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Overview
Economic outlook for 2017-21

Overall, the growth prospects of the Emerging Asian economies (Southeast Asia, 
China and India) are expected to remain robust over the medium term amid global 
economic uncertainty. Emerging Asian countries will see real gross domestic product 
(GDP) growth of 6.5% in 2016, 6.4% in 2017 and 6.2% per year over 2017-21, below the rates 
seen in the recent past (Table 1). Growth rates and trends will vary across the region, 
however. While China’s gradual slowing will continue, growth will remain strong in 
India – exceeding 7% per year. Amongst the ASEAN-5, the Philippines and Viet Nam 
are expected to remain in the lead. Growth should see improvement in Indonesia and 
Thailand, but decline in Malaysia, particularly, in the near term. The CLM (Cambodia, 
Lao PDR and Myanmar) can expect continued high rates of growth, with more than 
8% growth in Myanmar. Private consumption will continue to be an important factor 
of growth in most countries, particularly as exports grow slowly. Infrastructure also 
contributed to growth in many countries in the region. Overall, fiscal balances will 
worsen slightly in the medium term.

Table 1. Real GDP growth in ASEAN, China and India
Annual percentage change

 Country 2015 2016 2017 2017-21 (average) 2011-13 (average)

ASEAN-5 countries 

Indonesia 4.8 5.0 5.1 5.4 6.2

Malaysia 5.0 4.2 4.5 4.7 5.2

Philippines 5.9 6.8 6.2 6.1 5.9

Thailand 2.8 3.2 3.3 3.6 3.2

Viet Nam 6.7 6.0 6.2 6.2 5.6

Brunei Darussalam and Singapore

Brunei Darussalam -0.6 0.7 2.0 1.8 0.9

Singapore 2.0 1.8 2.0 1.8 4.1

CLM

Cambodia 7.0 7.1 7.1 7.3 7.3

Lao PDR 7.4 7.1 7.3 7.5 8.1

Myanmar 8.7 8.3 8.4 8.5 6.9

Two large economies in the region

China 6.9 6.7 6.4 6.0 8.2

India 7.6 7.4 7.6 7.3 5.5

Average of ASEAN 10 countries 4.7 4.8 4.9 5.1 5.4

Average of Emerging Asia 6.6 6.5 6.4 6.2 7.0

Note: The cut-off date of data is 28 November 2016. Weighted averages are used for ASEAN and Emerging Asia. The 
figures for China, India and Indonesia (2016 and 2017 projections) are based on the OECD Economic Outlook 100. 
India data refer to fiscal years starting in April. 
Source: OECD Development Centre, MPF-2017 (Medium-Term Projection Framework). For more information on 
the MPF, please see www.oecd.org/dev/asia-pacific/mpf.htm.



1. OvervIew

32 ecONOMIc OUtlOOK fOr SOUtHeaSt aSIa, cHINa aNd INdIa 2017: addreSSINg eNergY cHalleNgeS © Oecd 2017 ecONOMIc OUtlOOK fOr SOUtHeaSt aSIa, cHINa aNd INdIa 2017: addreSSINg eNergY cHalleNgeS © Oecd 2017

Growth will be relatively solid among the large ASEAN-5 countries, with the highest 
rates of growth in the Philippines and Viet Nam. Robust domestic demand, together 
with steady remittances, has contributed to growth in the Philippines, which will 
reach 6.8% in 2016. Growth in Viet Nam will increase slightly, from 6.0% in 2016 to 6.2% 
in the next five years. Strong growth in exports, foreign direct investment (FDI) and 
domestic demand have helped to support recent growth. Private consumption and fixed 
investment have been important drivers of economic activity in Indonesia, as has the 
expansion of the services sector. Malaysia’s growth fell in 2016, owing to slowing exports 
and growth in the services sector, but is expected to improve and reach 4.7% over the 
medium term. Thailand’s growth is also projected to improve, partly owing to recent 
improvements in private consumption. The movement in global oil prices has seriously 
affected the exports and growth of Brunei Darussalam, which is heavily dependent on 
the sector, but a recovery in prices is anticipated. Singapore’s growth is expected to be 
largely unchanged, averaging 1.8% in the medium term. 

Growth in the CLM countries will continue to be the highest among Association of 
Southeast Asian Nations (ASEAN) member countries – exceeding 7% average growth 
– as these lower-income countries continue to catch-up with the wealthier countries 
in the region. Cambodia’s strong growth has been driven by private consumption and 
government spending. Growth in Lao PDR will decline from that of the recent past, but 
will remain very high. Construction – on new hydropower projects and other residential 
and commercial projects – has been strong. Myanmar’s growth, rising from 8.3% in 
2016 to 8.5% over 2017-21, will be the highest in Emerging Asia. While manufacturing 
growth has been slow recently, the services sector has continued to expand quickly. The 
country’s rapid growth has also been driven by strong domestic demand. 

China’s slowing growth will fall gradually from 6.7% in 2016 to an average 6% per 
year over 2017-21. Industrial overcapacity continues to be a challenge and export growth 
has been weak. India, on the other hand, will see high and relatively stable growth over 
the projection period, at an average of 7.3%. Liberalising reforms could help to support 
robust growth and improve currently weak private investment. 

Risks and policy challenges of economic outlook to 2021 

Emerging Asia is projected to experience favourable growth over the near and 
medium terms. To harness the region’s growth potential, it is critical for policy makers 
to implement effective policies to cope with various risks, including: 

• Coping with slow export growth;

• Managing the impact of zero and negative interest rates in OECD economies; and

• Addressing slowing productivity growth.

New trade strategies are needed to deal with the reversal in the export recovery

Global trade volume growth has slowed down substantially in the last five years. 
The world is poised to register its 20th straight quarter of less than 3% growth in trade 
since 2011 Q4. Given the current backdrop of depressed commodity prices, the trend of 
trade revenue depicts an even grimmer picture. 

OvervIew
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Domestic demand in China underpins much of the current global commodity flows, 
being the biggest commodity trading country in the world. Slowdown in Chinese demand 
affected all major trading partners, including Emerging Asia as a group, although 
there are manifestations that the contraction in trade is easing lately. While Chinese 
demand for Indian commodities continues to lose steam, growth in the nominal value 
of shipments from ASEAN year-to-date (as of October 2016) has in fact already turned 
positive (0.3%) – an encouraging turnaround after dipping by 9.8% in 2015. The recovery 
was driven by the surge of imports from Brunei Darussalam, Viet Nam and Cambodia 
and by the reversal of the trend in Indonesia which more than offset the double digit 
drop in import growth from the Philippines, Singapore and Malaysia and the slight 
contraction in imports from Lao PDR and Thailand. 

Recent trends may be promising, but they also suggest that countries in Emerging 
Asia – particularly ASEAN members – have to recalibrate their medium-term trade 
programmes in a way that would allow their exporting sector to tap other markets 
– and not depend on China excessively as a source of export growth. In the last ten 
years, China’s share in ASEAN’s exports has risen substantially. Renewed weakness in 
China´s domestic market can thus easily nip the budding signs of export recovery. From 
a technical standpoint, it may be useful for additional attention to be paid to the export 
comparative advantages in countries facing weakening trade. It is interesting to note that 
even during periods of downturn, some countries have managed to increase exports to 
China based on product specialisation. In the case of Cambodia, exports of consumer 
goods (e.g. textile and clothing and footwear), capital goods as well as intermediate 
goods increased significantly, while exports of raw materials softened. Viet Nam is 
another case in point. Although its exports of raw materials to China have decreased 
continuously since 2011, Vietnamese exports of consumer, capital and intermediate 
goods increased significantly. This is a good example of shifting export reliance on 
raw materials to higher value-added products such as machinery and electronics and 
electrical products. 

Examining the revealed comparative advantage indices (RCA) covering the top five 
products exported to China by Cambodia, Indonesia, Philippines and Viet Nam reveals 
that maximising comparative advantage can potentially reduce the impact of slowing 
global activity on trade (Table 2). For instance, the comparative advantage held by 
Cambodia over China in its top five exports can be a plausible explanation of why the 
growth of exports to China never went below 18% between 2012 and 2014. The strength 
of Viet Nam’s top three products also appears to have kept the shipments to China from 
falling. The steep drop in the prices of oil seems to have dented Indonesia’s exports, 
yet other products where Indonesia has comparative advantage have held firm. The 
Philippines have managed to maintain positive export growth rates from 2011 to 2014 
on the back of steady orders of machinery and electrical equipment and robust mineral 
trade – two commodities where the country has revealed comparative advantage. Exports 
eventually dipped by a good 20% with domestic regulatory issues slowing down mining 
operations in the Philippines, increasing geopolitical tensions, and the weakening of 
demand for other products where comparative advantage is weak.
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Table 2. Revealed comparative advantage of selected economies  
in their top five exported goods to China

 2011 2012 2013 2014

Cambodia

Wood 9.04 6.24 10.95 12.07

Textiles and clothing 16.18 20.81 18.56 17.83

Vegetable 0.06 1.39 2.55 3.49

Plastic or rubber 5.50 3.86 3.35 1.61

Footwear 49.86 41.78 28.22 24.93

Indonesia

Fuels 2.11 2.19 2.23 2.11

Vegetable 4.42 4.24 3.22 4.55

Wood 2.52 2.75 3.14 4.14

Chemicals 0.87 0.49 0.60 1.16

Plastic or rubber 1.56 1.36 1.36 1.18

Philippines

Machinery and electrical 2.32 2.46 2.32 2.25

Minerals 1.13 1.59 1.44 2.17

Vegetable 1.01 0.56 0.68 0.87

Transportation 0.02 0.03 0.05 0.04

Chemicals 0.10 0.10 0.08 0.09

Viet Nam

Machinery and electrical 0.93 1.49 1.53 1.54

Vegetable 3.54 3.50 3.06 2.71

Textiles and clothing 3.60 3.03 4.47 5.89

Fuels 1.48 0.72 0.52 0.52

Plastic or rubber 1.09 1.25 1.04 0.92

Source: OECD Development Centre, based on World Bank WITS database, http://wits.worldbank.org.

Moreover, the resurgence of trade protectionism and the increasing prevalence of 
non-tariff barriers (NTBs) can further impede global commodity trade channels. NTBs 
are used not only with ASEAN’s external trading partners, but are also widely used 
among ASEAN countries. NTBs that are commonly used in the region are trade defence 
measures such as anti-dumping, countervailing and safeguard measures. Import 
restrictions on specific products such as electronic goods and non-hazardous and non-
toxic products are commonly practised, and export taxes and restrictions in kind on 
mining products are also widely imposed in the region. Efforts have been made through 
the ASEAN framework to combat the use of NTBs, for example through the introduction 
of the ASEAN Trade Repository. But this has not been effective in eliminating the practice 
of harmful NTBs in the region and further efforts will be needed (Table 3). 
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Table 3. Reported use of NTBs in ASEAN and selected trading partners in the region

Implementer Affected Red measures Total of red
Harmful measures 

(amber and red)

All measures 
(including green 

measures)

Brunei Darussalam  0 0 0 1

Indonesia Brunei Darussalam 8

 365  170  384

Cambodia 7

China 74

India 56

Lao PDR 2

Malaysia 66

Philippines 41

Singapore 67

Viet Nam 44

Malaysia Brunei Darussalam 2

 63  31  70

Cambodia 3

China 18

India 9

Philippines 5

Singapore 9

Thailand 10

Viet Nam 7

Singapore China 13

 62  22  34

India 11

Indonesia 12

Malaysia 12

Philippines 2

Thailand 10

Viet Nam 2

Thailand Cambodia 1

 36  28  66

China 18

India 5

Indonesia 2

Lao PDR 1

Malaysia 2

Myanmar 1

Singapore 3

Viet Nam 3

Note: An amber measure is a measure that has been implemented and may involve discrimination against 
foreign commercial interests, or a measure that has been announced or is under consideration and would (if 
implemented) almost certainly involve discrimination against foreign commercial interests. A red measure is a 
measure that has been implemented and almost certainly discriminates against foreign commercial interests.
Source: OECD Development Centre’s compilation based on Global Trade Alert database, available at www.
globaltradealert.org/measure.

Persistent low interest rates in advanced economies can cause some market disruptions 
if spillover effects are not aptly managed 

In the financial sector, persistent low interest rates in advanced economies, if not 
managed by national authorities through vigilant supervision, may result in domestic 
market instability. Apart from its palpable influence on securities trading, the decrease 
in the cost of borrowing in large economies has strained the balance sheets of financial 
sector corporations as fixed income earnings decline. At this point, the macroeconomic 
fundamentals of Emerging Asia are stable enough to keep near-term risk at bay. 
Increased interest rates bear their own risk and the ease at which financial markets in 
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the region would be able to ride out the swings in the mood of investors when monetary 
policy direction in advance economies changes hinges mainly on how reforms would 
improve the standing of key financial institutions as well as systemically relevant public 
corporations. 

Global liquidity flooding operations that began in 2008 have driven the ratio of 
domestic credit-to-GDP upwards across Emerging Asia (Figure 1). The ratios of China, 
Thailand, Malaysia, Singapore and Viet Nam, which were already relatively high pre-
Global Financial Crisis (in 2007), have seen the highest mark-ups in the last ten years 
relative to other countries in Emerging Asia. Nonetheless, lending rates have not changed 
much, reflecting the cautious stance of monetary officials in mirroring the extent of 
quantitative easing in advanced economies, presumably to maintain financial market 
discipline. This could be one of the channels that could explain why the impact of low 
interest rates overseas on domestic real sectors has been mixed.

Figure 1. Change in credit-to-GDP ratio and lending rate, 2011 vs 2015
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Source: OECD Development Centre calculations based on World Bank World Development Indicators.
12 http://dx.doi.org/10.1787/888933443202

Yet even with some caution in monetary policy making, the ensuing credit expansion 
has exposed vulnerabilities in bank supervision frameworks in light of the continued 
weakness in international markets and subdued oil prices. Instances of loan defaults 
among highly leveraged corporations have increased, and bank portfolios have generally 
deteriorated as a consequence, even though banks in the region remain well capitalised. 
India’s banking system, in particular, stands out in terms of relatively high level and 
growth of its non-performing loans (NPL) ratio. The case of China cannot be overlooked 
as well. It is vital that banks maintain a healthy loan portfolio because fixed income 
earnings are already under stress owing to the decline in yields, which dragged down 
profitability. To their advantage, prudential regulations in many countries in Asia are 
strong as a result of a series of measures undertaken years before, but the continuation 
of reforms in Emerging Asia will be needed. In addition to the impact on the financial 
sector, downside risks to fiscal stability in Emerging Asia caused by interest rates in 
advanced economies are benign at the moment. The current evidence concerning impact 
of low-interest rates on the real economy is mixed.
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Plateauing productivity growth threatens long-term growth prospects

Various stakeholders in Emerging Asia have long recognised the challenge brought 
about by slowing productivity growth. Recent trends both in economic and political 
spheres make this issue even more pressing. Productivity growth in the four years 
following the global financial crisis and its immediate aftermath (2010-13) has tended to 
be lower than in the four years preceding it (2004-07), except for total factor productivity 
(TFP) growth in Indonesia, the Philippines and Thailand, and labour productivity growth 
in Brunei Darussalam, India, Indonesia, Lao PDR and Thailand. Performance has varied 
across sectors, and there has been some evidence of faster growth in lower-productivity 
sectors in recent years.

The analysis of firm-level productivity in Emerging Asia, using data from Indonesia, 
the Philippines and Viet Nam, highlights how firm-level factors – including age, size, 
ownership and numerous other measurable and non-measurable traits – can be 
associated with large differences in productivity levels and growth rates. For example, 
TFP varies between domestic and foreign-owned firms in Indonesia (Figure 2). Average 
annual growth rates by firm size in the Philippine manufacturing sector have varied 
considerably (Figure 3). While the smallest group of firms (with 1-9 workers) had the 
highest average growth rates in the years studied, their growth was also the most 
volatile.

Figure 2. Median TFP in Indonesia, by ownership, 2013
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Note: Manufacturing sectors represented by their ISIC Rev.3.1 two-digit codes, with the following definitions: 
15: Manufacture of food products and beverages; 16: Manufacture of tobacco products; 17: Manufacture of 
textiles; 18: Manufacture of wearing apparel; dressing and dyeing of fur; 19: Tanning and dressing of leather; 
manufacture of luggage, handbags, saddlery, harness and footwear; 20: Manufacture of wood and of products 
of wood and cork, except furniture; manufacture of articles of straw and plaiting materials; 21: Manufacture 
of paper and paper products; 22: Publishing, printing and reproduction of recorded media; 23: Manufacture 
of coke, refined petroleum products and nuclear fuel; 24: Manufacture of chemicals and chemical products; 
25: Manufacture of rubber and plastics products; 26: Manufacture of other non-metallic mineral products; 27: 
Manufacture of basic metals; 28: Manufacture of fabricated metal products, except machinery and equipment; 
29: Manufacture of machinery and equipment n.e.c.; 30: Manufacture of office, accounting and computing 
machinery; 31: Manufacture of electrical machinery and apparatus n.e.c.; 32: Manufacture of radio, television 
and communication equipment and apparatus; 33: Manufacture of medical, precision and optical instruments, 
watches and clocks; 34: Manufacture of motor vehicles, trailers and semi-trailers; 35: Manufacture of other 
transport equipment; 36: Manufacture of furniture; manufacturing n.e.c.; and 37: Recycling.
Source: OECD Development Centre calculations based on BPS (2002-13), Survei Tahunan Perusahaan Industri 
Manufaktur, Badan Pusat Statistik, Jakarta.
12 http://dx.doi.org/10.1787/888933443210
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Figure 3. Average annual growth in TFP by firm size in the Philippines,  
1997-2012
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Note: Growth rates are not available for 1999, 2002, 2004, 2007, 2010 and 2011. In addition, the growth rate for 
firms with 1-9 workers is not available for 2000. 
Source: OECD Development Centre calculation based on Philippine Statistics Authority (1996-2012), Annual Survey 
of Philippines Business and Industry (ASPBI), Philippine Statistics Authority, Quezon City.
12 http://dx.doi.org/10.1787/888933443225

Even these within-firm factors are influenced by the policy environment, meaning 
that effective productivity policies can provide the conditions needed for productive 
firms to emerge and thrive. In particular, management practices such as monitoring, 
targeting and incentives may not be used effectively, and managers may not be 
delegated sufficient authority to improve efficiency. These problems are compounded 
when insufficient access to finance leads to underinvestment in improved management 
skills or when there is a lack of opportunity for talented managers to establish or grow 
their firms.

Innovation through experimentation with new knowledge and technologies is 
critical for improving productivity in firms. Policy priorities for fostering improvements 
among these leading firms include innovation policies – such as investments in basic 
research, the provision of fiscal incentives and reform of intellectual property rights. 

While high-productivity foreign firms can boost the productivity of domestic 
suppliers and competitors, the benefits of spillovers from foreign investment will not be 
realised without the development of domestic capacities. Small firms in particular are 
likely to face more of these downsides of foreign competition, while all domestic firms 
face a loss of skilled labour due to the wage premiums that tend to be offered by foreign 
firms. Human capital is a critical element in the development of the domestic capacities 
needed to capitalise on knowledge and flows and absorb productivity spillovers from 
FDI, at the level of both the economy and the firm.

Regional integration in ASEAN

With the establishment of the ASEAN Economic Community at the end of 2015, 
the year 2016 kick-starts many efforts in realising the dream of a seamless region, in 
terms of free flow of goods, services, investments, capital and skilled labour. Against the 
backdrop of slower global economic growth and a shift towards more inward-looking 
national policies in some parts of the world, the challenges faced by ASEAN on the path 
for further integration are greater than ever. Recent achievements have been made in 
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trade in goods, services, investment and capital markets, competition and consumer 
protection, intellectual property rights, infrastructure and connectivity, development 
of small and medium-sized enterprises (SMEs), food, agriculture and forestry, tourism, 
human and social development, energy as well as Initiative for ASEAN Integration (IAI) 
(Table 4).

Table 4. Progress in Emerging Asia’s integration in key policy areas
Policy area Assessment of progress

Trade in goods There has been some progress in the area of the elimination of tariffs for most tradeable products. The issue 
of Non-Tariff Measures (NTMs) needs to be addressed by each country as part of their national policy so that 
trade can be intensified within the region.

Trade in services The Mutual Recognition Agreements (MRAs) are successfully implemented in different sectors. Owing to the 
existence of skill gaps within ASEAN, the issue of the applicability of MRAs needs to be addressed.

Investment and capital market 
liberalisation

 Efforts have been made in integrating the capital market. Nevertheless, ASEAN countries need to harmonise 
their laws and regulations, particularly investment protection.

Competition and consumer 
protection

Many ASEAN countries still face difficulties in enforcing details of competition and consumer protection 
policies. 

Intellectual property Progress made in this sector is somewhat slow as different countries have different levels of development and 
intellectual property (IP) awareness. 

Infrastructure and connectivity The past decade has seen progress on regional infrastructure projects such as the ASEAN Highway Network, 
power and gas connectivity, and the ASEAN Broadband Corridor. Nevertheless, the implementation of rail links 
remains a challenge in the region.

Small and medium-sized enterprises There are key deliverables from the Strategic Action Plan 2010-2015, such as the ASEAN SME Policy Index, the 
ASEAN Guidelines on One Village One Product and the ASEAN SME Online Academy. 

Food, agriculture and forestry Much progress has been made in information sharing, food safety testing and inspection efforts. High risk of 
exposure to foodborne disease and the complexity of regional food industry in the region remain as difficult 
obstacles.

Tourism Integration in the tourism sector has received wide attention from policy makers in the region especially after 
the inception of AEC in 2015. The development of ecotourism clusters will enhance connectivity of ecotourism 
sites among ASEAN countries and improve economic conditions of rural areas.

Human and social development Human and social development concerns are addressed in the ASEAN Socio-Cultural Community Blueprint and 
recent ASEAN sectoral plans. A strong focus is given to human and social development issues.

Energy Though the progress in developing the ASEAN Power Grid (APG) continues steadily, it has been slow owing to 
technical and financial challenges. 

Initiative for ASEAN Integration 
(IAI)

The Initiative for ASEAN Integration (IAI) co-ordinates action addressing development gaps among and within 
ASEAN members in support of regional integration. The CLMV countries are the primary focus of the IAI.

Source: OECD Development Centre.

Overall, progress of integration is relatively slow in ASEAN. Regional-level policy 
statements and plans need to be supported by each country in the form of national 
policies that are coherent, timely and effective. Sound policy frameworks will not only 
encourage further co-operation among member states, they will also reduce the risks of 
policy reversal and back-pedalling in the long run. 

In trade in goods, there has been some progress owing to the reduction of tariffs 
for most of the products listed on the Inclusive List, Sensitive List and Highly Sensitive 
List since the inception of the ASEAN Free Trade Area (AFTA) in 1993. By early 2010, the 
ASEAN-6 countries had cut tariffs to 0-5% on 99.7% of their tariff lines. As of early 2015, the 
CLMV countries (CLM plus Viet Nam) had reduced or eliminated tariffs on 98.9% of their 
tariff lines. To a certain extent, this endeavour has led to an increase in intra-regional trade 
activity. However, despite the recent National Single Window initiative that attempts to 
streamline all information on Non-Tariff Measures (NTMs) used in each member country, 
challenges remain and the issue of NTMs needs to be addressed by each country as part 
of its national policy so that trade can be intensified within the region. 

The services sector in ASEAN remains significant and continues to grow 
steadily. As of 2013, this sector accounted for around 47% of GDP on average for the 
ASEAN economies. Even among Cambodia, Lao PDR, Myanmar and Viet Nam, the 
contribution of the sector is significant. In Singapore, around 60% of GDP is contributed 
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by the services sector. In Malaysia and the Philippines, more than 50% of the economy 
is driven by business activities in this sector. For trade in services under the ASEAN 
Economic Community (AEC) Blueprint 2025, negotiations are due to commence on 
the ASEAN Trade in Services Agreement that aims to strengthen the existing ASEAN 
Framework Agreement on Services (AFAS) and sectoral Mutual Recognition Agreements 
(MRAs). Nevertheless, the applicability of MRAs needs to be examined because of skill 
gaps within ASEAN or other administrative obstacles. 

Access to insurance, capital markets and the banking sector has improved. The 
ASEAN Insurance Integration Framework (AIIF), signed in 2015 and due to take effect 
before the end of 2016, provides for cross-border supply of marine, aviation and goods 
in international transit insurance. The ASEAN Banking Integration Framework (ABIF), 
approved by central bank governors in December 2014, allows banks meeting certain 
criteria to be certified as qualified ASEAN banks, providing them greater access in other 
ASEAN markets. Additionally, progress has been made in the integration of capital 
markets. The ASEAN Collective Investment Scheme (CIS) framework authorises fund 
managers in one country to operate a cross-border offering of funds in other ASEAN 
countries. Although regional investment and capital markets liberalisation has been 
progressing under the AEC blueprint, ASEAN economies need better connectivity 
and member countries need to harmonise laws and regulations at the national level. 
Insurance policies are also needed for ASEAN countries to build deeper, more efficient 
markets with greater resiliency and easier access.

The quality and adequacy of national competition policies and consumer protection 
vary among ASEAN countries depending on the level of economic development 
and according to differences in the structure of the economy, institutions, sectors, 
concentration and production. The speed of adoption of these policies differs among 
ASEAN countries and is relatively slow. The new blueprint in place has renewed older 
commitments that focus on a people-oriented ASEAN community for consumer interests 
and welfare. The marketplace requires comprehensive and well-functioning national 
and regional consumer protection systems enforced by effective legislation, redress 
mechanisms and public awareness initiatives. One focus of the ASEAN Strategic Action 
Plan for Consumer Protection 2016-2025 (ASAPCP) is the consumer in a people-oriented 
ASEAN. Many ASEAN countries still face difficulties in enforcing their competition and 
consumer protection policies, as well as in harmonising the administrative and technical 
aspects of these policies within the region.

The Intellectual Property Rights (IPR) Action Plan of 2011-15 resulted in somewhat 
deeper co-operation within ASEAN. The plan had five strategic goals, all of which 
were adopted in the new IPR Action Plan of 2016-20 to strengthen co-operation and 
integration among member countries. Developing a more robust IP system in the 
region has been a major focus for the ASEAN Working Group on Intellectual Property 
Co-operation (AWGIPC). The previous plan set out 13 initiatives towards achieving this 
goal, from reducing average turnaround time for trademark registration to protection 
of geographical indications. The initiatives in the action plans are very timely and 
appropriate for achieving the main goals. Progress made in this sector is somewhat slow 
as different countries have different levels of development and intellectual property (IP) 
awareness. Additionally, national policies on IP need to be aligned with regional policies 
to realise these goals in a timely manner. 

Progress has been steady in the infrastructure and connectivity sector, whereby 
progress is made on several regional infrastructure projects such as the ASEAN 
Highway Network, power and gas connectivity, and the ASEAN Broadband Corridor in 
the past ten years. Three new initiatives have been highlighted in the master plan on 
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ASEAN Connectivity 2025. The first initiative is to establish a rolling priority pipeline 
list of potential ASEAN infrastructure projects and sources of funds. Its aim is to 
address information issues and capability gaps associated with developing a strong 
infrastructure pipeline in ASEAN member states. The second initiative is to establish an 
ASEAN platform to measure and improve infrastructure productivity. The platform will 
conduct a diagnostic on overall infrastructure productivity and identify opportunities 
to improve the planning, delivery and operation of infrastructure. The third initiative 
is to develop sustainable urbanisation strategies in ASEAN cities in order to scale 
up the sharing of smart urbanisation models across cities in ASEAN member states. 
Nevertheless, challenges remain for further development of rail links in the region that 
are still lagging behind.

Small and medium enterprises (SMEs) are very important to ASEAN countries owing 
to the sector’s presence in terms of its share of total establishments. Recent data show that 
between 88.8%and 99.9% of establishments fall into this category. The competitiveness 
and robustness of ASEAN economies depend heavily on the competitiveness and 
robustness of the regions’ SMEs, since they make up the majority of establishments 
in member countries. From the previous Strategic Action Plan 2010-2015 there are key 
deliverables that include the ASEAN SME Policy Index, the ASEAN Guidelines on One 
Village One Product and the ASEAN SME Online Academy. The new Action Plan sets 
out five strategic goals for empowering SMEs in the region: i) promoting productivity, 
technology and innovation; ii) increasing access to finance; iii) enhancing market access 
and internationalisation; iv) enhancing the policy and regulatory environment; and 
v) promoting entrepreneurship and human capital development. Nevertheless, numerous 
hardware challenges remain for the region’s SMEs such as difficulty in accessing 
financial assistance from the outset and harnessing technology and new innovative 
methods. Other software challenges include a lack of entrepreneurship skills, problems 
within compliance with standards and marketing and managerial issues. Efforts should 
be increased on knowledge sharing of best practices in order to narrow the information 
gap between SMEs in more developed and less developed countries. Continuous skills 
upgrading and education initiatives must take centre stage as part of an effort to develop 
the region’s human resource potential. 

In the food, agriculture and forestry sector progress has been made in five priority 
areas, including information sharing, food safety testing and inspection. Efforts to 
enhance regional co-operation in food safety have intensified with the introduction 
of the ASEAN Food Safety Policy and ASEAN Risk Assessment Centre for Food Safety 
(ARAC) in 2016. However, because of the high risk of exposure to foodborne disease and 
the complexity of regional food industry in the region, ensuring food safety in Southeast 
Asia remains a difficult task. Challenges to reach harmonised food safety standards in 
ASEAN also remain owing to gaps in the legal framework among ASEAN member states 
and lack of institutional co-ordination. Education and literacy improvement can also 
play an important role in changing public opinion regarding food and health issues. 
There is currently little co-operation among food producers and consumers for Good 
Agricultural Practices (GAP), Good Manufacturing Practices (GMPs) and Good Hygienic 
Practices (GHPs), and this could hamper implementation of food safety regulations.

Integration in the tourism sector has received wide attention from policy makers 
in the region especially after the inception of AEC in 2015. The tourism industry has 
experienced significant growth in the past decade in Southeast Asia. Total tourism 
revenues per visitor have increased by almost 50% in many ASEAN countries and have 
more than doubled in Thailand in recent years. The potential benefits of developing 
ecotourism have been recognised by several ASEAN countries, including Cambodia, 
Lao PDR, Malaysia and Thailand, as ecotourism is included in the national plans of 
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these countries as an important component of service sector development. The recent 
development of a regional network of ecotourism sites will enhance connectivity of 
ecotourism sites among ASEAN countries and improve economic conditions of poor 
communities along the tourism corridors given that issues of hospitality standards and 
tourists safety are addressed through regional co-operation.

Human and social development concerns are addressed in the ASEAN Socio-
Cultural Community Blueprint and recent ASEAN sectoral plans. One of the plan’s five 
characteristics outlines the creation of a “resilient, people-oriented and people-centred 
ASEAN”, through goals for strengthening MSMEs, developing the private sector, using 
public-private partnerships (PPPs), narrowing development gaps in the region and 
involving stakeholders in regional integration. Other human and social development 
themes are also touched upon in relation to education financial literacy, consumer 
empowerment, research and development, and information and communication 
technology (ICT) use, sustainable economic development, food security and health care. 
Co-operation through the East Asia Summit has tended to include a strong focus on 
issues of human and social development, particularly in education and health. Various 
regional frameworks have enabled productive co-operation on trans-border issues, 
though gaps in national capacities can hinder these efforts.

As for the energy sector, the first phase of the ASEAN Plan of Action for Energy 
Cooperation (APAEC) outlines key strategies for energy sector integration in the 
region spanning multiple programme areas. Improved connectivity, however, remains 
fundamental to these efforts to deepen market connections and improve security and 
efficiency. Connectivity projects have been grouped together under the ASEAN Power 
Grid (APG) and Trans-ASEAN Gas Pipeline (TAGP) initiatives. There has been steady 
development in the APG in recent years even though technical and financial challenges 
remain as obstacles for further development in this sector. The harmonisation of legal, 
regulatory and technical standards are in the preparation phase for study, but their 
implementation has yet to be planned. As for the TAGP initiative, while the construction 
of liquefied natural gas (LNG) terminals can be managed at a national level, regional 
co-operation is needed in establishing a standard clause for LNG cargo diversion and 
destination flexibility for ASEAN contracts, and allow third-party access to terminals. 
A unified strategy in the sector would also strengthen the region’s bargaining power in 
a global LNG market where Asian importers are subject to high prices with the Asian 
premium.

As for the Initiative for ASEAN Integration, the new Work Plan III has replaced the 
previous Work Plan. It not only provides greater detail on types of support to be given, 
it has also shifted its focus, with special focus on fostering improved development 
prospects in the CLM countries through sustained economic growth; the reform of 
business regulations and access to finance; competitiveness in rural economies, as 
well as the development of MSMEs. It was agreed during an April 2016 meeting of the 
ASEAN Integration Task Force in Jakarta that the association would focus on addressing 
development gaps in food and agriculture, trade facilitation, development of MSMEs, 
education, health and social welfare. IAI Work Plan III, which covers 2016-20, follows the 
priorities outlined in AEC Blueprint 2025 with a strategic framework of actions in five 
areas: food and agriculture; trade facilitation; MSMEs; education; and health and well-
being. The plan document highlights its “strong focus” on AEC Blueprint goals in the first 
three of these areas, and “some focus” on food and agriculture actions of ASEAN Socio-
Cultural Community (ASCC) and on AEC goals in the last two areas (which also have a 
“strong focus” on ASCC targets).
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Increasing investment in renewables

Emerging Asia’s energy supply will continue to be dominated by fossil fuels

Emerging Asia is facing a rapidly increasing energy demand over the coming decades, 
which is driven by a variety of socio-economic factors, including increasing population, 
sustained economic growth, and increasing access to electricity. According to projections 
under the International Energy Agency (IEA)’s New Policy Scenario (a baseline scenario 
taking broad policy commitments and plans into account), Emerging Asia will experience 
a significant growth in Total Primary Energy Supply (TPES), increasing from 4 406 million 
tonnes of oil equivalent (Mtoe) in 2013 to 6 998 Mtoe in 2040. This poses major challenges 
to achieving and balancing energy policy objectives in the region, including energy 
security, sustainable development, energy access and affordability. 

Fossil fuels are expected to remain the main energy sources in the region throughout 
the period, with the share of fossil fuels in TPES decreasing slightly from 83% in 2013 
to 79% in 2040 (Figure 4). Coal retains its status as the most important energy source in 
Emerging Asia, although China’s efforts to reduce dependence on coal contribute to reduce 
the share of coal in the region’s TPES from 56% in 2013 to 46% in 2040. Furthermore, the 
IEA expects a rapid deployment of solar power and wind power in the region, with China 
and India accounting for a significant share of the global installed capacity. Though its 
energy supply will grow more slowly than that of either India or ASEAN, China’s TPES 
will continue to account for the largest share of the energy supply in Emerging Asia, 
totalling 4 020 Mtoe by 2040. India’s TPES is expected to increase from 775 Mtoe in 2013 
to 1 908 Mtoe in 2040, and ASEAN’s TPES is projected to rise significantly from 594 Mtoe 
in 2013 to 1 070 Mtoe in 2040.

Figure 4. Total primary energy supply in Emerging Asia, 1990-2040
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12 http://dx.doi.org/10.1787/888933443239

Renewable energy targets have been adopted by China, India and nine ASEAN member 
states

Significant reforms will be needed to mitigate contributions to climate change 
and facilitate the transition to a low-carbon economy. Emerging Asia is particularly 

OvervIew



1. OvervIew

1514 ecONOMIc OUtlOOK fOr SOUtHeaSt aSIa, cHINa aNd INdIa 2017: addreSSINg eNergY cHalleNgeS © Oecd 2017 ecONOMIc OUtlOOK fOr SOUtHeaSt aSIa, cHINa aNd INdIa 2017: addreSSINg eNergY cHalleNgeS © Oecd 2017

exposed to climate change risks, and there has been a widespread adoption of targets 
for renewable energy in the region, with China and India showing global leadership in 
terms of the absolute scales of their targets. The Indian government announced a target 
of increasing the solar capacity from 3 GW to 100 GW by 2022, while increasing the 
overall capacity of renewable energy to 175 GW. Meanwhile, ASEAN’s energy ministers 
have set an aspirational target to increase the share of renewables in TPES to 23% by 
2025. In addition to the region-wide target, all ASEAN member states except Cambodia 
have implemented some renewable energy targets, although the targets vary greatly in 
terms of technology, time horizon, measurement unit and level of ambition. As ASEAN’s 
regional target is not translated into national targets for member states, there are few 
mechanisms for governance, incentivising and monitoring on a regional level. Hence, 
the effectiveness of the target could be improved by co-ordinating national action plans 
and establishing a roadmap to 2025 for ASEAN. In China, Indonesia, Malaysia and the 
Philippines, regulatory support for the renewable energy targets are provided through 
renewable energy laws, which enhances the investment environment and strengthens 
the commitment to renewable energy development. 

Feed-in tariffs are a common policy mechanism to support renewable energy development, 
but setting rates remains a challenge

All of the ASEAN-5 countries, as well as China and several Indian states, have 
introduced feed-in tariffs (FITs), a price-driven policy mechanism that offers long-term 
purchase agreements to power producers for given renewable energy technologies 
(Table 5). In addition to providing subsidies and reducing the price risk for investors, 
some FIT systems are also combined with guaranteed grid access, which theoretically 
reduces the volume risk. Notably China, India, Malaysia and the Philippines provide 
guaranteed grid access and/or priority dispatch to renewable energy. However, grid 
issues remain a key barrier to development and generation of renewable energy in 
the region, even in countries where guaranteed grid access is backed by the national 
renewable energy laws. In addition to feed-in tariffs, tax reliefs and financing support 
are common measures for encouraging renewable energy development in the region. 

Table 5. Renewable energy policy supports in Emerging Asia

 Country Economic support policies and fiscal incentives Regulatory support
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ASEAN

Brunei Darussalam  

Cambodia

Indonesia ✓ ✓ ✓ ✓ ✓ 2014 Geothermal Roadmap NRE 2015-2025

Lao PDR ✓

Malaysia ✓ ✓ ✓ ✓ ✓ 2011 REA 2010 FIT RE Action Plan

Myanmar ✓

Philippines ✓ ✓ ✓ ✓ ✓ ✓ 2008 REA NREP 2011-2030

Singapore ✓ ✓

Thailand ✓ ✓ ✓ ✓ ✓ AEDP 2015-2036

Viet Nam ✓ ✓ ✓ REDS 2015-2030

China and India

China ✓ ✓ ✓ ✓ ✓ ✓ 2005 REL 13th FYP 2016-2020

India ✓ ✓ ✓ ✓ ✓ ✓ ✓

Sources: OECD Development Centre, based on ASEAN Centre for Energy and REN21, Renewables 2016 Global Status Report, 
www.ren21.net/status-of-renewables/global-status-report/. 
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Setting the payment level is one of the most complex parts of an FIT system, as it should 
provide cost recovery for producers without overcompensating them. In several cases in 
Emerging Asia, the feed-in tariffs have been too low to attract substantial investments in 
renewables. Although this can partly be attributed to the challenge of estimating appropriate 
tariff rates in general, the low FIT rates also reflect issues related to securing enough funding 
for FIT systems and insufficient cost control mechanisms. While the tariffs levels are often 
set administratively in the region, China, India and Indonesia have used competitive bidding 
(i.e. auctions and tenders) to set feed-in tariffs. The use of auctions can provide potential for 
discovering the real production cost of renewable energy, and hence the adequate feed-in 
tariffs, which would improve the cost-efficiency of the FIT system. However, this depends 
on a large market size that makes the bids competitive, and avoidance of underbidding. 
India provides an example of such a large market that has significantly benefited from 
introducing competitive bidding as a measure to enhance the cost-effectiveness. While the 
auctions for wind power in India have resulted in tariff reductions up to 30%, they have 
also been linked to low deployment effectiveness with less capacity than intended being 
installed. The risk of low deployment effectiveness in auctions can partly be attributed to 
underbidding, which may drive the tariff below levels that are necessary for sufficient cost 
recovery for most of the projects. If feed-in tariffs are combined with auctions, it is therefore 
essential that measures are taken to prevent underbidding , such as the imposition of strong 
penalties for not commissioning the projects. 

Investment in renewable energy is increasing

China is making large investments in developing renewable energy, totalling 
USD 102.9 billion in 2015, or 36% of global investment in renewables. India was the 
region’s second-largest investor, at USD 10.2 billion in 2015. Following China and India, 
Thailand was the only other country in Emerging Asia to reach USD 1 billion in asset 
finance for renewable energy in 2015. Large-scale hydropower made up the vast share of 
new installed capacity of renewable energy in ASEAN in 2015. If large-scale hydropower 
is excluded, on the other hand, Thailand led the increased capacity of renewable energy 
followed by solar power (Figure 5). In contrast, wind was the major source of new 
installed renewable energy capacity in China and India.

Figure 5. New installed capacity of renewable energy by energy source in 
ASEAN in 2015
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12 http://dx.doi.org/10.1787/888933443248
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FDI flows can help to provide the financing needed for developing renewable energy. 
It also enables the transfer of capital, technology and expertise from home countries 
to host countries; in other words, it allows both multinationals and local companies 
to engage in such transfers through trade and investment for climate-smart goods 
and technologies. India (USD 24 688 million), China (USD 13 555 million) and Indonesia 
(USD 11 930 million) attract the majority of greenfield FDI in the region; they account for 
more than 60% of the total greenfield FDI received in the region in the renewable energy 
sector (Figure 6). Brunei Darussalam and Singapore are two of the smallest markets for 
the renewable energy sector (USD 409 million and USD 946 million, respectively). ASEAN 
countries (USD 24 347 million) receive together about the same amount as India, but 
Indonesia welcomes almost half of it by itself. 

Figure 6. Greenfield FDI inflows in Emerging Asia’s renewable energy sector, 
January 2003 – August 2016
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FDI flows are an important driver of green growth, through investment in the 
development of green energy and the creation of green jobs. While job creation from 
FDI projects in renewable energy a decade ago was dominated by jobs in the biomass 
power sector, in 2015 it came from a more diversified combination of renewable energy 
subsectors, both in the Asia-Pacific region and in ASEAN. This trend is present in China 
and India as well, although biomass power-related FDI still created the largest number 
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of jobs in China in 2015. At the same time, the total number of jobs created from 2011 to 
2015 in China through solar electric power-related FDI increased significantly compared 
with those created between 2006 and 2010.

Grid issues, administrative barriers and pricing are challenges to renewable energy 
development

Grid access is a key requirement in order for development of renewables to be realised, 
whether it is under an FIT system or another economic support mechanism. In ASEAN, 
China and India, grid issues are a key barrier to renewable energy generation, albeit in 
various ways. First, physical issues stemming from underdeveloped grid infrastructure 
and lack of investments in grid upgrades are restraining investors from developing 
renewable energy projects. In addition to technical issues such as voltage rise and lack 
of local load due to distant locations of renewable energy source (RES) plants, there are 
also issues with delays and utility connection at local levels. Grid development and 
upgrades should thus be a key priority to facilitate further development of renewable 
energy. In addition, improved planning is essential to ensure that new renewable 
energy capacity is installed in locations that are suitable in terms of demand centres 
and grid connections. While infrastructure development is a prerequisite to facilitate 
renewable energy development, the investment environment can also be enhanced 
by incorporating guaranteed grid access into renewable energy laws, which have been 
implemented in the Philippines and China. It is, however, essential that the grid access 
is guaranteed de facto. As the cost of renewable energy projects continues to decline 
thanks to learning effects, in particular in China and India, sufficient infrastructure 
will become an increasingly important factor for generation of renewable energy. 
The development of renewable energy must therefore be supported by upgrades and 
expansions of interconnectors in the region

A prerequisite for the RES policy support mechanisms to be effective is that non-
economic barriers are solved, including those related to administrative hurdles and 
restrictions on foreign ownership. Slow regulatory approval processes, overlap of 
government bodies regulating the renewables industry and lack of legislative guidance 
are all factors that hamper renewable energy investment in the region. It is therefore 
essential to simplify the license procedures and coordinate the responsibilities among 
different institutions, in order to enhance the effectiveness of the renewable energy 
policies. 

In the long term, the development of renewable energy could be further supported 
by creating more competitive electricity markets and introducing more appropriate 
energy pricing mechanisms. Moving forward towards a low-carbon energy system, 
appropriate energy pricing is essential. This calls for phasing out fossil-fuel subsidies 
and introducing carbon prices. Owing to the negative externalities related to fossil-
fuelled power generation, the full cost to society is not reflected in the power plants’ 
marginal costs of production. On top of this, the energy market is distorted even further 
as long as fossil fuel subsidies prevail. 

Key structural policy challenges in Emerging Asia

The Outlook’s country notes highlight the key structural policy challenges in Emerging 
Asia (Table 6). 
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Table 6. Medium-term policy challenges and responses in Emerging Asia
Country Topic Focus

ASEAN-5

Indonesia Tourism Strengthen investment in tourism

Infrastructure Improve connectivity and infrastructure development

Energy access Reduce urban-rural gaps in energy access

Malaysia Housing Keep housing affordable and ensure the supply of affordable housing

Social safety net Enhance the social safety net to ensure the wellbeing and participation of citizens

Philippines Infrastructure Invest in infrastructure improvements

Services sector Foster growth in the services sector to create new jobs

FDI Eliminate hurdles to attract more FDI

Thailand Digital economy Develop the digital economy as a new engine of growth

Human capital Develop human capital through education to make the most of the country’s economic potential

Viet Nam Skills development Train a skilled workforce to supply high-tech manufacturing

Infrastructure Build hard and soft infrastructure to support participation in the fourth industrial revolution

Brunei Darussalam and Singapore

Brunei Darussalam Economic diversification Promote economic diversification by inviting foreign investment and supporting the private sector

Competition Improve legislation on business competition

Singapore Population ageing Support the older population in the labour market and strengthen their social safety net

Urban planning Pursue efficient urban planning and optimise land use

CLM

Cambodia Agriculture Advance the agricultural sector

Lao PDR Hydropower development Promote small hydropower projects

SEZs Strengthen skills to make the most of Special Economic Zones

Tourism Boost tourism by fully exploring opportunities in the ASEAN Economic Community

Myanmar Capital market development Promote capital-markets to bolster the private sector

Infrastructure Support investment in infrastructure

Higher education Reform higher education to deliver better quality

China and India

China Capacity utilisation Work off excess capacity

Environment Upgrade environmental quality

India FDI Foster foreign direct investment (FDI) and promote Make in India

Entrepreneurship Strengthen Startup India initiatives

Source: OECD Development Centre.

ASEAN-5

Indonesia

• Tourism: Indonesia has achieved recent goals in expanding tourism, but can 
further improve the sector’s prospects. Recent reforms have facilitated travel to 
the country and identified ten priority tourism destinations: Lake Toba in North 
Sumatra, Tanjung Kelayang beach in Belitung Island, Tanjung Lesung beach in 
Banten, Thousand Islands in Jakarta, Borobudur temple in Central Java, Mount 
Bromo, Tengger and Semeru in East Java, Mandalika beach in West Nusa Tenggara, 
Labuan Bajo in East Nusa Tenggara, Wakatobi in Southeast Sulawesi and Morotai 
Island in North Maluku. Each of these areas has received significant infrastructure 
investment and will have tourism authorities established. Co-operation between 
all stakeholders, including the multiple government ministries involved in the 
sector, is critical for the success of these initiatives. An attractive investment 
environment and skills development will also be needed in tourism and associated 
sectors. Niche tourism markets may also have strong potential in the country. 
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• Infrastructure: Improving infrastructure is a priority of the government and is 
critical for the country’s economic development. Austerity measures have been 
put in place, and infrastructure spending accounts for a large share of government 
spending. Securing funding for infrastructure therefore requires the use of 
multiple financing sources. Options include municipal bonds, which have been 
underutilised. While local governments receive budget transfers from the central 
government, including the Special Allocation Fund, developing local government 
capacities in managing projects will also be necessary in many cases. 

• Energy access: Access to energy varies considerably between urban and rural 
areas and across regions of the country. Electrifying remote areas is often not 
commercially feasible and may face further challenges from geography, human 
resources and financing. Government programmes, such as the Bright Indonesia 
Program or Program Indonesia Terang (PIT), have helped to expand electricity 
access in more remote areas. As it pursues improved access, the government has 
also set targets for increasing the use of renewable energy. Private investment 
should play a role in helping to realise these goals. 

Malaysia

• Housing: The rate of home ownership is relatively high in Malaysia, but housing 
prices have increased dramatically and faster than incomes in the recent past. 
The government has implemented assistance and other programmes, such as 
Perumahan Rakyat 1Malaysia (PR1MA), to try to ensure that housing remains 
affordable. These programmes do not address rising construction costs, however. 
Reforms could also be made to reduce application delays for developers proposing 
new projects. 

• Social safety net: Malaysia has many social safety net programmes, but the removal 
of general subsidies, such as the oil subsidy, has created the need for additional 
targeted initiatives. The Bottom 40 and other vulnerable groups are in need of 
support to move into the middle-income group. Existing programmes, including 
the Bantuan Rakyat 1Malaysia unconditional cash transfer, the Tuition Aid Scheme 
and the Poor Students’ Trust Fund, could benefit from improved monitoring for 
effective targeting and greater transparency on budgeting. 

Philippines

• Infrastructure: The Philippines faces many infrastructure challenges, particularly 
in transportation and utilities infrastructure. Progress has been made through 
private sector involvement in developing energy and utilities, information and 
communications technology (ICT) and social infrastructure. PPPs have the 
potential to increase investment and introduce external expertise in developing 
new projects. The PPP for School Infrastructure Project (PSIP), a build-and-transfer 
project to deliver new school facilities, is one of several significant infrastructure 
PPPs currently underway. Further private involvement could be facilitated by 
reforms to move to longer-term planning, clarified administrative roles and 
strengthened competition. 

• Services sector: While income growth has been strong, rates of job creation in 
the Philippines have often been disappointing. The services sector is already 
relatively large, having seen growth through business process outsourcing (BPO) 
and other industries. BPO jobs tend to be filled by more educated employees, 
leaving the need for jobs for less educated workers. Tourism is a promising area 
for future development, though there is additional need for skills upgrading and 
infrastructure development.
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• FDI: The Philippines has many positive attributes that help in attracting FDI, 
including abundant natural resources, a growing working-age population with 
a large number of English speakers and a large domestic market. However, 
it also has many restrictions in place, particularly in the accounting and audit, 
architectural, business services, engineering, legal and media sectors. Recent 
liberalising reforms have helped to improve the investment environment, though 
further change may be needed to attract FDI that will bring positive spillovers for 
domestic firms. Government initiatives such as SETUP, which helps smaller firms 
with technological adaptation, will also play an important role in improving the 
capacities of domestic firms to realise the benefits from investment inflows. 

Thailand

• Digital economy: Thailand has set a number of goals to support the vision of a 
transition to a digital economy. The new Ministry of Digital Economy and Society 
acts as a focal point in the government. Programmes have been established to 
promote ICT use in the country, though barriers to the development of the sector 
remain to be addressed. These include inadequate ICT use, the lack of a proper 
regulatory framework for ICT infrastructure and services, using ICT to improve 
the efficiency of trade administration, private investment in the sector, and ICT 
literacy and advanced skills. 

• Human capital: Rapid improvement has been made at all levels of education in 
Thailand, though further work can be done to develop highly skilled human capital. 
The quality of teachers, curricula and textbooks is a constraint to improving 
education, and there are barriers to access in remote and rural areas in particular. 
Incentives could be offered to attract teachers to work in remote schools, along 
with other reforms to school organisation and funding. A comprehensive plan for 
education reform, including a strategy for the teaching of ICT skills, would help in 
reforming the sector. 

Viet Nam

• Skills development: The development of advanced manufacturing in Viet Nam 
will require skills upgrading. Various measures have been implemented to 
improve training, including administrative and curricula reforms and new 
promotional efforts for vocational training programmes. International partners 
are also contributing financial and other forms of assistance to the development 
of technical and vocational training and education (TVET) in the country. Training 
programmes could benefit from further co-operation with the private sector, 
including multinational companies. While the Law on Vocational Training of 2015 
highlights the need for private sector and civil society involvement, this has proved 
difficult to achieve in practice. Incentives for providing on-the-job training may be 
a useful tool. 

• Infrastructure: Along with worker skills, hard and soft infrastructure will need to 
be improved to facilitate technological upgrading and the expansion of advanced 
manufacturing. Efficiency in hard infrastructure projects is being improved through 
greater involvement of private and foreign partners via PPPs and equitisation. In 
2016, a group of projects was opened to foreign investment in four main areas of 
infrastructure: transport, power, urban and industrial parks. Inter-ministerial co-
operation on soft infrastructure is also critical, and may include the development 
of consolidated sources of information for technology-intensive industry. 
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Brunei Darussalam and Singapore

Brunei Darussalam

• Economic diversification: Low oil prices have highlighted the need for economic 
diversification in Brunei Darussalam. Foreign investment can be a useful driver 
of economic growth and diversification, though most FDI in the country has 
been concentrated in the resource sector. Incentives are being offered by the 
Brunei Economic Development Board (BEDB) and other parts of the government to 
attract investment, including recently for the purpose of developing new sectors. 
Domestic initiatives are also being pursued, with a focus on small and medium-
sized enterprises, though these have faced challenges in financing and marketing.

• Competition: Local competition has tended to be weak in Brunei Darussalam – a 
situation that has contributed to the lack of economic diversification. The passing of 
the country’s first national competition law has provided the legislative framework 
for the development of a more effective competition policy.

Singapore

• Ageing population: The challenges associated with Singapore’s ageing population 
are being addressed by the government, including through changes to retirement 
and re-employment policies to encourage older workers to remain in the labour 
force. Training programmes, such as Workfare Training Support (WTS), and other 
forms of assistance are being used to encourage the hiring of older workers. Social 
programmes focusing on the elderly are also being strengthened to provide support 
for medical and other needs. 

• Urban planning: Managing land use is a critical issue for improving economic 
growth and well-being in Singapore. In addition to the country’s Concept Plan and 
Master Plan for land use planning, the Ministry of National Development’s Land 
Use Plan addresses housing, green cities, public transport, economic growth and 
technology and innovation. 

CLM countries

Cambodia

• Agriculture: Agriculture remains the largest sector by employment in Cambodia. 
Enhanced productivity and modernisation are needed to raise incomes in the sector. 
An important element of this will be the shift from traditional to modern inputs 
through mechanisation and the adoption of higher-quality seeds, fertilisers and 
irrigation systems. Improvements will also be needed to outlying infrastructure 
that limits the efficiency of production and distribution, as well as increases in the 
labour productivity of farming. 

Lao PDR

• Hydropower development: Small hydropower projects have the potential to 
contribute to rural development and employment in Lao PDR, as well as to rural 
electrification efforts. The development of large hydropower projects in the country 
has tended to be focused on electricity exports rather than improving access 
domestically. Small hydropower projects may also have smaller environmental 
impacts. The success of such projects depends on increased access to finance, 
improved skills and greater institutional capacities to ensure their smooth 
implementation. 
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• SEZs: There are 13 Special and Specific Economic Zones in Lao PDR, comprised of 
industrial zones, tourism and new urban centres, and trade and logistics areas, 
administered by the Lao National Committee for Special Economic Zones (NCSEZ). 
Efforts are being made to attract further investment in the country’s SEZs. Moving 
into higher value-added sectors will, however, require the development of a more 
highly skilled workforce. Future development may be in the ICT, business support 
services, knowledge-based activities and research and development (R&D) sectors.

• Tourism: Most tourists visiting Lao PDR come from neighbouring Thailand and 
Viet Nam. The country is making efforts to improve the quality of tourism offerings, 
working through regional and domestic initiatives. Ecotourism is a particularly 
promising area for the country. New programmes aim to promote tourism in 
natural areas while conserving their resources and the customs of local people, as 
is being done through the Nam Ha project. 

Myanmar

• Capital market development: Capital markets are underdeveloped in Myanmar. 
Recent progress in the country includes the introduction of an interbank foreign 
exchange market by the Central Bank of Myanmar and the launching of the Yangon 
Stock Exchange. The benefits of stock markets for financial diversification and 
corporate governance will be hard to attain without infrastructure, scale and 
supervision that may not be possible in Myanmar. Regional co-operation, such as 
through the Asian Bond Markets Initiative (ABMI), will also play a role in promoting 
capital market development. 

• Infrastructure: Myanmar’s infrastructure gap is a considerable brake on the 
country’s economic development. Diverse sources of financing, including from 
the private sector, will be needed to finance the needed infrastructure. PPPs have 
been used in Myanmar for large infrastructure projects, but the country lacks an 
infrastructure strategy that incorporates PPPs and lacks an institution capable of 
promoting their use. 

• Higher education: Despite the expansion of higher education in Myanmar, there are 
concerns about its quality and cost-effectiveness. Problems have been identified 
with the sector’s physical infrastructure, access to and use of information, curricula, 
facility quality, administration and governance, and international engagement. A 
new education law passed in 2014, following the Comprehensive Education Sector 
Review (CESR), has been criticised for centralising the administration of higher 
education under the National Education Commission. 

China and India

China

• Capacity utilisation: The removal of excess capacity in China’s economy is a 
necessary step in the country’s ongoing adjustment towards lower, but higher 
quality, growth. Excess capacity dampens investment and hinders productive 
resource reallocation. The National Development and Reform Commission 
(NDRC) has issued public warnings about this since the early 2000s. Recently, the 
government has disbursed funds to re-employ, relocate or retire redundant workers 
in manufacturing industries with the greatest excess capacity, though this has not 
been entirely successful. Excess capacity is also a concern in the real estate sector, 
particularly in third- and fourth-tier cities, while demand outstrips supply in large 
cities.
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• Environment: Environmental protection has recently been made a policy priority, 
primarily through efforts to reduce emissions and improve air quality. Progress 
has been made in the regions with the greatest pollution problems. The draft 
Environmental Tax Law would impose levies on air, water, noise and waste polluters, 
though it exempts several important sectors. Sub-national authorities may adopt 
more stringent standards according to circumstances, however, and 2014 revisions 
to environmental laws set unlimited fines for polluters. Green bonds have been 
issued to finance environmentally friendly investment, including projects such as 
“clean coal” that are not eligible under the Green Bond Principles and the Climate 
Bonds Standard.

India

• FDI: The Make in India initiative, launched in 2014 and implemented in 2015, opened 
up 25 sectors to increased FDI, including automobiles, aviation, biotechnology, 
chemicals, construction, defence manufacturing, electrical machinery, electronic 
systems and mining. The initiative also eased administrative barriers in an effort 
to attract new investment. FDI inflows increased dramatically following these 
reforms. Further reforms are planned to put more sectors under the automatic 
track.

• Entrepreneurship: Startup India was launched in January 2016 to encourage 
innovation and entrepreneurship, particularly by youth and minorities. The 
initiative eases and assists the launch of new firms. However, changes may be 
needed to achieve the goal of creating new firms across a diverse range of sectors, 
as many have so far involved e-commerce and Internet-related businesses.
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