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ABSTRACT

The 2012 Budget announced by the Prime Minister of Malaysia indicated that small 
and medium enterprises (SMEs) continue to play an important role in the nation’s 
economy and are therefore, given sufficient allocation to sustain the various 
enterprise. As in all contemporary SMEs, the enabler for successful business ventures 
is through the use of information and communication technology (ICT). With 
premeditated information systems implementation, SMEs would be able to survive the 
demands of the current volatile economic conditions for competitive advantage. One 
such system is the Enterprise Resource Planning (ERP) for information mining in 
making strategic decision making. The ERP system provides the capability for fast, 
high quality data retrieval from large volumes of data for SME’s sustainability. Hence, 
the objectives of this study are; to examine the influence and relationship of the socio 
psychological factors toward the ERP system usage, and to investigate the effect of 
the socio psychological factors with the interaction of system complexity as moderator 
on the ERP system usage. The socio-psychological factors are perceived usefulness, 
rewards, perceived benefits and social influence. Consequently, the scope of this 
study is the SME’s in Selangor that are involved in the manufacturing industry. The 
methodology employed for this project is cross-sectional with purposive sampling 
technique for the identification of the units of analysis -  the managers. Through a list 
provided by the SME Corporation (SME Corp) of Malaysia, five hundred SMEs that 
fit the pre-identified criteria were sent questionnaires for data collection. Prior to the 
actual data collection, a pilot study was undertaken to ensure the reliability and 
validity of the instrument. Subsequently, the study found that 43.8 percent of SMEs in 
Selangor have the ERP system experience with an average ERP system usage is 
between 1-5 years. Moreover, the perceived benefits (r=0.23, p<0.05) and social 
influence (r=0.35, p<0.01) were significantly correlated with the ERP system usage 
and the social influence (P=0.41, p<0.05) was the most influential socio psychological 
factor towards the ERP system usage. In addition, the findings showed that all the 
socio psychological factors not significantly moderated by the system complexity in 
influencing the ERP system usage. It means that the system complexity does not act as 
an independent variable and moderating variable in this study because it is not 
significant due the significant value, p, is greater than 0.05. The findings indicated that 
not all SMEs in the manufacturing sector within Selangor are embracing ERP system, 
let alone using the ERP system to aid their decision making process. A change 
champion from an established SME that has successfully been utilizing ERP be 
recruited to promote ERP system for all SMEs. Employees should be given the right 
training on ERP system use, who in turn will train other staff reap the benefit of a 
customized computer system. Once the perception that the system is easy to use, is 
useful, and is advantageous to them, the organization will be well on the way to a 
profitable business quantum and achieve better returns of investment. The implication 
from non-usage of ERP system will negatively impact the SMEs ability to compete at 
both the local and international level, hence, internal management and organizational 
matters, particularly leadership and resilience must be enhanced.

iii



ACKNOWLEDGEMENT

First and foremost, all praise is to Allah, the Almighty, and the Benevolent for His 
blessings and guidance for giving me the perseverance to embark on this post­
graduate study and give me the strengths to complete this thesis. Many people 
contributed in terms of ideas, encouragement, guidance, critics, and moral support 
throughout the study period. Therefore, the researcher would like to record an 
appreciation to the following individuals and organization for their kindness, guidance 
and assistance.

First and foremost to my supervisors, Associate Professor Dr. Hjh. Rugayah Hj. 
Hashim and Associate Professor Dr. Jasmine Ahmad for their constant guidance, 
patience, kindness, invaluable supervision and support. I truly appreciate the inputs 
from my supervisors in molding my development as a researcher and count it as an 
advantage to work under the supervisions of such high caliber and knowledgeable 
individuals.

Then, I would also like to thank Puan Farizan Mohd Arif from the Small and Medium- 
Sized Enterprises Corporation (SMECorp) for providing the lists of Small and 
Medium-sized Enterprises (SMEs) according to the scope of my thesis, as well as to 
all the members of the Faculty of Administrative Science and Policy Studies, 
Universiti Teknologi MARA (UiTM) Shah Alam who have provided assistance 
throughout my thesis especially from the administrative staff.

Finally, I would like to express my deepest gratitude to my family especially my 
father, Zulkifli bin Awang, and mother, Noryati binti Abdullah, for their 
encouragement and moral support through all the ups and downs of a Master’s 
student. Thanks to my friends especially my Master’s course mates who kept me 
cheerful and happy which indirectly motivated me to finish this thesis. Alhamdulillah, 
with His blessing my thesis has been successfully completed.



CHAPTER ONE 

INTRODUCTION OF THE RESEARCH

1.1. BACKGROUND OF STUDY

Information, communication and technology (ICT) continues to play an 

important role in an organization’s competitive advantage. ICT usage is required for 

most business organizations as it able to support better decision making, improve 

business performance, operational efficiencies, enhance supplier and customer 

relations, and increase revenues and market share (Baltzan, Philips, & Haag, 2009; 

Eric & Anthony, 2011). The unpredictable development of ICT in industries affects 

the organizational functions and business (Noudoostbeni, Mohd Yasin, & Jenatabadi,

2009), and thus the business environment has become more competitive and complex.

One of the ICT tools for SMEs to increase their effectiveness and 

competitiveness in the global market is the Enterprise Resource Planning (ERP) 

system (Shahawai & Idrus, 2009; Eric & Anthony, 2011). In addition, some of the 

common examples of EIS applications are Enterprise Resource Planning (ERP), 

Supply Chain Management (SCM), Customer Relation Management (CRM), 

Knowledge Management System (KMS), and Product Life Cycle Management 

(Hendricks, Singhal, & Stratman, 2007). If not used, the growth rate of the SMEs is 

slow and thus hurt the economy as a whole (Shahawai & Idrus, 2009). Specifically, 

ERP is a sub-system of the Enterprise Information System or EIS, a customized 

application which ensures an efficient and effective information flow for any 

organization. EIS is defined as “business model in the organization consists of various 

types of businesses, business processes, organization, information systems and
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