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Abstract: The purpose of this paper is to review current state-of-the-art (1998-2019) on the impact of the 
application of Enterprise Resource Planning (ERP) in the SME sector. This includes essential factors for 
success and critical factors for failure. The methodology is based on writing surveys for the voluntary 
collection of information. This defines the terminology used to analyze information from the database 
to specialized ERP implementation projects in small and medium-sized organizations. It also includes 
requirements to enhance the quality of the papers for review and prohibition. A methodical analysis for 
the impact of ERP use in SMEs will be carried out at this stage in the available articles. 
The success and failure of the introduction of ERP and its effect on SMEs are established by critical 
factors (in addition to effects, the real success factors and failure factor). There are limits on the time 
over which research papers have been checked on the study contained in this article. An implied 
drawback is that an observational analysis is not known except in the context of state of the art seen in 
the field of research. Nonetheless, his results would have possible advantages and the path for more 
research study improves. The paper relates positively or negatively to the study into the effect of ERP 
adoption on SMEs. The data collection approach identifies essential performance drivers, vital 
deficiency indicators and impacts. The insights will help small-scale companies and stakeholders of 
SMEs and providers of ERPs to find out why they have failed or succeeded and to take measures. 
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1. Introduction: Small and medium-sized businesses have failed to bring new technology developments 
up to date. It is known that they need or need a more robust software or framework such as ERP for 
various functions related to the different departments. More details are given in the following sections. 
 
1.1. Role of SMEs: In the development of countries in the world, SMEs played a vital role. We make a 
significant contribution to the national economy and jobs (Alshawi, Themistocleous and Almadani, 
2004; Seethamraju, 2015). In India, SMEs have very strategic importance and are no exceptions 
(Bhawarkar and Dhamande, 2012). The benefits provide significant leverage in industry and regional 
GDP. We will contribute by the balance of payment accounts to the promotion of exports. SMEs are 
aiding in equal distribution of wealth and employment, unlike large-scale companies that contribute to 
income and wealth inequality. In comparison, a growing number of companies are giving smaller 
markets more significant opportunities. It can also contribute to the productive utilization of scarce 
capital. In addition, the risk factor is small between SMEs, and relatively large amounts of the workforce 
can employ resources (Hashi, 2019). SMEs can literally be of two kinds. Urban cottage industries such as 

tories are the first category, whereas new small and medium-sized 
companies are the second. The first is predominantly unstructured and is located in semi-urban and 
rural areas. Such may not need machinery powered by electricity and require investment in 
construction. Nevertheless, it is essential for a large number of people in a nation to provide 
employment, at least part-time. These small and medium-sized companies are able to produce vital 
goods that can be used by consumers and even exported. Last but not least, jobs and expenses are 
relatively large. There are few industries with particular obligations (Hashi, 2019). 
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1.2. SMEs and Technology Adoption: Through technology adoption, modern SMEs take advantage of 
technological innovations. (Bhawarkar and Dhamande, 2012). With respect to the use of new 
technologies, the industrial use of SMEs has been growing late (Ruivo, 2013). There has been increased 
use of technology and modern equipment to improve productivity, especially in manufacturing, 
including pharmacy. (Woo, 2007). 
 
1.3. Enterprise Resource Planning in SMEs:  Enterprise Resource Planning (ERP) is a program that 
facilitates the management of all activity in an organization (Al-Mashari, 2002). ERP is the backbone of 
many companies worldwide (Alshawi, Themistocleous and Almadani, 2004). Early work on introducing 
ERPs in small and medium-sized businesses was carried out. They are very complicated and difficult to 
introduce in industries (Aloini, Dulmin and Mininno, 2007). It is easier to have an ERP system that 
incorporates all of the functionalities instead of using separate applications for each branch. (Alshawi, 
Themistocleous and Almadani, 2004). There are many ERP products of different vendors and Their 
usage across the world reflects frequency and percentage, as shown in Figure 1 (source: Ehie and 
Madsen, 2005). SAP is found to be very famous with a more significant number of implementations and 
also the frequency of usage. As there is growth in business, there is a need for ERP technology that will 
drive home productivity and efficiency in operations. 
 
There have been customizations in ERP implementations to meet the size and scales of operations in 
different organizations (Baker and Yousof, 2017). This is an important reason which makes ERP 
implementation in SMEs is possible. Moreover, ERP implementations optimize the overall performance 
of organizations (Ash and Burn, 2003). ERP systems help in business continuity with data and 
application availability, scalability and reliability. This will enable enterprises to be genuinely 
competitive in business (Nijaz and Moon, 2009).  
 
2. Literature Review 
2.1 Small and Medium Enterprises and Technology Perspective 
2.1.1 Small and Medium Enterprises:  Kamakura et al. (2012) Studied SMEs in an 
internationalization sense and stressed the need to work internationally with the use of technology and 
to spread more rapidly to new markets. We thought that a company at international level could be run 
by introducing technologies. For significant business growth, creativity in SMEs is necessary. Yet we find 
other barriers to growth in small and medium-sized companies. It covers programs of public aid and 
taxes, laws and rules, access to capital and fair competition (Shu et al., 2012). Open innovations in SMEs 
and large enterprises (Spithoven et al., 2012) and innovations in SMEs with market orientation and 
entrepreneurial orientation are found (Zortea-Johnston et al., 2012). 
 
2.1.2. Opportunities and Growth: The market of micro-to small businesses (MSEs) appears to be a 
competitive business in the Indian economy. In this market, development has been consistently higher 
than in the rest of the industry. More than 6500 products are manufactured within Indian, varying from 
conventional and high-tech goods. After agriculture, the MSE segment gives both the country's self-
employment and job full prospects. The Indian small business sector has excellent potential for further 
growth and expansion in the future. Nonetheless, any other sector of the economy does not suit the jobs 
prospects of the industry. 
 
2.1.3 Effects of Globalization in SMEs in India: As the Indian economy is liberalized and globalized, 
small firms in India are facing serious obstacles, on the one side, and unprecedented opportunities. The 
difficulties that emerged in this phase have mostly been their scope of activity, technological 
obsolescence, impossibility to access to institutional credit and intense marketing pressure, even though 
exposure to a worldwide market in the form of new target markets, possibility of leveraging the 
technological advantages, etc. In order to address the liberalization and economic problems, the 
government of India is well aware of the challenges of globalisation and has taken appropriate steps to 
prepare Micro & Small Enterprises (MSEs). Given the situation as a whole, the State has introduced a 
number of steps that can help small businesses become competitive globally.  
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These include infrastructure improvement projects, the formation of clusters for these industries and 
the availability of collateral-free bank loans of up to the US $1.25,000. In the background of a variety of 
WTO, anti-dumping, IPRs etc. seminars, the Indian Ministry of Micro, Small and Medium Enterprises 
throughout India is also conducting workshops on the likely impact of liberalization and globalization 
on MSE enterprises and other stakeholders. In reaction to the longstanding demand from the MSE 
sector, a legal framework to cope with the business issues of globally-known as "small and medium-
sized enterprises" was enacted as the "Micro-small and Medium Enterprise Business" (MSMED) Act 
2006. The Act, Inter-Alia, provides the first-ever legislative framework which encourages the promotion 
and growth of micro, small and medium-sized companies (MSMEs). It describes for the first time ' 
medium-size companies' and aims to merge the three categories of micro, small and medium-sized 
firms.   Some of the other provisions of this Act are the creation of unique funds to support, encourage 
and improve the profitability of such firms, a notice of proposals and programs, inclusive credit policies 
and practices, more efficient frameworks to reduce delayed payment of MSE's etc. The Ministry of 
MSME also took the position to abolish the 24% cap on equity owned by domestic or foreign industrial 
undertakings in the former Small-scale Enterprises (acting SMEs) in view of the liberalized terms of the 
MSMED Act of 2006. This, together with a planned Limited Liability Agreement (which the Ministry of 
Corporate Affairs proposed in Parliament), is likely to pave the way for expanded corporatization by 
small & medium-sized companies, thus increasing exposure to shareholdings and other financial 
resources from these goods ' markets in line with global standards. 
 
2.1.4 Technology Perspective of Enterprises: Adoption of Software as a Service (SaaS) by SMEs has 
an association with critical factors that led to ERP implementation in SMEs (Seethamraju, 2015; Chang et 
al., 2012). Project planning practices with respect to ERP implementation in SMEs is studied by Tasevska 
et al., (2013). The issues pertaining to large scale implementation of ERP in SMEs are explored by 
Upadhyay et al. (2010). The level of acceptance of ERP in SMEs is focused by Adam et al. (2011). Critical 
failure factors of ERP implementation in SMEs is the focus of Ganesh & Mehta (2010), while the 
successful implementation of ERP in SMEs is the study found by Safavi et al. (2014). Literature 
acknowledges that ERP implementation in small and medium-sized businesses is still an ongoing 
process and that there is a lot of research needed for evaluating evidence and proposing the faster 
adoption of ERP in small and medium-sized enterprises. 
 
3. Success Factors of ERP Implementation: This section provides different factors leading to effective 
ERP implementation in small and medium-sized enterprises. It is evident from the research that certain 
variables help the successful implementation of ERP. 
 
3.1 Organisational Factors: In the presence of people who have diversified organizational culture, the 
execution of ERP requires an active organisation's engagement and a robust change management plan. If 
individual engagement occurs, the implementation mechanism is positively influenced. Excellent 
corporate and employee implementation by structural and cultural changes (Rosario, 2000). In 
situations of loss, the administration often eliminates the expense of future training when the 
expenditure is overridden. End-users must, therefore, be involved in the planning and execution of the 
ERP system. Effective changes management systems allow for a smooth transition (Holland and Light, 
1999). 
 
3.2 Top Management Support: Top management provides accountability, which is essential to the 
successful implementation of ERP. The allocation of resources and accountability for the ERP 
application needs top-level management direction. Senior management should recognise issues as 
needed and proactively take the necessary steps (Sheuet et al., 2004). 
 
3.3 BPR with Minimum Customization: Some computer implementations require ERP services. 
Thus, businesses need to sync their business processes with industry best practices contributing to 
minimal flexibility to use product modules. The rationale for large-scale ERP system customisation 
would disable it (Rosario, 2000). The strategy and mission of the organization can take full account of 
the use of ERP tools. Quantifiable goals must be identified, and risk management strategies must be 
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enforced for preparation. Benchmarking activities should be used to benefit from the introduction of 
ERP (Al-Mudimighet al., 2001). The method of project management is significant, as are the recognition 
of achievements and critical success routes. (Somers and Nelson, 2001). 
 
3.4 Communication: Communication needs to be adequate to disclose progress from time to time 
to all stakeholders. Timeline and implementation strategy need to be explicit. Many researchers opined 
that ERP implementation is made either centralized or decentralized. This decision is also crucial. Based 
on this decision cost will be influenced. There are unforeseen costs associated with ERP 
implementations. Therefore, the budget needs to be flexible and should not have assumptions and 
speculations (Al-Mudimighet al., 2001). 
 
3.5 ERP Selection: There are many ERP packages from different vendors. Selection of ERP package 
is crucial. The ERP software that aligns well to the processes of the organization needs to be selected. 
Selecting consultants and maintaining a relationship with them is to be given importance. An external 
and expert consultant is a necessity for successful ERP implementations. The consultant needs to 
provide sufficient Knowledge Transfer (KT) to the organization to increase reliance and enhance the 
probability of success (Motwani et al., 2002). Apart from the above, according to Skibniewski et al. 
(2008), ERP success factors include planning, training, top management support, software selection 
process, participation, consulting capabilities and consulting support. ERP implementation success also 
depends on cost, time, performance and benefits (Hong and Kim, 2002). ERP implementation challenges 
include inadequate change management, lack of commitment from top management, more 
customizations, misalignment, lack of sufficient training and lack of understanding of business needs 
(Momoh, Roy and Shehab, 2000). There are 11 factors for successful implementation of ERP. They 
include teamwork, support from top management, business plan and vision of the organisation, effective 
communication, project management, project champion, usage of legacy systems, change management, 
BPR, development and troubleshooting, monitoring and evaluation (Kuang, 2001). According to Woo 
(2007), success factors include top management, project management, process change, education and 
training and communication. The factors affecting success in ERP implementation in SME include the 
characteristic of SME, management and its knowledge, products and services, vision and cooperation, 
resources and finance (Philip, 2010). According to Leyh (2014), critical success factors include ERP 
system configuration, ERP system tests, organizational fitness for ERP, project management, support 
from top management and user training. 
 
4. Failure Factors of ERP Implementation: ERP implementation in SMEs is a challenging task which 
involves people to deal with pre and post-implementation. The SME which needs ERP implementation 
has to take care of active change management steps at every phase of it. Excellent communication, 
management and training are essential. Many factors may influence the failure of ERP implementation. 
The factors may be many associated with internal staff adequacy, training and change management. 
There are specific factors that are identified for the failure of ERP implementations. They include 
employee resistance, lack of commitment from top-level management, inadequate training. Employee 
Resistance is an essential factor as any project fails if personnel are not educated about their perceived 
benefits. Proper communication, training and involvement of employees are essential.  
 
The management also needs to provide job security to employees as the employees will have 
misconceptions and try to resist or sabotage the efforts of ERP implementation. Lack of commitment 
from top-level management is another factor for failure. The rationale behind this is that without full 
support from management, the ERP implementation results in many issues. Clearing employee doubts, 
assuring job security and explaining the benefits of an ERP system can be done by management 
effectively. Inadequate training and education also cause the failure of ERP implementation. As the 
workforce constitutes diversified culture, proper training and education can help them understand the 
need for implementation and usage of it after implementation. Different people need a different level of 
training and managers to need to have such programs to ensure knowledge transfer as one size does not 
fit for all. 
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However, everyone needs to have ERP basics, need for automation and the processes involved in it 
besides involving in change management. When employees are not fully aware of the new system, they 
hesitate to use it, or they cannot use it optimally. This can lead to failure of the ERP system as the users 
are not trained well. Another factor is inadequate requirements definition. When requirements are very 
clearly stated, the implementation team will do it accordingly. Since the ERP system is very complex, 
inadequate resources is another factor for failure. The implementation is time taking, lengthy and incurs 
much cost to the organization. Often the expected budgets may not be sufficient and there might be 
hidden and unexpected costs. This has to be kept in mind when the budget is allocated, and resources 
are to be planned. Costs, budgets, manpower needs, and infrastructure are to be estimated correctly 
besides having contingency plans to ensure the success of ERP implementation. Software packages and 
business processes incompatibility is another cause of failure. There is a poor fit between what the 
organization needs and what is being implemented. When the processes in the organization are robust, 
and there is no optimal package in ERP, then it is indispensable to have customization. However, 
customization is often an error-prone and costly affair. Therefore, it is essential to choose an appropriate 
ERP package from the right vendor. Unrealistic expectations with respect to ROI is yet another factor for 
failure of ERP.  
 
Though ERP system improves productivity dramatically, it is required to have realistic expectations on 
ROI. Miracles cannot be expected from ERP unless the company has its projected growth and customer 
prospects. Selection of ERP package is another factor for failure. When the best suitable package is not 
selected, it will cause many implementations and customization problems and eventually lead to failure. 
Therefore, it is essential to ensure that there is the best fit between organization processes and the ERP 
package. Such ERP software needs to fulfil the basic needs of an organization. As mentioned above, 
extensive customization leads to failure of the system. When there is over-customization, it adds more 
cost and time and will continue causing issues in future versions. Such a system finally makes it 
increasingly costly and challenging. Change management is one of the most influencing factors. If there 
is no adequate procedure in place for change management, it leads to failure of ERP implementation. 
When change management is not done with standard procedures, it will cause employees to suspect and 
behave against the implementation     of     ERP. With     respect     to heavy customization, also 
change management becomes very involved in future. That will be a problem to the organization as it 
results in difficulties to deal with newer versions of ERP software in future. ERP implementation needs 
to support evolving business needs. The rationale behind this is that there might be changes to be 
incorporated in future and Business processes may be subjected to change. 
 
5. Technical Challenges In Erp Implementation: There are many possible technical challenges 
identified in the literature. The challenges include difficulty in customization, functional complexity in 
ERP software, application management complexity involved, issues with lack of support from vendors, 
multi-vendor complexity related to software, hardware and consultants, integrating with legacy systems, 
security concerns, insufficient IT infrastructure and problems associated with interconnecting 
functional systems (Kamhawi, 2008). 
 
6. Conclusions and Future Scope: ERP implementation in SMEs is found appropriate when the SMEs 
have compatible IT infrastructure and information systems to exploit. Besides, it is essential to follow 
industry best practices. ERP solutions are found to be more useful when the full range of its services are 
used across the organization. There has been an increase in the usage of ERP in SMEs. However, it is 
understood from the literature that most of the ERP implementations are not successful. This paper has 
investigated through secondary research and provided insights on success factors, failure factors and 
impact of ERP implementations. Success factors of ERP implementations include 
organizational commitment, full support from top-level management, BPR with minimum 
customization, communication procedures, of ERP package selection and adequate training and change 
effective management. ERP failure factors include employee resistance, lack of inadequate commitment 
from top-level management, inadequate training and education, inadequate requirements definition, 
inadequate resources, incompatibility between organization business processes and ERP software, 
unrealistic expectations on ROI. It is found that many ERP modules are not flexible in changing and 
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evolving business processes. An ERP system that works well today may need a significant overhaul in 
future. 
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