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= 966 respondents
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Key Business Challenges

@ AT st SR AL

gapore Chinese Chamber of Commerce & Industry



Increase in business costs outpace revenue growth;
Profit margin remains suppressed
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78.9% of companies faces increased business costs in 2018 (+6.6% point vs 2017)
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Top Business Challenges
Rising costs, Stiff competition & Manpower shortage

Business challenges

Rising business costs

Stiff competition in Singapore market

Manpower shortage

Financing and cash flow [ 15.0%
Challenges from disruptive technologies R 13.6%

Sector facing restructuring R 10.7%
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Rising costs attributed to salary and rental costs
Compliance cost has crept up

Business costs

Employees’ salary (excluding worker levies) 69"7‘2/1"_4%

48.9%
Rental costs 50, 5?%)

Government compliance costs / admin fees _7 /+3.7% pt
Cost of goods, raw material, equipment m 54.29%

Transport costs (COE, ERP, road tax) 13'5%21 99

. . . 10.69
Financing costs / interest payment ﬂ 20.3%

0% 10% 20% 30% 40% 50% 60% 70% 80%

N 2018 m 2017

31.5%
.8%
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Taking positive steps to manage business concerns
Find opportunities in new markets and innovate

Strategies adopted to manage business concerns

Step up to find opportunities in new growth
markets

Innovate products and services

Cost-cutting measures |, ::.1%
Business restructuring / Change business model
I 2:.9%
(e.g. adopt e-Commerce)
Outsource non-core business activities / Use
| I 2%
shared facilities and services
Exit the industry . 3.2%
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Productivity Efforts
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Effectiveness of Productivity Drive
74% of businesses see a small extent of improvement or better*

*moderate extent / great extent
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Effectiveness of Productivity Drive
Larger companies tend to get better results

Micro and small companies need more help in their productivity efforts

MW Not at all M Small extent Moderate extent M Great extent
Overall 26.3% 45.1% 25.1% 3.5%
Micro 36.5% 43.3% 19.1% l;
V4

Small 27.5% | 24.1% 4
32.4% 299
35.3% of medium & 43.0% of large companies see moderate/great extent of improvement

vs 20.2% (micro), 28.7% (small) enterprises

Medium 16.2%

Large 4/ 50.8%
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Effectiveness of Productivity Drive
Manufacturing and construction sectors see better results

Scope for Services companies to achieve greater improvement in their

productivity effort
B Not at all ® Small extent Moderate extent M Great extent
Services 23.47%
Manufacturing 28.4%
Construction 32.5%

35.0% from Construction & 35.5% from Manufacturing see moderate/great extent
of improvement, vs 26.2% (services sector)
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Wholesale and retail is lagging behind
other services sectors

60%

———1

| I 51.7% 51.6%
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| 99
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I : 1% 32.3
| 28.3
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Wholesale & Infocomm Professional & Transport, Education, Tourism, Finance Real Estate
Retail Trade Business Storage & Health & Hotels & F&B
Services Logistics Social
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FIndings on manpower
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Notwithstanding a challenging economy,
SMEs are keeping their workforce

Staff strength

100%
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Increasingly difficult for businesses to recruit
staff with the right skills

Key manpower challenges

59.3%

47.2V

+12.1% pt

59.7%

Not able to recruit staff with the skills we need

Attract and retain staff 44.6%

J -design f izt f ti
ob re-design for biz transformation 23.0%

8.5%

Lack of suitable industry-specific training 19 6%
. (o)
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N 2018 m 2017
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Every 3 out of 4 companies sent employees
for training

Did you send your employees either for external
or in-house training?

HYes
No
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No. 1 reason for training: When businesses need to
develop new businesses, products, or improve processes

Reasons to embark on training

When | need to develop new
P ' 67.3%

businesses/products/improve processes.

When | have financial resources to do so. [ NENER 19.4%

| need help as | do not know how to train my staff. [} 5.8%

| will not invest in training as the staff leaves after
o W 5.2%

When my staff attrition rate increases. [} 1.7%

When my competitors start training. l 0.7%

0% 10% 20% 30% 40% 50% 60% 70% 80%
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Industry Transformation I\/Iap ‘

(ITMs)
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Less than half of companies heard of ITMs
63% of those who have are unsure how to participate

Re5pondents' Intend to participate and benefit from ITMs

awareness Not sure how at this point in
¢
of ITMs =

Through the relevant
government agencies

Through the trade association
in my sector

Collaborate with other
companies

40% 60% 80%
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Govt Assistance Schemes
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Slight decrease in businesses who have
applied for Govt schemes to transform & upgrade

Manufacturing sector has highest take-up rate in govt schemes

Companies that have applied for Govt Schemes (by sector) Overall

100% MFG

005 86.9% CONST

. o . 79.3% 77.8% 23.8% SVC

70% -70 64.1% 63.5%
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Overall Manufacturing Construction Services
N 2017 m2018
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There is an increase in micro companies
adopting Govt Schemes

Companies that have applied for Govt Schemes (by revenue size)

89.2%
78.5% 79.4%
73.7%
70. 4%67 1% 68.2%
55.4%
51 1%
| 6%I I
Overall Micro Small Medium Large

N 2017 m2018
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PIC is the most popular scheme

2018*

PIC and PIC+ Scheme for SMEs** 89.8%
Innovation & Capability Voucher (ICV) 41.2%
Capability Development Grant (CDG)*** 21.8%
Wage Credit Scheme 21.5%
Training subsidies, Enterprise Training Support, WorkPro 14.7%
SMEs Go Digital Programme 6.2%
Market Readiness Assistance Grant 4.6%
Micro-Loan Programme 4.3%
SME Working Capital Loan 4.0%
Double Tax Deduction for internationalisation (DTDi) 3.5%
Global Company Partnership (GCP)*** 1.4%
Internationalisation Finance Scheme 1.4%
Intellectual Property schemes 1.2%
GET-Up, Technology Adoption Programme 0.5%

*2018: Among the 67.2% of respondents who have applied for government schemes
**PIC and PIC+ Scheme for SMEs have lapsed in 2017
***From 2H2018, CDG and GCP will be streamlined into Enterprise Development Grant (EDG)
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Need to enhance awareness of
new government schemes

Familiarity with new government schemes

90% ! 8_2.6_%)I

) 80.4%
80% 79.7% ’ | I 76.2%
| |
70% : :
61.3% | |
60% | l
50% | |
s0% | 36.1%l l |
I I | |
] i ' I 21.1%
0, .
20% : | 19.6% 18 6% 16.9% | | i
I |
10% | :
: [ 0.7% 0.9% %| | 2.7%
0% l—_i_‘ - _tj_-l N —
Frlc_)ductivity Capability Transfer  Lean Enterprise Partnerships for Professional
Solutions Grant Programme (CTP) Development Capability Conversion
(PSG) Scheme (LED) Transformation  Programmes (PCP)

(PACT)

M Yes, | am aware of it M Yes, | have applied for it ® No, never heard of it
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Businesses hope govt rules and regulations can
be less rigid; and more govt coordination on
cross-agency issues

Apart from govt schemes, what form of help do you need most?

Government can make its rules and regulations less

[v)
e - 54.2%
Govt agencies can be more coordinated on cross-
agency issues
Access to external help to undertake innovation _ 20.4%

Govt-linked co. & large biz provide more oppty for _ 19.0%

SMEs to join their projects e
Explore how the trade association in my sector can

help me

0.0% 10.0% 20.0% 30.0% 40.0% 50.0% 60.0%
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Internationalisation
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Malaysia, China & Indonesia are top 3 overseas markets

65.1% respondents indicated that they will venture
overseas over the next 3 years (2017: 61%)

Rank Countries 2018
1 Malaysia 59.5%
2 China 39.7%
3 Indonesia 39.2%
4 Vietnham 33.4%
5 Thailand 28.3%
6 Myanmar 26.0%
7 Cambodia 17.5%
8 Australia / New Zealand 11.2%
9 India 10.2%
10 Europe 9.8%
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Top Challenges while venturing overseas
Unfamiliar with regulations, Identify right partner &
Difference in business culture

Challenges encountered when venturing overseas

Unfamiliar with rules and regulations in overseas
market

B 54.5%

Identifying the right business partner [ NG 34.2%
Difference in business culture [[NNEGE 27.7%

Lack of suitable manpower & scale to develop
overseas markets

N 26.9%

Access to in-depth market information NG 16.7%
Access to financing to support overseas ventures [[NNGR 15.6%

Facing stiff competition in overseas markets [ NGB 15.0%

0% 10% 20% 30% 40% 50% 60%
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Digitalisation
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Large 3.6%

Medium

13.7%\

Construction
/ 5.2%

== Manufacturing
12.0%

Services
82.8%

Source: SCCCI Digitalisation Survey 2018

Respondents Profile

96% SMEs

83% Services

= 366 respondents

= Covered all sectors,
including manufacturing,
construction and services

= Survey period: August
2018
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64% of respondents have digitalised their businesses

Focus is on process improvement, customer engagement
and marketing

Business activities that have been digitalised

Improve internal processes (e.g. HR,
. P (e I 453.9%

Admin, Finance)

Engagement with customers [ NN 48.5%
Digital marketing of products / services || IEGTNNGTNENGEGEGEGEGEGEGEEE 47.2%

Adopt ICT / software solutions to improve

. 46.4%
business processes
Using e-commerce to find new markets [ NGNNGG 26.2%
Engagement with partners and suppliers |G 23.2%
Data analysis to benefit business 23.2%
0% 10% 20% 30% 40% 50% 60%
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Key challenges: Lack of resources and high cost

57.1%
Lack of resources (e.g. manpower, skills) to

digitalise

54.2%

Cost is too high

Difficulties in finding the right vendors 31.9%

Uncertain about the outcome of

o
digitalisation 18.4%

Uncertain about which areas to digitalise 24.1%

0% 10% 20% 30% 40% 50% 60%
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47% of respondents have adopted E-commerce

74% of respondents with E-commerce sales amounting to
10% or less of total sales

Top 3 challenges in increasing

Percentage of sales from E-commerce
E-commerce sales

Converting leads on my e-

e o
Below 1% commerce site into actual _ 68.5%

sales

. . Getting traffic to my e- _ 58.6%
1% to 5% commerce site T

Difficulty in finding sufficient

>5% to 10% manpower or the right talent _ 50.0%

to drive e-commerce sales

Logistics-related issues (e.g.
>10% to 20% 13.1% high freight costs, unreliable 29.6%
providers, etc)

More than |
20% - 13.1% Inventory management - 16.7%

0% 10% 20% 30% 40% 0% 10% 20% 30% 40% 50% 60% 70% 80%



Majority of respondents agree on
the importance of cybersecurity

Cyber attack only happen to bigger companies

Agree 17.3%

Disagree

82.7%

0% 10% 20% 30% 40% 50% 60% 70% 80% 90%

| am aware of the importance of cybersecurity. My company...
Has business continuity plan in the event IT
system is under cyber attack.

Ensures that digital assets (e.g. customer data)

are properly secured and comply with PDPA. 90.7%

Ensures that anti-virus software is up-to-date

. . . 92.5%
and IT devices are properly maintained. .

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

Agree M Disagree



Key challenges: Keeping pace with cyber threats
and lack of expertise

| am planning to implement cybersecurity measures, but...

Do not know how to keep pace with rising
cybersecurity threats.

Do not have any IT personnel / cybersecurity
expert in my company to help me.

Do not know how to start.

| think the cost is too high.

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

M Agree M Disagree



Data analytics and Internet-of-Things
most relevant to businesses

Big Data & Data Analytics / Business Intelligence _
Internet of Things (1oT) solutions / Sensors- _
associated solutions

Artificial InteIIigence (Al) / Machine Learning / _
Chatbot

Blockchain / Distributed Ledger Technology _
(DLT)

Autonomous systems / Robotics Solutions (SR NSS C N

Augmented Reality (AR) / Virtual Reaiity (vR) 2 SRS 55 M

30 printing ISR

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

B Currently Using B Exploring how to use B Not relevant



Conclusion &

Recommendations
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Conclusion (1/2)

A significant 79% of businesses indicated that their costs have increased. Profit
margin remains suppressed as rising business costs outpace revenue growth.

Rising business costs, stiff competition in Singapore and manpower shortage are
the top concerns of businesses.
* Employee and rental costs have eased compared to 2017;

 Compliance cost however has crept up.

Businesses are taking positive steps to find opportunities in new growth markets
and innovate their products and services.

About 74% of businesses indicated that their productivity improvement efforts
have shown a small extent of results or better.

e Larger companies tend to reap better productivity results.
Top manpower challenges for businesses are not being able to recruit staff with
the right skills, and attracting and retaining staff.
C T He P 4L G
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Conclusion (2/2)

75% of businesses have sent their employees for training.

 The key reason to embark on training is when companies need to develop
new businesses, products or to improve their processes.

= Only 40% of businesses are aware of Industry Transformation Maps
(ITMs). Moreover, 60% amongst them are not sure how to participate
and benefit from the ITMs.

" 67% of businesses have applied for government schemes to transform
and upgrade.

* PICand ICV (since expired) remain the two most popular schemes.
 Many businesses are not familiar with the newer government schemes.

= Businesses hope that government can make its rules and regulations
less rigid, and government agencies can be more coordinated in dealing
with cross-agency issues.
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Recommendation 1:

Enhance the Productivity Solutions Grant to continue

the productivity improvement momentum of businesses

40

Singapore’s productivity grew by 4.5% in 2017, the highest growth
rate since 2010 when the economic restructuring started.
Businesses wanted to continue with their productivity
improvement efforts.

The highly-popular Productivity & Innovation Scheme (PIC) has
lapsed in 2017, while the Innovation & Capability Voucher (ICV)
has been merged into the Productivity Solutions Grant (PSG)
introduced on 1 April 2018.

PSG can incorporate the features of PIC characterised by its
broad coverage (include more sector-specific and pre-scoped
productivity solutions) and its flexibility of use.
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Recommendation 2:
Trade associations should be proactive to engage government
in the implementation of Industry Transformation Maps

=  While the Industry Transformation Maps (ITMs) is a major strategy of Singapore’s
economic restructuring, many businesses are not familiar with them.

= For trade associations who fall within the 23 ITMs, and wanted to be involved in
the ITM implementation, they should proactively engage the relevant
implementing government agencies to discuss specific roles and ways in which
they would like to be involved, and the agencies concerned should partner them.

=  For the industry sectors without ITMs:

— Trade associations who wanted to develop their own equivalent industry
development initiatives should proactively approach the relevant
government agencies to seek guidance and assistance in the specific areas
they would like to drive/implement; or

— Trade associations can engage the relevant implementing government
agencies to find synergies and explore how they can fit within the 23 ITMs.
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Recommendation 3:

Trade associations can take the lead to address common

42

industry needs and challenges as their industries transform

®» The benefits of a sharing economy can be harnessed to
transform the way businesses are conducted. The use of shared
facilities and services can help businesses, especially our SMEs,
to access advanced technologies, equipment and new market
opportunities while keeping operating costs lower.

= Many businesses have yet to fully leverage on shared facilities
and services in their transformation effort. Trade associations
can take the lead to help overcome the limitations of individual
companies to address common industry needs and challenges.
Government can provide resource support for such industry-led
initiatives, including expertise and funding.
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Recommendation 4:
Help businesses to get workers with the right skills

Singapore is facing a shrinking local labour force, while government has
maintained its firm position on curbing foreign workers inflow. The
ongoing economic restructuring on the other hand has led to workers
being made redundant, with the scope to be re-trained for the growth
sectors.

In the continuing effort to transform, traditional sectors of the economy
that are still looking to hire continue to face manpower shortages.

There is scope for trade associations and businesses to gain familiarity
with the support schemes, including the Lean Enterprise Development
Scheme (LEDS), Capability Transfer Programme (CTP) and the
Professional Conversion Programmes (PCP), and tap on them to get
workers with the right skills. LEDS, CTP and PCP can be made even
easier to apply and use by trade associations and businesses.
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