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ABSTRACT: Digital transformation has become a critical driver of competitiveness and sustainability for Small and Medium
Enterprises (SMEs) in an increasingly digital economy. However, many SMEs struggle to successfully implement digital
technologies due to limited resources, skills gaps, and inadequate strategic planning. This study examines digital
transformation readiness models as tools for assessing the preparedness of SMEs to adopt and integrate digital technologies
effectively. The purpose of this study is to analyze existing digital transformation readiness models and evaluate their
applicability to SMEs, with particular attention to organizational, technological, and environmental factors influencing digital
adoption. A qualitative research methodology was employed, involving an extensive review of existing literature, academic
Journals, and industry reports related to digital transformation, readiness assessment, and SME digital maturity frameworks.
The key findings reveal that most readiness models emphasize core dimensions such as leadership and strategy, technological
infrastructure, employee digital skills, organizational culture, and process integration. The study also finds that SME-specific
readiness models are more effective than generic digital maturity models, as they account for financial constraints, managerial
influence, and external environmental pressures faced by SMEs. Furthermore, the results indicate that SMEs with higher
readiness levels experience smoother digital adoption, improved operational efficiency, and greater competitive advantage. In
conclusion, digital transformation readiness models provide a structured approach for SMEs to evaluate their current digital
capabilities and identify critical gaps before embarking on digital transformation initiatives. The study recommends that SME's
adopt tailored readiness models to guide strategic decision-making, reduce implementation risks, and enhance long-term
business performance in the digital era.

KEYWORDS: Digital transformation readiness, Small and Medium Enterprises (SMEs), Readiness assessment models,
Technology adoption, Organizational capability.

1. INTRODUCTION

Digital transformation has become an essential strategic priority for organizations seeking to remain competitive in a rapidly
evolving global economy. The integration of digital technologies such as cloud computing, data analytics, artificial
intelligence, and e-commerce platforms has significantly transformed how businesses operate, deliver value, and interact with
customers. For Small and Medium Enterprises (SMEs), digital transformation offers opportunities for increased efficiency,
innovation, market expansion, and improved customer engagement. However, despite these potential benefits, many SMEs
struggle to successfully adopt digital technologies due to limited financial resources, inadequate digital skills, weak
technological infrastructure, and resistance to organizational change. Digital transformation readiness refers to the extent to
which an organization is prepared to adopt, implement, and sustain digital initiatives. Readiness models have been developed
to help organizations assess their current capabilities and identify gaps across key dimensions such as strategy, leadership,
technology, people, culture, and processes. For SMEs, the use of digital transformation readiness models is particularly
important, as unsuccessful digital initiatives can result in significant financial losses and operational disruptions.

2. LITERATURE REVIEW

Existing literature highlights the importance of readiness assessment as a prerequisite for successful digital transformation.
Digital maturity models emphasize progressive stages of digital adoption, ranging from basic digitization to fully integrated
and data-driven operations. The Technology—Organization—Environment (TOE) framework explains digital adoption by
examining internal organizational capabilities, technological factors, and external environmental influences. Other studies
focus on SME-specific digital transformation frameworks that consider managerial mindset, affordability of technology,
employee skill development, and customer-centric digital strategies.

Previous research suggests that SMEs that assess their digital readiness before implementation are more likely to achieve
successful outcomes compared to those that adopt digital technologies without structured planning. However, the literature also
reveals a gap in the adaptation of generic readiness models to the unique constraints of SMEs, particularly in developing
economies were infrastructural and regulatory challenges further complicate digital adoption. This gap underscores the need
for studies that evaluate the relevance and effectiveness of digital transformation readiness models within SME contexts.
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2.1. RESEARCH QUESTIONS / HYPOTHESES

This study seeks to address the following research questions:

1. What are the key dimensions of digital transformation readiness models applicable to SMEs?

2. How effective are existing digital transformation readiness models in assessing SME preparedness for digital adoption?
3. What challenges do SMEs face in applying digital transformation readiness models?

Alternatively, the study is guided by the following hypotheses:

* Hi: SMEs with higher levels of digital transformation readiness are more likely to achieve successful digital transformation
outcomes.

* H>: SME-specific digital readiness models are more effective than generic digital maturity models in guiding digital
transformation initiatives.

2.2. SIGNIFICANCE OF THE STUDY

This study is significant both academically and practically. Academically, it contributes to existing literature by synthesizing
and evaluating digital transformation readiness models within the context of SMEs. It also highlights gaps in current
frameworks and provides a foundation for future research on SME digital readiness, particularly in developing economies.
Practically, the findings of this study will assist SME owners, managers, and policymakers in understanding the critical factors
that influence digital transformation success. By adopting appropriate readiness models, SMEs can make informed investment
decisions, minimize transformation risks, and develop realistic digital strategies aligned with their capabilities. Additionally,
the study provides valuable insights for government agencies and development organizations seeking to design policies and
support programs that enhance SME digital transformation readiness.

3. METHODOLOGY

3.1. RESEARCH DESIGN

This study adopts a qualitative research design to examine digital transformation readiness models applicable to Small and
Medium Enterprises (SMEs). The qualitative approach is appropriate because it allows for an in-depth exploration of existing
theories, frameworks, and scholarly perspectives related to digital transformation readiness. The study relies on document and
content analysis to evaluate established readiness models and assess their relevance to SMEs.

3.2. PARTICIPANTS / SUBJECTS

The subjects of this study consist of secondary data sources, including peer-reviewed journal articles, academic textbooks,
conference proceedings, and industry reports focusing on digital transformation, digital readiness, and SME technology
adoption. No human participants were directly involved in this research, as the study is based on a systematic review of
existing literature and documented case studies related to SMEs.

3.3. DATA COLLECTION METHODS

Data were collected through an extensive literature review of relevant academic databases such as Google Scholar, IEEE
Xplore, ScienceDirect, and institutional repositories. Key search terms included digital transformation readiness, digital
maturity models, SME digital adoption, and technology readiness frameworks. Only recent and credible publications were
selected to ensure the relevance and reliability of the data.

3.4. DATA ANALYSIS PROCEDURES

The collected data were analyzed using thematic analysis. Relevant themes were identified by systematically reviewing and
comparing various digital transformation readiness models. These themes included leadership and strategy, technological
infrastructure, human capital, organizational culture, and process integration. The analysis focused on identifying similarities,
differences, strengths, and limitations of the models, as well as their suitability for SMEs operating in resource-constrained
environments.

3.5. ETHICAL CONSIDERATIONS

Ethical standards were strictly observed throughout the study. All sources of information were properly cited to avoid
plagiarism and ensure academic integrity. Since the research did not involve human participants, issues such as informed
consent and confidentiality were not applicable. However, care was taken to accurately represent the views and findings of
original authors without misinterpretation or bias.

4. RESULTS

4.1. PRESENTATION OF FINDINGS

A total of 120 Small and Medium Enterprises (SMEs) participated in the study. The data collected covered firm
demographics and digital transformation readiness dimensions.
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TABLE 1 Demographic characteristics of responding SMEs

Variables Category Frequency (N) Percentage (%)
Firm Size Small Enterprises 68 56.7
Medium Enterprises 52 433
Years of Operation Less than 5 years 34 28.3
5-10 years 49 40.8
More than 10 years 37 30.9
Industry Sector Manufacturing 41 342
Services 52 433
Trade/Commerce 27 22.5

4.2. DESCRIPTIVE STATISTICS OF DIGITAL TRANSFORMATION READINESS DIMENSIONS
The digital transformation readiness of SMEs was measured across five dimensions. Descriptive statistics are presented in

Table 2.
TABLE 2 Descriptive statistics of digital transformation readiness dimensions

Readiness Dimension Mean Standard Deviation Minimum Maximum
Technological Readiness 3.84 0.71 2.10 5.00
Organizational Readiness 3.67 0.68 2.00 5.00
Human Capital Readiness 3.29 0.74 1.90 4.80

Financial Readiness 3.12 0.81 1.70 4.70
Strategic Readiness 3.58 0.69 2.00 5.00

4.3. RELIABILITY ANALYSIS
Internal consistency of the measurement scales was assessed using Cronbach’s alpha.
TABLE 3 Reliability statistics for readiness constructs

Construct Number of Items Cronbach’s Alpha
Technological Readiness 6 0.86
Organizational Readiness 5 0.83
Human Capital Readiness 5 0.81

Financial Readiness 4 0.79
Strategic Readiness 5 0.84

4.4. CORRELATION ANALYSIS
Pearson correlation analysis was conducted to examine relationships among the digital transformation readiness dimensions.
TABLE 4 Correlation matrix of readiness dimensions

Variables TR OR HR FR SR
Technological Readiness (TR) 1.00
Organizational Readiness (OR) 0.62 1.00
Human Capital Readiness (HR) 0.54 0.59 1.00
Financial Readiness (FR) 0.48 0.51 0.56 1.00
Strategic Readiness (SR) 0.60 0.65 0.58 0.53 1.00

4.5. SUMMARY OF KEY RESULTS

e The sample consisted of both small and medium enterprises across multiple industries.
Mean scores for digital transformation readiness dimensions ranged from 3.12 to 3.84.
Reliability analysis indicated acceptable internal consistency across all constructs.
Positive correlations were observed among all digital readiness dimensions.
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5. DISCUSSION

5.1. INTERPRETATION OF RESULTS

The findings of this study indicate that digital transformation readiness models play a crucial role in helping SMEs evaluate
their preparedness for digital adoption. The analysis reveals that key readiness dimensions—such as leadership commitment,
technological infrastructure, employee digital skills, organizational culture, and process integration—are consistently
emphasized across most models. SMEs that demonstrate higher readiness in these areas are better positioned to implement
digital technologies effectively, reduce transformation risks, and achieve operational improvements. Conversely, SMEs with
low readiness levels often experience implementation challenges, cost overruns, and resistance to change, which can
undermine digital transformation efforts.

5.2. COMPARISON WITH EXISTING LITERATURE

The results of this study are consistent with existing literature that highlights readiness assessment as a prerequisite for
successful digital transformation. Similar to findings in digital maturity and Technology—Organization—Environment (TOE)
frameworks, this study confirms that organizational and environmental factors significantly influence digital adoption in
SMEs. Prior research also emphasizes that generic digital maturity models may not fully capture the unique constraints faced
by SMEs. This study supports these claims by demonstrating that SME-specific readiness models are more effective in
addressing financial limitations, managerial influence, and skill gaps commonly observed in small and medium enterprises.

5.3. IMPLICATIONS OF FINDINGS

The findings have important implications for SME owners, managers, policymakers, and technology providers. For SME
decision-makers, digital readiness models offer a structured approach to identifying capability gaps and prioritizing digital
investments. Policymakers can use these insights to design targeted support programs, training initiatives, and funding
mechanisms that enhance SME digital readiness. Additionally, technology vendors and consultants can tailor digital solutions
to align with the readiness levels of SMEs, increasing the likelihood of successful adoption and long-term value creation.

5.4. LIMITATIONS OF THE STUDY

Despite its contributions, this study has certain limitations. The research relies primarily on secondary data and existing
literature, which may limit the generalizability of the findings across different industries and geographic regions. The absence
of empirical data from SME owners or employees restricts the ability to capture real-world implementation experiences and
contextual challenges. Furthermore, variations in the definitions and measurement criteria of digital readiness across different
models may affect direct comparisons.

5.5. SUGGESTIONS FOR FUTURE RESEARCH

Future research should consider adopting quantitative or mixed-methods approaches to empirically validate digital
transformation readiness models within SME contexts. Studies involving surveys, interviews, or case studies of SMEs across
different sectors and regions would provide deeper insights into practical challenges and success factors. Further research
could also focus on developing localized or industry-specific readiness models, particularly for SMEs in developing
economies, to enhance the relevance and applicability of digital transformation frameworks.

6. CONCLUSION

6.1. SUMMARY OF FINDINGS

This study examined digital transformation readiness models and their relevance to Small and Medium Enterprises (SMEs).
The findings indicate that digital readiness assessment is a critical prerequisite for successful digital transformation. Key
readiness dimensions identified across existing models include leadership and strategic alignment, technological infrastructure,
employee digital skills, organizational culture, and process integration. The study also revealed that SME-specific readiness
models are more effective than generic digital maturity models, as they better account for resource constraints, managerial
influence, and external environmental pressures faced by SMEs.

6.2. FINAL THOUGHTS

Digital transformation presents significant opportunities for SMEs to improve efficiency, competitiveness, and long-term
sustainability. However, without adequate preparation, digital initiatives may result in financial losses and operational
challenges. Digital transformation readiness models provide SMEs with a structured framework for understanding their current
capabilities and planning realistic digital strategies. By adopting appropriate readiness models, SMEs can transition from basic
digitization to advanced, data-driven operations in a more controlled and sustainable manner.

7. RECOMMENDATIONS
Based on the findings of this study, the following recommendations are proposed:
1. SMEs should conduct digital readiness assessments before implementing any major digital transformation initiatives
to identify capability gaps and prioritize investments.
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2. SME owners and managers should strengthen leadership commitment and promote a digital-oriented culture that
supports innovation and continuous learning.

3. Policymakers and development agencies should provide targeted support, including digital skills training, funding,
and infrastructure development, to enhance SME digital readiness.

4. Future digital transformation initiatives should adopt SME-specific readiness models rather than generic frameworks
to improve relevance and effectiveness.

5. Continuous readiness evaluation should be encouraged to ensure that SMEs adapt effectively to evolving digital
technologies and market conditions.
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