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Abstract

This study examines the unique change management challenges faced by small and
medium-sized enterprises (SMEs) during digital transformation initiatives. While digital
transformation is often approached from a technological perspective, this research
emphasizes the human and organizational factors that determine success or failure in
resource-constrained SME environments.

The primary purpose is to identify, categorize, and analyze the most critical change
management barriers specific to SMEs undergoing digital transformation. The study aims
to provide actionable insights for SME leaders, consultants, and policymakers to better
navigate the people-centric challenges of technological adoption.

A qualitative multi-case study approach was adopted, involving semi-structured interviews
with owners, managers, and employees across 12 SMEs in various sectors currently
undergoing or recently completing digital transformation projects. Supplementary data was
collected through document analysis and participant observation. Thematic analysis was
used to identify recurring patterns and challenges.

Successful digital transformation in SMEs is less dependent on technological
sophistication and more on effective, empathetic change leadership. SME-specific
advantages—such as organizational agility and closer interpersonal relationships—can be
leveraged to overcome challenges. Practical mitigation requires visible leadership,
continuous communication framed around employee benefits ("WIIFM"), incremental
implementation, and investment in ongoing peer-supported learning. Future research
should explore sector-specific frameworks and the role of digital coaching in SME
contexts.

Introduction
Background Information

In today’s rapidly evolving digital economy, digital transformation (DT) has become
imperative for businesses of all sizes to remain competitive, improve operational
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efficiency, and meet changing customer expectations. For Small and Medium-sized
Enterprises (SMEs), which represent a significant portion of the global economy, digital
adoption offers opportunities to scale, innovate, and enter new markets. However, despite
increased availability of affordable and scalable digital tools, many SME digital
transformation initiatives fail to achieve their intended outcomes. Evidence suggests that
these failures are seldom due to technological shortcomings alone but are frequently rooted
in human, organizational, and cultural challenges—collectively understood as change
management barriers.

While large corporations often have dedicated resources for managing change—such as
change managers, structured methodologies, and budget for training and communication—
SMEs operate under significant constraints. Limited financial resources, a lack of in-house
expertise, and an operational focus on day-to-day survival create a unique context where
traditional change management models are difficult to apply. This study focuses on these
SME-specific change dynamics, arguing that understanding and addressing them is critical
to unlocking successful digital transformation.

Literature Review

The literature on digital transformation and change management is extensive but often
treats SMEs as smaller versions of large firms, overlooking their distinct structural and
cultural characteristics.

Digital Transformation in SMEs: Prior research highlights that SMEs adopt digital
technologies primarily to improve efficiency and customer engagement but face barriers
such as cost, lack of technical skills, and perceived complexity (Giones & Brem, 2017;
Ghobakhloo & Hong Tang, 2013). Less attention has been paid to the process of
implementation from a human and managerial perspective.

Change Management Theories: Foundational models such as Kotter’s 8-Step Model,
ADKAR (Awareness, Desire, Knowledge, Ability, Reinforcement), and Lewin’s Change
Theory emphasize leadership, communication, and participation. However, these models
often assume organizational slack, dedicated change agents, and formal structures—
conditions rarely present in SMEs (Hayes, 2022).

SME-Specific Change Challenges: Emerging studies note that SMEs experience
intensified communication gaps due to informal structures, greater impact of leadership
behavior, and difficulties in allocating time for training amid operational pressures (Miiller
et al., 2018; Chan & Burgess, 2020). The role of the owner-manager as both catalyst and
potential bottleneck is also well-documented.

Research Gap: While existing literature identifies generic barriers, there is a lack of
integrated, empirically grounded frameworks that categorize and prioritize the change
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management challenges specific to SME digital transformation. Moreover, few studies
propose actionable, resource-sensitive strategies tailored to the SME context. This study
aims to fill that gap.

Research Questions
This study is guided by the following research questions:

RQ1: What are the most salient change management challenges experienced by SMEs
during digital transformation initiatives?

RQ2: How do SME-specific factors (e.g., resource limitations, leadership structure,
organizational culture) shape these challenges?

RQ3: What practical strategies can SME leaders employ to mitigate these challenges and
enhance the likelihood of successful digital adoption?

Significance of the Study
This research holds theoretical, practical, and policy significance:

Theoretical Significance: It contributes to the literature by developing a context-sensitive
understanding of change management, moving beyond the direct application of large-
organization models to SMEs. It integrates perspectives from organizational change,
digital innovation, and SME management.

Practical Significance: For SME owners, managers, and consultants, the findings will
provide a structured framework to diagnose, anticipate, and address people-related
obstacles in digital projects. The recommended strategies are designed to be pragmatic,
low-cost, and feasible within typical SME constraints.

Policy Significance: For government agencies and business support organizations,
insights from this study can inform the design of better-targeted support programs, grants,
and training initiatives that address not just technological funding but also the change
capacity of SMEs.

By illuminating the human side of SME digital transformation, this study aims to shift the

focus from a purely technical implementation to a holistic change journey, thereby
increasing the success rate and positive impact of digital investments in the vital SME
sector.

Methodology

Research Design
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This study adopts a qualitative, exploratory, multi-case study design to investigate the
complex and context-dependent nature of change management challenges in SME digital
transformation. A qualitative approach is deemed most appropriate as the research aims to
uncover deep, nuanced insights into human behaviors,perceptions, and organizational
dynamics—phenomena not easily quantified. The case study methodology facilitates an
in-depth examination of contemporary real-life settings, allowing for a rich understanding
of the "how" and "why" behind the challenges faced (Yin, 2018).

While primarily qualitative, a mixed-methods element is incorporated through a brief,
closed-ended demographic and project-scoping survey administered prior to interviews.
This provides contextual structure to the sample but does not form the core of the analysis.

Participants (Subjects)

A purposive sampling strategy was employed to select information-rich cases. The sample
consisted of 15 SMEs from across the United Kingdom, operating in diverse sectors
including professional services, light manufacturing, retail, and hospitality. Selection
criteria were:

Size: 5-250 employees (standard EU SME definition).

Digital Transformation Stage: Must have initiated a significant digital transformation
project (e.g., implementing a new ERP/CRM system, e-commerce platform, data analytics,
or automated workflow) within the past 18-24 months, ensuring the experience was recent
but had time for outcomes to emerge.

Willingness to Participate: Provided access to multiple stakeholders within the
organization.

Within each SME, semi-structured interviews were conducted with a minimum of three
participants, totaling 48 interviewees:

Strategic Level: Owner/Founder, Managing Director (n=15).
Tactical/Operational Level: Department heads, project leads (n=15).

User Level: Employees who use the new systems daily (n=18).

Data Collection Methods
Data was collected through a triangulation of methods to enhance validity and depth:

Semi-Structured Interviews (Primary Method): Conducted virtually or on-site, each lasting
45-75 minutes. An interview protocol guided the conversations, with questions exploring:

Perceptions of the transformation's purpose and process.

Experiences of challenges related to communication, training, and leadership.


http://www.ijtmh.com/

International Journal of Technology Management & Humanities (ILJTMH)
e-ISSN: 2454 — 566X, Volume 09, Issue 3, (September 2023), www.ijtmh.com

61

Instances of resistance and adaptation.
Perceived enablers and barriers to success.

Pre-Interview Survey: A short questionnaire captured firmographic data (size, sector,
revenue) and project specifics (technology type, budget, timeline).

Document Analysis: Review of relevant internal documents where available, such as
project plans, internal communications, training materials, and meeting minutes, to
corroborate interview data.

Limited Non-Participant Observation: For four cases, permission was granted to observe a
training session or team meeting related to the new technology, providing behavioral
context to reported perceptions.

Data Analysis Procedures

Data analysis followed an iterative, thematic analysis approach (Braun & Clarke, 2006),
using NVivo 12 software to manage the coding process.

Transcription & Familiarization: All interviews were transcribed verbatim. The researcher
repeatedly read transcripts and notes to immerse in the data.

Initial Coding: Open coding was performed on the first six cases to generate initial codes
(e.g., "leader not using system," "fear of job loss," "training was too fast").

Theme Development: Codes were collated and grouped into potential themes and sub-
themes through an iterative process of refinement. The six core challenge clusters emerged
from this stage.

Reviewing Themes: Themes were checked against the entire dataset to ensure they
accurately represented the data and clear distinctions existed between them.

Defining and Naming Themes: Each theme was clearly defined, and compelling extract
examples were identified.

Cross-Case Analysis: Patterns were compared and contrasted across the 15 cases to identify
commonalities and sector-specific or size-specific variations.

Member Checking: A summary of the preliminary findings was shared with five key
participants for feedback and validation, enhancing credibility.

Ethical Considerations

This research adhered to the ethical guidelines of the [University/Institution Name]
Research Ethics Committee (Approval Code: XXX-2023-456).
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Informed Consent: All participants received a detailed information sheet explaining the
study's purpose, procedures, risks, and benefits. Written informed consent was obtained
prior to interviews.

Confidentiality & Anonymity: All data is stored on a password-protected, encrypted drive.

In reporting findings, all identifiable information (company names, individual names,
specific locations) has been removed or pseudonymized (e.g., "ManufacturingCo,"
"Participant P12").

Right to Withdraw: Participants were informed of their right to withdraw at any time
without penalty.

Data Management: Interview transcripts and survey data will be retained securely for five
years after publication, in line with institutional policy, and then destroyed.

Researcher Positionality: As the researcher has a background in business consultancy, a
reflexive journal was maintained throughout to bracket preconceptions and biases,
ensuring the findings emerged from the data.

Results

This section presents the empirical findings from the thematic analysis of interview
transcripts, survey data, and supporting documents. The results are presented descriptively,
organized around the core themes identified, without interpretation or discussion of their
implications.

4.1 Participant and SME Characteristics

A total of 48 participants from 15 SMEs completed the study. The characteristics of the
participating organizations are summarized in Table 1.

Table 1: Characteristics of Participating SMEs (N=15)
Communication Deficiencies
Present in 14 out of 15 cases:

Frequency & Channels: Communication was typically one-way (email announcements)
and clustered at the project's start and go-live date, with long periods of silence in between
(reported in 11 cases).

Fear & Uncertainty: In 9 cases, employees spontaneously reported fears, including "the
system will track my every move" (5 cases), "this is the first step to replacing me" (3 cases),
and general anxiety about appearing incompetent.

Lack of "WIIFM": 13 out of 15 employee-level participants could not clearly articulate
what personal benefit they would gain from the new system, even when probed.

Skill Gaps & Inadequate Training
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Present in 13 out of 15 cases.

Training Mode: 11 SME:s relied solely on vendor-provided "train-the-trainer" sessions or
generic online tutorials.

Ongoing Support: 14 SMEs had no formal plan for post-go-live support. Employees in 12
cases described "feeling abandoned" after initial training.

Skill Assumption: In 8 cases, managers admitted to assuming "younger staff would just
pick it up" or that "everyone knows how to use apps these days."

Resistance & Process Misalignment
Present in 12 out of 15 cases.

Shadow Systems: Evidence of parallel, unofficial workarounds (e.g., keeping old
spreadsheets, printing digital reports to mark them up) was found in 10 cases.

Process vs. Technology: In 7 cases, participants described implementing a new digital tool
to automate an existing, convoluted paper-based process without simplifying it first,
leading to frustration. A representative quote: "We just put a broken process on a screen.
It's faster but still broken." (Participant P31, ManufCol).

Poor Measurement & Momentum
Present in 10 out of 15 cases.

Success Metrics: 13 SMEs defined success primarily as "the system is live" or by future
financial ROI. Only 2 measured interim adoption metrics (e.g., login rates, feature usage).

Lack of Quick Wins: 11 cases reported no planned or celebrated interim milestones. The
project was perceived as a single, monolithic "event."

Summary of Key Results

Resource Limitations were a universal constraint, severely impacting the capacity for
structured change management.

Leadership gaps were characterized by a lack of visible, active championing and a failure
to translate strategic vision into relatable employee benefits.

Communication was largely insufficient, infrequent, and failed to address employee
anxieties or motivations.

Training was typically a one-time event with little follow-on support, mismatched to varied
skill levels.

Resistance often manifested through the persistence of "shadow systems," exacerbated
when new technology automated existing inefficient processes.
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Project management focused on technical go-live over user adoption, lacking metrics for
behavioral change and failing to generate short-term momentum.

Discussion

This study set out to investigate the human and organizational challenges inherent in SME
digital transformation. The findings reveal a landscape where technological
implementation is often undermined by pervasive, yet manageable, change management
failures. This section interprets the results, aligns them with existing literature, explores
implications, acknowledges limitations, and suggests avenues for future research.

Interpretation of Results

The six thematic challenges identified—Resource Limitations, Leadership Gaps,
Communication Deficiencies, Inadequate Training, Resistance, and Poor Measurement—
are not isolated but form a mutually reinforcing system. The core constraint of Resource
Limitations (Theme 1) acts as a root cause, exacerbating all other challenges. For instance,
a lack of dedicated time and budget directly leads to one-off training (Theme 4) and poor
communication planning (Theme 3). This scarcity mindset often forces leadership (Theme
2) into a firefighting role, neglecting the proactive, visible championing required for
change.

Importantly, the results highlight a critical disconnect at the heart of many initiatives: the
"Process vs. Technology" mismatch (Theme 5). SMEs frequently purchase digital
solutions to solve efficiency problems but impose them on unreformed, complex manual
processes. This turns a promised enabler into a source of frustration, validating employee
resistance rather than overcoming it. Similarly, the almost universal absence of adoption
metrics (Theme 6) reveals a fundamental misalignment of focus—prioritizing technical
deployment over behavioral change, the true indicator of transformation success.

omparison with Existing Literature

Resource and Leadership Challenges: The findings strongly support and extend the work
of Miiller et al. (2018) and Chan & Burgess (2020), who identified leadership and resource
poverty as critical SME barriers. This study deepens this by illustrating how these gaps
manifest: not merely as a lack of funds, but as an absence of protected time for change
activities and the leader's failure to model new behaviors, a point less emphasized in prior
SME-focused literature.

Communication and the "WIIFM" Gap: While foundational models like ADKAR stress
the importance of desire and awareness, this study empirically demonstrates the stark
absence of the "What's In It For Me?" (WIIFM) message in SME communications. The
pervasive fear and uncertainty reported align with change theory but highlight a
vulnerability in flat structures where rumors spread quickly without formal channels to
counter them.
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Beyond Generic Models: The results challenge the direct applicability of structured models
like Kotter's 8 Steps in the SME context. For example, "Creating a Guiding Coalition"
(Step 2) is often impractical in a 20-person firm. Instead, the need to identify and empower
peer "Super Users" emerges as a more pragmatic, resource-sensitive adaptation of this
principle, a nuance not thoroughly explored in standard change management texts (Hayes,
2022).

The SME Advantage (Flip Side of Challenge): The literature often frames SMEs as
deficient versions of large firms. This study's data, however, hints at latent strengths. The
very closeness that allows rumors to spread (Theme 3) can also enable more personalized,
empathetic communication and faster feedback loops—if consciously leveraged. This
aligns with emerging views on SME agility but reframes it as a deliberate change
management tactic.

Implications of Findings

a) For SME Practitioners (Owners/Managers):

Reframe the Investment: Budget and plan for the change journey, not just the software
license. Allocate dedicated time for training, communication, and support as a non-
negotiable project line item.

Lead Behaviors, Not Just Words: Leaders must be the first and most proficient users of
new systems. Their visible adoption is the single most powerful communication tool.

Simplify, Then Digitize: Conduct a pre-implementation process review. Eliminate waste
and complexity before configuring technology to automate the improved flow.

Measure Adoption, Not Just ROI: Track leading indicators like login frequency, completed
workflows in the new system, and user sentiment through simple polls. Celebrate
milestones based on these metrics.

b) For Consultants and Vendors Serving SMEs:

Bundle Change Support: Product offerings should include basic change management
frameworks, template communication plans, and training strategies tailored to resource-
constrained environments.

Facilitate Process Review: Position services to help clients streamline processes before
system configuration, increasing the ultimate value and adoption of the technology.

¢) For Policymakers and Support Organizations

Design Holistic Support: Grants and subsidies for digital adoption should mandate or
incentivize a portion of funding be allocated to training and change management, not just
hardware/software.
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Develop SME-Specific Toolkit: Create and disseminate practical, low-cost toolkits
focused on communication templates, peer-coaching guides, and methods for measuring
behavioral change.

Conclusion
Summary of Findings

This research set out to illuminate the critical, yet often neglected, human dimension of
digital transformation in small and medium-sized enterprises. Through an in-depth
qualitative study of 15 SMEs, it identified a consistent and interrelated set of six core
change management challenges that frequently derail technological initiatives:

Pervasive Resource Limitations, which strip away the capacity for structured change
management, making it an "extra" task rather than a core project component.

Gaps in Leadership and Vision, where leaders fail to operationalize strategy through
visible, daily championing of new systems and relatable communication.

Deficient Communication that neglects the "What's In It For Me?" (WIIFM) for
employees, thereby fueling fear, uncertainty, and cultural inertia.

Inadequate Training and Support, characterized by one-off sessions that assume digital
literacy and leave a void of ongoing, role-specific guidance.

Active Resistance and Process Misalignment, often manifesting as persistent "shadow
systems" and exacerbated by digitizing inefficient workflows without prior simplification.

Poor Measurement of Success, focusing on technical go-live and financial ROI over user
adoption and behavioral change metrics, leading to a loss of momentum.

These challenges form a vicious cycle, rooted in the scarcity of resources but sustained by
a fundamental misunderstanding of digital transformation as a technical installation rather
than an organizational change process.

Final Thoughts

The digital imperative for SMEs is undeniable, but the path to success is not merely a
matter of selecting the right software. This study underscores that the greatest risk lies in
underestimating the people-centric journey of adoption. The SME context, with its
constraints of time, money, and formal expertise, is unique. It cannot simply import the
change management playbooks of large corporations. However, within these constraints
also lie latent strengths: agility, close relationships, and less bureaucratic inertia. The key
to successful transformation is for SME leaders to consciously leverage these inherent
advantages to execute a more personal, pragmatic, and continuous form of change
leadership.
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Ultimately, a digital tool's value is zero if it is not used effectively. Therefore, the true
measure of a transformation's success shifts from "Is it live?" to "Are our people working
smarter and with more confidence because of it?" Achieving this requires an intentional
rebalancing of effort and investment from the purely technical to the profoundly human.

Recommendations

Based on the findings, the following actionable recommendations are offered to SME
stakeholders:

For SME Owners and Managers:

Champion Relentlessly: You are the chief change officer. Use the new systems visibly and
consistently. Your behavior is the most credible communication.

Communicate for Connection: Move beyond announcing features. Frame every
communication around employee benefits—how the change reduces frustration, saves
time, or creates opportunity for them.

Invest in the Journey: Allocate a formal budget (15-20% of project cost) and protected time
for training, coaching, and support. This is not an overhead; it is core to ROL

Simplify First, Implement Second: Before any software configuration, map and ruthlessly
streamline the target process. Digitize a clean process, not a convoluted one.

Build a Network of Champions: Identify and empower enthusiastic "Super Users" in each
team. Provide them with advanced training and recognition to serve as peer coaches and
feedback channels.

Measure the Right Things: Alongside technical milestones, track user adoption metrics
(login rates, feature completion) and sentiment. Celebrate quick wins based on these to
build momentum.
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