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 The growing importance of information management in the digital 

economy has exerted considerable pressure on small and medium 

enterprises (SMEs) to implement advanced innovations in 

technology. Nonetheless, the high costs and intricacy of conventional 

Enterprise Resource Planning (ERP) systems have constrained their 

uptake among SMEs. This conceptual study examines the feasibility 

of Open-Source ERP (OS-ERP) systems as a practical option for 

Malaysian SMEs, offering a conceptual framework that connects 

information management capabilities, entrepreneurial orientation 

(EO), and enterprise success. The article contends that OS-ERP 

systems can augment entrepreneurial performance by enhancing 

information integration, strategic decision-making, and enterprise 

agility. This approach seeks to guide future research and offer 

practical insights for SMEs and policymakers to encourage digital 

transformation. 
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1. Introduction 

 

In today's rapidly evolving business landscape, information management has become a critical 

determinant of organisational success (Pereira et al., 2022). SMEs, which comprise the backbone of the 

Malaysian economy, face unique challenges in effective information management due to resource 

constraints and the complexity of their business environments (Pertheban et al., 2023). Meanwhile, 

traditional ERP systems offer a solution by integrating various business processes, but their high costs and 
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complexity have made them inaccessible to many SMEs (Vuković et al., 2023). However, Open-Source 

ERP (OS-ERP) systems, which provide similar functionalities without the financial burden, present an 

attractive alternative (Puig-Denia et al., 2023).  

This article aims to develop a conceptual framework that explores how OS-ERP systems can be 

leveraged to improve entrepreneurial success in Malaysian SMEs through improved information 

management. Thus, this argument could be seen in the case of a Malaysian SME that implemented an OS-

ERP system but found it difficult to customise and integrate it with their existing processes due to a lack of 

technical expertise. This resulted in significant downtime and inefficiencies that ultimately hindered rather 

than improved their entrepreneurial success (Aremu et al., 2021).  

 

On the other hand, there are also success stories of Malaysian SMEs that have successfully implemented 

OS-ERP systems and have received the benefits of improved information management (Stewart, 2019). 

Furthermore, by conducting a thorough analysis of both the successes and failures of OS-ERP 

implementation in Malaysian SMEs, we can gain valuable insight into the factors that contribute to 

entrepreneurial success in this context (Supramaniam et al., 2014). This research will contribute to the 

existing literature on the role of technology in enhancing SME's performance and provide practical 

recommendations for SMEs looking to leverage OS-ERP systems for improved information management. 

 

Researchers proposed a framework that integrates theories of entrepreneurial orientation and dynamic 

capabilities to understand the conditions under which OS-ERP systems can contribute to entrepreneurial 

success (Heaton et al., 2020; Surin et al., 2023). It seeks to provide a theoretical basis for future empirical 

research and practical guidance for SMEs looking to harness the benefits of digital technologies. By 

exploring the relationship between EO, dynamic capabilities, and the adoption of OS-ERP systems, this 

research aims to shed light on how SMEs can effectively use technology to drive growth and innovation 

(C. I. Fernandes et al., 2024). By bridging the gap between theory and practice, this framework will offer 

valuable insights for SME owners and managers seeking to stay competitive in today's digital economy. 

Ultimately, this study seeks to empower SMEs to make informed decisions about their technology 

investments and strategic direction, ultimately leading to improved performance and long-term success 

(Haki et al., 2024). According to Wales et al., (2023) EO has become increasingly associated with the 

installation of technological systems, in a variety of ways. While EO's major focus is on innovation and 

strategic initiatives, ERP systems, including open-source solutions, provide the framework that enables 

these entrepreneurial endeavours by improving corporate processes and decision-making skills. Innovation 

through technological adoption, risk-taking in OS-ERP investment, and proactive process optimization 

(Abreu et al., 2019).  

 

Firms with a high EO are more inclined to adopt new technology, such as OS-ERP, to drive innovation 

and efficiency (Irawan et al., 2023). ERP systems allow for the integration of corporate processes, enabling 

innovation by offering real-time data insights that improve decision-making and encourage 

experimentation. While implementing ERP systems, particularly open-source alternatives, poses risks such 

as system integration, data migration, and operational disruption (Aremu et al., 2021). Firms with a strong 

EO are more likely to take such risks because they understand the possible long-term rewards of enhanced 

procedures and competitive advantage (Lola & Bakeev, 2024). whereas Proactive businesses foresee future 

issues and opportunities, leveraging ERP technologies to streamline operations and prepare for market 

changes. OS-ERP systems provide customisable solutions that enable businesses to adapt processes in 

response to changing needs, hence supporting proactive initiatives (Yulianto et al., 2020).  

 

EO philosophy promotes innovation, strategic flexibility, and process optimisation, which is strongly 

related to ERP implementation goals. OS-ERP systems, in particular, provide SMEs with the tools they 

need to pursue entrepreneurial opportunities despite limited resources (Reuben et al., 2019). EO-driven 

businesses are more likely to adopt these tools and use their capabilities to gain a sustained competitive 

advantage, ensuring that technological investments and strategic goals are in sync (Wales et al., 2023). 
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2. Background of Study 

 

2.1 The Role of SMEs in the Malaysian Economy 

 

According to Adam et al., (2021) & San et al., (2023) SMEs play a crucial role in the Malaysian 

economy, contributing significantly to employment, innovation, and GDP growth. According to SME Corp 

Malaysia, SMEs make up 98.5% of the total number of business establishments in the country and represent 

almost 40% of Malaysia's GDP. With such a significant presence, SMEs must effectively leverage open-

source technology to remain competitive and drive sustainable growth (Khai et al., 2020). This study aims 

to provide a roadmap for SMEs to navigate the digital landscape and harness the power of community-

based technology to achieve their business goals (Olson et al., 2018). However, they often face challenges 

such as limited access to finance, skilled labour, and advanced technology (Weerasekara & Gooneratne, 

2023). A study by Zain et al., (2020) ascertains that effective information management is vital to overcome 

these challenges and ensure sustainable growth. The Malaysian Digital Economy Blueprint is one example 

of a government initiative that supports digital transformation, which aims to improve SMEs' digital 

capabilities (Du et al., 2023). However, the adoption of advanced technologies, such as ERP systems, 

remains low due to perceived complexity and cost barriers (Razzaq et al., 2021). 

 

2.2 Open-Source ERP Systems 

 

OS-ERP systems, such as Odoo, ERPNext, Dolibarr, etc., offer a cost-effective and flexible solution for 

managing business processes. These systems provide functionalities similar to those of proprietary ERP 

systems, including modules for finance, human resources, supply chain management, and customer 

relationship management (Terminanto et al., 2019). Their open-source nature allows customisation to meet 

the specific needs of SMEs. Despite its potential, the adoption of OS-ERP systems in Malaysia has been 

limited, requiring further investigation of their role in improving information management and business 

performance (Razzaq et al., 2021). For instance, a small manufacturing company looking to streamline its 

operations could implement open-source information system software to automate inventory management, 

track production processes and manage its finances seamlessly (Puig-Denia et al., 2023). With its 

customisable features, the company can customise the system to integrate with its existing processes and 

scale as they grow, ultimately improving efficiency and profitability (Jassim & Mahmoud, 2022). 

 

Furthermore, by centralising data and providing real-time insights, information systems can enable the 

company to make informed decisions and respond quickly to market changes. This level of visibility and 

control over various aspects of the business can lead to better resource allocation, reduced operational costs, 

and increased customer satisfaction (Steininger et al., 2022). Additionally, the system's ability to generate 

reports and analytics can help the company identify trends, opportunities, and areas for improvement, 

allowing it to stay competitive in the ever-evolving market. In general, the implementation of OS-ERP 

systems such as ERPNext and others can play a crucial role in driving business growth and success (Pereira 

et al., 2022). The below diagram illustrates the ecosystem of enterprise resource planning.  
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               Figure 1: Stacked Venn Diagram illustrating the Anatomy of Study. By Authors 

3.  Review of the literature 

3.1 Information Management in SMEs 

Information management involves the systematic collection, storage, processing, and dissemination of 

data to support organisational and decision-making processes. For SMEs, effective information 

management is crucial for agility, responsiveness, and competitiveness  (Olakunle et al., 2022). However, 

research indicates that many SMEs lack the systems and processes necessary to manage information 

effectively, leading to operational inefficiencies and strategic disadvantages (Liu et al., 2024). From one 

perspective, a small manufacturing company may struggle to keep track of inventory levels and customer 

orders due to manual record-keeping processes. Without a centralised information management system, 

employees may waste time searching for information and making errors in order fulfilment, leading to 

delays and dissatisfied customers (Weerasekara & Gooneratne, 2023). By implementing an integrated 

software solution for inventory management and order processing, the company can streamline operations, 

reduce errors, and improve overall performance (Olson et al., 2018). 

 

Although the implementation of an integrated software solution can streamline operations and reduce 

errors, it also requires a significant upfront investment and ongoing maintenance costs that may not be 

feasible for a small manufacturing company with limited resources (Al-Hakimi et al., 2022). In addition, 

transitioning to a new system can cause disruptions in workflow and require extensive training for 

employees, potentially leading to further inefficiencies in the short-term (Yenugula et al., 2023). In one 

instance, a small manufacturing company may decide to invest in an integrated software solution for 

inventory management and order processing only to realise that they do not have the budget to cover the 

upfront costs. As a result, the company may struggle to pay for the necessary maintenance and updates to 

the software, leading to system malfunctions and errors (Wang et al., 2021). This can ultimately hinder 

operations and negate any potential benefits of streamlined processes with the new system. Furthermore, 

without adequate training and support for employees on how to use the new software effectively, the 

company may face resistance to change and low adoption rates. This could result in employees switching 

to old and inefficient methods of managing inventory and processing orders. In the long run, the company 

may end up wasting more time and resources trying to fix the issues caused by the new system, further 

exacerbating the initial inefficiencies (Casidy et al., 2020). Overall, without careful planning and 
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consideration of all factors involved, investing in new technologies such as integrated software solutions 

can end up doing more harm than good for a business (Rawashdeh & Rawashdeh, 2023).  

3.2 ERP Systems and Organisational Performance 

ERP systems integrate various business functions into a unified platform, facilitating access to real-time 

data and process standardisation. They have been linked to improved efficiency, better resource 

management, and enhanced strategic decision-making. However, the cost and complexity of these systems 

often discourage SMEs from adopting them. OS-ERP systems, with their lower cost and customisation 

options, provide a feasible alternative but require further exploration in terms of their impact on SME 

performance (Ruivo et al., 2016). Research by Ismail et al., (2021) shown that SMEs often face unique 

challenges regarding implementing ERP systems, such as limited financial resources and technical 

expertise. Despite these obstacles, there is growing interest in exploring the potential benefits of OS-ERP 

systems for SMEs. By offering a more affordable and flexible solution, these systems have the potential to 

level the playing field and help SMEs compete more effectively in the market (Stewart, 2019). 

 

However, another study indicated that it is important to thoroughly examine the implications of adopting 

OS-ERP systems on organizational performance before deciding (Mohamed & Noorliza, 2021). This 

includes evaluating factors such as compatibility with existing systems, ease of integration, and ongoing 

support and maintenance. Furthermore the cost savings and customization options of OS-ERP systems are 

appealing, it is crucial to ensure that these benefits do not come at the expense of functionality or security 

(Stewart, 2019). By conducting a comprehensive analysis and weighing the pros and cons, SMEs can make 

an informed decision that aligns with their business goals and sets them up for success in the long run 

(Abadía & Avila, 2023). 

 

 

 

                            Figure 1: Information System Modules consolidated into ERP. By authors 

3.3 Entrepreneurial Orientation and Technology Adoption 

EO, characterised by innovation, proactiveness, and risk-taking, influences the willingness of an 

organisation to adopt new technologies. SMEs with a high degree of EO are more likely to experiment with 
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and adopt technologies such as OS-ERP systems to gain a competitive advantage (Pingali et al., 2023). This 

strategic approach allows SMEs to stay ahead of the curve in terms of technology adoption and innovation, 

ultimately propelling them to success in the ever-evolving business landscape (Singh et al., 2023). By 

leveraging their EO to embrace new technologies, SMEs can improve their operational efficiency, improve 

customer satisfaction, and increase their market competitiveness (Hamzah et al., 2020). 

 

Additionally, EO plays a crucial role in shaping the mindset and approach of SMEs toward technology 

adoption. The willingness to take risks and explore new opportunities can drive organisations to embrace 

innovative solutions such as OS-ERP systems (Surin et al., 2023). However, the successful implementation 

and utilisation of these systems also depend on the organisation's information management capabilities 

(Hamzah et al., 2020). By effectively leveraging data and information, SMEs can maximise the benefits of 

OS-ERP systems and enhance their overall performance in the competitive market landscape. Although EO 

is important to drive innovation, the successful implementation of OS-ERP systems also requires significant 

financial investment and technical expertise, which may pose challenges for SMEs with limited resources 

(Al-Harasi et al., 2021). Furthermore, organisational culture and resistance to change can hinder the 

adoption and use of new technology, regardless of the entrepreneurial mindset (Alshwayat et al., 2023). 

3.4 Dynamic Capabilities and Strategic Alignment 

Dynamic capabilities refer to an organisation’s ability to integrate, build, and reconfigure internal and 

external resources to address rapidly changing environments. For SMEs, the adoption of OS-ERP systems 

can enhance dynamic capabilities by improving information integration and facilitating strategic alignment 

(Teece et al., 2009). This, in turn, enables SMEs to respond more effectively to market changes and seize 

new opportunities. However, it could be if an SME adopts an OS-ERP system without proper strategic 

alignment, leading to confusion and inefficiencies within the organization (Quitain et al., 2024). This lack 

of alignment could result in missed opportunities and hinder the organisation's ability to effectively respond 

to market changes (Al-Jaafreh et al., 2023) 

 

On the other hand, when SMEs successfully align their OS-ERP systems with their strategic goals and 

objectives, the potential benefits can be significant. Using the enhanced information integration and 

streamlined processes that come with these systems, SMEs can improve their decision-making processes 

and gain a competitive edge in their industry (Audretsch & Belitski, 2023). Furthermore, the ability to 

quickly adapt to changing market conditions and seize new opportunities can help SMEs stay ahead of the 

curve and achieve sustainable growth in the long term. Therefore, it is crucial for SMEs to carefully consider 

their strategic alignment before implementing an OS-ERP system to ensure that they can fully capitalise on 

its potential benefits (Al-Jaafreh et al., 2023). 

4. Methodology 

The methodology of this conceptual paper comprises three primary stages: a comprehensive synthesis 

of the literature, the development of a conceptual framework, and validation through theoretical 

foundations. Synthesis of the literature involved a detailed evaluation of existing studies on OS-ERP 

adoption, information management capabilities, EO, and dynamic capabilities in SMEs. A thorough 

analysis involved querying academic databases, including Scopus, Web of Science, and Google Scholar, 

using relevant keywords: Open-Source ERP, Open-source Software, Malaysia’s SMEs, Information 

Management, and EO (Cheong et al., 2023). The articles were selected based on criteria such as their focus 

on ERP adoption in SMEs and their theoretical contributions to entrepreneurial and dynamic capabilities. 

This review aims to highlight shortcomings in current research and create the theoretical foundations 

necessary for creating a comprehensive conceptual framework (Churchill & Sen, 2001). 
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Using insights from the literature review, a conceptual framework was developed to illustrate the 

expected connections among key constructs. The concept posits that OS-ERP adoption can improve 

information management capabilities, thus leading to increased business performance in SMEs (Ferreira et 

al., 2021). This relationship is believed to be influenced by an entrepreneurial attitude, characterised by 

innovation, proactiveness, and risk-taking, and is mediated by dynamic capabilities that enable businesses 

to reallocate resources in response to changing circumstances (Surin et al., 2023). The paradigm employs 

the Resource-Based View (RBV) and Dynamic Capabilities Theory, augmenting these theories by 

incorporating the unique challenges and opportunities encountered by SMEs throughout the digital 

transformation (Dejardin et al., 2023; C. I. Fernandes et al., 2024). 

 

The third stage of the procedure involves validating the conceptual framework through a theoretical 

foundation. This was achieved by deductive approaches and theoretical triangulation, in which the proposed 

connections were examined within the context of other theoretical perspectives, including the Technology-

Organisation-Environment (TOE) model (Marrucci et al., 2023). The technique was refined on the basis of 

input gathered from academic peer-reviewed journals and industry practitioners' white papers, ensuring its 

relevance and applicability to the SME context. The validation technique aimed to strengthen the theoretical 

foundations of the framework and demonstrate its potential to guide future empirical research (Lamm et 

al., 2020). 

 

This study, despite the absence of real data collection, provides a solid foundation for future research to 

assess the conceptual framework using quantitative or qualitative methods. The methodology of this paper 

highlights the importance of integrating OS-ERP systems with entrepreneurial Orientation, and dynamic 

capabilities to enhance performance in SMEs (Crick et al., 2023). It underscores the imperative for 

empirical research to validate the proposed connections and offers pragmatic suggestions for SMEs seeking 

to leverage digital technologies for competitive advantage (Cheong et al., 2023). 

5. Conceptual Framework 

The proposed conceptual framework links the adoption of OS-ERP, the information management 

capabilities, EO, and the business performance of Malaysian SMEs. The framework consists of the 

following key constructs: OS-ERP adoption, information management capabilities, EO, dynamic 

capabilities, and business performance.  

5.1 OS-ERP Adoption 

This construct refers to the extent to which SMEs implement and use OS-ERP systems to manage their 

business processes effectively. This includes the integration of open-source software (OSS) with enterprise 

resource planning tools to streamline operations and increase efficiency (Puig-Denia et al., 2023). By 

adopting OS-ERP systems, Malaysian SMEs can access advanced technology at a lower cost, improving 

their competitive edge in the market. In addition, the use of OSS allows for customisation and flexibility to 

meet the unique needs of each business (Khai et al., 2020). 

 

Another benefit of OS-ERP systems for Malaysian SMEs is the ability to scale and grow their business 

without incurring significant costs. Nonetheless, with the flexibility to customise the software to their 

specific needs, businesses can easily adapt to changes in the market and stay ahead of competitors (Razzaq 

et al., 2021). Furthermore, the integration of OSS with ERP tools enables seamless data management and 

analysis, providing valuable insights for decision-making and strategic planning. In general, the adoption 

of OS-ERP systems offers Malaysian SMEs a competitive advantage in today's fast-paced business 

environment (Supramaniam et al., 2014). 
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However, according to Khai et al., (2020) the key factors influencing adoption include perceived ease 

of use, compatibility with existing systems, and perceived usefulness. It is important for businesses to 

thoroughly evaluate these factors before implementing OS-ERP systems to ensure a smooth transition and 

maximum benefit. Furthermore, investing in training and support for employees can help minimise 

resistance to change and maximise the efficiency of the software. Using the power of OS-ERP, Malaysian 

SMEs can streamline their operations, improve productivity, and ultimately achieve long-term sustainable 

growth and success (Supramaniam et al., 2014).  

5.2 Information Management Capabilities 

These capabilities include the ability to collect, process, and disseminate relevant information to support 

decision-making. OS-ERP systems are believed to enhance these capabilities by providing a unified 

platform for data integration and real-time access. This can lead to more informed and strategic decision-

making within Malaysian SMEs, as employees will have access to accurate and up-to-date information at 

their fingertips (Priporas & Vellore-Nagarajan, 2023). With improved information management 

capabilities, companies can react quickly to market changes, identify growth opportunities, and mitigate 

risks effectively (Wahab et al., 2021). 

5.3 Entrepreneurial Orientation 

EO is defined by the degree of innovation, proactiveness and risk-taking exhibited by an SME. For 

instance, a Malaysian SME implementing an OS-ERP system can use real-time data analytics to track 

customer preferences and market trends, allowing them to quickly develop and launch new products or 

services ahead of competitors. Furthermore, by using the proactive features of the system, SMEs could 

identify potential risks in their supply chain and take preemptive measures to mitigate them, showing a high 

level of EO in their decision-making processes By staying ahead of the curve with the adoption of 

innovative technologies such as OS-ERP systems, the SME demonstrates a willingness to adapt and evolve 

in an ever-changing business environment (Sarya et al., 2023). This strategic approach to information 

management and decision-making differentiates the SME as a forward-thinking and agile organisation 

ready to take advantage of opportunities and overcome challenges (Wales et al., 2023). 

5.4 Business Performance 

Business performance is conceptualised as the achievement of organisational goals, including financial 

performance, market share, and operational efficiency (Franco-Santos et al., 2007). The framework posits 

that enhanced information management capabilities, supported by OS-ERP systems, will lead to improved 

business performance (Susanti et al., 2023). Although adaptability and evolution are important in a business 

environment, focusing solely on information management and decision-making may not address other 

factors that contribute to overall business performance, such as leadership, employee skills, and market 

conditions. Furthermore, the effectiveness of OS-ERP systems in improving business performance may 

vary according to the specific needs and capabilities of the SME (Jean et al., 2008). 

 

Therefore, it is crucial for SMEs to carefully assess their own unique requirements and capabilities 

before implementing OS-ERP systems. In addition, SMEs should also consider the potential challenges and 

limitations associated with these systems, such as high implementation costs, technical complexity, and 

resistance to change among employees (Tayyab & Ahmad, 2023). By taking a holistic approach to business 

performance improvement and considering all relevant factors, SMEs can maximize the benefits of OS-

ERP systems and achieve sustainable growth in the long run (Vuković et al., 2023). 

 

Thus, some suitable dimensions of business performance that SMEs can focus on when implementing 

OS-ERP systems include financial performance, operational efficiency, customer satisfaction, and 
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employee productivity. By measuring and improving these key areas, SMEs can ensure that their 

investment in OS-ERP systems is providing a positive impact on their overall business performance. 

Additionally, SMEs should regularly review and adjust their performance metrics to align with their 

evolving business goals and objectives (Ngelyaratan & Soediantono, 2022). 

5.5 Dynamic Capabilities 

People think that dynamic capabilities are what make it possible for small businesses to use OS-ERP 

systems to align their strategies and adapt to changes in the market. They include the ability to sense and 

seize opportunities and reconfigure resources effectively (Ferreira et al., 2021). Ultimately, the success of 

implementing OS-ERP systems in small businesses depends on these dynamic capabilities, as they enable 

organisations to respond quickly to changes in the market and take advantage of emerging opportunities 

(C. I. Fernandes et al., 2024). Without the ability to sense changes in the market and quickly adapt their 

strategies and resources, SMEs may struggle to fully leverage the benefits of these systems. Therefore, 

developing and nurturing dynamic capabilities is essential for small businesses looking to enhance their 

overall performance with the help of OS-ERP systems (Mikalef et al., 2021). 

5.6 Resource-Based View (RBV) 

The RBV posits that companies achieve competitive advantage by utilising internal resources that are 

valuable, rare, inimitable, and non-substitutable (VRIN). This methodology provides valuable insights; 

nevertheless, certain objections restrict its use in examining OS-ERP adoption for SMEs (Shah, 2022). The 

RBV emphasises resource possession, although it neglects the necessity for resource reconfiguration or 

adaptation in response to evolving market conditions. Because SMEs work in extremely unpredictable 

contexts, RBV's static character might not fully explain how businesses maintain a competitive edge when 

using developing technology like open-source ERP (Cuthbertson & Furseth, 2022). 

 

Furthermore, the omission of external factors. The RBV minimally addresses the influence of external 

technical advancements, including open-source software advances, on resource utilisation. This constraint 

complicates the examination of the interplay between internal competencies and external trends, which is 

essential for SMEs implementing OS-ERP systems (Fernandes et al., 2022). Additionally, 

underappreciation of resource availability for SMEs. The theory presupposes that enterprises either possess 

or can get VRIN resources; nevertheless, SMEs frequently encounter resource limitations (e.g., constrained 

budgets and talent) that are insufficiently addressed by the RBV (Shah, 2022). Open-source ERP could 

serve as a viable option; however, the RBV framework provides little guidance on how resource-

constrained enterprises can utilise these tools effectively (Cuthbertson & Furseth, 2022). 

 

Thus, the DCT enhances the RBV by emphasising an organization's capacity to develop, integrate, and 

reconfigure resources in reaction to environmental shifts. DCT introduces a dynamic aspect to the RBV, 

although it encounters specific limitations such as: Conceptual ambiguity. A primary critique of DCT is the 

ambiguity surrounding the definition of a dynamic capacity (Heubeck & Meckl, 2022). This complicates 

the operationalisation or measurement of these competencies, particularly for SMEs that may lack 

formalised systems for recognising, exploiting, and transforming opportunities (Rohit & Saurabh, 2023). 

 

Another one is excessive focus on major corporations. A significant portion of empirical research on 

DCT concentrates on major corporations with intricate structures and sophisticated capabilities. SMEs 

frequently lack formal mechanisms, hindering the efficient application of DCT in the context of OS-ERP 

adoption (Rohit & Saurabh, 2023). Additionally, The restricted emphasis on technological transformation. 

DCT emphasises the significance of adaptability; yet it fails to directly address technology-induced 

disruptions, such as the use of open-source solutions, which provide flexibility yet necessitate swift 

reconfiguration of business processes (Karttunen et al., 2024). 
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Moving on to TOE Framework. The TOE framework elucidates the impact of technological, 

organisational, and environmental elements on the adoption of innovations. Although beneficial for 

comprehending the external and internal factors affecting ERP adoption, it possesses some significant 

limitations (Rahman et al., 2023). The TOE framework offers a comprehensive classification of elements 

but provides less insight into the interaction of specific technologies, such as OS-ERP, with these factors 

in the context of SMEs. The approach inadequately addresses the distinct issues encountered by SMEs, 

including resource limitations and insufficient technical skills (Awa et al., 2016). 

 

Furthermore, TOE is predominantly a static framework that emphasises the pre-adoption phase, 

neglecting the continual evolution and adaptation of enterprises post-adoption. In the context of OS-ERP, 

organisations may require periodic updates and maintenance of the system (Rahman et al., 2023). 

nevertheless, the TOE framework provides minimal guidance about these continuous activities. The TOE 

framework recognises the impact of environmental factors (e.g., competition, legislation), but it may 

disproportionately highlight these pressures, neglecting internal capabilities and firm-level tactics (Zhu et 

al., 2004). SMEs implementing OS-ERP systems frequently encounter the necessity to reconcile external 

pressures with internal constraints, a nuance not comprehensively addressed by the TOE paradigm (Tekeh, 

2015). 

6. Limitation 

Considering aforementioned constraints, Although the RBV, DCT, and the TOE framework are well-

established theories that offer valuable insights into organizational strategy and technology adoption, each 

has its limitations. These weaknesses warrant further investigation, particularly in the context of OS-ERP 

systems for SMEs. Further investigation is needed to fully understand how these theories apply to the 

unique challenges faced SMEs implementing OS- ERP systems. additional research is necessary to enhance 

the theoretical framework for examining OS-ERP adoption by SMEs (Razzaq et al., 2021). An in-depth 

examination of how RBV, DCT, and TOE can synergistically enhance one another will yield a more 

comprehensive understanding. For instance, whilst RBV emphasises internal resources, DCT can tackle the 

dynamic adaptation of these resources, and TOE can integrate the influence of external factors (Rahman et 

al., 2023). 

 

Subsequent study ought to enhance these frameworks to more effectively accommodate the distinct 

requirements and limitations of SMEs. This entails examining how SMEs can utilise OS-ERP as a strategic 

asset and competency, notwithstanding their constrained financial and technical resources (Audretsch & 

Belitski, 2023). Integrating a dynamic perspective into the TOE framework will provide fresh insights into 

the evolution of organisations following adoption. This may involve examining continual learning, 

adaption, and system enhancements in SMEs utilising OS-ERP. A technology-centric approach is essential 

to examine how open-source solutions challenge traditional resource-based perspectives and dynamic 

capabilities, especially in budget-constrained organisations (Estensoro et al., 2022). 
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Figure 3: Underpinning Framework 

7. Discussion and Implications 

The proposed framework suggests that OS-ERP systems can play a transformative role in enhancing the 

information management capabilities of Malaysian SMEs, thus contributing to entrepreneurial success. By 

integrating business processes and providing real-time access to information, these systems can support 

strategic decision-making and operational efficiency (Cuthbertson & Furseth, 2022; Fernandes et al., 2024; 

Horani et al., 2023). However, the effectiveness of OS-ERP systems depends on several factors, including 

the level of EO of the SME and its dynamic capabilities. Furthermore, the successful implementation of 

OS-ERP systems in Malaysian SMEs can also depend on factors such as organisational culture, leadership 

support, and employee training (Tayyab & Ahmad, 2023). SMEs should invest in training programmes and 

change management strategies to ensure that employees can use the system effectively. Furthermore, 

ongoing monitoring and evaluation of the system's performance is crucial to identify any issues and make 

necessary adjustments to maximise its benefits. In general, the adoption of OS-ERP systems has the 

potential to revolutionise the way Malaysian SMEs operate and compete in the global market (Adam et al., 

2021). 

 

The framework has several implications for practice and policy. For SMEs, it highlights the importance 

of aligning IT investments with strategic objectives and fostering an entrepreneurial mindset to fully 

leverage the benefits of OS-ERP systems (Pesce, 2023). For policymakers, the findings underscore the need 

for initiatives that support the digital transformation of small businesses, including training programs and 

incentives for the adoption of technology. Adopting OS-ERP systems can improve efficiency, increase 

productivity, and improve decision-making for Malaysian SMEs. By aligning IT investments with strategic 

goals, SMEs can stay competitive in the global market and adapt to changing business landscapes (Sharma 

& Behl, 2023). Policymakers should prioritise creating a supportive environment for SMEs to embrace 

Challenging

&

Refinning

Resource-Based View (RBV)

There are tangible or intangible resources that can be linked to 
firm-specific competencies that boost resource productivity. 
The RBV seeks a competitive edge by using valuable, rare, 
unique, and organized resources and talents (Lockett et al., 
2009; Peng, 2001). 

Dynamic Capabilities Theory (DCT)

” Teece et al., (2009) defined dynamic capabilities as the firm’s 
ability to integrate, build, and reconfigure internal and external 
competencies to address rapidly changing environments.”.

Technology Organisation Environment (TOE)

TOE framework examines how organizations acquire and integrate 
new technologies. It recognizes that a complex interaction of 
technological attributes, organizational traits, and external 
environmental factors affects the decision to adopt new technology 
(Iacovou et al., 1995).
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digital technologies, as this will ultimately drive economic growth and innovation in Malaysia (Adam et 

al., 2021). 

 

Future research should empirically test the proposed framework using longitudinal data to explore the 

dynamic interactions between these constructs and their impact on business performance. Furthermore, 

comparative studies in different contexts could provide a deeper understanding of the generalisability of 

the framework (Małkowska et al., 2021; Pfajfar et al., 2024). 

8. Conclusions 

This conceptual paper has developed a framework to understand the role of OS-ERP systems in 

enhancing the information management capabilities and business performance of Malaysian SMEs. By 

integrating theories of EO and dynamic capabilities, the framework offers a comprehensive perspective on 

the conditions under which OS-ERP adoption can contribute to entrepreneurial success. Provides a 

foundation for future research and practical guidance for SMEs and policymakers seeking to promote digital 

transformation and enhance the competitiveness of the SME sector.  

 

The framework also highlights the importance of organisational readiness, leadership support, and 

strategic alignment in a successful implementation of OS-ERP. By aligning EO with dynamic capabilities, 

Malaysian SMEs can leverage their resources and capabilities to fully realise the potential benefits of OS-

ERP systems. This research contributes to the growing body of literature on the role of technology in driving 

business innovation and growth, particularly in the context of small and medium enterprises. 
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