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[bookmark: _45tqjzg9a5e5]Flexible and more affordable CRM apps look to capture the vast SME market
CRM platforms are software tools for managing customer lifecycles—from lead generation to marketing, sales, and aftersales customer service. They mainly support the sales process and help internal and external coordination and communication between a company and its customers. The market for regular CRM platforms became the largest enterprise software market by revenue in 2017 and was valued at USD 69.3 billion as of 2020, with the top five companies holding 35.6% of the market share, led by Salesforce (market share of 19.5%), followed by Oracle (4.4%) and SAP (5.2%). According to Gartner, by 2022, the worldwide CRM market was estimated to have grown to USD 96.3 billion (14% YoY growth).

CRM platforms for SMEs form a subsegment of the larger CRM market and cater to smaller companies (often defined as having less than 500 employees). SMEs often steer away from traditional enterprise CRM software due to reasons such as cost and difficulty of use due to complexity. These SME-focused CRM platforms (SME CRMs) offered mostly by relatively small vendors are differentiated by their affordability and wide range of free features, focusing on essentials such as interaction tracking, prospect tracking, contact management, pipeline management, email and calendar integrations, basic customization, and simplicity. Some SME CRM vendors focus on providing automation tools in the operational areas of sales, marketing, and after-sales service for customer interaction-heavy SMEs (e.g., Keap, Copper), while some provide tools to analyze customer data to generate actionable insights (e.g., Pipedrive, Insightly). For SMEs with multiple offices, departments, and stakeholders with a greater requirement of data transparency and accessibility, some SME CRM platforms offer solutions to analyze customer interactions to proactively identify issues and collect, organize, and share valuable customer data across multiple teams within the company (e.g., Podium, Weave).
SME CRM penetration for SMEs stands at around 44% versus around 91% for regular CRMs for all enterprises with more than 10 employees. While bigger players such as Salesforce and Freshworks have tried entering the SME market (e.g., Salesforce launched SME-focused Salesforce Essentials in March 2018 and Salesforce Easy in August 2022, while Freshworks launched Freshstack, a CRM suite for startups in November 2021), smaller CRM vendors tend to lead this market, being more attuned with SMEs’ requirements and demands.
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Rising Adoption of Digital Tools, Increase in Social Media Marketing and Online Customer Engagement Facilitate the Use of CRMs for SMEs

SMEs' increasing adoption of digital tools spurs CRM usage: According to a study by the US Chamber of Commerce, more than 93% of small businesses operating in the US in 2022 used at least one type of digital tool, either for communication, internal management, logistics, sales management, or a combination of these. The drive to go digital is driven partly by the positive correlation between business performance and the level of digitalization (for example, digitized SMEs recorded annual sales growth rates four times higher than non-digitized firms). According to the same study, 85% of small businesses reported that digital tools helped them start their businesses, while 94% reported that it had improved the efficiency of their businesses. Further, 77% of SME owners already use digital tools for personal use, including for social media and ecommerce. SMEs’ growing digital know-how has allowed the adoption of more sophisticated digital tools such as CRM platforms. 
[bookmark: _bbwmgtfdp]Impact of technology on business
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Social media marketing and online customer engagement enable SME CRM growth: As of 2020, around 91% of all small businesses have invested in digital marketing, with 37% identifying social media marketing as the most successful strategy. Within digital marketing, websites and social media are the most popular categories—51% and 49% of all SMEs use them to engage with customers, respectively. Social media marketing has gained prominence mainly due to its low cost (it has the lowest cost per impression), instant transmission, measurability, and extensive reach. Social media also plays an important role in connecting customers to vendors—customers prefer to learn about products through articles and customer feedback. This ecosystem, with SMEs and customers linked to social media, has been a fertile ground for the emergence of CRM platforms focused on SMEs and social media (e.g., Podium, which runs a customer interaction management platform targeting SMEs).
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Websites and social media the leading digital marketing channels for SMEs (2020)
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[bookmark: _mcz3z0wxk132]Driving Factors
[bookmark: _l0f3bfk1bvi4]1. CRM’s inherent benefits are a key driver, supported by SME numbers and business owners’ overlap of professional and personal life
The underlying benefits of adopting CRM solutions are well known. These benefits include improvements in customer satisfaction and customer retention, higher sales, and reduced marketing and related costs. Overall, the average return on investment (ROI) of implementing a CRM solution is estimated to be between USD 5.60 to USD 8.71 for every dollar spent. More recently, SME-focused startups including Pipedrive, Vcita, and Nimble introduced workflow automation features to their platforms, while Capsule and Copper integrated their solutions with other software, such as marketing and productivity tools, to drive further cost efficiencies and extend the use case of CRM platforms. As a result of these benefits, CRM software now forms one of the largest segments in the enterprise software market. They apply equally to SMEs and are a key driver of the adoption of CRM systems among SMEs.


[bookmark: _iqhyrfp6eqy9]2. SME-focused CRM provides an affordable solution to cash-strapped sole proprietors
Among the nation’s 32.5 million SMEs, 82% are non-employer businesses. Their small size and limited resources dictate the type of digital tools they tend to seek for client management and interactions: cheap/free and easy to use.
 
SME CRM solutions usually apply the software-as-a-service (SaaS) model, offering more affordable options where businesses can choose the package that best reflects their size and requirements. Similar to many other SaaS models, some operators, including HubSpot and Insightly, operate on a “freemium” model, where a core service with limited features is offered for free with paid add-on services such as higher contact storage, customized branding, integrations, and analytics and reporting. 

Among the SME CRM solutions featured in this report, the majority of them are priced below USD 30 a month, offering a viable option for small businesses on limited budgets.
[bookmark: _jpa816vuw6ih]Pricing plans can differ by app
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[bookmark: _pp3xzvjfxx08]3. Overlap of personal and professional contacts on social media hinder business relationship management and obscure opportunities
Social media networks such as Facebook, Instagram, LinkedIn, and Twitter are extensively used for both personal and professional purposes. Most SME owners, being sole proprietors, find business/recruitment opportunities through the connections they develop with mutual friends.

That said, mutual connections can vary from one social network to another, and users’ contacts are also frequently duplicated across the many platforms they use.

SME CRM apps help avoid duplication and integrate all contacts and related information in one app. In effect, tracking contacts, finding mutual connections, and identifying business opportunities are made much easier.  
[bookmark: _a7pbmirqwrvd]Social media extensively used for both personal and professional purposes (2017)
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[bookmark: _kzdg3mm3kfnl]Risks to Growth
[bookmark: _p7r4z1b0x5mk]1. CRMs viewed as something “nice to have”
Apart from SME CRM, a plethora of SaaS-based software solutions have emerged, including Marketing Automation, Sales Engagement Platforms, Remote Work Tools, Remote Work Infrastructure, and Content Creation Tools that provide solutions for key functions of modern businesses of all sizes. While all these solutions provide a range of benefits, given their limited budgets, small businesses face tough choices in deciding what digital solutions are most essential for their business operations. According to the US Chamber of Commerce, small business owners use three platforms on average, where the most popular solutions include social media accounts, accounting software, and marketing platforms. Meanwhile, CRM tools are ranked lower, with only 26% of those surveyed using them. In addition, based on the level of funding raised, the number of startup activities, and estimated market sizes, it is evident that solutions to aid marketing, sales, and remote work solutions have gained more interest compared with CRM solutions. Hence, it is likely that CRMs are viewed as a less essential tool for small businesses, and, in the face of financial stress, the propensity for businesses to discontinue the services is greater.
[bookmark: _z2e8x283e6j]Technologies used by US small businesses (2022)
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[bookmark: _4wnw5lc16zfn]2. SMEs choosing free apps over paid ones
Most SME CRM apps require paid subscriptions that start from ~USD 12 per month. However, apps such as HubSpot, Womply CRM, and Insightly offer free basic plans with extensive storage capacity (e.g., up to 1,000 contacts). As a result of SME CRM providers adding advanced features such as workflow automation, in-built calling, and customizable reporting to its free versions, some SMEs may choose not to subscribe to paid versions.
[bookmark: _fpjsr8nf75ud]3. Data privacy and tech backlash could hinder SME CRM growth
A 2021 survey revealed that 46% of the respondents in the Americas, Europe, and the Asia Pacific felt that they are unable to effectively protect their data. Given that these CRM apps extract contacts and other personal data from users’ phones and email accounts (e.g., G Suite), concerns abound about breaches of consumer privacy. Due to the enactment of regulations such as the General Data Protection Regulation (GDPR) in the EU and the California Consumer Privacy Act (CCPA), several restrictions have been imposed concerning handling customer data for marketing and reselling purposes. This can diminish the value of certain features offered by these CRMs. For example, marketing strategies such as bulk emails, which are facilitated by some CRMs, may no longer be as attractive for companies due to additional regulatory requirements like consumer consent for email communication. Providers such as HubSpot have adjusted to help CRM users remain compliant with new regulations by introducing features such as tools to obtain permissions from consumers and remove unnecessary cookies.
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Feature

Examples

SME CRM

HubSpot, Podium, Keap, Copper,
Pipedrive, Insightly, Womply CRM,
Nimble, Salesforce Essentials

Enterprise CRM

Salesforce, Microsoft Dynamics,
Oracle NetSuite, Adobe Marketing
Cloud

Pricing (per user/month)

Complexity

Technology

Usability

Customization

Automation

Vendor customer support

Social media integration

Ranges from free to USD 25

Focuses on essential features

Mostly cloud-based or mobile app

Downloadable app that can be set up
off the shelf

Basic customization, with some apps
tailored specifically to certain
industries

Basic automation for data entry,
customer emails, and follow-up
messages; e.g. G Suite integration

Popular SME CRMs have customer
support teams to smooth the learning
curve and resolve technical issues
quickly

Some CRMs offer these with basic
integration features

Source: Compiled by SPEEDA Edge based on various materials

Ranges from USD 40 to USD 400

Robust solution for larger companies
to track merchandising, logistics, and
accounting

LAN-based, cloud-based, or mobile
app

Configuration and set up are usually
complicated and time-consuming;
learning curve is also steep

Advanced customization and flexibility

Full automation

Not required, as large companies
usually have their own IT departments
to solve technical issues

Included




image3.png
Strongly agree Somewhat agree

Technology platforms have helped my business to compete with larger companies

| am optimistic that technology will help my business grow in the future

Technology platforms have helped my business handle supply chain difficulties

Technology platforms have helped my business limit cost increases that would have been passed onto consumers

Based on a survey of US small businesses

Source: US Chamber of Commerce based on an analysis conducted by Teneo
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Source: Scope of Digital Marketing: 2021 Small Business Trends, Visual Objects
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Starting Pricing plan

App Free version (USD/month/per user)
HubSpot Yes 30
Womply CRM Yes 69
Keap No 15
Nimble No 25
Pipedrive No 10
Insightly Yes 29
Copper No 25
Salesforce - Salesforce Easy No 25
Freshworks - Freshstack No 19
Microsoft 365 Dynamics - Sales No 70

Source: Compiled by SPEEDA Edge based on various materials
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Social media accounts 66%
Accounting software 56%
Marketing platforms 41%
Point of sales tools 36%
Productivity tools 36%
Inventory management tools 30%
CRM tools 26%

Third-party delivery

13%

Lending and cashflow management
platforms

None of these 7%

Source: US Chamber of Commerce
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