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Small businesses are the economic backbone of economies in the Asia-Pacific region. Over 97% of all 
businesses in Asia-Pacific Economic Cooperation (APEC) countries are small, with their contribution to 
national economies often exceeding 50%. Small businesses are particularly vital in countries such as Singapore 
and the Philippines, where they contribute up to 70% of total employment. 

Small businesses are not only an integral part of national economies, but are increasingly seen as engines 
for growth. Policymakers in the Asia-Pacific region recognise the need to foster innovation among small 
businesses, to encourage them to grow and internationalise, as most small businesses remain focused on 
domestic markets only. The growing number of free trade agreements in the region is in part a response to 
the need to motivate small businesses to venture overseas. 

IT and systems limitations are often a barrier for small businesses looking to expand. However, the development 
of cloud computing1 is changing this paradigm. Cloud computing provides small businesses with low-cost, 
flexible, and highly scalable IT solutions that support growth. Increasingly, start-up businesses are now born 
in the cloud; that is they use IT resources delivered over the cloud from day one. Cloud removes barriers 
to innovation by enabling small businesses to develop and deliver new products and services, enter new 
markets, and adapt to changing circumstances more efficiently than with non-cloud platforms. 

In this white paper, we explore how small businesses in Asia-Pacific identify expansion opportunities and 
study the link between cloud adoption and growth of small businesses. We interviewed 363 senior executives 
from small businesses in the region, including business owners, directors and other senior managers. The 
survey covered small businesses in 5 key markets – Australia, Hong Kong, New Zealand, the Philippines and 
Singapore – representing a sample of advanced OECD and developing economies in the Asia-Pacific region.
Our findings indicate that innovation is a key enabler to small business growth, with governments in the region 
introducing policies that foster a more dynamic environment, prompting small companies to seek growth 
opportunities. Overall, small businesses identify 4 main avenues for growth: building closer relationships with 
customers, introducing new products or services, establishing new sales channels, and expanding overseas. 
For example, almost two-thirds of small businesses surveyed see globalisation as an opportunity, while nearly 
40% plan to enter new overseas markets in the next 5 years. 

Use of cloud computing can significantly reduce a company’s risk exposure and costs associated with growth. 
Cloud-users, for example, are twice as likely to be internationalised as non-cloud users; with cloud-based 
business systems facilitating much easier overseas expansion. A growing number of small businesses are 
now “born in the cloud”, in other words, they use IT resources delivered over the cloud from inception. Our 
survey indicates that cloud-enabled small businesses are more likely to grow than those that mostly rely on 
on-premises solutions.

1 In this white paper, cloud computing is defined as accessing and using IT resources over the Internet.
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Small businesses2 form the bedrock of Asia-Pacific economies, representing the vast majority of all enterprises 
and contributing to a significant proportion of employment. Small firms typically represent over 97% of all 
businesses, and in some cases, provide up to 70% of total employment:

Table 1: Importance of Small Business, Selected Countries

Industry transformation presents numerous growth opportunities for small businesses that often display 

greater flexibility to respond to change than larger, less nimble enterprises. Industry change has an equally 

noticeable impact on small and large firms, although the key factors driving the evolution can differ for both. 

Almost 24% of Asia-Pacific small businesses are experiencing fast or very fast industry change, compared to 

29% of medium and large firms. Industry change is most noticeable to small firms in the ICT/software industry, 

and least pronounced in manufacturing, mining & construction, where 42% of small businesses believe that 

their industry is changing slowly or not at all.

Sources: National Statistical Offices

PERCENTAGE OF ALL 

BUSINESSES

PERCENTAGE OF TOTAL 

EMPLOYMENT

2 There are varying definitions of “small businesses”. In this report, small businesses are defined as having up to 50 

employees. Medium & large businesses are defined as having over 50 employees.

THE ECONOMIC IMPORTANCE OF 
SMALL BUSINESS

Australia

Hong Kong

New Zealand

Philippines

Singapore

97%

98%

97%

99%

99%

43%

47%

51%

70%

70%
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Rapid industry change can often be more immediate on small businesses as they are exposed to industry 

conditions to a greater extent than larger corporations. Small businesses also have the ability to adapt quicker 

to this change, lacking the slow decision-making that can often be a feature of larger companies. However, 

small businesses still need to recognise industry change and adapt to it.

Figure 1: Perceptions of Industry Change, by Size of Business

For small businesses, the most significant driver of industry change is escalating costs. Nearly 38% of small 

businesses identify this as a key driver of industry change, followed by digitisation (36%). Digitisation, however, 

is a more important driver of change for medium and large businesses (47%). Digitisation is most noticeable 

to small firms in the ICT and software industries, with 60% of companies considering it as having a significant 

effect on their industry.

Moderate Change

Slow Change

No Change

Medium & Large Small

0% 10% 15% 25% 35%5% 20% 30% 40%

Fast/Very Fast 
Change

Source: Frost & Sullivan Survey of Small Businesses (2016)

29%

25%

29%
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Governments across the region acknowledge the importance of small business to drive national economies. 

After a 5-year slump in small business confidence, the segment has begun to show signs of improvement 

since 2015. In every country except Singapore, the percentage of small businesses that expect to grow in 2016 

has increased in comparison to 2015. In some cases, the improvement has been significant. For example, 55% 

of small businesses in Hong Kong expect to grow in 2016 compared to less than 40% in 2015.3

Figure 2: Main Drivers of Industry Transformation, by Size of Business

Productisation & 

Servitisation

Increasing Costs

Changing Customer 

Needs

New Business 

Models

Entry of New 

Competitors

Digitisation

Medium & Large Small

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

Source: Frost & Sullivan Survey of Small Businesses (2016)

3 CPA Australia, Asia-Pacific Small Business Survey, 2015 (covers Australia, China, Hong Kong, Indonesia, Malaysia, New 

Zealand, Singapore and Vietnam)
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There is a clear link between innovation and business growth. Supporting small businesses to become more 

innovative is a key area of focus for governments in the Asia-Pacific region. For example, in Australia, the 

National Science and Innovation Agenda offers a host of measures to foster innovation among businesses, 

such as facilitating interactions between researchers and small firms. In Singapore, SPRING offers programmes 

to stimulate the innovative capabilities of small businesses. Companies that are growing or expect to grow 

are more likely to be innovative than those that are not. Approximately 28% of small firms in the Asia-Pacific 

that plan to grow in the next 12 months expect to introduce a new product, service or process unique to their 

market or the world, compared to only 6.5% of small businesses that do not expect to grow.4

Across the region, small businesses are appreciative of government support to spur innovation. Overall, 81% 

of small businesses believe that government assistance is either very effective or effective in helping them 

to innovate, while only 13% say that it is not effective. Perceptions of government support for innovation are 

most positive in the Philippines and least positive in Hong Kong.

Figure 3: Perceptions of the Effectiveness of Government Support for Small Business Innovation

INNOVATION – DRIVER OF GROWTH FOR 
SMALL BUSINESSES

4  Ibid

AUSTRALIA HONG KONG NEW ZEALAND

75%

Very Effective Effective Not Effective Not Sure

69% 60% 9% 9%9% 28% 4%10% 8% 6%12%

21% 23%71% 73%7% 9%

PHILIPPINES SINGAPORE

Source: Frost & Sullivan Survey of Small Businesses (2016)
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Approximately 60% of small businesses in Asia-Pacific expect to grow over the next 12 months. This is most 

pronounced among small businesses in New Zealand (65%) and Singapore (55%). Small firms that anticipate 

growth share several characteristics, including a keen focus on innovation, e-commerce, and overseas 

expansion. For example, of the small businesses investing in developing their e-commerce platform, 41% 

expect to grow revenue sharply while only 6% do not.5

  

For small businesses, primary growth opportunities are perceived to come from building closer customer 

relationships (29%), launching new products or services (27%), using new sales channels (17%) and overseas 

expansion (13%). For small firms in Hong Kong and Singapore, overseas expansion is a significant opportunity, 

given the small size and limited growth potential in their domestic markets.

Figure 4: Main Growth Opportunities for Small Businesses

Source: Frost & Sullivan Survey of Small Businesses (2016)

GROWTH OPPORTUNITIES FOR SMALL 
BUSINESSES

5  CPA Australia, Asia-Pacific Small Business Survey, 2015 (covers Australia, China, Hong Kong, Indonesia, Malaysia, New 

Zealand, Singapore and Vietnam)

Closer Customer Relationships

New Products/Services

New Sales Channels

New Overseas Markets

0% 10%5% 15% 20% 25% 30% 35%

29%

27%
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13%
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For small businesses in the Asia-Pacific region, building closer customer relationships is considered a primary 

growth opportunity, particularly for respondents in Australia and New Zealand. Small businesses increasingly 

recognise that improving the quality of customer experience is an important way to drive business growth 

and increase profitability. Consequently, a growing number of small businesses are beginning to measure 

customer experience and launching initiatives to improve it. The use of the Net Promoter Score (NPS)6, for 

example, is growing rapidly among small businesses in the region. Small businesses use communications 

tools such as social media to interact with customers in new ways. For example, 90% of small firms polled in 

the Asia-Pacific report growing use of social media to interact with customers, while 79% earn revenue from 

online sales. 7

6  NPS is a commonly used metric for measuring customer satisfaction.
7 CPA Australia, Asia-Pacific Small Business Survey, 2015 (covers Australia, China, Hong Kong, Indonesia, Malaysia, New 

Zealand, Singapore and Vietnam)

GETTING CLOSER TO THE CUSTOMER
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Development of new products or services is the second most important growth opportunity for small businesses, 

particularly for small firms surveyed in the Philippines (42% say it is their main growth opportunity). Small 

businesses in Australia and New Zealand trail behind their counterparts in the region in terms of product or 

service innovation. Across Asia-Pacific, 28% of small businesses surveyed expect to launch a unique product 

or service in the next 12 months, while only 5% in Australia and 7% in New Zealand plan to do the same. 8

Cloud computing enables small businesses to roll out new products or services, often through digital channels, 

quickly and cost-effectively and serve customers worldwide, substantially reducing the risk of failure in 

innovation.

8  CPA Australia, Asia-Pacific Small Business Survey, 2015 (covers Australia, China, Hong Kong, Indonesia, Malaysia, 

New Zealand, Singapore and Vietnam)

INNOVATION IN PRODUCTS AND SERVICES
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9 Deloitte, Connected Small Businesses

The third key growth opportunity for small businesses is innovation in sales channels, particularly for small 

businesses in Singapore (25% of small businesses say this is their main growth opportunity) and Hong Kong 

(24%). This can often involve the use of digital channels to interact and transact with customers. Overall, 36% 

of small businesses in the Asia-Pacific region state that digital transformation has a significant impact on their 

business, while 37% believe it has some impact. The effect of digital transformation is most pronounced for 

small firms in the Philippines, where 48% report it as having a significant impact on their business.

Figure 5: Impact of Digital Transformation on Small Businesses

Use of digital technology often enables small businesses to disrupt existing industry business models, for 
example by going directly to end-customers, bypassing traditional industry sales and distribution networks. 
As with other growth opportunities for small businesses, cloud computing provides small businesses with the 
flexibility to quickly and easily innovate their business model. Companies that are digitally engaged this way 
are more likely to grow than those that are not. For example, in Australia 62% of small businesses surveyed 
indicate growth from a high level of digital engagement, compared to only 28% of small businesses with very 
low digital engagement. 

Source: Frost & Sullivan Survey of Small Businesses (2016)

INNOVATION IN SALES CHANNELS
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None

Not sure

36%
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22%
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Alongside measures to boost innovation, governments in the Asia-Pacific promote growth in small businesses 

by making it easier for these companies to access foreign markets. For small businesses, trade restrictions and 

regulations often pose a formidable barrier in the way of international growth, as they may lack the resources 

of larger companies in addressing these challenges. Consequently, small businesses are internationalised 

to a much lower extent than medium and large firms. Despite accounting for 70% of total employment in 

Singapore, small businesses provide less than 25% of national exports. Similarly in Australia, small businesses 

provide less than 15% of total exports.10

Across the Asia-Pacific region, the percentage of small businesses that are currently internationalised11 ranges 

from 17% in New Zealand to 56% in Hong Kong, compared to 53% and 87% of medium and large firms 

respectively in these markets. Most small businesses remain focused on domestic markets only.

Figure 6: Proportion of Internationalised Businesses, by Size of Business

Source: Frost & Sullivan Survey of Senior Executives (2016)

Australia

Hong Kong

New Zealand

Philippines

Singapore

0% 20% 40% 60% 80% 100%

Medium & Large Small

10 Asia-Pacific Economic Cooperation (APEC), SMEs in the Asia-Pacific Region
11 Internationalised businesses are defined as having at least 10% of their revenue from international markets.

OVERSEAS EXPANSION – A WAY TO GROW

46%

87%

53%

76%

74%

24%

56%

17%

45%

40%
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Source: Frost & Sullivan Survey of Small Businesses (2016)

Australia

Hong Kong

New Zealand

Philippines

Singapore

Opportunity Threat

12 http://www.apec.org/Press/News-Releases/2015/0615_SME.aspx 

Governments aim to make it simpler for small businesses to operate internationally through measures 

that reduce the barriers to overseas operations. This is reflected by the high number of regional free trade 

agreements (FTAs), designed to make it easier for small businesses to operate internationally. Similarly, bodies 

such as the APEC are introducing measures to encourage small businesses to internationalise, including 

training and supply chain business matching services. 12

The focus on economic integration (sometimes known as globalisation) enables small businesses to gain 

greater awareness about growth potential, although they are more cautious about its impact than medium 

and larger firms. Overall, 63% of regional small businesses see globalisation as an opportunity (compared 

to 76% of medium and large companies), while 14% view it as a threat (compared to 8% of medium & large 

businesses). However, this masks significant differences between small businesses in different markets. Small 

businesses in Singapore, the Philippines, and Hong Kong are more likely to see globalisation as an opportunity 

than their counterparts in Australia and New Zealand, many of whom are more uncertain about the potential 

impact on their business.

Figure 8: Attitude of Small Businesses towards Globalisation, by Country

0% 15% 30% 45% 60% 75% 90%

55%

67%

57%

76%

79%

18%

18%

10%
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While international expansion is on the agenda for many small businesses in the Asia-Pacific region, several 

challenges impede them from successfully venturing overseas, such as lack of resources or IT and system 

limitations. Overcoming these hurdles is imperative for more Asia-Pacific small businesses to expand 

internationally.

Figure 9: Intention to Enter New Overseas Markets in the Next 5 years, by Location of Business

Source: Frost & Sullivan Survey of Small Businesses (2016)
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New Zealand
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Regional economic integration is encouraging small businesses in Asia-Pacific to explore opportunities 

for international trade development. This is particularly the case for small businesses in Hong Kong and 

the Philippines, where 71% and 70% respectively intend to enter new overseas markets in the next 5 years. 

Small enterprises interviewed in Australia and New Zealand are more cautious; only 24% of Australian small 

businesses and 26% in New Zealand intend to expand overseas in the medium term.

http://ww2.frost.com/
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Source: Stoyan Tanev, Global from the Start: The Characteristics of Born-Global Firms in the Technology Sector

By leveraging software delivered over the cloud, small businesses can benefit from low-cost, flexible, and 

scalable platforms to expand across multiple markets. Using cloud-based solutions, small businesses can 

avoid the high capital costs and limited flexibility of traditional on-premises software. A majority of start-ups 

today are “born in the cloud” – that is, they use cloud-based delivery models for all their IT resources from 

day one.

What’s more, most of these small businesses are also born global. Rather than taking a long-term and gradual 

approach to international expansion, born global companies target international markets almost from day 

one. Born global businesses display a number of characteristics:

Table 4: Characteristics of Born Global Businesses

Active in international markets from inception or shortly afterwards.

Focus on niche markets.

Present in most industry sectors.

Leverages IT solutions and platforms effectively to scale operations.

Typically has relatively limited resources.

Emphasis on superior product or service quality.

Managers with an international perspective.

Uses external intermediaries in overseas markets.

1

5

3

7

2

6

4

8

HOW CLOUD COMPUTING SUPPORTS GROWTH
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Our research identifies a strong link between born in the cloud and born global businesses. Approximately 

57% of small firms that use the cloud have entered new overseas markets in the past 5 years, and 69% intend 

to do so in the next 5 years; in comparison to only 17% and 18% of non-cloud users respectively.

Figure 12: Overseas Expansion and Cloud use

For cloud users, 46% of small businesses believe that their current software can support them in expanding 

overseas without modification, compared to 29% of non-cloud users. Even for non-cloud users, the benefits 

the cloud offers in supporting international expansion are attractive. Nearly 52% of non-cloud users surveyed 

believe that cloud computing would be beneficial in assisting them in expanding overseas. Cloud computing 

is viewed as offering competitive advantages in several areas to support small businesses to internationalise. 

Source: Frost & Sullivan Survey of Small Businesses (2016)
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<20
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19% 38% 38% 36%

20-50
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51-500
Employees

500+
Employees

Cloud technology is often thought as being particularly appropriate for small businesses, given its advantages 

of low cost, flexibility, and scalability. Our research shows that cloud usage is a significant advantage for 

business growth. Cloud adoption in businesses with 20 to 50 employees is now as high as it is in larger 

organisations. However, in firms with under 20 employees, less than 20% currently use the cloud to host their 

main business applications.

Figure 13: Cloud Adoption by Business Size

In our survey, cloud adoption by small businesses is the highest in the Philippines (52%) and lowest in 

Singapore (16%). Across the region, on average 26% of small businesses surveyed use the cloud for key 

business applications, in comparison to 37% of larger companies. Our research shows, however, that small 

businesses that use the cloud see it as giving them a significant source of competitive advantage. This suggests 

that cloud adoption among small businesses is likely to grow, as more companies increasingly recognise its 

benefits.

Source: Frost & Sullivan Survey of Senior Executives (2016)

CLOUD AND SMALL BUSINESSES
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Cloud computing offers small businesses competitive advantages, both in overseas expansion and aspects of 

business operations. These include lower operating costs, enhanced flexibility, and greater scalability. Overall, 

61% of small businesses that are cloud users believe the use of the cloud gives them a source of competitive 

advantage, primarily in lower operating costs (27%) and greater responsiveness to customer needs (21%). 

Small businesses surveyed in the Philippines (39%) particularly appreciate the lower operating costs of the 

cloud.

Figure 14: Main Benefits of the Cloud for Small Businesses

Of small businesses that access key business platforms over the cloud, financial software (37%) is the most 

commonly accessed after email, followed by e-commerce (21%), and inventory management (17%). Cloud-

based platforms allow small businesses to expand overseas quickly and efficiently, and operate in multiple 

countries with different currencies, accounting regulations, and taxation policies without having to invest in 

time-consuming and costly upgrades to on-premises systems.

Source: Frost & Sullivan Survey of Small Businesses (2016)
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Source: Frost & Sullivan Survey of Small Businesses (2016)
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For example, tax issues can be a major challenge for small businesses expanding overseas, which often lack 

the resources to keep up-to-date with regulatory changes in different markets. Consequently, usage of cloud-

based software platforms for functions such as financial management and regulatory reporting can offer a 

significant benefit to small businesses, with system changes automatically deployed by the solution vendor. 

Through the use of cloud-based solutions, small businesses can ensure they stay updated with the taxation 

and regulatory regimes in the markets in which they operate.

Figure 15: Applications Accessed over the Cloud

As small businesses in Asia-Pacific look to address expansion opportunities, cloud computing is a way to 

support that growth, allowing small businesses in the region to expand internationally quickly and efficiently 

than in the past. 

50%

37%

21%

17%

17%

10%
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Small businesses are engines of economic growth and generate significant new employment opportunities. 

In recognising the vast potential of small business, governments and policymakers in the Asia-Pacific region 

continue to actively encourage small firms to innovate and internationalise. Regional economic integration 

now offers greater opportunities for small businesses in the Asia-Pacific to venture overseas. In fact, a majority 

of small businesses surveyed acknowledge that globalisation presents a significant opportunity.

Small businesses identify 4 main growth opportunities: building closer customer relationships, introducing 

new products or services, innovating in sales channels, and overseas expansion. Cloud computing provides 

enormous support for each growth avenue.

Cloud-based software offers advantages such as low cost, flexibility, and scalability to small businesses looking 

to grow. Using cloud-based solutions, small businesses can access the same functionality as multinational 

corporations, but at a fraction of the cost. Cloud-based systems allow small businesses to manage operations 

in multiple markets, dealing with local currencies, accounting regulations, and taxation. There is a clear linkage 

between the use of cloud and internationalisation. Cloud users among small businesses are 3 times as likely 

to internationalise as non-cloud users, and 3 times as likely to plan further overseas expansion. In short, 

businesses born in the cloud are also born global.

As small businesses in Asia-Pacific seek to capture the international opportunities regional economic integration 

brings, cloud computing is helping them to grow with lower costs and risks, as well as greater flexibility 

than ever before. Cloud computing presents immense opportunities for small businesses in the region. The 

adoption of cloud computing technologies is enabling small businesses to leverage their competitive assets – 

speed and agility – to access new overseas markets easily and optimise business efficiencies.

THE LAST WORD
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