* Three
megatrends
SMEs need to be
aware of are
emerging
disruptive
technologies,
globalisation and
effective use of
communication

* |IR4.0canbea

steep learnin
process for S%/IES
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very year there are

missed opportunities

for businesses in the

past year for them to

reflect on. This is espe-
cially true for small and medium
enterprises (SMEs), with peaks
and valleys when coping with the
current challenging and changing
environment.

Whether the changes are in
technology. marketing. finance or
public policy, SMEs need Lo be
aware of all these external factors

in addition to their internal
operations.
According o SME  Corp

Malaysia, SMEs play a significant
role in  Malaysia’s economy.
accounting for 98.5% ol the busi-
ness establishments, and con-
tributing about 37.1% to Malaysia's
gross domestic product in 2017.
Category-wise, 76.5% are micro
SMEs, 21.2% are small SMEs and
only 23% are medium-sized
SMEs.

Hence, SMES are just too
important for the government to
ignore. In fact, many cconomists
observe that il is the SMEs which
ensure that the Malaysian econ-
omy chugs along despite external
headwinds.

Despite volatility in terms of

Brent crude oil and depressed
global palm oil prices, keeping an
eve on trends that impact the
Malaysian economy would be a

wise thing to do. Recently.
FocusM interviewed business

owners to identify the top 10
trends that will impact SMEs this
vear.

International Women's
Federation of Commerce and
Industry  Malaysia  (IWFCIM)
president Datuk Elaine Teh says
that SMEs in Malaysia, depending
on their profile and size (micro,
small or medium) have different
sels ol challenges. These SMEs
need to be aware of three key
megatrends in order to survive -
emerging disruptive technolo-
gies, globalisation and effective
use of communication.

“Among our members, for
instance, the micro SMES" main
challenge is aboul embracing
digital transformation. They have
laptops. mobile phones and
internet services which they use
for simple and non-mission criti-
cal transactions.

“They have not embarked on
critical capabilities to enhance
customer service or Lo manage

enterprise
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inventories, for instance,”

observes Teh.

Below are the top 10 trends
that SMEs will likely face this
year:

Embmm digital

SMEs need to manage the change
that is coming. Winners in the
SME sector will be those who
have the will and grit to change
their way of doing business. using
digital technologies to transform
business processes Lo achieve
operational excellence, enhanc-
ing productivity, Teh says.

Teh notes that the potential
barriers to embracing digital
transformation are mindset and
business discipline issues. which
can be lar more critical than the
capital needed for the enterprise.

“It takes a different mindset
to adapt to change to stay rele-
vant. SMEs must follow through
with a steelv discipline of (busi-
ness) execution to realise the true
potential of the digital translor-
mation. There are many tvpes of
cost-effective applications and
models that SMEs can leverage
upon,” says Teh.

2. Big Data Analytics (BDA)
The data-centric players will be
in the best position to leaplrog
the competition, having the abil-
ity to answer more questions
with absolute confidence in the
accuracy of the data.

The right data is the currency
of the new world order.
thestoreBOOK, a business solu-
tion outfit offering SMESs business

SMES are just too important for the Malaysian government to ignore

solutions to improve profit and
cusltomer satisfaction, puts BDA
to good use.

thestoreBOOK is owned by
Retail Solutions Sdn Bhd. The
company’s CEO IHisham Musa
says that Kknowing customer
trends and buying habits are

“SaaSisa
cost effective
model for
clients and
provides an
attractive
point of

SMES.™

- Hisham

essential for retailers to succeed.

According o him, the best
way to achieve success is via BDA
and its predictive analytical capa-
bilitie:

“This requires a great deal of

market research to get the data,
which is a challenge in itself.
Relving just on the data that each
retailer has will probably not be
enough. There also needs to be
(other inputs such as) demo-
graphic, age and gender for reli-
able data analysis.

“Sharing of information is not
our (Malaysian businesses) lorle.
We need to change this attitude,
Government  agencies  and
organisations need to collaborate
to make this happen,”he says.

Strella Consulting Sdn Bhd
business development manager

Javier Wong says parl ol ils serv-

ice offerings involves processing
customers’ data. With the proc-
essed data, business owners can
understand their operational
issues beltter.

“We provide our customers
wilh tools that help them under-
stand their business better. We,
in turn, use the performance sta-
tistics of how our systems are
being used by our customers to
improve our own services. |
would go so far as to say it's Big
Data (which really involves a
huge amount of data) but cer-
tainly Business Intelligence.” he
adds.

g;Softwanasa
(SaaS)
More and more SMEs are adopl-

ing the SaaS model due Lo its key
benefits of single point of contact
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for the systems infrastructure,
upgrades and securily, low cost ol
entry, rapid prototyping capabil-
ity and pay as vou go. SaaS is a
soltware distribution model in
which a third party provider
hosts applications and makes
them available to customers over
the Internel.

Many SMEs have widely
accepted the SaaS model to run
their businesses with. There are
SaaS applications for funda-
mental business technologies
such as email, sales manage-
menl, cuslomer relationship
management (CRM), financial
management, human resource
management (HRM), billing and
collaboration,

Wong says for SMEs (which
are the bulk of its customers), the
Saas model genuinely reduces
costs and improves services.

“Customers can obtain large
systems at a fraction of the alter-
native on premise costs whilst
receiving highlv specialised serv-
ices that SaaS vendors provide,”
he says.

Hisham says it also provides
SaaS services to clients. It is
important to service the clients
with a high level of support for
both technical and business
process in order for this model to
work.

“Itis indeed a very cost effec-
tive model for clients and pro-
vides a very attractive point of
entry for SMEs. Their human
capital investment is very mini-
mal and they get to enjoyv the
system which otherwise would
not be possible.”

Continues on page 25
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4.IR4.0

Fortunately, many SMEs are
learning and assessing the impact
of embarking on an enterprise-
wide fourth industrial revolution
(IR 4.0). This refers to the cur-
rent trend of automation and
data exchange in - manufacturing
technologies. It fosters what has
been called a *smart [actory.”

However, the awareness of
IR4.0 and its adoption is still low.

IR4.0 uses machine learning
and artificial intelligence, which
is already being implemented in
several manufacturing and agri-
culture sectors, increasing pro-
ductivity and efficiency.

To SMES. IR4.0 can be a steep
learning process. “Whether or
nol SMEs are ready, IRg.0 will
indeed be part of our ecosystem.
SMEs in Malaysia are very slow in
adopting the technology. Many
feel that they need to focus more
on their core business. Hence
technology such as IR4.0 are con-
sidered as of secondary impor-
tance,

“To stay competitive and be
ahead of the curve, it is impor-
Ltant for SMEs to embrace tech-
nology. It is unavoidable; they do
need to be educated on the bene-
fits and we need to make it
affordable,

“With IR4.0, artificial intelli-
gence, Internet of Things (loT).
automation and green technol-
ogy, a lot of business processes
will change. In fact. some jobs
may hecome obsolete. To appre-
ciate this change, companies
need to be conscious of the
change that is coming.” says
Hisham.

5. E-commerce

Two key drivers for the growth of

e-commerce in Malaysia are:

I.  The government’s ambitious
plan to ensure that 80% of
the SMEs gel on the e-com-
merce bandwagon via inter-
national e-commerce.

II.  The Digital Free Trade Zone
(DFTZ).

SMEs getting on the e-com-
merce  bandwagon will  help

accelerate the adoption of e-
commerce as it is set to grow
exponentially.

trade
Es

In a virtual sales environ-
ment, customer service will play
a major role in the growth and
popularity of e-commerce.

“I believe that success in this
area will be largely determined by
the ability to provide a highly
personalised and tailored service
Lo customers whilst also ensuring
a high level of service quality,”
savs Wong. “Businesses should
look towards a highly automated
integrated omnichannel market-
ing experience,” he says.

Omnichannel marketing is a
multi-channel sales approach
that provides the customer with
an integrated overall shopping
experience. The customer can
transition from shopping online
to a brick-and-mortar store, and
the experience will be seam-
less.

6. Mobile payment and
other forms of mobility

SMEs" adoption of mobile pay-
ment and mobile commerce will
continue to grow due to the high
mobile penetration in Malaysia.
According to a Fedkx-commis-
sioned study “Global is the new
local: The changing international
trade patterns ol small busi-
nesses in the Asia Pacific,” 88%
of Malaysian SMEs are adopting
digital economy platforms such
as e-commerce, mobile com-
merce and social commerce plat-
forms. Also, 61% of Malaysian
SMEs are oplimistic that these
platforms will help contribute to
bigger revenue growth in 2019.

These ligures should be more
than enough reason for SMEs and
retailers to move into mobile
payment solutions.

According o Hisham, as
smartphones are pervasive these
days. selling products via the
mobile medium is getling to be a
practical business proposition.

“We can expect more con-
sumers to be mobile savvy, which
leads to being directly rel:
more commercial acl s. |
personally do not use a mobile
phone to make purchases. I find
it rather inconvenient to conduct
business with a small screen.
However, [ use my mobile phone
o make hotel bookings or
flights,” says Hisham.

However, Wong admits that

“Businesses
should look
towards a
highly
automated

enterprise
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“SMEs need
tomanage
the change
thatis
coming”
-Teh

he does purchase goods and
services as well as make fund
translers regularly using the
smartphone.

7. Cybersecurity

With increasing digitalisation,
one can expect that cyber attacks
will continue to increase. As a
resull, SMES should find ways o
protect their digital assets.

“We have invested in security
products that detect, deter and
miligate security risks, aligned
with internal processes that
improve the security of all sy:
tems both internally and exter-
nally,” explains Wong.

Hisham notes that as cyber-
attacks are a common occur-
rence, hackers have improved in
sophistication in trving to break
into a company’s systems.

“The good news is that there
are ways to reduce and prevent
any damage.

Top 10
trer:lds

“We lake cyvber threals very
seriously, We equip ourselves
with the necessary tools to pre-
vent any compromise of data
integrity.

“We have to expect hacking
activities. Our (network) firewall is
upgraded periodically and our
anlivirus programmes are also up
to date. Our data security and net-
work department have to be very
vigilant. We need to keep up with
new security features, and also the
new methods used by hackers.

“We also educate our clients
on the importance of cybersecu-
rity such as setting up passwords,
not responding to phishing
allempts and being wary of
external mails,” says Hisham.

8.Hu
man capital

With the growing popularity of
IR4.0, SMEs are facing even more
crilical challenges in acquiring
and retaining the right talent for
their organisations. This will spur
a new approach to resourcing
and contracting people for vari-
ous tasks.

“This indeed is one of the
biggest challenges we [lace.
Emplovees need to be motivated
and valued. It is important that
they are given the necessary
incentive to work in the organisa-
tion and that their effort is rightly
rewarded.” Hisham shares.

He says employees also need
to improve on their existing
skillsets.

“We also have to constantly
find new challenges for employ-
ees and also find ways to upgrade
their skills. We have continuity
programmes where we would
discuss the plans for the coming
year. Itis important to strike a
balance. needing to identify those
employvees who are committed to
a long-term journey with the
company.” he says.

9. Digital marketing

SMEs will also need to step up

their digital markeling strategy
where  personalisation  takes
centre stage. Today, high value
personalised content is the norm
rather than the exception. This
trend will continue to increase
among consumers,

“This is a good thing as cus-
tomers should be able to find
relevant high quality services
with minimal risk, and we
embrace this by providing our
customers with as much relevant
information as is required by
them,” says Wong.

Hisham agrees, saying that
retailers need Lo find ways to get
more information so that they
will able Lo offer beller personal-
ised services.,

10. Modern workplace

According to an expert, the shift
towards remote workplaces will
increase year-on-year. A remote
worker is one who works oulside
of a traditional office. It may be
doing work from home, a coffee
shop or anywhere that is not a
regular office; it depends on the
type of job.

Wong notes that what is lack-
ing is the emotional aspect ol
communication, which discour-
ages effective distributed work-
place collaboration.

“We do realise that simple
emotional gestures and light con-
versations  (before the actual
meeling’s agenda) do help build
good  communication.  For
instance, a video confer-
ence/meeting will create a neu-
tral and comfortable environ-
ment in the longer run. I highly
encourage video calls over audio
for its personal touch.

“The modern  workplace
depends on the individual and
types of projects, whether to be
handled on a case-hy-case basis.

“Telecommuting can increase
productivity i performed cor-
rectly, bul there are aclivities
which require collaboration and
being together,” says Wong, z=em




