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CPA Australia Asia-Pacific Small Business Survey is the 11t in a series of annual surveys
conducted by CPA Australia measuring:

e small business conditionsin 2019

¢ small business confidence in 2020
e the drivers of small business growth
e technology uptake

e innovation

e access to finance.

Given the survey was conducted before the COVID-19 pandemic, this report largely excludes
data from the questions measuring small business confidence in 2020.

The data presented in this report is compared across the 11 markets included in the survey
and over time.

In total, 4193 small businesses completed the survey, including:
e 501 from Australia

e 772 fromMainland China”
e 303 fromHong Kong

e 506 fromIndia

e 300 fromIndonesia

e 300 from Malaysia

e 300 fromNew Zealand

e 305 fromthe Philippines
e 305 from Singapore

e 301 from Taiwan

e 300 from Vietnam.

A For this survey, the results for Mainland China exclude Hong Kongand Taiwan, which are shown separately.

The online survey was conducted with a random sample of small business owners/
managers between 18 November 2019 to 12 December 2019. The sample was obtained
through panel providers.

To qualify for the survey, participants were required to be an owner, a senior manager
(defined as a Director, Principal, CEO, Managing Director, CFO or a Senior Manager) or a
qualified accountant of abusiness with less than 20 employees.

Care was also taken to ensure that the survey sample for each market broadly represents
the industry profile for that market.
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EXECUTIVE SUMMARY

CPA Australia’s 11" annual Asia-Pacific Small Business Survey' found that overall, small
business conditions were slightly weaker in 2019 than in 2018. At the time of the survey, the
percentage of small businesses that expect to grow in 2020 was largely unchanged from
2019, however the coronavirus or COVID-19is expected to put alarge dent in small
business confidence in 2020.

The survey found that businesses that are growing strongly or expectto grow strongly are

much more likely to have the following features:

e astrong focus on technology and their investmentin technology has made their business
more profitable

e afocus onimproving customer satisfaction rather than just relying on customer loyalty

e they are innovating through the expected introduction of new products, processes and
services in 2020

e using social media to promote their business to potential customers and engage with
existing customers

¢ selling online is important to their revenue

e afocusonimproving business strategy

e exporting

e based in developing economies of Asia.

Other key highlights of the survey include:

e Small businesses from Vietnam, Indonesia and the Philippines were the most likely to
report growing in 2019, while Australian and Hong Kong small businesses were again the
least likely.

¢ Hong Kong recorded the largest fall in the number of small businesses that reported
growing in 2019 from 2018, while Mainland Chinarecorded the largest increase.

e The survey results show a strong link between the use of technology and strong business
growth. Small businesses that grew strongly in 2019 were significantly more likely to
have:

o used social media to sell their products or services, to promote their business to
potential customers and to communicate with existing customers

o generated more than 10 per cent of their revenue through online sales
generated more than 10 per cent of their sales through new payment technologies
reviewed their cybersecurity protectionsin the past three months

Small businesses that grew strongly in 2019 were also far more likely to have reported
their investment in technology in 2019 had already improved their profitability.

" The survey was of 4193 businesses with less than 20 employees from Australia, Mainland China, Hong Kong, India,
Indonesia, Malaysia, New Zealand, the Philippines, Singapore, Taiwan and Vietnam. For the purpose of this survey, the results
forHong Kong and Taiwan are shown separately from Mainland China. The survey was conducted online from 18 Novemberto
12 December2019.
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¢ Younger respondents are more likely to:
o have found their business and business revenue grew in 2019
use social media for business purposes
generate revenue fromonline sales
generate revenue from exports
state that they will innovate in 2020 through the introduction of a totally new
product, service or process
have found that their investment in technology in 2019 increased their profitability
receive payments through new payment technologies
have invested in technologies other than computer equipment
be from developing Asian economies, especially Mainland China.

0O O O O

o O O O

e Small businesses from Mainland China remain the leaders in the adoption of digital
technologies, including selling online and receiving payment through new payment
technologies, such as Alipay and WeChat Pay. In fact, it would be difficult to find a
business from Mainland China that is not selling online and/or offering digital payment
options.

e Small businesses from Australiaand New Zealand remain laggards in the adoption of
digital technologies with large numbers of Australian respondents not using social media
in their business, not selling online and not receiving payment through new payment
technologies despite the survey results showing that businesses using technology are
more likely to be growing.

e Small businesses from Vietnam and Indonesia are the most likely to expect that they will
be subject of acyberattack in 2020. As a consequence, Vietnam’s small businesses are
by far the most likely to have reviewed their cybersecurity processes in the past three
months.

e Small businesses from Mainland China and Indonesia are the most likely to state that
they will innovate in 2020 through the introduction of a totally new product, process or
service to their market or the world. Small businesses from Australia, New Zealand and
Hong Kong are the least likely to state they will innovate.

e Small businesses from Mainland China and Indonesia were the largest creators of jobs in
2019.

e Businesses that grew in 2019 were much more likely to have found that improved
customer satisfaction, improved business strategy and the introduction of a new product
or service were positive influences on businesses than businesses that did not grow.
Businesses that did not grow found that cost control and low rent were the most positive
influences on their business in 2019.

¢ Respondents again identified increasing costs and increasing competition as the factors
most likely to have had a detrimental impact on their business in 2019.

e Asinprevious years, small businesses from Australiaand New Zealand were the least
likely to have required external finance in 2019, despite Australian and New Zealand
businesses reporting easier financing conditions than most other markets surveyed.
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e Givenrobust growth and afocus on technology, it is not surprising that small businesses
from Vietnam and Indonesia were the most likely to have accessed external finance in
2019. This is despite small businesses from Vietnam being the most likely to report
‘difficult’ financing conditions.

¢ Banks remained the main source of external finance for small businesses for all markets
except Mainland China, where respondents were more likely to report that venture capital
funding (or angel financing) and investors were their main source of finance.

e Business growth remains the main reason for accessing external finance in all markets.
Given difficult business conditions that emerged in Hong Kong in 2019, it is not surprising
that small businesses from that market were the most likely to have accessed external
finance for business survival.

e Itappears that the strong business growth in Vietnam is causing cashflow difficulties for
some businesses, with businesses from that market being the most likely to have found it
difficult to pay their debts in 2019 and the most likely to have borrowed to cover late
payment from debtors. This in turn could be due to strong growth pushing up business
costs, with Vietham’s small businesses being the most likely to report increasing costs as
a barrier to growth.

¢ Businesses with more staff are more likely to have found their business grew in 2019.
Likewise, businesses with more staff are much more likely to:

use social media for business purposes and use it in a variety of ways

generate revenue through online sales

sell overseas

expect to innovate in 2020

expect to be subject to a cyberattack

have found their investment in technology in 2019 has increased its profitability

received payment through new payment technologies

found the China-US trade war to have had a negative impact on their business.

¢ The banking, finance and insurance industries were the most likely to have grown in
2019. Public administration and safety; professional, scientific and technical firms;
transport and warehousing; and rental, hiring and real estate services were the most
likely to report not growingin 2019.

e Businesses that have been established for shorter periods were the most likely to report
growing in 2019. Such businesses are also much more likely to use social media for
business purposes, sell online and expect to innovate in 2020. They also were more
likely to have found their investment in technology in 2019 had already been profitable .

O O O O O O O O
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MAJOR FINDINGS

The percentage of small businesses that reported they grew in 2019 was
largely unchanged from 2018, with the notable exception of Hong Kong

Small businesses from Vietnam, Indonesia, the Philippines and Mainland Chinawere the
most likely to report growing in 2019, while businesses from Australia and Hong Kong were
the least likely.

The percentage of businesses that reported growing in 2019 compared with 2018 rose the
most in Mainland China and Vietnam and fell the most in trade-exposed Hong Kong and
Singapore.

These results are largely mirrored by the reported change in businessrevenues from2018 to
2019. Small businesses from Vietnam, Indonesia and the Philippines were the most likely to
report that their business revenues grew in 2019, while small businesses in Hong Kong were
the most likely to state that revenues declined.

Small businesses that reported growing in the previous 12 months — a comparison
over time and by market
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There is a significant link between undertaking certain activities and strong
business growth

Small businesses that indicated they grew strongly in 2019 and expect to grow strongly in
2020 are significantly more likely to be selling online, innovating, exporting, improving
business strategy and improving customer satisfaction.

Further, small businesses operating in developing economies, that have been established for
less than 10 years, and where the respondent is aged under 40, are also significantly more
likely to indicate that they grew strongly or expect to grow strongly in 2020.

Businesses that indicated they are growing strongly or expect to grow strongly are also more
concerned about the possibility of cyberattacks and, therefore, are more likely to have
reviewed their cybersecurity measures in the past six months.

Businesses that did not grow in 2019 are significantly more likely to state that a poor overall
economic environment was a barrier to their growth than businesses that grew strongly .

Businesses that grew strongly in 2019 are much more likely to have found the
following:

Percentage
where the
business was

Percentage
that grew
strongly in

2019 unchanged or

shrank in 2019

Their investment in technology in 2019 was already profitable

Earned more than 10 per cent or more of their revenue from

. 68.0%
online sales

Received more than 10 per cent or more of their sales
through new payment technologies such as Alipay, Apple 68.5%
Pay and WeChat Pay

Good staff was one of the most positive influences on their

. 33.5%
business
Improving business strategy was one of the most positive
. ) ) 29.4%
influences on their business
Introducing a new product or service was one of the most

SV . : 27.1%
positive influences on their business
Improving customer satisfaction was one of the most positive 37.7%%

. (<]

influences on their business
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Accessing external finance easy or very easy in the prior 12 o
40.0%
months
Repaying debts was easy or very easy 46.5%
Business used social media to sell products or services 47.2%
Business used social media to learn about the behaviours of 42.1%
. . (o]
customers and potential customers
Business used social media to receive/ monitor customer o
41.8%
feedback
Business last reviewed its cybersecurity protections in the
. 54.1%
past six months
Increased employee numbers in the prior 12 months 69.8%

Businesses that expect to grow strongly in 2020 are much more likely to expect the
following:

Expect to Expect to
grow remain

stronglyin  unchanged or
2020 shrink in 2020

They will innovate through the introduction of a product, process o

or service totally new to their local market or the world in 2020 53.8%
Expect revenue from overseas sales to grow strongly in 2020 37.9%
Believe a cyberattack on their business is very likely or 45.4%
somewhat likely in 2020 e
Business will require external finance in 2020 33.8%
If seeking finance, the business expects easy to very easy 32.99,
access to finance e
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Demographics of businesses that grew strongly in 2019 or expectto grow strongly in
2020:

Expectto Expectto
Grew Unchanged grow remain
stronglyin orshrankin strongly unchanged

2019 2019 in 2020 or shrink
in 2020

Business has 10 to 19 staff

Business has been established for 10
years orless

73.9% 78.8%

The respondent was aged under 40 65.2% 70.2%
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Small businesses from Asia are much more likely to be undertaking activities
associated with growth

Small businesses in Asia continue to be more likely than businesses in Australia and New
Zealand to undertake activities the survey finds are closely associated with growth. This is
highly likely to be contributing towards small businesses in Asia being more likely to be
growing.

The investment that many small businesses in Asia are making in innovation, new payment
technologies, social media and improving customer satisfaction should also supporttheir
long-term growth prospects.

Further, the stronger growth of small businesses in Asiais leading to them having much
higher demand for external finance, despite access to finance being alot more difficult in
those locations (other than Mainland China). The relatively easier access to finance in
Australia and New Zealand does not appear to influence the businesses’ growth outlook.

A significant difference between small businesses in Asia, and Australia and New Zealand is
their respective age profiles. Small businesses in Asia have typically been established for
shorter periods of time and have a younger owner. The survey results show that these
businesses are much more likely to be undertaking activities associated with growth such as
leveraging technologies and innovation. A policy challenge for Australiaand New Zealand is,
therefore, how to attract younger people to start their own business or buy an existing
business.

The major differences in the survey results between Australia, New Zealand and the
average for Asia

] New Asia
Australia
Zealand average
Business grew in 2019 49.7% 71.8%
Increased business revenues in 2019 45.7% 65.6%

7.3% 30.3%

Do NOT expectto sell into overseas markets in 2020 47.7% 24.9%

Did NOT use social media for business purposes 39.3% 13.2%

Business uses social media to sell products or services 23.3% 44.0%
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Business uses social media to communicate with existing

34.0% 48.6%
customers

Improving business strategy was one of the most positive

influences on the business in 2019 17.0% 23.9%

Improving customer satisfaction was one of the most

positive influences on the business in 2019 24.7% 31.4%

Received more than 10 per cent of their sales through new
payment technologies such as Alipay, Apple Pay and 42.1% 65.3%
WeChat Pay

Earned more than 10 per cent or more of their revenue from

: 26.0% 56.8%
online sales

Found their investment in technology in 2019 was already

0, o,
profitable 23.0% 55.7%

Required external finance in 2019 to fund business growth 31.4% 56.4%
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Small businesses with younger respondents are much more likely to be
growing

Respondents aged under 40 are significantly more likely to state that their business is
growing, creating jobs and focusing on key drivers of business growth including innovation,
and leveraging technology.

Younger respondents were also more likely to have invested in technology in 2019 that has
already improved their profitability. These respondents are more likely to have invested in
artificial intelligence and mobile applications (apps) than older respondents, who were more
likely to be investing in computer equipment.

Due to their typically stronger focus on increasing the use of technology, younger
respondents are much more likely to expect a cyberattack in 2020 and are therefore more
likely to have reviewed their cybersecurity in the past six months.

While younger respondents are seeking to grow their customer base through technology,
innovation and improving customer satisfaction, older respondents are more likely to be
relying on their existing customer base.

Given younger respondents are more likely to be with businesses that are growing, it is not
surprising that they were much more likely to have required external finance in 2019. While
there is little difference in ease or difficulty in accessing finance by age, younger respondents
were less likely to state that a bank was their main source of external finance than their older
counterparts.

Interestingly, older respondents are significantly less likely to be relying on cash sales than
younger respondents. This may be due, in part, to a high percentage of younger respondents
operating in developing economies where payment methods such as credit cards and
electronic funds transfers appear less available.

Given these results, policy makers should consider how bestto encourage and support
younger people to start abusiness or to buy an existing business.

Key differences in survey results between respondents aged under 40 and those aged
50 and over

Percentage

=]
ercentage of of

respondents
under 40

respondents
50 or over

Reported their business grew in 2019 76.5%

Reported their business revenues grew in 2019 70.2%
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Increased employee numbers in 2019 41.8%

Will introd uce a new product, service or process unique to their market 32.8%

or the world in 2020

Expect revenue from overseas markets to grow strongly in 2020 20.6%

Did NOT use social media for business purposes 10.9%

Business used social media to sell products or services 47.3%

Business used social media to communicate with existing customers 50.9%

Business used social media to promote itself to potential customers 51.8%

Improving business strategy was one of the most posttive influences 24.8%

on their business in 2019

_Improving customer sajisfact_ion was one of the most positive 32.5%

influences on their business in 2019

More than 10 per cent of revenue comes from online sales 59.4%

More than 10 per cent of sales received through digital online payment 58.8%

platforms, such as Alipay, Apple Pay and WeChat Pay

Consider it likely that their business will experience cyberattack(s) in 40.9%

2020

Business last reviewed its cybersecurity protections in the past six 50.8%

months .

Investment in technology in 2019 has already increased the business’s 58.4%

profitability

The technology the business invested in most heavily in 2019 was 18.4%

computer equipment

Required external finance in 2019 60.1%

Business growth was a main reason for requiring external finance in o
57.6%

2019

A bank was the main source of external finance in 2019 33.8%

50 per cent or more of sales are received in cash 51.1%

Has 10 to 19 staff 42.1%
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SURVEY RESULTS

Invested in technology

70.9%

of businesses that grew strongly reported
that their investment in technology in 2019
was already profitable

of businesses that did not grow, or shrank,
found their investment in technology in
2019 was profitable

94.1%

of businesses that grew strongly in 2019
reviewed their cybersecurity protectionsin
the past six months

of businesses that did not grow, or shrank
in 2019, reviewed their cybersecurity
protections in the past six months

Businesses that reported growing strongly in 2019 are much more likely to have invested in
technology and are significantly more likely to have found their investment was already

profitable. This indicates that such businesses:

e may have better access to the skills, knowledge and experience required to invest in
and use technology that generates a quick return on investment
may have the extra resources requiredto invest in the right technology

are less likely to have legacy systems

e arein a better position to take risks with technology.

Given the strong link between technology and business success, businesses should consider
how best they can improve their understanding of technology so that they are better placed
to make decisions on the types of technology their business needs and implement it. Further,
they need to also consider increasing their investment cybersecurity to reduce the risk of a

cyberattack on their critical systems.

Selling online is an important part of their business

69.0%

of businesses that grew strongly in 2019
earned 11 per cent or more of their revenue
from online sales

of businesses that did not grow, or shrank
in 2019 earned 11 per cent or more of their
revenue fromonline sales
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68.5%

of businesses that grew strongly received
11 per cent or more of their sales through
new payment technology

of businesses that did not grow, or shrank
in 2019 received 11 per cent or more of
their sales through new payment
technology

Businesses that reported growing strongly in 2019 and reported strong revenue growth were
significantly more likely to have earned more than 10 per cent of their revenue from online
sales.

Businesses seeking to grow, that are not selling online or earn very little from online sales,
should consider investing more in developing various online channels for sales, including
making it easier for customers to purchase online through new payment technologies such
as PayPal, Alipay and Afterpay.

Used social media for business purposes

47.2%

of businesses that grew strongly used
social media to sell products or services

of businesses that did not grow, or shrank,
used social media to sell products or
services

51.8%

of businesses that grew strongly used
social media to communicate with existing

of businesses that did not grow, or shrank,
used social media to learn about the
behaviours of customers and potential

customers customers
o
55.3%
of businesses that grew strongly used of businesses that did not grow, or shrank,
social media to promote their business to used social media to promote their
potential customers business to potential customers

As in previous years, there is a solid link between using social media for business purposes
and strong business growth. Further, businesses that are growing strongly are significantly
more likely to be using social media in a variety of ways, including selling, having two -way
communication with existing and potential customers, and learning more about customer
behaviours.

This indicates that there is value in small businesses increasing their social media presence,
including using it as another channel to sell to customers and gathering customer data and
feedback. Such datais important to form a better understanding of their customers and, if
acted upon, improving customer satisfaction.
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Focused on improving customer satisfaction and business strategy

37.7%

of businesses that grew strongly in 2019 of businesses that did not grow, or shrank

found that improving customer satisfaction in 2019 found that improving customer
had one of the most positive influences on satisfaction was one of the most positive
their business influences on their business

29.4%

of businesses that grew strongly in 2019 of businesses that did not grow, or shrank

found that improved business strategy had in 2019, found that improved business
one of the most positive impacts on their strategy had one of the most positive
business impacts on their business

Businesses that reported growing strongly in 2019, and reported their revenues grew
strongly, were much more likely to be focused on customers satisfaction and business
strategy than businesses that did not grow.

While maintaining customer loyalty was also one of the most positive factors impacting
businesses that grew strongly, it is not a distinguishing feature of growing businesses as
businesses that did not grow also said they were focused on maintaining customer loyalty.

This indicates that spending time learning about customers and potential customers, as well
as increasing the time spent on developing and implementing abusiness strategy, is
important to business success. This may require small businesses to invest in technology
that allows themto learn more about their customers and their behaviours, as well as
seeking professional advice on the design and execution of business plans.

Innovate through a new product or service

53.8%

of businesses that expect to grow strongly in
2020 will introduce a new product, service or
process new to their market or the world

of businesses that do not expect to grow,

or expect to shrink in 2020 will introduce

a new product, service or process new to
their market or the world

27.1%

of businesses that did not grow, or

of businesses that grew strongly in 2019 shrank in 2019, found that introducing a
service was one of the most positive most positive influences on their
influences on their business business

The survey results show that there is a solid link between innovation through introducing a
new product, process or service and business growth.
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This indicates that spending more resources and time learning about customers,
technological developments and industry trends and translating that through to new products
and services is important to business success.

This result may also indicate that businesses that are growing strongly may have the extra
resources required to invest in innovation and be in a better position to take risks that are
associated with innovation. This culture of innovation is setting such businesses up for long-
term success.

Seeking to grow export

o
37.9%
of businesses that expect to grow strongly | of businesses that do not expect to grow, or
in 2020 expect strong growth in their shrink in 2020, expect strong growth in their
overseas sales overseas sales
o
25.1%
of businesses that grew strongly in 2019 of businesses that did grow, or shrink in
found that entering new markets was one of | 2019, found that entering new markets was
the most positive influences on their one of the most positive influences on their
business business

As with previous results, businesses that expect their business and revenues to grow
strongly in 2020 are significantly more likely to expect their overseas sales will grow strongly.
Businesses that grew strongly in 2019 were also much more likely to report that entering new
markets was one of the most positive influences on their business in that year.

This result may also indicate that businesses that are growing strongly may have the extra
resources required to enter new markets and adapt their products or services to those
markets and be in a better position to take risks associated with exporting. However,
exposing a business to new competitive pressures and ideas from different markets, and
diversifying income streams remains important for long-term business success.
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SEVEN LESSONS FROM HIGH GROWTH SMALL
BUSINESSES

Develop your capability to identify and implement the best
technologies for your business

2 Invest in learning more about your customers and potential
customers

how emerging technologies could be applied to your
business

> Dedicate more time learning about industry trends and

Visit at least one new market a year to test whether
there is demand for your products or services

@ Invest in increasing your social media presenence and

finding new way to use social media

Increase your presence on various online sales channels
and use new payment technologies to make it easier for
customers to pay online

Increase your focus on developing and implenting your business
strategy
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SMALL BUSINESS AND TECHNOLOGY

The impact of technology on small business profitability

Investment in technology in 2019 made the business more profitable (by market)

B |t made the business significantly more profitable ™ It made the business somewhat more profitable

Investment in technology in 2019 made the business more profitable (by age of
respondent)

25.8%
20.2%

7.3%

Under 30 30 - 39 40 - 49 50 - 59 60+

® |t made the business significantly more profitable = It made the business somewhat more profitable
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Key findings

Nearly half of small businesses found that their investment in technology in 2019 had already
led to an increase in their profitability (48.9 per cent), largely unchanged from 2018 (48.0 per
cent).

Small businesses from developing economies were again much more likely to have
experienced aboost in profits from their recent investment in technology. For example, 88.0
per cent of the respondents from Vietnam reported their investment in technology in 2019
had already improved their profitability, compared with only 18.8 per cent of Australian small
businesses.

Age is also a factor in the short-term profitability of technology investment by small business,
with respondents aged under 40 being far more likely to state their investment in technology
in 2019 was already profitable (58.4 per cent) than respondents over 50 (24.9 per cent).
Similarly, older respondents were more likely than younger respondents to state that their
business did not invest in any technology in 2019 (34.8 per cent of respondents aged over 50
stated their business did not invest in any technology in 2019 compared with 15.6 per cent of
respondents under 40).

Another factor influencing this result is the number of employees, with businesses with five or
more employees being significantly more likely to report that their investment in technology in
2019 was already profitable (58.9 per cent) than businesses with no staff (27.3 per cent).

The technology that was most likely to have significantly increased a business’s profitability
in 2019 was artificial intelligence and machine learning.

Other findings

o Businesses that grew strongly in 2019 were significantly more likely to find that their
investment in technology in 2019 was already profitable (70.8 per cent) than those that
did not grow or shrank (22.8 per cent).

e Businesses that did not grow or shrank in 2019 were much more likely to have made no
investment in technology (31.5 per cent) than those that grew strongly (14.3 per cent).

Suggestions:
Businesses should invest in developing their digital capability so they are more likely to
invest in technology that improves their profitability sooner.
Businesses with few employees could work with professional advisers to improve their

understanding of technologies that can improve their profitability .
Governments, with the support of professional advisers, should be assisting small
businesses improve their understanding of technology.
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Social media

NOT using social media for business purposes (by market and over time)
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What small businesses use social mediafor (comparison of those growing strongly
with those that grew a little, and did not grow or shrank)

To sell products or services

To recruit staff

To receive/monitor customer feedback

To promote your business to potential customers

To monitor competitors

To learn about the behaviours of your existing
existing and potential customers

To communicate with existing customers

0% 10% 20% 30% 40% 50% 60%

m Grew strongly Grew a little Did not grow/shrank

Key findings

The survey results again demonstrate that small businesses that use social media are
significantly more likely to be growing than businesses that are not. Further, small
businesses in Asia remain far more likely to be using social media than businesses in
Australia and New Zealand.

In addition, businesses that are growing are using social media in different ways. For
example, most are using social media to engage with their existing customers and seek out
new customers. Further, social mediais a popular platform from which to sell products and
services amongst growing small businesses.

The data shows that age of the respondent plays a big factor in whether abusiness uses
social media, with respondent 50 or over being significantly less likely to use social media for
business purposes. With a high percentage of respondents from Australiaand New Zealand
being 50 or over relative to Asia, this helps to explain the difference in social media uptake in
those markets.

We note that the gap between older respondents using social media for business purposes
and younger respondents has reduced somewhat over the past six years, however the gap
remains large.



25 | THE CPA AUSTRALIA ASIA-PACIFIC SMALL BUSINESS SURVEY 2019-20

Other findings

e Businesses with less than five staff are much more likely NOT to be using social media
for business purposes.

e Using social media to recruit staff is popular with businesses with 10 to 19 staff.

o Businesses that have been established forover 20 years are significantly more likely
NOT to use social media than younger businesses.

Suggestions:

e Businesses not using social media for business purposes should invest in developing
their capability to do so.
Those businesses using social media only to promote their business should look to
expand how they use social media, especially in the areas of learning more about

customer behaviour, selling via social media and to receive feedback. This may require
seeking expert advice.

Governments, with the support of professional advisers, should educate small
businesses about the value of using social media for business purposes and the various
ways social media can be used.

Selling online

Percentage of businesses earning more than 10 per cent of revenue online — by
whether they grew or notand over time
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Percentage of business earning more than 10 per cent of revenue online — by market
in 2019
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Key findings

The survey data again shows that having online sales as a key part of abusiness (earning
10 per cent or more of revenue from online sales) is important to most businesses that are
growing. Further, it is an essential element of businesses from Mainland China, whereas in
Australia and New Zealand online sales remains significantly less likely to be undertaken by
a small business.

As with social media usage, the age of the respondent appears to be an important factor
influencing whether online sales is important to a business, with respondents aged 50 or over
remaining significantly less likely to be generating more than 10 per cent of their revenue
through online sales than younger respondents. With a high percentage of respondents from
Australia and New Zealand being 50 or over relative to Asia, this helps to explain the
difference in the uptake of online sales.

With the survey results showing a strong link between growth and online sales, more
Australian and New Zealand businesses should be investing time in determining whether this
approach is right for their business. Selling online should also be considered one way to
enter new markets without having to commit significant resourcesto having a physical
presence. It can also help reduce costs by lessening the need for business to be in high rent
locations.

Other findings

e The more staff asmall business has, the more likely they are to be generating more than
10 per cent of sales online.

e Businesses generating more than 10 per cent of their revenue from online sales are
much more likely to have increased employee numbers in 2019 than cut numbers.

e Businesses generating more than 10 per cent of the revenue from online sales are more
likely to have reviewed their cybersecurity in the past six months

Suggestions:
Businesses not selling online should invest in developing their capability so that they can
begin to do so, if appropriate.
Businesses looking to expand into Mainland China must consider developing an online

sales platform as part of their strategy to enter that market.
Governments, with the support of professional advisers, should educate small
businesses about the value of selling online and how best to do it.
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New payment technologies

Percentage of businesses receiving more than 10 per cent oftheir sales through new
payment technologies such as Alipay, Apple Pay, WeChat Pay etc — by whether they
grew or not, and over time
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38.6%
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m Grew strongly Grew a little Unchanged/shrank

Percentage of businesses receiving more than 10 per cent of their sales through
digital payment options, such as Alipay, Apple Pay, WeChat Pay etc - by market
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Percentage of businesses receiving more than 10 per cent oftheir sales through
digital payment options, such as Alipay, Apple Pay, WeChat Pay etc - by age
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Key findings

The popularity of new digital payment options such as Alipay and Apple Pay remains very

high in Mainland China, with Vietnam fast catching up — in fact it would be difficult to find a
small business in Mainland China or Vietnam that does not offer digital payment options to
their clients.

Businesses that are making more than 10 per cent of their sales through new digital payment
technologies remain much more likely to be growing. This may help explain why the
popularity of new digital payment technologies increased slightly in 2019 from 2018.

As with social media and selling online, the age of the respondent is important to whether a
business generates more than 10 per cent of its sales through new payment technologies.
Respondents aged 50 or over remain significantly less likely to be generating more than 10
per cent of their revenue through these technologies than younger respondents. With a high
percentage of respondents from Australia and New Zealand being 50 or over relative to Asia,
this helps to explain the difference in uptake of such technologies in those markets.

Australian and New Zealand small business are the least likely to rely on cash sales (51.0
per cent of New Zealand businesses small businesses received no cash payments and 39.5
per cent of Australian small businesses). Businesses in Australia and New Zealand would
appear to have a stronger reliance on credit cards, debit cards and electronic funds transfers.

While small businesses in developing markets in Asia are big users of technology, cash sales

remain fundamental to their business (exceptfor Mainland China and Vietnam). For example:

¢ Philippines — 80.3 per cent of businesses received 50 per centor more of theirsales in
cash (down from 80.9 per centin 2018).
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Malaysia — 62.0 per cent received 50 per cent or more of their sales in cash (down from
68.1 per centin 2018).

Indonesia—69.0 per cent received 50 per cent or more of their sales in cash (up from
63.1 per centin 2018).

Taiwan — 62.5 per cent received 50 per cent or more of their sales in cash (up from61.3
per centin 2018).

Other findings

Businesses with ten or more staff were more likely to be generating more than 10 per
cent of their sales through new payment technologies.

Where the respondent was the business owner, they were the least likely of the roles
surveyed to be generating more than 10 per cent of their sales through new payment
technologies

Over two-thirds of retail businesses (68.4 per cent) generated more than 10 per cent of
their sales through new payment technologies, while 47.1 per cent of businesses in that
sector received 50 per cent or more of their sales in cash.

Suggestions:
Businesses should consider new payment technologies, particularly online/ digital/

payment methods.
Governments have arole to play in explaining new payment technologies and their

advantages.
Governments should be encouraging the development and deployment of new fintech
products that make payments as seamless as possible.

Cybersecurity

Comparison of those who believe a cyberattack is likely in 2020 against those that
have reviewed their cybersecurity in past six months (by market)
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Key findings

The perceived threat of a cyberattack on the small businesses of the Asia-Pacific declined
slightly in this survey from the previous survey, with 37.5 per cent of businesses saying that a
cyberattack on their business is very likely or somewhat likely in 2020, compared with 39.4
per centin 2019 and 45.6 per centin 2018. A possible reason for this is that there has not
been a major global cybersecurity scare in recent times.

Small businesses in Australia and New Zealand remain the least likely to expect a
cyberattack, while small businesses from Vietham and Indonesia are again the most likely to
expect a cyberattack. The higher uptake of technology by small business in those markets
compared to Australia and New Zealand helps to explain that difference.

Itis pleasing that in nearly all markets, more businesses reviewed their cybersecurity in the
past six months than believe their business is likely to be cyberattacked in 2020. Despite
nearly six in ten Indonesian small businesses expecting that they will be cyberattacked in
2020, only 47.0 per cent have checked their cybersecurity in the past six months. This result
is similar to the last survey and suggests that Indonesia’s small business sector is probably
more vulnerable to a cyberattack than other markets of the region.

Other findings:

e Businesses with 10 to 19 staff are significantly more likely to have reviewed their
cybersecurity in the past six months (60.9 per cent) than those with less than five staff
(83.4 per cent).

o Businesses where the respondent is aged under 40 are more likely to have reviewed
their cybersecurity in the past six months (50.8 per cent) than those where the
respondent is aged 50 or over (34.6 per cent).

o Businesses that state they will innovate in 2020 are significantly more likely to believe
that they are likely to be cyberattacked in 2020 (58.2 per cent) than those that state they
will not innovate (14.5 per cent).

e Businesses fromthe banking, finance or insurance industry are the most likely to expe ct
they will be cyberattacked in 2020 (54.3 per cent), while retail trade businesses are the
least likely to expect to be cyberattacked (26.4 per cent).

Suggestions:

e Businesses of all sizes — and using varying levels of technology — are potentially
vulnerable to cyberattack. They should take appropriate action to reduce risk.
Businesses should consider seeking professional advice on what action they should take
to reduce their cyber risk.

Businesses should consider the tips on improving cybersecurity provided by government
agencies, such as the Australian Cyber Security Centre at cyber.gov.au.

Governments seeking to encourage innovation should provide targeted cybersecurity
resources to businesses to help them better manage their (perceived) increased risk of
cyberattack.
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Businesses that reported growing

Businesses thatgrew in 2019 — by market
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Businessesthatgrew in 2019 - by age of respondent
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Key findings

The survey results show that small business conditions across the region were largely
unchanged in 2019 from 2018, with 65.8 per cent of small businesses reported growing in
2019, compared with 66.3 per centin 2018. In fact, the percentage of businesses that
reported growing in 2019 is largely unchanged from 2017 (68.5 per cent) and 2016 (66.7 per
cent). Given the economic environment in 2019 was characterised by uncertainties created
by the trade war between US and other countries, including China, and slowing economic
growth in many major economies, including the US, the 2019 result should be viewed
positively.
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Most markets experienced a decline in the number of businesses that reported growing, with
Hong Kong experiencing the largest decline. However, Mainland China experienced the
largest increase and Mainland China was one of only two markets where the percentage of
businesses that reported growing in 2019 was higher than the percentage that expectedto
grow in 2019. With Mainland China’s growth rate slowing and with the impacts of the trade
war, this result reflects positively on the resilience and agility of China’s small businesses. It
also shows that the impact of the trade war was not as acute on small businesses from
Mainland China as they may have expected in late 2018.

As in previous years, respondents aged under 40 were significantly more likely to report that
their business grew, especially in comparison to respondents aged 50 and over. A similar
result can be found for businessesthat have been established for 10 years or less, especially
in comparison to businesses that have been established for over 20 years. For governments,
this data shows the value to the economy of encouraging and making it as easy as possible
for young people to establish and run a business.

Other findings:

e Small businesses with 10 to 19 staff (78.8 per cent) and 5 to 9 staff (70.5 percent) were
significantly more likely to state that they grew than businesses with no staff (44.0 per
cent).

¢ Respondents who stated they were the CEO of the business were more likely to state
their business grew in 2019 (80.2 per cent) than CFOs (67 .4 per cent) and the business
owner (62.6 per cent).

¢ Of the industries with enough responses, businesses in the ‘banking, finance or
insurance’ sector were the most likely to state that they grew in 2019 (81.5 per cent),
while businesses from the ‘professional, scientific and technical’ sector were the least
likely to report growing (58.8 percent).

e Businesses that reported NOT earning any income from online sales were much less
likely to report that their business grew in 2019 (43.6 per cent) than businesses earning
more than 10 per cent of their revenue online (77.7 per cent).
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Small business as a creator of jobs in 2019

Actual increase in employee numbers in 2019 compared with expected increase — by
market/
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Key findings

There is a slight increase in the percentage of businesses that added staff in 2019, with 32.5
per cent of small businesses across the region adding to their number of employees, up from
30.3 per centin 2018, but down from 34.3 percentin 2017.

Small businesses from Mainland China were the most likely to have added to their staff
numbers in 2019, followed by Indonesia and Vietnam. With Mainland China being the only
market where the number of businesses that added staff in 2019 was more than expected,
this possibly reflects that small businesses in Mainland China had a better than expected
year.

For several markets, the percentage of businesses that added staff in 201 9 was well below
expectations, especially Vietnam, Philippines and Indonesia.

Other findings:

e ltis no surprise that businesses that reported growing strongly in 201 9 were significantly
more likely than other businesses to add staff (69.8 per cent of those that grew strongly,
compared with 7.7 per cent of businesses that were unchanged or shrank).

e As was the case in previous years, businesses with respondents aged under 40 were
significantly more likely to have increased staff numbers in 2019 (41.8 per cent) than
respondents aged 50 or over (13.1 per cent).

¢ Of businesses that have been established 10 years or less, 36.8 per cent added to their
staff numbers, compared with 15.4 per cent of businesses established 21 years or more.
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e Of the industries with enough responses, manufacturing businesses (39.9 per cent) and
property and construction businesses (38.8 per cent) were the most likely to report
adding staff in 2019, however the result was not significantly higher than other industries.

e Businesses that did NOT use social media in their business were less likely to have
added staff in 2019 (15.9 per cent than the survey average 32.5 per cent).

e Businesses that nominated customer loyalty and cost control as having a major positive
influence on their business were much less likely to have added staff in 2019 (28.6 per
centand 30.7 per cent respectively) than businesses that nominated ‘good quality capital
equipment’ (51.7 per cent), ‘easy access to finance’ (50.9 per cent) and ‘improved
business management’ (45.3 per cent).

e Those who said that easy access to finance had a major positive impact on their
business were the most likely to have added staff in 2019 (50.8 per cent).

e Businesses that reported paying their debts was ‘very easy’ or ‘easy’ in 2019 were more
likely to have added staff in 2019 than businesses that reported difficulty paying debts
(40.2 per cent of businesses that reported it was easy or very easy for themto pay their
debts added staff in 2019, compared with 28.0 per cent of businesses that reported it was
difficult or very difficult for them to pay their debts).

Ease or difficulty of paying debts and access to finance in 2019

Business experience in paying debts in 2019 — by market
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Business experience in accessing finance in 2019 — by market
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Key findings

Strong business growth did not necessarily lead to businesses reporting that repaying their
debts in 2019 was easy, nor was access to finance easy. In fact, Vietnam which ranks first in
the percentage of businesses that reported growing in 2019, was the most likely to state that
both repaying their debts and access to finance was difficult, or very difficult. It may be that
strong growth in Vietnam s leading to a shortage of finance, thus forcing creditors to demand
payment terms and periods that businesses find difficult to meet, regardless of how fast they
are growing.

On the other hand, small businesses in Australia were the least likely to grow in 2019, and
yet they were the second most likely to state that their ability to repay debts in 2019, and their
access finance, was easy or very easy. This may indicate that due to lower levels of growth,
and therefore lower demand for external finance, small businesses have lower debt levels.

The large percentage of businesses from Mainland China reporting easy to very easy access
to finance and debt repayment most likely reflects government policy to increase the supply
of finance to that sector. This may, therefore, be translating through to easier payment terms
and periods.

Other findings:

e The percentage of respondents that found access to finance easy or very easy in 2019
was up very slightly from2018.

o Difficulties with access to finance or repaying debts appears to have little impact on
business growth, with only a slight difference between the percentage of businesses that
reported growing and those that reported not growing, and the ease or difficulty in
accessing finance and repaying debt.
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Suggestions:

Small businesses seeking to grow should have a strong focus on technology, innovation
and exporting. This may require building their capabilities in those areas through training,
professional advice and/ or recruitment.

Governments seeking to create an environment that supports a strong and growing small
business sector should have a strong focus on policies supporting technology, innovation
and exporting.

Governments should work with professional advisers to help build the capability of small
businesses so that they are better placed to focus on technology, innovation and
exporting.

Governments should be considering what are the drivers and barriers to younger people
establishing a business and implement policies that encourage younger people to enter
the sector.
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Innovation is a key driver of business growth and job creation, and small
businesses from Asia are much more likely to undertake it

Small businesses that state they will innovate through the introduction of a new
product, service or process thatis unique to their market or the world in the next 12
months - by market” and year
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Key findings

The percentage of businesses that state they will innovate through the introduction of anew
product, process or service to their market or the world increased to 25.8 percent in 2020
from 20.8 per centin 2019, the best result overthe past five years.

The large jump in the percentage of businesses from Mainland Chinathat stated they will
innovate in 2020 is the major reason for the increase in the overall 2020 result. This reflects
well on China’s small business sector and government policies to encourage innovation.
Such a focus on innovation should assist them manage through the downturn caused by
COVID-19.

Small businesses from developing economies remain much more likely to state they will
innovate in 2020 than small businesses in developed economies. This may be the result of
stronger business growth in those economies. This focus on innovation should also be
creating demand for new ideas and an increasingly skilled workforce.
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Other findings:

Of the five cities from Mainland China surveyed, businesses in Beijing are by far the most
likely to state they will innovate in 2020 (67.1 per cent compared with 46.7 per cent for
Shanghai). Of the five cities from India surveyed, business in Delhi were the most likely to
state they will innovate in 2020 (41.7 per cent).

Businesses with 10 to 19 employees (37.3 per cent) remain more likely to state they will
innovate in 2020 than those that have less than five employees (17.6 per cent).
Businesses in the ‘banking, finance or insurance’ sector (40.1 per cent) are the most
likely to state that they will innovate in 2020, while the transport and warehousing industry
are, again, the least likely to state they will innovate (17.1 per cent).

Younger businesses are again more likely to state they will innovate. Of the businesses
that have been established for ten years or less, 28.6 per cent said they will innovate in
2020, while only 12.0 per cent of businesses established more than 20 years stated they
will innovate

Respondents aged under 40 were again significantly more likely to state they will
innovate in 2020 (32.8 per cent) compared with respondents aged 50 or over (7.8 per
cent).

Businesses that expect their overseas sales revenue to grow strongly are significantly
more likely to state they will innovate in 2020 (61.0 per cent) than businesses that do not
expect to sell into overseas markets in 2020 (19.8 per cent).

Businesses that believe it is very likely that their business will be cyberattacked in 2020
are significantly more likely to state they will innovate in 2020 (67.3 per cent) than those
that believe a cyberattack is unlikely in 2020 (19.3 per cent).

Suggestions:

Policy makers wanting to encourage innovation should consider how bestto encourage
young people to start or buy their own small business.
Innovative businesses need to invest more in cybersecurity and governments should be

offering information to assist them.

Businesses seeking to innovate should spend time investigating what other businesses in
their industry and other industries are doing, as well as other markets.

Businesses not innovating may wish to partner with innovative businesses.
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Small businesses that expect to grow their revenue from exports are more
likely to be growing, creating jobs and be from Asia

Small businesses expecting revenue from overseas sales will grow in 2020 - by market

Vietnam 22.0%
Mainland China 23.7%
India 27.5%
Indonesia 25.7%
Philippines 27.5%
Malaysia 16.3%
Singapore 12.8%
Taiwan 6.0%
Hong Kong 5.3%
New Zealand 7.7%
INSICUEN 148%  PAOA
SURVEY AVERAGE 17.1%

m Grow a little Grow strongly

Key findings

Small businesses from Australiaand New Zealand remain the least likely to sell into
overseas markets in 2020 (52.1 per cent of Australia’s small businesses expect NOT to sell
into overseas markets and 47.7 per cent of New Zealand’s small businesses).

Businesses that do not expect to innovate in 2020 remain significantly less likely to expect to
sell to overseas markets in 2020 (51.8 per cent do not expect to sell overseas), compared
with businesses that have said they will innovate (22.8 per cent of such businessesdo not
anticipate selling overseas).

Businesses with no staff are significantly less likely to expect to sell overseas in 2020 (44.0
per cent do not expect to sell overseas) than businesses with 5 to 19 staff (23.3 per cent do
not anticipate selling overseas).

Older respondents are much more likely to NOT expect to sell into overseas markets in 2020.
That is, 44.9 per cent of respondents aged 50 and over do NOT expect to sell overseas in
2020 compared with 25.2 per cent of respondents aged under 40.

Suggestions:
Businesses seeking to grow should spend time investigating new markets, including
accessing government support for exporting.
Governments should continue to create new free trade agreements with other

governments.
If governments want to increase the number of exporting businesses, they should
consider policies that attract younger people into starting or buying a small business.
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ACCESS TO FINANCE

The ease with which businesses access finance continues to vary significantly
between markets

The percentage of businesses that required external finance in the past 12 months - by
market and year”
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Of those businesses that required external finance, the percentage that experienced
easy to very easy financing conditions in the past 12 months - by market” and year
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Key findings

The overall percentage of businesses that required external finance in 2019 was largely
unchanged from 2018 (52.2 per centin 2019 compared with 53.1 per centin 2018). 2019,
however, saw the lowest percentage of businesses that required external finance since 2014.

The connection between demand for finance and the ease or difficulty of accessing that
finance continues to be tenuous. For example, relatively low numbers of businesses in
Australia and New Zealand required external finance in 2019, yet of those that required
external finance many found accessing finance was easy or neutral. In contrast, small
businesses from Vietham were the most likely to have required external finance in 2019, yet
they were by far the most likely to report difficulty accessing finance. In other words, the need
to finance growth or the acquisition of new capital assets are significantly more likely to
influence demand for finance.

This does not mean that tougher financing conditions are not an issue of concern — it impacts
where external finance is sourced from, the amount sourced, the cost of that finance and the
tenor. All of these can put additional pressure on business, requiring some to alter their
strategy.

Small businesses across the region were again more likely to state that accessing finance in
2019 was difficultthan easy: 38.0 per cent of businesses stating their experience in
accessing finance in 2019 was difficult or very difficult, compared with 31.6 per cent of
businesses that found the experience easy or very easy.

The percentage of businesses that found accessing finance easy or very easy in 2019 was
largely unchanged from 2018, where 30.2 per cent found accessing finance easy or very
easy, which was the lowest result since 2011.

Reflecting a difficult environment, the number of small businesses from Mainland Chinathat
required external finance was down in 2019 from 2018, however, the ease of accessing that
finance in that market jumped in 2019 from 2018. Meanwhile in Hong Kong, there was an
increase in the number of small businesses requiring external finance despite tough
economic and business conditions. It may be that cash flow problems caused by the tough
operating environment led to more businesses needing to access external finance.

Australian and New Zealand small businesses were again the least likely to access external
finance in 2019.This can be attributed to several unique characteristics of Australian and
New Zealand small businesses, chief among them are:

¢ the high percentage of respondents from those markets aged over 50 (respondents over
50 were much less likely to have required external finance in 2019).

¢ the high percentage of businesses from those markets that have been established for
over 20 years (businesses established over 20 years were less likely to have required
external finance).

e the high percentage of businesses fromthose markets that have less than five
employees (businesses with less than five employees were significantly less likely to
have required external finance).
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Other findings

Growing businesses are, not surprisingly, significantly more likely to have required
external finance in 2019, compared with businesses that are not growing. 61.4 per cent of
businesses that reported growing in 2019 required external finance compared with 34.6
per cent of businesses that did not grow in 2019.

Businesses with a higher number of employees are significantly more likely to have
required external finance in 2019. For example, 65.7 per cent of respondents with 10 to
19 employees required external finance, compared with 36.4 per cent of respondents
with less than five employees.

Businesses that have been established five to 10 years were the most likely to have
required external finance in 2019 (60.3 per cent) while businesses established for more
than 20 years were the least likely (32.1 per cent). This may reflect the life cycle of
business, with businesses in the five to 10-year bracket possibly experiencing a growth
stage, while businesses that have been established over 20 years could be in decline. It
may also reflect that longer established businesses could have more internal cash
available, reducing their need for external finance.

Older respondents were significantly less likely to have required external financein 2019.
While 62.6 per cent of respondents aged 30 to 39 stated they required external financein
2019, only 17.8 per cent of respondents aged 60 and over needed external finance. This
may reflect the changing needs and motivations of respondents as they age. For
example, many of those aged 60 and over may not want to carry extradebt into
retirement.

CEO or CFO respondents were much more likely to indicate their businesses required
external finance in 2019 compared to respondents who were the business owner (67.5
per cent for CEOs/CFOs compared with 44.3 per cent for business owners).
Respondents who required external finance in 2019 where most likely to identify ‘easy
access to finance’ as a factor having a positive influence on their business in that year.
Problems with accessing finance was not seen as having a detrimental impact on many
businesses, with only 9.2 per cent of respondents nominating it as a major negative
factor for their business in 2019.

There was a jump in the percentage of businesses whose main source of finance was
banks who reported difficulty in accessing finance (28.7 per cent in 2018 compared with
40.5 per centin 2019). However, banks were not the most difficult source of finance ; 44.4
per cent of businesses that accessed finance through an investor in 2019 reported that it
was difficult and 41.6 per cent reported difficulty in accessing government grants.
Businesses who stated that their main sources of finance were a non-bank financial
institution were the most likely to report easy financing conditions in 2019 (50.3 per cent),
followed by venture capital funding (48.0 per cent reported easy financing conditions) and
peer to peer lending (46.8 per cent).

Businesses established for less than five years were less likely to experience easy
financing conditions than older businesses (21.8 per cent, compared with the survey
average of 30.2 per cent). Given their fewer years of experience, it is not surprising that
lenders and investors may subject younger businesses to more scrutiny before providing
them access to finance.

Likewise, respondents aged under 30 were somewhat less likely to find access to finance
easy or very easy than older respondents. Given theirlack of business experience, it is
not surprising that a potential lender or investor to make it more difficult for younger
business owners to access finance.
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Reasons for seeking external finance

Reasons for seeking external finance in the past 12 months - by year”

Business growth

To purchase capital assets

For business survival

To cover increasing expenses

To cover increasing rental expenses

To fund stock purchases

To cover late payment from debtors

To service increasing cost on bank loans

To cover tax payments
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A This was a multi-response question.

Key findings

Business growth remains the most popular reason for requiring external finance in 2019, with
54.0 per cent of respondents stating that it was one of their main reasons, down slightly from
58.6 per centin 2018. Other reasons include to purchase capital assets (28.0 per cent, down
from 33.2 per cent in 2018) and business survival (27.5 per cent, down from 30.4 per cent in

2018).

Small businesses from Vietnam (67.3 per cent) and Indonesia (64.9 per cent) were the most
likely to have required external finance to fund business growth. On the other hand, small
businesses from Australia (30.1 per cent) and New Zealand (31.4 per cent) were the least
likely to have required external finance for growth.

Reflecting the economic and business conditions in Hong Kong and Vietnam, small
businesses from Hong Kong were the most likely to require external finance for business
survival (44.0 per cent), and Vietnam was the least likely (9.4 per cent).

Small businesses from Vietnam were also the most likely to state that they required external
finance in 2019 to purchase capital assets (42.9 per cent), while small businesses from the
Philippines were the least likely to cite this as a major reason for them (15.8 per cent).

Increasing costs remain a large headache for many small businesses, particularly in
Vietnam, with businesses from Vietnam (43.2 per cent) and Hong Kong (36.4 per cent) the
most likely to state that they borrowed to cover increasing expenses. T he resultfor Vietham
in 2019 was up 15.8 percentage points from 2018, indicating the speed of growth in that

10% 20% 30% 40% 50% 60% 70%
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market is pushing up business costs.

Other findings

The number of businesses that stated they required external finance to purchase capital
assets only increased in Vietnam (32.4 per centin 2018 to 42.9 per cent in 2019) and
Malaysia (28.3 per centin 2018 to 31.6 per centin 2019), while it declined the most in
Indonesia (35.5 per centin 2018 to 20.9 per centin 2019).

Businesses established less than five years were the most likely to state that they
required external finance for business growthin 2019 (60.5 per cent) and purchase
capital assets (30.2 per cent), while businesses established 11 to 20 years were the most
likely to have required external finance to coverincreasing expenses (34.9 per cent).
Businesses with 10 to 19 staff were more likely to have stated that business growth was
one of their major reasons for needing external finance (59.7 per cent).

Respondents aged 30 to 39 were the most likely to state that they required external
finance for business growth (58.9 per cent), while only 25.0 per cent of respondents aged
60 and over required external finance for business growth, instead being more likely to
require such finance for survival (32.8 per cent).

Businesses from the utilities sector were the most likely to state that they required
external finance to fund business growth (76.9 per cent), while businesses from the
‘professional, scientific and technical services’ sector were the most likely to have
required external finance for business survival (33.3 per cent).

Main sources of external finance

The major source of external finance in the past 12 months - by yearA

Venture capital fund/angel financing
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Aninvestor
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Government grant
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Key findings

Banks remain the most common source of external finance, with 36.2 per cent of
respondents that required external finance in 2019 stating that abank was their main source
of those funds. However, the popularity of banks as the main source of finance has fallen
over the past five years, with the decline filled mainly by ‘family and friends’ and the ‘persona
resources’ of the business owner. This most likely reflects the more difficult conditions for
accessing external financing.

For small businesses that required external finance in 2019, banks were their main source of
finance in all markets surveyed, with the notable exception of Mainland China, where small
businesses stated that equity funding from a venture capital fund or investor was more likely
to be their main source of external finance. The popularity of banks as being the main source
of external finance in Mainland China dropped from 29.6 per cent in 2018 to 18.8 percentin
2019.

At the other extreme, banks dominated small business financing in Viethamin 2019 like no
other market with 84.6 per cent of businessesthat required external finance in 2019 stating
that a bank was their main source of finance. The next highest market was New Zealand with
47.7 per cent.

Small businesses from Mainland China that required external finance in 2019 were the most
likely to nominate venture capital fund or angel finance (22.2 per cent), and peer to peer
lending (12.7 per cent) as their main source of finance in 2019. Crowd-sourced funding has
never been avery popular source of finance for small business, with its popularity dropping in
2019, especially in Mainland China.

Small businesses from the Philippines were the most likely to nominate ‘family and friends’
as their main source of finance in 2019 (20.3 per cent), with small businesses from Mainland
China (4.4 per cent) being the least likely to nominate this as their main source of finance.
New Zealand small businesses were the most likely to nominate their own ‘personal
resources’ as their businesses main source of finance.

Businesses that grew in 2019 and required external finance were more likely to nominate a
bank, an investor or venture capital fund as their main source of finance than businesses that
did not grow. Meanwhile, businesses that did not grow and required external finance were
more likely to nominate ‘family or friends’ or their ‘personal resources’ as their main source of
finance.

Other findings

¢ Small businesses with no staff were more likely to nominate ‘family and friends’ (24.0 per
cent) and their ‘personal resources’ (22.8 per cent) than abank (17.4 per cent) as their
main source of finance. Meanwhile, businesses with 10 to 19 staff were very unlikely to
nominate ‘family or friends’ (4.8 per cent) or their ‘personal resources’ (5.1 per cent) as
their main source of finance, preferring banks (41.8 per cent).

e Businesses in the ‘information, media and telecommunications’ sector were the least
likely to nominate banks as their main source of finance in 2019 (27.1 per cent), and the
most likely to nominate an investor (25.4 per cent).

e Businesses that have been established less than 11 years are less likely to nominate a
bank as their main source of finance (33.4 per cent) compared with busines ses that have
been established 11 years or more (42.9 per cent).
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e Respondents under 30 are the least likely to nominate that a bank was their main source
of finance in 2019 (29.7 per cent compared with the survey average of 36.2 per cent).
This is not surprising given that younger respondents may have less asset backing and
experience.

¢ Within the five cities surveyed in Mainland China, Guangzhou was the city where small
businesses were most likely to nominate an investor as their main source of finance in
2019 (33.7 per cent compared with the survey average of 13.9 per cent). Beijing was the
city most likely to nominate venture capital or angel financing as their main source of
finance in 2019 (41.8 per cent compared with the survey average of 8.8 per cent).

Expected access to finance in 2020 and the ease or difficulty of accessing
finance

It should be noted that the survey was conducted before the COVID-19 pandemic outbreak.
The following has therefore been included for information purposes only. We provide no
commentary on the below results.

The percentage of businesses that expect to require external finance in 2020 - by
market

Vietnam 28.7% 68.0%

Indonesia 54.7% 32.0%

Philippines 60.7% 18.7%

India 46.4% 29.6%

Mainland China 41.1% 33.8%

Hong Kong 57.8% 14.9%

Malaysia 55.0% 17.0%

Singapore 48.2% 9.

¥
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Taiwan 47.2% 8.3%

New Zealand 29.7% 9.7%

Australia 25.9% 6.0%

SURVEY AVERAGE 43.8% 23.3%
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Of those that expect to access external finance in 2020, the percentage that expect
easy or very easy financing conditions— by market

Mainland China 16.1%
Australia 14.4%
New Zealand 11.9%
India 7.3%
Indonesia 4.2%
Singapore | -7 © 57
Taiwan [ R & 67
Vietnam 1.0%
Philippines | NGKGEGEANEE%
Hong Kong RG24
Malaysia | ANEE%
SURVEY AVERAGE 7.3%
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Suggestions:

e Where a business identifies a need for external finance, they should approach their
preferred sources of that finance early to improve the chances of securing the finance
they seek at the best possible terms and price.

Businesses should consider engaging a professional, such as an accountant or
commercial finance broker, to assist the business meet the requirements of lenders and
investors. An accountant can also provide guidance on the business case for external
finance and may suggest other options.
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Positive and negative influences on business in 2019

Positive influences on small business

The top four factors identified as having the most positive impact on business in 2019 were
the same as 2018:

Customer loyalty - 34.3 per cent, compared with 39.8 per centin 2018

Improved customer satisfaction - 29.5 per cent, compared with 33.4 per centin 2018
Good staff - 28.5 per cent, compared with 30.0 percentin 2018

Cost control - 24.3 per cent, compared with 26.6 per cent in 2018.

These were also the top four factors in 2016 and 2017 (although ‘Good staff’ was the second
most popular choice in those years).

Businesses that grew strongly in 2019 identified the following factors as having the most

positive impact on their business:

e Improved customer satisfaction — 37.7 per cent compared with the survey average of
29.5 per cent

e Customer loyalty — 33.8 per cent compared with the survey average of 34.3 per cent

e Good staff — 33.5 per cent compared with the survey average of 28.5 per cent

e Improved business strategy — 29.4 per cent compared with the survey average of 21.7
per cent.

When comparing the results between businesses that grew strongly and businesses that did
not grow or shrank, we found that businesses that grew strongly in 2019 were more likely to
have found the following as positive factors for their business:

Improved customer satisfaction
Improved business strategy
Improved business management
Introduced a new product or service
Good staff

Good quality capital equipment
Easy access to finance

Technology

Entered new markets.

Negative influences on small businesses

The top four factors identified as being the most likely to have a detrimental impact on
business in 2019 were:

e Increasing costs - 33.8 per cent, compared with 39.9 per centin 2018

¢ Increasing competition - 32.0 per cent, compared with 34.2 percentin 2018

e Poor overall economic environment - 25.3 per cent, compared with 23.5 percentin 2018
e Tax-17.9 per cent, compared with 16.8 per cent in 2018.

Increasing costs and increasing competition have remained the key concerns of respondents
throughout the life of this survey.
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Businesses that did not grow or shrank were somewhat more likely to state that poor overall
economic environment had a negative impact on their business in 2019 than businesses that
grew strongly.

Costs identified as having the most detrimental impact on business in 2019 were:
e Staff costs - 32.5 per cent, compared with 34.9 per centin 2018

o Materials - 28.2 per cent compared with 32.4 per centin 2018

e Utility costs - 27.6 per cent, compared with 29.3 per centin 2018

e Rent-26.5 per cent, compared with 30.8 per centin 2018.

These were also the top four costs in 2015, 2016, 2017 and 2018.

The percentage of Hong Kong businesses that identified rent as the cost most detrimental to
their business was 41.9 per centin 2019, down from 52.7 per cent in 2018. Further, Hong
Kong businesses were no longer the most likely to nominate rent as a major detrimental cost
to their business, with 47.7 per cent of businesses in Vietnam selecting that option. Having
said that, the percentage of Hong Kong businesses selecting rent as detrimental to their
business was still well above the survey average of 26.5 per cent.

Not surprisingly, businesses generating more than 30 per cent of their sales through new
payment technologies are more likely to have found technology was one of their most
positive influences on their business in 2019. Similar results were found for businesses using
social media and for businesses generating at least some online sales.

Cash as a method of payment

The reliance on cash as a means of payments varies widely, with a survey average of 22.4
per cent stating that cash makes up 75 per cent or more of their sales (down from 23.8 per
centin 2018). Businesses are most likely to state that cash makes up 75 per cent or more of
their sales in the Philippines (56.7 per cent), Taiwan (41.5 per cent) and Malaysia (38.0 per
cent).

Businesses are least likely to rely on cash for payment in New Zealand, where 51.0 per cent
of respondents stated that none of their sales were in cash, followed by Australia (39.5 per
cent).

Other findings

¢ Small businesses with no employees are both the most likely to receive all their
payments in cash and the most likely to receive none of their payments in cash.

o Businesses with more than 10 to 19 staff are the least likely to receive 75 per cent or
more of their sales in cash (12.8 per cent compared with the survey average of 22.4 per
cent)

e Businesses in the ‘accommodation and food services’ sector were the most likely to state
that cash made up 75 per cent or more of their sales (33.7 per cent). Businesses from the
‘rental, hiring and real estate services’ were the most likely to state that they received
none of their payments in cash (30.1 per cent).

e Small businesses established less than five years were the most likely to state that 75
per cent or more of their sales are in cash (26.8 per cent), while businesses established
for more than 20 years are the most likely to state than none of their sales are in cash
(27.6 per cent).
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o Respondents aged 50 and over are significantly more likely to receive none of their
payments in cash (35.2 per cent), compared with respondents aged under 40 (only 6.3
per cent received none of their payments in cash).

¢ Receiving payments in cash seems to have little impact on the percentage of businesses
that reported growing strongly in 2019.

Suggestions:
e Small business should explore offering a variety of payment options to reduce risk and
make it as easy as possible for customers to purchase their products or services.

e Toreduce tax collection risks attached to the cash economy, governments could promote
the benefits of non-cash payment methods.

Small business views on how the trade war will impact them in 2020
The survey was conducted before China and the US signed a ‘phase one’ trade deal.

Key findings

Most businesses expect the trade war to have some impact on their business in 2020, with
only 23.3 per cent of businesses not expecting any impact on their business. Small
businesses from Australia (43.7 per cent) and New Zealand (43.3 per cent) were the most
likely to state that the trade war will have no impact on their business in 2020.

Businesses from Vietnam (56.0 per cent) and Hong Kong (54.4 per cent) were the most likely
to believe that the trade war will have a negative impact on their business in 2020 (28.9 per
cent of businesses from Mainland China expect it to have a negative impact in 2020, down
from 39.7 per centin 2019).

There was a relatively large increase in the percentage of businesses from Mainland China
that state it is too early to tell what impact the trade war will have on their business. In 2019,
10.1 per cent said it was too early to tell, while in 2020, 24.4 per cent said it was too early to
tell. This indicates that at the time of the survey, there was uncertainty as to how trade
negotiations between China and the US would pan out.

Other findings:

e Businesses fromthe ‘health care and social assistance’ sector were the least likely to
expect a trade war will have an impact on their business in 2020 (38.7 per cent).

e Businesses fromthe mining (53.6 per cent) and manufacturing sector (42.9 per cent)
were the most likely to state that the trade war will have a negative impact on their
business in 2020.

e Businesses that expect to shrink in 2020 are more likely to state that they believe a trade
war will have a negative influence on their business (52.9 per cent) than those that
expect to grow (31.7 per cent).

o Businesses that expect their overseas sales revenue to decline in 2020 are significantly
more likely to expect the trade war will have a negative impact on their business (68.8 per
cent), compared with those that expect their overseas sales revenue to grow (35.4 per
cent).

e Businesses that expect the trade war will have no impact on their business are the most
likely to NOT expect to undertake any innovation in 2020 (39.5 per cent, compared with
the survey average of 23.3 per cent).
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Small business expectations for 2020

It should be noted that the survey was conducted before the COVID-19 pandemic outbreak.
The following has therefore been included for information purposes only. We provide no
commentary on the below results.

Small businesses that expect to growin 2020 - by market

Vietnam
Philippines
Indonesia
India
Mainland China
Malaysia
New Zealand
Taiwan
Singapore
Australia
Hong Kong

SURVEY AVERAGE

77.7%

39.0%

36.3%

37.5%

56.6%

44.3%

43.0%

45.2%

37.7%

32.1%

23.8% 2.6%

43.7%
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Small businesses that expect to increase employee numbers in 2020 - by market and
year
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Business expectations for easy or very easy access to external finance in 2020 - by

market

Mainland China
Australia
New Zealand
India
Indonesia
Singapore
Taiwan
Vietnam
Philippines
Hong Kong
Malaysia
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MARKET SUMMARIES

Business and economic growth

Small businesses that reported Small businesses that expectto grow in
growinginthe previous 12 months - the next 12 months - Australiaagainst
Australiaagainst survey average survey average
90% 90%

|

70% — 70% e‘\J S
50% 50% /\ /\/\

30%I T T T T 1 30°/OI T T T T T T T 1
2014 2015 2016 2017 2018 2019 201120122013201420152016201720182019

e===mSurvey average e Aystralia === SUrvey average e Aystralia

Survey

average

2019
Businesses that grew in the last 12 353%  65.8% 1111 422% 1010 50.7% 44.1% 45.7%
months
Businesses that expect to grow in the 41.1% 68.2% 10/11 473% 910 55.6% 51.2% 57.3%

next 12 months

Businesses that expect the local 203%  59.1% 1041  347% 9M0 423% 38.4% 435%
economy to grow in the next 12 months
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Business activity over the past 12 months

Survey

average 2016 2015
2019

Increased employee numbers 8.8% 32.5% 11/11 10.1% 10/10 13.7% 11.2% 11.8%

Improved business management
had a major positive impact on 8.2% 17.6% 11/11 8.3% 10/10 11.7% 9.4% 10.4%

their business

Increasing costs had a major

s . . 32.5% 33.8% 8/11 35.0% 8/10 29.5% 28.1%  32.4%
negative impact on their business

Required funds from an external 226%  522% 1111 232% 1010 31.7%  20.3%  27.1%
source
Sought external funds for 301%  540% 1141 31.6% 1010 407%  33.0%  31.9%

business growth

Found it easy or very easy to 46.9%  31.6% 211  47.0% 210  42.0%  4278%  54.4%
access external finance

A bank was the business’s main 43.4%  362% 341  547% 210  457%  505%  52.2%
source of external finance

Planned business activity over the next 12 months

Survey

average
Expect to increase employee 106%  427% 1111  145% 1010 18.8%  159%  16.7%
numbers

Will introduce a new product, service
or process unique to their market or 6.4% 25.8% 11/11 6.7% 10/10 7.4% 4.7% 51%

the world

Expect revenue from overseas 48%  174% 1141 46% 1010 67%  31%  6.1%
markets to grow strongly

Will seek external funds 6.0%  233% 1111  69% 910 11.4%  85%  9.0%
Expect easy to very easy access to 35.6%  27.4%  2/11  265% 510 255%  30.7%  38.4%

finance
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Social media, e-commerce and technology

Survey

2019  average Hank 541 Rank o002 2016 2015
2019 2018
2019
Did NOT earn any revenue from 56.5% 26.2% 111 59.8% 110 52.6% 60.2% 64.3%
online sales
Did NOT use social media for 45.1% 18.9% 1711 448% 110 425% 50.6% 46.5%

business purposes

Investment in technology by the
business over the past 12 months 18.8% 48.9% 11/11 16.4% 10/10 26.7% N/A N/A
has improved profitability

Technology your business invested
in most heavily over the past 12
months

Computer Computer N/A Computer

. . . N/A N/A N/A N/A
equipment equipment equipment

Consider your business likely to be 17.6%  375% 1141  158%  10/10 258% N/A N/A
cyberattacked in next 12 months

Reviewed your business’s
cybersecurity protections in last six 35.3% 45.9% 8/11 37.6% 8/10 N/A N/A N/A
months

More than 10 per cent of sales is

received through digital payment 371%  601% 1041  36.0% 910 333% N/A N/A
options such as PayPal, Alipay,

WeChat Pay

Factors that had positive and negative influences on business

Top four factors that had a positive influence on small Top four factors that had a positive influence on small
business in 2019 business in 2018

Customer loyalty Customer loyalty

Good staff Good staff

Costcontrol Improved customer satisfaction

Improved customer satisfaction Costcontrol

Top four factors that had a negative impact on small Top four factors that had a negative impact on small
business in 2019 business in 2018

Increasing costs Increasing costs

Poor overall economicenvironment Increasing competition

Increasing competition Poor overall economicenvironment

Tax Tax
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Impacts of a trade war

Survey
2019 average gg?g 2018
2019
Possible trade war between the US and a range of other
economies will have a negative impact on your business in 23.2% 33.1% 10/11 21.6%

next 12 months

Rank
2018

9/10

Demographics

Survey
average 2017 2016 2015
2019

Business has been established 381%  65.4% 1111  432% 1010  44.0%  41.3%  50.0%
for 10 years or less
Respondent is aged under 40 17.6%  547% 1141 208% 1010  223%  11.4% 155%
Respondent is the business 69.9%  425% 141 667% 110  60.7% 67.5% 61.0%
owher
Business has 10 to 19 employees  9.6% 346% 1111 103%  10/10  188%  10.6% 12.2%

Summary

2019 was a weaker year for Australian small businesses than 2018, with 35.3 per cent of
businesses stating that they grew — the lowest percentage since 2014 and the lowest of the
markets surveyed.

Australia’s small businesses remain significantly less likely to have grown in 2019 than the
survey leaders of Vietnam, Indonesia and the Philippines (all recording over 80 per cent of
businesses that grew in 2019).

The relatively small number of Australian small businesses that experienced growthin 2019
is reflected in the small number that created new jobs, with only 8.8 per cent adding to their
employee numbers in 2019 — the lowest result of the markets surveyed.

The long-term growth prospects of Australia’s small business sector do not appear strong,
with the survey results showing that only a comparatively small percentage of Australia’s
small businesses are undertaking activities and investments that characterise growing
businesses — innovation, e-commerce, using social media and exporting.

While there are many areas in which Australia’s small businesses lag their competitors from

Asia, the use of technology stands out as an area of most concern. For example:

o Australia’s small businesses continue to be significantly less likely to use social media for
business purposes, compared with businesses from Asia, with 45.1 per cent stating that
they do NOT use social media for business purposes (compared with just 1.7 per cent
from Mainland China).

e Australia’s small businesses continue to be significantly less likely to earn revenue from
online sales, with 56.5 per cent stating that they do NOT earn any revenue from online
sales (compared with 2.1 per cent in Mainland China).
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e Australia’s small businesses were the most likely to state that they did NOT make any
investment in technology in 2019, with 34.7 per cent stating that they did not invest in
technology (compared to only 3.0 per cent of respondents from Vietnam).

e When Australia’s small businesses do invest in technology, they are significantly less
likely than small businesses from Asiato have found the investment incre ased their
profitability in the short-term, with 18.8 per cent stating their investment in technology in
2019 improved their profitability, compared with 88.0 per cent of small businesses from
Vietnam.

e While Australia’s small businesses are the second most likely to not receive any
payments in cash (39.5 per cent), this is not translating through to the adoption of new
digital payment technologies, such as Apple Pay and Alipay, with Australia’s small
businesses the least likely to make such payment technologies available to their
customers. 45.8 per cent of Australia’s small businesses do not allow customers to pay
via new digital/online payment technologies, whereas only 0.8 per cent of small
businesses from Mainland China do not accept payment through such technology.

e Australia’s small businesses seem somewhat relaxed in their assessment of the
likelihood of their business experiencing a cyberattack in the next 12 months with only
17.6 per cent stating that an attack is likely; compared to the survey average of 37.5 per
cent.

¢ While most of Australia’s small businesses believe a cyberattack on their business is not
likely in 2019, many (35.3 per cent) have reviewed their cybersecurity measures in the
past six months.

For policymakers and others seeking to promote stronger growth in Australia’s small
business sector, improving the digital capability of small business is a must. With most
Australian small businesses having less than five employees, professional advisers such as
accountants will play a critical role in building such capability.

Small businesses in Australia remain significantly less likely to expect to invest in innovation
than small businesses from the Asian markets surveyed. This may be impacting the growth
of many Australian small businesses, with the survey results showing that businesses that
state they will introduce a new product, process or service that is unique to their market or
the world in 2020 are significantly more likely to expect to grow their business.

Australian small businesses also remain much less likely to expect to be focused on growing
their revenue from exporting than their peers from Asia. With small business confidence in
the Australian economy relatively low, seeking alternative markets is one way of growing
business and diversifying revenue streams in difficult conditions. The survey results show
that businesses that are expecting to grow their revenue from overseas sales are significantly
more likely to be growing.

Australian small businesses continue to remain significantly less likely to have sourced funds
from an external source than small businesses from Asia. This can be explained by low
growth expectations and the limited need for finance to fund asset purchases or invest in
innovation or market expansion. Difficulty accessing finance cannot explain this as Australia
remains one of the easiest markets in which to access finance in the Asia Pacific.

Where Australian small businesses access external finance, banks continue to be the most
popular source of finance.

With a significant proportion of Australian small business owners close to or at retirement
age, their lack of focus on digital technologies, innovation and exporting should make their
recovery from COVID-19 difficult and long for many.
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Business and economic growth

Small businesses that reported Small businesses that expect to grow
growing in the previous 12 months - in the next 12 months - China against
China against survey average survey average
90% 90%

70% // 70% 7 ————

50% 50%
30%I T T T T 1 Soo/ol T T T T 1
2014 2015 2016 2017 2018 2019 2014 2015 2016 2017 2018 2019
e===nSUrvey average e China === SUrvey average e China

Survey

average

2019
Businesses thatgrew in the last 12 81.0%  65.8% 411 740% 410 T795% TA1% T7.4%
months
Businesses thatexpect to grow inthe 7940, gg oo, 511  71.1% 510 781% 77.3% 76.7%
next 12 months
Businesses that expect the local 826%  59.1% 311 643% 510 76.7% 69.2% 71.1%
economy to grow in the next 12 months

2 All data for Mainland China excludes Hong Kong and Taiwan, which are shown separately forthe purpose of this report.
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Business activity over the past 12 months

Survey

2019 average 2017 2016 2015
2019

Increased employee numbers 57.0% 32.5% 1/11 39.7% 3/10 43.9% 38.8% 43.1%

Improved business managementhada —— ygq0, 4769, 511  258% 510 202% 322% 33.1%
major positive impact on their business

Increasing costs had a major negative

- - . 26.9% 33.8% 10/11  344%  9/10 36.0% 36.2%  38.9%
impact on their business

Required funds from an external 614%  522%  3/11 796% 110 845%  80.7%  79.3%
source
Sought external funds for business 53.0%  54.0% 611 59.9% 4/10 69.3% 665% 62.4%
growth
Foundit easy or very easy to access 538%  316% 111 354% 4/10 36.1%  40.3% 59.3%

external finance

A bank was the business’s main 188%  36.2% 1111 296% 910 31.3% 325%  27.7%
source of external finance

Planned business activity over the next 12 months

Survey

2020 2017 2016

average

Expect to increase employee numbers 63.2% 42.7% 2/11 51.0% 4/10 51.5% 49.4%  55.2%

Will introduce a new product, service or
process unique to their market or the 45.6% 25.8% 1/11 26.0% 5/10 27.2% 28.5% 31.6%

world

Expect revenue from overseas markets 53 70, 17.1% 4/11 144% 610 17.2%  16.6% 15.7%
to grow strongly

Will seek external funds 33.8% 23.3% 2/11 36.4% 3/10 39.8% 37.0% 45.2

Expect easy to very easy access to 49.8%  27.4% 141 338% 110  39.6%  427%  55.4%
finance ' ’ ' ’ ’ ’
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Social media, e-commerce and technology

Survey
2019 average
2019

DidNOTearn any revenue fromonfine 249, 262% 1111 54% 10710 68%  7.7% 9.2%
Did NOT use social media for business 4 7, 189%  11/11  37% 1010 4.8%  29% 23%
purposes
Investment in technology by the
business over the past 12 months has 56.6% 48.9% 5/11 67.0% 4/10 741% N/A N/A
improved profitability
Technology your business invested in ~ Computer  Computer N/A Computer N/A N/A N/A N/A
most heavily over the past 12 months  equipment equipment equipment
Consider your business likely to be 451%  37.5% 311  463% 310 449% NA  NA
cyberattacked in next 12 months
Reviewed your business’s
cybersecurity protections in last six 67.6% 45.9% 2/11 69.0% 2/10 N/A N/A N/A
months
More than 10 per cent of sales is
received through digital payment 91.4%  601% 11 871%  1/10  842% NA  NA

options such as PayPal, Alipay,
WeChat Pay

Factors that had positive and negative influences on business

Top four factors that had a positive influence on small

Top four factors that had a positive influence on small
business in 2018

business in 2019

Good staff

Improved customer satisfaction

Improved customer satisfaction

Introduced anew productor service

Introduced anew productor service

Good staff

Positive overall economic environment

Improved business strategy

Top four factors that had a negative impact on small

business in 2019

Top four factors that had a negative impact on small
business in 2018

Increasing costs

Increasing costs

Pooroverall economic environment

Pooroverall economicenvironment

Increasing competition

Increasing rent

Increasing rent

Increasing competition
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Impact of a trade war

Survey
2019 average 231“;‘ 2018 Zg;‘:
2019
Possible trade war between the US and a range of other
economies will have a negative impact on your business in 28.9% 33.1% 6/11 39.7% 4/10
next 12 months
Demographics
Survey
2019 average Rank 548 Rank 5017 2016 2015
2019 2018
2019
Business has been
established for 10 years or 74.2% 65.4% 3/11 64.8% 5/10 73.1% 68.6% 69.8%
less
?gsmnde“t is aged under 77 5o, 54.7% 111 69.9% 2/10 68.5%  60.0%  59.5%
Respondent is the 11.7% 42.5% 10/11 10.1% 10/10 6.1% 9.5% 23.8%
business owner
Business has 1010 19 73.1% 34.6% 111 70.0% 110 77.9% 68.8%  65.6%
employees

Key figures by city (excluding Hong Kong and Taiwan)

Mainland

Beijing Chongqing Guangzhou Shanghai Shenzhen China i)
average
average
Businesses thatgrew inthe g, oo, 78.7% 81.4% 84.2% 75.8% 81.0% 65.8%
last 12 months
Businesses that expect to 86.2% 73.5% 82.7% 82.2% 72.6% 79.4% 68.2%
grow in the next 12 months
Businesses that expect the
local economy to grow in the 88.2% 77.4% 79.5% 84.9% 83.4% 82.6% 59.1%
next 12 months
Increased employee numbers -, 5o, 47.7% 53.8% 60.5% 51.6% 57.0% 32.5%
over the past 12 months
Plan to increase employee
numbers over the next 12 77.0% 52.9% 66.0% 67.8% 52.9% 63.2% 42.7%
months
Required external funds over 46 5o, 78.1% 62.8% 48.0% 80.9% 61.4% 52.2%
the past 12 months
Found access to external
finance easy or very easy 69.1% 60.3% 32.7% 63.0% 52.0% 53.8% 31.6%
over the past 12 months
Banks were the main source 5o, 20.3% 26.5% 15.1% 13.4% 18.8% 36.2%

of external funds
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Business growth was the
main reason for seeking 49.1% 52.1% 62.2% 53.4% 48.0% 53.0%
external finance

54.0%

Will seek external fundsin

25.7% 49.0% 37.2% 25.0% 31.8% 33.8%
next 12 months

23.3%

Expect easy to very easy
access to finance in next 12 56.0% 58.1% 27.7% 52.9% 54.4% 49.8%
months

27.4%

Expect revenue from
overseas markets to grow
strongly over the next 12
months

23.7% 37.4% 19.2% 17.8% 20.4% 23.7%

17.1%

Will introduce a new product,

service or process uniqueto g7 o 41.3% 43.6% 46.7% 29.9% 45.6%
their market or the world in

the next 12 months

25.8%

Investment in technology by

the business over the past 12 55 g0, 68.4% 64.1% 46.7% 66.2% 56.6%
months has improved

profitability

48.9%

More than 10 per cent of

sales is received through

digital payment options such 94.5% 90.1% 92.2% 90.6% 89.7% 91.4%
as PayPal, Alipay, WeChat

Pay

60.1%

Did NOT use social media for

. 3.3% 1.3% 1.9% 0.7% 1.3% 1.7%
business purposes

18.9%

Did NOT generate any sales

. 2.6% 2.6% 3.8% 0.7% 0.6% 2.1%
online

26.2%

Think it is LIKELY their
business will be 34.9% 59.4% 37.2% 43.4% 50.3% 451%
cyberattacked in 2019

37.5%

Reviewed the business’s
cybersecurity protections in 62.5% 59.4% 73.7% 63.2% 79.0% 67.6%
last six months

45.9%

Possible trade war between

the US and a range of other

economies will have a 11.9% 30.3% 41.7% 19.7% 40.1% 28.9%
negative impact on the

business in next 12 months

33.1%

Staff costs were most 23.0% 47.7% 37.8% 32.2% 55.4% 39.4%
detrimental to the business

32.5%

Respondent aged under 40 78.3% 71.6% 78.8% 84.9% 73.9% 77.5%

54.7%

Summary

2019 was a positive year for Mainland China’s small business sector, with 81.0 per cent of
businesses stating that they grew which was higher than the 74.0 per cent in 2018 and the
survey average of 65.8 per cent.

As in previous surveys, the number of small businesses from Mainland China that reported
growing in 2019 was higher than most other markets included in this survey, and well above
developed markets such as Australia, where only 35.3 per cent reported growing.
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Fifty-seven per cent of respondents from Mainland China stated that they added staff in
2019, an increase of 17 percentage points from 2018, the highestamong all markets,
reflecting the high number of small businesses from Mainland China experiencing growth.

Small businesses from Mainland China continue to be leaders in using technology in their
business. Of the eleven markets surveyed, they were the most likely to have earned revenue
from online sales and the most likely to be using social media for business purposes. In fact,
the percentage of Mainland Chinese small businesses making online sales and using social
media is so high that it would be difficult to find businesses in Mainland Chinathat are not.
Further, they are not just dabbling in online sales — a staggering 86.3 per cent of them have
earned more than 10 per cent of their revenue from online sales.

Another area of technology where Mainland China’s small business sector is a clear leader is
the use of digital and online payment options. Small businesses from the Mainland are by far
the most likely to offer clients the option to pay via new digital or mobile payment methods,
such as Alipay, WeChat Pay etc. More than nine in ten (91.4 per cent) respondents generate
more than 10 per cent of their sales through such technology, significantly above the survey
average of 60.1 per cent.

Mainland China’s small businesses are most likely to rely on venture capital funding and
angel financing as their main source of external finance. 22.2 per cent of Mainland China’s
small businesses stated that this was their main source of external funding, far outstripping
the other ten markets surveyed.

Mainland China’s small businesses are also making use of alternative financing, with small
businesses from the Mainland being the most likely to access funding from peer-to-peer
lending and crowd-sourced funding (14.2 per cent stated that this was their main source of
external finance in 2019).

The strong level of digital capability in Mainland China’s small business sector is also having
a very positive impact on technology investment decisions. Of the small businesses from
Mainland Chinathat invested in technology in 2019, 56.6 per cent stated that such an
investment was already profitable. In Australia, where digital technology has a relatively low
uptake among small businesses, only 18.8 per cent of businesses that investedin
technology in 2019 reported that their investment was already profitable. Small businesses
from China were the most likely to state that the technology they invested in most heavily
was customer relationship management (CRM) software, business intelligence and analytical
software, and data visualisation software. They were also most likely to state that they will
have plans to introduce a new product, service or process in 2020.

The innovative culture of Mainland China’s small business sector is supporting current and
future growth and is helping to improve the competitiveness of Mainland China’s businesses,
both domestically and globally. It is highly likely that the Chinese Government’s strong focus
and effort on innovation and technology is helping embed this innovative culture in their small
businesses.

Ease of access to external finance is important for small businesses in Mainland Chinato
help fund its growth and investment in technology. Reflecting this trend and positive business
outlook for external funding, the percentages of businesses who found it easy or very easy to
access external finance in 2019 were the highest of the markets surveyed.
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Of course, small businesses from Mainland China, like all the other markets, face several
challenges — with increasing costs being identified as the most significant barrier to their
growth (26.9 per cent).

With over one third of Mainland China’s small businesses identifying high staff costs as being
one of the most detrimental cost to small businesses in 2019, it is unsurprising that ‘good
staff’ was the factor most likely to be selected by Mainland Chinese businesses as having
had the most positive impact on their business in 2019.

Small businesses in Mainland China also found that ‘improved customer satisfaction’ and
‘introducing a new product or service’ had the most positive impacts on their business in
2019. These results reflect the strong growth orientation of small businesses in Mainland
China.

Uncertainties over the impact of the trade war between the US and other economies on
businesses have appeared to ease with 28.9 per cent of Mainland China’s small businesses
stating that a trade war will have a negative impact on their business in 2020, down from
39.7 per centin 2019. In fact, more Mainland China’s small businesses believe such atrade
war is an opportunity, with 34.3 per cent stating they expect it would have a positive impact
on their business — the highest for all markets surveyed. This suggest that Mainland Chinese
small businesses are focusing more on domestic growth.

With Mainland Chinese small businesses being the third most likely to expect a cyberattack
in 2020, it is no surprise that over 67.6 per cent have reviewed their cybersecurity in the past
six months.

Highlights of the five Mainland Chinese cities surveyed (Beijing, Chongqing, Guangzhou,

Shanghai and Shenzhen) include:

e Small businesses from Beijing were the most likely to report growing in 2019.

¢ Reflecting this result, small businesses from Beijing were the most likely to state that they
increased employee numbers in 2019.

e Small businesses from Shenzhen were the most likely to have required external finance
reflecting its status as a growing start-up hub with araft of opportunities for external
funding.

¢ Onthe same note, Shenzhen small businesses were the most likely to experience easy
financing conditions.

¢ Small businesses from Guangzhou were the most likely to state that a bank was their
main source of their finance, while small businesses from Shenzhen were the most likely
to nominate peer-to-peerlending as their main source of finance.

e Small businesses from Beijing were the most likely to state that they will innovate in
2020.

e Shenzhen small businesses were the most likely to nominate ‘introduced a new product
or service’ as having a major positive impact on their business in 2019, while Guangzhou
small businesses were the most likely to nominate ‘positive overall economic
environment’ as having a major positive impact on their business.

¢ Beijing small businesses were the least likely to expect that global trade tensions will
have a negative impact on their business in 2020.

¢ Beijing small businesses were the most likely to be using social media to sell to
customers and learn about the behaviours of customers and potential customers, while
Shanghai small businesses were the most likely to be using social media to communicate
with existing customers.
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e Chongging small businesses are the most likely to expect a cyberattack in 2020.
e Businesses from Shenzhen were the most likely to nominate staff costs as being
detrimental to their business.

Looking at the results for Mainland China’s small businesses, thereis alot to be positive
about. A record number of small businesses are experiencing growth, they are leading in
increasing employee numbers, and in adoption and use of technology across the region.
Access to external funding for small businesses is relatively easy and a sizeable number are
investing in innovation. These factors should assist many small businesses from Mainland
China recover quickly from COVID-19 and be well-positioned for long-term growth.
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Business and economic growth

Small businesses that reported Small businesses that expectto grow in the
growinginthe previous 12 months - next 12 months - Hong Kong against survey
Hong Kong against surveyaverage average
90% 90%
80% 80%

70% — 70% \ / e—
60% % 60% \ FA

50% , \ 50% \ \
40% N\ 40% \

30% 30% N\

20% T T T T ] 20% T T T T T T ,
2014 2015 2016 2017 2018 2019 2012 2013 2014 2015 2016 2017 2018 2019
e===Survey average e Hong Kong === Survey average e Hong Kong

Survey
average
2019

Businesses that grew in the last 37.0% 65.8% 10/11 55.9% 9/10 655%  61.7% 63.8%
12 months
ﬁ”tﬂgiiﬁsé";‘oemi‘“ to grow 26.4% 68.2% 1111 47.3% 1010 61.6%  56.6% 55.1%
Businesses that expect the local
economy to grow in the next 12 17.5% 59.1% 11/11 29.0% 10/10 57.7%  50.2% 52.1%
months

3 Forthe purposeofthis survey, data collected from small businesses in Hong Kong and Taiwan is shown

separately from the data collected for the rest of China
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Business activity over the past 12 months

Survey Rank
2019 average 2018 2017 2016 2015
2019

Increased emp|oyee numbers 14.5% 32.5% 10/11 16.8% 9/10 30.0% 19.6% 32.5%
Improved business management had a 16.8%  176% 711  211% 610 194%  20.9%  20.4%
major positive impact on their business
Increasing costs had a major negative 26.4%  338% 1141 43.0% 510 37.7% 37.3%  41.9%
impact on their business
Required funds from an external source 60.7% 52.2% 4/11 53.4% 510 66.5% 72.7%  78.1%

Sought external funds for business growth 46.2% 54.0% 8/11 52.3% 710  55.3% 51.8%  50.2%

Found it easy or very easy to access
external finance 20.1% 31.6% 8/11 12.8% 10/10 23.8% 19.9% 43.5%

A bank was the business’s main source of 3400, 3509,  §/11 389% 610 432% 314% 47.3%
external finance

Rent was the most detrimental factor

. ) - : 41.9% 30.8% 211 52.7% 110  51.0% 52.4% 54.3%
impacting their business

Planned business activity over the next 12 months

Survey

Rank 2019
average

Expect to increase employee numbers 14.2% 42.7% 10/11 22.9% 8/10 33.9% 30.2%  32.8%

Will introduce a new product, service or
process unique to their market or the 8.6% 25.8% 9/11 12.5% 8/10 13.5% 14.8% 17.7%

world

Expect revenue from overseas markets 5.3% 17.1% 10/11 79% 810  155%  135% 22.3%
to grow strongly

Will seek external funds 14.9% 23.3% 7111 17.9% 5/10 21.9% 24.4%  31.3%

E’;gﬁgteeasy to very easy access to 141%  274% 1041 118% 910 215%  19.3%  41.7%
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Social media, e-commerce and technology

Survey
average
2019

Did NOT earn any revenue 31.7% 26.2% 5/11 31.9% 5/10 17.4%  21.9%  18.5%
from online sales
Did NOT use social media 16.8% 189%  6/11 161% 510  113%  11.6%  53%
for business purposes
Investment in technology by
the business over the past 29.7% 489% 911 32.6% 710 48.1% N/A N/A
12 months has improved
profitability
Technology your business Com
. : . puter Computer Computer
invested in most heavily equipment equipment RVAY equipment N/A N/A N/A N/A

over the past 12 months

Consider your business
likely to be cyberattacked in 31.7% 37.5% 8/11 42.3% 5/10 44.2% N/A N/A
next 12 months

Reviewed your business’s
cybersecurity protections in 39.3% 45.9% 5/11 53.8% 3/10 N/A N/A N/A
last six months

More than 10 per cent of

sales is received through

digital payment options 54.2% 60.1% 4/11 51.9% 4/10 54.5% N/A N/A
such as PayPal, Alipay,

WeChat Pay

Factors that had positive and negative influences on business

Top four factors that had a positive influence on small Top four factors that had a positive influence on small
business in 2019 business in 2018
Costcontrol Costcontrol
Good staff Customer loyalty
Customer loyalty Good staff
Political stability Introduced anew productor service®
A equal third
Top four factors that had a negative impact on small Top four factors that had a negative impact on small
business in 2019 business in 2018
Political instability Increasing costs
Poor overall economicenvironment Increasing competition
Increasing competition Increasing rent
Increasing costs Staff costs
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Impact of a trade war

Survey
2019 average Rank 2018 Rank
2019 2019 2018

Possible trade war between the US and a range of other economies will

O, o, 0,
have a negative impact on your business in next 12 months e B Al 52.0% 1/10

Demographics

Survey
average
2019

E:‘Is;::ss has been established for 10 years  g5o80,  g54% 911  520% 810 64.8% 68.8% 58.9%
Respondent is aged under 40 53.1% 54.7% 7111 44.4% 8/10 51.3% 55.3% 63.4%
Respondent is the business owner 8.9% 42.5% 11/11 11.1% 9/10 7.4% 84%  9.8%
Business has 10 to 19 employees 50.8% 34.6% 3/11 42.3% 3/10 58.4% 60.5% 60.8%
Summary

2019 was a very challenging year for small businesses in Hong Kong, with only 37 per cent
stating that they grew, the lowest on record for the city. With the onset of COVID-19
pandemic, this pessimism will continue in 2020.

The percentage of Hong Kong small businesses that reported growing in 2019 (37.0 per
cent) was the second lowest among all surveyed markets, only slightly ahead of bottom-
ranked Australia which recorded 35.3 per cent.

In addition to COVID-19, the potential impact that global trade tensions could have on Hong
Kong’s outward looking economy is also a concern for Hong Kong’s small businesses, with
54.5 per cent of respondents forecasting that a global trade war could have negative impacts
on their business, the second highest level of concern among the 11 markets surveyed, after
Vietnam.

2019 also featured adecline in the number of Hong Kong small businesses adding staff,
reflecting less positive small business sentiment than in 2018. In 2019, 14.8 per cent of
businesses added to their headcount, compared with 16.8 per centin 2018.

There was a fall in the percentage of Hong Kong small businesses that sourced finance from
abank in 2019 (31.0 per cent compared with 38.9 per cent in 2018). Following banks,
investors were the next most likely source of finance, with Hong Kong’s small businesses
again being the most likely of the markets surveyed to nominate an investor as their main
source of finance (25.0 per cent).

With Hong Kong’s small businesses having areasonable focus on digital technologies and
experience in managing through challenging periods, we do expectthat they will manage
through these toughtimes and be reasonably placed to rebound quickly and take advantage
of opportunities, such as southern China’s Greater Bay Area initiative and support strategies
that will add long-term value such as investment in innovation and technology.
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A positive feature of Hong Kong small businesses is their focus on digital technologies. For
example:

e 43.3 per cent of businesses generate more than 10 per cent of their revenue online,
compared with 26.8 per cent of Australian small business.

e Only 16.8 per cent of Hong Kong small businesses do not use social media, compared
with 45.1 per cent of Australian small business.

e 29.7 per cent of businesses that invested in technology in 2019 found that such an
investment was already profitable, compared with 18.8 per cent of Australian small
business.

e Hong Kong small businesses are one of the strongest users of new payment
technologies, such as Alipay, Apple Pay and WeChat Pay. Over half (54.2 per cent) of
Hong Kong’s small businesses generate more than 10 per cent of their sales through
such technologies, compared with 37.1 per cent of Australian small businesses.

e While 31.7 per cent of Hong Kong’s small businesses expect a cyberattack in 2020, 39.3
per cent reviewed their cybersecurity measures in the past six months.

With Mainland China being the most important market for Hong Kong, it is no surprise that
there is focus on digital technologies in Hong Kong. Other factors that are most likely driving
this investment in technology by Hong Kong small businesses are increasing competition and
concerns over staff and rental costs.

Having said that, there is significant room for Hong Kong’s small businesses to improve their
focus on technology. Businesses should at least keep up with technological trends to cater to
changing customer needs and new industry practices. A stronger focus on technology should
improve the number of Hong Kong businesses that report growing.

Considering local events during 2019, Hong Kong small businesses face several challenges
in addition to COVID-19, with political instability being the issue Hong Kong businesses were
most likely to nominate as a barrier to growth in that year. Reflecting the downward pressure
local social incidents have on rental costs, Hong Kong’s small businesses were most likely to
nominate staff costs as the cost most detrimental to their business, breaking the five years
hold of rent being the most detrimental cost, which came second in 2019.

Given these concerns around costs, it is not surprising that Hong Kong businesses were
again the most likely of the markets surveyed to nominate cost control as having the most
positive impact on their business. However, the results show there is little correlation
between cost control and growth.

Hong Kong'’s small businesses would benefit from a stronger focus on innovation (only 8.6
per cent of Hong Kong businesses stated they will innovate in 2020, compared with 45.6 per
cent of businesses in top-placed Mainland China). Small businesses should be taking
advantage of Hong Kong’s proximity to leading innovation and technology centres, such as
Shenzhen, and grasp the opportunities offered by significant government investment in
innovation.

2019 was a highly challenging year for Hong Kong’s small businesses and 2020 looks set to
be even more challenging. We do, however, expect that the reasonable level of digital and
management skills among Hong Kong’s small businesses, plus their experience in managing
through difficult periods, should see them recover fairly quickly from COVID-19 and return to
growth in the medium-term as internal and external uncertainties recede.
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Business and economic growth

Small businesses reported growing in Small businesses that expectto grow in the
the previous 12 months - India against next 12 months - India against other
other developing economies developing economies
95.0%
87.3%
81.0% 83.0% o
75.5% ° 88.39% 93.4% 95.7%
67.7% 82.0% 79.49%
I I I I I |
@ 2 N0 X ] Q& @ 2 A0 N0
N 0‘\\(\ ooe?\ (Z}rﬁc’\ .QQ\QQ . \é&’b & o‘*\o 0(\0%\ \fo‘\%\ .QQ\Q& -69(&(\
L W Q@\ ) L W@ Q@\ S

average

2019
Businesses that grew in the last 12 months 75.5% 65.8% 5/11
Businesses that expect to grow in the next 12 months 82.0% 68.2% 4/11
Businesses that expect the local economy to grow in the next 12 months 68.2% 59.1% 5/11

Business activity over the past 12 months

Survey
average
2019

Increased employee numbers 39.5% 32.5% 4/11
Improved business management had a major positive impact on the business 20.9% 17.6% 3/11
Increasing costs had a major negative impact on the business 35.6% 33.8% 4/11
Required funds from an external source 59.7% 52.2% 5/11
Sought external funds for business growth 58.6% 54.0% 4/11
Found it easy or very easy to access external finance 31.1% 31.6% 4/11
A bank was the business’s main source of external finance 33.8% 36.2% 5/11
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Planned business activity over the next 12 months

Survey

average
Expect to increase employee numbers 57.5% 42.7% 4/11
Will introduce a new product, service or process unique to their market or the 34.29, 25 8% 411
world
Expect revenue from overseas markets to grow strongly 27.5% 17.1% 2/11
Will seek external funds 29.6% 23.3% 4/11
Expect easy to very easy access to finance 26.8% 27.4% 4/11

Social media, e-commerce and technology

Survey

2019 average 231“;‘
2019

Did NOT earn any revenue from online sales 28.1% 26.2% 6/11
Did NOT use social media for business purposes 23.9% 18.9% 4/11
!nvestment in ?ech_r]ology by the business over the past 12 months has 59.7% 48.9% 411
improved profitability

Computer  Computer
Technology your business invested in most heavily over the past 12 months . P . P N/A

equipment equipment
Consider your business likely to be subjected to a cyberattack in next 12 38.7% 3759 5/11
months
Reviewed your business’s cybersecurity protections in last six months 38.5% 45.9% 711
More than 10 per cent of sales is received through digital payment options 63.4% 60.1% 3/11
such as PayPal, Alipay, WeChat Pay ' ’

Factors that had positive and negative influences on business

Top four factors that had a positive influence on small Top four factors that had a negative impact on small
business in 2019 business in 2019

Improved customer satisfaction Increasing costs

Good staff Increasing competition

Customer loyalty Tax

Technology Cash flow difficulties

Impact of a trade war

Survey
2019 average Rank 2019
2019
Possible trade war between the US and a range of other economies will have 27.9% 33.19% 7/11 ‘

a negative impact on your business in next 12 months
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Demographics

Survey

2019 average 231":
2019
Business has been established for 10 years or less 721% 65.4% 5/11
Respondent is aged under 40 61.3% 54.7% 6/11
Respondent is the business owner 55.1% 42.5% 5/11
Business has 10 to 19 employees 25.7% 34.6% 5/11

Key figures by city

Delhi/ India Survey

EEE Mumbai Chennai Bengaluru Hyderabad average average

Businesses thatgrew in the 78.6% 78.4% 66.3% 77.2% 75.5% 75.5% 65.8%
last 12 months

Businesses that expect to

- 80.6% 84.7% 78.7% 89.1% 76.5% 82.0% 68.2%
grow in the next 12 months

Businesses that expect the
local economy to grow in the 73.8% 73.8% 59.6% 70.3% 61.7% 68.2% 59.1%

next 12 months

Increased employee numbers g, 4o, 38.7% 31.5% 30.7% 41.2% 39.5% 32.5%
over the past 12 months

Plan to increase employee

numbers over the next 12 72.8% 57.7% 51.7% 51.5% 52.9% 57.5% 42.7%
months
Required external funds over 68.0% 59.5% 61.8% 50.5% 58.8% 59.7% 52.2%

the past 12 months

Found access to external
finance easy or very easy over 35.7% 30.3% 36.4% 19.6% 31.7% 31.1% 31.6%

the past 12 months

Banks were the main source 38.6% 31.8% 32.7% 33.3% 31.7% 33.8% 36.2%
of external funds

Business growth was the
main reason for seeking 57.1% 56.1% 52.7% 66.7% 61.7% 58.6% 54.0%

external finance

Will seek external fundsin 33.0% 30.6% 33.7% 28.7% 22.5% 29.6% 23.3%
next 12 months

Expect easy to very easy
access tofinance in next 12 27.6% 29.8% 30.4% 17.4% 27.6% 26.8% 27.4%

months

Expect revenue from overseas
markets to grow strongly over 30.1% 30.6% 27.0% 26.7% 22.5% 27.5% 17.1%

the next 12 months

Will introduce a new product,

service or process unique to 41.7% 39.6% 21.3% 30.7% 35.3% 34.2% 25.8%
their market or the world in

the next 12 months
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Investment in technology by
the business over the past 12
months has improved
profitability

65.0% 66.6% 57.3% 57.4% 51.0% 59.7%

48.9%

More than 10 per cent of sales
is received through digital
payment options such as
PayPal, Alipay, WeChat Pay

60.0% 64.0% 72.2% 62.0% 59.5% 63.4%

60.1%

Did NOT use social mediafor 5335, 5709, 18.0% 23.8% 26.5% 23.9%
business purposes

18.9%

5:10:“'1‘:7 generate any sales 19.4% 26.1% 28.1% 37.6% 29.4% 28.1%

26.2%

Think it is LIKELY their
business will be 55.3% 36.9% 37.1% 28.7% 35.3% 38.7%
cyberattacked in 2019

37.5%

Reviewed the business’s
cybersecurity protections in 46.6% 45.9% 37.1% 29.7% 32.4% 38.5%
last six months

45.9%

Possible trade war between

the US and a range of other

economies will have a 31.1% 28.8% 31.5% 19.8% 28.4% 27.9%
negative impact on the

business in next 12 months

33.1%

Staff costs were most

O, 0, O, O, O, 0,
detrimental to the business 34.0% 34.2% 34.8% 28.7% 24.5% 31.2%

34.9%

Respondent aged under 40 66.0% 63.9% 51.7% 58.4% 64.7% 61.3%

54.7%

Summary

Small business conditions were positive in Indiain 2019, with over three quarters (75.5 per
cent) of respondents stating their business grew, higher than the survey average of 65.8 per
cent and well above developed markets such as Australia, where only 35.3 per cent of
businesses reported growing. Reflecting positive business conditions, 39.5 per cent stated
they added staff in 2019.

Of course, while the survey results are very positive, Indian small businesses also report
challenges, with increasing costs — especially taxes — and increasing competition seen as the
largest barriers to growth. Improved customer satisfaction was the factor that had the most
positive impact on India’s small businesses in 2019, and good staff and customer loyalty
were the second and third most popular factors respectively.

Small businesses from India are relatively strong users of digital technologies, particularly in
comparison to developed economies such as Australia, Singapore and New Zealand. Nearly
half of Indian businesses surveyed (45.5 per cent) earned more than ten per cent of their
revenue from online sales. Further, most use social media for business purposes, with 41.7
per cent stating that they use it to promote their business to potential customers.

A majority of India’s small businesses are users of new digital payment technologies, such as
Paytm, PhonePe and Amazon Pay. India’s small business sector is ranked third in new
digital payment technologies uptake, with 63.2 per cent of businesses receiving more than 10
per cent of their sales through such technologies.
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India’s small businesses are innovative, with more than one third (34.2 per cent) stating that
they will introduce atotally new product, process or service to their market or the world in
2020, higher than the survey average of 25.8 percent.

The strong investment in technology in Indiais producing benefits for many small
businesses. 59.7 per cent stated that their investment in technology in 2019 has already
resulted in improvements in profitability — above the survey average of 48.9 per cent. This
result will no doubt encourage furtherinvestment in technology and assist India’s small
business sector to become more globally competitive.

38.7 per cent of India’s small businesses expect to be cyberattacked in 2020, slightly above
the survey average of 37.5 per cent. Given this result, it is not surprising that a similar
proportion (38.5 per cent) of India’s small businesses have reviewed their cybersecurity in
the past six months.

Reflecting the strong growth and high investment needs of the majority of India’s small
business, nearly six in ten (59.7 per cent) accessed external finance in 2019, with abank
being the most likely source of that finance. However, many small businesses from India find
accessing finance more difficult than easy, with 42.1 per cent of those who accessed finance
reporting that it was difficult or very difficult, compared with the 31.1 per cent that found it
easy.

Uncertainties over the impact of a possible trade war between the US and other economies
on businesses are generally low, with only 27.9 per cent of small businesses stating that a
trade war will have a negative impact on their business in 2020, below the survey average of
33.1 per cent. However, for some, such atrade conflict could create opportunities, with 24.9
per cent of Indian small businesses stating that they expect atrade war to have a positive
impact on their business.

Highlights of the five Indian cities surveyed (Delhi/Gurgaon, Mumbai, Chennai, Bengaluru

and Hyderabad) include:

¢ Small businesses from Delhi/Gurgaon were most likely to have reported growing,
increased employee numbers and required external finance in 2019.

¢ Onthe same note, small businesses from Delhi/Gurgaon were the most likely to
experience easy financing conditions.

e Small businesses from Chennai were the most likely to nominate venture capital fund /
angel financing as their main source of finance, and small businesses from Hyderabad
were the most likely to choose non-bank financial institutions as their main source of
finance.

e Small businesses from Delhi/Gurgaon were the most likely to state that they will innovate
in 2020.

e Bengaluru small businesses were the most likely to nominate ‘introduced a new product
or service’ as having a major positive impact on their business in 2019, while Mumbai
small businesses were the most likely to nominate ‘technology’ as having a major positive
impact on their business.

¢ Chennai businesses were the most likely to have more than 10 per cent of sales received
through digital payment options.

e Chennai small businesses were the most likely to be using social media to sell to
customers, communicate with existing customers and monitor competitors, while
Bengaluru small businesses were the most likely to be using social media to promote
their business to potential customers.
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Delhi/Gurgaon small businesses are the most likely to expect a cyberattack in 2020.
Businesses from Delhi/Gurgaon were the most likely to nominate taxes as being
detrimental to their business, while businesses from Mumbai are the most likely to state
that rent as being detrimental to their business.

With significant numbers of India’s small businesses having characteristics strongly
connected with growth — afocus on technology, e-commerce, improving customer
satisfaction and innovation - we are likely to see this sector recover quickly from COVID-19
and then grow strongly for some time to come. We are also likely to see several of India’s
current small businesses evolve to become large, successful global businesses in the next
few years.
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Business and economic growth

Small businesses that reported growing in Small businesses that expect to grow in the
the previous 12 months - Indonesia against next 12 months - Indonesiaagainst survey
survey average average
100% 100%

90% —_———— 0%

80% A 80%

70% 70% x / —

60% // 60%

50% 50%

40% 40%

30% : : : : . 30% - . . . . : : : .
2014 2015 2016 2017 2018 2019 2011 2012 2013 2014 2015 2016 2017 2018 2019

=== SUrvey average emss|ndonesia

=== Survey average e |ndonesia

Survey

average 2016 2015
2019

Businesses that grew in the last 12

months S

65.8% 2/11 86.6% 2/10 93.4% 90.4% 91.2%

Businesses that expect to grow in the 88.3%
next 12 months '

68.2% 3/11 90.8% 3/10 94.7%  94.7%  92.5%

Businesses that expect the local
economy to grow in the next 12 75.7%
months

59.1% 4/11 79.0% 3/10 83.6% 90.1% 83.7%
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Business activity over the past 12 months

Survey
2019 average
2019

Increased employee numbers 50.7% 32.5% 2/11 55.7% 2/10 65.5% 63.4% 66.3%
Improved business managementhada o5 5, 4760, 211 311% 210 39.1% 340%  33.3%
major positive impact on their business ’ ' ’ ’ ' ’
Increasing costs had a major negative 3335 3339, 7111 420% 6/10 355% 34.3%  36.9%
impact on their business
Required funds from an external 703%  52.2% 2111 75.7%  3/10 888% 82.5%  86.3%
source
Sought external funds for business 64.9%  54.0% 2111 749% 110 77.8% 70.0%  64.0%
growth
Found it easy or very easy to access
external finance 25.6% 31.6% 6/11 36.4% 3/10 47.0% 39.2% 60.6%
A bank was the business’s main 346%  36.2% 411 437% 410 552% 50.0%  50.0%
source of external finance

Planned business activity over the next 12 months

2020 Survey
average

Expect to increase employee numbers 61.7% 42.7% 6/11 67.2% 2/10 75.3% 71.3% 71.2%
Will introduce a new product, service
or process unique to their market or 40.3% 25.8% 2/11 33.1% 3/10 49.3% 48.2% 45.8%
the world
F:ngh’g’;%’];mm overseas markets 5570, 1719 311  226% 3110  44.4% 39.6% 57.8%
Will seek external funds 32.0% 23.3% 3/11 36.7% 2/10 50.3% 43.9% 45.8%
ﬁ:‘lgﬁieasy to very easy access to 265%  27.4% 511  315% 210 455% 41.3% 59.7%
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Social media, e-commerce and technology

Survey

2019  average  hank 2018 Rank 5417 2016 2015
2019 2018
2019
Did NOT earn any revenue from 14.0% 26.2% 911 11.1% 910  69% 14.9% 4.6%
online sales
Did NOT use social media for 11.3% 18.9% 8/11 7.2% 910  82%  96% 3.3%

business purposes

Investment in technology by the
business over the past 12 months 76.7% 48.9% 2/11 77.4% 1/10 85.5% N/A N/A
has improved profitability

i Computer
Technology the business

equipment  Computer Computer
invested in most heavily over the qMopb" N equi ppm ent N/A equippment N/A N/A N/A N/A
past 12 months apps”
Consider the business likely tobe 5570, 5750 o/ 65.6% 210  766% NA  NA
cyberattacked in next 12 months
Reviewed the business’s
cybersecurity protections in last 47.0% 45.9% 3/11 47 2% 4/10 N/A N/A N/A
six months
More than 10 per cent of sales is
received through digital payment 5390 g9, 4/ 61.4% 210  487% NA  NA

options such as PayPal, Alipay,
WeChat Pay

A equal first

Factors that had positive and negative influences on business

Top four factors that had a positive influence on small  Top four factors that had a positive influence on small

business in 2019 business in 2018

Improved customer satisfaction Improved customer satisfaction

Customer loyalty Improved business strategy

Improved business strategy Customer loyalty

Costcontrol Technology

Top four factors that had a negative impact on small Top four factors that had a negative impact on small
business in 2019 business in 2018

Increasing competition Increasing competition

Increasing costs Increasing costs

Pooroverall economicenvironment Pooroverall economicenvironment

Difficulty expanding into new markets Fluctuations in the value of the local currency
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Impact of a trade war

Survey
2019 average
2019

Rank Rank
2019 Uk 2018

Possible trade war between the US and a range of other
economies will have a negative impact on your business in 18.0% 33.1% 11/11 24.3% 8/10
next 12 months

Demographics

Survey
average

2019

Business has been
established for 10 years or 84.7% 65.4% 111 770% 210  792%  76.6%  752%
less
Respondent is aged under 40  68.7% 54.7% 2/11 68.2% 310  71.7%  746%  79.4%
g"fvi‘;‘:“de"‘ is the business 63.7% 42.5% 311 502% 510  26.0%  32.3%  356%
Business has 10 to 19 26.7% 34.6% 4/11 377% 410  434%  591%  65.0%
employees

Summary

Conditions were very positive for Indonesia’s small businesses in 2019, with 87.3 per cent of
reporting that they grew, a slight increase from 86.6 per centin 2018. Indonesia’s small
businesses were the second most likely to report growing, only behind Vietnam. This result
was well above the survey average of 65.8 per cent.

In addition to the overall result, 31.7 per cent of small businesses stated that their growth in
2019 was very strong — the highest result of the markets surveyed. In comparison, only 5.3
per cent of Hong Kong’s businesses recorded very strong growth in 201 9.

Reflecting the very positive business conditions, 50.7 per cent of Indonesia’s small
businesses stated that they added to their employee numbers in 2019, the second highest
among the markets surveyed.

One factor driving strong business growth is the relatively strong uptake of new technologies
by Indonesia’s small businesses. Most Indonesian small businesses sell online, with 62.7 per
cent stating that more than 10 per cent of their revenue comes from online sales. Further, an
overwhelming majority of Indonesia’s small business use social media, and they are most
likely to use social media for promoting their business to potential customers.

A magjority of Indonesia’s small businesses are users of new digital payment technologies,
such as OVO, Go-Pay, PayPal and TCASH. While businesses from Mainland China are the
clear leaders in the uptake of this new technology (91.4 per cent of businesses receiving
more than 10 per cent of their sales from such technology), Indonesia’s small business
sector is in fourth place, with 53.2 per cent of businesses receiving more than 10 per cent of
their sales through such technologies. Although this is down from the 2018 result of 61.4 per
cent, it is still nearly double the 31.5 per centin Taiwan.
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Despite this, cash remains a very important payment option for Indonesia’s small businesses,
with more than two-thirds (69.0 per cent) stating that it makes up 50 per cent or more of their
sales, up from 63.6 per centin 2018. Given the broad cross-section of industries represented
in Indonesia’s survey sample, it can be assumed that many business-to-business
transactions are still done in cash.

Despite 58.7 per cent of Indonesia’s small businesses expecting acyberattack in 2020, only
47 per cent stated that they have reviewed their cybersecurity in the past six months. In
terms of the difference between expectations of an attack and taking action, the Indonesian
results are the worst in the survey. While there is awareness in Indonesia that cybersecurity
is an issue, it needs to better translate into action to protect business systems.

The strong investment in technology in Indonesiais producing benefits for most of
Indonesia’s small businesses. 76.7 per cent stated that their investment in technology in
2019 has already resulted in improvements in profitability — the second highest result of the
markets surveyed. This result, plus Indonesia’s strong business confidence, will no doubt
encourage further investment in technology and assist Indonesia’s small business sector to
become more globally competitive.

Indonesia’s small business sector continues to be highly innovative, with 40.3 per cent
stating that they will introduce atotally new product, process or service to Indonesia or the
world in 2020, the second highest result of the markets surveyed. Thisis likely to resultin a
stronger and more competitive small business sector.

Of course, while the survey results are overwhelmingly positive for Indonesia, businesses
also report challenges, with increasing competition seen as the largest barrier to growth.
However, competition is likely to have positive long-term implications, as it helps to
encourage innovation and expansion into new markets — essential ingredients of growth
according to the survey.

Reflecting the strong growth and high investment needs of most of Indonesia’s small
business, over seven out of ten (70.3 per cent) accessed external finance in 2019, with a
bank being the most likely source of that finance. However, reflecting slightly more subdued
sentiment, this result was down from the 75.7 per cent that required external finance in 201 8.
This may also reflect adecrease in respondents from Indonesia who found it easy to access
finance, with 25.6 per cent reporting that accessing finance was easy or very easy in 2019,
down from 36.4 per centin 2018 and 47.0 per centin 2017.

The prospect of atrade war between major global economies is not something that is
thought to have a negative impact on many Indonesian small businesses, with only 18.0 per
cent forecasting it will have a negative impact. In fact, more Indonesian small businesses
believe such a trade war is an opportunity, with 29.0 per cent stating they expectit would
have a positive impact on their business.

We see the future of Indonesia’s small business sector as very positive. With significant
numbers of Indonesia’s small businesses having characteristics strongly connected with
growth — a focus on technology, e-commerce, improving customer satisfaction, improving
business strategy and innovation, we are likely to see this sector recover quickly from
COVID-19 then grow strongly for some time to come. We are also likely to see several of
Indonesia’s current small businesses evolve to become large, successful global businesses
in the next few years.
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Business and economic growth

Small businesses that reported growing in Small businesses that expect to grow in
the previous 12 months - Malaysia against next 12 months - Malaysia against survey
surveyaverage average
90% 90%
- f©‘ 70%
50% 50%
30% . 30% - -

2014 2015 2016 2017 2018 2019 2011 2012 2013 2014 2015 2016 2017 2018 2019

e=m=mSUrvey average e \alaysia e=m=m SUrvey average e \alaysia

Survey

average
2019

Businesses that grew in the last 12

0, 0, O, o, O, O,
months 67.7% 65.8% 6/11 65.5% 5/10 64.1% 68.7% 69.0%

Businesses that expect to grow in

O, 0, O,
the next 12 months 72.3% 68.2% 6/11 75.0% 4/10 67.3% 71.7% 69.7%

Businesses that expect the local
economy to grow in the next 12 55.3% 59.1% 6/11 69.1% 4/10 53.7% 52.8% 46.8%

months
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Business activity over the past 12 months

Survey
2019 average 2017 2016 2015
2019

Increased employee numbers 26.7% 32.5% 6/11 25.7% 510 275% 33.6% 31.6%
Improved business management had
a major positive impact on their 29.0% 17.6% 1/11 28.3% 410 294% 27.0% 31.3%
business
Increasing costs had a major 447%  33.8% 211  516% 110 521% 459%  48.7%
negative impact on their business
Required funds from an external 52.7% 52.2% 711 395% 6110 547% 622% 57.7%
source
Sought external funds for business 58.9% 54.0% 311  550% 610 621% 51.3% 51.4%
growth
Found it easy or very easy to access
external finance 15.8% 31.6% 11/11 16.7% 8/10 13.0% 15.7% 31.8%
A bank was the business’s main 29.7% 36.2% 711  358% 710 337% 408% 45.3%
source of external finance

Planned business activity over the next 12 months

Survey

2020 2018 2017

average

Expect to increase employee 427%  42.7% 611  451% 510  401% 404% 46.8%
numbers

Will introduce a new product, service

or process unique to their market or 21.3% 25.8% 6/11 29.3% 4/10 32.0% 26.4% 29.0%
the world

Expect revenue from overseas 16.3% 17.1% 6/11 19.4% 410  159% 182% 18.7%
markets to grow strongly

Will seek external funds 17.0% 23.3% 6/11 22.4% 5/10 31.1% 29.3% 29.7%
ﬁﬁgﬁ‘é‘eeasy to very easy access to 13.0%  27.4% 1111 109% 1010  102% 13.6% 27.6%
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Social media, e-commerce and technology

Survey
average
2019

Did NOT earn any revenue from 18.0%  26.2%  8/11 293%  6/10 52.6% 59.1% 58.2%
online sales
Did NOT use social media for 113%  189%  9/11 15.8%  7/10 40.8% 40.2% 41.2%
business purposes
Investment in technology by the
business over the past 12 months has 45.7% 48.9% 6/11 41.4% 5/10  50.8% N/A N/A
improved profitability
Technolog_y the business invested in Conjputer Conjputer N/A Conjputer N/A N/A N/A N/A
most heavily over the past 12 months equipment equipment equipment
Consider the business likely to be M7%  375% 411 454% 410 19.6% NA  NA
cyberattacked in next 12 months
Reviewed the business’s
cybersecurity protections in last six 45.0% 45.9% 4/11 37.2% 9/10 N/A N/A N/A
months
More than 10 per cent of sales is
received through digital payment 51.1%  60.1% 741  47.7% 510 330% NA  NA

options such as PayPal, Alipay,
WeChat Pay

Factors that had positive and negative influences on business

Top four factors that had a positive influence on small

business in 2019

Top four factors that had a positive influence on small
business in 2018

Customer loyalty

Customer loyalty

Improved customer satisfaction

Improved customer satisfaction

Good staff

Good staff

Improved business strategy

Improved business strategy

Top four factors that had a negative impact on small

business in 2019

Top four factors that had a negative impact on small
business in 2018

Increasing costs

Increasing costs

Increasing competition

Increasing competition

Pooroverall economic environment

Pooroverall economicenvironment

Fluctuations in the value of the local currency

Fluctuations in the value of the local currency
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Impact of a trade war

Survey
2019 average
2019

Rank Rank
2019 ik 2018

Possible trade war between the US and a range of other
economies will have a negative impact on your business in 39.3% 33.1% 4/11 33.6% 7110
next 12 months

Demographics

Survey
2019 average

2019

Business has been established for 10

years or less 73.0% 65.4% 4/11 73.7% 4/10 70.2% 73.3% 73.9%

Respondent is aged under 40 64.0% 54.7% 5/11 61.5% 5/10 57.6% 76.9% 74.2%

Respondent is the business owner 51.3% 42.5% 6/11 55.6% 4/10 41.7% 332% 46.8%

Business has 10 to 19 employees 19.0% 34.6% 9/11 21.4% 8/10 32.0% 47.2% 31.9%
Summary

Small business conditions were positive in Malaysia in 2019, with over two thirds (67.7 per
cent) of respondents stating their business grew, up from 65.5 percentin 2018. The result
was better than fellow ASEAN member Singapore (where 54.4 per cent reported growing),
but lower than Vietnam (92.4 per cent), Indonesia (86.9 per cent) and the Philippines (83.4
per cent).

While the survey results in 2019 for Malaysia were generally positive, Malaysian small
businesses also reported challenges, with increasing costs, especially the cost for materials,
seen as the largest barrier to growth. Difficulty in accessing finance was also a challenge for
many Malaysian small businesses in 2019, with only 15.8 per cent finding it easy or very
easy to access external finance, the lowest of the markets surveyed.

It is not surprising to see that most small businesses in Malaysia reported growing in 2019.
Throughoutthis survey series, Malaysia’s small businesses have typically shown they have a
focus on factors that are linked to long-term growth, including innovation, e-commerce and
technology. They also show they have a strong focus on positive influences of growth,
especially:

e improved customer satisfaction
e good staff
e improved business strategy.

More than a quarter (26.7 per cent) of Malaysia’s small businesses stated that they added
staff in 2019, reflecting robust growth for the sector.

Small businesses from Malaysia continue to be relatively strong users of digital technologies,
particularly in comparison to their competitors from Australia, Singapore and New Zealand.
Nearly half of Malaysian businesses surveyed (47.5 per cent) earned more than ten per cent
of their revenue from online sales.
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Further, an overwhelming majority use social media for business purposes, with 48.0 per
cent stating that they use it to sell their products or services.

Malaysia’s small businesses have also increased their usage of digital payment options, such
as Alipay, PayPal and iPay88. More than half (51.1 per cent) stated that they earned more
than 10 per cent of their sales through such technology compared with 47.7 percent in 2018.
Despite this, cash remains important to many Malaysian small businesses with 62.0 per cent
stating that cash made up 50 per cent or more of their sales, higher than the survey average
of 43.5 per cent.

With many of Malaysia's small businesses (45.7 per cent) stating that their investment in
technology in 2019 has already been profitable, and the strong linkage between growth and
technology, it is of no surprise that Malaysia’s businesses are making greater use of digital
payment technologies and other technologies more generally.

This relatively strong focus on technology is flowing through to concerns over the security of
systems, with 41.7 per cent of respondents from Malaysia stating that they believe it is likely
their business will be cyberattacked in 2020. As a response, Malaysia’s small businesses are
taking cybersecurity seriously, with 45.0 per cent stating that they reviewed their
cybersecurity measures in the past six months.

Small businesses from Malaysia continue to have a reasonable focus on innovation,
particularly in comparison to Australia, Hong Kong, New Zealand, Singapore and Taiwan,
with 21.3 per cent stating that they will innovate in 2019. This innovative culture will support
long-term growth and help to improve the competitiveness of Malaysia’s businesses.

The number of Malaysian small businesses that required external finance in 2019 (58.9 per
cent) was up from 2018 (55.0 per cent). Part of this increase can be attributed to less difficult
financing conditions, with 41.7 per cent indicating that access to external finance was difficult
or very difficultin 2019, compared with 46.0 per cent in 2018.

Global trade war concerns are impacting Malaysian small businesses, with over athird (39.3
per cent) expecting that this issue should have a negative impact on their business in 2020,
above the survey average of 33.1 per cent. However, for some, such atrade conflict could
create opportunities, with 20.0 per cent of Malaysian small businesses stating that they
expect a trade war to have a positive impact on their business.

We see the future of Malaysia’s small business sector as positive. With many of Malaysia’s
small businesses having characteristics connected with growth — afocus on technology, e-
commerce, improving customer satisfaction, improving business strategy and innovation, we
are likely to see much of this sector recover relatively quickly from COVID-19.
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Business and economic growth

Small businesses thatreported growing in Small businesses that expect to grow in next
the previous 12 months - New Zealand 12 months - New Zealand against survey
against survey average average
90% 90%
70% — 70%
50% ,/ NG 50% v
30% T T T T ) 30% T T T T T T T )
2014 2015 2016 2017 2018 2019 2011 2012 2013 2014 2015 2016 2017 2018 2019
e===Syrvey average emmmsNew Zealand === Survey average e New Zealand

Survey

average

2019
Businesses that grew in the last 12 49.7% 65.8% 911  574% 710 585% 58.1% 56.3%
months
Businesses that expect to grow in 56.7% 68.2% 711 63.2% 610 61.8% 71.1% 65.6%

the next 12 months

Businesses that expect the local
economy to grow in the next 12 38.3% 59.1% 9/11 46.5% 710 39.9% 61.5% 53.1%

months
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Business activity over the past 12 months

Survey

average

2019
Increased employee numbers 14.7% 32.5% 9/11 18.4% 810 141% 19.6% 16.4%
Improved business management had a
major positive impact on their 11.7% 17.6% 9/11 10.6% 910 12.7% 15.6% 15.4%
business
Increasing costs had a major negative 33 7o, 33.8% 611 384%  7/10 27.5% 26.6% 25.1%
impact on their business
Required funds from an external 28.7% 52.2% 1011 252% 910 317% 252%  27.0%
source
Sought external funds for business 314%  540%  10M1 37.2% 910 320% 368% 25.0%
growth
Found it easy or very easy to access 41.9% 31.6% 341  513%  1/10 423% 48.7% 50.0%

external finance

A bank was the business’s main

. 47 7% 36.2% 2/11 57.7% 1/10 454% 48.7% 41.7%
source of external finance

Planned business activity over the next 12 months

Survey

average
Expect to increase employee numbers 19.3% 42.7% 9/11 21.0% 9/10 17.6% 24.3% 19.9%
Will introduce a new product, service
or process unique to their market or 7.3% 25.8% 10/11 7.7% 9/10 9.2% 10.6% 6.8%
the world
Expect revenue from overseas markets ;o 47 4o, 811  55% 910  82%  60% 7.1%
to grow strongly
Will seek external funds 9.7% 23.3% 8/11 5.8% 10/10 9.8% 8.6% 8.0%
Expect easy to very easy access to 3229%  27.4% 311 302% 3110  26.7% 245% 39.1%

finance
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Social media, e-commerce and technology

Survey

average 2016 2015
2019

Did NOT earn any

revenue from online 55.3% 26.2% 2/11 50.6% 2/10 52.6% 59.1% 58.2%
sales

Did NOT use social

media for business 39.3% 18.9% 2/11 38.1% 2/10 40.8% 40.2% 41.2%
purposes

Investment in

technology by the

business over the past 23.0% 48.9% 10/11 25.8% 9/10  26.8% N/A N/A
12 months has

improved profitability

Technology the

business |_nvested in Computer  Computer N/A Computer N/A N/A N/A N/A
most heav“y over the equment eqU|pment eqU|pment

past 12 months

Consider the business

likely tobe 18.7% 37.5%  10M1  19.0% 940 196% NA  NA
cyberattacked in next

12 months

Reviewed the

business’s

cybersecurity 35.0% 45.9% 9/11 39.0% 8/10 N/A N/A N/A
protections in last six

months

More than 10 per cent

of sales is received

through digital 42.1% 601%  9M1  391% 810 330% NA  NA
payment options such

as PayPal, Alipay,

WeChat Pay

Factors that had positive and negative influences on business

Top four factors that had a positive influence on small Top four factors that had a positive influence on small
business in 2019 business in 2018
Customer loyalty Customer loyalty
Good staff Good staff
Improved customer satisfaction Improved customer satisfaction
Costcontrol Costcontrol
Introduced anew productor service?

A equalfourth
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Top four factors that had a negative impact on small Top four factors that had a negative impact on small
business in 2019 business in 2018

Increasing costs Increasing costs

Tax Increasing competition

Governmentregulation Tax*

Increasing competition Cash flow difficulties

. . Go i
Pooroverall economicenvironment vernmentregulations#

A equalsecond # equalfourth

Impact of a trade war

Survey

e average 2019

Possible trade war between the US and a range of other
economies will have a negative impact on your business in 26.3% 33.1% 8/11 19.7%  10/10
next 12 months

Demographics

Survey
2019  average 2016 2015

2019

Business has been established for 10

years or less 49.4% 65.4% 10/11 51.3% 9/10 51.6% 50.8% 55.6%

Respondent is aged under 40 25.0% 54.7% 10/11 27.1% 9/10 248% 17.9% 25.7%

Respondent is the business owner 62.7% 42.5% 4/11 63.9% 3/10 63.4% 58.5% 57.6%

Business has 10 to 19 employees 12.0% 34.6% 10/11 10.3% 9/10 14.4% 11.3% 122%
Summary

Small business conditions in New Zealand were generally weaker in 2019 than in 2018, with
less than half of respondents stating their business grew. 49.7 per cent of businesses
reported that they grew in 2019, higher than Australia (35.3 per cent) and Hong Kong (37.0
per cent) but lower than the survey average of 65.8 per cent and significantly less likely than
Vietnam (95.0 per cent).

Reflecting generally weaker business conditions in 2019, 14.7 per cent of New Zealand’s
small businesses reported that they added to their employee numbers in 2019, compared
with 18.4 per centin 2018.

A greater number of New Zealand’s small businesses would experience growth if they
increased their focus on innovation, technology, social media and exporting. While there are
examples of innovative, tech-savvy and outward-looking New Zealand small businesses, the
survey results show that they represent only a small number of small businesses, especially
in comparison to small businesses from Mainland China, Indonesia and Vietnam.
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New Zealand’s small businesses continue to lag competitors from Asia in the application of

technology in their business. For example:

¢ New Zealand’s small businesses continue to be significantly less likely to use social
media for business purposes, compared with businesses from Asia, with 39.3 per cent
stating that they do not use social media for business purposes, compared with only 1.7
per cent of businesses from Mainland China.

e New Zealand’s small businesses continue to be significantly less likely to earn revenue
fromonline sale, with 55.3 per cent stating that they do not earn any revenue from online
sales, compared with only 2.1 per cent of businesses from Mainland China. However, we
expect this result to improve due to COVID-19 and New Zealand’s small businesses
being the most likely to nominate website as the technology they invested in most heavily
during 2019.

e While New Zealand’s small businesses are one of the least likely to rely on cash sales,
this is not translating into the adoption of new digital payment technologies, such as
Apple Pay, Alipay and WeChat Pay, with only 42.1 per cent of New Zealand businesses
generating more than 10 per cent of their sales from such payment technology,
compared with 91.4 per cent of businesses from Mainland China.

e Thelack of focus on technologyis flowing throughto only 18.7 per cent of New Zealand
small businesses expecting a cyberattack in 2020, the second lowest result of the
markets surveyed. Despite this, 35.0 per cent reviewed their cybersecurity in the past six
months

A possible explanation for the relatively lower use of technology is the lack of return many
are receiving on their investment in technology. Only 23.0 per cent of New Zealand’s small
businesses reported that their investmentin technology in 2019 had already been profitable,
compared with the survey average of 48.9 per cent. Another explanation is the age profile of
New Zealand’s small business owners, which is significantly older than in Asia, with over half
of respondents (55.3 per cent) aged 50 or over and athird aged 60 or over. The survey
results show that those aged 50 or over are significantly less likely to be using technology,
such as social media, or selling online.

Policymakers and others seeking to promote growth in New Zealand’s small business sector
should consider how to improve the digital capability of small business owners. With small
business owners being time poor and often reluctant or unable to bring in expertise,
professional advisers such as accountants should be supported by the governmentto
improve capabilities of the small business sector.

Small businesses in New Zealand remain significantly less likely to expect to invest in
innovation than small businesses from the Asian markets surveyed. This may be impacting
the growth of some of New Zealand’s small businesses, with the survey results showing that
businesses which stated that they will undertake innovation in 2020 being significantly more
likely to expect their business to grow.

New Zealand’s small businesses remain much less likely to expect to earn revenue from
exporting than their peers from Asia. The survey results show that businesses which are
expecting to grow their revenue from overseas sales are significantly more likely to forecast
that they will grow. Again, the government — with the assistance of professional advisers, can
help to build the export capability of some small businesses.

New Zealand’s small businesses continue to remain significantly less likely to have sourced
funds from an external lenders and investors than small businesses from Asia (28.7 per cent,
compared with the survey average of 52.2 per cent). The low number of small businesses



95 | THE CPA AUSTRALIA ASIA-PACIFIC SMALL BUSINESS SURVEY 2019-20

accessing external finance in 2019 is primarily driven by a lack of need for finance and does
not appear to be the result of difficultlending conditions. Of those New Zealand small
businesses that accessed external finance in 2019, 41.9 per cent found the experience easy
or very easy; the third highest result of the markets surveyed.

With a significant percentage of New Zealand’s small business owners close to, or at,
retirement age, the lack of focus on new technologies, innovation and new markets may
mean that many may experience along and difficult recovery from COVID-19.
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Business and economic growth

Small businesses that reported growing
in the previous 12 months - Philippines

Small businesses that expectto grow in
next 12 months - Philippines against

against surveyaverage surveyaverage
94.2% 93.4%
90% 84.09 83:0% 90% !
C= —=0
oo 66.3% 65.8% 209, 68.8% 68.2%
. () —ﬁi
50% 50%
300/0 r T 1 30 o/o r T 1
2018 2019 2018 2019
=@==Survey average ==@=Philippines =@=Survey average =@ Philippines

Survey
average Rank 2018
2019
Businesses that grew in the last 12 months 83.0% 65.8% 3/11 84.0% 3/10
Businesses that expect to grow in the next 12 months 93.4% 68.2% 2/11 94.2% 1/10
Businesses that expect the local economy to grow in the
next 12 months 83.3% 59.1% 2/11 81.8% 2/10

Business activity over the past 12 months

Survey
2019 average
2019
Increased employee numbers 39.0% 32.5% 5/11 38.2% 4/10
Improve_d business management had a major positive impact on 19.7% 17.6% 6/11 36.4% 1710
the business
Increasing costs had a major negative impact on their business 34.1% 33.8% 5/11 50.2% 2110
Required funds from an external source 58.0% 52.2% 6/11 62.7% 4/10
Sought external funds for business growth 54.8% 54.0% 5/11 57.4% 5/10
Found it easy or very easy to access external finance 18.6% 31.6% 9/11 24.8% 6/10
A bank was the business’s main source of external finance 28.8% 36.2% 8/11 30.5% 8/10
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Planned business activity over the next 12 months

Survey

il average
Expect to increase employee numbers 54.1% 42.7% 5/11 61.8% 3/10
WiII_ introduce a new product, service or process unique to 32 59, 25.8% 5/11 35.6% 110
their market or the world
Expect revenue from overseas markets to grow strongly 27.5% 17.1% 1/11 28.0% 2110
Will seek external funds 18.7% 23.3% 5/11 26.7% 4/10
Expect easy to very easy access to finance 14.5% 27.4% 9/11 23.9% 6/10

Social media, e-commerce and technology
Survey average Rank Rank

2019 2019 2019 2018 o018
Did NOT earn any revenue from online sales 21.3% 26.2% 7/11 22.7% 710
Did NOT use social media for business purposes 14.1% 18.9% 7111 10.2% 8/10
Investment ip technology l?y ﬂ?t_a business over the past 12 67.5% 48.9% 3/11 76.4% 310
months has improved profitability
Technology the business invested in most heavily over the =~ Computer Computer N/A Computer N/A
past 12 months equipment equipment equipment
Consider the business likely to be cyberattacked in next 12 33.19% 37 5% 7111 28.9% 8/10
months
R_ewewed the business’s cybersecurity protections in last 34.8% 45.9% 1011 40.0% 6/10
six months
More than 10 per cent of sales is received through digital 47.29% 60.1% 8/11 43.1% 6/10

payment options such as PayPal, Alipay, WeChat Pay

Factors that had positive and negative influences on business

Top four factors that had a positive influence on small

business in 2019

Customer loyalty

Improved customer satisfaction

Top four factors that had a positive influence on small
business in 2018

Customer loyalty

Improved customer satisfaction”

Good staff

Good staff

Improved business strategy

Improved business strategy

A equal first
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Top four factors that had a positive influence on small

business in 2019

Top four factors that had a positive influence on small
business in 2018

Increasing competition

Increasing costs

Increasing costs

Increasing competition

Tax

Tax

Cash flow difficulties

Fluctuationsin local currency

Impact of a trade war

Survey
Rank Rank
2019 average 2018
2019 2019 2018
Possible trade war between the US and a range of other
economies will have a negative impact on your business in 26.2% 33.1% 9/11 34.7% 7/10
next 12 months
Demographics
STy Rank Rank
2019 average 2019 2018 2018
2019
Business has been established for 10 years or less 82.6% 65.4% 2/11 83.1% 1/10
Respondent is aged under 40 64.9% 54.7% 4/11 65.3% 4/10
Respondent is the business owner 69.5% 42.5% 2/11 64.9% 2/10
Business has 10 to 19 employees 22.0% 34.6% 7/11 26.7% 6/10

Summary

Conditions were very positive for small businesses in the Philippines in 201 9, with more than
eight in ten (83.0 per cent) reporting that they grew. This is the third highest result of the
markets surveyed, only behind Vietnam and Indonesia, and well above the survey average of

65.8 per cent.

In addition to the overall result, 26.9 per cent of businesses stated that their growth in 2019
was very strong — the third highest result of the markets surveyed. In comparison, only 5.3
per cent of Hong Kong’s businesses recorded very strong growth in 201 9.

Reflecting the very positive business conditions, 39.0 per cent of small businesses in the
Philippines stated that they added to their employee numbers in 201 9.

One factor driving strong business growth is the relatively strong uptake of new technologies
by small businesses in the Philippines. Many Filipino small businesses sell online, with 49.8
per cent stating that more than 10 per cent of their revenue comes from online sales. Further,
an overwhelming majority of Filipino small businesses use social media, and they are most
likely to use social media to communicate with existing customers.

More small businesses in the Philippines should consider new digital payment technologies,
such as PayPal, PayMaya and Globe Telecom. That is, 47.2 per cent of Filipino small
businesses receive more than 10 per cent of their sales through such technologies compared
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with 91.4 per cent of small businesses from Mainland China.

One reason for this slow uptake of digital payment technologies is the high reliance small
businesses in the Philippines place on cash, with 80.3 per cent of businesses stating that it
makes up 50 per cent or more of their sales, the highest result of the markets surveyed.
Given the broad cross-section of industries represented in the Philippines survey sample, it
can be assumed that many business-to-business transactions are still cash transactions.

Considering the strong focus on digital technologies (except for digital payment
technologies), it is surprising that only 33.1 per cent of small businesses in the Philippines
expect to be cyberattacked in 2020, which is below the survey average of 37.5 per cent.

The strong investment in technology in the Philippines is producing benefits foralarge
percentage of the nation’s small businesses, with 67.5 per cent stating that their investment
in technology in 2019 has already improved their profitability — well above the survey average
of 48.9 per cent. This result, plus the changes to consumer behaviour driven by COVID-19
will no doubt encourage further investment in technology and assist Filipino small businesses
to become more globally competitive.

The Philippines’ small business sector is highly innovative, with 32.5 per cent stating that
they will introduce atotally new product, process or service to the Philippines or the world in
2020; above the survey average of 25.8 per cent. Thisinnovative culture s likely to
contribute to the Philippines small business sector recording strong growth in the coming
years.

Of course, while the survey results are overwhelmingly positive for the Philippines,
businesses also report challenges, with increasing competition and increasing costs seen as
the largest barriers to growth. However, competition is likely to have positive long-term
implications, as it helps to encourage innovation and expansion into new markets — essential
ingredients to growth.

The strong growth of small businesses in the Philippines is not necessarily being reflected in
the demand for external finance, especially in comparison to the other high growth markets of
Vietnam, Indonesia and Mainland China. This may reflect that Filipino small businesses are
making better use of their existing assets, and/or they are able to largely fund their growth
and capital asset needs frominternal sources. Respondents from the Philippines were much
more likely to find that accessing finance was difficult than easy, which may also explain the
relatively lower demand for external finance.

The results for the Philippines small business sector are very positive. With significant
numbers of Filipino small businesses having characteristics strongly connected with growth —
a focus on technology, e-commerce, improving customer satisfaction, improving business
strategy and innovation, we are likely to see this sector recover quickly from COVID-19 and
then grow strongly for some time to come.
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Business and economic growth

Small businesses that reported growing
in the previous 12 months - Singapore
against survey average
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Small businesses that expectto grow in
next 12 months - Singapore against
surveyaverage
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Survey
average
2019

Businesses that grew in the last 12 months  50.2% 65.8% 8/11 58.7% 6/10 475% 54.8% 58.7%
Businesses thatexpect to grow in thenext 5535 gg oo, 911  60.7% 810 57.0% 51.3% 56.5%
12 months
Businesses thatexpect the local economy 5959, 59 19, 811  531% 610 55.1% 39.4% 48.1%
to grow in the next 12 months
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Business activity over the past 12 months

Survey
2019 average 2016 2015
2019

Increased employee numbers 18.7% 32.5% 711 21.1% 6/10 20.3% 19.7% 19.7%
Improved business management had a 14.1% 17.6% 811  201% 710 18.7% 16.8%  20.3%
major positive impact on their business
Increasing costs had a major negative 36.1% 33.8% 311  459% 310 42.0% 41.9%  36.1%
impact on their business
Required funds from an external source 31.5% 52.2% 9/11 38.3% 710  40.0% 52.6%  43.5%
Sought external funds for business 458%  54.0% 911  629% 310 525% 521% 526%
growth
Found it easy or very easy to access
external finance 29.2% 31.6% 5/11 14.7% 9/10 18.0% 245% 34.1%
A bank was the business’s main source of g jo, 36.2% 911  422% 510 35.2% 41.4%  38.5%
external finance

Planned business activity over the next 12 months

Rank

2020  Survey an 2018 2017 2016
average 2019

Expect to increase employee numbers 31.1% 42.7% 7/11 32.0% 6/10 26.6% 29.0% 27.7%

Will introduce a new product, service or 134%  25.8% 711 139% 7100 13.1% 87% 15.2%

process unique to their market or the world

Expect revenue from overseas markets to 128%  17.1% 711 182% 510  115% 11.3% 17.7%

grow strongly

Will seek external funds 9.2% 23.3% 9/11 16.2% 7/10 12.5% 16.1% 15.8%

Expect easy to very easy access to finance 23.4% 27.4% 6/11 12.0% 8/10 124% 15.0% 28.3%

N equal seventh with Taiwan
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Social media, e-commerce and technology

Survey

2019  average Hank 501 Rank 5500 2016 2015
2019 2019 2018

Did NOT earn any revenue from online sales 39.0% 26.2% 3/11 38.0% 310 37.7% 35.5% 33.2%
Did NOT use social media for business 27.9%  189% 311  221% 310 203% 22.3% 18.1%
purposes
Investment in technology by the business
over the past 12 months has improved 35.1% 48.9% 8/11 31.4% 8/10 35.1% N/A N/A
profitability
Tech_nology the business invested in most CO”}PUter CO"}PUtef nwa  Computer N/A N/A N/A
heavily over the past 12 months equipment  equipment equipment
Consider your business likely tobe 295%  375% 911  304% 710 354% NA  N/A
cyberattacked in next 12 months
Reviewed your business’s cybersecurity 311%  459% 1111 340% 1010 NA NA  N/A
protections in last six months
More than 10 per cent of sales is received
through digital payment options such as 51.3% 60.1% 6/11 42.7% 710  36.4% N/A N/A

PayPal, Alipay, WeChat Pay

Factors that had positive and negative influences on business

Top four factors that had a positive influence on small

business in 2019

Customer loyalty

Top four factors that had a positive influence on small
business in 2018

Customer loyalty

Good staff

Improved business strategy

Improved customer satisfaction

Costcontrol

Costcontrol

Improved customer satisfaction

Top four factors that had a negative impact on small

business in 2019

Increasing competition

Increasing costs

Top four factors that had a negative impact on small
business in 2018

Increasing costs®

Increasing competition

Pooroverall economicenvironment

Pooroverall economicenvironment

Difficulty expanding into new markets

Increasing rent

A equal first
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Impact of a trade war

Survey

2019  average Fz‘g:‘g 2018 Zg:"s‘
2019

Possible trade war between the US and a range of other economies 41.3% 33.19% 3/11 38.9% 5/10
will have a negative impact on your business in next 12 months ’ ’ '

Demographics

Survey
average Rank 2018

2019

Business has been

established for 10 years 63.6% 65.4% 7111 64.4% 6/10 623%  65.2%  65.5%
or less
Respondent is aged 44.6% 54.7% 8/11 44.6% 7110 436%  513%  47.7%
under 40
Respondent is the 49.5% 42.5% 711 37.6% 6/10 354%  32.6%  34.2%
business owner
Business has 10 to 19 21.3% 34.6% 8/11 31.7% 5/10 325%  48.4%  33.2%
employees

Summary

The performance of Singapore’s small businesses in 2019 was reasonably positive, with the
majority (50.2 per cent) stating that their business grew, though this was a decline from 2018,
where 58.7 per cent grew.

There is also a small decrease in the percentage of Singaporean small businesses that
added staff over the past 12 months, with 18.7 per cent adding to their staff numbers in 2019
—down from21.1 per centin 2018; though Singaporean small businesses remain the most
likely of the developed economies in the survey to have added staff.

The major challenges Singapore’s small businesses faced in 2019 were increasing costs and
increasing competition — with this being the case for several years. Singapore’s small
businesses were the fourth most likely of the markets surveyed to select increasing
competition as a barrier to their growth. However, this is not necessarily negative, as it can
be beneficial to businesses in the long-term as it encourages them to undertake activities
and make investments to stay ahead of competitors, especially in the areas of innovation,
exporting and technology, as well as having a stronger customer focus.

Singaporean small businesses were most likely to nominate staff costs as the cost increase
most detrimental to their business in 2019, followed by utility costs. Given concerns over
increasing staff costs, it is of no surprise that many Singaporean small businesses nominated
good staff as having a positive influence on their business in 2019.

Slightly fewer of Singapore’s small businesses state that they will innovate through the
introduction of anew product, service or process in 2020 (13.4 per cent) thanin 2019 (13.9
per cent).
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Singapore’s small businesses typically have a strong focus on using digital technologies in
their business, especially in comparison to Australian small business, although there is room
for improvement. Forexample, with 35.7 per cent of Singapore’s small businesses
generating more than 10 per cent of their revenue online compared with the survey average
of 51 per cent. Further, there is a strong link between online sales and business growth.

An overwhelming majority of small businesses in Singapore use social media for business
purposes, with only 27.9 per cent saying that they did not use social media, although this is
still above the survey average of 18.9 per cent. This suggests that there are opportunities for
Singapore’s small businesses to expand their usage of social media for business purposes.
The survey results show that businesses that use social mediato communicate with existing
customers and to promote their business to potential customers, are much more likely to be
growing strongly.

Around 70 per cent of Singapore’s small businesses receive payment from digital and mobile
payment options such as Alipay, Apple Pay and WeChat Pay, up from around 66 per cent in
2018 and around 57 per cent in 2017. With Singapore’s excellent communications
infrastructure and world-leading support for small businesses wishing to grow their digital
presence, we expect more Singaporean small businesses to adopt digital payment
technologies in the next 12 months.

Investment in technology is also producing benefits for many of Singapore’s small
businesses, with 35.1 per cent of respondents stating that their investment in technology in
2019 had already improved profitability, up from 31.4 per cent in 2018. With increasing
concerns over costs, investmentin technology may also help Singapore’s small businesses
better control costs.

Singapore’s small businesses typically do not believe that their systems will experience a
cyberattack in 2020, with only 29.5 per cent stating that a cyberattack is likely, less than the
survey average of 37.5 per cent. Given this result, it is not surprising that 31.1 per cent of
Singapore’s small businesses reviewed their cybersecurity in the past six months. We would,
however, suggest that Singapore’s small business should have a stronger focus
cybersecurity. Government programs such as Go Safe for Business can assist smalll
business with their cybersecurity.

Singapore’s small businesses remain somewhat reluctant to seek external finance. Only 31.5
per cent of businesses required external funds in 2019, the lowest percentage since the
survey began collecting data on this issue. This may reflect positively on the management
capability of Singapore’s small businesses as they are making better use of existing assets to
grow their business. Further, it suggests that some are funding their growth through internal
sources, which reflects better cash flow management.

While Singapore’s small businesses do reasonably well on using digital technologies in their
business, a stronger focus on such technologies, as well as innovation will be important for
their recovery from COVID-19 and beyond.


https://www.csa.gov.sg/gosafeonline/go-safe-for-business/smes
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Business and economic growth

Small businesses thatreported
growingin the previous 12 months -
Taiwan against survey average
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Small businesses that expectto grow in
next 12 months - Taiwan against survey

average
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Survey
average
2019
Businesses that grew in the last 12 months 53.2% 65.8% 711 571%  8/10
Businesses that expect to grow in the next 12 months 53.2% 68.2% 811 62.7% 710
zt:)sr:?rf:ses that expect the local economy to grow in the next 12 42.09, 59.1% 741 442% 810

Business activity over the past 12 months

Survey
average
2019

Increased employee numbers 17.6% 32.6% 8/11 20.8% 7/10
Improve:d business management had a major positive impact on 11.3% 17.6% 10/11 13.9% 8/10
the business
Increasing costs had a major negative impact on the business 29.6% 33.8% 9/11 29.4% 10/10
Required funds from an external source 40.5% 52.2% 8/11 37.3%  8/10
Sought external funds for business growth 48.4% 54.0% 7/11 46.0%  8/10
Found it easy or very easy to access external finance 25.4% 31.6% 711 21.2% 7110
A bank was the business’s main source of external finance 26.2% 36.2% 10/11  29.2%  10/10

4Forthe purpose ofthis survey, data collected from small businesses in Taiwan and Hong Kong are shown

separately from the data collected for the rest of China
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Planned business activity over the next 12 months

Survey

average

Expect to increase employee numbers 22.3% 42.7% 811  294% 7110

Will introduce a new product, service or process unique to their

O, O, [ A
market or the world 13.3% 25.8% 8/11 13.9%  7/10

Expect revenue from overseas markets to grow strongly 6.0% 17.1% 9/11 10.6%  7/10
Will seek external funds 8.3% 23.3% 10/11 11.9% 8/10
Expect easy to very easy access to finance 22.8% 27.4% 7/11 19.5% 7/10

A equal seventh with Singapore

Social media, e-commerce and technology

Survey

2019 average 23? gl; 2018 23:1 8k
2019

Did NOT earn any revenue from online sales 32.2% 26.2% 4/11 34.0% 4/10
Did NOT use social media for business purposes 18.6% 18.9% 5/11 16.8% 4/10
Investment |_n technology l?y tr.u.e business over the past 12 38.5% 48.9% 7111 33.0% 6/10
months has improved profitability
Technology your business invested in most heavily over Computer  Computer N/A Computer N/A
the past 12 months equipment  equipment equipment
Consider yom_Jr business likely to be subjected to a 33.9% 37 5% 6/11 37.3% 6/10
cyberattack in next 12 months
R.ewewed your business’s cybersecurity protections in last 38.9% 45.9% 6/11 42.99, 5110
six months
More than 10 per cent of sales is received through digital o o o
payment options such as PayPal, Alipay, WeChat Pay 31.5% 60.1% A 31.4% 10710

Factors that had positive and negative influences on business in 2019

Top four factors that had a positive influence on small Top four factors that had a positive influence on small
business in 2019 business in 2018

Customer loyalty Customer loyalty

Costcontrol Good staff

Good staff Costcontrol

Introduced anew productor service Introduced anew productor service
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Top four factors that had a negative impact on small Top four factors that had a negative impact on small
business in 2019 business in 2018
Increasing costs Increasing costs
Pooroverall economicenvironment Pooroverall economicenvironment
Staff cost Increasing competition
Increasing competition Staff cost?
Political instability

A equalfourth

Impact of a trade war

Survey Rank Rank

2019 .verage 2019 2019 2018 g8

Possible trade war between the US and a range of other

economies will have a negative impact on your business in 38.9% 33.1% 5/11 41.6%  3/10
next 12 months

Demographics

Survey

2019 average Zg?g 2018 Zg?g

2019
Business has been established for 10 years or less 56.5% 65.4% 8/11 60.4% 710
Respondent is aged under 40 44.2% 54.7% 9/11 44.9% 6/10
Respondent is the business owner 13.6% 42.5% 9/11 14.2% 8/10
Business has 10 to 19 employees 23.9% 34.6% 6/11 21.5% 710

Summary

The performance of Taiwan’s small businesses in 2019 was generally positive although
slightly weaker than in 2018, with 53.2 per cent stating that their business grew in 2019,
compared with 57.1 per centin 2018.

Reflecting 2019 being slightly more subdued year for Taiwan’s small businesses, only 17.6
per cent added to their headcountin 2019, down from 20.8 per centin 2018.

While Taiwan does well in comparison to Australia on their use of digital technologies, there
is room for astronger focus on the following important drivers of growth:

¢ Online sales. While Taiwan does relatively well in comparison to Australia, Mainland
China’s small businesses are the clear leaders in e-commerce in the region with 86.3 per
cent of businesses generating more than 10 per cent of their revenue online.

¢ Using digital payments technology. Taiwan’s small businesses were the least likely of the
markets surveyed to be generating more than 10 per cent of their sales through digital
and online payment technologies, such as PayPal, Apple Pay and WeChat Pay. Only
31.5 per cent of Taiwan’s small businesses generated more than 10 per cent of their

sales through such technology, in comparison to 91.4 per cent of small businesses from
Mainland China.
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¢ Using social media to improve understanding of customers. Taiwan’s small business
should find that using social media to gain a better understanding of customer
behaviours, and to receive and monitor customer feedback, will help with growth.

e Cybersecurity. While 38.9 percent of Taiwan’s small businesses reviewed their
cybersecurity measures in the past six months, this was below the survey average of
45.9 per cent.

Overall, only 10.6 per cent of Taiwan’s small businesses stated that technology had one of
the most positive impacts on their business in 2019, compared to the survey average of 20.0
per cent and 45.7 per cent in Vietham.

We make these suggestions as the survey results indicate that there is alink between a
focus on digital and e-commerce adoption and business growth. Further, with businesses
from Taiwan indicating that staff costs were the costs most detrimental to their business in
2019, a stronger focus on technology, such as automation, can reduce the need for staff or
free up staff to perform higher value-added tasks.

Taiwan’s small businesses faced several challenges in addition to global trade tensions in
2019, with increasing costs being the issue Taiwan’s businesses are most likely to nominate
as a barrier to growth. Other issues of concern include local economic conditions, staff cost,
and increasing competition.

In addition to a stronger focus on technology, Taiwan’s small businesses would also benefit
froma greater focus on innovation as only 13.3 per cent of Taiwan’s businesses declared
they will innovate in 2020 compared with the survey average of 25.8 per cent and 45.6 per
cent of businesses from top-ranked Mainland China.

While 53.2 per cent of Taiwan’s businesses grew in 2019, only 40.5 per cent required funds
from an external source. This reflects positively on the management capability of Taiwan’s
small businesses, as they are making better use of existing assets to grow their business.
Further, it suggests that some are funding their growth from internal sources, which reflects
good cash flow management.

The relatively low level of demand for finance may also reflect that many did not experience
easy conditions when seeking external finance in 2019, with only 25.4 per cent stating that
they found access to finance easy, below the survey average of 31.6 per cent.

More of Taiwan’s small businesses need to increase their use of digital technologies in their
business, including online sales, as well as having a stronger focus on customer satisfaction
if they are going to recover from the negative business impacts of COVID-19 quickly.
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Business and economic growth

Small businesses that reported growing in the Small businesses that expectto grow in
previous 12 months - Vietham against survey next 12 months - Vietnam against survey
average average
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Survey

average 2017 2016

2019
Businesses that grew in the last 12 95.0% 65.8% 111 90.0% 110 90.7% 89.0% 89.0%
months
Businesses thatexpect togrowinthe o520 ggog, 111 913% 310 93.7% 93.9% 93.5%
next 12 months
Businesses thatexpect the local 95.0% 59.1% 111 922% 110 85.0% 858% 91.0%
economy to grow in the next 12 months
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Business activity over the past 12 months

Survey

average 2017 2016 2015
2019

Increased employee numbers 42.7% 32.5% 3/11 56.0% 110 64.8% 53.9% 48.1%

Improved business managementhada 5540, {769, 411  294% 310 289% 255%  41.0%
major positive impact on the business

Increasing costs had a major negative 5500, 3389 111 434% 410 29.6% 432% 57.1%
impact on the business

Required funds from an external 88.7%  52.2% 111 780% 210 90.0% 81.3% 85.8%
source
Sought external funds for business 67.3%  54.0% 111 704% 210 47.6% 635% 70.3%
growth
Foundit easy or very easy to access 17.3%  31.6% 1011  286% 510 27.7% 23.0% 29.7%

external finance

A bank was the business’s main 84.6%  36.2% 111 469% 310 46.1% 508% 62.8%
source of external finance

Planned business activity over the next 12 months

Survey Rank

2029 average 2020 2018 2017
Expect to increase employee numbers 72.0% 42.7% 1/11 73.1% 1/10 67.4% 70.6% 66.1%
Will introduce a new product, service
or process unique to their market or 37.0% 25.8% 3/11 33.7% 2/10 41.9% 31.0% 26.1%
the world

Expect revenue from overseas markets

220%  17.1% 541  29.4% 110 512% 26.8% 19.7%
to grow strongly
Will seek external funds 68.0% 23.3% 1/11 38.5% 1/10 54.8% 445% 47.1%
Expect easy to very easy access to 145%  27.4% 811  26.6% 410 242% 22.9% 22.9%

finance
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Social media, e-commerce and technology

Survey
2019 average  Hank 5518 Rank o000 o016 2015
2019 2018
2019

Did' NOT earn any revenue from 6.3% 26.2% 10/11 14.9% 8/10 43% 12.6% 13.9%
online sales
Did NOT use social media for 4.0% 18.9% 1011 104% 710 2.0% 81% 3.2%
business purposes
Investment in technology by the
business over the past 12 88.0% 489% 111 764% 210" 764% NA  NA
months has improved
profitability

Artificial

intelligence,
Technol the busi machine
echnology the business | : d c t .

invested in most heavily over the Cianr\?g;ga?ign eqourir;)p;eirt N/A Website N/A N/A N/A N/A
past 12 months al platforms

such as

chatbots
Consider the business likely to
be cyberattacked in next 12 64.7% 37.5% 1/11 65.7% 1/10  80.7% N/A N/A
months
Reviewed the business’s
cybersecurity protections in last 70.7% 45.9% 1/11 69.6% 1/10 N/A N/A N/A
six months
More than 10 per cent of sales is
received through digital payment g, 50, 60.1% 211  60.0% 310 625% NA  NA
options such as PayPal, Alipay,
WeChat Pay

Factors that had positive and negative influences on business

Top four factors that had a positive influence on small

business in 2019

Top four factors that had a positive influence on small

business in 2018

Technology Improved customer satisfaction
Improved customer satisfaction Customer loyalty

Good staff Good staff

Costcontrol Improved business strategy

Top four factors that had a negative impact on small

business in 2019

Increasing competition

Top four factors that had a negative impact on small

business in 2018

Increasing competition

Increasing costs

Increasing costs

Increasing rent

Difficulty expanding into new markets

Cash flow difficulties

Tax
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Impact of a trade war

Survey
2019  average Fz‘g;‘g 2018 231";‘
2019
Possible trade war between the US and a range of other
economies will have a negative impact on your business in 56.0% 33.1% 1/11 43.7% 2/10

next 12 months

Demographics

Survey

average 2017 2016 2015

Business has been established for 10 71.7%
years or less '

2019

65.4% 6/11 77.0% 2/10 64.5% 80.3% 80.7%

Respondent is aged under 40 65.0% 54.7% 3/11 75.7% 110 41.8% 722% 79.7%

Respondent is the business owner 33.7% 42.5% 8/11 19.7% 7/10 53% 155% 17.7%

Business has 10 to 19 employees 59.7% 34.6% 2/11 47.9% 2/10 75.4% 73.9% 65.5%
Summary

Small business conditions were very positive in Viethamin 2019, with 95.0 per cent reporting
that they grew — the highest result of all the markets surveyed, and the highest result ever
recorded in this survey, and well above the survey average of 65.8 per cent. While the overal
results are more positive than in 2018, the percentage of businesses in Vietnam that grew
strongly was down from 26.9 per centin 2018 to 19.0 per centin 2019.

Reflecting these strong business conditions, 42.7 per cent of Vietnam’s small businesses
added to their employee numbers in 2019 — the third highest amongst the markets surveyed.
This result was down from 2018, where 56.0 per cent added staff. The fall can be attributed
to the decline in the number of businesses that reported growing strongly in 2019 from 2018.

Small businesses from Vietham continue to be strong adopters of new technology. Many of
Vietnam’s small businesses sell online and use social media in their business, with only 4.0
per cent not using social media for business purposes. Further, digital payment options such
as Alipay and WeChat Pay are an important part of many Vietnamese small businesses, with
82.5 per cent receiving more than ten per cent of their sales from that channelin 2019, up

from 60.0 per centin 2018.

The growing trend in digital payment adoption is reflected in the decrease in popularity of
cash as a payment option for Vietnam’s small businesses. Only 27.7 per cent of businesses
stated that cash made up 50 per cent or more of their sales, which was down from 57.9 per

centin 2018.

Cybersecurity is taken seriously in Vietnam given that 64.7 per cent of Viethamese
respondents believe that a cyberattack on their business is likely in 2020 — the highest result
of the markets surveyed. This concemn is most likely driven by the increasing use of
technology in Vietham, not because of any identified risk factor. Due to these concerns,
Vietnamese small businesses were also the most likely of the markets surveyed to review

their cybersecurity in the past six months.
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The strong level of investmentin technology in Vietnam is producing benefits for a clear
majority of small businesses, with 88.0 per cent of respondents stating that such investment
in 2019 has already improved profitability — the highest result of the markets surveyed.

Vietnam was the only market in which respondents nominated artificial intelligence, machine
learning and conversational platforms such as chatbots as the technology they made the
biggest investment inin 2019. Vietnam’s small businesses was also the only market that
nominated technology as the most positive factor for their business in 2019. This suggests
that the focus on emerging technologies such as artificial intelligence amongst Vietnam’s
small businesses is an indication of a desire to move up the value chain.

On the same note, Vietnam’s small business sector continues to be highly innovative, with
37.0 per cent stating that they will introduce atotally new product, process or service to
Vietnam or the world in 2020 — up from 33.7 per centin 2019. This is likely to result in
Vietnam having a more competitive small business sector and stronger economic growth
over the mediumto long-term.

Reflecting strong growth and investment in technology, 88.7 per cent of Vietnamese small
businesses accessed external finance in 2019 — the highest result of the markets surveyed,.
However, small businesses from Vietnam continue to find accessing finance more difficult
than easy, with 61.7 per cent of those who accessed finance reporting that it was difficult or
very difficult, compared with the 17.3 per cent that found it easy.

Of course, while the survey results are overwhelmingly positive for Vietnam, businesses did
also report challenges, with increasing competition and increasing costs being identified as
the largest barriers to growth. The percentage that selected these challenges was up from
2018, with Vietnam’s small businesses the most likely to cite increasing competition and
increasing costs as barriers to growth. However, increasing competition reflects a vibrant
economy and should result in businesses focusing more on innovation and improving
business models; both critical to sustainable growth.

With significant numbers of Vietnam’s small businesses having characteristics strongly
connected with growth, such as a focus on technology, e-commerce, exports and innovation,
they should recover quickly from COVID-19 and then grow strongly.
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The CPA Australia Asia-Pacific Small Business Survey 2019-20is part of alongitudinal
annual study of small business across the region conducted by CPA Australia since 2009.
This report presents a cross-market comparison between the eleven markets surveyed and,
where applicable, a comparison of results from 2009 onwards. The survey was conducted
between 18 November and 12 December 2019.

India was included in the survey series for the first time in 2019. Philippines and Taiwan were
firstincluded in 2018. Mainland China and Vietnam were first included in the survey in 2014.
Indonesiaand New Zealand were first included in 2011.

The survey in Mainland China was conducted in Beijing, Chongging, Guangzhou, Shanghai
and Shenzhen (Shenzhen was added for the first time in 2018).

The survey in Indiawas conducted in Delhi/Gurgaon, Mumbai, Chennai, Bengaluru and
Hyderabad.

For this report, all data shown for China excludes Hong Kong and Taiwan, which are shown
separately.

Interview method

In each market, the online survey was conducted amongst arandom sample of small
business owners/senior managers. The sample was obtained through online panel provider
Research Now/SSI and their Asian panel partner iPanel Online and AIP Corporation.

To qualify for the survey, participants were required to be an owner, a senior manager or a
qualified accountant of a business with less than 20 employees.

Sample

In total, 4193 participants completed the survey, including 501 from Australia, 772 from
Mainland China, 303 from Hong Kong, 506 from India, 300 from Indonesia, 300 from
Malaysia, 300 from New Zealand, 305 from the Philippines, 305 from Singapore, 301 from
Taiwan and 300 from Vietnam.

Of the 772 participants from Mainland China (which for this report excludes Hong Kong and
Taiwan), 152 were from Beijing, 155 were from Chongqing, 156 were from Guangzhou, 152
were from Shanghai and 157 were from Shenzhen.

Of the 506 participants from India, 103 were from Delhi/Gurgaon, 111 were from Mumbai, 89
were from Chennai, 101 were from Bengaluru and 102 were from Hyderabad.
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Questioning

The questions were largely drawn from previous surveys. Some slight modificationsto
wording were made to several repeated questions.

Questionnaires in Australia, India, New Zealand, the Philippines and Singapore were
administered in English. The Hong Kong and Taiwan questionnaires were administeredin
traditional Chinese, the questionnaire for Malaysia was administered in both English and
Bahasa Malaysia, Indonesia’s questionnaire was administered in Bahasa Indonesia,
Mainland China’s questionnaire was administered in simplified Chinese, and Vietnam’s
questionnaire was administered in Viethamese.

Rounding

All percentage results shown in this report have been rounded.



