
Investing in Natural 
Capital for a Sustainable 
Future in the Greater 
Mekong Subregion
September 2015



Investing in Natural 
Capital for a Sustainable 
Future in the Greater 
Mekong Subregion
September 2015



  Creative Commons Attribution 3.0 IGO license (CC BY 3.0 IGO)

© 2015 Asian Development Bank
6 ADB Avenue, Mandaluyong City, 1550 Metro Manila, Philippines
Tel +63 2 632 4444; Fax +63 2 636 2444
www.adb.org; openaccess.adb.org

Some rights reserved. Published in 2015. 
Printed in Thailand. 

ISBN 978-92-9257-145-0 (Print), 978-92-9257-146-7 (e-ISBN)
Publication Stock No. RPT157686-2
	   
Cataloging-In-Publication Data

Asian Development Bank.
	 Investing in natural capital for a sustainable future in the Greater Mekong Subregion.
Mandaluyong City, Philippines: Asian Development Bank, 2015.

1. Natural capital  2. Greater Mekong Subregion  3. Sustainable development   I. Environment Operations Center.

The views expressed in this publication are those of the authors and do not necessarily reflect the views and policies of the 
Asian Development Bank (ADB) or its Board of Governors or the governments they represent. 

ADB does not guarantee the accuracy of the data included in this publication and accepts no responsibility for any 
consequence of their use. The mention of specific companies or products of manufacturers does not imply that they are 
endorsed or recommended by ADB in preference to others of a similar nature that are not mentioned.

By making any designation of or reference to a particular territory or geographic area, or by using the term “country” in this 
document, ADB does not intend to make any judgments as to the legal or other status of any territory or area.

This work is available under the Creative Commons Attribution 3.0 IGO license (CC BY 3.0 IGO) https://creativecommons.
org/licenses/by/3.0/igo/. By using the content of this publication, you agree to be bound by the terms of said license as well 
as the Terms of Use of the ADB Open Access Repository at openaccess.adb.org/termsofuse

This CC license does not apply to non-ADB copyright materials in this publication. If the material is attributed to another 
source, please contact the copyright owner or publisher of that source for permission to reproduce it. ADB cannot be held 
liable for any claims that arise as a result of your use of the material.

Attribution—In acknowledging ADB as the source, please be sure to include all of the following information: 
Author. Year of publication. Title of the material. © Asian Development Bank [and/or Publisher].  

https://openaccess.adb.org. Available under a CC BY 3.0 IGO license. 

Translations—Any translations you create should carry the following disclaimer:
Originally published by the Asian Development Bank in English under the title [title] © [Year of publication] Asian 

Development Bank. All rights reserved. The quality of this translation and its coherence with the original text  
is the sole responsibility of the [translator]. The English original of this work is the only official version.

Adaptations—Any adaptations you create should carry the following disclaimer:
This is an adaptation of an original Work © Asian Development Bank [Year]. The views expressed here are those of the 

authors and do not necessarily reflect the views and policies of ADB or its Board of Governors or the governments they 
represent. ADB does not endorse this work or guarantee the accuracy of the data included in this publication and accepts 
no responsibility for any consequence of their use.

Please contact OARsupport@adb.org or publications@adb.org if you have questions or comments with respect  
to content, or if you wish to obtain copyright permission for your intended use that does not fall within these terms,  
or for permission to use the ADB logo.

Note: In this publication, “$” refers to US dollars.
Front cover photo by Steve Griffiths, ADB.
Back cover photo by Hermione McCosh.

GMS Environment Operations Center
23rd Floor, The Offices at Central World
999/9 Rama 1 Road, Pathumwan
Bangkok 10330
Tel +66 2 207 4444; Fax +66 2 207 4400
E-mail: info@gms-eoc.org
Website: www.gms-eoc.org



iii

Contents

Acknowledgments	 iv

Abbreviations	 v

Executive Summary	 vii

Introduction	 1

Chapter 1. �Natural Capital: What It Is and Why It Is Important in the  
Greater Mekong Subregion	 3

1.1	 What is Natural Capital?	 4

1.2	 Global Importance of Natural Capital	 7

1.3	 Importance of Natural Capital in the Greater Mekong Subregion	 8

1.4	 Status of Natural Capital in the Greater Mekong Subregion	 11

1.5	 Investing in Natural Capital	 23

1.6	 Using Natural Capital to Tackle Environmental and Social Issues	 30

Chapter 2. Current Efforts to Promote Natural Capital Investments 
	   in the Greater Mekong Subregion	 37

2.1	 Policies and Programs	 38

2.2	 Legislation and Institutions	 42

2.3	 Financing	 43

2.4	 Fiscal and Economic Instruments	 43

2.5	 Natural Capital Valuation 	 45

Chapter 3. Enabling Future Investments in Natural Capital 	 47

3.1	 A Framework for Investing in Natural Capital	 47

3.2	� Assessing, Valuing, and Accounting to Unlock Investments  
in Natural Capital � 49

3.3	 Raising Awareness of, and Mobilizing Support for, Natural Capital 	 53

3.4	 Capturing the Value of Natural Capital in Regulations, Fiscal Incentives,  
	 and Market-based Instruments	 56

3.5	 Mobilizing Public and Private Financing 	 58

3.6	 Information, Tools, and Approaches to Support Decision Making	 65

Chapter 4. The Way Forward	 71

References	 75



iv

Acknowledgments

This report was prepared under the guidance of the Greater Mekong Subregion (GMS) 
Working Group on Environment, together with staff and consultants of the Asian 
Development Bank (ADB). ADB staff Sanath Ranawana, Javed Mir, Suchin Teoh, 
Ancha Srinivasan, Bruce Dunn, Pavit Ramachandran, Uzma Hoque, and Raza Farrukh, 
provided strategic guidance or technical inputs. Consultants under ADB’s GMS Environment 
Operations Center (EOC) coordinated the compilation and production of the report and 
conducted much of the research. EOC inputs were led by Sumit Pokhrel, Shannon 
Wang, Ornsaran Maunamorn, and Duncan McLeod, with support from Bopha Seng, 
Eric Wikramanayake, Iain Watson, Jerry Chen, Jiao Xi, Lothar Linde, Michael Green, 
Sebastian Philipps, Quyen Hanh Nguyen, Somphavanh Nakhavong, Teo Dang Do, Tin Win 
Win Ei, and Vong Sok. Consultants from ADB’s GMS Core Agricultural Support Program 
also provided inputs, namely Janis Tebecis, Thamrongsak Moenjak, Apichai Thirathon, and 
Thamana Lekprichakul.

The following external organizations contributed technical inputs: Conservation 
International; the Consortium of International Agricultural Research Centers 
(Joost Vervoort, Rathana Peou); GIST Advisory (Kaavya Varma); the Global Footprint 
Network (Mathis Wackernagel and Phillip Fullon); the Institute for Global Environment 
Strategies (Puja Sawhney); the Institute for Social and Environmental Transition 
(Richard Friend); the International Food Policy Research Institute (Daniel Mason‑D’Croz); 
the International Institute for Applied Systems Analysis (Amanda Palazzo); the International 
Water Management Institute (Matthew McCartney); the Mekong Adaptation and Resilience 
to Climate Change Project of the US Agency for International Development (Paul Hartman 
and Shelley Gustafson); the Mekong Futures Institute (Alex Smajgl); the Mekong River 
Commission (Basin Development Plan, Environment Programme); Southeast Asia START 
(Suppokorn Chinvanno); the Stockholm Environment Institute (Albert Salamanca, Chayanis 
Krittasudthacheewa, Wathanyu Amatakakul, Charles Rodgers, Eric Kemp-Benedict); the 
United Nations Convention on Combating Desertification (Christina Wollesen, Siv Oystese, 
Simone Quatrini, Elisabeth Barsk); the United Nations Development Programme (Gan Pek 
Chuan and Midori Paxton); the United Nations Economic and Social Commission for 
Asia and the Pacific (Hitomi Rankine); the United Nations Environment Programme 
(UNEP) (Makiko Yashiro, Keiko Nomura, Aaron Vuola, Pushpam Kumar, Ersin Esen, 
Nicolas Bertrand); the UNEP’s World Conservation Monitoring Centre (Charlotte 
Hicks, Ralph Blaney, Marieke Sassen, Val Kapos); and the World Wild Fund for Nature 
(Aaron Vermeulen, Chloe Hill, Hanna Helsingen, Louise Gallagher, Alasdair Forman). 
The contributions of Kewal Thapar, Luke Brander, Peter Cutter, Raji Dhital, and Camille 
Bann are also gratefully acknowledged.

Duncan McLeod saw this report through production. It went through peer review by 
Pavan Sukhdev and Robert Costanza, technical editing by Alastair Sarre, and manuscript 
editing by Mary Ann Asico. Scand-Media designed and executed the page layout and the 
cover artwork.

Finally, the report could not have been compiled without the funding support to the 
GMS Core Environment Program provided by ADB, the governments of Finland and 
Sweden, the Global Environment Facility, the People’s Republic of China Regional 
Cooperation and Poverty Reduction Fund, and the Nordic Development Fund.



v

Abbreviations

ADB	 Asian Development Bank
ASEAN	 Association of Southeast Asian Nations
PRC	 People’s Republic of China
CBD	 Convention on Biological Diversity
CEP	 GMS Core Environment Program
D	 Vietnamese dong
EMM4	 4th GMS Environment Ministers’ Meeting
EOC	 Environment Operations Center
FDI	 foreign direct investment
GDP	 gross domestic product
GHG	 greenhouse gas
GMS	 Greater Mekong Subregion
ha	 hectare
I-GEM	 Indonesia Green Economy Model
IMBM	 incentive- and market-based mechanism
IWRM	 integrated water resources management
Lao PDR	 Lao People’s Democratic Republic
LEAP	 Long-range Energy Alternatives Planning system
LMB	 Lower Mekong Basin
m3	 cubic meter
MCA	 multi-criteria analysis
NBSAP	 national biodiversity strategy and action plan
ODA	 official development assistance
PA	 protected area
PES	 payments for ecosystem services
PFES	 Payments for Forest Environmental Services (Viet Nam)
REDD	 Reducing Emissions from Deforestation and Forest Degradation
REDD+	� Reducing Emissions from Deforestation and Forest Degradation, as well as 

conserving and enhancing forest carbon stocks and practicing sustainable 
forest management in developing countries

RIF	 GMS Regional Investment Framework
SEA	 strategic environmental assessment
SEEA	 United Nations System of Environmental–Economic Accounting
SMEs	 small and medium-sized enterprises
UNCCD	 United Nations Convention to Combat Desertification
UNDP	 United Nations Development Programme
UNEP	 United Nations Environment Programme
WEAP	 Water Evaluation and Planning system



Duncan McLeod, EOC



vii

Executive Summary

Natural capital has been a key contributor to the subregion’s rapid economic growth over 
the past 3 decades or so. However, the subregion’s key natural capital stocks are in a state 
of decline. This is evident by the degradation of arable land; considerable losses in forests, 
wetlands, and mangroves; and many species of fauna and flora becoming endangered or 
even extinct.

The Greater Mekong Subregion (GMS) is poised to continue developing at a significant 
pace. The subregion is well placed to benefit from the emerging Association of Southeast 
Asian Nations Economic Community due to its strategic geographic positioning, extensive 
subregional connectivity, and strong sense of community established through 2 decades of 
subregional cooperation.

The GMS Regional Investment Framework Implementation Plan (2014–2018), comprising 
a pipeline of prioritized investment projects worth over $30 billion and approved by 
GMS leaders at the 5th GMS Summit in Bangkok in December 2014, is indicative of the 
subregion’s development potential.

However, the sustainability of the subregion’s future prosperity could be undermined unless 
the GMS invests significantly more in safeguarding and enhancing its natural capital. 
Indeed, in the context of the subregion’s vulnerability to climate change, natural disasters, 
and human-induced shocks, investments in natural capital present some of the most 
economically viable and socially inclusive adaptation and resilience strategies. Investing in 
natural capital will greatly help the GMS realize inclusive and sustainable development.

Below are key messages from this report on natural capital in the GMS.

Natural capital underpins the socioeconomic development of GMS countries 
and the achievement of inclusive and sustainable growth in the subregion 
Natural capital, which accounts for 20%–55% of the total wealth of GMS countries, has 
been a key contributor to the rapid economic growth achieved in the subregion in the past 
3 decades. Agriculture (including forestry) makes up about 30% of gross domestic product 
(GDP) in Cambodia, the Lao People’s Democratic Republic (Lao PDR), and Myanmar, and 
is the main source of employment in the GMS, engaging between 38% (in Thailand) and 
74% (in the Lao PDR) of the labor force. The Mekong River supports the world’s largest 
inland fishery, with annual turnover of $1.4 billion–$3.9 billion. Natural capital also sustains 
the manufacturing and service sectors—such as the thriving furniture industry in Viet Nam, 
the world’s sixth‑largest exporter of furniture, and tourism, which contributes about 17% of 
GDP in Yunnan Province, the People’s Republic of China (PRC). 

Natural capital is critical for maintaining the resilience of GMS countries 
to natural and human-induced shocks 
The GMS is highly vulnerable to climate change, particularly in its extensive low-lying 
coastal areas, which are also among the world’s most productive agricultural lands and 
fisheries. Projections of temperature and rainfall under climate-change scenarios suggest 
that critical thresholds for many crops in the Lower Mekong Basin (LMB) will be exceeded 
by 2050. Ecosystems, such as watersheds, wetlands, mangroves, and coastal dunes, 
provide invaluable regulatory services that buffer the effects of extreme weather events, 
such as storms and droughts. Historically, rural communities have depended on nature 
(e.g., forests and wetlands) for subsistence as part of strategies for coping with and 
recovering from natural and human-induced shocks. 
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