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Uncovering and Addressing the Challenges 
in the Adoption of E-Procurement System:
Adoption Process Stages in SMEs
Muhammad Naeem, University of Gloucestershire, UK

ABSTRACT

Smallbusinesseshavemanychallenges thatmustbe resolvedbefore adoptionof e-procurement
systems. Thepresent study aims to understand thevarious financial, technological, educational,
organizational,banking,andcustomerschallengesintheadoptionofe-procurementsysteminSME.
Basedonthesechallenges,thisstudyhasrecommendedhowSMEcanadopte-procurementsystems.
Thestudyfollowedan interpretivistapproachbasedonqualitativedesignusing30non-directive
andsemi-structuredinterviewsfromthevariousstakeholdersofSME.Resultsrevealthefinancial,
technological, educational, organizational, banking, and suppliers’ challenges in the adoption of
e-procurementsystem.Findingsemergedwithvariousthemessuchaslimitedfinancialbudgetand
support,highcybercrimerateandlowerlevelofprivacy,lackofe-commerceeducationalprograms,
and lower level of learning opportunities. Top management must address employee, financial,
organizational,andeducationalchallengesbeforeadoptionofe-procurementsysteminSME.
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INTRodUCTIoN

Nowadays,researchers,marketingmanagers,andbusinessleadersaresearchingforinnovativeways
toexploite-businesstechnologiesforbusinesspurposes(Aguiar-Costa&Grilo,2015;Azadegan
&Teich, 2010).These latest e-business technologieshave changed thepace, speed, andwayof
communicationinworkplace.Forexample,e-procurementcanconducttransactionswithinshorttime,
managesbusinessrelationshipsamongorganizations,suppliers,retailers,andwholesalers’efficiently
andeffectively(MohdNasrunMohdNawi,Roslan,&Harun,2016;Bayazit,2014;Kurnia,Choudrie,
&Alzougool,2015.E-procurementstrivestoleadbettercoordinationandapplicationofprocurement
resources to attainunifiedprocurement operations culminated in enhancement of organizational
performance (Howard, Vidgen, & Powell, 2010; Vaidyanathan & Devaraj, 2008; Vaidyanathan,
Devaraj,&D’Arcy,2012).E-procurementrepresentsthecommunicationandinformationtechnology
whichisbeingdesignedforfacilitatingtheacquisitionofproductsorrawmaterialsbyacommercial
enterpriseaswellasgovernmentalonethroughinternet(Albano,AntelliniRusso,&Zampino,2015;
Rahayu&Day,2015).Traditionalprocurementprocesshasmaydrawbackssuchastimeconsuming,
sloworderprocessing,conventionalprocessthatcontainsmanysmallandrepetitivetasks,rigorous
andunimportantpaperworkforwritingcontracts,approvals,negotiationsandbids(Gunasekaran,
McGaughey,&Rai,2009;Eskandarian,Marthandan,&Tehrani,2016.Ontheotherhand,therule
ofsuccessisifyousave5percentofpurchasingcostthenitcanincreaseyourprofitby50percent
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and reduceyouroverheadcostsby20percent.Aprevious studyhashighlighted that traditional
procurementisprovedexpensesbecauseitistakinggreateremployee’sefforts,admincost,plenty
ofledgers,andtime(Chan&Lee,2003).

Thebasicobjectivetoadopte-procurementtechnologyistoreducetransactioncost,increasethe
effectivenessinorderplacement,developgoodconnectionswithsuppliers,reducethelevelofpaper
workandtimetoorderinventory,reducingthepurchasingcycleandover-headcostthatislinked
withbuyingprocess(Aguiar-Costa&Grilo,2015;Azadegan&Teich,2010;Rahayu&Day,2015).
Thestudyaimstousetheconceptofe-procurementinthecapacityofanapproachthatguidesto
usetheavailablestockofresourcestoexpediteefficiencyandmaintaineffectivenessinthedomain
ofprocurementandthereforehelps to takeoveracompetitiveadvantagereflectedbybetter lead
times,adoptingcosteffectivenessandcustomersatisfaction.Forthisstudy,efficiencymeanshow
theprocurementproceduresandprocessesarehandleswhileeffectivenesscandefineasutilization
of resources togetmaximumoutput.Efficient procurement can reduce the level of operational,
procurement,andadmincostswhileeffectivenessismorefocusedtogaincompetitiveadvantages.
E-procurementistransformingtheentireprocessofpurchasingandprovidesalltheprominentelements
ofpurchasingprocessovertheinternetincludingtheselectionofsuppliers,designingtheproducts,
negotiatinginstruments,collaboration,managementofsupplychain,evaluatingthesuppliersonline,
schedulingtheproductandsupplyofmaterials(Aman&Kasimin,2011;Madhusudan&Rao,2016;
Neupane,Soar,&Yong,2014).Theideabehinde-procurementdoesnotmeancutdowntheprices
ornegotiatingwithsuppliersonreducedprofitsmarginrathermanagingsupplychaineffectively
(Gardenal,2013).However,e-procurementsystemhasalsoconsiderabledrawbackssuchasthese
areclosedsystemsanddidnotfacilitatethecomparisonaswellascustomizedsearchesrelatedto
suppliersandvendors(Albrecht,Dean,&Hansen,2005).

Previousliteratureindicatedthatthereislowlevelofawarenessaboute-procurementandits
perceivedbenefitswhichmaynegativelyinfluencedtheefficiency,effectiveness,productivity,and
profitabilityofsmallandmedium-sizedenterprises(SMEs).AccordingtoHarvie&Lee,(2002),SME
meansasmallfirmwhichhasmorethanfiveandlessthan150employeesaswellastotalassetsorsale
ofUSD3millionaspertheworldbankstandard.RecentstudieshaveindicatedthatAsiandeveloping
countrieshaveverylowerlevelofe-businessadoptionrateascomparetowesterncountries(Sarwar,
2017;Abed,Dwivedi,&Williams, (2015).Environment,managerial,organizational, individual,
andculturalconstraintsaresomeofthemajorreasonstolowerlevelofadoptionofe-procurement
technologyinAsiandevelopingcountries(Molla&Licker,2005;Sarwar,2017;Rahayu&Day,2015).
Otherstudieshaveindicatedthemajorchallengesintheadoptionofe-procurementtechnologyare
insufficientinternetandtelecommunicationinfrastructure,lowerlevelofe-businessregulationsand
policies,lowerlevelofadoptionandknowledgeaboutthebenefitsofe-procurement,highlevelof
securityissuesandconcerns,andalackoftrustine-businesspracticesinAsiadevelopingcountries
(Sarwar,2017;Rahayu&Day,2015;Molla&Licker,2005;Irma,Chong&Ram,2016;Kurnia,et
al.,2015;Vaidyanathan&Devaraj,2008;Vaidyanathan,etal.,2012).Thereisverylittleinformation
available regardinghowlatest technology likee-procurementcanexecuteespecially inSMEsof
Pakistan. This study aims to explore the financial, organizational, infrastructural, government,
educational, and technological challenges in the adoption and implementation of e-procurement
systeminSME.Afteridentifyingthesechallenges,presentstudyaimstoofferaconceptualmodelthat
highlightshowvariousstakeholdersofSMEcancontributetowardstheadoptionofe-procurement
system.

Literature Review
TheSMEsarerequired toadopt flexiblestrategiesatoperational level tocopewith thechanges
occurringaroundtheworld(Faisal&Talib,2017).Theefficiencyandeffectivenessofsupplychain
managementislinkedwiththeSMEsprofitabilityandgrowth.Accordingtoresearcher,SMEsentering
the internationalcompetitivemarketshave tokeepwatching themarketdemandandscenarioof
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