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T
he Fourth Industrial Revolution refers to a set of highly disruptive technologies, such as 
artificial intelligence (AI), robotics, blockchain and 3D printing, that are transforming 
social, economic and political systems and putting huge pressure on leaders and 
policy-makers to respond.

Over the past 50 years, ASEAN has notched up many notable achievements. But the era of 
the Fourth Industrial Revolution is changing the landscape in significant ways. It is increasingly 
apparent that the ASEAN organization should consider a new approach to regional policy and 
governance. The current model, loosely described as “the ASEAN Way”, has proven itself to 
be highly effective. The core principles of this approach to regional relations must remain. But, 
alongside the ASEAN Way, the region needs a new operating system.

The impact of the Fourth Industrial Revolution on ASEAN will bring huge benefits, such as 
empowering SMEs and creating new ways to connect citizens to healthcare. Equally, it will 
bring tremendous challenges, such as deep disruption to jobs as AI and advanced robotics 
undermine both manufacturing and services jobs.

This also explains why ASEAN must adopt a regional approach to navigating the Fourth 
Industrial Revolution. Yes, national-level policies are critical, and ASEAN nations are pursuing 
these diligently, such as Thailand 4.0 and Singapore’s Smart Nation initiative. But the 
technologies of the Fourth Industrial Revolution do not recognize national borders. If ASEAN 
leaders do not think regionally, they will miss out on opportunities and fail to address growing 
challenges.

The Fourth Industrial Revolution also calls for a new way of formulating policy and regulation. 
The speed of change under the revolution is accelerating, and the old ways of crafting 
policy, especially cross-border policy, are too slow, too backward-looking and too rigid. 
Instead, governance and regulation need to become more agile, faster, more iterative and 
experimental. 

Have fun reading!

Mohammad Husain Mohd Dawoed

Is ASEAN Ready For The Fourth 
Industrial Revolution?

Mohammad Husain Mohd Dawoed is a Master Coach and the Chief Operating Officer of the Centre for Entrepreneur 
Development and Research (CEDAR).
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C
omprehensive data 
reveals that the economy 
of the Association of 
Southeast Asian Nations 
(ASEAN) expanded 

robustly in the third quarter, with 
GDP growth notably overshooting 
preliminary estimates. According 
to an estimate compiled by Focus 
Economics, regional GDP grew 
a buoyant 5.5% annually in Q3, a 
sharp acceleration from Q2’s 5.0%. 
The result marks the fastest growth 
rate since Q4 2012 as the region 
benefited from the tailwinds of 
higher commodity prices and healthy 
global demand.

The regional growth estimate was 
revised upward primarily because 
of stellar performances in Malaysia 
and Thailand. In Malaysia, GDP 
growth overshot expectations as 

the economy fired on all cylinders: 
Consumers loosened their purse 
strings, investment soared, exports 
boomed and government spending 
picked up ahead of next year’s 
election. Thailand’s economy also 
benefited from robust export 
growth, which has had positive 
spillover effects on investment in the 
country. Singapore’s GDP figure for 
the third quarter was also revised up 
in a recent estimate, revealing the 
largest expansion since Q4 2013 as 
the economy benefited from strong 
global demand for electronics 
products.

Three of the region’s major players 
took a step towards deeper 
economic ties in December to boost 
trade and investment between their 
economies. The central banks of 
Indonesia, Malaysia and Thailand 

launched a local currency settlement 
framework on 11 December, which 
will come into effect on 2 January. 
The framework will promote the 
use of local currencies in trade and 
investment, cutting the transaction 
costs of doing business and fostering 
closer cross-border relations. In 
addition, the agreement could help 
reduce the economies’ reliance on 
U.S. dollars, although the broader 
economic effects will be more visible 
in the long-run. The move is in line 
with ASEAN’s overarching vision of a 
more closely integrated economy.

This Year’s Tailwinds to Remain in 
Place in 2018

A combination of healthy labor 
markets, buoyant infrastructure 
spending and strong global demand 
are expected to lift growth in the 

Growth Surges in Q3 to 
Nearly Five - Year High

ASEAN Outlook for 2018:

by CEDAR Business Intelligence Team

The tailwinds that propelled growth last year are 
expected to remain largely in place and fuel another year 
of vigorous growth.
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ASEAN economy to a four-year high 
of 5.1% in 2017. Next year, these 
tailwinds are expected to remain 
largely in place and fuel another year 
of vigorous growth. Firm demand 
for technological goods will support 
exports of electronics, while higher 
commodity prices will support 
exports of minerals. Moreover, 
business friendly reforms and a 
pipeline of infrastructure projections 
should boost investment. A busy 
political calendar could result in 
higher government spending ahead 
of key elections in 2018 and 2019. The 
Consensus Forecast for the region 
is 5.0% growth in 2018, unchanged 
from last month’s projection. In 2019, 
growth is seen steady at 5.0%.

This month’s stable outlook was 
driven by unchanged projections 
for 3 of the region’s 10 economies, 
including major player Indonesia. 
Meanwhile, Brunei, Cambodia, 

Malaysia, the Philippines, Singapore, 
Thailand and Vietnam all saw their 
forecasts upgraded.

Myanmar is forecast to be the region’s 
fastest-growing economy next year, 
with growth of 7.4%, followed by 
Cambodia. On the other end of the 
spectrum, Brunei is expected to grow 
2.6%, and the more mature economy 
of Singapore is seen increasing 
2.7%. Looking at the major players, 
Indonesia will lead the pack and is 
seen expanding 5.3%, followed by 
Malaysia with 5.1% growth. Thailand 
is seen growing a more moderate 
3.6%.

INDONESIA | Policymakers Act 
to Ensure Financing Woes do not 
Interfere With Spending Goals

Incoming data for the fourth quarter 
suggests that the economy is slowly 
gaining momentum, after growth 
edged up in the third quarter. Retail 
sales picked up pace in October, and 
export growth accelerated in the 

Myanmar is forecast to be 
the region’s fastest-growing 

economy next year, with 
growth of 7.4%, followed 

by Cambodia. On the 
other end of the spectrum, 
Brunei is expected to grow 
2.6%, and the more mature 

economy of Singapore 
is seen increasing 2.7%. 

Looking at the major 
players, Indonesia will 

lead the pack and is seen 
expanding 5.3%, followed 

by Malaysia with 5.1% 
growth. Thailand is seen 

growing a more moderate 
3.6%.
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same month. Moreover, consumer 
confidence and the manufacturing 
PMI both rose in November. The 
positive influx of data suggests 
that the economy is finally kicking 
into a higher gear. Despite several 
government stimulus plans, annual 
growth has hovered around 5.0% 
since 2014, in part due to financing 
constraints that have hampered the 
government’s infrastructure drive. In 
December, the government sold USD 
4.0 billion in five-, ten- and thirty-
year bonds to shore up revenues 
and finance its 2018 budget. The 
government has also recently taken 
steps to increase tax revenues, 
including amending contracts 
with several of the largest mining 
companies operating in the country.

Buoyant infrastructure spending 
and healthy household consumption 
should prop up growth next year. We 
expect GDP expanding 5.3% in 2018, 

which is unchanged from last month’s 
forecast. In 2019, the economy is 
seen growing 5.4%.

THAILAND | External Sector Fuels 
Vibrant Q3 Growth

The economic recovery continued 
in the third quarter, with the Thai 
economy posting a stellar growth 
rate. GDP increased 4.3% in annual 
terms, accelerating from 3.8% in the 
second quarter and beating market 
expectations. While the agricultural 
sector had a solid showing, growth 
was primarily driven by the external 
sector; exports have performed 
robustly throughout most of the 
year. On the domestic front, private 
consumption grew at a slightly 
quicker pace in the third quarter. Low 
inflation and interest rates, together 
with rising wages, buttressed 
household spending. The momentum 
is likely to carry over to the final 

On the domestic front, 
private consumption grew 

at a slightly quicker pace 
in the third quarter. Low 

inflation and interest rates, 
together with rising wages, 

buttressed household 
spending. The momentum 
is likely to carry over to the 

final quarter of the year, 
according to recent data.
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quarter of the year, according to 
recent data. Exports and tourist 
arrivals increased in October, and 
the business confidence indicator 
recorded a slight improvement 
in November, signaling increased 
optimism in the non-manufacturing 
sector. However, private consumption 
growth slowed in October despite 
improved consumer confidence.

Robust overseas demand and 
sizable public investments are 
expected to support economic 
growth next year, but downside risks 

remain. Growth is likely to moderate 
on the back of a slowdown in 
external demand, as the external 
sector is currently benefitting from 
a notable base effect. Moreover, 
the underlying fundamentals of 
private consumption remain weak 
and households are highly indebted. 
Economic activity and confidence 
levels could also be dented by 
uncertainty around the general 
election set to be held next year. We 
expect the economy to grow 3.6% in 
2018, up 0.1 percentage points from 
last month’s forecast. We project 
3.5% growth in 2019.

MALAYSIA | Economy Grows 
Notably in Q3 on Domestic and 
External Demand

The economy recorded unexpectedly 
strong annual GDP growth in Q3, 
posting its most robust expansion 
in over three years on broad-based 
gains across the real and external 
sectors. Domestic demand was 
propelled by upbeat activity in the 
manufacturing and services sectors, 
which both accelerated from the 
previous quarter. Vibrant household 
spending signaled the continued 
health of the private sector and 
tight labor market dynamics. An 

acceleration in public spending from 
a quarter earlier also contributed to 
the robust fixed investment dynamics 
on display in Q3. Moreover, the 
external sector thrived as exports 
jumped to double-digit annual 
growth on impressive regional trade 
and a healthy global economy. 
Leading data from October was 
mixed: The external sector posted 
impressive growth in exports and the 
widest trailing trade surplus in more 
than a year, while the industrial sector 
saw the weakest acceleration since 
late 2016.

Robust GDP growth is expected 
again in 2018 as household spending 
should continue to benefit from low 
unemployment and fixed investment 
will get a helping hand from upbeat 
industrial and services sectors. 
Moreover, exports are expected 
to continue picking up steam. The 
consumer-friendly 2018 budget that 
was passed on October will focus 
on narrowing the fiscal deficit ahead 
of next year’s general election. 
FocusEconomics Consensus Forecast 
panelists expect GDP to expand a 
healthy 5.1% in 2018, up from last 
month’s estimate, and 4.9% in 2019.

MONETARY SECTOR | Inflation 
Inches Down in November

Preliminary figures reveal that price 
pressures moderated in ASEAN in 
November, with inflation inching 
down from 2.6% in October to 2.5%. 
Most of the economies saw lower 
inflation in November. Monetary 
tightening in the United States has 
caused the majority of the region’s 
central banks to keep their monetary 
policy rates unchanged, despite 
muted price pressures. In December, 
the central banks of Indonesia and 
the Philippines left rates unchanged.

The Consensus Forecast is for 
inflation to average a modest 3.1% in 
2018, which is unchanged from last 
month’s forecast. For 2019, we target 
inflation broadly stable at 3.2%.

Vibrant household 
spending signaled the 

continued health of the 
private sector and tight 
labor market dynamics. 

An acceleration in public 
spending from a quarter 
earlier also contributed 

to the robust fixed 
investment dynamics on 

display in Q3.
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How New Technology 
Innovations and 
Converging Trends Will 
Reshape Our Future

by Doug Warner, VP and Global Head of Tech Vision & Strategy, HP

O
ver the past year, 
we’ve seen some 
trends accelerate, 
new ones emerge, 
and have started 

to witness the convergence of a 
few trends, creating even greater 
impact and shifts. Simultaneously, 
new disruptive technologies have 
come to the forefront that have the 
potential to significantly reshape 
some of the Megatrends over the 
next 15 to 20 years, and transform 
global value chains and economics.

By 2030 there will be an estimated 
8.5 billion people walking the earth. 
A large portion of this population will 
be made up of the additional 1 billion 
people joining the middle class, 
predominantly in Asia and emerging 
markets. This new consuming class 
will represent $30 trillion in spending 
power, residing largely in urban 
epicentres. To support them, we 

will need to spend approximately 
10% of the global domestic product 
(GDP) between now and then on new 
infrastructure.

At the same time, we are going 
to see tremendous drags on the 
economy, including human and 
natural resource strains. A third of the 
global population will be over 65. This 
will lead to a decline in the number 
of workers per retiree, thus putting a 
strain on productivity and output.

Coupled with growing resource 
constraints–food, energy, water, 
rare minerals–developed economies 
will be struggling with the lack 
of resources needed to drive 
productivity and fuel future growth, in 
an effort to battle global power shifts. 
And emerging economies will look 
for innovations to help them leapfrog 
their own infrastructure, government, 
and business model limitations.

Transforming 
how we make 

things, how we 
sell things and 
how we work 

and live.

ASEAN COMMUNITY OF ENTREPRENEURS

OPINION
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To reshape our constrained future 
into an efficient one, we will need 
to make radical changes and rely 
on disruptive innovation to pave the 
way. Efficient productivity will be the 
golden ticket to drive growth in our 
resource-constrained world of 2030 
and beyond.

So how can we achieve these 
radically efficient productivity 
gains? There are three approaches 
that we believe can have the same 
revolutionary impact on productivity 
that we were able to achieve with the 
inventions of steel and steam in the 
1800s, and petroleum, antibiotics, 
and electricity in the 1900s.

The first is the intersection of biological 
and computing technologies known 
as BioConvergence. BioConvergence 
enables us to make things using the 
principles, materials, and processes 
of nature and the advancements in 
digital technology. Thanks to this 
blending of cyber, bio and physical, 
we have the ability to efficiently 
produce and customize products 
using local resources in ways never 
before imagined. We’ve already 
seen lithium-ion batteries made with 
alfalfa seeds and pine resin. And we 

may one day see the entire Internet 
backed up on a single gram of 
DNA. The productivity gains across 
the supply and demand chain are 
limitless.

Just as cyber and bio technologies 
can come together to help us 
produce products more efficiently, 
they also can help us work and 
live more efficiently. This type of 
convergence can allow us to become 
Beyond Human, augmenting our 
abilities and helping us overcome 
limitations and obstacles. 

We are already augmenting our 
minds thanks to technologies like 
Siri and Alexa, and our bodies with 
the use of exoskeletons and smart 
pills. But these are just the beginning 
of what will be possible–allowing us 
to work and live longer, smarter and 
more efficiently.

The final approach looks at 
efficiency gains in how we do 
business and bring products to 
market .  Fr ict ionless  Bus iness 
combines disruptive technologies 
such as artificial intelligence, 
Blockchain, and the Internet of 
All Things, to increase transaction 

efficiency, enabling a more dynamic 
negotiation across the entire value 
network–sourcing, design, demand 
generation, and product delivery. 
A dynamic supply chain has the 
potential to dramatically reduce 
and eliminate points of friction from 
design through production and 
sales, reducing what are currently 
years of production, down to weeks 
or days.

Taken together, these revolutionary 
approaches will transform how we 
make things, how we sell things, 
and how we work and live. They 
have the power to reshape some of 
the trends leading us down a path 
of resource constraint and limited 
growth. Instead, they’ll point us to 
an efficient future, achieving radical 
productivity gains, creating resource 
abundance, and improving our 
quality of life for years to come.

Doug Warner is a 
Vice President and 
Global Head of Tech 
Vision & Strategy, 
Hewlet Packard.
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ASEAN Should Benefit 
From Industry 4.0

F
rom artificial intelligence 
and robots, to big data and 
clean energy, disruptive 
technologies are rapidly 
redefining our daily lives, 

our businesses and economies. And 
in our interconnected world, these 
deepening impacts of “Industry 4.0” 
should compel countries to prepare 
for changes.

ASEAN countries are advised 
to focus, in particular, on new 
technologies related to the digital 
economy. However, to do so 
successfully requires overcoming a 
few key challenges: Ensuring that 
necessary regulation and public 
infrastructure is in place, developing 
human resources and intensifying 
cooperation.

Industry 4.0 promises a revolutionary 
new paradigm for economic 
production that employs cyber-
phys ica l  product ion systems, 
inc luding onl ine networks of 
sensors, machines, work pieces and 

ASEAN nations will be able to 
share experiences and learn 
from each other to address 

the challenges that currently 
constrain development through 

regional integration.

by Mohammad Husain Mohd Dawoed

ASEAN COMMUNITY OF ENTREPRENEURS

SPOTLIGHT
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information technology systems 
that span entire value chains. These 
sophisticated new systems boost 
productivity and lead to levels of 
efficiency that were not imaginable 
just a couple of years ago.

But these benefits also come at a 
cost in the form of potential labor 
market disruption. These changes are 
transforming Asia, at least as much as 
anywhere else. China’s e-commerce 
leads worldwide and India now has 
Bangalore as its own Silicon Valley. 
To survive the global competition, 
ASEAN countries should prepare an 
adaptive digital economy ecosystem 
as the foundation to participate in 
Industry 4.0.

The increasing levels of internet 
penetration in ASEAN nations 
provides a strong basis for this 
participation. According to a 
GoogleTemasek survey, by 2016, 
260 million individuals in the ASEAN 
region had regular access to the 
internet. This is projected to increase 
to 480 million by 2020.

With the average annual gross 

domestic product (GDP) growth 
rate standing at 4.9 percent in 
2016, ASEAN has one of the highest 
regional rates in the world. Of the 
region’s population of more than 
600 million people, more than 65 
percent are of productive age, with 
a rapidly expanding middle class.

These factors have driven a massive 
increase in demand for online media, 
travel and e-commerce services. In 
2015, the value of these services in 
the region stood at US$31 billion. 
This is expected to grow by a factor 
of 6.5 by 2025.

However, despite this potential, 
many significant challenges remain, 
primarily related to government 
regulation, public infrastructure 
and human resource development. 
To address these challenges, the 
governments of ASEAN nations must 
individually and collectively develop 
appropriate legal frameworks. 
These must prevent the emergence 
of monopolies resulting from the 
“winner-takes-most” nature of the 
digital economy. The regulations 
should also protect consumers 
against fraud, invasion of privacy and 
intellectual property infringements, 
among other matters.

These issues have already created 
significant tensions. For example, 
traditional transportation services in 
the region, such as taxi companies, 
have felt threatened by what they see 
as unfair competition from new ride 
sharing services such as Uber, Grab 
and Go-Jek. Learning from these 
conflicts, governments, together 
with relevant stakeholders, should 
strive to ensure that regulations 
keep the pace with technological 
developments. Governments should 
also play a role by developing 
the Information Communication 
Technology (ICT) infrastructures 
essential for participation in the new 
paradigm. At present, according to 
the Global Competitiveness Report 
2016-2017, there is wide variation in 

These issues have 
already created 

significant tensions. For 
example, traditional 

transportation services 
in the region, such as 

taxi companies, have felt 
threatened by what they 

see as unfair competition 
from new ride sharing 
services such as Uber, 

Grab and Go-Jek.
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the quality of infrastructure available 
to people in different ASEAN 
countries corresponding to each 
nations’ different levels of economic 
development.

In less developed nations, 
governments often regard ICT 
connectivity as tertiary infrastructure, 
with greater priority being given 
to the development of primary 
infrastructure, including roads, 
basic electricity, clean water and 
agricultural irrigation facilities.

However, governments could utilize 
Public-Private Partnerships (PPP) 
to enable the development of ICT 
infrastructure without diverting public 
resources from essential primary 
infrastructure. For example, Malaysia 
established a PPP to develop a 
nationwide high-speed broadband 
network, while Singapore established 
one to provide free public Wi-Fi. 
Thailand utilized a BuildTransfer-
Operate model of PPP for a fixed line 
telephone service expansion, using 
concession fees to share revenue 
with a private company.

The ASEAN PPP Models for ICT 
forms an integral part of the ASEAN 
ICT Masterplan (AIM) 2015 and can 
serve as a reference for other ASEAN 
member states.

The other challenges are related to 
limited human resources. To address 
this, governments could encourage 
private sector participation by 
supporting domestic digital industries 
through the provision of public co-
working spaces, improved higher 
education, training, competitions 
and boot camps. Fiscal incentives 
could be implemented selectively, 
but governments could also promote 
digital start-ups through loans and 
financial facilities through banks, 
angel investors, venture capital, peer-
to-peer and crowd funding systems.

While technical skills are extremely 
important to enable the development 
of digital societies, widespread 
internet literacy is equally important 
for its uptake. Governments could 
implement e-government services 
to introduce people to the internet, 
while internet education should be 

provided for micro-businesses to 
benefit from access to information 
and new markets.

These efforts can be optimized by 
cooperation. Earlier initiatives, such 
as the ASEAN ICT Masterplan (AIM) 
2015, were formulated to foster 
this cooperation and to develop 
the digital economy throughout the 
region by defining general principles.

The current AIM 2020 focuses more 
on implementation issues, including 
the adoption of sustainable, 
environmentally friendly ICT systems, 
the development of smart cities, ICT 
investment facilitation, open data 
systems, cyber security and cloud 
computing platforms. It is important 
to note that Singapore has expressed 
its commitment to emphasize 
the digital economy under its 
chairmanship in 2018.

Through regional integration, 
ASEAN nations will be able to share 
experiences and learn from each 
other to address the challenges that 
currently constrain development. 
Global connectivity accelerates 
the spread of information and 
knowledge, thus increasing the 
feasibility of technological adoption.

If the region can further focus on 
supporting the ecosystem for a 
digital economy, and at the same 
time attract talent via regional 
cooperation, ASEAN nations are on 
track to fully benefit from Industry 
4.0. 

Mohammad Husain 
Mohd Dawoed is 
a Master Coach 
and the Covering 
Chief Operating 
Officer of the Centre 
for Entrepreneur 
Development and 
Research (CEDAR).
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South-East Asia's 
Digital Jobs Revolution
by Rosamond Hutt (World Economic Forum)

F
rom Singapore to Myanmar, 
countries across South-East 
Asia will need to equip 
their workforces for the 
rapid technological change 

that is sweeping through industries 
and economies. Today, many in-
demand occupations did not exist 
10 or even five years ago, and this 
pace of change is only going to 
speed up, according to the World 
Economic Forum’s latest annual 
Human Capital Index.

One estimate suggests that 65% 
of children entering primary 
school today will ultimately end 
up working in completely new job 
types that don’t yet exist – and 

the Association of Southeast Asian 
Nations (ASEAN) region is no 
exception to these trends.

How is ASEAN faring, compared 
with the rest of the world?

The Human Capital Index, which 
represents 92% of the world’s people 
and 98% of global GDP, measures 
countries on how they are developing 
and deploying their human capital, and 
tracks each nation’s progress over time.

It evaluates not only levels of 
education, skills and employment, 
but also how well nations are 
using this potential to benefit their 
economies and society as a whole.

As the chart below shows, South-
East Asia is about level with the 
wider Asia region and Latin America, 
and is some way ahead of the Middle 
East and sub-Saharan Africa, but 
behind Europe and North America.

When it comes to making the most 
of citizens’ talents, Singapore is 
the top performing economy in 
the ASEAN region – ranked 24th 
globally, with a score of 78%.

At the other end of the scale 
is Myanmar, which along with 
Laos and Cambodia is one of a 
handful of under-performers in 
the region. Although predicted 
to be the  world’s fastest-growing 



Developing and deploying human capital 
towards nation's progress.
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economy in 2016, the Human 
Capital Index places Myanmar 
112th out of 120 countries, at 53%.

Are ASEAN workforces ready for 
the Fourth Industrial Revolution?

So far cheap and low-skilled labour 
has provided much of Asia with a 
competitive advantage. But as the 
costs of automation fall, the region 
will need to build up its skilled talent 
pool. Over the coming decade, 
mobi le  internet  connect iv i ty, 
new energy technologies, cheap 
p ro c e s s i n g  p o w e r  a n d  d a t a 
analytics, as well as flexible and 
remote working are expected to 
create more jobs, especially in the 
areas of transportation and logistics, 
sales, management and business, 
law and finance.

To take advantage of these 
opportunities, countries will need 
to help their workforces learn 
the appropriate skills. Several 
economies,  notably Malaysia, 
Singapore, the Philippines and 
Indonesia, have plenty of skilled 
talent available and compare well 
globally. In other countries, such 

as Cambodia, Laos and Thailand, 
employers say it is much harder to 
find skilled workers.

The report points out that in several 
ASEAN countries a large number of 
students are studying social sciences, 

business and law, while enrollment in 
subjects that will be critical to taking 
advantage of technological change, 
such as engineering, health and the 
natural sciences, lags behind.

“With a young demographic profile 

Figure 1: Human Capital Index 2015 - ranking of ASEAN countries

Note: Insufficient data to cover in 2015 edition: Brunei Darussalam

ASEAN
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and a rapidly expanding workforce, 
the region urgently needs to shift 
its approach to education curricula, 
bringing major reform to the 
education value chain, from basic 
education through to vocational 
training and higher education,” the 
report says.

The report also highlights the 
cost to families, companies and 
economies when women aren’t 
working. Throughout the region, 

gender gap. Still, both Cambodia 
and Vietnam, as well as other 
countries across the region as a 
whole, have big gender gaps in the 
progression of female workers to 
senior levels.

To tackle the problem, the region 
needs to focus on recruiting 
and developing female workers, 
according to the report. “This will 
become more and more important 
for the region as it attracts global 
businesses that are increasingly 
recognizing the dividends of 
developing female talent,” it says. 

By Rosamond Hutt 
(World Economic 
Forum)

women are entering the workforce 
in smaller numbers than men, 
representing an untapped source of 
human-capital potential.

The labour-force participation 
gender gap is highest in Malaysia 
(41%), followed by Indonesia and 
the Philippines (38% and 35%, 
respectively).

In Vietnam, Cambodia and Laos, 
there is a relatively small workforce 
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Addressing the Fourth Industrial Revolution with 
a regional approach to help ASEAN capture the 

opportunities and manage the risks.
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T
he benefits of regional 
cooperation are well 
understood by ASEAN 
nations. Deeper integration 
allows businesses to access 

larger markets and thereby become 
more efficient. It lets employers 
source workers and skills from a 
larger pool. It creates opportunities 
for cross-fertilization of ideas, transfer 
of knowledge, and for new forms of 
collaboration that connect different 
resources in complementary ways. 
It helps manage cross-boundary 
issues such as pollution and 
transnational crime. But under the 
Fourth Industrial Revolution, the 
need for regional cooperation, 
and the benefits that flow from 

How Can Regional 
Cooperation Within 

ASEAN Capture 
The Opportunities 
And Address The 

Challenges Of The 
Fourth Industrial 

Revolution?

by Rosamond Hutt (World Economic Forum)
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deeper regional collaboration, is 
significantly heightened. Indeed, 
it is well documented that the 
Fourth Industrial Revolution does 
not recognize national borders. 
The following examples show how 
a regional approach to addressing 
the Fourth Industrial Revolution 
will help ASEAN both capture the 
opportunities and manage the risks.

• DATA SHARING: 

Data is the foundation of the Fourth 
Industrial Revolution – all of the 
new technologies are built on it. Of 
particular importance is the ability 
to transfer and access data across 

borders. Individuals, companies 
and governments will increasingly 
rely on the ability to move, process 
and store data throughout ASEAN 
to provide the services and reap 
the benefits of the Fourth Industrial 
Revolution. 

Consider some of the business 
models powered by sensors and the 
internet of things. The performance 
of machines such as jet engines 
and earth-moving equipment can 
be monitored remotely and their 
settings adjusted in real time to 
improve performance and efficiency. 
Combining different types of data, 
and reusing existing data, allows 
for an exponential increase in the 
creation of economic and social 
benefits. Conversely, any attempts to 
lock data away and to erect barriers 
to accessing data will reduce the 
ability of companies and individuals 
to thrive in the new era. ASEAN, 
therefore, must think deeply about 
how it can encourage data to flow 
without friction and without barriers 
between nations.

But as well as bringing giant 
benefits, the cross-border flow of 
data may also bring challenges, 
particularly related to personal and 
sensitive information, such as health 

records or financial transactions. 
Issues of security, privacy and 
intellectual property rights are of 
paramount concern. However, the 
security and privacy of data do not 
depend on the physical location of 
servers. Rather, they depend on the 
protocols and rules that exist in the 
places where the data is accessed, 
used and stored. As such, ASEAN 
nations need to work collaboratively 
on crafting rules and regulations that 
govern how data can flow across 
borders and under what conditions. 
Countries that block cross-border 
data flows in the name of issues such 
as security and privacy could end up 
stifling their economies.

• TRADE AND MANUFACTURING: 

The character of trade is shifting 
away from physical goods towards 
virtual goods. Media products such 
as books, music and movies have 
already made this transition. But 
even products such as engines and 
spare parts are becoming more 
virtual in character. Rather than 
importing and exporting finished 
goods, companies may instead 
sell blueprints and designs, with 
customers using 3D printers to 
manufacture the goods at their own 
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locations. Today, ships and offshore 
oilrigs already use 3D printers to 
manufacture spare parts onboard. 
These trends, if they gather 
momentum, will have profound 
implications for industrial policy in 
ASEAN. Important questions will 
emerge around who sets industrial 
standards and safety regulations and 
how they are enforced. If a customer 
in one ASEAN country sources a 
virtual product from another country, 
prints it locally and then suffers an 
injury, who is liable? And how can 
they seek legal redress?

• SERVICE STANDARDS: 

Cross-border trade is shifting in 
other important ways too, notably 
with the rise of trade in services 
relative to goods. Take healthcare. 
Citizens in Cambodia could access 
their healthcare from centres of 
medical excellence in the Philippines 
using smartphones (coupled with 
technologies such as diagnostic pills 
that send medical information via 
Bluetooth to the user’ smartphone). 
These cloud services promise 

giant opportunities to bring much-
needed services to ASEAN citizens, 
especially in remote areas, at much 
more affordable prices. For the 
economics to work, however, the 
services must be provided at scale 
across the region and not at just a 
national level. This means not only 
allowing sensitive data (for example, 
health data) to flow across borders 
but also to have regional standards 
governing healthcare services. 
There is also the need to harmonize 
rules on market access and to make 
the rules as transparent as possible.

• HARMONIZED BUSINESS   
 ENVIRONMENT: 

To succeed in the era of the Fourth 
Industr ia l  Revolut ion, ASEAN’s 
p l a t f o r m  a n d  i n f r a s t r u c t u re 
businesses (such as banks, payment 
firms, online marketplaces, logistics 
providers) will need to operate 
at regional scale. Currently, many 
ASEAN firms operate in relatively 
small domestic markets. This 
prevents them from achieving 
economies of scale and the benefits 

of network affects. Harmonizing 
laws and regulations between 
countries, and promoting open 
access to ASEAN businesses, will be 
essential to addressing this. Without 
harmonizing business regulations, 
homegrown ASEAN companies 
risk losing out to larger rivals from 
outside the region. These larger 
rivals have grown up in naturally 
large domestic markets such as 
the United States or the People’s 
Republic of China and have used 
their homegrown scale to invest in 
innovation that potentially enables 
them to out-compete ASEAN rivals.

• RETHINKING FISCAL POLICY: 

As products become virtual, and 
as services move online and are 
delivered remotely, it changes the 
ability of government to levy and 
collect taxes. Given the rise of cross-
border commerce linked to digital 
platforms, governments will need 
to work with each other on defining 
what tax rules will govern regional 
commercial interaction. 

• INNOVATION INCUBATORS:

Innovative SMEs and start-ups will be 
critical to capturing the opportunities 
of the Fourth Industrial Revolution. 
Many ASEAN countries already have 
innovation hubs and incubators at 
a national level. However, to be 
competitive, new businesses will 
need to operate at scale and to reach 
scale rapidly. ASEAN leaders should 
think about how to connect national 
incubators into regional networks 
and to overlay regional business and 
financial support services to help 
SMEs operate across ASEAN. These 
regional networks would open doors 
to new opportunities, nurture the 
cross-fertilization of ideas between 
cultures and communities, and support 
the exploration of complementarities 
between countries.
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• REGIONAL EDUCATION   
 NETWORKS: 

Countering job losses and disruption 
from the Fourth Industrial Revolution 
will require a transformation of 
educat ion .  The  sk i l l s  needed 
to thrive will centre not only on 
technical capabilities but also on 
creativity and innovative problem-
solving. What’s more, given the 
accelerating pace of change in the 
job market, workers must expect 
to have several “careers” rather 
than just one, which calls for a deep 
commitment to adult training and 
lifelong learning, not just early-life 
education. Much of the response 
from policy-makers will play out at 
the national level, but there is an 
important regional dimension too. 
Online education will give students 
access to education opportunities 
beyond their borders. Equally, 
the expansion of existing credit-
transfer systems between ASEAN 
universities would help build cross-
border personal and professional 
networks which will be crucial for the 
worker of tomorrow.

• REDUCING BARRIERS TO   
 LABOUR MOBILITY: 

To grasp the opportunities presented 
by the Fourth Industrial Revolution, 
countries will need access to pools 
of human capital with new skills, 
such as data scientists, IT systems 
managers and software coders. 
Reducing barriers to the mobility of 
skilled workers in the region would 
help to meet this demand. This may 
call for an expansion of existing 
mutual recognition agreements 
(MRAs) for professional qualifications 
to cover new occupations. Existing 
commitments on harmonizing and 
streamlining employment visas will 
be critical and consideration could 
be given to programmes that help 
workers overcome language and 
cultural barriers to movement. If 
labour is prevented from moving 

across the region, the benefits of 
the Fourth Industrial Revolution may 
not be evenly shared and regional 
inequality may rise.

• SUPPORT A REGIONAL   
 “HUMAN CLOUD”: 

The world is moving to a model where 
many individuals no longer work for 
companies but are self-employed 
contractors. Sometimes called the 
“human cloud”, the picture is one 
where individuals compete online 
to fulfil specific tasks, such as design 
projects or accounting services. Also 
known as the “gig economy”, it has 
the potential to empower millions 
of individuals by giving them access 
to a world of opportunity that has 
previously not been available. But 
such jobs will only come about 
with a regional approach to data 
management that allows cross-
border interaction. Just as important 
will be regional agreements on 
taxation and social protection. 

All of the issues listed here will 
demand a regional approach to 
governance, policy and regulation. 

But underlying all of these challenges 
sit broader questions that ASEAN 
leaders  must  cons ider.  These 
questions centre on the importance 
of “values”. All new technologies 
have human values baked into them 
to some degree. For example, what 
does privacy mean in a world full of 
drones? Should artificial intelligence 
be able to make life-and-death 
decisions? How much inequality is 
acceptable?

Answering these questions wil l 
require regional leaders to assess 
the common values shared by a 
highly diverse group of cultures and 
to craft protocols that ensure these 
shared values are universally applied 
in an ASEAN context. 

Mohammad Husain 
Mohd Dawoed is a 
Master Coach and 
the Chief Operating 
Officer of the Centre 
for Entrepreneur 
Development and 
Research (CEDAR).
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Flexibility, quality of labor and innovation 
are key to the Philippines' future success.

The Philippines: 
Resurrecting 
Manufacturing In A 
Services Economy 

I
n recent years, the Philippines 
has ranked among the world's 
fastest-growing economies but 
needs to adjust to the demands 
of a dynamic global economy.

The Philippines is at a fork in the 
road. Despite good results on the 
growth front, trends observed in 
trade competit iveness, Global 
Value Chain (GVC) integration and 
product space evolution, send 
worrisome signals. The country has 
solid fundamentals and remarkable 

by Birgit Hansl, Lead Economist and Program Leader for Equitable Growth, 
Finance and Institutions
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human assets to leapfrog into the 
4th Industrial Revolution – where 
the distinction between goods and 
services have become obsolete. Yet 
it does not get the most out of this 
growth, especially with regards to 
long-term development prospects. 
In order to do so, the government 
will have to make the right policy 
choices.

The Philippines seemingly performs 
we l l .  F rom 2011  to  2015 ,  the 
Philippines grew on average at 5.9% 
a year and in 2016 growth reached 
nearly 7%. At the same time, the 
manufacturing sector resurged with 
an average 6.9% growth from 2013 to 
2015—surpassing services that posted 
an average 6.4% growth. However, 
the recent World Bank Philippines 
Economic Update illustrated trends in 
recent export performance and GVC 
integration which could be read as 
early warning signs: 

• Increasingly remote in GVCs, the 
Philippines has become a supplier 
of intermediate goods to China, 
exposed to demand fluctuations, 
and has not penetrated new 
markets;

• The Philippines has not diversified 
its exports basket, if only to move 
away from sophisticated products, 
with little domestic transformation; 

•  T h i s  m o v e  w i l l  m a k e  f u t u re 
upgrading and innovation more 
difficult, as illustrated by the low 
export survival rates (Figure), 
including for sophisticated products.
At the doorstep of the 4th Industrial 
revolution, because the poles of 
growth have moved, the country 
has not kept its sophistication edge. 
Today, it is not enough to create just 
more jobs, but to create better jobs. 
Participation in GVCs should be a 
path to socio-economic upgrading 
and facilitate transfers of technology, 
sustainable practices or skills. Little 
transformation actually takes place 

in the Philippines with value added 
captured in other countries along 
the value chains.

To avo id  shor t - term growth 
that translates into long-term 
downgrading prospects, quick action 
would be required. The government 
has already initiated a number of 
programs (e.g., for the resurgence of 
industry or the support of small and 
medium enterprises) as part of the 
Presidential Socioeconomic Agenda, 
and launched vast consultations 
to design trade roadmaps in 40 
different sectors. These are excellent 
first steps, but additional efforts will 
be needed, and the experience of 
other countries that have found 
themselves in the same corner 
could help in identifying the right 
solutions.

But there are preconceived ideas 
about trade and GVC integration 
that could lead to strategic mistakes. 
For example, governments often 
focus on increasing domestic 
value added–which is a good and 
legitimate objective–but attempt 

Figure. Exports Survival Rate, Total Exports, Philippines and Peers, 2000-2003

Source: WITS, Trade Outcomes Indicators



The Philippines is a 
services economy and a 

lead exporter of services; 
paradoxically, however, 

efficient linkages 
between services and 

other sectors of the 
industry (manufacturing 

and agriculture) are 
lacking. Clearly, the 
Philippines cannot 
compete on prices 

only to attract foreign 
investment—ending the 

“race to the bottom”.
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to do so by using inappropriate 
methods ,  e .g . ,  by  in t roduc ing 
import substitution or imposing 
more- restrictive-than-necessary 
rules on trade on local content.

The impact could be harmful to 
investment attractiveness and 
industry competitiveness. It is about 
positioning the domestic industry 
or services providers in the right 
segments of the value chain: Vietnam, 
for instance, reduced the share of 
domestic value-added in its exports 
from 45 to 30% between 1995 and 
2011, but increased the volume of 
its exports from $0.2 to $3.8 billion 
(World Bank, 2016). Other ideas 
include the necessity to add more 
incentives, when their effect is not 
obvious and economic development 
policies are more productive when 
focused on improving the country’s 
fundamentals.

A  n u m b e r  o f  g o o d  s o l u t i o n s 
have  been  tes ted  e l sewhere 
that could help the Philippines 
move back to a more sustainable 
and inclusive growth path. For 
example, “servicification”, with the 
development of higher services 
content in goods, has become a 

major path to competitiveness and 
diversification in the 4th Industrial 
Revolution.

The Phi l ippines is  a services 
economy and a lead exporter of 
services; paradoxically, however, 
efficient linkages between services 
and other sectors of the industry 
(manufacturing and agriculture) 
are lacking. Clearly, the Philippines 
cannot compete on prices only to 
attract foreign investment—ending 
the “race to the bottom” to attract 
lead firms would require, for example, 
putting in place an environment able 
to reduce sustainability risks along 
GVCs, following the examples of 
countries like Vietnam or Colombia.

Flexibility, quality of labor, and 
innovation are key to the Philippines’ 
future success. While the Philippines 
innovates a lot, it does so in areas 
where there’s little impact on 
trade performance. In areas where 
chances of being competitive and 
surviving are lower for innovation 
strategies, a look at successful 
Philippine companies would show 
that they have identified the 
right niches (technology or skill-
based) and could go around the 
competition of low-cost emerging 
countries. Support for SMEs will also 
be a determinant in the success of 
this innovation strategy. The GVC 
and economic complexity analyses 
provide some guidance on the way 
to go. Beyond seeing its evolution 
in the service and product space as 
a linear process, considering a third 
dimension–increased innovation 
and services content–will allow the 
Philippines to make a double leap in 
value added and technology. 

By Birgit Hansl, the Lead 
Economist and Program 
Leader for Equitable 
Growth, Finance and 
Institutions in the World 
Bank Philippines office.
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How can the potential of the service sector be unleashed?

Services As A New Driver 
Of Growth For Thailand

T
here’s a good chance you 
work in the service sector. 
Services account for 17 
million jobs in Thailand, 
or approximately 40 

percent of the Thai labor force. It 
encompasses diverse industries 
such as tourism, retail, health, 
communications, transportation 
and many sought-after professions 
such as architects, engineers, 
lawyers and doctors. Many Thai 
parents aspire for their children 
to join the service sector, and the 
sector carries many of Thailand’s 
economic hopes and ambitions.

Industries that are likely to be 
important in the future such as 
medical and wellness tourism as well 
as logistics and aviation are in the 
service sector. Other key industries 

like robotics, food for the future and 
smart electronics will depend on 
services for critical inputs. Education 
services will also provide the training 
and skills necessary for any modern 
and innovative economy.

Why do services matter for the Thai 
economy? A dynamic and growing 
service sector can become a critical 
engine of growth for Thailand. 
Advanced economies like the United 
States and the euro area tend to be 
dominated by the service sector, 
which makes up over 70-80 percent 
of GDP. Much of the value even of 
manufactured goods is derived 
from support services rather than 
manufacture itself. For example, 
approximately two-thirds of the 
value-added of smartphones, such 
as the Apple iPhone or Nokia N95, 

by Ulrich Zachau, World Bank Director for Regional Partnerships, Malaysia, and Thailand
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stem from internal support services, 
licenses, retailing, distribution 
and operating profit. Assembly 
accounted for less than 10 percent.

Even the value-added of a typical 
jacket made in China and sold in the 
United States is accounted for largely 
by invisible assets such as services, 
intellectual property and profits. 
While developing Asia accounts 
for most of the manufacturing and 
assembly, most of the benefits go 
elsewhere, to service providers 
based in advanced economies.

How does Thailand’s service sector 
fare? Thailand’s service sector share 
has remained stuck at approximately 
50 percent over the last two 
decades, is dominated by lower-
productivity industries employing 
lower-skilled workers, and boasts 
a low share of service exports 
which tend to be in “traditional” 
sectors. Thailand has not shown the 
sustained increase in the share of the 
service sector observed in ASEAN 
and non-ASEAN peers as well as 
advanced economies. For example, 
China’s service sector as a share of 
GDP is growing rapidly and is close 
to catching up with Thailand.

How can the potential of the 
service sector be unleashed? A 
number of examples from close 
to home in ASEAN highlight how 
a combination of private sector 
initiative and government support 
to enable businesses and monitor 
quality standards can increase 
service output and exports. For 
example, financial services in 
Singapore, higher education in 
Malaysia, health services in Thailand, 
telecommunications-based services 
in Philippines.

For Thailand, a supportive regulatory 
environment for doing business, 
reduced policy restrictiveness 
both at the border and behind the 
border, greater competition and 
deeper trade integration through, 
for example, implementation of 
the ASEAN Economic Community 
commitments will be critical for 
fostering productivity growth and 
innovation particularly in services. In 
addition, addressing skill gaps and 
ensuring quality education for all are 
also important for ensuring worker 
readiness.

While Thailand has 
reaped the benefits 
of past liberalization 

in manufacturing, 
merchandise trade and 
imports of capital with 

tariff rates coming down 
from 40 percent in the 
1980s to 9 percent in 

2006, liberalization failed 
to encompass the whole 

economy. 
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A global World Bank study finds 
that Thailand has a more restricted 
service market on average compared 
to ASEAN peers and other 
regions in the world, particularly 
in professional services such as 
accounting, legal, architecture, 
engineering and management 
consulting. For example, a dentist 
from the Philippines would have 
to take an exam in Thai in order to 
practice here.

While Thailand has reaped the 
benefits of past liberalization 
in manufacturing, merchandise 
trade and imports of capital with 
tariff rates coming down from 40 
percent in the 1980s to 9 percent 
in 2006, liberalization failed to 
encompass the whole economy. 
Many services, state enterprises 
and domestically oriented industries 
remained relatively sheltered from 
competition.

For instance, foreign entry and 
investment into many of the service 
sectors, as well as delivery of 
some services by foreign firms, are 

restricted. Education and health 
facilities, for example, are required 
to be majority Thai-owned. In 
the financial services sector, 
liberalization has made progress 
despite apparently restrictive laws. 
Most, if not all, commercial banks 
are majority foreign-owned but 
not necessarily foreign-controlled. 

So far, two foreign bank licenses 
for both wholesale and retail have 
been granted.

Thailand’s economic growth is 
expected to attain 3.1 percent 
in 2016 and 3.2 percent in 2017, 
accelerating from 2.8 percent last 
year. While there will be external 
challenges from more uncertain 
global economic prospects, 
Thailand’s continued commitment 
to structural reforms can unleash the 
potential of the service sector and 
lift Thailand’s long-term growth path 
above 4 percent per year and take 
the country from upper-middle to 
high-income. levels.

Thailand’s economy is on track to 
recovery and further strengthening 
of the service sector will help create 
new and better jobs, higher incomes 
and more opportunities for Thai 
people. And who knows, perhaps 
you could be the next Jack Ma or 
Tony Fernandes. 

By Ulrich Zachau, the 
World Bank Director for 
Regional Partnerships, 
Malaysia, and Thailand, 
based in Bangkok.
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Uplifting the health status of the people in 
realizing "Myanmar Health Vision 2030".

Improving – Myanmar’s 
Health Sector 

by Rosamond Hutt (World Economic Forum)

T
ill very recently, tourists 
and expatriates coming to 
Myanmar, were warned, 
‘just pray that you don’t fall 
sick. Make sure emergency 

evacuation is covered in your 
insurance package’. This evoked an 
element of fear in the minds of all 
those entering Myanmar, but as 
most of us who have spent a few 
years here, know that this is a gross 
exaggeration. Healthcare may not 
be comparable to other countries in 
the ASEAN region, and yes, remote 
rural areas do not have hospitals etc., 
but cities like Yangon and Mandalay 
are slowly catching up, with private 
hospitals, qualified doctors and 
nurses, and a few do have state-of-
the-art facilities. Treatments and 

drug availability is not as elusive as 
it was a decade ago, and emergency 
evacuation is more out of the fear 
psychosis than a dire medical need.

The health care industry is in its 
nascent stages, having coped with 
minimal budgetary allocations, 
shortage of doctors and qualified 
medical personnel, seeing an 
exodus of trained professionals 
over the years, and foreign trained 
Myanmar professionals not inclined 
to return. All that is changing, with 
senior doctors, many in the 50-plus 
age group, returning to serve in 
reputed private hospitals in Yangon. 
Healthcare is also one promising 
opportunity for business besides the 
social good.

THE PRESENT HEALTHCARE 
SCENARIO 

Even as improvements are witnessed 
and the two big cities are seeing 
new hospitals, some of the latest 
diagnostic equipment gets installed, 
more English speaking doctors join 
international clinics and emergency 
services become available 24×7, 
the ground reality about Myanmar’s 
healthcare remains dismal. The 
World Health Organization has 
ranked Myanmar at 190th position 
out of a total of 191 countries in 
terms of ‘overall health system 
performance’. This is because 
there is just one doctor for every 
2772 people, only one psychiatric 
hospital in the country, and there 
are vast expanses of rural terrains 
where no medical aid is available. 
Besides medical aid being extremely 
expensive, Myanmar has the highest 
individual out of pocket expenses, 
and also has the lowest level of 
government health expenditure.

In terms of public health and disease, 
an Asian Development Bank report 
reveals that diseases like malaria, 
tuberculosis and HIV have raised 
morbidity and mortality rates. The 
incidence of malaria in Myanmar is 
six times more and prevalence of 
tuberculosis is 1.3 times more than 
the average of seven out of ten 
ASEAN nations. Lack of hygiene and 
high probability of contamination 
leads to stomach disorders and 
severe gastrointestinal problems. 
The number of deaths caused by 
non-communicable diseases is 
constantly increasing, to add to the 
woes of the health authorities. Infant 
mortality rates are higher than other 
countries, and over 80% of deliveries 
take place at home, though 70% of 
them are now supervised by skilled 
medical personnel.

MYANMAR’S HEALTHCARE 
INDUSTRY

The country’s healthcare industry 
is growing rapidly and is likely to 
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cross the $ 2 billion mark. This 
can be attributed to the increased 
focus of the government on this 
relatively neglected sector and also 
an increasing awareness among the 
locals to solicit better healthcare 
facilities than what they have been 
accustomed to, for decades.

This rise in demand has led to 
private participation and new private 
hospitals and clinics mushrooming 
in big cities after the government 
opened its doors and initiated the 
liberalization process. International 
players have also appeared on the 
scene to set up diagnostic and 
testing laboratories. The healthcare 
industry involves players from 
the public sector which includes 
the Ministry of health, the private 
sector that runs hospitals and 
clinics, international NGOs, donor 
agencies and the military. Primary 
and specialist hospitals are located 
in the two main cities of Yangon and 
Mandalay which cater to the needs 
of the people from surrounding 
areas as well. Beyond these cities 
the facilities are quite basic and not 
equipped to handle emergencies 
and critical illnesses.

THE HEALTHCARE CHALLENGE

Putting a systematic healthcare 
system in place is not an easy task 

for any government. It is a process 
that evolves over time, based on the 
needs of the populace. Myanmar’s 
51 million have till recently, had 
access to basic treatments, having 
had to travel to Yangon and 
Mandalay for serious problems, 
resort to traditional medicine, seek 
advice of midwives in the absence 
of doctors, or if affordable, travel to 
neighbouring Thailand, Singapore, 
Malaysia or India for treatment. 
Medical tourism of these countries 
has been advocated in Myanmar 
much more, due to its own deficient 
and cash strapped system.

With governments spending 1-2.7% 
of GDP on healthcare, far below 
Vietnam’s 6%, Indonesia’s 3.1% and 
Malaysia’s 4%. Per capita spending 

on healthcare is as low as $ 35 which is 
less than half of the amount spent by 
Indonesia ($ 107), Vietnam spending 
$ 111 while Malaysia spends $ 423. 
The allocated spending on healthcare 
according to the Oxford Business 
Group Report for 2015-16 has been $ 
533.5 million, which indicated an over 
10% increase from the previous year. 
This is being spent on upgrading 
hospitals and health centers, improve 
drug availability and being invested 
in human resources.

Health insurance which was missing 
all these years has been introduced 
for the first time in July 2015, with 
a one year trial period to start with. 
Eleven private domestic insurance 
companies besides the state owned 
Myanmar Insurance have offered 
similar policies with identical benefits 
and coverage with customers being 
able to buy 1-5 units of coverage. 
One unit provides basic cover and 
costs 50,000 kyat for individuals 
between 6 – 65 years, and the 
appointed agents would get 10% 
commission on the premium. This 
has become the first step towards 
reducing patients’ out of pocket 
expenses.

MYANMAR HEALTH VISION 2030

A series of measures have been 
in i t ia ted by  the  government 
a n d  b u d g e t  a l l o c a t i o n s  a re 
being consistently increased by 
approximately 6% per annum 
till 2020. The government has 
formulated a plan to improve the 
quality of healthcare available to 
its people by setting short term 
and long term goals. The need is 
for Myanmar to have a health care 
system that keeps pace with its 
rapidly changing political, social 
and economic environment and with 
changing technology. 

Source: MYANMAR INSIDER

This rise in demand has 
led to private participation 
and new private hospitals 
and clinics mushrooming 

in big cities after the 
government opened its 
doors and initiated the 
liberalization process. 

International players have 
also appeared on the 

scene to set up diagnostic 
and testing laboratories.
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Strong private consumption growth, higher trade 
growth, lower external financing costs as well as 
infrastructure development should continue to drive 
Indonesia's logistic industry forward.

Indonesia's Courier And Delivery 
Service Sector: E-commerce A 
Major Growth Driver

by Global Business Guide Indonesia - 2017

I
ndonesia’s courier and delivery 
s e r v i c e  s e c t o r  h a s  b e e n 
consistently registering double-
digit growth for the last several 
years, in line with the rapid 

development of the country’s 
e-commerce industry. E-commerce 
has become a key driver of growth 
for the sector and now contributes 
up to 25% to total revenues for the 
industry. Competition is getting 
stiffer with online and app-based 
delivery start-ups offering similar 
services. To stay ahead of the 
curve, conventional players need to 
overhaul their business structures, 
including investing in new technology 
to keep pace with emerging market 
trends and demands.

OUTSTANDING GROWTH

Indonesia’s courier and delivery 
service sector posted impressive 
revenue growth of 30% - 40% in 2016 
underpinned by the rapid growth of 
the e-commerce sector. This is well 
above the logistics industry growth 
average of 14%-15%.

The Association of Indonesian 
Express  De l ivery  Companies 
(Asperindo) reported that the market 
value of Asperindo has now reached 
50 trillion IDR with more than 35,000 
service points. Asperindo predicts 
that e-commerce will contribute 
25% to Indonesia’s national logistics 
industry growth, which is expected to 
expand by 15.2% annually until 2019. 
Much of the increase is expected 
to occur in Java and specifically the 
Greater Jakarta areas.

The Indonesian Logistics Association 
(ALI) also issued a similar forecast. 
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The association predicts that the 
courier service business will grow by 
20%-25% in 2017 and e-commerce 
will contribute 15% to its growth. 
There are two regions outside of Java 
that recorded the highest growth, 
namely Manado (North Sulawesi) and 
Makassar (South Sulawesi), thanks 
to the emergence of new SMEs. 
A similar increase also occurred in 
Central and East Java.

PT Tiki Jalur Nugraha Eka Kurir (JNE), 
one of Indonesia’s leading courier 
companies, also reported an increase 
in sales, whereby e-commerce 
now accounts for 60% - 70% of its 
deliveries. In 2016, the company 
delivered 192 million packages or 
around 16 million packages a month. 
Some 30%-40% of them are inner-
city and inter-city deliveries within 
the Greater Jakarta area and 60% are 
from Java to outside of Java.

Other courier companies such as 
21 Express, ESL Express, J&T, TiKi, 
and many others also experienced 
a similar growth thanks to the rapid 
growth of e-commerce throughout 
Indonesia.

INCREASED COMPETITION

Despite increased revenues and sales, 
the competition among Indonesia’s 
courier and delivery service sector 
is getting stiffer. Two giant online 
transportation companies, GoJek 
and Grab, for instance, now offer 
express delivery services through 
GoSend and GrabExpress. Their 
cheaper rates and extensive 
resources of hundreds of thousands 
of drivers and millions of customers 
will surely pose a considerable threat 
to existing players. This has been 
demonstrated by the partnership 
between Bukalapak and Tokopedia 
with GoJek for fast and same day 
delivery services.

Moreover, international and domestic 
app-based delivery start-ups are also 
emerging and offering cheaper rates 
and pick-up services with insurance 
coverage as well as real-time data 

and tracking. These new players 
include Ninja Express, Etobee, 
Deliveree, PopBox, JET express and 
many others.

Besides startups, competition is also 
coming from established businesses 
outside the logistics sector such as 
NEX Logistics which is owned by Ms 
Noni Purnomo, Blue Bird Group’s 
President Director, Atri X’press 
which is owned by Sigmantara 
Group (owner of Alfamart, Alfamidi, 
Alfa Express, and Atri Distribution), 
Lion Parcel from Lion Air and Pahala 
Express from Pahala Kencana 
among others.

Asperindo claims that the presence 
of new, high-tech delivery service 
companies has reduced the market 
share of conventional players, 
especially in the premium courier 
segment which offers inner-city 
and inter-city fast delivery services. 
Currently the coverage of these new 
competitors is still limited to major 
urban areas such as the Greater 
Jakarta area, Bandung, Yogyakarta, 
Semarang, Surabaya, Sidoarjo, 
Gresik, Malang, and Medan.

The Indonesian government has 
launched the 14th Economic Policy 
Package on 4th November 2016, 
which aimed at improving regulations 

PT Tiki Jalur Nugraha 
Eka Kurir (JNE), one 
of Indonesia’s leading 
courier companies, also 
reported an increase 
in sales, whereby 
e-commerce now 
accounts for 60% - 70% 
of its deliveries. In 2016, 
the company delivered 
192 million packages 
or around 16 million 
packages a month. 
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around the e-commerce and logistics 
sectors. The policy package sets out 
an e-commerce roadmap comprised 
of eight pillars, i.e. funding, taxation, 
consumer protection, education 
and HR, logistics, communication 
infrastructure, cyber security, and 
the formation of an implementing 
agency.

Moreover, with the aid of the 
World Bank which has provided a 
development policy loan of $400 
million USD to improve connectivity, 
government sponsored infrastructure 
as well as educational, fiscal, and 
monetary reforms in the logistics 
sector are due to be undertaken. The 
policy is expected to reduce dwelling 
time, improve vocational training, 
and streamline the procedures for 
the permitting process which will aim 
to eventually bring down Indonesia’s 
high logistics costs.

To beat the competition, Asperindo 
and its members are seeking to 

overhaul their businesses by investing 
heavily in new technology. The 
association has created Asperindo 
Logistics Integrated Solution to 
improve the connectivity of the 
logistics sector for e-commerce. The 
system enables SMEs to market their 
products throughout Asperindo’s 
network.

LOOKING AHEAD

Indonesia’s courier and delivery 
service sector is expected to 
continue to grow to keep pace 
with the rapid development of the 
country’s e-commerce industry. Ernst 
& Young predicts that e-commerce in 
Indonesia will grow by 40% per year 
underpinned by the country’s huge 
number of internet and smartphone 
users which reached 93.4 million and 
71 million, respectively.

According to the Indonesia 
E-commerce Association (Idea) and 
the Ministry of Communication and 

Informatics, domestic e-commerce 
transactions reached 25 billion USD 
or 295 trillion IDR in 2016 and this 
figure is expected to soar to 130 
billion USD by 2020. Many predict 
that e-commerce will occupy 20% 
market share in the retail sector over 
the next four years.

Currently, there are 75,000 online 
traders with more than 8.7 million 
buyers, up from 7.4 million in 2015. 
Within the next few years, the 
number of e-commerce players in 
Indonesia is expected to increase to 5 
million and these will require courier 
companies to deliver their goods 
to their customers. This will offer 
huge opportunities to Indonesian 
domestic courier and delivery service 
companies which currently only hold 
a third of the total market share.

Nevertheless, conventional courier 
companies need to watch out for 
online and app-based delivery start-
ups. As customers become more 
tech savvy, they demand improved 
services in terms of faster delivery 
with real-time data and reliable track 
and tracing features which can be 
easily accessed via smartphones.

That is why conventional courier 
companies are under significant 
pressure to keep pace with the 
advancement of  technology. 
Otherwise, they will lose further 
market share to more sophisticated 
online and app-based delivery start-
ups. Although the latter’s services are 
currently limited to major urban areas, 
they will expand their businesses to 
all regions of Indonesia; particularly 
through franchise agency networks. 
When this happens, technology 
and innovation will be the crucial 
determinants of future growth and 
survival. 

Source: Global Business Guide 
Indonesia - 2017
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