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Is Data Analytics for SMEs? 

 

Data analytics or simply the analysis of data using statistics and quantitative methods, predictive and 
prescriptive modeling methods, to gain insights to make better decisions to achieve better 
outcomes. For big companies like Facebook and Google, data analytics is their daily business. 
Facebook will analyse the relationships among the users to decide what are the best newsfeeds to 
populate for each user, and Google will analyse the keywords used for searching and list the best 
matched results. But what about Small and Medium Enterprises (SMEs)? What kinds of data 
analytics can they perform and what value can they gain? 

Businesses collect tonnes of data. Data on their customers, products, production, and business 
transactions like sales and deliveries, are in fact gold mines waiting to be uncovered. The uncovering 
process or methods will depend on the business questions the businesses are interested to answer. 
Therefore, businesses should not rush into thinking that their business problems can only be solved 
using the most complex data analytics models. 

There are four main levels of data analytics – descriptive, diagnostic, predictive and prescriptive. 
Descriptive analytics refer to analysing past data and provide the descriptive statistics such as the 
average and standard deviation and will often include charting and visualization. By performing 
descriptive analytics, businesses can have a better understanding of their businesses, and to identify 
problems and opportunities. Diagnostic analytics refer to analysing the root cause of certain 
outcome and determining if an outcome did or did not occur by random chance. It allows businesses 
to understand the cause and effect of changes in their business activities. Predictive analytics allow 
businesses to predict what will happen next. With such predictions, businesses can be better 
prepared for a future state. Finally, prescriptive analytics prescribes the best action that can be 
taken to achieve the best outcome. This usually refers to determining the optimal setting that can 
either minimize the cost or maximize the profit. 

With these four levels, business questions are also categorized accordingly. Questions like “what are 
my best selling products” can be solved by descriptive analytics. Answering “what is the cause of 
poor sales” will use diagnostic analytics. To be able to predict “which customer will buy this product” 
will use predictive analytics. Finally, “what is the best allocation of marketing dollars to achieve the 
highest sales” can be answered by prescriptive analytics. 

Business questions are stacked like a pyramid, with a very big base of fundamental questions at the 
bottom and a smaller group of sophisticated questions at the top. These fundamental questions, 
when answered, will provide significant positive impact to the businesses. So, one should not lose 
sight and choose to focus on the sophisticated questions at the top. 

Recall the rouge train problem on Circle Line which occurred in 2016? It took a joint team from LTA, 
SMRT, IMDA, DSTA, DSO, GovTech and signalling system manufacturer Alstom, a few weeks to 
identify the rouge train that gave out the interference signal that stalled the other trains. How did 
they do it? It was interesting to note that they did not use the most sophisticated models like 
predictive and prescriptive models to solve the problem. They constructed Marey chart to visualize 
the time, location and direction of breakdowns. Visualization is a form of descriptive analytics. It is 
the first level of analytics. And yet, imagine the positive impact which was brought to the commuters 
when the rogue train was discovered. 
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For an SME, what kinds of descriptive analytics can they perform? A retail store can analyse the 
monthly sales transactions and determine what are the best-selling products and decide to bring in 
more of such products and also how much to bring in. For products which do not enjoy high 
demand, perhaps the decision could be to remove them and release the funds to acquire more of 
the best-selling products. Similar analysis can be performed for a restaurant. Are there menu items 
which are popular or not popular? Should the non-popular menu item be replaced? How much 
perishable food ingredients should be ordered to ensure demand is met and yet remain fresh 
enough?  

Businesses, especially SMEs, should not feel that data analytics is not for them. By starting with 
descriptive analytics, performing statistical analytics and building charts, trust that many 
fundamental and yet critical business questions can be answered. Data analytics is not so much 
about uncovering the most ground-breaking insights. It is about the positive impact that it can create 
for the business. 


