularity gap.® This indicated that from 2018 to 2023, global circularity even
declined by 1.9%.
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To date, disasters of untold proportions
due to the depletion of natural resources
have resulted in an alarming lack of
supply of vital inputs to production in
factories, which have, in turn, led to
global inflation and geopolitical tensions
or even wars. COVID-19 pandemic-
induced supply chain problems
worldwide, exacerbated by the ongoing
war between Russia and Ukraine, have
also triggered a cost-of-living crisis that
the World Economic Forum (WEF), in its
Global Risk Report 2023,*says will be
the most severe global risk looming in
the next two years. In fact, according to
the International Monetary Fund (IMF),?
global inflation averaged at 8.8% in
2022, which was way above the pre-
pandemic levels of around 3.5%.

As shown in Table 1, environmental risks
are identified by the WEF® as the most
severe challenges in the next ten years.

Specifically, these include the failure to mitigate climate
change, the failure of climate change adaptation, natural
disasters and extreme weather events, and

biodiversity loss and ecosystem collapse.

Along this line, thought leaders have brought up the idea of
sustainability to address the problem of resource depletion and
waste. In his paper entitled The Product-Life Factor that won the
Mitchell Prize in 1982, Swiss architect Walter R. Stahel, who was
influential in developing the field of sustainability, first described
the “closed loop economy” which provided the context for what
is now known globally as the “circular economy.”” Specifically, his
study® called for extending the product life of goods and reduce
depletion of natural resources and their waste as a good first step
towards transitioning to a sustainable society. He also stressed
the need for the active and independent role of the

private sector in carrying out this endeavor.

Today, many countries have adopted the concept of “reduce,
recycle, reuse” in varying degrees while preparing to shift to a
circular economy. In the Philippines, most malls, stores, and
various buildings in the urban centers have a waste
management system of this nature in place.

Global Risks Ranked by Severity Over the Short and Long Term

Table 1

2 Years

Natural disasters and extreme
weather events
Geoeconomic confrontation

Failure to mitigate climate change

Large-scale environmental damage
incidents

Failure of climate change
adaptation

Natural resource crises

10 Years

Failure to mitigate climate change
Failure of climate change
adaptation

Natural disasters and extreme
weather events

Biodiversity loss and ecosystem
collapse

Natural resource crises

Geoeconomic confrontation
Large-scale environmental damage
incidents

Note: Green - Economic Risks; Blue — Environmental Risks; Yellow - Geopolitical Risks;
Pink - Societal Risks; Purple - Technological Risks.

Source: World Economic Forum (WEF)
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AT A GLANCE: GLOBAL RISK OF AN
ENVIRONMENTAL CRISIS

Since mankind started to exploit natural resources,
it has always been from the linear perspective of
extracting or consuming resources

and throwing them away after use
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WASTE GENERATION AND
MANAGEMENT IN THE PHILIPPINES

Population and economic growth lead to an increased
demand for food, social services, infrastructure,
transport facilities, power, and other basic needs, but
meeting this growing demand requires increased
extraction, processing, and transport of both
renewable and non-renewable resources
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POLICY DEVELOPMENTS GEARED
TOWARDS SUSTAINABILITY AND
A GREEN ECONOMY

Environmentalists have called on national
policymakers to make sustainability and
environmental concerns mainstream

PROMOTING SUSTAINABILITY THROUGH

GREEN MANUFACTURING

The recent public health crisis may be the perfect
opportunity to encourage more investments that
are aligned with the circular economy, where
waste and natural resources are managed

in an effective manner

LESSONS AND
POLICY RECOMMENDATIONS

As the Philippine economy recovers from the
detrimental impact of the COVID-19 pandemic as well
as other emerging external risks, there is much room
for opportunities that can simultaneously address the
ongoing economic crises and climate change, which
is a long-term threat that is expected continue to
endanger the planet's survival in the years to come




According to the Ellen MacArthur Foundation (EMF),° a circular economy is more than an industrial economy
that is restorative or regenerative by value and design, but also a “systems solution framework that tackles
global challenges like climate change, biodiversity loss, waste, and pollution.” The circular economy is driven
essentially by three principles: (1) the elimination of pollution and waste production; (2) the circulation of
products or materials; and (3) the regeneration of resources. The EMF further describes the circular economy
as “regenerative by design and aims to gradually decouple growth from the consumption of finite resources.”

In a circular economy, the most notable factor is the elimination or reduction of waste and the corresponding
reusability of existing materials or products. To date, this is actualized in private sector initiatives that underscore
the recycling of plastic products into pellets that, in turn, are reused or redeveloped into new plastic products.
When the old plastic materials are recycled into pellets, the waste becomes a new raw material that leads to

the creation of a new product altogether. With this kind of process, industrial plastics are transformed from a
negative to a positive resource - that is, one with value. Ultimately, this system becomes a force multiplier in
creating new products, industries, jobs, and even careers for environment-related professions.

Indeed, shifting to a circular economy will be instrumental in mitigating not just a looming
environmental crisis, but also a cost-of-living crisis that threaten the world today.

Waste Generation and Management in the Philippines
Population Growth and Urbanization

Economic activities, specifically industry expansion, progress, and innovation, are typically concentrated in
urban cities, which serve as hubs for job creation, livelihood opportunities, and resource use. However, with the
rapid expansion of economies and increasing urbanization, waste generation has been rising as well due

to deficient waste management systems in place. Moreover, the increasing costs of tackling waste, which
involves collection, segregation, transportation, and processing, pose a significant

challenge to developing countries like the Philippines.

According to the 2020 Census of Population and Housing ** of the Philippine Statistics Authority (PSA), 58.93
million or 54.0% of the total 109.03 million population lived in urban barangays. This indicated that the country’s
urban population in 2020 rose by 7.20 million, from the recorded 51.73 million urban residents in 2015.

On the other hand, those who lived in rural barangays accounted for 46.0% of the population.

Ultimately, population and economic growth lead to an increased demand for food, social services,

infrastructure, transport facilities, power, and other basic needs. However, meeting this ever-growing demand
requires increased extraction, processing, and transport of both renewable and non-renewable resources.*? In

1ST QUARTER 2023 SPARK

05



a 2021 report, the World Bank*? described
the Philippines as a “sachet economy” where
there is a heavy reliance on sachets to
provide cheap consumer goods to poor and
middle-income families. It further noted that
the Philippines consumes around 163 million
pieces of sachets daily, with 2.7 million tons
of plastic waste generated every year and
approximately 20% ending up in the ocean.

Estimates from the Philippines’ Department
of Environment and Natural Resources-
Environmental Management Bureau (DENR-
EMB)* show that by the end of 2023, the
country would have generated approximately
22.7 million tons of waste and is expected
to increase to 23.2 million in 2024 and

23.6 million in 2025. One of the factors that
perpetuate this negative development is the

cost of clean-up. The DENR has limited financial and logistical resources to
clean up and properly dispose of such wastes. Hence, the DENR needs the
cooperation of and assistance from other key stakeholders such as the private
sector and civil society in implementing a clean-up of massive proportions.

As reported by the United Nations Environment Programme (UNEP), on a
global scale, plastic waste accounts for approximately 400 million
tons of global solid waste that is generated annually.*®

Given these figures, waste management is indeed a pressing concern for
several countries including the Philippines, whose population continues to
grow each year. As seen in Figures 1 and 2, data from the PSA*® and the
DENR-EMB?Y" indicate a direct relationship between population growth and
waste generation. Notably, highly populated regions are expected to generate
the most waste, particularly Region IV-A (CALABARZON), the National Capital
Region (NCR), Region Ill (Central Luzon), and Region VII (Central Visayas).
These are also the areas characterized by high economic activities.

NCR

CAR
Region 1
Region 2
Region 3
Region 4A
Region 4B
Region 5
Region 6
Region 7
Region 8
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Region 10
Region 11
Region 12
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Projected Mid-Year Population, by Region: Philippines

Figure 1
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Source: Philippine Statistics Authority (PSA)
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Projected Waste Generation, by Region:
Philippines, In Metric Tons
Figure 2
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Source: Department of Environment and Natural Resources-

Environmental Management Bureau (DENR-EMB)

Notably, as shown in Figure 3, around 28% of the solid wastes generated in the
Philippines during the period 2008-2013 are recyclables, based on the latest
data of the DENR-EMB.8

Composition of Municipal Solid Wastes:
Philippines, 2008-2013

Figure 3

Residual

18% y

Recyclables
28%

Biodegradables

Plastics
52% :
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Source: Department of Environment and Natural Resources-
Environmental Management Bureau (DENR-EMB)

Climate Change and
Waste Mismanagement

The consequences of waste mismanagement
are exacerbated by the impact of climate
change and other natural calamities.
Because of its geographical location in the
Pacific Ring of Fire and the Typhoon Belt, the
Philippines is highly vulnerable to massive
calamities such as typhoons, flooding,

and landslides, which are likely to worsen
due to climate change. On top of these,

the Philippines experiences other climate-
induced extremes like long periods of drought
and extraordinary floods due to the El Nino
and La Nina weather phenomena.*®

According to the Fourth Quarter 2022
Social Weather Survey that was conducted
by the Social Weather Stations (SWS)?°

in December 2022, some 93% of adult
Filipinos said that they have personally
experienced the impact of climate change in
the past three years. Out of this figure, 17%
said they have experienced the “severe”
impact of climate change, 52% experienced
“moderate” impact, while 24% experienced
“little” impact. Only 6% said that they did not
experience any impact. As shown in Figure
4, the proportion of those who personally
experienced the impact of climate change

in December 2022 increased by 6
percentage points from March 2017

and 8 points from March 2013.

The same survey found that 88% of

adult Filipinos believe that they can do
something to reduce climate risk, or risks
resulting from climate change. Meanwhile,
10% were undecided while 3% expressed
disagreement. This resulted in a net
agreement score of +85, which is classified
by the SWS as “very strong,” therefore
indicating “a very strong personal efficacy
to do something to reduce climate risk.” It is
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Personal Experience of the Impact of Climate Change in the Past Three Years:
Philippines, March 2013, March 2017, December 2022

Figure 4
December 2022 17 52 24 n
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H Severe ® Moderate Little ® Did not experience

Source: Social Weather Stations (SWS)

Whether One’s Family Engages in Selected Solutions to Reduce the Negative Effects of
Climate Change: Philippines, December 2022
Figure 5

Saving energy or electricity at home

Planting trees in the right places and
protecting forests
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transportation
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Source: Social Weather Stations (SWS)
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also worthy of note that based on the
findings of the survey, 76% of adult
Filipinos think that humanity could

do something to stop or slow down
climate change if everyone really tried,
while 23% think that climate change is
beyond humanity’s control. Only 1% of
the respondents are unsure.?*

There is a very high awareness by adult
Filipinos of several solutions to reduce

1ST QUARTER 2023

the negative effects of climate change.
Most of them reported that their
families engage in these solutions to
reduce the negative effects of climate
change: 88% save energy or electricity
at home; 81% walk, cycle, or take
public transportation; 75% throw away
less food; 74% reduce, reuse, repair,
and recycle; and 63% plant trees

in the right places and protect

forests (Figure 5).22

Policy Developments Geared
Towards Sustainability and a
Green Economy

Environmentalists have called on
national policymakers to make
sustainability and environmental
concerns mainstream. Green
investments are those that make use
of renewable energy and sustainable
production processes that do not




damage the environment. Through
these investments, not only will the
environment be protected; jobs can
also be generated in multiples for
millions of Filipinos over the long term.

The Government’s Overall
Policy Blueprint

In July 2022, Department of Finance
(DOF) Secretary Benjamin Diokno
announced that the Marcos Jr.
administration will implement an
8-Point Socioeconomic Agenda in the
near- and medium-term to respond to
external risks and steer the economy
back to its high growth trajectory. The
8-Point Socioeconomic Agenda is
stated as follows:

1. Protect the purchasing power of
families by ensuring food security,
and reducing transport, logistic, and
energy costs;

2. Reduce vulnerability and mitigate
scarring from the COVID-19 pandemic
by tackling health, strengthening
social protection, and addressing
learning losses;

3. Ensure sound macroeconomic
fundamentals by improving
bureaucratic efficiency and ensuring
sound fiscal management;

4. Create more jobs by promoting
investments, improving infrastructure,
and ensuring energy security;

5. Create quality jobs by increasing
employability, expanding digijtal
infrastructure, and encouraging R&D
and innovation;

6. Create green jobs by pursuing

a green and blue economy and
establishing livable and sustainable
communities;

7. Uphold public order and safety,
peace and security; and

8. Ensure a level playing field by
strengthening market competition and
reducing barriers to entry and limits to
entrepreneurship.

It is important to note that part of the
government’s agenda is the creation

of green jobs, which is defined by the
International Labour Organization
(ILO)*® as “decent jobs that contribute
to preserve or restore the environment,
be they in traditional sectors such

as manufacturing and construction,

or in new, emerging green sectors
such as renewable energy and energy
efficiency.” The ILO further noted

that these green jobs contribute to
improving energy and raw materials
efficiency, reducing greenhouse gas
emissions, minimizing waste and
pollution, protecting and restoring
ecosystems, and supporting adaptation
to the effects of climate change.

The UNEP?* describes a “green
economy” as low carbon, resource
efficient, and socially inclusive,

where the “growth in employment

and income are driven by public and
private investment into such economic
activities, infrastructure and assets
that allow reduced carbon emissions
and pollution, enhanced energy and
resource efficiency, and prevention of
the loss of biodiversity and ecosystem
services.” On the other hand, for the
World Bank,?® a “blue economy” is the
“sustainable use of ocean resources
for economic growth, improved
livelihoods and jobs, and ocean
ecosystem health.”

The government’s 8-Point
Socioeconomic Agenda serves as the
strategic framework of the Philippine
Development Plan (PDP) 2023-2028,2¢
which is the country’s medium-term
plan that comprehensively lays out
the priorities, strategies, policies,
programs, and proposed legislative
measures that will contribute to

the achievement of socioeconomic
targets. Among the specific objectives
of the PDP 2023-2028 is to establish
livable communities, which will

allow residents to thrive as these
communities offer equitable, inclusive,
and resilient opportunities for the
improvement of human well-being.
This objective also seeks to promote
the social environment, improve
environmental quality, upgrade the
built environments, and advance
responsive governance.

On top of these, the National
Economic and Development
Authority (NEDA), together with

other government agencies, the
private sector, academe, and civil
society, spearheaded the formulation
of the Philippine Action Plan for
Sustainable Consumption and
Production (PAP4SCP),?” which

was launched in early 2023. The
PAPASCP aims to identify concrete
interventions to address these
issues and influence behavior
towards accelerating sustainable
consumption and production in

the country. This plan also covers
programmatic interventions, including
circular economy approaches that
are geared towards decoupling the
country’s economic growth from
environmental degradation under the
“new normal” brought about by the
COVID-19 pandemic. Considering the
cross-cutting scope of the needed
interventions, the operationalization
of PAPASCP follows a whole-of-
society and whole-of-government
approach, primarily in implementing
and financing priority actions, as well
as in developing innovative and green
technologies and circular economy
practices across sectors.

It is also important to note that in
2022, under the administration of
then President Rodrigo Duterte, the
government issued Memorandum
Order No. 61,28 approving the 2022
Strategic Investment Priority Plan
(SIPP). The SIPP outlines specific
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industries which qualify for fiscal incentives under the Corporate Recovery and
Tax Incentives for Enterprises (CREATE) Act due to their importance to the
overall economy. The length of the incentives - such as income tax holidays
(ITH) and enhanced deductions (ED) - depends on which of the three

tiers a particular economic activity falls under.

Tier Il covers economic activities that are “envisioned to promote a competitive
and resilient economy and fill in gaps in the Philippines’ industrial value

chains, and are deemed critical in promoting green ecosystems, ensuring a
dependable health system, achieving robust self-reliance in defense systems,
and realizing modern, competitive, and resilient industrial and agricultural
sectors.” Specifically, this tier includes green ecosystems, which covers electric
vehicle (EV) assembly (e.g., pure EV, plug-in hybrid EV, hybrid EV, fuel cell

EV), manufacture of EV parts, components and systems, establishment and
operation of EV infrastructure; manufacture of energy efficient maritime vessels
and equipment; electronic devices and circuits for smart grid and renewable
energy (includes wearable solar devices); bioplastics and biopolymers;
renewable energy; energy efficiency and conservation projects; energy storage
technologies; and integrated waste management, disposal, and recycling.?®

The Extended Producer Responsibility (EPR) Scheme

Presently, people recognize the advantages that plastics provide in terms of
protecting, preserving, and ensuring the safe transportation of goods, most
especially food. On the other hand, people are also aware of the potential
negative effects that plastics may have on the environment and

public health if improperly managed after use.

A closer look at the situation, however, shows that plastics per se are not the
problem, and so completely removing them from the system may not be the most
practical solution, given the lack of better and widespread alternatives. Hence,
there is a need for a careful transition to address the prevailing old linear model
that is heavily centered on consumers’ throw-away mentality where goods are
immediately disposed of after use. Any change in this respect should be gradual in
order to provide a practical continuity in the production and distribution processes
and avoid unnecessary job cuts and resulting socioeconomic problems.

Armida Salsiah Alisjahbana,*° Undersecretary General of the United Nations

and Executive Secretary of the Economic and Social Commission for Asia

and the Pacific, has noted certain pace leaders in the Asia-Pacific in terms of
accelerating efforts to achieving the Sustainability Development Goals (SDGs) of
the United Nations. “The region is both a victim of the effects of climate change
and a perpetrator of climate change. Countries are not on track to achieve
greenhouse gas emissions reduction targets, and more countries must

report emission levels for all sectors to properly monitor their

contribution toward global climate agendas,” she said.
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Responsibility Act of 2022

Alisjahbana®! further stated that the
national accomplishments made across
the 17 Sustainable Development Goals
(SDGs) are grounded on evidence-based
approaches and offer encouragement
and useful lessons for other nations in
the region to adopt. Hence, the region
can collectively accelerate its progress
towards achieving the SDGs by learning
from and building on one another’s
accomplishments.

Despite some progress in recent
years, the Philippines is still far from
achieving mainstream sustainability as
aimed by the United Nations and global
environmental agencies.

A possible legislation institutionalizing
the Extended Producer Responsibility
(EPR) scheme in the Philippines was
already being discussed in various

fora before the onset of the COVID-19
pandemic, with the experience of
European models as the main reference.
The Organisation for Economic
Cooperation and Development (OECD)?
defines EPR as “an environmental
policy approach in which a producer’s

responsibility for a product is extended to

the post-consumer stage of a product’s
life cycle.” An EPR policy is characterized
by the following: (1) the shifting of
responsibility upstream toward the
producer and away from municipalities;
and (2) the provision of incentives to
producers to consider environmental
factors in designing their

respective products.

Republic Act (RA) No. 11898, otherwise
known as the Extended Producer
Responsibility (EPR) Act of 2022, lapsed
into law in July 2022. With the aim of
amending RA 9003 or the Ecological
Solid Waste Management Act of 2000,
the EPR Act seeks to establish an
efficient waste management system
that focuses on plastic waste reduction,
recovery, and recycling, and developing
environment-friendly products.
Specifically, it institutionalizes the
practice of the EPR scheme on “obliged”
enterprises that produce, sell, and
make use of plastics. Specifically, these
enterprises are mandated to establish
their own - either collectively with other

obliged enterprises or through a producer

responsibility organization (PRO) - an
EPR program to divert plastic waste
away from landfills and prevent its
leakage to the environment as well as
achieve plastic neutrality. Moreover,
obliged enterprises are given 20%
target recovery rates starting in 2022
for their generated plastic waste in the
immediately preceding year, and this
amount increases every year until it
reaches 80%.

Promoting Sustainability
Through Green
Manufacturing

Shifting to an Investment-Led Growth

The COVID-19 pandemic in early 2020
devastated most economies in the
world. The Philippines was not spared
from this public health emergency as it
forced the government to impose strict
lockdowns across the archipelago and
left the economy severely damaged.
Since these COVID-19 lockdown
measures had a significant impact on
economic activity, it was during this
year that the economy suffered its
worst full-year contraction of 9.5% -
the lowest since 1947, shortly after
World War Il - and set record-highs for
unemployment, national government
debt, and other indicators. The
COVID-19 crisis not only brought an
economic fallout; it also exposed the
fragility of the country’s healthcare
system and deficiencies of the
national government’s ability to
respond to emergencies.

Moreover, the pandemic briefly
pushed national attention away
from climate change and other
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environmental problems as the
Philippine government put greater
emphasis on public health, social
amelioration, and economic recovery.

A few years following the outbreak of
the COVID-19 pandemic, the findings
of the social surveys conducted by
Pulse Asia Research Inc. indicate that
Filipinos’ concern on the public health
crisis had somehow subsided. By now,
their most urgent national concerns
have become highly economic in
nature, particularly controlling inflation,
increasing the pay of workers,

and creating more jobs.33

As the Philippine economy gradually
picks up its former strength and
continues its recovery from the
detrimental impact of the COVID-19
crisis, the current period presents
itself as an opportunity to change the
government’s strategy in paving the
way for long-term economic expansion
by shifting to a more investment-driven
growth. For years, the economy has
traditionally been largely consumption-
led. It is about time the government
adopted an added measure to help
mitigate the impact of a looming global
cost-of-living crisis. These investments
could help create more jobs, provide
income security, boost consumption,
and ultimately stimulate the economy.

The recent public health crisis may
also be the perfect opportunity to
encourage more investments that are
aligned with the circular economy,
where waste and natural resources are
managed in an effective manner. In
the long run, these green investments
will not only create jobs and livelihood
opportunities for the people but will
likewise preserve the environment
while reducing the cost of extraction,
processing and distribution of raw
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materials and the final production of
goods. This includes the promotion
of renewable energy instead of the
traditional fossil-driven power plants
and factories, human activities that
produce lower carbon footprints and
built environments that depend less
on traditional energy sources.

As stated by author James Canton

in his book Future Smart: Managing
the Game-Changing Trends that Wil
Transform Your World,** achieving

a Green Economy based on clean
technology, jobs, businesses, laws, and
infrastructure would take decades to
build. Nonetheless, for the long-term
good, the Philippine government could
start providing fiscal and non-fiscal
incentives to attract these kinds of
investments, as well as to encourage
public-private partnerships (PPPs).

Moreover, in his 2022 study on
pursuing an investment-led and more
sustainable economic growth, former
Bangko Sentral ng Pilipinas (BSP)
Deputy Governor Diwa Guinugindo3®
underscored that a green and
inclusive recovery will increase

the resilience of economies and
societies amid the severe recession
and worsening environmental
challenges. He also emphasized that
environmental, social, and governance
(ESG) considerations in investment
decisions is crucial as they “correct
for a market failure known as tragedy
of the commons. ESG forces firms

to consider the real cost to the
environment and society that their
activities impose.” Guinigundo

added that:

This is especially relevant for the
Philippines, which is extremely
exposed to natural hazards and
calamities. These could potentially

spill overto the real economy and the
financial system. Natural disasters
interrupt the production activities
of firms and households, increasing
their financial vulnerability, reducing
the value of their assets pledged as
collateral for loans, and making it
more difficult for them to

repay their obligations.

As exhibited in their efforts in
cushioning the socioeconomic impact
of the COVID-19 emergency, the
private sector exhibited its capacity
as a strong driver of economic growth
and recovery post-pandemic. As
emphasized by Department of Trade
and Industry (DTI) Secretary Alfredo
Pascual: the private sector is “the
engine of economic growth.”3®

The Role of the Private Sector

In his 1982 study entitled The
Product-Life Factor,3” Walter R. Stahel
argued that the private sector has

the necessary resources and skills
that enable it to initiate the transition
towards a sustainable society, which is
characterized by the balanced use of
resources and other societal goals. He
added that potential disincentives and
challenges can be addressed through
appropriate education and fiscal and
policy measures. He further noted that:

The private sector, whether R&D,
manufacturing or finance, will find
innumerable business opportunities
in product-life extension activities -
reuse, repair, reconditioning and
recycling. Indeed, while increasing
the number of skilled jobs available
and reducing our dependence on
strategic materials, such activities
will provide the private sector with
fresh impetus to make cheaper



goods available as part of a self-replenishing economy built on a spiral-loop
pattern which allows a substitution of manpower for energy. In this way,
unemployment and poverty which certainly aggravate the fundamental
instability of the world economy might be substantially reduced.

Today, Filipinos on the ground recognize the private sector’s role as an
important driver of national growth and development. Based on the results of
a survey commissioned by the Stratbase ADR Institute to Pulse Asia Research
Inc. in September 2022, some 86% of Filipino adults agree that the private
sector plays a crucial role in accelerating the country’s economic growth.
Moreover, the survey found that 89% of Filipinos believe that the government
and the private sector should engage in partnership to sustain the country’s
economic recovery. In particular, Table 2 shows that around 19% of Filipinos
believe that the private sector can manage natural resources

and take care of the environment.

In another Pulse Asia survey commissioned by the Stratbase ADR Institute in
late 2022, 83% of Filipino consumers said they preferred products

and/or services of brands or enterprises that they believe have
environment-friendly operations and products (Table 3).

The 2022 CEO Survey®® of PwC Philippines and the Management Association

of the Philippines (MAP) noted that among the consumer trends following the
outbreak of the COVID-19 pandemic is consumers’ heightened awareness of
the effects of reduced human activity on the environment. As a result of this
realization, more people became encouraged to practice mindful consumerism,
therefore elevating sustainability awareness to one of their top concerns.

Moreover, according to the report,*® the
following are the major changes that CEOs
carried out in their respective business plans:
included technology and digital upskilling
goals in the business plan (64%); introduced
new talent retention and development
strategies (58%); improved the customer
experience (49%); increased the investments
in innovation (46%); incorporated ESG goals
in the business plan (30%); and expanded the
stakeholder engagement goals by including
employees, communities, and suppliers
(29%). On the other hand, around 11% of
CEOs did not make any significant changes.

Green Manufacturing

According to the United States Environmental
Protection Agency (EPA),*° sustainability

has become an indispensable objective
being pursued by an increasing number

of businesses across different sectors,
particularly in their strategy and operations
to boost growth and global competitiveness.
Among the reasons for this initiative are

to boost operational efficiency by cutting

Issues the Private Sector Can Address to Boost the Philippine Economy:
Philippines, September 17-21, 2022
(In Percent, up to 3 Responses)
Table 2
Base: Total Interviews, 100%
In your opinion, which of the following LOCATION CLASS
can private investors address to boost RP
the Philippine economy? You may give NCR BL VIS MIN ABC D E
up to three issues.
Creating jobs 69 77 71 60 66 62 71 64
Help uplift the lives of Filipinos out of 65 70 60 64 73 66 68 50
poverty
Expanding livelihood opportunities 49 50 47 57 48 51 49 50
Improving healthcare systems 37 29 44 37 27 33 38 34
Improving the quality of and access to
digital services 27 31 29 30 18 37 25 28
Managing natural resources and
taking care of the environment 19 18 17 24 21 15 20 20
Developing public infrastructure 16 14 16 15 21 16 15 25
Improving the quality of education 12 10 13 8 12 18 10 13
Source: Pulse Asia Research, Inc.
1ST QUARTER 2023 SPARK 13



As a consumer, do you prefer to
patronize products and/or services of
brands or enterprises that you believe
have environment-friendly operations
and products?

YES
NO
| don’t care how a product is made

| am not aware how the products |
use are made, whether it is good or
bad for the environment

Whether or Not They Prefer to Patronize Products and/or Services of Brands or Enterprises that Have
Environment-Friendly Operations and Products: Philippines, November 27-December 1, 2022

(In Percent)

Table 3
Base: Total Interviews, 100%
LOCATION CLASS

RP NCR BL vis MIN ABC D E

83 85 77 89 88 81 82 85
5 1 10 1 1 2 6 2
6 5 7 7 5 4 7 4
6 9 7 3 7 13 5 9

Source: Pulse Asia Research, Inc.

down costs and waste, respond to or reach
new markets and increase competitive
advantage, strengthen brand reputation
and establish public trust, build long-term
business viability, and respond to regulatory
constraints and opportunities.

A potential growth area is green or
sustainable manufacturing, which is defined
by the EPA as “the creation of manufactured
products through economically-sound
processes that minimize negative
environmental impact while conserving
energy and natural resources.” It also
enhances employee, community, and
product safety.** For the OECD,*? sustainable
manufacturing - or managing operations in
an environmentally and socially responsible
manner - has become a business imperative
and not just something that is nice to have
amid the increased costs of materials,
energy, and compliance, as well as higher
expectations of customers, investors,

and local communities.

Schneider Electric Chairman and Chief
Executive Officer Jean-Pascal Tricoire*®
noted that green manufacturing is not
just about leveraging high-tech materials
production and promoting energy-efficient
practices. In contrast to traditional
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manufacturing that is linear, green manufacturing is circular as it moves
beyond the 3R approach of “reduce, reuse, recycle” toward a 5R approach:
“repair, reuse, refurbish, re-manufacture, and recycle.” Through this strategy,
the use of resources can be optimized, and the life of products extended
considerably. For instance, Schneider has expressed its commitment to
recover 100% of its industrial waste at its 200 manufacturing sites by
2030. The global appliance manufacturer Whirlpool has also

adopted similar enhanced recycling practices.

In the case of the Philippines, several private enterprises have voluntarily
gone beyond their corporate social responsibilities in an effort to not just
improve their operations, but also to protect the environment and minimize
pollution. A noteworthy example is Coca-Cola Beverages Philippines’ (CCBPI)
first polyethylene terephthalate (PET) plastic bottle recycling facility known as
PETValue, which began operating at full capacity in 2022. With the objective
of developing a circular economy, this PHP 2.28-billion recycling plant is
anticipated to process around 2 billion pieces of used clear PET plastic bottles
every year. In addition, this initiative is aligned with the company’s goals of
making 100% of their packaging recyclable by 2025, and of using at least 50%
recycled material in their packaging by 2030. It is important to note that this
facility, which is a joint venture between CCBPI and Thailand-based chemical
company Indorama Ventures, was granted pioneer status by the Philippine
Board of Investments (BOI) in January 2021, and therefore enabled

the project to be eligible for tax incentives.**

Creating Sustainable and Green Infrastructure
According to the Asian Development Bank (ADB),*® investments are naturally

attracted to areas where there are adequate roads, ports, and other essential
infrastructure in place. Ultimately, these essentials determine the profitability




of a firm due to reduced production costs
and ability to reach wider markets.

Given this, another specific aspect in
national development where the private
sector can take the lead is in developing
green and sustainable infrastructure,
such as through public-private
partnerships (PPPs). It is clear that
Filipinos believe that the private sector
should actively infuse investments to
accelerate infrastructure development,
considering its multiplier effect. Not only
will these efforts improve the delivery
and transport of goods and services;
these will also contribute to poverty
reduction by creating jobs and livelihood
opportunities and providing income.

If carried out in such a way where
environmental considerations are taken
into account, then these infrastructure
investments will likewise play a critical
role in preserving the environment and
mitigating the impact of climate change.

Lessons and Policy
Recommendations

As the Philippine economy recovers from
the detrimental impact of the COVID-19
pandemic as well as other emerging
external risks, there is much room for
opportunities that can simultaneously
address the ongoing economic crises
and climate change, which is a long-term
threat that is expected to endanger the
planet’s survival in the years to come.

As the recent pandemic brought into
light the deep flaws of the prevailing
linear economic model, there is a need
to shift to a circular economy, where
scarce resources can be better managed
and used over the long term. Economic
crises should not push sustainability to
the backburner, even temporarily. Due to
the complex and multi-sectoral nature of
this predicament, all stakeholders must

actively take part in the solution and
genuine sustainability should be
swiftly integrated into all aspects

of people’s lives.

Instead of kick-starting economic
recovery through the traditional
approaches of a linear economy, it is
imperative to build communities and
infrastructure with “green” designs
that are grounded on sustainability
principles. Green investments not only
generate more jobs, spur the economy,
and minimize costs. They also conserve
the environment in the long run. By not
compromising the environment, the
business of production becomes more
efficient, sustainable, and less

costly over time.

The COVID-19 pandemic, global inflation
and the ongoing geopolitical tensions
between Ukraine and Russia provide

a larger backdrop that intensifies the
collective need to achieve the SDGs and
address long-term problems once and
for all. The economic rebuilding does not
have to continue according to the old
perspective of repeating past mistakes,
especially since the linear economy has
directly contributed to the depletion of
food sources on land and the sea.

Through new policy directions, the
Philippine government should gradually
redirect industry attention to the serious
risks and consequences of continuing
production based on the traditional
process. How the Filipino society
transforms in the coming years will
determine how sustainability and climate
change risks will be mitigated. Likewise,
how the country manages its environment
will directly affect socioeconomic
conditions regardless of the political
timelines of the national government.
The government should participate
consciously to bring human activity back
within the safe limits of the planet’s

resources by targeting to reduce
material extraction and consumption
by one-third, as recommended by
environmental experts. This may mean
added circular economy regulations
on tree-based products like paper

or related packaging tied up to
reforestation programs, recycling,
and development of mangrove-
oriented projects in coastal areas,
since mangroves have the capacity

to absorb more carbon dioxide,

thus greatly reducing greenhouse
effect while serving as a first line of
defense against typhoons and soil
erosion. Among the neutral human
activity programs are the use of bikes
instead of fossil-driven motor vehicles,
development of a “walk culture” with
the use of elevated walkways in urban
centers, promotion of digitalization

in transactions, and a reversal of the
“throw-away” culture based on the
circular solutions of narrow (use less),
slow (use longer), regenerate (use
again), and cycle (make clean).

Perhaps the only main challenge

that bears watching is in the areas of
construction, built environment and
the production of machines, tools and
gadgets. For now, these cannot yet

be completely replaced because of
serious socioeconomic repercussions.

It is about time that the country’s
manufacturing sector is optimally
strengthened through green
orientations by equally providing
foreign and local investors that cater
to both the international and domestic
markets with the right incentives.
Investors engaged in manufacturing
activities should be encouraged to
be more inward-looking to provide
the domestic consumer market -
which makes up a huge chunk of the
population - with more affordable
and accessible goods, while doing so
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under the domain of a circular economy.
After all, producing things right is less
costly over the long term because waste
is turned into a new raw material

and input for production.

As manufacturing enterprises play

a crucial role in spurring economic
growth, the government will do well to
extend support to them by giving them
uniform incentives that apply to both
export-oriented and domestic-positioned
ventures, such as defined income tax
holidays for certain sectors, softer
credit, and the like. The government
could likewise encourage bringing in
pioneering technology that could help

the country to become more competitive.

Green investments in manufacturing
will ensure that economic productivity

is promoted without compromising the
environment. These investments include
plastic waste infrastructure that could
support pooled companies’ recyclable
packaging initiatives, banking support

to finance recycling plants and civil
society involvement in implementing
sustainability programs on

the ground level.

With this focus of carving the path
towards a green investment-led growth
in the manufacturing sector, there will be
a strong multiplier effect in the form of
better opportunities to form new markets
targeting the country’s young population,
assuming that the government
addresses perennial issues about ease
of doing business, trade facilitation,
access to raw materials, and good
governance. Ultimately, this will generate
higher consumption, create more jobs
and livelihood opportunities, and allow
for greater prospects for upward
mobility. Hence, government support in
policy development is strongly needed

to enable an effective economic
transition from the linear economy

to the circular economy.

Amid a business environment
characterized by the existing sweet
spots enjoyed by the country in the
areas of demographics, natural
resources, geographical location, and
language facility, a green-oriented
manufacturing sector will become

a game-changing force multiplier in
powering up the country’s position

of strength in the world’s fastest
growing region. On this score, it
would be mutually beneficial for all if
stakeholders - government, private
sector, academe, civil society -
contribute their share to make the
collective achievement possible in the
foreseeable future by reducing, this
early, the economic and social costs
of the unmindful destruction

of the environment.
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