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Executive Summary

T

he ASEAN region is navigating a delicate post-pandemic economic recovery, amid ongoing economic
and geopolitical uncertainties, extreme weather, and trade-restrictive measures. Disruptions to
global value chains (GVCs) due to the COVID-19 pandemic have reinforced calls for greater self-

sufficiency and reshoring production. Brenton, et al. (2022), however, states that these calls might be
counterproductive for certain countries and contribute to a significant rise in global poverty. Alternatively,
increased economic integration and strengthening GVCs might also spur resilient economic growth. It is
necessary to establish goals for ASEAN’s recovery, not just to increase gross domestic products (GDPs), but
also to ensure that the benefits of the recovery are sustainable and are equally shared. Due to the fragility of
the recovery, multinational companies are starting to consider location resiliency as a criterion for choosing

where to invest (Calabro, et al., 2022).

In an effort to accomplish three goals—efficiency,
inclusivity, and sustainability—this research paper
considers three accelerating and simultaneous
megatrends that will have a major impact on the
economy and the Future of Work (FoW): digitalisation,
the reconfiguration of GVCs, and the greening of the
economy. These megatrends are driven by complex
and interconnected factors, making it a challenge
to redirect or alter them directly. While these trends
are not new, their anticipated trajectories have been
changed by the pandemic—offering policymakers
an opportunity to change their responses and best
achieve their goals.

The first megatrend is digitalisation, a source of
innovation and advanced technologies that can
lead to the development of new sectors and ways of
production needed to reshape economies. However,
accelerating digitalisation can result in labour-saving
production methods, thus displacing or eliminating
manual and routine jobs, as well as middle-skilled
occupations, in developing countries (Autor & Dorn,
2013).

The second megatrend is the reconfiguration
of GVCs, especially in the context of increasing
globalisation and regional integration. GVCs refer to
interrelated economic activities in the production of
goods and services that are spread across multiple
countries and firms. Prior to the pandemic, GVCs
were important employment drivers in ASEAN,
contributing up to 60% of manufacturing jobs. GVCs
were also a mechanism for poverty reduction in
low- and middle-income countries (ADB, 2023).
The effects of pandemic lockdowns and disruptions
on GVCs have continued, along with supply-side
constraints and high unemployment. The pandemic

exposed the vulnerability of industries in low- and
middle-income countries whose exports were limited
to a few products. The post-pandemic recovery may
be served by reconfiguring GVCs as way to ignite
growth and support poor developing countries during
the recovery. Acrucial issue is the restoration of micro,
small, and medium-scale enterprises (MSMESs) that
were distanced from GVCs during the pandemic.

The third megatrend is the global effort to enhance
green sectors of the economy. Sustainable
development encompasses the other megatrends
due to the broad negative effects of climate change.
Various strategies and initiatives aimed at creating
more sustainable and environmentally responsible
economies includes adopting green technologies
and conservation practices, and promoting clean and
renewable energy sources to realise cost efficiencies
for GVCs. As an offshoot of ASEAN’s comparative
advantage, this must be redefined to reflect concerns
for greater inclusivity and resiliency. When advanced
economies prioritise sustainability goals, they can be
expected to begin enforcing similar requirements on
their supply chains (Shrestha 2023).

The interplay between digitalisation and GVC
reconfiguration is evident in three aspects.

First, digitalisation drives GVC restructuring. It has
revolutionised GVC management through advanced
analytics, enhanced supply chain visibility, and real-
time data sharing. This transformation has enhanced
efficiencies and adaptability in responding to market
changes and supply chain disruptions.

Second, GVC reconfiguration actively contributes to
the green economy, as companies integrate
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sustainable practices into their GVCs. This includes
adopting renewable energy sources; fostering
sustainability in distribution, production, and sourcing;
minimising carbon emissions; and reducing waste.

Third, digitalisation facilitates the green economy by
enabling efficient monitoring and the management
of environmental impacts. Technologies such as the
Internet of Things (loT) sensors and data analytics
allow real-time tracking of resource consumption and
emissions, helping organisations make sustainable
choices. Digital platforms also can connectconsumers
with eco-friendly products and stimulate the demand
for environmentally conscious alternatives.

These megatrends offer opportunities and challenges
that ASEAN must acknowledge to strengthen its post-
pandemic recovery and catch up with higher income
countries. By strategically combining and investing
in digital transformation, GVC reconfiguration, and
green initiatives; ASEAN Member States (AMS) can
position themselves for a more productive, inclusive,
and resilient economic future. Accordingly, the
private sector will play a pivotal role in enhancing
the resiliency of supply chains, driving innovation
and investment in technology to improve efficiency
and adaptability, building stronger relationships for
greater efficiency, and creating new tasks and more
quality jobs. The participation of the private sector
in the design of training programmes is essential for
ensuring that skills supply and demand are properly
aligned.

Collaboration between the private sector and
governments will be instrumental in realising these
changes. As enablers, governments can provide
incentives, infrastructure support, and a favourable
business environment to encourage private sector
initiatives. Community organisations also have
a particular role to play. These non-government
organisations (NGOs) can raise awareness about
the impact of GVCs on local communities, advocate
for responsible business practices, highlight issues
related to labour rights, and provide support to local
entrepreneurs and small business looking to integrate
with GVCs. In summary, these organisations can be
intermediaries between communities and the private
sector, helping to ensure that the megatrends benefit
businesses as well as the welfare of workers and the
communities involved.

National responses to the megatrends will depend on
a country’s future plans for its workforce. Preparing
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workforces to meet changing economic demands is
essential; the future of work in every country depends
on the skills the workers bring to market. Investments
in education and skills can raise the ability of workers
and employers to respond effectively to trends. With
governments acting as enablers, the private sector
can invest in training and skills development for their
workforce to meet the megatrends, including training
in digital skills, supply chain management, and
sustainability practices.

This paper argues that the best training can be
achieved only when the private sector takes the
lead. This ensures that training will be relevant
to technologies adopted by firms, and that firm-
specific skills can be developed. Further, firms
are likely to engage in training programmes that
feature incubation, a highly effective way to develop
firm-specific skills for young workers with limited
educational backgrounds. By tailoring programmes
to meet a company’s specific needs, providing
hands-on experience, offering mentorships, and
exposing the workforce to company-specific tools
and practices, less experienced participants can be
equipped with the skills required to excel in a specific
firm or industry.

However, private-public partnerships (PPPs) are
necessary to achieve these goals. Firms are unlikely
to invest in general skills, as the returns from training
investments may not be recovered if their workers
move to other firms. The paper explains the types
of PPPs that should be created to meet these
challenges, and the systems that governments can
develop to induce the private sector to engage in
these partnerships.

In conclusion, this trend report calls for active
participation by the private sector as ASEAN
engages with the megatrends during the post-
pandemic recovery. While there are opportunities,
so too are there challenges creating impediments to
the best possible outcomes. It is necessary for every
AMS to design a unique strategy to mitigate these
challenges. While daunting, AMS must learn how to
simultaneously enhance productivity, sustainability,
and employment in labour-intensive industries or
sectors. This means adopting an effective industrial
policy where governments undertake a close
collaboration with firms to remove constraints to
their expansion in exchange for more productive and
resilient employment.



1.

T

Introduction

he ASEAN Socio-Cultural Community (ASCC) Research and Development (R&D) Platform on the
Future of Work is a project aimed at developing and implementing holistic solutions to address the
fast-changing and emerging challenges confronting the region. The R&D Platform came out of the

ASEAN Leaders’ Vision on a Cohesive and Responsive ASEAN, which was signed on 26 June 2020. The
Vision calls for concerted effort to identify emerging challenges and opportunities and to formulate initiatives to
better position ASEAN in the new normal, considering ASEAN’s pandemic exit strategy, while also working to

developing the ASEAN Community Vision Post-2025.

To prepare workforces for the future, this R&D
platform was designed to look at three long-term
megatrends: digitalisation, the reconfiguration of
GVCs, and the greening of the economy. All existed
long before the pandemic struck and disrupted their
trajectories.

The ASEAN region currently faces challenges in
its post-pandemic economic recovery. Lacklustre
post-pandemic GDP growth has prevented ASEAN
from achieving its pre-pandemic growth goals.

Figure 1. GDP growth rates in ASEAN, 2015-2022
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Figure 1 shows the GDP growth rates of AMS from
2017 to 2022. The pandemic has led to significant
contractions or very limited increases. While there
has been substantial growth in Malaysia, the
Philippines, Singapore, and Viet Nam, much of this
growth can be attributed to ‘base’ effects, as those
countries started from a lower GDP level. Singapore,
for instance, after experiencing 99% growth in 2021,
recorded only a 44% growth in 2022 when its GDP
base had already increased.
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At the centre of the post-pandemic recovery is the
prevalence of digital technologies that affect a broad
range of economic activities using digitised information
and knowledge as factors of production. The internet,
cloud computing, big data, fintech, and other new
digital technologies are being used to collect, store,
analyse, and share information digitally and transform
social interactions. Such technologies have eased
transactions between suppliers and customers, as
logistics (e.g., the delivery and payment of products
and services) have become more efficient at lower
prices. Technology can improve the abilities of a firm,
regardless of size or origin, to find a niche in GVCs
and gain access to new markets. Moreover, digital
technologies can build better ecosystems or remedy
environmental damage by using both organic and
inorganic techniques for a cleaner planet.

Despite various windows of opportunities, four main
indicators offer challenges.

First, there has been a decline in goods and services
trade during and after the pandemic. Figure 2 shows

the percentage of total trade (i.e., the sum of exports
and imports) to GDP. In Indonesia, Malaysia, the
Philippines, and Thailand, the share of trade to
national output declined, indicating the loss of
several export industries following lockdowns and
other virus-related disruptions. Singapore, however,
continued to have a high contribution of trade to its
output. Part of the reason is Singapore’s diversified
exposure to GVCs in consulting, finance, and legal
services—sectors that play a crucial role in facilitating
GVC activities and supporting businesses in areas
such as legal compliance, logistics, and supply-chain
management. This suggests that its GVCs, especially
in the service sector, have remained resilient and of
value to the country’s economy. Other AMS were
involved in GVCs mostly in manufacturing. However,
since Singapore also experienced income reductions
during the pandemic, the value of trade and GVCs to
its economy have also decreased. Trade disruptions
and limited GVC operations, especially in poorer
countries, have continued after the pandemic
(Brenton, et al., 2022).

Figure 2. Percentage of trade to GDP in ASEAN, 2017-2022
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Second, all AMS have experienced high inflation,
which can be attributed to pandemic-related GVC
disruptions. Figure 3 shows increased inflation rates
in the pre-pandemic phase, as well as in 2022,
resulting in a fall in real incomes. While inflation in
part is attributable to geopolitical tensions, the post-
pandemic environment is also a factor. As countries
reopened and increased demand for goods began to

Figure 3. Inflation rates in ASEAN, 2017-2022
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Third, while unemployment did not increase during
the pandemic, the quality of jobs may have been
compromised. An apparent decline in job quality
can be noted in Figure 4. Despite fragile growth,
unemployment has been declining after the height
of the pandemic in 2020. This may be partially due
to increased participation in online labour platforms
resulting from digital transformation in most AMS.
A significant portion of online labour platform
workers, however, are employed in the informal

Cambodia Indonesia LaoPDR Malaysia

outstrip supply, port congestion raised shipping costs
and placed additional pressure on surviving GVCs.
Reconfiguring GVCs disrupted by the pandemic may
help reduce delays and shortages of certain goods,
and thus reduce inflationary pressures (Dadush,
2023).

Myanmar Philippines Smgapore Thailand  Vietnam

2020 w2021 w2022

sector (ASEAN Secretariat, 2023), meaning that the
quality of work may be decreasing. Moreover, the
lingering problem of youth unemployment has not
been addressed adequately. In 2022, the average
youth unemployment rate (ages 15 to 24) in ASEAN
was 10%, 1% higher than the overall average rate
for the region (World Bank, 2023). Any worthwhile
unemployment reduction programme must pay
significant attention to youth unemployment.
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Figure 4. Unemployment rates in ASEAN, 2017-2022
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Finally, every AMS continues to be affected by
climate change. Extreme weather conditions,
such as droughts, floods, and typhoons, have
been causing significant damage to agriculture,
infrastructure, and ports, and leading to direct losses
and GDP reductions. In ASEAN, climate change can
exacerbate health problems and harm the tourism
sector, which is a main source of income for AMS.
Figure 5 shows the Global Climate Change Risk
Index (CRI) for AMS from 2000 to 2019 (the most
recent year covered). The CRI quantifies annually
a country’s degree of vulnerability to extreme
weather changes, and ranks countries according

§‘§ &
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to their ability to withstand the impacts of climate
change. Countries scoring high on the index (e.g.,
ranked first) are considered the most vulnerable or
most at risk. AMS that scored high on the CRI were
Myanmar and the Philippines, with Thailand and Viet
Nam coming within range. However, other countries
that were ranked higher in the same period became
less vulnerable in 2019. While the indices presented
below are based on data from before the pandemic,
they represent a level of exposure and risk that can
be interpreted as warnings for possible weaknesses
in years to come.



Figure 5. Average Global Climate Risk Index Rangkings for ASEAN, Select Years
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This report argues that governments must respond
to the megatrends previously mentioned so as to
improve labour market conditions and strengthen
post-pandemic economic recoveries. As the
three megatrends affect each other, so should
responses to the trends interact. For example,
after the pandemic, governments opted for more
sustainable recovery strategies to respond to climate
change. Subsequently, green industries have in turn
influenced GVCs and digitalisation strategies.

However, the success of such strategies, individually
and collectively, will require new skills and knowledge.

Thus, the private sector will need to develop human
resources alongside digital transformations. While
some responses to digital transformation have
positive, such as the creation of better jobs and
the spread of skills training, there is also the threat
of negative effects, such as massive job losses in
certain sectors where certain worker segments are
more vulnerable than others. Governments must
act to create more effective programmes for labour
employment and skills development so that the
private sector can withstand negative effects of the
megatrends.



n Objectives

This trend report and two policy briefs are the first outputs of the Research and Development Platform on the
Future of Work. The general objectives of this first output are to:

1. Explore the role of PPPs in preparing human resources for the future.

2. Showcase best practice programmes or mechanisms that demonstrate effective ways to prepare human

resources for the FoW through the megatrends.

3. Provide context for policy recommendations to be detailed in related policy briefs.

The specific objectives of this trend report are to:

1. Discuss key issues pertaining to the interconnectedness of the megatrends and identify opportunities and
challenges for responding holistically to the megatrends.

2. Highlight the importance of job training and skills development to maximise the benefits of an interconnected

response to the megatrends.

3. Emphasise the importance of catching up, as the megatrends are accelerating faster than governments
have been responding, creating a risk that latecomers will be trapped in lower income status.

4. Clarify the critical importance of building PPPs in support of skill development.

5. Elaborate the role of governments and communities in skills development.

6. Define different categories of skills needed by countries at different stages of development.

This report will not identify specific skills for individual countries to develop. Instead, the report states that firms
in the private sector must decide on the skills that are appropriate for their specific goals. The private sector is
the part of the economy that is owned, operated, and controlled by private individuals or entities, rather than
governments. It encompasses a wide range of businesses and organisations, including for-profit enterprises
and non-profit organisations that operate independently of government ownership or control. Any country
seeking to recover from the pandemic must have a private sector that plays a dynamic and diverse role in the
economy, job creation, innovation, economic growth, and the provision of goods and services.

However, the challenges faced by the private sector
amid the accelerating pace of the megatrends are
considerable. Countries must develop strategies
so as to not be left behind as the megatrends
change economies and societies. Failing to adapt
to accelerating digital transformation will lead to
severe consequences for countries, especially low-
income countries. The impacts will affect corporate
competitiveness, growth prospects, financial stability,
and reputations. To mitigate these risks, private
sector organisations are encouraged to embrace
digitalisation, invest in technology, and develop
digital strategies to remain agile and relevant.
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The report argues that PPPs, with support from
community groups, will be crucial in addressing
these challenges. Governments can help create an
enabling environment for businesses and individuals
to navigate the challenges of accelerating digital
transformation while promoting economic growth and
digital inclusion. Similarly, communities, through civil
society organisations, can bridge the gaps between
the private sector, governments, and the public,
working to ensure that digital transformation benefits
society, is inclusive, and respects individual and
collective rights. Their involvement can help create a
balanced and responsible approach to the process.



n Methodology

This report relied heavily on the qualitative case
study method. Case subjects were identified through
preliminary secondary research. Secondary research
also contributed to the research team’s understanding
through examination of analyses of the megatrends
and their specific impact on AMS. Two round table
discussions (RTDs) were conducted to explore the
perspectives of different ASEAN bodies, the private
sector (as represented by employers and trade
unions), and civil society groups.

In the RTDs, experts from the Asian Development
Bank (ADB), the Economic Research Institute for
ASEAN and East Asia (ERIA), and the International
Labour Organization (ILO) were invited to share their

“ Scope and Limits

The methodology was slightly modified compared to
that proposed by the original inception report, which
included focus group discussions that were not
convened due to conflicting schedules. The purpose
of the focus groups was to explore the perspectives
of the private sector in different economic sectors,
including manufacturing, services, and agriculture.
Instead, a case study of the manufacturing sector
representing three different stakeholders (the
Government of Thailand, automotive assemblers, and
auto parts SMEs) was conducted. The assumption
was that digital technology would blur the distinction
between sectors as greater linkages between sectoral
goods and services were enhanced. In most firms,
services are often included as part of the outputs
provided via the internet and online apps. Agricultural
products can be processed as manufactured goods
at less cost with greater information. In effect, through
digital technology, complementarities and vertical
integration will be enhanced.

Some key informants were not interviewed due
to schedule constraints. Hence, the scope of this
research was adjusted to report on available data
or information provided by available informants,
complemented by secondary research. The
SkillsFuture Singapore case is mainly based on
secondary research and information from the
SkillsFuture Singapore online portal.

knowledge on how the megatrends have affected
ASEAN'’s workforce. Mr. James Villafuerte of the ADB
considered the combined impact of digitalisation in
ASEAN, Dr. Rashesh Shrestha of ERIA discussed
GVC strategies, while Dr. Christian Viegelahn of
the ILO elaborated on how digitalisation and the
greening of the economy affected  different worker
segments.

The research also relied on key informant interviews
to further expound on the ideas of participants. The
case studies, particularly Go Digital ASEAN and the
Thailand Automotive Industry case, relied on key
informants.

Perfect alignment between what was planned
and what was accomplished was not possible.
The case studies used in the policy briefs
may not have provided an ideal context, but
were valuable for the lessons learned. These
cases were selected to reflect various best-
case scenarios that might apply to a group
of countries subject to various constraints at
different stages of development. Case in point
is the Thailand automotive industry case. EV
imports started only in 2022 and, given that the
sector is in its infancy, there is no established
and relevant PPP yet to draw lessons from.
However, the case is informative and useful for
identifying potential areas for collaboration at a
certain level of development.

While two out of three of the case studies
detail specific country experiences, the authors
believe that there are aspects of the cases that
can applicable throughout the region. Hence,
policy recommendations are not targeted at
specific countries, but instead at the ASCC.
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This report is organised into three parts. Part One offers brief background for the study,showing the
relationship between the megatrends, employment, and GDP. Part One also contains discussion of
the study objectives, methodology, scope, and limitations. Part Two discusses the interconnectedness
of the megatrends in detail. Part Three provides concluding remarks, setting the context for policy
recommendations to be detailed in subsequent policy briefs.




2. Three Megatrends and
the Future of Work in

ASEAN

Development

Conceptual Framework: Importance of Private Sector and Skill

A. Connecting Megatrends and the Private Sector

To understand the value of the private sector and communities to ASEAN human resource development, it
must be considered how these social units affect the megatrends considered in this study. Digitalisation can
be a means of reconfiguring GVCs by linking countries and firms more efficiently (Ha, 2022) and of developing
innovations to spur green economic growth (Hao, et al., 2023). Increasing adoption of digital technologies can
transform production and employment. However, the initial impact of these technologies is work disruption,
which is expected due to changes in the task profiles of jobs and work organisation—particularly in work time,
autonomy, flexibility, and control (Eurofound, 2020). Nevertheless, if more tasks for workers are created around
a particular innovation, improvements in labour market conditions can happen. In contrast, issues around data
protection and data privacy might disadvantage workers. Substantial change is also expected in health and
safety, although available information does not indicate whether this might improve working conditions.

Given that these new technologies were mainly
advanced in developed countries, digital
transformation may seem exogenous to ASEAN.
However, internal economic and social conditions will
influence how digital transformation will be adopted
and implemented in a country. The main argument is
that GVC reconfiguration and greening the economy
can be made compatible with the technologies
adopted by individual countries after labour demand
declines due to digitalisation (Mayer, 2019). Digital
transformation is assumed to be affected by market
conditions. Additionally, the impact of digitalization on
labour and production depends on the reconfiguration
of global value chains (GVCs) and the pace of the
economy’s transition to greener practices.

Figure 6 provides a conceptual framework for this
report. The private sector is considered an agent
that can determine how the megatrends will proceed.
Governments are assumed to be able to influence the
private sector by creating incentives and penalties
to achieve greater social welfare. In addition,
communities, including worker organisations and
trade unions, can also affect technology by engaging
with  technology  decision-making  processes
and advocating for socially and environmentally
responsible choices. This involvement would help
ensure that technology adoption is not solely driven
by commercial interests, but also considers broader
social concerns, such as social protections and
decent work conditions.
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Figure 6. Relationships between private Sector, governments, and the megatrends

Private Sector

Communities Government Sector

Sustainability and Green

Digital Transformation Economy

GVC Configuration

Domestic Trade Sector

Free Trade Agreements

Source: The authors

Since GVCs involve different stages of the production process in different countries, globalisation motivates
companies to restructure their operations internationally by outsourcing and offshoring. Hence, the domestic
trade sector plays a key role in expanding GVCs in a country, making it feasible even for SMEs to engage in
greater internalisation (OECD, 2008). Regardless of whether an economy is undergoing technological change,
strengthening the domestic trade sector involves resource allocation, and this is where skills are important.
Skills must be developed before any significant catch up can be done. Otherwise, a country will be relegated to
lower-value exports. Hence, before a country can productively engage in GVCs, it must first develop a stable
and productive domestic trade sector, with enough labour capacity and capital to achieve scale economies.
Moreover, a country’s free trade agreements (FTAs) can create opportunities, as asymmetries across countries
(including knowledge and skills) are further decreased by coordination introduced by FTAs (Zhang, et al.,
2021).

This study takes a globalisation approach, In this approach, private sector decisions and actions

recognising that production processes are often
fragmented and dispersed across different countries,
with countries specialising in specific stages of a
value chain based on their comparative advantages.
This interconnectedness highlights the importance
of understanding the global division of labour, trade
patterns, and the relationships between different
actors in the production and distribution of goods and
services.
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are critical in shaping GVC formation, structure, and
dynamics. As major players in international trade and
investment, private companies are instrumental in
leveraging global opportunities, promoting economic
development, and facilitating the integration of
economies across borders. Governments and
communities should not impede the private sector,
but instead act its enablers to achieve greater social
welfare.



B. Skill Development as a Catch-Up Strategy for ASEAN

The ASEAN Employment Outlook (ASEAN Secretariat, 2023) discusses the linkages between digitalisation,
production, and employment. Digitisation is the key that brings about work changes and is expected to expand
as the need for simultaneous consumption and production arises. The Fourth Industrial Revolution (4IR),
accelerated by the pandemic and energised by artificial intelligence (Al), underscores the significance of the
digital economy as an engine of innovation, competitiveness, and growth. Regional trends show that ASEAN
and the rest of Asia and the Pacific are at the forefront of global e-commerce dynamism. Consequently, through
digital transformation, the role of labour and its linkages to services and other sectors typically improves an
economy’s ability for scale, innovation, and spillovers. Digitalisation eliminated the salient characteristics that
distinguished services from manufacturing—and which traditionally questioned the service sector’s potential
to lead productivity growth. Thus, the advent of digital technologies and the increased tradability of services

suggest rising productivity in services.

GVC reconfiguration highlights the importance
of combining manufacturing and services in an
economy’s structural transformation. While the
immediate impact of digital transformation is
concentrated on services, digital transformation
can be redirected to develop scale economies in
manufacturing that in turn can be realised through
linking with GVCs. In this case, the distinction
between manufacturing and services should be
blurred, as opportunities from manufacturing by
small firms and firms from low-technology industries
will be linked by digital technologies to GVCs (ADB,
2015; Reddy and Sasidharan, 2023).

Further, inclusion of the green transition in the
economy can lead to new products that are more
sustainable and resilient. Movement toward the green
economy through government regulation has caused
GVCs to adhere to sustainable and environmental
standards (Hu, et al., 2021).

The rise of online labour platforms (OLPs) can then
be viewed as an outcome associated solely with
digitalisation (ASEAN Secretariat, 2023). As tasks
are gradually altered and economies engage in
more digitisation, the demand for OLPs increases
and is sustained by further structural changes in
the economy. The impact of recent events such as
the pandemic and 4IR have accelerated the pace of
digital transformation. As a result, there are concerns
that technological transitions may displace less-
skilled workers and the vulnerably employed.

If appropriate government regulations and community
initiatives are developed, the rise of OLPs can create
opportunities to form labour arrangements other
than the permanent contracts and alternative work
arrangements in formal markets. There are three
possible future scenarios. In the first scenario, jobs
under permanent and alternative work arrangements
could be disrupted by OLPs, as these arrangements
can substitute for ftraditional provisions. In this
scenario, diminution of traditional arrangements
might lead to greater unemployment once digitisation
or information and communication technology inputs
substitute for labour in the production process.
Labour force participation may also decline. This may
persist permanently if no other options are available
to workers.

In the second scenario for GVC reconfiguration
and greening of the economy, additional tasks will
be developed and an increased demand for labour
and higher wages can be expected. As a result,
OLPs could complement existing arrangements and
offer workers secondary or complementary forms of
work to add to their incomes. Complementary jobs
may be suitable for women and youth workers who
need greater flexibility to engage in activities such
as household work or schooling. In this scenario,
unemployment might decrease, labour force
participation might increase, and the informal nature
of work would remain high.

The pandemic induced ASEAN users to adopt online services and this increased the number of digital consumers: 20 million were added
in the first half of 2021, yielding a total of 350 million digital consumers in ASEAN, up from 290 million pre-pandemic (Ing and Markus,

2023).
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In the third scenario, GVCs would spark more trade
and manufacturing, while added labour market
options could help traditional firms employ workers
excluded from the formal sector or engaged in
informal activities often characterised by poor labour
characteristics. In this scenario, unemployment
might decrease as the size of the informal sector
decreases, since manufacturing firms can hire
relatively unskilled labour from the informal sector.
Thus, more alternatives would be offered to
workers, forcing OLP owners to compete with other
employers. While OLPs may offer working conditions
similar to the informal sector, they also offer a level of
formality that might create better working conditions
for workers, such as training and better job quality
through improved linkages with formal activities.
This can be done only if OLPs face stiff competition.

A practical objective for countries is how to transition
large numbers of informal workers to the formal
sector. There are two possibilities. First, improving
work conditions offered by OLPs can be achieved
by offering alternative welfare-enhancing choices to
informal workers. Workers can choose to decline
work offers from OLPs if there are other work options.
In this scenario, the work of communities and
governments would be crucial. Second, skills could
be improved to increase the scale of manufacturing
firms to foster a more competitive labour market,
thus raising labour demand and wages. This would
be possible if new tasks involving digital technology
could be developed around GVC reconfiguration and
the expansion of the green economy.

This goal is particularly challenging for AMS, as
other countries employing digital and other new
technologies have significant market power because
of their size, network effects, or technological
advantages (scale economies). Large countries, like
China and the US, have comparative advantages
that could also hinder the development of
manufacturing in smaller countries. The first order of
business would be to improve the skills of workers
so as to complement the use and adoption of digital

technologies and Al. Skills that link ASEAN firms to
these large economies, or which complement digital
technology, would be needed to take advantage of
the megatrends. The main goal of skills development
would be to provide alternatives to workers, and
allow them to adapt, thrive, and contribute to these
transformative megatrends.

While advances in Al have the potential to result in
job losses and greater inequality, this is a greater
concern for developing countries, since their
comparative advantage is an abundance of unskilled
labour and natural resources (Korinek, et al., 2021).
Nonetheless, the greater fear is that Al technologies
will be more disruptive than the digital technologies.

In this case, skill development should be seen as a
strategy to catch up with more technically advanced
countries. Countries that are slow to adapt these
technologies will have to transform their routine
workers and imitation factories into Schumpeterian
entrepreneurs  (Yu, 1998). This would require
developing new startups to maximise digital
technologies while creating new job opportunities.
Given accelerating rates of change, startups and
technology using entrepreneurs would be more agile
than large corporations in adapting to new production
processes. A combination of the entrepreneurial
activity from startups and the corporate ability of
larger firms could be adopted as a management
strategy to introduce new innovations (Weiblen, et
al.,, 2015).

Thus, a country’s catch-up strategy requires moving
away from existing GVCs and developing domestic
value chains to create high-end segments for new
GVCs (Lee, 2019). For low-income countries,
participation in existing GVCs could lead to low
value-added production, as final products would
be further processed in other countries. Countries
should consider ‘leapfrogging’, e.g., accelerating
progress by skipping traditional development paths,
and developing their own GVCs. For this reason,
countries must strengthen their domestic economies

Based on technical definitions of formality, most online labour platforms, such as Upwork and Freelancer, are informal, as their workers
are considered independent contractors and not formal workers. However, these platforms connect formal businesses and individuals
with freelance talent for a wide range of tasks. Unlike informal organizations, these platforms have mechanisms that verify the identities
of workers and employers and offer features such as escrow payments and dispute resolution to help maintain transparent and secure

transactions for all parties.

The ASEAN Employment Outlook (ASEAN Secretariat, 2023) said that fewer persons are engaged in OLPs in countries where the share

of services to GDP is higher (e.g., Singapore).
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to supply the main inputs for a domestic GVC.
Again, this highlights the importance of skilled labour
development.

In summary, that reconfiguration of GVCs as
resilient and sustainable after the pandemic will
provide opportunities that can be used to address
new challenges, leverage emerging technologies,
and adapt to changing market dynamics. Skilled

professionals, with a diverse range of expertise, are
essential for navigating these complexities and for
ensuring that GVCs remain efficient, resilient, and
competitive in the evolving global landscape. The
next subsections consider how skills have been
affected by the megatrends. By responding to the
megatrends, countries will be able to design better
skill development programmes.

m Digital Technology and the Digital Divide

The 4IR was just beginning when the pandemic struck. The subsequent imposition of mobility restrictions
impeded or shut down many face-to-face businesses, forcing changes to how business processes and
transactions were carried out. The adoption of digital tools and platforms was one of the fastest ways to restore
connectivity and productivity. Their use helped firms reconnect with customers and helped the public sector

deliver public services to constituents.

During pandemic-related lockdowns, societies
conducted work and classes remotely, creating a
heavy reliance on online platforms. Consumers
also adopted e-commerce platforms and adapted to
digital forms of payment. This created more online
platform jobs, despite their informal, temporary, and
unregulated nature (Villafuerte, 2023).

While digitalisation created and saved jobs
during the pandemic, it also exposed the grim
reality of the digital divide. A 2022 International
Telecommunications Union (ITU, 2022) report said
that a sizeable proportion of the world’s population
was not connected to the internet. This is true,
despite the universal coverage of mobile networks
through at least a 2G network across the globe. By
2022, global 4G network coverage reached 88%, with
near universal 4G coverage in Asia-Pacific (96%) .
However, near universal coverage did not translate
into higher or universal use.

The 2022 ITU report also stated that the digital divide
was most evident in the incidence of urban dwellers
who use the internet (82%) than rural users (46%).
Asia-Pacific reflects these pattern (urban areas,
82%; rural areas, 47%). The gap between gender is
smaller (male users, 67%;female users, 61%). The
younger youth segment (15-24) has a significantly
higher level of individual users, 73%, versus total

Asia-Pacific users (63%). This is slightly lower than
the global average of 75% and 65%, respectively.

As digital skills increase as requirements for
employment, those living in rural areas, older persons,
and, to a certain extent, some women, will continue
to be isolated by technology unless programmes are
developed to eliminate factors preventing them from
adapting to or learning digital skills and accessing
the internet.

Moreover, widespread use of digital technologies due
to the pandemic may also result in the increased use
of labour-saving technology as a substitute for labour.
As digital transformation accelerates, job polarisation,
as evinced by the displacement of middle-skilled
workers, can follow. Manual and routine jobs are at
higher risk of displacement in advanced economies,
while developing countries have lost middle-skilled
occupations that are intensive in routine, cognitive,
and manual tasks (Autor & Dorn, 2013). Although
there is no evidence of job polarisation, experts argue
that the effects of digital technologies will be greater
in developing countries that have jobs involving
a higher routinisation of tasks (Park & Inocencio,
2020). Hence, given the value of digitalisation to
ASEAN, the importance of skill development must
also be highlighted.

Schumpeter entrepreneurs engage a combination of productive factors in innovative ways, e.g., the introduction of new goods, the
introduction of better-quality goods, the introduction of new methods of production, opening new markets, the use of new sources of supply
for a raw material or an intermediate good, or establishing a new organisation within an industry.
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m GVCs as a Way to Create Alternative Employment Sources

In ASEAN, manufacturing GVCs create more jobs and are slightly more inclusive than non-GVC companies.
ADB (2023, pp. 16-17) data show that GVCs generated the highest share of jobs in 2021, and were linked to
more than 60% of employment. Intraregional value chains paled in comparison, generating only 13% of the

jobs attributed to GVCs in the region in the year 2000.

The same report stated that GVCs influenced labour
markets toward inclusivity, noting that a slightly
higher proportion of women held GVC-related jobs
compared to total employment (45% vs 42%). GVCs
also tended to hire young workers compared to total
employment figures.

On job quality, GVC jobs offered greater wage
stability and better employment conditions than
those who were self-employed. In 2021, this was the
case in more than half of GVC jobs (54%). However,
the downside of GVC employment is that workers are
likely to be in low- to medium-skilled occupations. In
fact, in 2021, the proportion of high-skill occupations
in GVCs was only 11%. In ASEAN, countries that
were better integrated with GVCs were able to
rapidly reduce working poverty and improve labour
productivity (Villafuerte, 2023).

The pandemic triggered a domino effect, as
lockdowns disrupted efficient GVC operations,
leading multinational corporations (MNCs) to
consider reshoring, consolidating, or diversifying
their GVCs (Shrestha, 2023). While reshoring is a
potential threat resulting from decisions of MNCs or
governments to consolidate operations in a home
country, the World Economic Forum (WEF) states
that MNCs will continue to look for new locations.
Logistic metrics, such as ease of market entry and
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proximity to source materials and market, will be
important criteria for choosing a country to invest in.
The WEF asserts that low labour costs (or labour cost
efficiencies) will be a weaker determinant for location
selection by MNCs, while greater importance will be
placed on location resiliency (WEF, 2023).

The adoption of digital technologies enhances
the resiliency of GVCs. The initial impact of work
disruptions is expected to target skill use and
development, since changes in the task profiles of
jobs and work organisation (particularly working
time, autonomy, flexibility, and control) will
transform production and employment requirements
(Eurofound, 2020).

The megatrends are pushing countries to upgrade
their industries and training institutions. Excessive
focus on a single megatrend, such as digital
transformation, may lead to ineffective responses
at the expense of better approaches for managing
the other megatrends. At the same time, countries
that cannot respond immediately to the megatrends’
accelerating pace will face increased difficulty in
catching up in the future. Thus, there is a need to
establish PPP for skills development to increase the
skills that economies, companies, and for workers to
adapt to the megatrends.



m Sustainability and the Green Economy

Decarbonisation is something ASEAN must consider as countries to pursue green recovery strategies during
the transition to a post-pandemic normal. ASEAN is part of Asia, which has been described as the ‘factory of the
world’ by an ADB study (2023). Asia leads the world in greenhouse gas (GHG) emissions in terms of production
(although advanced economies lead GHG emissions for consumption [ADB, 2023]). Thus, responses to digital
transformations and globalisation must incorporate sustainability and resiliency. Communities and other social
groups are likely to promote these concerns and insist on placing these on the agenda.

On trade, if ASEAN and AMS pursue green recovery
options, this will improve competitiveness. ASEAN
trading partners with advanced economies, e.g.,
the European Union (EU), have been growing
less tolerant of non-green practices, preventing
entry of products from companies that engage in
deforestation (ADB, 2022). Aside from the EU, the
US is also looking to meet sustainability goals. It
can be expected that the US will also enforce new
sustainability requirements on companies in their
supply chains (Shrestha, 2023).

Overtime, as countries transition to green economies,
new regulations favouring products that are more
environmentally friendly and sustainably produced
will be imposed by governments. GVCs will have to
abide by these standards if they wish to access these
markets (Hu, et al., 2021).

The transport sector, which intersects with the
logistics function of GVCs, was identified by

McKinsey as another large source of GHGs between
2018 and 2050. Transitioning the entire transport
sector might contribute to a 14% abatement of GHGs
(Farmer et al.,, 2022). Globally, regulators have
introduced ambitious goals for EVs, with the EU
aiming to achieve carbon neutrality by 2050 and the
US targeting 50% of new cars sold by 2030 to be
EVs.

In ASEAN, eight out of 10 AMS have committed
to carbon neutrality by 2050, while Indonesia
has committed to carbon neutrality by 2060. The
Philippines is the only country without a net-zero
carbon emission target (Zheng, 2022) The region is
targeting that 20% of new vehicles be EVs by 2025,
as reported by the International Renewable Energy
Agency (Fallin & Lee, 2022). AMS have drafted their
own goals as well, with Indonesia aiming to sell only
electric cars and motorcycles by 2050 and Brunei
Darussalam targeting 60% of total annual vehicle
sales to be EVs by 2035 (BIMP-EAGA, 2022).
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3. The Importance
of Public-Private
Partnerships in Skill
Development

to sustainable development. In doing so, higher skill levels will be needed to meet the required levels

T he private sector must use digital technologies to enhance supply chain transparency and contribute
of human capacity necessary to address the challenges introduced by the three megatrends.

There are two basic types of skills training (Becker, 1964):

1. Firm-specific training, that provides workers with firm-specific skills that will increase their productivity only
with current employers.

2. General training, that contributes to workers’ general human capital and will increase their productivity for
any employer.

In this model, workers will only invest in general skills, and firms will only invest in specific skills. While skills
training is a combination of firm-specific and general training, productivity can be expected to increase more if
firms invest in specific skills. If training costs can be recovered by raising marginal revenues in the presence
of market restrictions on worker mobility, private firms are willing to invest in both general and specific skills
(Acemoglu and Pischke, 1999). In competitive labour markets, which are characterised by greater job flexibility,
workers obtain all the returns from general human capital training, hence creating a disincentive to firms to
train.
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“ Types of Public-Private Partnerships on Skills Development

The limited involvement of industry in training makes
public-private  partnerships (PPPs) necessary.
There are three types of PPPs in skill development
(Sakamoto, 2016; Taurelli, 2020).

First are policy or knowledge-oriented PPPs,
promoting joint formulation of skills policies and
legislation, as well as joint monitoring and evaluation
of implementation. Their goal is to generate
knowledge of labour market needs and identify
demands for competencies, qualifications, and skills.

Second are systems- or resource-oriented PPPs,
concerned with raising financing for skills development
and focusing on developing the necessary capital,
equipment, and schools for effective training. A
challenge in setting up these PPPs pertains to the
differences in organisational cultures of different
partners (Batjargal and Zhang, 2021). Crucial is the
refinement of skills or competency-based standards
and qualifications, as well as the institutionalisation
of a mechanism for assessment and certification,
including establishment of workplace learning (e.g.,
incubators and apprenticeships).

Third are training delivery or provision-oriented PPPs,
focusing directly on the learning process. These
PPPs are the most diffused with regards workplace
training. These partnerships should also establish
mechanisms for the joint assessment and certification
of skills, as well as for the joint management of
former government training institutions. In this type, it
is recommended that specific training be conducted
in the workplace itself.

Governments must set up all three types of PPPs,
even if this must be done via different agreements
with different private agencies. The output of the first
two types of PPPs create inputs for all three types.
The first step must be to create sector skill councils,
as well as local/regional skills councils led by private
industry skill bodies. Such councils should begin the
process of creating PPPs.

Private sector participation is vital, since the goal
for countries is to shift their economies to high
value-added activities that involve increased GVC
participation in transitioning to the green economy
as well as leapfrogging to higher segments in value
chains. The private sector can provide information on
skills in demand, inputs for the development of skills/
competency standards, and training curricula. More
importantly, private sector participation can help
ensure that training graduates are employed and
contribute more productively to outputs. The private
sector can help develop sector-specific institutional
learning facilities and upgrade existing training
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m How to Attract Private Sector Participation in Skills Development

The challenge is how to collaborate with the private sector on skills development. Governments can ensure
private sector participation via several modalities (Sakamoto, 2016; Taurelli, 2020). First, as skills are not a
top private sector priority (especially for firms competing in low-cost production), investing in skills will only be
rational if skills are part of an upgrading strategy for a business or sector. Thus, skills councils based on the
needs of specific sectors or regions should focus on developing specific training aimed at upgrading production.
The creation of entities to make PPPs more effective is an important element of innovation. Membership in
these entities would be a mechanism for facilitating collaboration.

Second, as general skills are required for specific
skills training, governments must incentivise
investment in general skills through fiscal incentives
and cost-sharing mechanisms, such as tax incentives,
payback clauses, or loans. As with training funds,
these mechanisms can significantly ease private
investment in foundational education. Private sector
participation would depend on government incentives
and subsidies.

Third, the role of social partners highlights the
importance of civil society actors, such as trade
unions and NGOs, that can bring innovation into their
pronouncements. Community organisations should
be an essential part of PPPs, as they can promote
equal access to training and skill recognition. By
bringing community movements into partnerships,
more cordial relationships may be created between
workers and employers when pursuing innovation.
Reducing transaction costs between workers and
employers could be one incentive for private sector
participation. Involving individual businesses, their
associations, individual training providers, and
relevant public authorities will afford a variety of
perspectives to the PPP, and solidify multilevel
governance.
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Similar to the case on infrastructure-focused PPPs,
various legal and financial arrangements will be
needed to convince participants that there are
benefits from the partnerships. However, unlike
infrastructure PPPs, skill-development partnerships
are outcome oriented, not output oriented. The
benefits of these partnerships are less quantifiable
and more long term. Hence, the private sector would
have to be involved in monitoring and assessing the
training PPPs.

Since society will benefit ultimately from skill
development, the public sector, to an extent, should
be expected to fund these activities. However,
financial costs might burden governments or
prove politically impossible, particularly since skill
development would require significant tax revenues.
This would be difficult to justify in countries with large
budget deficits. Accordingly, as the training becomes
more specific, mechanisms would have to be put in
place to organise collective sectoral and regional
arrangements based on taxes collected from key
stakeholders (Eurofund, 2018).



Due to limited public resources, investment from private firms would be necessary, although these investments
could only be provided with expectation of returns. There are several ways to reduce the burden of financial
contributions from private partners (Taurelli, 2020):

1.

Planned financial gain for the private sector must be ensured (the classic PPP model). Given that this is a
clear business case, potential partners can be forthcoming and partners selected competitively, something
that has significant advantages. However, since the expected returns from skills development are difficult
to monetise and identify, there will be difficulties in calculating financial returns.

Expected contributions must be quantified in advance, i.e., the amount of resources to be given by private
partners must be fixed before start of a project. This has advantages and disadvantages. On one hand,
there will be an increased sense of ownership of the collaboration by the private partner, who is likely to
take more responsibility for the results. On the other hand, ambitious entry requirements may complicate
the search for partners, as businesses may not be convinced of the benefits of collaboration.

Funds can be taken from a legislated tax-based training fund at the national, sub-national, or sectoral
level, or through another mechanism in the general budget process of a country. The advantage would
be automatic funds collection, whereas the difficulty would be targeting the tax at those who would later
benefit from the redistributed funds. Otherwise, the tax must be applied universally and justification made
for why the funds have been disbursed on a selective basis.

The financial modality of these PPPs depends on the work of the councils that will determine the programme
content and resources available for these activities. Effective PPP arrangements should include financial
arrangements that clearly define how the initiative will be financed and whether financing will be shared. This
will require strong management information and monitoring systems to support defining targets and evaluating
performance (Batjargal and Zhang, 2021).
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4. Summary and Conclusion

T

he private sector, possessing the best understanding of what is needed to adapt to technological
innovation and skills development, can help governments identify the most relevant and in-demand
skills to support growing industries, while also participating in training workers in those skills.

Governments, on the other hand, control policy tools that can create enabling environments, adapt regulations
to support the growth of future industries, and provide training in skills identified by the private sector. Community
organisations can also collaborate to ensure welfare protection for workers. This would support that the supply
of skills required by the private sector matches the needs of GVCs. The following recommendations are

highlighted.

First, AMS should consider how to adapt all three of
the megatrends identified in this report: digitalisation,
GVC reconfiguration and the transition to a green
economy. This simultaneous focus is essential,
and will allow countries to develop their individual
strategies consistent with domestic conditions
and global trends. Focusing only on technological
reforms will limit a country’s options and may result
in inefficient policies. A broad, multifaceted approach
is needed to meet the challenges posed by the
megatrends.

Second, the private sector should be at the forefront
of national responses in AMS. Governments must
act as enablers, while community organisers
must monitor and enforce social standards. A key
issue facing skills development programmes is
the alignment of skills demand and supply. This
problem can be substantially solved if the private
sector is continuously to define their skill needs and
requirements. Ultimately, the production plans of
the private sector should determine which training
programmes are to be implemented.

Third, the goal of ASEAN should be to achieve
technological breakthroughs to catch up with more
developed regions, avoid barriers imposed by
limited national capacities, and take advantage
of the knowledge found in other countries. Skills
development programmes that support this goal
would best be based on the GVC-technology diffusion
training model. However, it is also necessary to
institutionalise other models to achieve social ends
and provide formal training. Training programmes
should target individuals and regions that have not
fully maximised their technological abilities and
resources. Social programmes to enhance green
sectors of the economy must be developed. CSOs
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that work in remote and marginalised regions
affected by climate change should be encouraged to
perform these trainings. Further, governments must
continually invest in general skills, since the private
sector may not be willing to, since the returns would
be social rather than private. Finally, the megatrends
necessitate a shift from specialised learning to
lifelong learning, with a focus on critical thinking.

Fourth, catch-uprequiresleapfroggingthroughexisting
GVCs. Participation only in existing GVCs can place
a relatively progressive country in a ‘middle-income
country trap’, as low-value added production, which
leads to lower wages and poor working conditions,
exists within these value chains. Leapfrogging
may involve large corporations partnering with
technological startups to create incubation facilities
and programmes to train and mentor younger
and more technically savvy individuals to form
entrepreneurships. Incubation programmes provide
the necessary support, resources, and ecosystem for
startups and entrepreneurs to thrive, leading to job
creation, innovation, and economic advancement.
With strong mentorship, young entrepreneurs with
fresh perspectives, energy, and willingness to take
risks can benefit greatly.

Finally, PPP arrangements are needed to formalise
the collaboration of governments, the private sector,
and communities in the process of creating and
ensuring productive employment. Training should
emanate from demand. As the private sector is
reluctant to invest in training, as cost efficiency is a
priority, PPPs should create the necessary financial
and growth incentives to sustain skill development.
PPP arrangements are the first step in this journey
toward sustainable growth.



Appendix A. Key Informant Interviews

4/24/23

25/4/23

5/9/23

5/18/23

22/5/23

24/5/23

24/5/23

25/5/23

26/5/23

8/6/23

13/6/23

20/6/23

12/7/23

Dr. Nuwong Chollacoop

Ms. Sofia Shakil

Mr. Francis Macatulad

Ms. Hannah Najar

Ms. Yen Hoang

Dr. Rashesh Shrestha

Ms. Jamie Ko

Mr. Pyo Daebum

Mr. Suphot Sukphisarn

Mr. Suroj Sangsnit

Mr. James Villafuerte

Ms. Marija Ralic and colleagues

(written interview)

Dr. Paryono Paryono

Low Carbon Research Group
Director & Renewable Energy and
Energy Efficiency Research Team
Leader

Independent Expert

Executive Director, Asia Society for
Social Improvement and Sustaina-
ble Transformation

Regional Program Manager, Go
Digital ASEAN, The Asia Foundation

Senior Officer, External Economics
Relations Division, ASEAN Secre-
tariat

Economist, Economic Research
Institute for ASEAN and East Asia

Director, Regional Public Affairs,
Grab Southeast Asia

Labour Attache of the Republic of
Korea to ASEAN

Chairman, Auto-Parts Industrial
Club, Federation of Thai Industry

Vice President, SAIC Motor

Principal Economist, Asian Develop-
ment Bank

Lead, Google APAC

Deputy Director for Professional
Affairs and Research Manager,
SEAMEO VOCTECH
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Thailand Automotive Industry EV
ecosystem

Megatrends, skills training and
economic planning, social pro-
tection

TVET and digital skills training

Go Digital ASEAN case

Multilateral trade agreements:
realities, challenges, and oppor-
tunities

Megatrends, GVC integration with
MSMEs, skills training

Grab skills training, PPPs

Korean skills training ecosystem,
PWD employment

Industry perspective on transition
to EV production

Diffusion of skills training via
GVCs

Megatrends, GVC integration,
skills training, social protection

Google.org’s and Go Digital
ASEAN

TVET ecosystems and challenges
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