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Vietnam is on the rise, with its
growth poised to outperform
the global average in 2018.
However, there are still many
concerns about the sustainabil-
ity of this growth, especially as
the Association of Southeast
Asian Nations (ASEAN) is
being hugely influenced by In-
dustry 4.0 impacts.

Obstacles for ASEAN and
Vietnam

Fifty years after its estab-
lishment, the ASEAN has be-
come one of the
fastest-growing and most dy-
namic regions in the world. The
region is still expected to out-
perform average global growth
and is estimated to expand by
5.3 per cent in 2018, led by
emerging economies such as
Vietnam, which is projected to
grow by 6.9 per cent, according
to the Economic Outlook by the
Organisation for Economic Co-
operation and Development
(OECD). However, new tech-
nologies such as the Internet of
Things, advanced robotics, and
artificial intelligence (AI) could
threaten this growth story in the
longer term — unless ASEAN
markets start preparing them-
selves for the shift.

The ASEAN’s core value
proposition, low labour costs,
will fade away over the coming
decades, as protectionist senti-
ments and new technologies
rise. These factors will keep
more production within the
shores of the developed parts of
the world.

Moreover, there is still a
gap between Vietnam and
other ASEAN countries in
terms of technology readiness,
according to the World Eco-
nomic Forum’s Global Com-
petitiveness Index 2017-2018
and the Economist Intelligence
Unit’s Technological Readi-
ness Ranking 2018 (see Figure
1). 1t is imperative for Vietnam
to embrace digital change in-
stead of relying on its key ad-
vantage of low labour costs.

Business strategy for the
digital age

It is a common misconcep-
tion that successful Industry 4.0
businesses will focus heavily
on technology by ‘going digi-
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Blueprint for digital success (Figure 2)
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tal’. Digital is not a ‘strategy’,
itis a ‘business strategy’ for the
digital age. Business leaders
should look at this task with a
comprehensive view, bringing
business together from three di-
mensions simultaneously, from
the business strategy, customer
experience, and technology
(BXT) areas of focus and work.

Here are six steps that have
been critical for successful
companies, according to the
research of PwC’s digital
transformation experts (see
Figure 2):

1. Map out an Industry
4.0 strategy up front. Business
leaders are advised to evaluate
their own digital maturity and
determine new targets for clos-
ing any gap.

« How well are they using
the data and analytics available
to them?

* How skilled are their
people and where do they need
to focus on up-skilling or
re-skilling?

* How digitally change-
ready are their business operat-
ing models and processes?

Leaders should prioritise
the measures which bring the
most value to the business for
their overall strategy. This in-
cludes aligning the business

and customer needs with exist-
ing and emergent technological
capability required to support
delivery. Great client experi-
ences start with a great em-
ployee experience and deep
insight into your digital cus-
tomer segments, as opposed to
the traditional segmentation.
Gaining commitment to this ap-
proach from the entire com-
pany leadership, making their
commitment to customers evi-
dent to every employee, and
inviting staff to take part in cre-
ating the new model wherever
possible is key.

2. Start with pilot proj-
ects. Experiments are necessary
to establish proof of concept
and demonstrate  business
value. Not every project will
succeed, but they will all help
the leaders learn the approach
that works for their company.
Learning should be a measured
outcome and make its way into
key performance indicators.
Based on successful experi-
ments, they can also gain buy-
in from the organisation and
secure funding for a larger roll-
out. For early pilot projects,
businesses should start with a
relatively narrow scope, but in-
corporate the end-to-end con-
cept of Industry 4.0 — from

materials to customer delivery
and after-sale services. These
pilots are also an opportunity to
test collaboration with digital
leaders outside the company’s
boundaries, including working
with startups, universities or in-
dustry organisations to acceler-
ate digital innovation.

3. Define the necessary
capabilities. By building on
the lessons learned in these pi-
lots, business leaders can map
out in detail the capabilities re-
quired to achieve their ultimate
goals, as well as develop a
blueprint for building, acquir-
ing or partnering with those ca-
pabilities. Businesses should
build up technological en-
ablers, such as an agile and
highly functional IT infrastruc-
ture with well designed, user-
friendly interfaces that can
propel business processes for-
ward. Success with Industry
4.0 will depend on the speed
and clarity with which a busi-
ness can respond to changing
customer expectations and the
technical integration of the full
supply and production chain,
including the automation of the
commercial and trade finance
supply chains. Thus, business
leaders should include strate-
gies for recruiting and develop-

ing employees who can un-
learn and relearn quickly and
attracting partner companies
who are equally responsive to
work with.

4. Become an expert in
data analytics. Success with
Industry 4.0 further depends on
the ability to unlock the power
of data and use analytics in ef-
fective ways. Taking a holistic
approach to the use of all data
available, structured and un-
structured, such as social
media, to find unforeseen con-
nections and insights is yet an-
other road to digital innovation.
This involves building cross-
functional analytics capabilities
that serve the strategic priorities
of the enterprise, drawing on
in-house staff and outsourced
expertise. By developing ways
of combining data from differ-
ent parts of the business (e.g.
quality, logistics, and engineer-
ing functions) with data
sourced from external partners,
companies can make them-
selves stand out or attract new
customers. Business leaders
will get even more value out of
data by using real-time analyt-
ics to tailor products to cus-
tomers and continually improve
business processes.

5. Transform into a digital
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enterprise. Transforming
under Industry 4.0 results in
major changes to business prac-
tices and the attitudes underly-
ing them, for example, shifting
from product-centric to cus-
tomer-centric, from responding
to needs to pre-empting them,
from operational analytics to
predictive analytics. Vertically
organised businesses need to
turn their organisational charts
sideways to create cross-func-
tional, omni-channel, journey-
based activity. The customer
journey becomes the central
value chain and to support all
these new ways of thinking and
working, physical office spaces
also need to be reshaped. Busi-
ness leaders must set the tone
from the top, with clear leader-
ship, vision, and commitment
from other C-suites and finan-
cial stakeholders. They should
create a digitally fit culture
where all employees consider
BXT in every activity, and are
willing to experiment, learn,
and adapt. Change does not
stop once Industry 4.0 strate-
gies are implemented. The
company will need to reinvent
its capabilities continually to
stay ahead of the game.

6. Adopt an ecosystem
perspective. Companies
should actively seek partner-
ships or use external platforms
where it is not sensible for the
business to develop a compre-
hensive offering of products
and services on their own. It
might be difficult to share
knowledge with other compa-
nies and there may be a prefer-
ence for acquisition over
collaboration, but business
leaders have to look for ways to
bridge their own company’s
boundaries. The greatest break-
throughs in performance occur
when a company actively un-
derstands consumer behaviour
and can create a distinctive role
for itself within a complex
ecosystem of partners, suppli-
ers, and customers. Often, tech
startups are focusing on niche
markets and segments and
manufacturing  technologies
that larger companies or gov-
ernment departments cannot, so
partnering with these smaller
entities can accelerate the de-
velopment of new Industry 4.0
plays and initiatives.

In summary, business trans-
formations, either incremental
and fast or one major change,
are inevitable with the advent
of Industry 4.0. Business lead-
ers in Vietnam are clearly re-
quired to make comprehensive
preparations for the transition
to a digital age. Local organisa-
tions are well advised to beat
the rush by seeking expert rec-
ommendations now on what
they could do to optimise the
opportunities brought about by
Industry 4.0.m



