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The Southeast Asia Opportunity: Understanding the Absence
of European Companies

Southeast Asia (SEA) is one of the world’s most dynamic and rapidly growing
regions. With a combined population of over 680 million and a collective
GDP exceeding $3 trillion, Southeast Asia offers tremendous opportunities
for global business. The region is home to some of the fastest-growing
economies, such as Vietnam, Indonesia, and the Philippines, which are
experiencing annual GDP growth rates of 5-7%. Yet, despite its vast
potential, European companies—particularly those from Southern Europe,
including Spain, Italy, and Portugal—have had a relatively limited presence
in SEA, both in terms of trade and investment. This article delves into the
reasons behind this absence, explores the challenges European businesses
face, and offers insights into why the situation might improve in the future.

Lack of Tradition and Mutual Knowledge
A key reason for the relatively low European presence in Southeast Asia is
the lack of historical ties and mutual knowledge between the two regions.
Unlike former colonial powers such as the UK, France, and the Netherlands,
which have maintained some level of engagement with their former
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colonies in Asia, countries like Spain and Italy have had minimal historical
interaction with Southeast Asia. This has resulted in limited awareness of
the region’s economic potential among European firms.

European businesses, particularly those from Southern Europe, often
prioritise established markets such as the U.S., China, and Japan, which are
perceived as more familiar and less risky. Southeast Asia, by contrast, is
often viewed as a fragmented and complex market due to its cultural,
linguistic, and regulatory diversity. This knowledge gap has hindered the
development of strong trade relationships, as businesses are more likely to
engage with markets they understand well.

Moreover, cultural and business differences pose significant challenges.
Southeast Asian countries have distinct business practices, legal systems,
and consumer behaviours that differ markedly from those in Europe. For
example, relationship-based business cultures in countries like Indonesia
and Thailand require a deep understanding of local customs and
networking, which European companies often lack. These factors can deter
businesses from expanding into the region.

Market-Specific Challenges: Technology and Fierce Competition
The economies of Southeast Asia are diverse, but they share certain
characteristics. Many countries in the region are heavily focused on
technology, digital infrastructure, and high-tech manufacturing. For
instance, Singapore is a global hub for fintech and innovation, while
Vietnam and Malaysia are emerging as key players in electronics
manufacturing. For European businesses, particularly those from Southern
Europe, the technology-driven demand in these markets may not always
align with their core offerings.

While Europe is a leader in industries such as automotive, renewable
energy, and luxury goods, there is fierce competition from regional players
like Japan, South Korea, and China, who are already well-established in
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Southeast Asia. Chinese companies, in particular, have made significant
inroads through initiatives like the Belt and Road Initiative (BRI), which has
strengthened China’s economic ties with the region. Additionally, American
tech giants such as Google, Amazon, and Microsoft have a strong foothold
in Southeast Asia’s digital economy.

European firms may struggle to compete unless they can offer something
truly unique—whether in technology, product quality, or innovation. For
example, German companies like Siemens and Bosch have successfully
entered the region by leveraging their expertise in engineering and
industrial solutions. However, companies from Southern Europe often lack
the same level of brand recognition or technological edge in high-growth
sectors.

Challenges for Small and Medium Enterprises (SMEs)
Small and medium-sized enterprises (SMEs) from Europe face additional
obstacles when considering expansion into Southeast Asia. These
companies often lack the resources necessary to navigate the complexities
of foreign markets. The business cycles in SEA can be longer, and SMEs are
accustomed to quicker returns, which makes the region less appealing for
them.

Furthermore, entering Southeast Asia requires an understanding of local
market regulations, customs, and consumer preferences—elements that
are not always easy to comprehend from the outside. For example,
Indonesia’s complex import regulations and Thailand’s foreign ownership
restrictions can pose significant hurdles. Without local knowledge and
expertise, SMEs often find it difficult to manage operations, build
relationships with local partners, and comply with local laws.

Financing is another challenge. European SMEs may struggle to access the
capital needed to establish a presence in Southeast Asia, as financing
options are not as readily available as in more established markets.
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Government-backed initiatives and EU-funded programmes aimed at
supporting SMEs in international markets are often underutilised due to a
lack of awareness or bureaucratic hurdles.

Shortage of Human Resources with Local Expertise

One of the key barriers to European business expansion in Southeast Asia is
the lack of human resources with expertise in the region. Few professionals
in Europe are trained in the nuances of Southeast Asian markets, including
knowledge of languages, cultural practices, and business networks.
Language barriers are a significant issue, as English is not widely spoken in
all parts of Southeast Asia, and many countries have their own local
languages and dialects.

For instance, while English is commonly used in Singapore and the
Philippines, countries like Vietnam, Indonesia, and Thailand rely heavily on
their native languages for business communication. Additionally, Southeast
Asia is a culturally diverse region, with different countries possessing their
own distinct traditions, legal systems, and consumer behaviours. Without
professionals who are well-versed in local customs and who can bridge the
cultural gap, European companies struggle to establish trust with local
stakeholders, which is crucial for building successful business ventures.

Absence of Large European Business Groups
Unlike American, Chinese, or Japanese corporations, which have been
investing heavily in Southeast Asia for decades, many large European
companies have not prioritised the region. Instead, they focus on other
markets, such as Latin America, Africa, and China, which they consider more
established or lucrative. For example, Spanish companies have traditionally
focused on Latin America due to cultural and linguistic ties, while Italian
firms have concentrated on North Africa and the Middle East.
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This absence of flagship European companies in Southeast Asia further
compounds the problem. The lack of large corporate players means there is
less incentive for smaller companies to follow suit. Larger European firms
are often seen as leaders in driving market expansion, and their absence in
SEA diminishes the visibility of European businesses in the region.

Lack of Technological Projection and Brand Identity
European countries, particularly those in Southern Europe such as Spain
and Italy, have not established a strong brand identity in Southeast Asia.
While countries like Germany and France are known for their engineering
expertise and luxury brands, European companies from other nations have
struggled to position themselves as leaders in high-tech industries. This lack
of technological projection makes it harder for European businesses to
differentiate themselves in the SEA market, especially when competing with
strong regional players in industries like electronics, manufacturing, and
digital innovation.

The absence of a defined European image also contributes to the low level
of trade and investment. European products may not be perceived as
cutting-edge in some sectors, particularly where innovation and technology
are key drivers of demand. Without a strong reputation for technological
advancement or quality, European companies find it difficult to compete in
the SEA market.

Optimism for the Future
Despite these challenges, there are several reasons for optimism regarding
the future of European businesses in Southeast Asia. The region is
increasingly becoming a focal point for global trade and investment, and
Southeast Asian countries are actively seeking foreign investment to
support infrastructure development, renewable energy, and digital
transformation initiatives.
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The European Union’s trade agreements with ASEAN member countries,
including Vietnam, Thailand, and Indonesia, are also paving the way for
increased business opportunities. For example, the EU-Vietnam Free Trade
Agreement (EVFTA), which came into effect in 2020, has significantly
reduced tariffs and trade barriers, making it easier for European companies
to access the Vietnamese market.

In addition, Southeast Asia’s growing demand for high-quality goods and
expertise in sectors such as renewable energy, digital infrastructure, and
sustainable development presents new opportunities for European
companies to leverage their strengths. For instance, Denmark’s Ørsted has
invested in offshore wind projects in Taiwan, which could serve as a model
for similar ventures in Southeast Asia. Similarly, Spanish companies like
Iberdrola could explore opportunities in the region’s burgeoning renewable
energy sector.

With the right strategies, such as investing in local partnerships,
understanding market nuances, and focusing on niche sectors, European
businesses could tap into this burgeoning market and establish a more
prominent presence.

Conclusion
In conclusion, the relative absence of European companies in Southeast
Asia can be attributed to several factors, including a lack of tradition and
mutual knowledge, market-specific challenges, fierce competition, and
barriers for small and medium enterprises. However, there are significant
opportunities on the horizon, with the growing demand for technology,
sustainability, and high-quality products in the region.

By addressing these barriers—such as increasing investment in local
expertise, building strategic partnerships, and promoting European
strengths in innovation—European companies can unlock the immense
potential of Southeast Asia. As political and economic ties continue to
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strengthen between Europe and ASEAN, the region is set to become a more
integral part of the European business landscape in the near future. With
the right approach, European businesses can not only overcome the
challenges but also thrive in one of the world’s most dynamic and promising
markets.


