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ASEAN SMEs Landscape

Contribution of SMEs play an important role of regional growth

Country

Share of Total

Share of Total

Share of Total

Brunei
Cambodia
Indonesia
Lao PDA
Malaysia
Myanmar
Philippines
Singapore
Thailand

Viet Nam

Establishments Employments Share of GDP Exports
Share Year Share Year Share Year Share Year
98.2% 2010 58.0% 2008 23.0% 2008 - -
99.8% 2011 72.9% 2011 - - - -
99.9% 2011 97.2% 2011 58.0% 2011 16.4% 2011
99.9% 2006 81.4% 2006 - - - -
97.3% 2011 57.4% 2012 32.7% 2012 19.0% 2010
88.8% - - - - - - -
99.6% 2011 61.0% 2011 36.0% 2006 10.0% 2010
99.4% 2012 68.0% 2012 45.0% 2012 - -
99.8% 2012 76.7% 2011 37.0% 2011 29.9% 2011

97.5% 2011

51.7% 2011

P

ad S € a N Source: Eria sme research workin

vwmcm

Note: *Asian Development Bank (2013). **Registered numbers.
Source: Country Reports.
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 More than 97% of total establishments are
SMEs

* SMEs create more than half, and nearly all,
of employment

» 23-58 percent to the Gross Domestic
Product (GDP) derived from SMEs
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ASEAN SMEs Landscape

Critical challenges still remain for ASEAN SMEs

Opportunites

» Potential to increase energy, water, and food production, and to play a pro-
active role in responding to supply crises

« Potential to develop regional economic hubs—in health, education, logistics,
financial services, and tourism

Challenges ™

* Absence of a regional strategy to promote private sector investment in\x

research and development ﬂ
« Over-ambitious targets for accomplishing the ASEAN Economic Community
and lack of a clear integration vision beyond 2015
* Vulnerability to external shocks due to high degree of openness

» Erosion of advantages in the export-driven growth model followed so far -

&

a Sw?“ QMQ Source: Asian Development Bank Institute, ASEAN 2030 Toward a Borderless Economic Community, 201
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RICH concept

2030 aspirations - key development priorities to building a “RICH” of ASEAN

 to the capacity to handle volatilities and shocks, from within or
Resilience outside the region, reducing the likelihood of economic crises.

 to the need for ASEAN to achieve equitable economic
Inclusiveness development.

* a business environment where successful firms operate in
Competitiveness efficient markets under effective national and regional regulations.

» to environmentally sustainable development and growth.

Harmony

D

a SM?“ E“Q Source: Asian Development Bank Institute, ASEAN 2030 Toward a Borderless Economic Community, 2014.
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RICH concept

Filling the aspiration of ASEAN by tackling challenges by countries

- Resilience . Compettitiveness n ﬂ E

-« Enhance Macro .« Diversify the economy
economic management : .« Develop economic infrastructures

« Cultivate technology and innovation capability

Inclusiveness Harmony
« Develop human capital : ¢ Strenghthen governance and
: institutions

* Reduce inequalities

and improve social
cohesion u ) ¢

a SM?“ Q“Q Source: Asian Development Bank Institute, ASEAN 2030 Toward a Borderless Economic Community, 2014.



What next for SMEs?

ASEAN Economic Community: Structural Components

PILLARS CORE ELEMENTS

Free Flow of Goods Free Flow of Skilled Labor Priority Integration Sectors
| Agro-based products; air travel;

Single m arket automotive; e-ASEAN; electronics;

. Free Flow of Services Free Flow of Investment fisheries; healthcare; logistics;
And production rubber-based products; textiles and
Base _ _ apparel; tourism; wood-based
Freer Flow of Capital Food, Agriculture, and Forestry products

Competition Policy .
II. Consumer Protection Infrastructure Development

Competitive Taxati Transport; ICT
Economic S Energy; mining
i Infrastructure financin
Region Intellectual Property Rights 2
E-commerce
HI. Development of Small and Medium-Sized Enterprises
Equitable
Economic
Development Initiative for ASEAN Integration
\% Coherent Approach toward External Economic Relations (includes FTAs and CEPs)
Integration
Into the global
Economy Enhanced Participation in Global Supply Networks
ASEAN = Association of Southeast Asian Nations, CEP = comprehensive economic partnership, FTA = free trade agreement,
A I C T = inf o r mati o n and commumnication teochwnol ogy.

a Sw?” E“D Source: Asian Development Bank Institute, ASEAN 2030 Toward a Borderless Economic Community, 2014.
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ASEAN: A Fast moving region

Opportunities seizing

Thailand

» The international orientation of early-
stage entrepreneurial activity was
increased by six times from 2007.

* This means much more Thai
entrepreneurs run businesses to
serve foreign customers and had
participated in business
internationalization.

EM Thailand. (2011). Global Entrepreneurship Monitor:
GEM Thailand 2011 - National Report. Bangkok.

:?

» There is an increasing proportion of
Singapore SMEs that indicated that
clear priorities in internationalisation

* More than 50% of SMEs are looking
to grow their market share in their
existing markets, while 40% plan to
expand to more markets.

IE Singapore internationalization Survey 2012/2013

11



Proportion of International Customers

Proportion of International Customers in Asia-Pacific & South Asia, 2012

91.1
82.6

78.7

6.1

China Japan Korea Malaysia Pakistan Singapore Taiwan Thailand
o y N E ” I
®No customers outside country 1 - 25% of customers outside country
u 25 - 75% of customers outside country =75 -100% of customers outside country

Thailand shows the highest rates of entrepreneurs without customers outside the country (91.1%)

D

a Sus“ 9“9 Source: GEM 2012 Thailand and Global Adult Population Survey, in Global entrepreneurship monitor-Thailand Report, 2012.
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Business priorities (SMEs)

Percentage of SMEs with a clear business priorities

Increase market share in existing overseas | 557

markets
Increase in number of overseas markets
Collaborate with new overseas partners

Maintain existing priorities

Strengthening corporate and/or products
branding in overseas markets

Partner with established Singapore companies to 8%
venture abroad

Increase efforts to grow internationally through 7%
M&A

1%
Others

L

e - 13 »

MQ Source: IE Singapore Internationalisation Survey 2012/2013.

25%

23%

42%

3% What is
( 1 ~your number

o) one Priority?

SMEs in Singapore focus more on their
international markets, especially within
ASEAN region as to a robust growth outlook,
abundant resources and access to half a
billion people within a four-hour radius.

13
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Skills mismatch in SMEs workforce

A disparity between skilled required for SMEs and skills produced from institution

Job losses and gains Greater demand for skills

« Around 14 million additional jobs could .
be generated by 2025, but jobs will be
created in some industries and lost in .
others.

« Job gains for men could be greater than
those for women.

 ASEAN Member States will therefore need
to address existing problems of
unemployment, informality and poor job
quality while simultaneously dealing with
challenges emerging from closer regional
cooperation and integration

2014.

Caainegs »

H

The AEC will accelerate the demand for
skilled workers.

Governments can prioritize education and
training policies and align these with
national development and employment
policies to ensure that gains from integration
benefit the most vulnerable, including
women and young people.

ase n Source: ILR School, Cornell University, ASEAN Community 2015: Managing Integration for Better Jobs and Shared Properity,
b i
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Skills mismatch in SMEs workforce

A disparity between skilled required for SMEs and skills produced from institution

Lan

Demand side Supply side

Labor shortfalls and skills shortage « Deficit technical and vocational training

a— - « Lack of right skills to serve enterprises
,
\ 4

Skills of secondary graduates match enterprise needs

100%
Low skills worker 50 . . - I

Talent and skills addressing problem I I I I I

#

Non productive employment

Myanmar Philippines Cambcdia Lac PDR Indonessa Malaysa Singapore

. Strongly agree . Agree - Neither agree nor dis agree Disagree Strongly disagree

Source: ILO, Survey of ASEAN employers on skills and competitiveness (2013)

Source: Bureau for Employers’ Activities (ACT/EMP) - ILO Regional Office for Asia and the Pacific, The road to the ASEAN Economic Community
2015: The challenges and opportunities for enterprises and their representative organizations, 2014.
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Skills and Educational Mismatches

Estimated skills and educational mismatch in high-skill occupations in 2025 (thousand and per

cent)

16,000 80%
12,000 P o 60%
8,000 40%
. . 20%

o e N - . 0%

Laos Cambodia Viet Nam Thailand Viet Nam Indonesia
Additional underqualified workers under AEC in thousand (left axis) . Underqualified workers under baseline in thousand (left axis)

. Total Underqualified workers as per cent of high-skill employment (Right axis)

&

In Cambodia, Indonesia, Laos,
Philippines, Thailand and Viet Nam,
more than half of all high-skill
employment could be filled by workers
with insufficient qualifications.
Indonesia could face the challenge of
having the largest number of
underqualified workers in high-skill jobs
(13.3 million or 63.0 percent).

The number of underqualified
managers professionals, compared
between Cambodia and Laos, and
technicians combined could be fewer
than 900,000, though in both countries
this would represent around 59 percent
of the 1.5 million high-skill jobs.

These trends underline the importance
of improving higher education and
training to ease possible future
constraints on growth and investment.

asean Source: International Labour Organization and Asian Development Bank, ASEAN community 2015: Managing integration for
* 13 » CUlre

better jobs and shared prosperity, 2014.

-
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Skills mismatch

Higher degree or qualification does not serve the need of SMEs workforce but the need of
higher skills, language efficiency and innovative mindset tends to replace and balance those
gap in the near future.

Labor demand structure by types of business, and education

Agriculture “ 0.2

Trade I I 7.3
Service sector . I 13.7
Construction - I 15.6

Total _ 135 | 2/ KWW 0.9 (%)

Secondary/Less
than secondary

Vocational Certificate . High Vocational Certificate . Undergraduate . Postgraduate

D

ad S € a N Source: The Bank of Thailand, 2011.
Laaingas » i3 » culiere
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Comparisons of higher education

Myanmar (2011)
Philippines (2008)

Cambodia (2011)

Thailand (2012)

Indonesia (2010)

Brunei (2012)

Vietnam (2012)
Singapore (2012)
Malaysia (2010)

Laos (2012)

CP® PO|IC DIDIC VT

€ a N Source: UIS Data Center, 2013
Lwaingas » is » culire
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Solving the skills mismatch

In South Korea, the government started In Thailand, Office of the Higher
transforming a subset of existing vocational Education Commission (OHEC) support
schools into Meister Schools in 2010 and promoting Work-Integrated
(“Meister” is German for “craftsman”). The Education program in vocational school
government pays the students’ tuition, and university curriculum. Cooperating
room, and board; an extensive network of with local and international business
industry partners. sector to help student and prospective

workforce experiencing the real world of
business together with preparation the
right skills

D

a Sm?“ émf} Source: Cheryl Lim and Andrew Grant, McKinsey Center for Government, “Unleashing Youth in Asia 2014”.

~
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Innovation and Capacity of Innovation in ASEAN

Capacity of innovation in Malaysia, Indonesia, Laos and Myanmar have an interesting potential

to growth
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Innovation and technology
Beyond “Me Too” approach

73.4
« Thai entrepreneurs in general pursue this
“me too” approach in their entrepreneurial
activities
« Lack of financial resources for innovation
and the size of enterprises limit their
interest.
10.4 97 » 58.4% of total entrepreneurial activities
(TEA) and 73.4% of established business
- ownership (EST) offer no new products for
Product new to all  Product new to some Product new to none their customers.
customers customers customers  10.4% (TEA) and 9.7% (EST) respectively,
offer products that are new to all customers
as no new technology invested
* Need for more focus on R&D

58.4

31.2

16.8

ETEA EST

asea Source: School of Entrepreneurship and Management, Bangkok University (BUSEM), Global Entrepreneurship Monitor (GEM) Thailand,
-vw-w-:m Global Entrepreneurship Monitor, 2012.
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upport SMEs in technology adoption
\L(F;/ Singapore % | Malaysia

* SPRING - Technology Enterprise Facilitator & Act as catalyst * R&D - Industrial Technology Assistance
Commercialisation Scheme (TECS) for * SME Technopreneur Centre - To provide Program (ITAP)
Start-ups the ecosystem in creating a preferred * Financial Support and Tax Incentives
* IDA - Developing a vibrant infocomm investment location for technology * Infrastructure - Thailand Science Park
ecosystem, Enabling business innovation companies, with Cyberjaya as the » Supporting services - Talent Mobility
and transformation, Strategising and showcase. Programme
implementing e-Government * SME Corp. - Technical advisory services
to SMEs, Financing for New Growth Areas
including Green Technology and
Innovative Industries
 Sustainable Consumption and Production
(SCP) - to support the development of
green technologies
» The Star Accelerator Fund-The fund aims
to engage individuals and companies in
the technology based sector.
Q“Q Source: McKinsey Global Institute, Southeast Asia at the crossroads: Three paths to prosperity, McKinsey & Company, 2014. 24
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Development of entrepreneurial skills

Significant proportion of self-employment requires the development of entrepreneurial skills

A large proportion of self-employed workers
are in an informal economy

Largely contributes to the agricultural sector
and to the establishment of the small and
medium enterprises (SME).

Thai entrepreneurs had become more

opportunity driven rather than necessity driven.

Most new entrepreneurs decided to be self-
employed by their choices not being forced by
economic factors.

26



Overall scores for promotion of entrepreneurial education

Entrepreneurship learning programs

5.0

4.2

) ' . average
L 23 I
©Q U v U w = 9 a &
® L o & C

D

&Suﬁggﬂ innovative asean SMEs, 2014.

Key competencies of entrepreneurship
learning programs are not well
introduced into the general and higher
education system, and do not have an
active collaboration with the private
sector to develop curricula, research,
customized training, coaching,
internship, business awards and
scholarships. Non-formal education in
entrepreneurship and management of
SMEs are not well promoted

Source: Economic Research Institute for ASEAN and East Asia (ERIA) and OECD, Asean SME policy index 2014: towards competitive and

27



:?

Cultivating youth entrepreneurship

- Access to capital

- Management skills

« Business Consulting
« Training courses

e | nnovation

“9. gaﬂ Source: Cheryl Lim and Andrew Grant, McKinsey Center for Government, “Unleashing Youth in Asia 2014”.
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The challenges of women start up

Gender still considered to hinder women potential in business

Lanl

culerd

= Perspectives of future and
challenge

= 54% of women primarily on their children
compare to 7% of men, life balance

= High skilled people are the biggest

Employee hiringltraining challenge in order to run business

Finaciance and Government
support capital came from household saving

= 67% of owner said 100% of their start up

Source: The asia foundation, “Access to Trade and Growth of Women's SMEs in APEC Developing Economies”, Online <http://
www.asiafoundation.org/media/view/video/M6Po0aEp-Fg/access-to-trade-and-growth-of-womens-smes-in>.
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Top 13 countries with highest percentage of female
entrepreneur

Percent of Women entrepreneurs

45.42

26.60

2171 2062 2047 19.95

16.02  15.51 15.50
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€ a N Source: Global Entrepreneurship Monitor, 2007 .
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Women participation: Case of Thailand

Women in Thailand were even more involved in business start-ups than men

14.7
11.0 10.8
7.8
5.9 6.2
. 2.1 2.3
China Japan Korea Malasia
¢ w &

B % of male population involved in TEA

(TEA: Total Entrepreneurial Activity)

21.3 20.6

13.2
10-0 9.1
6.0
1.2

Pakistan Singapore Taiwan
% of female population involved in TEA
(EST : Established Business Ownership)

17.3

Thailand
—

The Asia-Pacific & South Asia region on average showed 12.5% TEA rates for the male population and
7.4% for female. Broken down into the different countries of this region, Thailand is the only country
showing higher female TEA as well as the highest TEA rates, combined men and women

N
asea

~

ﬂ Source: Global Entrepreneurship Monitor, 2007 .

¢
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Conclusions: Current issues for ASEAN SMEs
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THANK YOU
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