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Building Resilient SMEs: A Multi-Level
Approach
by Prasanna Kumar Kukkamala and Nikolina Koporčić

Building resilience is a multi-faceted process requiring attention to individual-,
�rm-, and industry-level factors.
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Despite their signi�cant contributions to the economy, small and medium-sized

enterprises (SMEs) exhibit heightened susceptibility to crises and market disruptions.

This vulnerability stems from a constellation of factors, including restricted access to

capital, limited �nancial and managerial resources, reliance on a circumscribed customer

base, and inadequate preparedness for disruptive events.  We have recently witnessed

many upheavals with their devastating impact on SMEs, such as global �nancial, energy,

and supply chain crises, natural disasters, and wars, among others. For example, the

Covid-19 pandemic severely impacted SMEs around the globe.  According to the McKinsey

(2020) report, 70% of SMEs reported a decline in their revenues due to the pandemic.  The

Covid-19 crisis exposed and ampli�ed the chronic resource scarcity faced by SMEs,

particularly those operating in contexts marked by signi�cant institutional voids.

Furthermore, the growing awareness of environmental issues has exerted pressure on

businesses to prioritize sustainability and mitigate their environmental impact.  Moreover,

in�ation has ampli�ed the burden on SMEs by decreasing the buying ability of customers.

However, the limited academic attention to SME crisis response leaves practitioners with a

crucial knowledge gap when navigating turbulent times.
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As a part of our research project that explores different crises and their impact on SMEs,

we investigated strategic responses to build the resilience of UK SMEs during different

turbulent times. These �rms comprised micro enterprises, small enterprises, and

medium-sized enterprises. The study revealed different factors and attributes that impact

the resilience of the �rms. We have categorized these factors as individual-level, �rm-level,

and industry-level factors, based on their origin of emergence. Inspired by these insights, a

comprehensive model was developed to understand the emergence of resilience and its
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multi-level drivers. This framework encompasses three key dimensions, each with distinct

elements contributing to strategic responses. This framework seeks to empower business

owners and policy makers to consider the multi-level factors that shape the emergence of

resilience, ultimately helping them build more resilient SMEs.

KEY POINTS

SMEs are especially vulnerable to crises due to their limited resources and lack

of preparedness.

We present a holistic model of multi-level factors that helped UK SMEs create

resilience during turbulent times.

Resilience emerges from a combination of individual-, �rm-, and industry-level

factors.

Crises that impacted UK SMEs
In our study of 153 UK SMEs, conducted at the beginning of 2023, the results showed that

medium-sized enterprises were the Covid-19 pandemic’s biggest casualty, with a

whopping 60.8% suffering negative consequences (see Figure 1). Nearly half of micro-

enterprises (49%) also struggled, while small enterprises weathered the storm relatively

better, with 35% reporting negative impacts. While in�ation impacted businesses of all

sizes in the UK, the effect was most pronounced on micro-enterprises, with 20.7%

reporting negative impacts, compared to 18.5% of small and 15.2% of medium-sized

businesses. The impact of the energy crisis on businesses varied by size, with micro and

small enterprises experiencing slightly higher rates of disruption compared to medium-

sized enterprises. However, the overall impact across all sizes remained relatively low (see

Figure 1). The �nancial crisis’s impact on businesses varied by size, with 3.7% of micro-

enterprises, 7.4% of small enterprises, and 6.5% of medium-sized enterprises reporting

some degree of negative impact. Despite a widespread skills shortage, only a small

percentage of businesses across all sizes reported feeling its effects. Micro-enterprises



(5.6%), small enterprises (7.4%), and medium-sized enterprises (2.1%) were all minimally

impacted. Similarly, the impact of Brexit appears to be quite limited, with micro-

enterprises (3.7%), small businesses (7.4%), and medium-sized enterprises (2.1%)

reporting the lowest percentages. 

Overall, the data shows that the Covid-19 pandemic, in�ation, and the skills shortage had

the most signi�cant impact on SMEs of all sizes, while Brexit, the energy crisis, and the

�nancial crisis have had a relatively small impact.

Figure 1: Impact of different crises on UK SMEs (2023)

Factors navigating the crisis
After presenting the crises that impacted UK SMEs, we focus on different factors that

companies used to successfully navigate the turbulent times.

Responses from micro-enterprises:

We have identi�ed several key factors contributing to the success of micro-enterprises in

the UK. Flexibility in business operations and customer targeting were found to be critical

factors during crisis times. For instance, price optimization was used to help smooth cash



�ow into the �rm. Some �rms adopted this strategy by lowering prices to achieve

consistent cash �ow even at the cost of lower, albeit temporary, pro�t margins. Focusing on

customer service rather than solely on product selling increases customer loyalty and

attracts new clientele. Moreover, strong leadership characteristics, such as commitment

and determination, have proved to be key drivers of the resilience of micro-enterprises

during challenging times. Some �rms highlighted the role of skilled personnel and

collaborative partnerships with other �rms in accessing valuable knowledge and

resources. A �rm’s positive reputation was identi�ed as an important factor in attracting

both customers and investors. Finally, some �rms declare that a well-de�ned and effective

strategy is a foundation for long-term business success.

Responses from small enterprises:

In the face of economic adversity, several small �rms have demonstrated remarkable

resilience, highlighting their unwavering commitment to continuity. Some managers

highlighted strong characteristic features such as perseverance, which persistently helped

them to navigate the crisis and run the business smoothly. Due to restrictions on

movement and business operations during the Covid-19 pandemic, some �rms adopted

digital marketing tools, such as social media, to reach broader customer segments and

establish strong customer relationships. Moreover, small �rms emphasized that cost-

control measures have had a positive effect on business success. Some �rms attribute the

resilience to their smaller size and their focus on debt avoidance, which shields them from

the detrimental effects of �nancial crises. In addition, a strong customer base, built on a

steadfast commitment to customer satisfaction, has provided a solid foundation during

challenging times. Finally, �rms’ cultural dimensions, such as team spirit, their

commitment to treating employees as family, supportive work environments, and

encouraging creative thinking in employees, have played a signi�cant role in their ability

to weather the storms. 

Responses from medium-sized enterprises:

Medium-sized �rms emphasized the crucial roles of teamwork and adaptability to

emerging technologies, including remote work, in navigating the turbulent business

landscape. The ability to pivot swiftly and act decisively was also identi�ed as a key factor



in overcoming the challenges posed by the Covid-19 pandemic. Some �rms highlighted the

bene�t of dedicated and loyal employees who consistently support the organization during

demanding times and play a signi�cant part in the company’s survival and success. Few

�rms navigated the �nancial risk with the help of regional government support and

business contracts. 

In summary, we identi�ed rapid decision making, dedicated staff engagement, and

innovative solutions as the cornerstones of success during these unprecedented times.

Building Resilient SMEs: A Multi-level
Approach 
Based on the research data, we have created a holistic model for building resilient SMEs

(see Figure 2) because navigating turbulent times requires more than just weathering the

storm. The framework presented next outlines a holistic approach to building business

resilience by focusing on three key levels and their factors.

Individual Level: Foundation for Business Resilience

The foundation of organizational resilience is based on a leadership style that values

entrepreneurial qualities. This involves taking calculated risks with initiative, engaging

decisively if needed, and maintaining a positive attitude during times of dif�culty. These

qualities enable �rms to navigate the crisis by fostering adaptability and resourcefulness.

Moreover, fostering a culture of support within the organization serves as a crucial means

of stimulating the resilience process. Firms can achieve this by implementing employee-

centric practices and support systems. Many �rms adopted this strategy during the Covid-

19 pandemic, which helped them to increase employee loyalty and trust.

Firm Level: Strategic Agility for Survival

The ability to navigate dynamic business environments through resilience and

adaptability is a fundamental prerequisite for �rm survival. Our research demonstrates

that organizational sustainability is signi�cantly in�uenced by a �rm’s capacity to



strategically navigate periods of crisis. In addition, a crisis preparedness plan can

contribute to minimizing crisis impact and facilitating rapid recovery. Furthermore, the

study highlights the importance of business continuity plans equipped with prevention

and recovery systems against potential threats, which can help to create operational

resilience. Adapting to evolving market needs can be achieved through strategic business

model change, such as swift customer segmentation. Emerging from the Covid-19

pandemic, �exible work arrangements were found to mitigate employee stress and

enhance productivity. Moreover, SMEs can mitigate the risk of �nancial dif�culties by

implementing ef�cient cost-control strategies. Strategic agility is further strengthened by

embracing innovation and digitalization. Firms can mitigate crisis impact and create

customer value through service and product innovation, creating a competitive advantage.

Fostering an innovation culture was identi�ed as a key factor in enhancing organizational

resilience. Additionally, digitalization and the creation of an online presence facilitate

reaching broader customer segments and unlocking new revenue models. Moreover, the

results suggest that the development of a collaborative network among diverse

stakeholders within a value chain can promote knowledge diffusion and resource pooling

and can enhance organizational preparedness and responsiveness during crisis times.

Finally, establishing an ef�cient team equipped to respond rapidly to crises and adapt to

change through targeted training programs strengthens overall organizational

preparedness.

Figure 2: A holistic model on the representation of factors at different levels of SME

resilience



Industry Level: Collective Strength and Support

Industry-level factors, such as business reputation, government support, and uniqueness

of products and services can help �rms strengthen their resilience. A positive business

reputation can signi�cantly draw in and retain stakeholders (investors, customers, and

partners) during crisis times. Additionally, government support in the form of grants, tax

bene�ts, training programs, and resource access can signi�cantly bolster SME resilience.

Such measures can alleviate �nancial constraints, enhance operational capabilities, and

foster innovation. Furthermore, the distinctiveness of SMEs’ product or service offerings



(i.e., product or service differentiation) serves as a critical strategy for establishing a

sustainable competitive advantage and differentiating themselves from competitors. This

unique value proposition can attract and retain a loyal customer base, even during

economic downturns, by offering solutions that are not readily available in the market. 

To sum up, this proposed multi-layered framework (Figure 2) emphasizes the complex

network of interconnected factors that contribute to an organization’s ability to become

resilient in crisis times. At the individual level, the drive and resourcefulness of people lay

a crucial foundation for business resilience. This is strengthened by the ability of

companies to adjust and prosper in crisis times, providing strategic agility for survival.

Finally, the collective strength and support of the industry ecosystem fosters a robust

environment that contributes to business continuity and sustained growth in crisis times.

Insights for Practitioners
Our �ndings indicate that on the individual level, managers should pay speci�c attention

to not only their own but also their team members’ personal characteristics, as well as

their culture because these features will have an in�uence on the success of their business

during times of crisis.

Action plans involving individual characteristics:

Embrace authenticity, creativity, and determination: Encourage individual expression,

out-of-the-box thinking, and unwavering resolve in your team. This fosters

adaptability and resourcefulness, which are crucial for navigating turbulent times.

Lead with integrity and commitment: Management should be a role model of honesty

and dedication and inspire a shared sense of purpose within a team. Clearly

communicate the organization’s vision and values. This fosters a sense of purpose

and shared responsibility, motivating individuals to surmount the challenges they

face.

Nurture perseverance and tenacity: Create an environment that values resilience and the

ability to overcome setbacks. Motivate individuals to push through dif�culties and

achieve goals despite adversity.



Action plans involving culture:

Spark creativity and innovation: Create an environment that values new ideas and

experimentation. This allows the organization to adapt to changing circumstances

and develop innovative solutions to crisis-related challenges.

Empower expertise and knowledge sharing: Recognize and leverage the skills and

knowledge of team members through collaborative work practices. This enhances

organizational decision making and response capabilities during crises.

Implement �exible work arrangements: Offer �exible work schedules and remote work

options. This empowers employees to manage their work–life balance, reducing

stress, improving job satisfaction, and ultimately enhancing productivity and

engagement during challenging times.

On the �rm level, managers should focus on the factors that will in�uence organizational

preparedness for crisis. Effective crisis response hinges on the capabilities, skills, and

strategic actions that pre-exist within an organization. We categorize these �rm-level

factors into four key areas:

Building crucial competencies:

Innovation: Foster a culture of innovation to create a competitive advantage and

navigate dynamic markets.

Strong online presence: Build a robust online presence to connect with customers and

stakeholders, especially when of�ine communication is challenged by crises. 

Digitalization: Leverage technology to enhance adaptability to business change and

reach broader customer segments.

Mobilize resources:

Human resources: Assemble crisis response teams with expertise and clear roles to

create a crisis preparedness strategy.

Financial resources: Ensure adequate resources for crisis management and recovery.

Expert knowledge: Access and utilize internal or external expertise for business

transformation during recovery.



Relationships: Cultivate strong and loyal customer relationships for support during

challenging times.

Embrace strategic adaptability:

Business continuity plans: Develop and regularly test plans for business disruptions to

help your �rm respond quickly to the real disruption.

Business transformation: Change or adopt business operation and marketing strategies

to meet changing market conditions.

Customer focus: Tailor strategies to speci�c customer segments and prioritize their

ful�lment.

Cost control: Implement measures to optimize resources and ensure �nancial stability.

Foster collaborative networks:

Business partnerships: Build alliances and networks with other businesses for

knowledge sharing and support during crises.

Supplier relationships: Closely collaborate with suppliers to secure a reliable supply

chain, optimized costs, and timely information on challenges in the supply chain.

Finally, in terms of industry-level factors, our �ndings indicate that unique products and

services, business reputation, and governmental support all play a crucial role in shaping

the resilience of a business during crisis times. 

The uniqueness of products and services:

Differentiate your products and/or services to stand out from competitors, especially

in times of crisis.

Reputation capital:

Build and nurture trust: Focus on quality, reliability, and ethical practices in business

operations because that can enhance trust among customers and create a good

reputation in the market.



Engage stakeholders: Maintain transparent communication with customers,

employees, investors, and other crucial stakeholders. 

Government support:

Proactively seek support: Access governmental support in terms of mentorship and

�nancial support. Other kinds of support, such as research grants, loans, tax breaks,

and training programs offered by government agencies, can help SMEs overcome the

impact of the crisis.

Summary of actionable insights for building
resilient SMEs:

1. Focus on individual-, �rm-, and industry-level factors: As presented earlier in the

text, we highlighted the importance of a multi-level approach to resilience. 

2. Develop effective crisis management strategies: Leverage the identi�ed resilience

factors to create proactive plans so that mitigating and recovering from crises are

assured.

3. Embrace the holistic model: Use it as a roadmap to assess the current resilience and

identify areas for improvement.  
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