Supply Chain Resilience in a Fragmented Sustainability Landscape

(ASEAN)

Case Overview

ASEAN has emerged as a critical hub in global manufacturing and supply chains, benefiting
from diversification away from China, competitive labor costs, and strategic geographic
positioning. Multinational corporations increasingly view Southeast Asia as a growth engine

for electronics, automotive components, apparel, food processing, and logistics.

Yet ASEAN’s supply-chain attractiveness is matched by significant sustainability and
governance complexity. Unlike single-market economies, ASEAN is a region of highly
fragmented regulatory capacity, uneven enforcement, diverse political systems, and varying
exposure to climate risk. While Singapore offers strong institutions and predictable
enforcement, other ASEAN markets face constraints related to corruption, labor standards,

infrastructure resilience, and environmental oversight.

This case explores how companies and investors can build resilient, sustainable supply chains
across ASEAN without relying on uniform ESG assumptions or centralized regulatory

enforcement.



Regional and Market Context

ASEAN’s economic integration masks substantial institutional diversity. As discussed in the
book, sustainability outcomes across ASEAN are shaped less by regional commitments and

more by national enforcement capacity, governance quality, and informal business norms.

» Singapore functions as a governance and financing anchor, offering strong
disclosure, enforcement and legal certainty.

e Malaysia and Thailand provide manufacturing scale and export capacity but face
labor, environmental and governance execution gaps.

o Indonesia and the Philippines present large labor pools and resource exposure,
alongside heightened risks related to corruption, climate vulnerability and regulatory

inconsistency.

These differences create both opportunity and risk for firms attempting to regionalize supply
chains under pressure from geopolitical realignment, climate disruption, and stakeholder

expectations.



The Strategic Sustainability Challenge

Companies operating across ASEAN face several interlinked sustainability challenges:

e Regulatory fragmentation: ESG standards and enforcement differ markedly across
markets.

e Labor and human rights risk: Migrant labor, subcontracting and informal
employment complicate oversight.

o Environmental exposure: Flooding, heat stress, and extreme weather pose direct
threats to logistics and production continuity.

e Governance risk: Weak enforcement capacity increases reliance on corporate self-

discipline and buyer-driven standards.

Unlike jurisdictions with strong regulators, supply-chain sustainability in ASEAN often
depends on lead firm governance, contractual leverage and buyer monitoring rather than state

enforcement.



Supply Chain Resilience in Practice

To manage these risks, leading firms operating in ASEAN have adopted a combination of

strategies:

o Hub-and-spoke models, anchoring governance, financing and compliance functions
in Singapore

e Supplier tiering, focusing intensive oversight on high-risk or high-impact suppliers

e Redundancy and diversification, rather than cost-minimization alone

o Climate adaptation planning, including site selection, infrastructure upgrades and
insurance

e Private governance mechanisms, such as audits, capacity-building, and long-term

supplier relationships

These approaches reflect a shift from efficiency-driven supply chains toward resilience-

oriented design, where sustainability risk is treated as a core operational concern.



Decision Point

By the mid-2020s, many multinational firms face a shared question:

How can companies build ASEAN supply chains that are resilient, cost-competitive, and
sustainable—without assuming regulatory convergence or uniform ESG enforcement

across the region?

Executives must decide how much to invest in supplier oversight and redundancy. Investors
must evaluate whether supply-chain resilience is adequately governed and priced.
Policymakers face pressure to attract investment while strengthening sustainability

safeguards.



Learning Objectives

After discussing this case, students should be able to:

1. Understand ASEAN as a fragmented sustainability landscape, not a single market

2. Analyze supply-chain risk across labor, environment, governance, and climate
dimensions

3. Evaluate private governance mechanisms in weak-enforcement contexts

4. Assess trade-offs between cost efficiency and resilience

5. Apply sustainability concepts to regional supply-chain design



Discussion Questions

1.

Why does supply-chain sustainability risk vary so significantly across ASEAN
markets?

How should companies balance reliance on state regulation versus private governance
in ASEAN?

What role does Singapore play in regional supply-chain sustainability and oversight?
How should investors assess supply-chain resilience when disclosure quality varies
widely?

Is supply-chain redundancy a sustainability cost or a strategic investment?



