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Since October, Industry 4.0 
(IR4.0) has been the byword 
for players across the manu-
facturing board. The recent 

launching of federal government’s 
National Policy on IR4.0, aptly ti-
tled Industry4WRD, brought about 
a number of policies, goals, objec-
tives and targets that the govern-
ment is looking at to upscale 
Malaysia’s industrial sector.

But how effective is this policy in 
the long run? While the nation-
building policy ticks all the boxes 
when it comes to nationwide IR4.0 
implementation, KCom Group (for-
merly known as Knowledgecom) 
chief executive officer ST 
Rubaneswaran says the problem 
lies with executing the blueprint.

Speaking with MALAYSIA SME®, 
Rubaneswaran says that MITI alone 
could not handle the implementa-
tion of IR4.0.

“Other ministries would have to 
be part of this, for example, the 
Ministry of Human Resources for 
labour, the Ministry of Education 
for educating students, so there’s a 
spectrum of ministries involved.

“Each ministry has its own agen-
cies, and they will cater to a certain 
subset of industries and people in 
that area. It’s really about getting 
everyone on the same page and 
moving towards a common goal,” 
says Rubaneswaran whose fi rm ser-
vice provider that specialises in up-
skilling the workforce.

Within the 76-page national pol-
icy on IR4.0, the government has 
highlighted an implementation ap-
proach which states that the strate-
gies and action plans require col-
laborative efforts across multiple 
stakeholders and organisations.

Spread out across fi ve points, the 
policy states that the implementa-
tion of IR4.0 would be acted out by 
multiple ministries. Additionally, 
the policy also admits that whilst 
efforts have been undertaken to in-
corporate all possible interventions, 
the policy is not a solution for all.

The implementation approach 
also points out that the policy pro-
vides broad strategies and action 
plans under the premise that each 
sector within the manufacturing in-
dustry has different readiness levels 
in embracing and adopting IR4.0.

“Further work is required to cus-
tomise these recommendations for 
each sector depending on their 

needs and priorities,” says 
the policy.

Additionally, the policy says that 
while it recognises the best manu-
facturing systems in Germany and 
Japan, the needs and driving fac-
tors of these countries differ from 
Malaysia’s. As such, replicating 
their systems would not work well 
in Malaysia, and the manufactur-
ing sub-sector would have to con-
sider which elements of these in-
ternational benchmarks could 
be adopted.

The policy also notes that SMEs 
who are manufacturers have lower 
levels of collaboration in research 
along with lower access to high per-
forming graduates and even worse, 
lack the capital to invest in strate-

gic planning.
Thus, the implementation would 

also involve larger companies and 
the research community are incen-
tivised to help SMEs.

Today however, implementing an 
IR4.0 system would require a sys-
tem, while at the same time, pro-
vide training to employees to work 
the system.

“For an SME to have the system 
in place, an SME has to invest, and 
given that most SMEs in Malaysia 
make less than a million while the 
larger ones would make between 
one to four million.

“So for them to invest in a system 
and training, it really becomes a 
chicken and egg story. A company 
can invest on the training pro-
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vided there is funding available 
to make them IR4.0 relevant,” says 
Rubaneswaran.

However a system is still neces-
sary, so once the training is done, 
there also a need to implement the 
system, which is neither big nor 
small, but could cost RM100,000 up 
to RM300, 000.

With all this in mind, says 
Rubaneswaran, SMEs will then 
ponder on where they can get the 
funding from and how easily ac-
cessible the funding is.

“The current system is that the 
SMEs need to fork the money out 
fi rst to fund the implementation, 
get it to run, and only after that will 
the government reimburse half of 
the amount the company has in-
vested in,” he explains.

During the tabling of Budget 2019 
shortly after the 4WRD launch, 
Finance minister Lim Guan Eng 
says between 2019 and 2021, the 
federal government will be allocat-
ing a total of RM210 million for 500 
SMEs for the purpose of carrying 
out a Readiness Assessment pro-
gramme to make them IR4.0 ready.

Budget 2019 also saw the alloca-
tion of RM2 billion to incentivise 
SMEs to adopt IR4.0 and another 
RM3 billion for an Industry 
Digitalisation Transformation Fund 
with a 2% subsidised interest rate.

The purpose of this fund would 
be to accelerate the adoption of 
smart technology, which consists of 
automation, robotics and artifi cial 
intelligence.

Rubaneswaran says that even 
with such massive funding, the 
main issue here is how will the 
money trickle down to SMEs, and 
what are the processes?

During a recent press conference 
on a partnership between Microsoft 
Malaysia and MIMOS, Malaysia’s 
national applied research and de-
velopment centre, Minister of 
International Trade and Industry 
Datuk Darell Leiking told 
MALAYSIA SME® that the details 
for the allocation of funds would 
only be released once MITI has re-
ceived money.

“But there’s already a plan and a 
particular department within MITI 
that is in charge of disbursing the 
money to the SMEs when the time 
comes,” says Leiking.

That said, at the moment, SMEs 
would probably have to fi rst invest 
their own hard earned cash in or-
der to adopt IR4.0. Rubaneswaran 
notes that cash strapped SMEs 
would not have RM100,000 to in-
vest into IR4.0 systems.

Therefore, he adds that the lack 
of funds is the main reason why 
SMEs are put off from adopting 
IR4.0 SMEs want to digitalise but 
they would have to bear the cost of 
adopt ir4.0 fi rst before receiving 
funding from the government

“It’s not that they (SMEs) don’t 
want to change, (but) it’s because 
the current situation is such that 
they would have to pay fi rst before 
getting the required funds.

“So, they would be asking them-

selves: do I have enough cash to do 
it, and is it worth the investment, 
can I go for that region and then see 
what benefits I will get?” 
Rubaneswaran points out.

In fact fi nancing is only the tip of 
the iceberg when it comes to the 
challenges that SMEs want to adopt 
IR4.0 face.

Rubaneswaran has identifi ed the 
Malaysian infrastructure as trouble-
some for the adoption of IR4.0. One 
of the most important branches under 
IR4.0 is the Internet of Things (IoT). 
This refers to the interconnection via 
the Internet of computing devices em-
bedded in everyday objects, enabling 
them to send and receive data.

Implemented in factories, IoT 
would turn regular factories into 
smart factories, factories which are 
able to run without much human 
intervention. But this would mean 
using the Internet, and at the mo-
ment, Malaysia’s ranking against 
other countries is not good at all.

According to Cable.co.uk’s report 
‘New Worldwide Broadband Speed 
League’, Malaysia’s broadband in-
ternet speed is behind 62 other 
countries.

“Broadband speed is important. 
It’s like a highway; if you have a 
smaller road you have a lot of con-
gestions, and if you have a ten-lane 
highway, you move faster.

“If you look at IR4.0 as a whole, 
you have SMEs everywhere, from 

Kelantan to Sabah, to KL, Sarawak 
and Penang. And the problem is, 
most of them are not running on 
the same internet speed. In fact 
some industrial areas in Sabah 
don’t have broadband, rather 
they’re using dial-ups,” shares 
Rubaneswaran.

Hence, if the federal government 
intends to implement IR4.0 nation-
wide, the internet needs to be up-
graded across Malaysia at the same 
time. For this to happen, says 
Rubaneswaran, the infrastructure 
has to be upgraded.

Part of the effort to solve this in-
volves the Ministry of Multimedia 
and Communication bringing in 
other companies to help Malaysia’s 
main telco Telekom to assist in en-
hancing Malaysia’s internet speeds. 
If Malaysia is lucky, Rubaneswaran 
says, the internet speed can be fi xed 
in fi ve to seven years, provided 
Malaysia is lucky enough.

According to the Readiness for 
the Future of Production Report 
2018 by the World Economic Forum 
(WEF) and global managing con-
sultant fi rm A.T. Kearney, Malaysia 
sits  comfortably in the 
‘Leader’ quadrant.

However, Rubaneswaran says 
that Malaysia is actually late, as 
compared to other countries. 
“Thailand has already released their 
own IR4.0 blueprint two years ago, 
Indonesia, has started executing, 

Singapore also released their blue-
print two years ago.

“So if we don’t move forward, 
we’ll be late, and technology 
doesn’t wait for you,” he adds.

In relation to this, while SMEs in 
urban areas are more modern and 
tech savvy, those that are located in 
the rural areas don’t employ any 
technology in their businesses.

“If they don’t adapt, then that is 
where the problem happens. They 
won’t be able to run their business, 
they’ll lose their competitiveness, 
and they won’t be able to earn an 
income,” says Rubaneswaran.

Today, there are more than 
900,000 companies in Malaysia. 
98.5% of them are SMEs. Yet, up to 
70% to 80% of them do not have 
any digitalisation in their processes.

The crux of this problem is how 
will the government get this mas-
sive number to transform and adopt 
IR4.0? Rubaneswaran says that 
SMEs need to know that whatever 
they are doing today could change 
and put them out of business in 
the long run.

Providing a liberal estimate, 
Rubaneswaran believes that if the 
government follows through on the 
IR4.0 blueprint, it will take 12 years 
for Malaysia to be at the same level 
with nations like Japan and Germany.

This would mean, getting more 
than half of the SMEs in country 
digitalised. “We have to provide 
them an environment for change. 
At the moment there’s no means 
for them to change,” he clarifies.

Speaking on the challenges that 
Malaysia faces as it strives to im-
plement IR4.0 on a national level, 
Leiking says that the government 
was more concerned about the read-
iness of industry players.

“That is why the government has 
allocated a large portion of money 
for now to assess the readiness of 
SMEs in adopting IR4.0 and 

automation.
“However, a lot of SMEs have 

taken their own initiative to be 
ready and to be enhanced and to 
make their production lines faster 
and automated,” says the minister.

Leiking adds that what the gov-
ernment will do is to assist manu-
facturers who are not yet ready. At 
the same time, ensure that no one 
is left behind as not all manufactur-
ers can adopt IR4.0.

"Each industry/SME is different, 
and will approach IR4.0 in a differ-
ent manner. But for those who are 
on the production line, yes, the gov-
ernment will assist them to be au-
tomated, and to be Industry4WRD 
ready,” explains Leiking.

On a separate note, market-re-
search fi rm IDC believes that direct 
support for Public-Private 
Partnerships (PPP) is necessary to 
drive IR4.0 in Malaysia.

“The growth of digital econo-
mies is becoming an ever more 
impactful part of the global econ-
omy. The transition to a digital 
economy is a key driver of growth 
and development because it can 
provide a boost to the country’s 
productivity across all sectors and 
it creates an attractive environ-
ment for new investments from 
outside Malaysia.

 “As the fourth industrial revolu-
tion becomes a key driver of the 
digital economy, entrepreneurs and 
SMEs need to assess fundamental 
aspects of their business, including 
what products and services they 
sell, how they deliver them to the 
market, the new skillsets required 
and how they need to organize to 
support their operations. Now is 
the time to take advantage of the 
new policies of the government and 
partner to accelerate new digital 
businesses,” says IDC Research 
Director IoT and Telco, IDC Asia 
Pacifi c Randy Roberts.  MSME 
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At least 12 years to be fully IR4.0 ready

We have to provide them an 
environment for change. At the 
moment there’s no means for 
them to change.”
— Rubaneswaran

Malaysia’s Readiness for Industry 4.0
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