Lecture 28: IT Services in SMEs
Learning Objectives:
1. Describe the characteristics of SMEs and identify their distinctive concerns

2. Discuss the problems associated with the development and implementation of IT strategy and IT services in SMEs

3. Propose appropriate approaches to IT strategy and IT service management in SMEs.
Introduction
What is a SME? 
http://www.lib.strath.ac.uk/busweb/guides/smedefine.htm
25-249 employees (DTI) 

Turnover up to £2.8m 

95% of businesses are SMEs in the UK. 65% of workers are in SMEs. 

Account for 52% of UK Turnover

But SISP focus has tended to be on large organisations with a formal focus. 

SMEs have their own particular problems with IT. They need a different approach to succeed with SISP. 

42% have a IT strategy

IT strategy force or catalysed by external stakeholders e.g. suppliers and customers and external factors e.g. security.

Inhibitors to strategic use of IT

    Cost of IT

    Internal Resistance to Change

What’s special about SMEs? 

Strong centralist cultures, 

Small management teams with little understanding of IT. Only if there is a strong understanding of IT by the owners is there any likelihood of reasonable attention to IT. 

No IT departments - IT is controlled by the financial directors, or a small team of 1-2 people. 

Emphasis on day-to-day operations - no time for ‘strategy’, ITIL or any extras beyond the essential use of information systems. 

Do not have a formal business strategy. 

Do not consider competitive advantage to be an important issue, 

Where IT is considered, at a strategic or service level, the emphasis is on efficiency and effectiveness. 

Are driven by immediate concerns. 

If IT is used, it’s because it has to be used. 

Pressure for IT usage comes from outside. For example, some SMEs are being forced to adopt EDI by key retail customers, although they don’t really understand it. 

Do not realise the need for management information. 

Very cost aware. No spare money for IT experiments. 

Will continue to run old systems as long as possible. 

 Less formal approach to IT

Older Infrastructure

CEOs don't understand how IT could help the business.

Tight business model - cash flow from previous month sees through next.

  

Three Case Studies 

Company A 

Light fittings assembly, 150 staff 

3 EDI systems.  

BHS (British Home Stores) links through to AS400 Materials Resource Planning system (MRP) 

Ikea 

Do-IT-All 

BHS reduced orders and may drop out. 

Operations manager spends 3 days a week going through reports in order to plan supplies and production. 

Company holds high levels of materials, work-in-progress and finished stock. 

Company bears the costs of lights not selling. 

 

Company B 

Precision tools for the automotive industry. Family-owned, 24 staff. 

1-2 major customers, a lot of small customers. 

Are the small customers profitable? 

Piles of precision goods on shelves. 

AS400 with MRP doing a bit of stock control 

Organisational systems based on informal meetings. 

FD re-entering data a lot. There is a standalone CAD and a marketing PC. 

Production planning is done manually 

 

Company C 

Springs for the Automotive Industry 112 employees. AS400 with MRP. MD has PC-based performance measuring system. 

. 

Phenomenal work-in-progress sitting around. 

3 hours production planning every Monday involving looking at machine set-ups. 

Orders completed on the basis of machine optimisation rather than priority of orders. 

  

General Comments 

Emphasis on fire-fighting and day-to-day operational issues. 

Little attention to management information. 

Operational responses to customer needs rather than strategic. 

SMEs and IT Services
ITIL as such requires significant investment – even just in training – to implement

It isn’t going to be an attractive proposition to SMEs.

Hence they will rely on suppliers for:


Service desk,


Availability management etc.

Strategies:

1. What are the cut-down, essential elements that could be implemented from each discipline? E.g. focus on essentials of each dicispline.

2. What disciplines are focussed on the supplier and which are focused on customer. Hence SME provides customer focussed – e.g. incident management, change management and leaves rest to supplier.e.g focus on one or two disciplines.

3. What are the hotspots, key points as far as the SME is concerned? Look across ITIL in a customised way as to what are the important IT service issues for the organisation.

Do we need a ‘mini-ITIL’?
Issues 

Critical nature of inter-organisational IS 

Role of quality issues in determining IS needs. 

Strategic relationship with IS/IT providers. 

The use of consultants 

The appointment of one person to review IS needs and liaise with suppliers. 

Strategic Management in SMEs 

Problem of creating space within an SME to be strategic. 

IT planning does occur in small firms, but much of it is carried out informally.

IT strategic alignment does have an effect on IT effectiveness and impact in small firms.

SMEs and the Internet

 

The nature of SMEs also causes problems in Internet adoption.

 

What factors are of importance?
 

Perceived Benefits

Organisational Readiness

    Level of IT knowledge among non-IT professionals

    Level of IT use in the organisation

External Pressure

 

The need for CEO support.
 

Small firms lack managers with sufficient knowledge of the Internat.

Key importance: CEO who has a positive attitude to IT adoption.

Management understanding and support is crucial.

 

Government Initiatives
Information Society Initiative

UK Online

These initiatives have been of limited success. Why?

 

DTI Adoption Ladder
 

'.. at the heart of governmental understanding of the adoption of ICT by existing small firms.'.

            

                    transformed businesses

                e-business          

         e-commerce

     website

e-mail

What's wrong with this ladder?

Why might this be inappropriate for small firms?

Concepts
SMESs Internet Adoption Ladder, ‘mini-ITIL’ 
Questions

Why are suppliers key partners in IT management in SMEs?

What do you think the key roles of an IT manager in an SME would be?

Discuss what aspects of IT service management are customer focussed, and therefore a concern of the SME and which aspects should be the supplier’s responsibility.
Activities

Reading

Levy,M and Powell,P. (2005) Strategies for Growth in SMEs. Elsevier.
