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ABSTRACT: This paper evaluates the growing difficulty small business owners encounter as digital technologies and Al evolve
faster than many can adapt. A combination of interviews with five small business owners and secondary market analysis was
used to identify the main barriers keeping aging entrepreneurs away from digital transformation. The findings reveal substantial
gaps in digital literacy, widespread skepticism toward available digital tools, and differences in needs by industry. They also show
that although many business owners recognize the importance of adopting digital technologies, they often lack the resources,
guidance, or confidence to take meaningful action. Based on these insights, this paper proposes principles for designing accessible
digital transformation services for small businesses that are struggling to adapt to the fast-changing digital world. The research
contributes to understanding technology adoption in small business contexts and provides practical guidance for narrowing the

generational digital divide.
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B Introduction

The modern landscape of small businesses has fundamen-
tally transformed as digital technologies have evolved and
become a competitive necessity for any business in the mod-
ern age. Recent findings show that small and medium-sized
enterprises (SMEs) struggle to adopt digital tools at the pace
required to keep up with the market.! This digital adoption gap
has grown considerably in recent years. It is estimated that the
COVID-19 pandemic accelerated digital transformation time-
lines by five to seven years across most industries.? This forces
businesses that previously relied largely on word of mouth and
referrals to adapt to the modern industry, which depends on
search engine optimization, social media engagement, and on-
line customer reviews.

This challenge disproportionately affects older business
owners who started their businesses before the large-scale
adoption of digital systems and social media marketing.?
These entrepreneurs built successful businesses through tra-
ditional methods, emphasizing personal relationships, physical
storefronts, advertising, and community reputation. However,
consumer behavior has shifted fundamentally, with approx-
imately 97% of consumers now searching online for local
businesses,* and 88% of consumers claiming to trust online
reviews as much as personal recommendations.’ These chang-
es in consumer behavior make it so that businesses without
strong digital presences become invisible to large segments of
potential customers, regardless of their product quality or ser-
vice excellence.

Over 50 percent of U.S. small business owners are aged fif-
ty-five or older,® representing a substantial demographic that
is becoming vulnerable to displacement. This reality creates
an urgent policy and economic concern. Baby Boomer entre-
preneurs control an estimated $10 trillion in business assets,’

and their businesses employ millions of workers in communi-
ties nationwide. If these enterprises fail to compete digitally,
the consequences extend far beyond individual business losses.
This will have a large effect on employment, tax revenues, and
the economic strength of each community. This generation of
business owners possesses decades of professional expertise,
customer relationships, and valuable knowledge that risk being
lost if their enterprises cannot successfully transition to digital
business models.

The Technology Adoption Gap:

Analyzing the adoption of e-commerce among SMEs
outlines key barriers preventing the adoption of digital tools
among business owners. These barriers include low technolog-
ical literacy among business owners, resource constraints, and
resistance to change.® All of which have the greatest impact on
older business owners, thus driving a wedge between older and
younger entrepreneurs. This is partly because individuals who
did not grow up with digital technologies experience higher
cognitive load when learning new digital systems, leading to
increased frustration and lower adoption rates.’

To understand the current market, the development of Al
software and its different uses must be analyzed. Current Al
tools enable Al-powered marketing automation through the
use of Al to create templates, designs, and content schedules.
Al-powered website builders such as Lovable, Bolt, and Base
44 enable non-technical entrepreneurs to create fully function-
al and aesthetic websites. Customer relationship management
systems use Al to keep track of clients and follow up to en-
sure all leads are pursued and targeted efficiently and optimally.
Al-powered data analytics platforms specifically designed for
small businesses help to keep track of performance and high-
light areas to focus on for maximum results.’® These tools are
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becoming essential to the efficiency of every business in the
current market. Additionally, the Al consulting services market
was estimated at roughly $22.27 billion in 2025 and is expect-
ed to explode, with a compound annual growth rate of 35.8%,
to $257.60 billion by 2033." This growth will greatly benefit
large companies that have sufficient technology budgets and a
designated I'T staff. However, the small businesses, especially
those owned by aging entrepreneurs, are at a disadvantage in
that they lack the necessary knowledge and budget to adopt
these tools and therefore cannot benefit from the anticipated
market growth. A particular concern is the unique complexi-
ty of Al adoption faced by small businesses. While these Al
tools offer tremendous competitive advantages, such as allow-
ing personalized customer experiences, automating marketing
campaigns, predicting inventory levels, and basing decisions
on data, they add incredible layers of complexity to a busi-
ness. Many older business owners consider Al to be confusing,
unpredictable, or even threatening to personal relationships,
which are often the core of their business models.'? Service
providers who do not address these concerns cannot help these
businesses and thus cannot succeed in selling their services.

Broader Economic and Social Consequences:

Small businesses losing market share to digitally sophis-
ticated competitors will have consequences that will be felt
economically and socially. The loss of local small businesses
will result in the loss of employment opportunities, communi-
ty character, and alternatives to corporate retail chains.’ Small
businesses account for 44% of U.S. economic activity and
employ 47.1% of the private workforce,'* further proving the
scope of the problem. The decline of small businesses would
have a fundamental impact on the American economy and so-
ciety and would bring undesired consequences. From a market
competition perspective, the increase in consumer spending
toward large enterprises may reduce price competition and
consumer choice.® Large corporations possess advantages that
enable them to implement sophisticated digital marketing
operations, personalized customer experiences, and seamless
integration, giving them an unfair edge over local businesses.
Amazon, for example, employs thousands of engineers focused
on its continual development and improvement in line with
cutting-edge innovations. These investments are unreasonable
and impossible for individual small businesses.

There are also social and cultural implications to this shift in
market share as local businesses serve functions beyond sim-
ply selling items or providing services. They create gathering
places, make community events possible, provide first jobs
for young people, and contribute to neighborhood identity.'¢
The replacement of locally-owned businesses with national
chains reduces this community attachment and engagement.
Research shows that communities with more local businesses
demonstrate stronger community unity, friendship between
neighbors, and increased political participation.'” The dis-
placement of local businesses threatens not only the economy;,
but also the social fabric that binds communities together.

The Affordability Paradox:

The vast majority of small business owners understand the
importance and necessity of adopting online methods. One
major limiting factor keeping small businesses from adapt-
ing to digital methods is the cost. Approximately 66 percent
of small business owners allocate less than $1,000 annual-
ly towards marketing.'® This reveals a critical market failure:
business owners recognize the value of online marketing, but
cannot access solutions at reasonable prices. For businesses
with thin profit margins, spending thousands of dollars on un-
proven digital marketing services is an unreasonable financial
risk. Every dollar must be spent strategically with priorities
like inventory, payroll, and facilities, and other immediate
costs. When positioned in a place where they are forced to al-
locate money towards business necessities or digital marketing,
spending on marketing becomes difficult to justify. Many small
business owners also lack financial analysis capabilities, leading
them to default to minimal spending. This explains why so
many small businesses fall victim to marketing services that
make fake promises. The combination of limited marketing
budgets, low digital literacy, and an urgent need for presence
creates conditions of desperation, hence enabling exploitation.
To treat small businesses ethically, producers must do more
than offer products and services at an affordable cost; they
must earn trust through transparency, demonstrate results, and
enable business owners to make informed decisions.

Current Service Inadequacies:

Current providers attempting to address this issue, primarily
digital marketing agencies and freelancers, inadequately ad-
dress the needs of small businesses. Major agencies typically
charge $5,000-$30,000 for project-based work and $1,000—
$10,000 monthly for ongoing services."” These prices reflect
the agency's reliability; however, they are simply inaccessible
to the average small business. These small businesses, which
make $50,000-$250,000 in annual revenue, are the businesses
most vulnerable to digital displacement. The agency business
model optimizes for larger clients who generate substantial re-
curring revenue, making small business clients economically
unattractive despite their numerical prevalence.

Freelancers, while more affordable at $500-$5,000 per proj-
ect,” still exceed most small business marketing budgets. Also,
they do not cover all the needs of small business owners, leav-
ing various digital tasks still in their hands. Freelancer quality
varies, and small business owners lack the expertise to evaluate
technical competence before opting in to their services. They
are also unaware of what skills are necessary for their specific
task or project, making it difficult to choose a freelancer whose
abilities align with the business's needs. Small business owners
risk wasting limited budgets on ineffective services, reinforcing
their reluctance to invest in digital transformation.

Furthermore, many existing providers have not fully in-
tegrated emerging Al capabilities or communicated their
abilities in accessible terms for non-technical business own-
ers. The service provider landscape is split between traditional
agencies using established methods and technology-focused
startups emphasizing cutting-edge tools. Neither model serves
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aging small business owners optimally. Traditional agencies
may lack expertise in new Al-powered tools. Tech-heavy start-
ups, on the other hand, often communicate in jargon-heavy
language that alienates non-technical clients. There is also
a misalignment in the targets of these small businesses and
existing service providers. Providers often focus on techni-
cal metrics such as website traffic, social media engagement,
and click-through rates, while business owners care primarily
about bottom-line outcomes: customer acquisition, revenue

growth, and profitability.

Research Objectives and Significance:

This research addresses the following question: What bar-
riers prevent aging small business owners from effectively
adopting digital transformation tools, and what characteristics
should accessible digital services possess to address these barri-
ers? Through exploratory qualitative interviews supplemented
by market analysis, this study examines the various obstacles
facing older entrepreneurs. It then identifies the principles for
effective intervention strategies.

The significance of this study spans several areas. It adds
to existing research by documenting how generational differ-
ences in digital literacy affect small business competitiveness.
It also offers practical guidance for service providers working
with older entrepreneurs. In addition, the findings make the
case that supporting small businesses contributes to commu-
nity and economic development.

B Methods

Research Design:

This study used a variety of methods, combining semi-struc-
tured interviews with secondary market research and case
studies. In the absence of prior research into specific barriers
to digital transformation for aging small business owners, an
open-ended approach was appropriate to uncover themes and
inform areas of further investigation.?! The study did not test
one specific pre-defined hypothesis; it aimed to explore the
experiences, perceptions, and needs of participants regarding
digital business tools.

Data Collection:

Five small business owners were selected to represent a di-
verse range of experiences from diverse industries. Selection
criteria included: business ownership for at least five years,
relatively few employees (under 50), primary decision-making
authority over business operations, and willingness to discuss
technology use and personal challenges. The sample includ-
ed owners from retail (international supply chain), real estate
development, manufacturing (rug production, 40+ years of op-
eration), professional services (licensed psychologist), and real
estate investment. Ages ranged from 45 to 85 years, though
exact ages were not formally recorded.

Interview Protocol:

Semi-structured interviews were conducted via telephone
following proper protocols for educational research. Each
interview lasted 10-20 minutes. Before the interview, par-

ticipants were informed about the study's purpose, provided
verbal consent, and were assured of confidentiality. While the
interview duration was shorter than ideal for deeper research,
the format enabled a level of consistency across participants
while allowing flexibility for follow-up questions based on in-
dividual responses.

Table 1: Interview questions organized by focus area.

Question Focus Area

Do you currently use any online tools for your business? If so, which ones and
how do you use them?

Current adoption

Have there been moments where using technology for your business has made | Pain points
you frustrated or overwhelmed? Example?
What is the hardest part about keeping your business up to date with new Barriers

technology?

What specific things online do you believe you are missing out on? Awareness gaps

Observational
learning

What's something you saw other businesses doing that you considered but
didn't try? Why not?

If offered help impi Trust factors

to know in order to trust them?

ing your online what would you need

What is your goal in improving your digital presence? What would success look | Desired outcomes

like for you?

What are your views on the implementation of digital tools and Al in your
industry?

Industry context

Data Analysis:

Interviews were analyzed thematically, following Braun
and Clarke's six-phase framework.?? This systematic process
involves identifying areas of interest recurring between par-
ticipants, organizing these into broader thematic groups, and
refining those groups to reach clear, coherent, and distinguish-
able categories. Given the limited sample size (n = 5) for this
analysis, priority was placed on the most prominent and con-
sistently observed patterns.

Secondary Data Collection and Analysis:

Secondary sources provided context to the interview find-
ings and included industry reports on the size and growth of
the digital transformation market, survey data regarding small
business technology spending and attitudes, case studies pub-
lished on digital transformation efforts, and price lists from
providers of digital marketing services. Materials were selected
for their recency, credibility, and relevance to this study's focus.

Limitations:

There are several limitations regarding the generalizability
of the study. First, it is based on a small sample size (n=5),
which restricts the accuracy of the conclusions drawn. Second,
convenience sampling may be a source of selection bias toward
business owners who are already interested in digital issues
or have faced digital problems. Finally, the geographic focus
and industry distribution may or may not be representative
nationally. Future research with larger and more demograph-
ically diverse samples and longer interview protocols would
strengthen findings.

B Results and Discussion
Analysis of the interviews revealed three primary patterns
regarding small business owners' relationships with digital
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technology: (1) recognition of the importance of a strong
digital presence, despite describing challenges with implemen-
tation, (2) skepticism toward existing service providers, and (3)
variation in digital needs between industries based on the na-
ture of the business. These findings are presented below with
supporting evidence from the interviews and are compared
with secondary market data.

Theme 1: Acknowledged Importance with Implementation
Barriers:

All five participants expressed that, based on their own per-
sonal experiences, having a strong online presence is essential
for growth. Many participants also expressed personal strug-
gles with the implementation of online tools, some describing
having to rely on younger family members or employees for
assistance. This gap between recognition and implementation
was particularly noticeable among older participants. Partici-
pants identified several obstacles keeping them from adopting
new technology, including time constraints for learning new
systems, information overload from various options, fear of
implementing tools incorrectly, and a lack of technical skill.
These findings align with existing data, which documents
technology adoption barriers among older entrepreneurs,
including limited digital literacy, resistance to change, and per-
ceived lack of relevance.?

Theme 2: Skepticism Toward Current Service Providers:

When asked about experiences with or perceptions of mar-
keting agencies and digital service providers, participants were
often skeptical. Concerns largely involved cost, customization,
and measurability of current solutions. Another deterring fac-
tor for many participants was price, with the majority of them
categorizing current options as expensive. This perception
aligns with the industry pricing: marketing agencies typically
charge $5,000-$30,000 for project work and $1,000-$10,000
monthly for retainers.19 Participants also felt existing services
offered generic solutions rather than industry-specific strate-
gies. This suggests higher demand for providers with a specific
industry specialty rather than general approaches.

Several participants questioned how they would measure
return on investment when spending money on online mar-
keting. One owner described a negative experience with a
marketing agency that was selling clicks, explaining how he
did not see direct results based on these metrics. This indicates
that service providers should emphasize outcome-focused
metrics such as leads, conversions, and revenue, rather than in-
ternal metrics such as views and likes. Regarding trust, when
asked what they would need to know to trust a service provid-
er, many participants emphasized the importance of a strong
track record, including viewing past work.

Theme 3: Industry-Specific Variation in Digital Transfor-
mation Needs:

Comparing results across industries revealed important dis-
tinctions in a business’s digital priorities based on its customer
acquisition model. Businesses serving one-time or infrequent
customers (retail, manufacturing, real estate development) ex-

pressed a greater need for a strong digital presence than those
with recurring client relationships.

The psychologist, whose practice operates on long-term re-
lationships and a referral system, expressed how most clients
come through referrals from other therapists or other current
or former clients. This contrasts with the retail owner who
described the importance of a strong digital presence for at-
tracting customers and business partners. This pattern suggests
digital transformation services should prioritize businesses
requiring continuous new customer generation, such as retail,
services for new clients, and project-based work, and should
emphasize reach over engagement when developing content
marketing strategies. Established businesses with mature re-
ferral networks may have different needs than growth-stage
enterprises.

Table 2: Summary of interview themes and supporting evidence.

Theme Participant Evidence Interpretation

Acknowledged
importance with
implementation barriers

All 5 participants
awareness of digital importance; 3 of
5 rely on younger emp
for tech management

gap
dnven by time constraints, technical
ity, and i ion overload

Skepticism toward
current providers

Consistent concerns about cost (4/5),
customization (4/5), and
measurability (3/5)

Demand for affordable, industry-
specific, outcome-focused services

Industry-specific
variation

Businesses with recurring clients
(1/5) express lower urgency than
those requiring continuous acquisition
(4/5)

Digital transformation priorities vary
by business model; the highest need
among businesses is for ongoing
new customer generation

Secondary Market Findings:

Market research data supports and provides more context for
interview findings. The Al consulting services market demon-
strates substantial growth, valued at approximately $22.27
billion in 2025 and projected to reach $257.60 billion by
2033, representing a compound annual growth rate (CAGR)
of 35.8% (Figure 1).11 This exceptional growth indicates ex-
panding recognition of Al-driven digital transformation and
potentially increasing service availability. However, market
concentration among enterprise-focused providers suggests
small businesses remain underserved despite this expansion.

Dlgllal Transformation Consulting Market Size 2033

2024 2025 2026 2027 2028 2029 2030 2031 2032 2033

REPORT INSIGHTS

USD 77.52
BILLION

USD 245.59
BILLION

#ii CAGR
0=~ 13.67%

20242033

Figure 1: Global Al consulting services market size overview showing

historical data and forecast from 2023 to 2033, with a CAGR of 35.8% from
2025 to 2033. Source: Market Data Forecast Analysis.

Survey data confirms that 66% of small business owners
spend under $1,000 annually on marketing, yet 80% consider
online presence important for success.’ This contrast between
budget constraints and perceived importance validates inter-
view findings regarding affordability concerns.
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Research documents persistent disparities in digital tool
adoption between small businesses and larger enterprises.
Only 64% of small businesses maintain websites compared to
94% of larger companies,* and small businesses lag in social
media marketing, e-commerce integration, and data analytics
adoption.®

Studies of older entrepreneurs confirm that digital literacy
declines with age and that older business owners face unique
challenges in technology adoption, including reduced exposure
to emerging tools during formative career years.” However,
research also indicates a high willingness among older entre-
preneurs to adopt technology when appropriate support is
available.?”

Case Study Insights:

Analysis of various published case studies provides evidence
for effective approaches to digital transformation and the
related outcomes. An analysis of digital transformation ini-
tiatives for major brands illustrates the idea that personalized
customer experiences are what drive engagement and loyalty.?®

While these are large enterprises, the principle of customi-
zation rather than generic approaches applies across business
sizes and aligns with interview findings regarding demand for
tailored solutions.

Research into B2B content marketing trends found that
71% of B2B marketers consider content marketing increas-
ingly important.”” This would indicate that content creation
through blogging, social media, and educational content is a
good strategy regardless of industry, not just businesses that
sell directly to consumers. Other research on effective digi-
tal platforms identifies specific strategies to retain customers.
These include gamification, personalized recommendations,
and the simplification of user experiences.*® These are all
potential ideas that could be utilized to further improve a busi-
ness’s digital presence.

Interpretation of Findings:

This exploratory study identified significant barriers pre-
venting aging small business owners from effectively competing
in digitally mediated markets. The findings reveal a recogni-
tion-implementation paradox: business owners understand
digital presence's importance but lack resources, knowledge,
or confidence to act on this understanding. This gap creates
a market opportunity for accessible digital transformation
services while simultaneously highlighting the limitations of
existing provider models.

The skepticism toward current service providers document-
ed in this research reflects misalignment between available
services and small business needs. High-cost agency models
designed for larger companies with substantial marketing
budgets fail to attract businesses allocating less than $1,000
annually to marketing. The emphasis on vanity metrics (clicks,
impressions, followers) rather than business outcomes (leads,
conversions, revenue) suggests many providers optimize
for easily measurable indicators rather than client success.
The perceived lack of industry-specific customization indi-
cates providers may prioritize operational efficiency through

standardized offerings over effectiveness through tailored
strategies.

Industry-specific variation in digital transformation needs
represents an important distinction that must be taken into ac-
count when analyzing this industry. Businesses with recurring
revenue structures and mature referral networks require fun-
damentally different digital strategies than those that depend
on continuous new customer acquisition. This suggests suc-
cessful digital transformation services must conduct thorough
business model analysis before proposing solutions rather than
using a broader approach for all clients.

The reliance on younger family members or employees for
technology management among older business owners in-
dicates both a barrier and a problem. While delegation may
temporarily address immediate technological needs, it creates
concerns if key personnel leave and business owners are left
without help in situations they are not capable of managing.

Implications for Practice:

Based on these findings, effective digital transformation
services for small businesses should incorporate the following
design principles: affordability with pricing models align-
ing with small business marketing budgets (packages under
$1,000 for initial implementations, monthly retainers under
$500 for ongoing support); outcome orientation emphasiz-
ing business outcomes rather than technical metrics; industry
customization demonstrating understanding of specific indus-
try contexts; comprehensive support through "done-for-you"
models including initial setup, ongoing management, and
technical support; trust building through case studies, testimo-
nials, and trial periods; and Al integration explaining concrete
applications in accessible terms (Al-powered chatbots for cus-
tomer service, automated social media scheduling, predictive
analytics for inventory management, personalized email mar-
keting campaigns).

Theoretical Implications:

This research contributes to technology adoption literature
by documenting specific barriers facing aging entrepreneurs in
contexts of rapid technological change. The findings extend
diffusion of innovation theory® by illustrating how genera-
tional digital literacy gaps create adoption barriers even when
relative advantage is acknowledged. The recognition-imple-
mentation paradox documented here suggests that awareness
of innovation benefits is necessary but insufficient for adop-
tion when complexity, cost, and implementation support are
inadequate.

The industry-specific variation in digital transformation
needs contributes to contingency perspectives on technology
adoption, suggesting that business model characteristics (one-
time versus recurring customers, referral-dependent versus
marketing-dependent acquisition) moderate the value prop-
osition of digital tools. This implies that technology adoption
research should account for contextual business factors beyond
individual or organizational characteristics typically examined.

189

DOI: 10.36838/IJHSR811.185



ijhighschoolresearch.org

Limitations and Future Research:

This study's limitations suggest several directions for future
research. The small sample size (n=5), as well as bias, which
may have influenced the selection of interview participants,
limit the study’s generalizability. Future studies with larger,
more demographically representative samples across diverse
geographic markets would strengthen the themes and patterns
that would be found. The short length of the interviews (10-15
minutes) naturally limited how in-depth each interview could
be. Any follow-up work would be improved by longer inter-
views, or even better, more activity-based interviews in which
participants demonstrate their difficulties rather than simply
describing them.

The absence of quantitative data makes it really hard to pre-
cisely identify the exact effectiveness of digital transformation
efforts. Research studying businesses that received one or more
of the intervention services in comparison to others that did
not, and following them over time, might show which initia-
tives tend to be most successful and why certain attempts at
digital transformations fail.

Further research might investigate differences in rates of
technology adoption by age, determine best practices for par-
ticular industries, study the experiences and strategies of service
providers, monitor the entire implementation process of digital
tools, and find practical means of measuring success for small
businesses.

Policy Implications:

The implications of the digital divide between small and
large firms have potential consequences on policy, community
development, and economic equity. Policymakers interested in
supporting small business competitiveness may consider subsi-
dized technical assistance programs that provide consulting to
qualifying small businesses and digital literacy initiatives spe-
cifically designed for older entrepreneurs.

B Conclusion

This study examined barriers preventing aging small busi-
ness owners from effectively adopting digital transformation
tools necessary for competitive participation in modern mar-
kets. Through interviews and secondary analysis, the research
identified a recognition-implementation gap where business
owners acknowledge digital presence's importance but lack
resources, knowledge, or confidence to act. Current service pro-
viders inadequately address small business needs through high
costs, generic approaches, and emphasis on technical metrics
rather than business outcomes.

The findings suggest that to be effective, digital trans-
formation services must prioritize affordability, outcome
orientation, industry customization, comprehensive support,
and trust building. Variation across industries indicates that
business model characteristics, particularly customer acquisi-
tion patterns, should inform service design rather than applying
uniform approaches.

While this study's small sample size and open-ended nature
limit its credibility, the findings provide a foundation for future

research and practical guidance for service providers, business
owners, and policymakers. As digital technologies continue
evolving and potentially widening gaps between digitally so-
phisticated and digitally disadvantaged enterprises, addressing
small business adoption barriers becomes increasingly urgent
for maintaining competitive markets, community strength, and
economic opportunity.

The research question-what barriers prevent adoption, and
what characteristics address these barriers-has been partly
answered by specifying particular obstacles that include cost,
complexity, and trust deficits, and corresponding principles
of affordability, customization, and demonstration. However,
many questions about the effectiveness of the implementation,
scalability, and long-term outcomes of digital transformation
interventions remain. Larger samples, experimental designs,
and different approaches can extend these exploratory findings
toward evidence-based model development that supports small
business digital competitiveness.

Ultimately, the aim is not just the success of one or more
businesses but to ensure that diverse and competitive markets
will allow small enterprises to stand alongside large corpora-
tions. This necessitates an integrated response by the service
providers, business owners, industry associations, and policy-
makers if the digital divide is not to go too far.
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