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1 Introduction 
1.1 Identification of the Business Problem
Digital transformation has become a strategic priority for organisations seeking to improve efficiency, competitiveness, and long-term sustainability. Advances in digital technologies, including artificial intelligence (AI), cloud computing, data analytics, and automation, have significantly changed the way businesses operate. Organisations are increasingly investing in digital transformation initiatives to streamline operations, enhance decision-making, improve customer experiences, and achieve sustainable growth. However, despite substantial investment in digital technologies, many organisations continue to face challenges in achieving the expected benefits from digital transformation.
Small and medium-sized enterprises have a vital role in the economy of the UK, representing more than 99% of all enterprises, and playing a considerable role in creating jobs and fostering economic growth in the region. Small and medium-sized enterprises, despite their economic importance, still have to overcome some difficulties in order to implement an effective digital transformation strategy. Some of the key problems include financial limitations, lack of proper technological capabilities, employee opposition to change, and deficiency of digital competencies. Even though digital technologies present a great potential to improve performance, efficiency, and effectiveness of organisations, ineffective implementation may result in higher costs, disruptions, and decreased employee commitment.

Recent studies suggest that successful digital transformation depends not only on the adoption of digital technologies but also on organisational readiness, strong leadership support, employee training, and effective change management practices. Many small and medium-sized enterprises face difficulties in balancing the need for technological innovation with the practical challenges of workforce adaptation and maintaining business continuity. Consequently, understanding the relationship between digital transformation, employee productivity, and organisational performance has become an important area of research and a key business concern.

This research proposal investigates the impact of digital transformation on employee productivity and organisational performance in UK small and medium-sized enterprises. It aims to examine the opportunities, challenges, and key factors influencing successful digital transformation. The findings will provide insights to support managerial decision-making and help organisations maximise the benefits of digital technologies while reducing implementation risks.
1.2 Research Aim and Objectives
To investigate the impact of digital transformation on employee productivity and organisational performance in UK small and medium-sized enterprises (SMEs).
Research Objectives:
1. To examine the concept and significance of digital transformation within UK SMEs.
2. To identify the key digital technologies adopted by SMEs to improve business operations.
3. To evaluate the impact of digital transformation on employee productivity.
4. To assess the relationship between digital transformation and organisational performance.
5. To identify the challenges and barriers that SMEs face when implementing digital transformation initiatives.
6. To recommend strategies that can support successful digital transformation within SMEs.
1.3 Research Questions
Main Research Question
How does digital transformation affect employee productivity and organisational performance in UK SMEs?
Sub-Questions
1. What digital technologies are most commonly adopted by UK SMEs?
2. How does digital transformation influence employee productivity?
3. What benefits does digital transformation provide to organisational performance?
4. What challenges do SMEs encounter during digital transformation initiatives?
5. What strategies can organisations implement to improve the success of digital transformation programmes?

Indicative thesis structure
The thesis will be organised into five chapters, providing a clear structure from the research background to the findings and conclusions.

Chapter 1: Introduction
This chapter introduces the research topic, business problem, research aim, objectives, questions, and significance of the study.
Chapter 2: Critical Literature Review
This chapter examines existing literature on digital transformation, employee productivity, and organisational performance. It discusses relevant theories, previous research, key challenges, and the research gap.
Chapter 3: Research Methodology
This chapter explains the research design, philosophy, approach, data collection methods, sampling strategy, ethical considerations, and reliability and validity.
Chapter 4: Research Findings and Discussion
This chapter presents and analyses the survey findings, examining the relationship between digital transformation, employee productivity, and organisational performance in relation to existing literature.
Chapter 5: Conclusion and Recommendations
This chapter summarises the findings, addresses the research objectives, discusses implications, provides recommendations, and identifies limitations and future research opportunities.

2 Critical Literature Review
2.1 Understanding Digital Transformation
Digital transformation can be defined as an approach whereby technological tools are integrated into organisational operations, models and processes to increase efficiency, effectiveness, and competitiveness. Current studies show that digital transformation is more than just embracing technology and that the process includes changes within an organisation, commitment of leaders, and adaptation by employees. It is clear from current findings that digital transformation is now a very important factor in the success of organisations. (Springer Link)

There are various opportunities and difficulties that SMEs face as far as digital transformation is concerned. The use of digital technology including artificial intelligence (AI), cloud computing, business analytics, and automation may increase productivity and support effective decision making in SMEs. However, SMEs lack sufficient financial capital, technological know-how, and skilled personnel for the successful adoption of digital technology. Studies have shown that the use of digital technology may be effective in improving performance. (Emerald)
2.2 Technology Acceptance Model (TAM)
One of the most commonly applied theories to explain technology adoption is the Technology Acceptance Model (TAM) proposed by Davis in 1989. This theory posits that adoption of technology will be high where the user finds the technology as both useful and easy to use. Modern studies have continued to employ TAM in digital transformation analysis especially among SMEs proving that perception of usefulness and ease of use play a critical role in influencing adoption of technology. (ResearchGate)

While TAM offers insight into how employees feel about adopting technology, this theory has been criticized for focusing more on individual adoption of technology and ignoring other contextual aspects that may affect digital transformation. For this reason, other theoretical approaches are needed to gain full insight into digital transformation strategies.
2.3 Resource-Based View (RBV)
The Resource-Based View (RBV) suggests that organisations achieve competitive advantage through valuable, rare, inimitable, and non-substitutable resources. Digital capabilities, technological infrastructure, employee knowledge, and data analytics capabilities can be viewed as strategic organisational resources that contribute to superior performance.
According to recent literature, SMEs that successfully develop digital capabilities are more likely to achieve enhanced productivity, innovation, and operational efficiency. Digital transformation enables firms to leverage internal resources more effectively, creating sustainable competitive advantages within dynamic business environments. However, organisations that lack sufficient technological expertise or employee competencies may struggle to realise the anticipated benefits. (businessperspectives.org)
3.4 Digital Transformation and Employee Productivity
Employee productivity is frequently identified as one of the primary outcomes of successful digital transformation. Digital technologies can automate repetitive tasks, improve communication, enhance collaboration, and facilitate access to real-time information. As a result, employees can focus on higher-value activities that contribute directly to organisational objectives.

Recent studies suggest that AI-powered systems and digital platforms can significantly reduce administrative workloads and improve operational efficiency. Organisations adopting digital technologies have reported improvements in workflow speed, employee engagement, and productivity. Furthermore, digital tools support remote and hybrid working arrangements, which have become increasingly important in contemporary workplaces. (The Guardian)
However, the literature also highlights several challenges. Employees may experience resistance to change, technological anxiety, and skill gaps when new systems are introduced. Without adequate training and organisational support, digital transformation initiatives may reduce productivity during implementation phases. Consequently, leadership support and continuous employee development are widely recognised as critical success factors. (MDPI)
3.5 Digital Transformation and Organisational Performance
Organisational performance refers to an organisation’s ability to achieve its strategic objectives efficiently and effectively. Existing research consistently reports a positive relationship between digital transformation and organisational performance. Digital technologies can improve operational efficiency, customer service quality, innovation capacity, and financial outcomes.
Several studies indicate that SMEs implementing digital transformation strategies experience enhanced business performance through improved information quality, process efficiency, and customer engagement. Furthermore, digital capabilities enable organisations to respond more rapidly to changing market conditions and customer expectations. (Science Gate)
However, the link between digital transformation and performance is not always an easy one. There have been some scholars who have pointed out that most digital transformation projects end up failing due to poor planning, lack of proper leadership, lack of involvement from employees, and lack of strategic alignment. Studies have indicated that many digital transformation projects often fail to meet their goals. (arXiv)
3.6 Research Gap
Although considerable research has examined digital transformation and organisational performance, much of the existing literature focuses on large organisations or specific industries. There remains limited research examining how digital transformation directly affects employee productivity and organisational performance simultaneously within UK SMEs. Additionally, many studies investigate technological adoption without adequately considering employee experiences and organisational readiness.
Therefore, this proposed study seeks to address this gap by exploring the relationship between digital transformation, employee productivity, and organisational performance within UK SMEs. The findings may contribute to both academic understanding and practical business decision-making by identifying factors that support successful digital transformation implementation.

4. Research Methodology and Research Design
4.1 Research Philosophy
Research philosophy refers to the beliefs and assumptions that guide the research process. This study will adopt a positivist research philosophy because it seeks to examine the relationship between digital transformation, employee productivity, and organisational performance through objective data collection and analysis. Positivism is appropriate for business research where measurable outcomes and observable patterns are investigated. The philosophy enables the researcher to collect quantifiable data and draw conclusions based on empirical evidence rather than subjective interpretations.
4.2 Research Approach
A deductive research approach will be employed in this study. The deductive approach begins with existing theories and concepts identified in the literature and tests them through data collection. This approach is suitable because the research is informed by established theories, including the Technology Acceptance Model (TAM) and the Resource-Based View (RBV). The study aims to evaluate whether the findings from previous research are applicable to UK SMEs in the context of digital transformation.
4.3 Research Strategy
The study will utilise a quantitative research strategy. Quantitative research enables the collection of numerical data that can be analysed statistically to identify relationships between variables. This approach is considered appropriate because the research seeks to measure employee perceptions regarding digital transformation and evaluate its impact on productivity and organisational performance. 
A survey method will be used as the primary research strategy. Surveys are widely used in business research because they allow data to be collected from a relatively large number of participants within a limited period. The method also provides consistency in data collection and facilitates comparative analysis.
4.4 Data Collection Methods
Primary data will be collected through a structured online questionnaire distributed to employees working within UK SMEs. The questionnaire will consist mainly of closed-ended questions using a five-point Likert scale ranging from “Strongly Disagree” to “Strongly Agree”. The questions will focus on employees’ experiences with digital technologies, perceived productivity improvements, organisational support, and the overall effectiveness of digital transformation initiatives.
Secondary data will be obtained from academic journals, industry reports, government publications, and professional business databases. These sources will provide contextual information and support the analysis of the primary data.

4.5 Sampling Strategy
The study will employ non-probability convenience sampling. Participants will be selected based on accessibility and willingness to participate. The target sample will consist of approximately 50 to 100 employees working in UK SMEs that have implemented digital transformation initiatives within the last five years.
Although convenience sampling may limit the generalisability of findings, it is considered appropriate given the time and resource constraints associated with this research project (Saunders  2019; Creswell & Creswell, 2018).
4.6 Ethical Considerations
Ethical principles will be observed throughout the research process. Participation will be entirely voluntary, and informed consent will be obtained from all participants before data collection begins. Participants will be informed of the purpose of the study and their right to withdraw at any stage without penalty.
Confidentiality and anonymity will be maintained by ensuring that personal information is not disclosed. All collected data will be stored securely and used solely for academic purposes in accordance with relevant data protection regulations.
4.7 Reliability and Validity
In order to increase reliability, the questions within the questionnaire shall be clear and consistent and be formulated around themes found in the literature review. It would also be possible to carry out a pilot test to highlight any uncertainties before launching the survey.
As for validity, it will be achieved if the questionnaire contains questions corresponding to the research aims and notions under investigation. In addition, reliance on relevant theories and academic literature can also contribute to the validity of the results obtained.

5. Expected Outcomes, Business Relevance and Conclusion
5.1 Expected Outcomes
This study is expected to demonstrate that digital transformation has a positive impact on employee productivity and organisational performance within UK SMEs. It is anticipated that organisations adopting digital technologies such as cloud computing, automation, artificial intelligence, and digital communication platforms will report improvements in operational efficiency, collaboration, and decision-making processes.
The findings are also expected to reveal that successful digital transformation depends on factors beyond technology adoption. Leadership support, employee training, organisational culture, and effective change management are likely to play significant roles in determining the success of digital transformation initiatives. Furthermore, the research may identify common challenges faced by SMEs, including financial constraints, resistance to change, and skills shortages.
5.2 Business Relevance
The study has significant practical value for business leaders, managers, and policymakers. Understanding how digital transformation influences productivity and performance can support more informed decision-making regarding technology investments and organisational development strategies.
For SME managers, the findings may provide guidance on how to implement digital transformation initiatives effectively while minimising operational risks. The study may also assist organisations in identifying the support mechanisms required to improve employee acceptance of new technologies and maximise return on investment.
From a policy perspective, the research may contribute to discussions regarding digital skills development and government support programmes designed to enhance SME competitiveness within the digital economy.

5.3 Conclusion
Digital transformation continues to reshape the modern business environment and has become a critical factor influencing organisational success. While digital technologies offer substantial opportunities for improving productivity and performance, successful implementation requires careful planning, employee engagement, and organisational readiness. This research proposes to investigate the impact of digital transformation on employee productivity and organisational performance in UK SMEs, providing insights that may contribute to both academic knowledge and practical business management.
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