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Business transformation in a volatile economy

By Dennis Khoo

THE Covid-19 pandemic accelerat-
ed digitalisation across most in-
dustries. Small and medium-sized
enterprises (SMEs) were pushed to
embrace business transformation
faster than anticipated, to keep
ahead of the competition.

Yet while 65 per cent of Singa-
pore’s SMEs agree on the impor-
tance of digital transformation,
adoption remains slow as they
face various challenges, according
to the Singapore Business Federa-
tion's (SBF) latest National Business
Survey.

Another study - by Microsoft
Singapore and the Association of
SMEs - found that over 80 per cent
of SMEs have digital transforma-
tion strategies, yet only two in five
consider their transformation suc-
cessful. Why might this be so?

Top challenges

Responding to an SAP survey at
the turn of the year, SMEs said dig-
ital transformation would be crit-
ical for their survival in the next 12
months. Yet many are struggling
to keep pace amid changing cus-
tomer wants and needs. They face
competition from larger organisa-
tions, and need to adapt to a rap-
idly changing marketplace fraught
with economic volatility.

SME leaders need to shift their focus to holistic business transformation
rather than just digital transformation, with an emphasis on transforming
people and processes t0o. PHOTO: PIXABAY

Perhaps the main problem is
that most SMEs do notknow where
to start. Some also consider trans-
formation a waste of time, with
high costs involved. In the SBF
study, the top challenges to trans-
formation were the high cost of
adoption, cited by 52 percent, and
upskilling employees, named by
30 per cent.

Other barriers include the lack
of a digitally skilled workforce, the
uncertain economic environment,
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low awareness of government sup-
port and not having the right tech-
nology partners. The SAP survey
found that 92 per cent of respon-
dents were hampered in their dig-
ital transformation plans due to
the Great Resignation phenom-
enon.

Nonetheless, SMEs must still
work towards organisational
transformation by investing in
technology to future-proof their
business. They also need to re-en-

gineer their processes to keep
abreast of changes in supply
chains and market trends. How
can this be achieved?

Rethinking the approach

First, SME leaders need to shift
their focus to holistic business
transformation rather than just
digital transformation.

Besides focusing on technolo-
gy, an emphasis needs to be placed
on the transformation of people
and processes too — key pillars of
SMEs' business success.

SMEs need to directly address
the causes of business transfor-
mation failures ~ while remaining
agile, which is their key strength
compared to larger incumbent
companies. This starts by remov-
ing the tunnel vision of finding
“the best digital solutions”. In-
stead, they should first define the
key issues hampering their busi-
ness and the root causes, then be-
gin by transforming those areas.

The good news is that SMEs can
pivot much faster as they do not
carry “baggage”, unlike incumbent
companies that may have many le-
gacies embedded in their people,
processes, investments and soft-
ware, among others.

At the same time, transforma-
tion must not be a knee-jerk reac-
tion to today's problems, but
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should instead address long-term
challenges and opportunities. For
example, during the pandemic,
many SMEs shifted to online com-
merce just to survive. But in the
post-pandemic era, SMEs with
foresightare continuing to expand
their online retail channels to in-
ternational markets, gearing their
people and systems to deliver
greater value to more customers.

The allDigitalFuture Playbook
which [ co-authored identifies four
dimensions and 19 elements that
business leaders need, in order to
get their transformation right.
These four dimensions are cus-
tomers; business; capabilities; and
people and leadership. The book
explains the interactions across
these dimensions and elements,
and these concepts are now the
DNA for the National University of
Singapore’s Digital Transforma-
tion Leaders Programme, which
welcomes SME leaders.

Moving ahead

Solving any problem successfully
begins with understanding the is-
sues clearly. The same goes for
SME business transformation.
This starts with clarity about what
areas of transformation to focus
on - which must be clear and
known to everyone involved in the
business.

While it initially takes time and
effort to review and change exist-
ing business models, workflows
and workforce, SMEs should un-
derstand itisa continuous journey
and not a sprint.

SMEs need to have a systems-
wide and people-centric approach
on top of tech solutions, to handle
transformation in an effective
manner. In Singapore, SMEs' top
business priorities are growing
revenue, ensuring a positive cash
flow and reducing costs. A suc-
cessful business transformation
will help them achieve these goals.

Economic headwinds amid a
potentially looming recession, ris-
ing costs and geopolitical tensions
all mean that business transforma-
tionisnotjusta trend, butaneces-
sity to empower SMEs with the
competitive advantage to survive
and thrive in years to come.
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