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Abstract: The paper explores the way micro-, small and medium-sized
enterprises (MSME) in ASEAN countries use financial technology
(fintech) tools through the prism of global fintech trends and grass-root
commercial practices across Southeast Asia. On tracing trends and dy-
namics of global fintech processes, the paper reveals salient features of
fintech practices across Southeast Asia to finally turn to synergizing the
global and regional fintech trends with the priorities of ASEAN MSME.
The findings indicate that although some obstacles are in place, general-
ly MSME actively use fintech tools with assistance from government au-
thorities, private fintech platforms and ASEAN initiatives. The relevance
of the research is clear, as it reveals salient features of ASEAN MSME as
regional economic role players before the establishment of ASEAN
Community 2025. As a focus on ASEAN MSME from the perspective of
fintech tools has not been a special research direction, the paper has ob-
vious academic novelty. Since the way MSME in ASEAN member states
use fintech tools is a comprehensive and multidimensional topic, reveal-
ing its key characteristics is a timely exercise, as it allows detailing the
digital transformation of regional economic and business practices, in-
cluding trans-boundary ones, and, by extent, conceptualizing salient fea-
tures of the ASEAN Economic Community. The latter point accounts for
the theoretical significance of the study.
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AHHoTayumsa: OTTallKMBasCb OT XapaKTepa rnobanbHbix TEHOEHUWNA B cdepe
$UMHAHCOBBIX TEXHONOIMM (PUHTEX) U OENOBbIX NPAKTUK Ha MPOCTPaHCTBE
lOro-BocTouHoM A3uu, B paboTe NpoaHarim3npoBaH XapaKTep UCMNob3oBa-
HUA PUHTEX-UHCTPYMEHTOB MUKPO-, MalibiIMMU U CPEOHUMM NPEanpUATUAMU
(MMCn) B cTpaHax ACEAH. Mpocneams TeHOeHUUW U AMHAMKUKY rnobanb-
HbIX MpPoLeccoB B PUHTEX-CEKTOPE, CTaTbsl BbIABMAET XapaKTEpPHbIE OCO-
6eHHOCTU PUHTEX-MPaAKTUK B tOro-BocTtouHom A3uKn, Nepexoas K yBa3Ke
rnoGanbHbIX U PermoHanbHbIX TEHOEHUUN B GUHTEX-CEKTOPE C MpuopuTe-
Tamm MMCI1 rocygapcte ACEAH. Pe3ynbTaTbl UcCnegoBaHUA NMOKa3biBatoT,
4yTO, HECMOTPSA Ha Hanunyume onpepeneHHbIX NPenaTcTBUK, B Lenom, MMCI1
AKTUBHO UCMOMb3YIOT GUHTEX-UHCTPYMEHTbI, MOSb3YyAChb MOOOEPXKKOM CO
CTOPOHbI FOCYAAPCTBEHHbIX CTPYKTYP, YacTHbIX GUHTEX-MIATPOPM U UHU-
umatme ACEAH. AKTyanbHOCTb MCCegoBaHUA NpeacTaBnsaeTcss o4eBUOHON,
MOCKOJ/IbKY OHO BbISIBISIET XapaKTepHble YepTbl MCMI rocyoapcts ACEAH
KaK pPervoHasibHbIX 3KOHOMMYECKMX UIMPOKOB HaKaHyHe ¢opMMpoBaHUA
CoobuectBa ACEAH go 2025 roga. MNocKomnbKy Mcrofib3oBaHUe GUHTEX-
MHcTpyMeHToB MCMI ctpaH ACEAH He aBnsanocb oTAenbHbIM UccrefoBa-
TENbCKUM HarnpaBfieHMeM, cTaTbsl 06n1afaeT HECOMHEHHOM Hay4yHoW Ho-
BU3HOW. YUUTbIBad, YTO UCMONb30BaHME GUHTEX-UHCTPYMEHTOB SBNSETCH
KOMMIEKCHOM M MHOIOACMeKTHOM TEMOM, BbIABIEHME €€ K/TI0YEBbIX XapakK-
TEPUCTUK ABNAETCA CBOEBPEMEHHbIM: 3TO MO3BOIAET NPOBECTU AETAlIbHbIN
aHanu3 undpoBon TpaHchopMaLUUU PEMMOHANbHbIX SKOHOMUYECKMX U Oe-
NOBbIX MPAKTUK, B TOM YMUC/e TPAHCTPAHUYHbIX, U, B KOHEYHOM uTore, 6onee
rny6GoKO OCMbLICNUTb Hamnbonee 3HauMMble YepTbl DKOHOMUYecKoro Coob-
wectBa ACEAH. MNocnegHee o6ycnaBnmMBaeT TEOPETUYECKYD 3HAaUMMOCTb
npoBefeHHOro nccrnegoBaHus.

Kno4yeBbie crioBa: QuHTEX, rsiobasibHble TeHAeHUuu, tOro-BocToyHas
A3u1g, MHOrOCTOPOHHUE uHMUMaTmebl ACEAH, MuKpo-, masble U cpea-
Hue npeanpusTus, rnpaBUTE/IbCTBEHHbIE [MPOrpaAMMbl, KpeauToBaAHUE
6u3Heca

Onsa umtupoBaHua: KaHaes E.A., Napaesa A.P., ConogkoBa O.J1. DUHTeX-
MHCTPYMEHTbI B OeNOBbIX MNPAaKTUKaX MUKPO-, MasnbiX U cpegHuUx npea-
npusTmin ctpadH ACEAH // lOro-BocTtouHas A3ns: akTyanbHble npo6rembl
pa3BuTus, 2024, ToM 4, N2 4 (65). C. 11-24. DOI: 10.31696/2072-8271-2024-4-
4-65-011-024
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The international milieu in and around Southeast Asia becomes in-
creasingly volatile. The region is a focus of close attention of extra-regional
powers. The Association of Southeast Asian Nations (ASEAN) is ap-
proaching the target date for the establishment of ASEAN Community
2025. ASEAN member states implement large-scale modernization pro-
grammes aimed at raising their competitiveness. As the digital transfor-
mation has become a trendy buzzword, it is a crucial component of the
afore-mentioned developments.

To cope with multiplying challenges, as well as to grasp emerging
opportunities, ASEAN and its member states attach profound significance
to fintech tools synergized with the priorities of micro-, small and medium-
sized enterprises (MSME). The reasons are numerous, but two appear to be
most important. For ASEAN and its member states, broad digital support
for trans-boundary economic initiatives, as well as integrating MSME into
them, is of immense importance.

To what extent ASEAN will succeed in performing this task remains
an open-ended question. Nevertheless, to trace major fintech-related devel-
opments linking them to the priorities of regional MSME ahead of the tar-
get date of the ASEAN Community 2025 is a timely and relevant exercise.

A Look at Global Fintech Trends

Fintech is a relatively new phenomenon that needs further conceptu-
alization and operationalization. Nevertheless, for the sake of convenience,
a definition offered by the World Bank may be taken as a basis. Specifical-
ly, fintech is referred to as “The advances in technology that have the po-
tential to transform the provision of financial services spurring the devel-
opment of new business models, applications, processes, and products”’.
More specifically, fintech covers credits, payments and money transfers,
insurance, personal wealth management, etc.

As fintech is constantly evolving, it is problematic to make a com-
prehensive assessment of its trends and dynamics. Nevertheless, the follow-
ing points warrant consideration.

Fintech as a phenomenon marks a significant milestone in the evolu-
tion of the financial sector. In fact, banks and other financial organizations
lost monopoly and exclusivity over financial services, while miscellaneous
aggregators of customer-focusing information are actively exploring this
niche?. In their turn, financial organizations prefer to cooperate with fintech
companies, as it brings considerable advantages. Banks obtain consumer-
relating information, mostly, behavioral and attitudinal data, which allows
measuring customer experience and brand loyalty, as well as offering per-
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sonalized products and developing customer retention decisions. Efficiently
targeted financial services and diversified marketing channels for attracting
customers are other distinct advantages.

Logically, aggregators of consumer-related information are increas-
ing in significance for financial organizations. These aggregators are ex-
panding the spectrum of their services and customer reach practices. In
these circumstances, various forms of cooperation and integration between
financial organizations and social media aimed at decreasing transaction
costs are widespread.

Simultaneously, financial organizations increasingly count upon
digital technologies. Take, for instance, RegTech that allows enhancing the
efficiency of reporting, client identification, transactions, risk control etc.
As a result, many globally renowned banks, among which Nationwide (the
US), and Hong Kong and Shanghai Banking Corporation (China), use open
Application Programming Interface (API). Such ecosystems are premised
upon a horizontal structure that embraces partnerships between banks,
fintech companies and non-financial organizations. As a result, banks sell a
wide range of supplementary products like insurance, discretionary man-
agement instruments, etc. Since small banks can neither develop nor im-
plement comprehensive IT solutions, they join ecosystem created by large
banks.

Although banks and fintech companies share partnerships, they differ
along multiple criteria. Banks offer a full spectrum of financial services like
credit cards, vehicle and mortgage loans, business and institutional banking
solutions etc., while fintech companies are mostly credit lenders and inter-
mediaries in financial transactions. Banks do not rely on big data to the ex-
tent fintech companies do. Banks are not exposed to risks that relate to in-
frastructure failure or mismanagement to the extent fintech companies are.
Most importantly, banks, compared with fintech companies, face much
more strict regulatory oversight. Financial companies offer high-risk loans,
which, coupled with consumers’ financial illiteracy or irresponsible behav-
ior, carries negative implications for financial stability.

In a short-term perspective, fintech instruments are likely to increase
in demand across the world. In 2023, according to available estimates, the
global fintech market stood at 226 billion US dollars. Between 2024 and
2032, it is expected to reach 917 billion dollars®. This growth is the result
of many parallel developments.

First, a rising demand for embedded finance matters. As defined by
PwC, “Embedded finance is the seamless integration of digital banking,
along with other financial products and services, into nonfinancial compa-
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nies’ platforms or applications. It enables these nonbanking businesses to
offer their customers—and additional stakeholders, such as suppliers, part-
ners, and employees—a wide range of financial services, including lending,
insurance, and payments, without having to build the underlying financial
infrastructure or hold the relevant regulatory approvals themselves”*. Ex-
perts argue that embedded finance synergized with Banking-as-a-Service
(BaaS) may make traditional financial intermediaries redundant’. Arguably,
prospects for embedded finance instruments are bright, as they raise the
level of customer loyalty and, by extension, customer retention.

Second, from a consumer perspective, fintech is a tool of financial
maneuvering at times of economic uncertainty. Specifically, economic in-
stability actualizes expenses control and management mechanisms. More
specifically, new instruments of managing subscriptions and choosing ser-
vice suppliers appear. For instance, the fintech startup Better Compare es-
tablished a service for comparing prices for medical services. A user speci-
fies what kind of assistance he or she needs, and the app offers several op-
tions. In other words, people tend to explore possibilities to increase their
financial resilience and create additional safety mechanisms, including by
means of fintech tools.

This is all the more significant since the COVID-19 pandemic stimu-
lated mutual penetration of industries and, by extension, applications. In
order to decrease transaction costs, “finance plus”, “health plus”, enter-
tainment plus” and “devices plus” apps appear. “Shared accounts” aimed at
collectively saving and managing money by small groups are another ex-
ample. Integration of fintech services and e-commerce platforms, exempli-
fied by BNPL (buy now, pay later) further evidences this practice.

Third, as the Artificial Intelligence (AI) penetrates all the spheres of
human activity, increasingly influences on the fintech sector. Examples
include an upgrade of risk management systems, personalized offerings,
combatting fraud, etc. Investment and insurance are of special importance,
as Al can choose an individual investment plan according to risk and prof-
itability criteria, make a reliable market forecast and manage insurance
risks by big data instruments. Although many obstacles are in place, most-
ly, concerning regulation, ethic and responsibility issues, cyber threats, ris-
ing inequality, etc., nevertheless, Al prospects are bright. Al tools increase
accuracy in financial forecasting by identifying different regulatory frame-
works, create personalized banking services, including money transfers and
remittances, upgrade the corporate finance structure. This evidences that Al
in fintech is a revolutionary factor that radically transforms financial prod-
ucts and interactions.
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In sum, fintech tools become increasingly complicated, and the sec-
tor enters bigger digital ecosystems. As large-scale economic projects need
firm digital support, fintech instruments will be part of the integration
agenda developed by multilateral organizations. Among them, ASEAN that
is on the eve of the establishment of ASEAN Community 2025 is of special
relevance.

Fintech Developments across Southeast Asia

Various forms of fintech practices are widespread across Southeast
Asia, which is an outcome of several factors. Southeast Asia is a region
with booming e-commerce market, massive cross-border remittance flows,
thriving travel industries, multiple outsourcing spheres, as well as many
other fields with big money. A considerable share of unbanked population
(according to available data, over 60% in 2022) and informal labor practic-
es stimulate demand for fintech®. As a result, it is hardly surprising that in
2022 FY fintech funding in ASEAN-6 (Indonesia, Malaysia, the Philip-
pines, Singapore, Thailand and Vietnam) stood at 5,18 billion dollars, alt-
hough the funding dynamics and the number of deals are uneven’.

In Southeast Asia, fintech is in growing demand. It is exemplified
by, for instance, growth of cross-border payments. Selected examples in-
clude Singapore’s PayNow and Malaysia’s DuitNow that develop P2P
cross-border money transfers®, Thailand strengthens cross-border payment
ties with its ASEAN neighbors®. A proliferation of account-to-account
(A2A) transactions is noticeable, as exemplified by 42% of Thailand’s
PromptPay and 37% of Malaysia’s DuitNow online purchases in 2022. An-
other conspicuous trend is demonstrated by growing popularity of digital
wallets and BNPL (buy now, pay later) practices. To illustrate both cases,
Indonesia is a relevant example. While the usage of digital wallets account-
ed for 6% of POS (points of sale) transactions in 2019, it rose to 28% in
2022. Concerning BNPL, Indonesia’s crowded market represented by Aku-
laku, GoPayLater, Kredivo, Traveloka PayLater and other players that de-
velop BNPL tools is of special note™.

Last but not least, the establishment of digital banks and neo-banks
matters (the former are regulated entities, while the latter are not licensed
and prefer to enter into partnerships with commercial banks). Although
progress is uneven, across Southeast Asia interest in digital banks is grow-
ing". According to available estimates, 22,63 million clients will use re-
gional neobank services by 2028".,

Concerning fintech, Singapore is rightfully considered to be ahead of
its ASEAN partners. Although Singapore has a small population and mar-
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ket size compared with the majority of other Southeast Asian countries, it
accounted for 53% of Fintech investment and 60% of deals in ASEAN-6 in
2022"%. The reasons are as follows.

Most importantly, Singapore is considered as a kind of “spring-
board” to the ASEAN market. According to an opinion popular in the Asia-
Pacific business community, “expansion into Singapore is a strategic deci-
sion to serve as a bridge into the rest of Southeast Asia”'*. Moreover, Sin-
gapore has a large expatriate community, including Chinese nationals,
which contributes to disseminating fintech practices. Specifically, Panda
Remit and other fintech firms conduct Chinese money transactions. In addi-
tion, there are many financially solvent people in Singapore (so-called high
net worth individuals — HNWTI), which offers WealthTech companies a sig-
nificant scope of activity with an expansion to neighboring countries. Last-
ly, Singapore’s business-friendly regulation and considerable support that
the Singaporean leadership gives its fintech sector — exemplified, for in-
stance, by S$ six million grant given by the Monetary Authority of Singa-
pore (MAS), Singapore FinTech Association (SFA) and AMTD Founda-
tion (MAS-SFA-AMTD) Fintech Solidarity Grant in 2020 (plus to Singa-
pore’s earlier initiatives)'® — plays a significant role.

In the years to come, Southeast Asia is likely to loom large in the
priorities of both global and regional fintech players. Remittances that
come from both within and outside the region is likely to remain at current
levels. According to the World Bank, the Philippines, Vietnam, Indonesia,
Thailand, Cambodia, Myanmar and Malaysia were among top remittance
recipients in the Asia-Pacific region in 2022'°. Furthermore, the intra-
country market scale factor matters. As Gita Prihanto, Chief Operating Of-
ficer of Indonesia P2P payments platform Flip, pointed out, “The interna-
tional remittance business is something that is big in Indonesia. It’s an 8.5
billion market with approximately 25% year-on-year growth”'’. A large
number of financially-savvy consumers, including micro-entrepreneurs,
who aim to increase their incomes and diversify their shopping options, is
another growth factor. Lastly, the afore-discussed link between fintech and
Al plays an important role due to the development of micro-investment
platforms, smart investment tools, smart portfolios, etc.

ASEAN has ambitious fintech-relating plans, the more so since digi-
tal support is among major factors behind the successful implementation of
ASEAN prospective plans. Without mentioning all ASEAN initiatives with
a fintech component, suffice it to say that this topic is included in ASEAN
Digital Masterplan. Besides that, prominent examples include ASEAN
launched Working Committee on Financial Inclusion, ASEAN Bankers
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Association, ASEAN Financial Integration Network and ASEAN Inclusive
Financial Index that pointedly focus on fintech issues. Lastly, ASEAN
Business Advisory Council pays close attention to this topic and develops
ties with influential players'®. Sufficient evidence suggests that these steps
are part of an active strategy rather than a political slogan.

Notwithstanding these factors, there are important obstacles that un-
dermine ASEAN’s efforts. In Southeast Asia, there are inter-country and
intra-country infrastructure gaps. The former is presented by the internet
coverage. According to the latest statistics provided by the ASEAN Secre-
tariat, access to internet services in ASEAN countries (per 100 persons)
ranged from 98,1 in Brunei, 97,4 in Malaysia and 96,0 in Singapore respec-
tively in 2022. In Myanmar and the Philippines, the indicator stood at 44,0
and 52,7 respectively. Although progress is evident — for instance, the aver-
age ASEAN indicator rose from 26,1 to 72,0 from 2013 to 2022", inter-
country gaps remain significant.

The latter relates to central and rural, remote, ultra-remote or outer-
most areas in countries like Indonesia, the Philippines or Myanmar. This is
due to the share of rural population in ASEAN countries. In 2023, in Sin-
gapore, Brunei and Malaysia the figures accounted for 0%, 20,85% and
21,28% respectively. In their turn, the indicator for Cambodia, Laos, Vi-
etnam and the Philippines stood at 74,43%, 61,75% and 60,52% respective-
ly?. To extend internet to rural areas, much time, effort and investment are
necessary. Specifically, building and maintaining internet infrastructure in
rural areas inevitably encounter cost barriers, miscellaneous physical and
regulation obstacles, tough technical restrictions, etc. As a result, progress
in performing this task will inevitably be slow.

There is a clear parallel with the 5G internet adoption, as average and
peak download speed indicators in the 5G format in ASEAN countries dif-
fer significantly®'. As the digital transformation of society goes on, the 5G
internet becomes indispensable for collecting, transferring and analyzing
big data and developing data-driven products and applications. Lack of 5G
internet undermines prospects for performing industrial automation, im-
mersive remote operations, digital twins and simulations, etc., to the detri-
ment of ASEAN prospective plans. This scenario is especially worrying
given that ASEAN neighbors, most importantly, China and India, imple-
ment ambitious plans focusing on the 5G internet infrastructure.

Nevertheless, even if all ASEAN countries adopt the 5G internet
more or less simultaneously, problems will not disappear. Owing to huge
income gaps between and within these states, the cost of the 5G internet
may be prohibitive for the majority of citizens. Although governments in-
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troduced subsidies for facilitating the implementation of the 5G internet,
progress has not been impressive to date. More than that, 5G subscription
fees are too high for the majority of uses in ASEAN countries®.

Notably, the fintech industry relates mostly to ASEAN-6 countries
with workable financial systems, as well as regulatory and supervisory bod-
ies. This factor further aggravates intra-ASEAN imbalances. Among
ASEAN-6 states, Singapore and Indonesia are ahead of their partners®. At
the same time, all ASEAN states must resolve serious regulatory issues
ranging from consumer protection to data governance and cybersecurity.
Needless to say that digital support, including its fintech component, is a
fundamental tool for undertaking ASEAN multilateral initiatives. At the
same time, it requires an effective pan-regional coordination and oversight
mechanism that is unlikely to be established in the near future.

The developments discussed above suggest that fintech practices will
increase their rank in the order of priority of ASEAN and its member states.
Nevertheless, due to intra-ASEAN imbalances, to level the ASEAN fintech
playing field is an extraordinarily difficult task.

The ASEAN MSME Dimension

As of today, strategic flexibility, understood as a firm's readiness to
use market opportunities faster than competitors do, becomes a fundamen-
tal advantage for companies. The network effect generates a constantly ex-
panding ecosystem and a network rent. These advantages cannot be created
by any company, regardless its size. As a consequence of the network ef-
fect, inter-firm information exchanges intensify, the client base grows, pos-
sibilities for formal and informal fund-raising increase. In sum, as the
business environment becomes increasingly assertive, companies have to
take additional steps to raise their competitiveness. Expanding access to
finance is part of this task.

In Southeast Asia, MSME are a crucial factor behind successful eco-
nomic development. They account for 97,2% — 99,9% of all establishments
and contribute to 85% of employment in ASEAN countries*’. Outlining
major features of regional MSME, the following points are worthy of note.

MSME are very diverse and include entities with radically different
characteristics. MSME include companies with one or two employees,
firms operating in traditional craft sectors in rural areas and in technologi-
cally advanced sectors in big cities. MSME owned or operated by ethnic
Chinese entrepreneurs actively join BRI projects in ASEAN countries. De-
spite profound differences, the majority of MSME encounters a chronic
shortage of finding and aims to expand their fund-raising opportunities.

19



E.A. KANAEV, A.R. GARAEVA, O.L. SOLODKOVA

ASEAN MSME are undergoing digital transformation, although its
scale and tempo vary. Mostly, they aim to increase the quality of customer
service, as regional consumers demand convenience and speed. Using digi-
tal instruments, MSME can optimize their product offerings. Moreover,
MSME understand the importance of the afore-discussed rent effect and
aim to develop ecosystem partnerships to expand their customer reach. To
capture a range of options presented by the digital transformation, ASEAN
MSME create digital networks with other businesses in order to get in-
volved in a broad ecosystem. Overall, the digital transformation allows
MSME to cut operating costs by means of establishing cross-partnerships
for advertising, raising back-office processes automation, etc.

Along the process of digital transformation, MSME in ASEAN
countries encounter serious difficulties. Owing to money shortage, they are
often unable to upskill talent. As a rule, to hire a qualified IT specialist,
even on part-time employment, is problematic. Tellingly, the issue goes
beyond addressing individual tasks. It means a shift to the corporate culture
that fosters innovations, which MSME do not consider as a pressing priori-
ty. In fact, MSME find digitalization too expensive and far from their real
needs. There is a limited range of possibilities at their disposal to respond
to digital security risks, again, owing to skill shortage. Besides, MSME en-
counter problems with selling online relating to high costs of return, quick
responses to complaints, etc. Finally, many MSME prefer a conservative
approach to doing business and are generally unaware of policy pro-
grammes aimed at providing digital training and upskilling.

The overwhelming majority of ASEAN MSME is underrepresented
in international markets and trans-boundary global value chains (GVC)
across Southeast Asia. As a result, according to the ASEAN Secretariat,
“Regionally, the MSMEs contribute 85% to employment, 44.8% to GDP
and 18% to national exports”®. In fact, MSME focus mostly on their re-
spective local markets, while to operate in GVC, it is obligatory to act as
subcontractors for big companies operating in several ASEAN states. As
there are no GVC established by ASEAN countries, MSME can integrate
mostly into chains developed by extra-regional powers, among which Chi-
na raises to prominence. This is especially relevant to MSME owned and
managed by ethnic Chinese entrepreneurs. Joining the BRI, these firms can
expand their possibilities from a buying perspective (they get new attractive
supply and distribution options) and a selling perspective (they significant-
ly expand their target audience).

In Southeast Asia, demand for fintech instruments is high among
MSME. Not many of them have access to deposits, loans, money transfers
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etc. Additionally, few MSME possess assets sufficient for using as collat-
eral, as well as have a favorable credit history. Banks consider MSME as
unreliable or even potentially risky clients. In these circumstances, MSME
turn to fintech companies, as their loan requirements are usually less de-
manding than those offered by conventional banks.

In the practical realm, ASEAN MSME access to digital finance is
presented by P2P (peer-to-peer) marketplace lending, invoice trading and
equity crowdfunding. As a field study conducted by Cambridge Centre for
Alternative Finance and Asia Development Bank Institute in 2022 demon-
strates, P2P marketplace business lending is the most popular alternative
finance tool for obtaining credit. Mostly, credits go to retail and wholesale
(24%), food and drink (22%) and fashion and apparel (9%) sectors. Reveal-
ingly, few MSME reported using personal credit cards and business credit
cards (18% and 7% respectively). Prime purposes of borrowing include
working capital (38%) and expansion/growth (25%), while the median
amount borrowed at P2P marketplaces account for 700 US dollars®.

Fortunately, MSME enjoy support, although still limited, from both
private sector and government agencies in ASEAN countries. This is ex-
emplified by, for instance, First Circle in the Philippines, a platform that
offers MSME accessible financial products?’. Besides that, the example of
Kredit Usaha Rakyat (People’s Business Credit), a government-subsidized
programme in Indonesia aimed at providing MSME with expanded finan-
cial possibilities”, merits attention. Other MSME-focusing government
programmes, credit schemes and platforms in the Republic of Indonesia
include, but are not limited to, ALAMI, Amartha, Ultra Macro, DigiPay
etc. Although trans-boundary initiatives are fraught with numerous difficul-
ties, an emphasis on increasing access to finance is present in ASEAN Stra-
tegic Action Plan for SME Development 2016-2025, as “measures to foster
alternative and non-traditional financing” are mentioned as a priority®. It
must be seen in synergy with ASEAN Digital Masterplan 2025 in which
the task “To unlock the full benefit of digital services, citizens and busi-
nesses especially MSMEs...” is part of the Desired Outcome Eight
(DO8)™.

In sum, both ASEAN strategic documents and grass-root commercial
practices across Southeast Asia evidence the importance of fintech tools as
a strategically important asset. This reveals a convergence of bottom-up
and top-down processes. If so, current trends towards deepening and diver-
sifying fintech tools in the corporate sector, the interaction between gov-
ernment agencies and the business community in ASEAN countries and in
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ASEAN strategic vision, with positive implications for MSME, are likely
to continue and gain momentum.

Conclusion

The analysis of global fintech trends synergized with its grass-root
practices in Southeast Asia and seen from the perspective of regional
MSME presents a complex picture, as the situation has been and will prob-
ably remain increasingly volatile. Nevertheless, several broad assessments
are relevant.

Across the world, fintech instruments and practices will inevitably
become more sophisticated and diversified. Rising influence of Artificial
Intelligence, including generative Al, in fintech is of special note. Besides
that, raising the quality of financial advice, control and compliance will be
a steady trend. As the digital transformation is reshaping the financial
world, cost-effective market innovations, intra-industry and inter-industry
collaborations, as well as breakthrough fintech-based commercial practices
will be widespread. Nevertheless, expanding regulatory divergence, both
within and between regions, is a likely scenario.

The significance of fintech for ASEAN countries, as well as for
ASEAN as an international actor, will be increasing. As fintech tools
strongly support MSME, more initiatives from the corporate sector and
government-led programmes can be expected to appear. Simultaneously,
the trans-boundary component of fintech will grow in significance. To a
considerable extent, this is predetermined by the factor of the ASEAN Eco-
nomic Community, as fintech responds to the task to make Southeast Asia
a unified economic and business area. Notwithstanding the AEC factor,
however, effective fintech regulation will demand a great deal of extra ef-
fort from ASEAN and its member states.

Looking forward, ASEAN MSME are likely to follow global fintech
trends, but simultaneously have their specific regional character. Most im-
portantly, their objective to develop partnership ecosystems as an essential
prerequisite for scaling up commercial opportunities will remain in place.
Besides, the trans-national component as a response to the AEC factor will
rise to great prominence. At the intra-country level, new MSME-oriented
programmes, including by developing and implementing fintech tools, are
likely to appear and be synergized with ASEAN digital initiatives. In sum,
regional practices in equipping MSME with fintech tools will grow quanti-
tatively and qualitatively, although expectations must be kept low in a
short-term perspective.

22



OBWEPErMOHAJIbHbIE MPOB/IEMbl PA3BUTUA

NHOOPMALIUA OB ABTOPAX

KAHAEB EBreHmm AnekcaHppoOBUY, [OKTOP
NCTOPUYECKMX HayK, npodeccop HWUY BLUS,

INFORMATION ABOUT THE AUTHORS

Evgeny A. KANAEYV, DSc (History), Profes-
sor, HSE University, Moscow, Russia

MockBa, Poccusa

Aisylu R. GARAEVA, PhD Student, Lectur-
FTAPAEBA Aicbiny PadaenoBHa, acnupaHT, er, HSE University, Moscow, Russia

npenogasatenb HNY BLU3, Mocksa, Poccua .
Olga L. SOLODKOVA, PhD (History), As-

sociate Professor, HSE University, Mos-
cow, Russia

COJNMOOKOBA Onbra JleoHngoBHa, KaHAuWAAT
UCTOPUYECKUX HayK, poueHt HWY BL3,
MockBa, Poccusa

Contributions of the authors: the authors
contributed equality to this article.

The authors declare no conflicts of inter-
ests.

Bknap aBTOpoOB: BCe aBTOPbI cAefann 3KBUBa-
NIEHTHbIM BKNag B MOArOTOBKY Ny6nmnKaumu.
ABTOpPbI 3aABNAOT 06 OTCYTCTBUWU KOHIMKTA
NHTEepecoB.

CraTbs noctynuna B pegakuuio 15.10.2024;
opobpeHa nocne peueH3smnpoBaHua 31.10.2024;
npuHaTa K nyénukaumm 27.11.2024.

The article was submitted 15.10.2024;
approved 31.10.2024;
accepted to publication 27.11.2024.

" Glossary. Inclusive Digital Financial Services. The World Bank. [n.d.]

URL: https://digitalfinance.worldbank.org/glossary

2The Fintech Evolution in Non-Financial Industries. Telecoming. March 6, 2024.

URL: https://www.telecoming.com/blog/the-fintech-evolution-in-non-financial-industries/

3 Embedded Finance. The Fintech Trends to Watch in 2024. Unnax. February 15, 2024.

URL: https://www.unnax.com/fintech-trends-2024/

“Tech Translated: Embedded Finance. PwC. June 18, 2024.

URL: https://www.unnax.com/fintech-trends-2024/https://www.pwc.com/gx/en/issues/
technology/tech-translated-embedded-finance.html#:~:text=Embedded%20finance%20is
%20the%20seamless,nonfinancial%20companies'%20platforms%200r%20applications.

> Embedded Finance. The Fintech Trends to Watch in 2024. Unnax. February 15, 2024.

URL: https://www.unnax.com/fintech-trends-2024/

¢ See: Sefrina M. An Inclusive Digital Economy in the ASEAN Region. ERIA Discussion Paper
Series. 2024. N2 505. P. 25. URL: https://www.eria.org/uploads/An-Inclusive-Digital-Economy-
in-the-ASEAN-Region.pdf

7Young J., Wong W., Taiyabi S. FinTech in ASEAN 2023: Seeding the Green Transition. UOB,
PwC, SFA, 2023. P. 5. URL: https://singaporefintech.org/wp-content/uploads/2023/11/
5.1_fintech-in-asean-2023.pdf

& Launch of Cross-Border Real-Time Payment Systems Connectivity between Singapore and
Malaysia. Monetary Authority of Singapore. November 17, 2023. URL: https://www.mas.gov.sg/
news/media-releases/2023/launch-of-cross-border-real-time-payment-systems-connectivity-
between-singapore-and-malaysia

° Bank of Thailand. Cross-Border Payment [n.d.]. URL: https://www.bot.or.th/en/financial-
innovation/digital-finance/digital-payment/cross-border-payment.html

© A Snapshot of 2023 Payment Trends in Asia. Fintech News Singapore. May 9, 2023.

URL: https://fintechnews.sg/71972/payments/a-snapshot-of-2023-payment-trends-in-asia/

" Guild J. Southeast Asia’s Digital Banking Race Has Gotten Off to a Slow Start. The Diplomat.
June 18, 2024. URL: https://thediplomat.com/2024/06/southeast-asias-digital-banking-race-
has-gotten-off-to-a-slow-start/

2 Neobanking Landscape in Southeast Asia. InnReg. April 16, 2024.

URL: https://www.innreg.com/blog/neobanking-landscape-in-southeast-asia

" Young J., Wong W., Taiyabi S. FinTech in ASEAN 2023: Seeding the Green Transition. UOB,
PwC, SFA, 2023. P. 6. URL: https://singaporefintech.org/wp-
content/uploads/2023/11/5.1_fintech-in-asean-2023.pdf

* What Makes Singapore ASEAN's Fintech Hub? Fintech Lab. School of Computing. National
University of Singapore. June 19, 2023. URL: https://fintechlab.nus.edu.sg/what-makes-

23


https://digitalfinance.worldbank.org/glossary
https://www.telecoming.com/blog/the-fintech-evolution-in-non-financial-industries/
https://www.unnax.com/fintech-trends-2024/
https://www.unnax.com/fintech-trends-2024/
https://www.pwc.com/gx/en/issues/technology/tech-translated-embedded-finance.html#:~:text=Embedded%20finance%20is%20the%20seamless,nonfinancial%20companies'%20platforms%20or%20applications
https://www.pwc.com/gx/en/issues/technology/tech-translated-embedded-finance.html#:~:text=Embedded%20finance%20is%20the%20seamless,nonfinancial%20companies'%20platforms%20or%20applications
https://www.pwc.com/gx/en/issues/technology/tech-translated-embedded-finance.html#:~:text=Embedded%20finance%20is%20the%20seamless,nonfinancial%20companies'%20platforms%20or%20applications
https://www.unnax.com/fintech-trends-2024/
https://www.eria.org/uploads/An-Inclusive-Digital-Economy-in-the-ASEAN-Region.pdf
https://www.eria.org/uploads/An-Inclusive-Digital-Economy-in-the-ASEAN-Region.pdf
https://singaporefintech.org/wp-content/uploads/2023/11/5.1_fintech-in-asean-2023.pdf
https://singaporefintech.org/wp-content/uploads/2023/11/5.1_fintech-in-asean-2023.pdf
https://www.mas.gov.sg/news/media-releases/2023/launch-of-cross-border-real-time-payment-systems-connectivity-between-singapore-and-malaysia
https://www.mas.gov.sg/news/media-releases/2023/launch-of-cross-border-real-time-payment-systems-connectivity-between-singapore-and-malaysia
https://www.mas.gov.sg/news/media-releases/2023/launch-of-cross-border-real-time-payment-systems-connectivity-between-singapore-and-malaysia
https://www.bot.or.th/en/financial-innovation/digital-finance/digital-payment/cross-border-payment.html
https://www.bot.or.th/en/financial-innovation/digital-finance/digital-payment/cross-border-payment.html
https://fintechnews.sg/71972/payments/a-snapshot-of-2023-payment-trends-in-asia/
https://thediplomat.com/2024/06/southeast-asias-digital-banking-race-has-gotten-off-to-a-slow-start/
https://thediplomat.com/2024/06/southeast-asias-digital-banking-race-has-gotten-off-to-a-slow-start/
https://www.innreg.com/blog/neobanking-landscape-in-southeast-asia
https://singaporefintech.org/wp-content/uploads/2023/11/5.1_fintech-in-asean-2023.pdf
https://singaporefintech.org/wp-content/uploads/2023/11/5.1_fintech-in-asean-2023.pdf
https://fintechlab.nus.edu.sg/what-makes-singapore-aseans-fintech-hub/#:~:text=Singapore's%20advantageous%20population%20composition%20and,Fintech%20offerings%20in%20the%20region

E.A. KANAEV, A.R. GARAEVA, O.L. SOLODKOVA

singapore-aseans-fintech-hub/#:~:text=Singapore's%20advantageous%20population%20
composition%20and,Fintech%200offerings%20in%20the%20region.

> New S$ Million Grant Scheme to Support Singapore FinTech Firms. Monetary Authority of
Singapore. May 13, 2020. URL: https://www.mas.gov.sg/news/media-releases/2020/new-grant-
scheme-to-support-singapore-fintech-firms

'® Chandra V. Top Remittance Recipients in the East Asia and the Pacific Region, 2022. The
World Bank Blogs. August 01, 2023. URL: https://blogs.worldbank.org/en/
peoplemove/remittances-east-asia-and-pacific

7 Joquino P. How the Next Five Years of ASEAN Fintech will be Different: 8 Fintech Trends to
Watch. Insignia Business Review. November 14, 2023. URL: https://review.insignia.vc/
2023/11/14/fintech-trends-to-watch-asean-2023/

'8 See, for instance: ASEAN BAC Fosters Partnerships to Support Digital Transformation. Anta-
ra News. August 16, 2023. URL: https://en.antaranews.com/news/291180/asean-bac-fosters-
partnerships-to-support-digital-transformation

® Table 13.11. Access to Internet Services in ASEAN, 2013-2022. ASEAN Statistical Yearbook 2023.
Jakarta: the ASEAN Secretariat, 2023. P. 319. URL: https://www.aseanstats.org/wp-
content/uploads/2023/12/ASYB-2023-v1.pdf

2° Share of Rural Population in the Asia-Pacific Region in 2023, by Country. Statista, 2024.

URL: https://www.statista.com/statistics/641144/asia-pacific-rural-population-ratio-by-country/
2 See: KaHaeB E.A,, ®epopeHko O.0. LindppoBble TpaHCrpaHUYHbIE UHULMATUBbI DKOHOMUYe-
ckoro Coobuiectsa ACEAH Kak MHCTPYMEHT pa3BUTUS 3KOHOMUKM CuHranypa. // CoBpeMeH-
Has MUpPOBasa 3KOHOMMUKa. 2024. T.2 N2 1(5). C. 96-97. (Kanaev E., Fedorenko D. Singapore's
Economic Development and Digital Transboundary Initiatives of the ASEAN Economic Com-
munity: an Instrumental Perspective. // Contemporary World Economy 2024. Vol. 2. N2 1(5). P.
96-97 (in Russian)). URL: https://cwejournal.hse.ru/article/view/21964/18817

2 For more detail, see: Sefrina M. An Inclusive Digital Economy in the ASEAN Region. ERIA
Discussion Paper Series. 2024. N2 505, P. 20-21. URL: https://www.eria.org/uploads/An-
Inclusive-Digital-Economy-in-the-ASEAN-Region.pdf

% Young J.,, Wong W., Taiyabi S. FinTech in ASEAN 2023: Seeding the Green Transition. UOB,
PwC, SFA, 2023. P.6. URL: https://singaporefintech.org/wp-content/uploads/2023/11/5.1_fintech-
in-asean-2023.pdf

24 Development of Micro, Small and Medium Enterprises in ASEAN (MSME). The ASEAN Secre-
tariat. [n.d.] URL: https://asean.org/our-communities/economic-community/resilient-and-
inclusive-asean/development-of-micro-small-and-medium-enterprises-in-asean-msme/

2> Development of Micro, Small and Medium Enterprises in ASEAN (MSME). The ASEAN Secre-
tariat. [n.d.] URL: https://asean.org/our-communities/economic-community/resilient-and-
inclusive-asean/development-of-micro-small-and-medium-enterprises-in-asean-msme/

26 See: The ASEAN Access to Digital Finance Study. Cambridge Centre for Alternative Finance
and the Asian Development Bank Institute, 2022. P. 47-54. URL: https://www.jbs.cam.ac.uk/
wp-content/uploads/2022/12/2022-ccaf-asean-access-to-digital-finance-study.pdf

27 First Circle. [n.d.] URL: https://www firstcircle.ph/about

28 BTPN Micro Business. BTPN Bank. URL: https://www.btpn.com/en/produk-dan-
pelayanan/pinjaman/kur

2 B) Increase Access to Finance. ASEAN Strategic Action Plan for SME Development 2016-
2025. Jakarta: the ASEAN Secretariat, 2015. P.9. URL: https://asean.org/wp-content/uploads/
2015/12/SAP-SMED-Final.pdf

3° Figure 1.1. The Eight Desired Outcomes from ADM 2025. ASEAN Masterplan 2025. [n.d.]
P.6.URL: https://asean.org/wp-content/uploads/2021/09/ASEAN-Digital-Masterplan-
EDITED.pdf

24


https://fintechlab.nus.edu.sg/what-makes-singapore-aseans-fintech-hub/#:~:text=Singapore's%20advantageous%20population%20composition%20and,Fintech%20offerings%20in%20the%20region
https://fintechlab.nus.edu.sg/what-makes-singapore-aseans-fintech-hub/#:~:text=Singapore's%20advantageous%20population%20composition%20and,Fintech%20offerings%20in%20the%20region
https://www.mas.gov.sg/news/media-releases/2020/new-grant-scheme-to-support-singapore-fintech-firms
https://www.mas.gov.sg/news/media-releases/2020/new-grant-scheme-to-support-singapore-fintech-firms
https://blogs.worldbank.org/en/peoplemove/remittances-east-asia-and-pacific
https://blogs.worldbank.org/en/peoplemove/remittances-east-asia-and-pacific
https://review.insignia.vc/2023/11/14/fintech-trends-to-watch-asean-2023/
https://review.insignia.vc/2023/11/14/fintech-trends-to-watch-asean-2023/
https://en.antaranews.com/news/291180/asean-bac-fosters-partnerships-to-support-digital-transformation
https://en.antaranews.com/news/291180/asean-bac-fosters-partnerships-to-support-digital-transformation
https://www.aseanstats.org/wp-content/uploads/2023/12/ASYB-2023-v1.pdf
https://www.aseanstats.org/wp-content/uploads/2023/12/ASYB-2023-v1.pdf
https://www.statista.com/statistics/641144/asia-pacific-rural-population-ratio-by-country/
https://cwejournal.hse.ru/article/view/21964/18817
https://www.eria.org/uploads/An-Inclusive-Digital-Economy-in-the-ASEAN-Region.pdf
https://www.eria.org/uploads/An-Inclusive-Digital-Economy-in-the-ASEAN-Region.pdf
https://singaporefintech.org/wp-content/uploads/2023/11/5.1_fintech-in-asean-2023.pdf
https://singaporefintech.org/wp-content/uploads/2023/11/5.1_fintech-in-asean-2023.pdf
https://asean.org/our-communities/economic-community/resilient-and-inclusive-asean/development-of-micro-small-and-medium-enterprises-in-asean-msme/
https://asean.org/our-communities/economic-community/resilient-and-inclusive-asean/development-of-micro-small-and-medium-enterprises-in-asean-msme/
https://asean.org/our-communities/economic-community/resilient-and-inclusive-asean/development-of-micro-small-and-medium-enterprises-in-asean-msme/
https://asean.org/our-communities/economic-community/resilient-and-inclusive-asean/development-of-micro-small-and-medium-enterprises-in-asean-msme/
https://www.jbs.cam.ac.uk/wp-content/uploads/2022/12/2022-ccaf-asean-access-to-digital-finance-study.pdf
https://www.jbs.cam.ac.uk/wp-content/uploads/2022/12/2022-ccaf-asean-access-to-digital-finance-study.pdf
https://www.firstcircle.ph/about
https://www.btpn.com/en/produk-dan-pelayanan/pinjaman/kur
https://www.btpn.com/en/produk-dan-pelayanan/pinjaman/kur
https://asean.org/wp-content/uploads/2015/12/SAP-SMED-Final.pdf
https://asean.org/wp-content/uploads/2015/12/SAP-SMED-Final.pdf
https://asean.org/wp-content/uploads/2021/09/ASEAN-Digital-Masterplan-EDITED.pdf
https://asean.org/wp-content/uploads/2021/09/ASEAN-Digital-Masterplan-EDITED.pdf

