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Synopsis of structural policy challenges in Southeast Asia

Well targeted and co-ordinated structural reforms to pursue the national 
plans are critical

Remarkable growth rates in the region have brought about an increase in real income levels and accelerated 
the process of moving up the value chain. Many Asian countries already recognise the need to adapt their 
development strategies to reflect the changing growth dynamism in the region and international market 
conditions and indeed have included (or are about to include) several new elements in their medium-term 
development plans (in most cases, five-year plans) (Table 3.0.1). Formulating new development strategies 
will require the adoption of a comprehensive package of reform measures including product and labour 
market policies as well as reforms to government finances.

table 3.0.1. Medium-term development plans of six ASeAN countries

country period theme/Vision 

Indonesia* 2010-14 Towards the realisation of an Indonesia that is prosperous, democratic and just

Malaysia 2011-15 Charting development towards a high-income nation

Philippines 2011-16 In pursuit of inclusive growth

Singapore 2010-20 High skilled people, innovative economy, distinctive global city

Thailand 2012**-16 A happy society with equity, fairness and resilience under the philosophy of 
Sufficiency Economy

Viet Nam 2011-15 Note: Viet Nam’s forthcoming medium-term plan was in the process of formulation 
as of 1 November 2011

Notes:

*The 2011-25 Master Plan for the Acceleration and Expansion of Indonesian Economic Development (MP3EI) aims to encourage large-scale 
investment, synchronise the national action plan, and develop centres of excellence in each economic corridor.
** The implementation of the Eleventh National Development Plan of Thailand (2012-16) started in 2011.

Source: OECD Development Centre based on national sources.

Although different countries have different policy challenges, overall the priority areas identified in the 
national plans focus on human capital development, infrastructure investment, public sector efficiency (in 
particular taxation), product market liberalisation and labour market reform. The overlap across priority 
areas is large but, even within the same broad policy area, challenges facing each country differ depending 
on their different economic circumstances, such as their income levels and regulatory frameworks.

Human capital development has been identified as a key policy area in all the development plans. This 
reflects the need to meet the demand for labour with ever increasing skills amid rapid transformation of 
economic structures. The remarkable growth performance of the region over the past decade has led to 
increased real incomes, resulting in a decline of international competitiveness in labour-intensive industries 
in some countries, while at the same time the upgrading of industrial structures to higher levels on the 
value chain have increased the need for more skilled labour. To develop more skill- and knowledge- intensive 
industries and strengthen their competitiveness in the medium to long term, a flexible education system 
that is responsive to industry needs is required.

Overall, the region has been relatively successful in raising education levels through increasing enrolment 
rates. However, education systems need to become more outcome-oriented to guarantee a high-quality 
labour force. The particular areas countries have prioritised in their development plans to achieve this 
objective differ somewhat. For instance, Indonesia needs to pay more attention to improving the outcomes 
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of tertiary education, in particular to ensure that the skills of graduates correspond to those required by 
industry. Unsatisfactory outcomes in education are observed throughout the education system in Thailand. 
Stronger Technical Education and Vocational Training (TEVT) is critical in the Philippines and Viet Nam in 
order to help their industries to move up in the value chain.

Infrastructure investment is a bottleneck to growth in several economies in the region. This is especially 
important in Indonesia and the Philippines, where the lack of adequate transport infrastructure impedes 
efficient trade activities; outdated information and communicatons technology (ICT) infrastructure delays 
business transactions; and insufficient or unreliable basic utilities make economic activities impossible 
altogether in some areas. While improvement in infrastructure will depend mainly on individual country 
efforts, there is also a need for co-ordination across countries in the region. Intra-regional infrastructure 
needs to be further developed to reap the full benefits of regional integration.

The comparatively low level of tax revenue in ASEAN countries (which averages 15% of GDP in the region)1 
suggests that there is room for domestic resource mobilisation through tax reforms. Reforming tax systems 
is required to meet development needs such as infrastructure investment, education and health services 
(partly due to an ageing population). Most ASEAN countries need to widen their tax bases and phase out 
unnecessary tax expenditures. There is also a scope for making better use of sales or VAT-type taxes, which 
are non-existent or very small in some countries. The experience of more developed countries shows that 
such taxes can provide an important and relatively stable source of revenue. The efficiency of tax collection 
is another issue that economies in the region need to tackle. Needless to say, revenue reforms should be 
accompanied by efforts to improve the efficiency of spending.

Strengthening small and medium enterprises (SME) development is also crucial for ASEAN countries, given 
that most of these economies are SME-based. In particular, fostering an SME base that is competitive in 
the international market is key to sustaining growth. The internationalisation of SMEs should be supported 
by government-sponsored training and capacity building programmes and should be part of an integrated 
framework aimed at promoting growth, enhancing competitiveness and fostering innovation. Support services 
targeted at SMEs need to be better co-ordinated among provider agencies in order to reduce the administrative 
burden on SMEs and to assist them to fully reap the benefits of available schemes. In addition, to increase 
efficiency in the use of public funds and the effectiveness of support measures, government programmes 
should be developed in co-ordination with private and other non-governmental organisation (NGO) initiatives.

policy priorities from the Structural Policy Country Notes in SAeO 2011/12

The diversity of policy challenges, to a large extent related to different levels of development, suggests that 
the issues can be better highlighted if treated in a country-specific policy context.

The second edition of the Southeast Asian Economic Outlook introduces a series of Structural Policy Country 
Notes that will become a regular feature of future editions. This edition includes individual notes for six 
Southeast Asian countries: Indonesia, Malaysia, the Philippines, Singapore, Thailand and Viet Nam. The 
policy areas discussed in each note are identified in the national development plans of the country concerned. 
Each note also discusses relevant experiences in OECD countries, which provide useful insights and suggest 
“best practices” that may be of use for ASEAN policy makers.

As discussed above, structural policy challenges vary from one country to another, and the speed and 
progress of the reforms have been uneven. However, it is also clear that there are some common themes, as 
indicated by policy priorites in the Country Notes. Table 3.O.2. provides a short summary of these medium-
term challenges and responses.
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table 3.0.2. Summary of medium-term policy challenges and responses

Indonesia

Infrastructure Speed up transport infrastructure development by improving the 
regulatory environment

human capital 
development

Improve the outcome of higher education and reduce urban-rural 
disparities in access to educational infrastructure

Labour market Reform labour market regulation to increase employment

Malaysia

SMe development Enhance SME development with special attention to capacity building 
and innovation

human capital 
development

Strengthen the link between industries and academic institutions to 
improve labour force skills and to enhance research and development

taxation and fiscal 
system

Reform the tax regime and improve efficiency of public spending to 
bolster the sustainability of public finances

philippines

Infrastructure Increase funding for infrastructure development and attract more 
private participation

human capital 
development

Improve the access to and the quality of basic education and 
strengthen technical education and vocational training

taxation Reform the tax system by enhancing tax collection and widening the 
tax base

Singapore

human capital 
development Strengthen life-long learning by enhancing pre-school education

Innovation Raise the efficiency of innovation policy through well co-ordinated 
policy evaluation system

SMe development Enhance SME development by improving assistance programmes

thailand

health Reform health care schemes to provide a higher quality of and equal 
access to services

human capital 
development Improve outcomes in education and reduce urban-rural disparities

Agriculture Enhance agricultural productivity and improve jobs in the farm sector

Viet Nam

enterprise 
development and 
reform of SOes

Speed up the reform of state-owned enterprises, particularly by 
improving the governance and management

Macroeconomic 
management Establish an adequate monetary policy framework to control inflation

human capital 
development Increase skilled labour by education reform

Source: OECD Development Centre.

Notes

1. In contrast, the OECD average ratio of tax revenue to GDP is approximately 34%.


