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Abstract

Small and medium-sized enterprises (SMEs) are pivotal to economic growth, yet many struggle
to navigate the ongoing wave of digital transformation. This paper provides an analytical
overview of management strategies that enable SMEs to thrive in the digital era. The authors
outline the opportunities digital technologies offer to SMEs — such as operational efficiencies,
access to new markets, and resilience gains—alongside the challenges these firms face, including
limited resources, skill gaps, and resistance to change. Drawing on recent literature (2019-2024),
the authors identify critical factors for successful SME digital transformation and propose a
structured approach for managers. Key strategies include developing a clear digital transformation
roadmap aligned with business goals, investing in employee digital skills and a pro-innovation
culture, leveraging external support (partnerships, platforms, and government initiatives), and
fostering agility through continuous improvement and adaptation. This structured approach,
grounded in dynamic capabilities theory, helps SMEs overcome resource constraints and
uncertainty to achieve sustainable competitive advantage in the digital age. The findings offer
practical guidance for SME managers and contribute to the academic discourse on how small
businesses can effectively manage digital transformation in an ever-evolving technological

landscape.
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1. Introduction

Digital transformation refers to the process of fundamentally rethinking business models and
operations by leveraging digital technologies. It goes beyond mere digitization of analog
processes; instead, it involves integrating technologies to create new value and transform the way
an organization delivers that value. In recent years, digital transformation has emerged as both an

opportunity and a necessity for firms of all sizes. For SMEs — which account for a significant
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share of employment and innovation worldwide — embracing digital transformation is crucial to
stay competitive and resilient. However, SMEs often lag behind larger enterprises in this domain.
They face unique constraints in adopting advanced digital tools due to their smaller scale and
resource limitations. The smaller the firm, the less likely it is to adopt new digital practices
beyond basic usages, which widens the “digital gap” between SMEs and large firms as
technologies become more sophisticated. On the other hand, SMEs that do embark on digital
transformation can reap substantial benefits, such as improved efficiency, access to broader

markets, and enhanced capacity for innovation.

The COVID-19 pandemic dramatically underscored the importance of digital readiness. During
lockdowns and disruptions, many SMEs accelerated their use of online platforms and digital
solutions to survive. Early evidence from global surveys indicates that up to 70% of SMEs
intensified their digital technology usage as a direct response to COVID-19. This rapid digital
transformation helped firms maintain operations and even discover new business models,
prompting what has been called a “great acceleration” of digital transformation in the SME sector.
Many of these changes are likely to endure, as both businesses and customers have recognized the

efficiency gains and new opportunities enabled by digital tools.

At the same time, digital transformation poses non-trivial challenges for SMEs. Common
barriers include insufficient infrastructure (e.g. lack of broadband connectivity), high initial costs
and financing gaps, scarcity of digital skills, and uncertainty about return on investment.
Organizational factors such as lack of a clear strategy and resistance to change also hinder
progress. Managers of SMEs may be unsure how to formulate and execute a digital strategy under
tight budgets and with limited expertise. Moreover, the heterogeneity among SMEs — in terms of
size, sector, and capabilities — means a one-size-fits-all approach is ineffective. There is a need for
tailored frameworks that outline how various factors (technology, human capital, organizational

culture, external environment) interlink to drive successful digital transformation.

Recent research has begun to fill this need by proposing models and identifying critical success
factors. For example, Ben Slimane et al. (2022) conducted a systematic literature review and
developed an integrative framework of SME digital transformation factors. Similarly, frameworks
like the four-level model by Garzoni et al. (2020) emphasize sequential stages from digital
awareness to full transformation. These studies stress that effective digital transformation in
SMEs requires both strategic planning and organizational capabilities. Managers must not only
invest in technology but also foster the skills and flexibility needed to utilize it (often
conceptualized as developing dynamic capabilities). However, scholarly work linking all these
dimensions in practical terms remains limited (Kim & Jin, 2024). This article aims to contribute
to this area by synthesizing recent insights into a coherent set of management strategies for SME
digital transformation, in line with the DHSS journal’s focus on development in humanities and
social sciences.

In the following sections, we first discuss the opportunities and challenges that digital
transformation presents to SMEs (Section 2). We then propose key management strategies and
best practices to facilitate SME digital transformation (Section 3), drawing on contemporary

academic findings. Finally, we conclude with implications for SME managers and suggestions for
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future research (Section 4). All discussions are supported by recent (2019-2024) English-

language academic sources to ensure an up-to-date and evidence-based perspective.

2. Opportunities and Challenges in SME Digital Transformation

Digital transformation can significantly benefit SMEs by enhancing their efficiency, innovation,
and market reach. By adopting digital tools, SMEs are able to streamline operations and reduce
costs, as routine tasks become automated and processes optimized. For instance, cloud computing
and software-as-a-service solutions allow small businesses to use sophisticated IT capabilities on
a pay-per-use basis without heavy upfront investments, leveling the playing field with larger
competitors. Digital technologies also open new market opportunities: SMEs can engage in e-
commerce to reach customers beyond their local region and use social media or online
marketplaces to expand their visibility. A study by Costa and Castro (2021) found that moving
business operations online (such as adopting e-commerce) served as an “escape hatch” for SME
survivability during the pandemic, helping firms remain resilient by accessing broader customer
bases. Furthermore, digital platforms facilitate better collaboration and innovation. Even small
firms can coordinate with distributed teams and partners across geographic distances using digital
communication tools. This ability has been linked to higher innovation and performance; for
example, SMEs that leverage big data analytics and social media show increased innovation
capacity and improved performance outcomes. Digital transformation can also bolster
organizational resilience. Research indicates that firms investing in digital capabilities were more
adaptable and could recover faster during crises like COVID-19. Browder et al. (2024) describe

3

how digital transformation “upgrades” a firm’s adaptive capacity, making it more resilient to
disruptions. In summary, when successfully implemented, digital transformation allows SMEs to
operate more efficiently, innovate continuously, and buffer against external shocks, thereby

improving their long-term competitiveness and sustainability.

Despite these opportunities, SMEs encounter a range of challenges on the path to digital
transformation. A fundamental hurdle is the resource constraint typical of smaller firms. Limited
financial capital and IT infrastructure can make it difficult to invest in new technologies or hire
specialized staff. High initial costs (e.g. for setting up advanced systems or purchasing software
licenses) and uncertain returns create financial risk that many SME owners are hesitant to bear. In
fact, access to financing for digital projects is a noted gap, as SMEs often lack the collateral or
internal funds and may not qualify for large loans or grants easily. Another critical challenge is
the digital skills gap. SMEs frequently report a deficiency in employees’ technical skills and a
lack of in-house digital expertise. Unlike large firms, an SME might not have a dedicated IT
department; thus, the burden of understanding and implementing new technologies falls on a
small management team or the owner, who may not have sufficient digital literacy. Recent studies
highlight that internal skills gaps and a lack of a “digital mindset” are major impediments to
adopting advanced tools like data analytics or enterprise software. Employee resistance to change
is closely related: staff may fear that automation and new systems could threaten their jobs or
radically alter familiar routines, leading to reluctance or even active pushback against digital

initiatives. Such cultural resistance, often stemming from insufficient digital awareness, can derail
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transformation efforts if not proactively managed. Additionally, many SMEs do not have a clear
digital strategy or roadmap. They may adopt technologies in an ad-hoc manner (for example,
creating a website or social media page) without an overarching plan for integration into business
processes. This lack of strategic direction can result in wasted investments or fragmented systems
that fail to deliver expected benefits. Indeed, Pfister and Lehmann (2023) note that SME
managers often struggle to measure the return on investment (ROI) of digital tools, which
contributes to skepticism and hesitant adoption. Moreover, external barriers exist, such as
infrastructural and ecosystem challenges. In some regions, SMEs still suffer from poor broadband
internet availability or low interoperability of digital systems, limiting what technologies can be
used effectively. There are also concerns about cybersecurity and data privacy — SMEs typically
have lower cybersecurity maturity and can be more vulnerable to digital threats. Many small
businesses underestimate these risks; yet as they pursue digital transformation, they face increased
exposure to cyberattacks, which can be devastating given their limited resources to respond. Fear
of such threats, and uncertainty about legal responsibilities (e.g. data protection compliance), can

make SME owners cautious about digital transformation.

Overall, the challenges SMEs face in digital transformation are multifaceted, involving internal
resource and capability gaps as well as external constraints. Table 1 summarizes some of the key
challenges identified in recent studies and outlines strategic responses that SMEs can adopt to
address them. Recognizing these challenges is a prerequisite to formulating effective management
strategies, which we will discuss in Section 3.

As Table 1 indicates, many challenges can be mitigated through thoughtful management
actions. For example, while SMEs inherently have fewer resources, they can compensate by
utilizing flexible, pay-per-use technologies and tapping into external support systems (such as
government programs or industry partnerships) designed to aid small businesses in their digital
transformation efforts. Skill deficiencies can be addressed by nurturing talent internally and
bringing in expertise from outside. Cultural resistance can be overcome by strong internal
communication and demonstrating quick wins of digital adoption to skeptics. Not having a
strategy is a challenge entirely within an SME’s control to fix — by dedicating time to planning
and setting clear objectives, even a resource-constrained firm can create a roadmap that guides
incremental progress. Finally, proactively managing digital risks (even with limited means) is
crucial; basic cyber-hygiene and cautious use of technology go a long way in preventing incidents

that could undermine trust in digital systems.

In the next section, we build on these insights to lay out management strategies for SMEs to
navigate digital transformation successfully. These strategies are framed to be practical and
actionable, targeting the challenges above and leveraging the opportunities digital technologies
offer. We integrate concepts from recent research such as dynamic capabilities, which highlight
the importance of agility and continuous learning for SMEs in turbulent environments. By
adopting these strategies, SME managers can create an environment where digital transformation

initiatives are more likely to succeed and deliver sustainable competitive advantages.
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Table 1. Challenges and Strategic Responses in SME Digital Transformation

Challenge Strategic Response

Limited resources (financial and IT | Leverage affordable cloud services and scalable solutions
infrastructure) (reducing upfront IT costs); seek government digitalization grants

or partner with larger firms to share resources.

Digital skill gaps in workforce Invest in employee training and upskilling programs; recruit tech-
savvy talent or engage external IT consultants to support
implementation of complex digital tools.

Resistance to change and lack of | Cultivate a pro-digital culture through strong leadership and
digital mindset change management; clearly communicate the benefits of digital
tools, involve employees in the process, and provide incentives

for adoption.

Absence of a clear digital strategy Develop a formal digital transformation roadmap aligned with
business goals; set incremental milestones and KPIs to guide
implementation and measure ROI, adjusting the strategy based on

feedback (adaptive planning).

Cybersecurity and data privacy | Implement basic cybersecurity measures (firewalls, anti-malware,
concerns data backups) and staff training on digital hygiene; use trusted,
certified platforms and consider obtaining cybersecurity
insurance or certifications to build stakeholder trust.

3. Management Strategies for SME Digital Transformation

Successfully managing digital transformation in an SME requires a holistic approach that
combines strategic planning, organizational development, and agile execution. Rather than a one-
off project, digital transformation should be viewed as an ongoing, cyclical process of
improvement. Managers need to guide their firms through iterative phases: building awareness
and knowledge, planning and prioritizing investments, implementing digital solutions, and
continuously refining and updating their approach. This section presents several key strategies
derived from recent studies and practical experiences, organized into four broad areas: (1)
establishing a digital transformation roadmap, (2) building digital capabilities (skills and culture),
(3) leveraging external resources and partnerships, and (4) fostering agility and continuous
improvement. These areas correspond to the interrelated elements that many scholars consider
crucial for SME digital transformation. For instance, a recent framework by Kahveci (2025)
proposes that SMEs progress through stages of Digital Awareness, Digital Strategy and Roadmap,
Digital Adoption and Implementation, and Digital Transformation Continuous Improvement in a
cyclic manner. This underscores that transformation is not linear — SMEs must loop through
learning and adapting continuously to truly embed digital change.
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Figure 1. Cyclical SME Digital Transformation Process

A conceptual framework illustrating a cyclical SME digital transformation process with four
interrelated stages: building digital awareness, formulating a digital strategy and roadmap,
adopting and implementing digital solutions, and pursuing continuous improvement. This cycle
emphasizes that SME digital transformation is an iterative journey requiring ongoing learning and

adaptation, rather than a one-time effort.

As shown in Figure 1, effective SME digital transformation involves a repeating cycle of
planning, action, and evaluation. In the subsections below, we delve into each major strategic area
and provide recommendations, supported by current research. These strategies aim to help SME
managers overcome the challenges identified earlier (Section 2) and capitalize on the benefits of
digital technology in a structured way.

3.1. Develop a Clear Digital Transformation Roadmap

The first cornerstone of managing digital transformation is to formulate a clear strategy and
roadmap. Many SMEs fail to progress in their digital initiatives due to ad-hoc or piecemeal efforts
that lack alignment with their overall business goals. Therefore, owners and managers should
begin by defining a digital vision for the company — i.e., how they see digital tools enhancing
their value proposition or operations in the long term. This vision can then be translated into a
concrete plan or roadmap.

3.1.1. Assess the Current State

Evaluate the firm’s existing processes, technology usage, and digital maturity. Identify pain

points or inefficiencies in the business that digital solutions could address (for example, slow

36



Accounting, Marketing, and Organization, 2025, 1(2), 31-47 - -
https://doi.org/10.71204/aegpvn80 Cscrorar

manual inventory tracking, limited sales channels, etc.). Tools like digital maturity models or

audits can help pinpoint areas of need.
3.1.2. Set Goals and Priorities

Clearly outline what the SME aims to achieve through digital transformation. Goals might
include increasing sales by reaching new online markets, improving customer satisfaction via data
analytics, or reducing costs through process automation. Prioritize these objectives based on
potential impact and feasibility. It’s often recommended to start with some “quick wins” — small

projects that demonstrate value — to build momentum and buy-in within the organization.
3.1.3. Define Initiatives and Timeline

For each goal, define specific digital initiatives or projects. For instance, if the goal is to expand
market reach, an initiative might be to launch an e-commerce platform or digital marketing
campaign. Set a realistic timeline and milestones for these initiatives. A phased approach is
prudent for SMEs: implement changes incrementally rather than attempting a massive overhaul
all at once. This reduces risk and allows learning along the way.

3.1.4. Align with Business Strategy and Budget

Ensure the digital roadmap is integrated with the broader business strategy. Digital
transformation should support the overall mission and competitive strategy of the SME, not exist
in a vacuum. It’s also crucial to create a budget for digital initiatives, accounting for costs of
hardware, software subscriptions, training, and possibly hiring. Given resource constraints, SME
managers might allocate a certain percentage of revenue or investment funds annually to digital
projects, and seek external funding where available (loans, grants, innovation vouchers, etc.).

3.1.5. Include KPIs and Monitoring

Establish key performance indicators (KPIs) to track progress and outcomes of digital
initiatives. These could be metrics like percentage of sales online, improvement in process time,
customer engagement levels, or financial metrics like return on digital investment. Regularly
monitoring these KPIs allows the SME to adjust its roadmap. As Pfister and Lehmann (2023)
highlight, measuring the ROI of digital technology helps justify the efforts and guides decision-

making on continuing or pivoting strategies.

A well-crafted digital roadmap serves as a blueprint for transformation. It provides direction
and helps coordinate efforts across the company. Research has shown that SMEs with formal
digital strategies tend to perform better in their transformation efforts. For example, a recent study
of SMEs in Palestine demonstrated that applying strategic planning principles to digital
transformation (guided by dynamic capabilities) significantly improved readiness and outcomes.
The roadmap should be revisited periodically (e.g., annually) and updated as needed, since
technology and market conditions evolve rapidly. In summary, planning is half the battle: by
knowing where they want to go and how to get there, SME managers can allocate resources
wisely and avoid aimless experimentation. This strategic foundation also makes it easier to
communicate the purpose of digital initiatives to employees and other stakeholders, which is

essential for gaining their support (as discussed next).
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3.2. Build Digital Capabilities: Skills, Culture, and Leadership

Digital transformation is as much about people and culture as it is about technology. SMEs
need to build internal capabilities — particularly human skills and an organizational culture
conducive to innovation — to fully leverage new digital tools. This strategy area encompasses
developing employees’ digital skills (digital literacy), fostering a supportive culture, and strong
leadership commitment.

Invest in employee training and digital literacy: One of the striking challenges for SMEs is the
lack of in-house digital expertise. Addressing this starts with assessing the current skill levels of
staff and determining what skills are needed for planned digital initiatives. Managers should
invest in training programs to upskill employees, ranging from basic digital literacy (e.g. using
office productivity software, understanding data security practices) to more advanced
competencies (like data analytics, digital marketing, or e-commerce management) relevant to the
business. Training can be done through workshops, online courses, or peer learning sessions.
Importantly, training should not be a one-time event; continuous learning must be encouraged. As
part of building digital literacy, awareness is key — employees need to understand not just how to
use specific tools, but also the broader benefits of digital transformation for the company and their
own work. Studies define digital literacy broadly as the ability to effectively use digital resources
to solve problems, create new knowledge, and communicate, coupled with an attitude open to
change. By raising digital literacy, SMEs empower their workforce to embrace new systems
rather than fear them. For example, Hasyim and Bakri (2024) note that providing employees with
proper training and involving them in digital adoption can significantly reduce resistance and
build a sense of ownership in the change process. In some cases, SMEs may also consider hiring
new talent or consultants for critical skill gaps. Bringing in an IT specialist or a digital marketing
expert, even on a part-time or contract basis, can accelerate the learning curve and ensure proper

implementation of complex technologies.

Foster a pro-digital organizational culture: Technical skills alone are not sufficient; the
organizational mindset must also evolve. SME leaders should work to create a culture that values
innovation, experimentation, and continuous improvement. This involves encouraging employees
to suggest and pilot new ideas, and not punishing failures that are part of the learning process.
Communication from management should consistently reinforce the message that digital
transformation is a strategic priority for the company’s future, not just a fad. One effective
practice is to share success stories (even small ones) internally — for instance, if adopting a new
software reduced manual work and errors in order processing, celebrate that win and quantify the
improvement. This helps skeptical team members see tangible benefits. According to change
management principles, involving employees in the transformation (such as through cross-
functional teams to implement a new system) can increase buy-in and reduce fear of the unknown.
Also, addressing employee concerns — for example, by clarifying that automation will free them
for higher-value tasks rather than eliminate their jobs — is crucial. Leadership plays a central role
here: SME owners and managers must lead by example, demonstrating openness to learning new
technologies themselves and using data in decision-making. A recent study by Gyamerah et al.

(2025) found that strong leadership and a clear digital strategy together create a favorable context
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for SME digital transformation, as leadership drives the development of digital capabilities and
aligns them with business strategy. In practice, this means leaders should champion digital
initiatives, allocate time and resources to them, and remain patient yet persistent through the
inevitable challenges.

Promote agility and teamwork: A cultural aspect particularly beneficial to digital
transformation is organizational agility — the ability to rapidly adapt and respond to changes. By
promoting agile ways of working (such as small, multi-skilled teams, short development cycles,
and frequent feedback loops), SMEs can implement and iterate digital solutions faster. For
example, instead of a long, rigid IT project, an SME might break it into smaller phases, test each
phase, and adjust the next phase based on lessons learned. This agile mindset should be cultivated
across the company. Employees at all levels ought to feel comfortable with change and
uncertainty, viewing them as opportunities to learn. Bai, Um & Lee (2023) emphasize that firm
agility has a strategic role in translating IT capability into performance gains, especially under
disruptive conditions like the COVID-19 outbreak. Agile SMEs were better able to pivot to new
digital business models or processes when the environment suddenly shifted. Thus, agility is both

a cultural and a procedural asset.

In sum, building digital capabilities in an SME means investing in people — through training,
cultural change, and visionary leadership. This human-centric approach addresses the soft
challenges (skills deficits, resistance) that often impede technology adoption. An SME with a
knowledgeable, motivated, and adaptable workforce is far more likely to succeed in its digital
transformation efforts. Such a workforce will not only implement new systems effectively but
also help in identifying the right technologies and innovating new solutions that management

alone might not envision.
3.3. Leverage External Support and Partnerships

SMEs do not have to navigate digital transformation alone. An important strategy is to leverage
external resources, partnerships, and support networks to compensate for internal limitations.
Because SMEs generally have fewer in-house capabilities, tapping into the broader ecosystem can
provide access to technology, knowledge, and financing that would otherwise be out of reach.

One avenue is participating in government and institutional programs aimed at SME
digitalization. In many countries, public agencies and industry associations offer training, funding,
or advisory services for SMEs to adopt new technologies. Examples include government grants or
subsidies for purchasing IT equipment, tax incentives for research and development, and free or
subsidized workshops on e-commerce, cybersecurity, etc. OECD (2021) notes that enabling SME
digitalization has become a top policy priority, leading to a mix of initiatives such as awareness
campaigns, one-stop digital resource centers, and innovation hubs to support small businesses.
SME managers should actively seek out these opportunities. Even something as simple as
attending a government-sponsored digital training can spark new ideas and connect the firm to
useful contacts. Additionally, SMEs can utilize external consultants or technology providers for
expertise. Engaging a consultant to help craft a digital strategy or implement a complex system

(like an ERP or data analytics platform) can ensure the job is done right and transfer knowledge to
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the internal team. Many tech providers have special programs or pricing for SMEs, and some

incubators or universities run digital clinics for local businesses.

Another powerful approach is forming partnerships and networks with other companies. SMEs
can collaborate with both peers and larger companies to mutual benefit. For instance, an SME
might partner with a tech startup to pilot an innovative solution in its business, giving the SME
early access to cutting-edge tech and the startup a real-world testbed. Or small manufacturers
might form a consortium to jointly invest in a digital platform that none could afford individually.
Partnering with large firms in the value chain (such as suppliers or customers) can also drive
digital uptake — sometimes large corporations offer their SME suppliers digital tools or require
electronic data interchange, indirectly pulling SMEs into the digital realm. Research by Appio et
al. (2024) highlights the value of open innovation at the digital frontier: SMEs that collaborate
externally can overcome resource constraints and access new knowledge, but they must navigate
certain paradoxes (like sharing knowledge vs. protecting their IP). The general finding is that
openness — engaging with external partners, whether through formal partnerships, participating in
innovation ecosystems, or even informal peer networks — correlates with better digital
transformation outcomes for SMEs. Through collaboration, SMEs can learn best practices, avoid
common pitfalls, and perhaps even influence the development of technologies to better suit their

needs.

Utilizing digital platforms and marketplaces is another external strategy that has become
essential. By joining established e-commerce marketplaces (for selling products) or B2B
platforms (for sourcing and distribution), SMEs can digitalize significant parts of their operations
with relatively low effort. These platforms often provide built-in tools for payments, logistics, and
customer relationship management, which can jump-start an SME’s digital presence. For example,
an SME retailer that sets up shop on a major e-commerce site immediately gains exposure to a
large customer base and can use the platform’s analytics to gather insights, instead of building an
independent online store from scratch. Similarly, embracing social media and third-party online
marketing channels allows SMEs to leverage the vast infrastructure of tech companies to reach
customers. Fauzi and Sheng (2022) argue that the broader institutional environment — including
normative pressures and support systems — plays a role in how SMEs digitalize. In some
developing contexts, for instance, SMEs accelerate digital adoption when there is an ecosystem of
micro-entrepreneurs doing business on social media platforms, which creates a network effect and

learning by example.

Finally, SMEs should be mindful of external trends and emerging technologies that could
impact their industry. Keeping informed through trade publications, conferences, or academic-
industry collaborations can help a small firm anticipate changes (like the rise of artificial
intelligence or Internet of Things in their sector) and prepare accordingly. While an SME might
not have a dedicated R&D department, it can still experiment on a small scale with emerging tech
by partnering with universities or participating in pilot programs offered by tech firms. For
example, some SMEs have partnered with local universities to test Al-driven production
scheduling or to explore blockchain for supply chain transparency, gaining early mover

advantages.
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In summary, the message for SME managers is: don’t go it alone. By reaching outward, they
can unlock resources and knowledge far beyond their internal means. Whether through
government support, alliances with other firms, or integration into digital ecosystems, leveraging
external support helps SMEs overcome limitations in expertise, scale, and capital. It also situates
the SME within a community of practice, which can be invaluable for morale and problem-
solving — managers often find it encouraging and enlightening to learn how peers tackled similar
digital challenges.

3.4. Foster Agility, Continuous Improvement, and Dynamic Capabilities

The final strategic pillar is cultivating the ability to adapt and continuously improve in the
digital transformation journey. As technologies and markets evolve rapidly, especially in today’s
environment, SMEs must remain flexible and ready to adjust their digital strategies. This agility is
underpinned by what scholars call dynamic capabilities — the firm’s capacity to sense
opportunities or threats, seize them by reconfiguring resources, and transform itself accordingly.
Building such capabilities ensures that digital transformation is not a one-off initiative, but an
ongoing process where the SME keeps upgrading its tools and approaches to sustain competitive

advantage.
Several practices contribute to continuous improvement:

Implement projects in iterative cycles: Instead of treating each digital investment as a fixed
endpoint, SMEs should approach them in iterative cycles (much like the Plan-Do-Check-Act
cycle). For example, after deploying a new customer relationship management (CRM) software,
the team should monitor how it’s used, collect feedback from employees, measure impacts (like
improved sales tracking or customer retention), and then refine the system configuration or
provide additional training as needed. This iterative mindset aligns with agile project management
and ensures that technologies are actually delivering value and being adopted properly. One
useful technique is running small experiments or pilot programs before full-scale implementation.
An SME can pilot an e-commerce site with a subset of products or trial a new manufacturing loT
sensor on one production line, then evaluate results before scaling up. These experiments provide
learning opportunities with contained risk.

Measure and communicate quick wins: Quick wins are the small improvements gained early on,
which should be measured (as per the KPIs in the roadmap) and celebrated. For instance, if an
automation tool reduces order processing time by 30%, managers should publicize this internally
(and even externally in marketing, if relevant). Communicating such wins reinforces the positive
feedback loop: it shows employees that the effort is worthwhile and shows management that the
transformation is yielding returns, which in turn builds support to continue investing. Measuring
outcomes rigorously also helps in refining strategies — by analyzing which initiatives worked well
and which did not, SMEs can make data-driven decisions about their next steps. This practice
resonates with Pfister & Lehmann’s (2023) emphasis on ROI: tracking the benefits of digital
initiatives allows SMEs to allocate resources to the most impactful areas and address issues where

expected returns are not realized.
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Embed a learning culture and resilience: Dynamic capabilities essentially boil down to learning
and adaptation. SMEs should create mechanisms for organizational learning regarding digital
transformation. This could mean regular debrief meetings after implementing a tech project (to
capture lessons learned), documenting best practices, or having employees who attend external
training share their knowledge with the rest of the team. Over time, these learning processes make
the organization more adept at handling change. The concept of resilience is also relevant — the
ability to absorb shocks and come out stronger. Annarelli and Palombi (2021) propose that
developing digitalization capabilities contributes to cyber-resilience, allowing firms to sustain
operations and quickly recover in the face of disruptions or cyber incidents. By planning for
contingencies (e.g., having data backups, alternative suppliers, flexible work arrangements) and
practicing how to respond to digital risks, SMEs can ensure that their increasing reliance on
digital technologies does not expose them to catastrophic failures. The COVID-19 period was a
clear test: those SMEs that had digital channels and flexible processes in place could pivot (for
example, switching to online sales or remote work) far more easily than those starting from
scratch. Thus, agility and continuous improvement directly tie into being resilient against future

crises.

Develop strategic flexibility and sensing: On a more strategic level, SME managers should
continuously scan the environment for new digital trends, changing customer behaviors, and
competitor moves. This external sensing is part of dynamic capability — being alert to signals that
might necessitate a change in strategy. For instance, if a new online marketplace is rapidly
gaining popularity among the SME’s target consumers, it might be wise to establish a presence
there early. If a competitor launches a successful mobile app for service delivery, the SME should
evaluate if a similar move is needed to keep up. Strategic flexibility also means not getting locked
into rigid systems or contracts that limit future adaptability. SMEs might prefer modular
technologies and scalable solutions that can grow or change with the business. For example, using
cloud-based software on monthly subscriptions can be more flexible than investing in an
expensive on-premise system that might become outdated; the SME can switch or upgrade tools
as better options emerge.

Feedback and customer-centric adaptation: Continuous improvement should be strongly
informed by feedback, especially from customers. SMEs have the advantage of often being closer
to their customers than large corporations, so they can solicit and act on feedback more nimbly.
Using digital tools (surveys, social media engagement, data analytics on customer behavior), an
SME can learn what customers value or where they encounter friction. Adaptation might then
involve tweaking the SME’s digital offerings, user experience, or even adding new digital
services that customers demand. In the digital age, customer expectations evolve quickly — for
example, expectations for 24/7 availability or seamless online service. SMEs need to iterate their
approaches to meet these expectations, which often means integrating new features or channels
over time. Keeping a customer-centric focus ensures that digital transformation efforts translate

into actual business value (better customer acquisition, satisfaction, and retention).

By fostering an agile, learning-oriented environment, SMEs essentially future-proof their

digital transformation. They move away from a static mindset (“we installed a new system, we’re
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done”) to a dynamic mindset (“we’re always improving our digital capabilities”). El Idrissi et al.
(2023) show that this kind of dynamic capability — blending flexibility, adaptability, and agility —
is vital for organizations to weather turbulent times and seize opportunities that arise from change.
Moreover, this approach helps SMEs maintain competitive advantage. As technology cycles
shorten and business environments become more volatile, the winners are often not those with the
deepest pockets, but those who can learn and pivot the fastest. In fact, digital transformation itself
can be seen as a continuous capability: the ability to keep transforming as new digital possibilities
emerge. SMEs that internalize this principle will not only catch up to larger firms, but potentially

leapfrog and innovate in ways that create new markets and value.

To illustrate, consider a small retail business that embarked on digital transformation by setting
up an online store and adopting a point-of-sale analytics system. If the management follows the
strategies above, they would periodically review the online store’s performance, gather customer
feedback, and perhaps discover that most customers are now using mobile devices. An agile
response would be to optimize their website for mobile or develop a simple shopping app. They
might also observe data showing certain products are selling nationally beyond their local region
— prompting them to adjust inventory and marketing to serve that broader market. All the while,
they train their staff to handle online customer inquiries and invest in a cybersecurity checkup to
protect the growing e-commerce revenue. This hypothetical SME would be practicing continuous
improvement and strategic agility, thereby staying ahead of the curve and reinforcing the gains

from their initial digital investments.

In conclusion, fostering agility and continuous improvement ensures that an SME’s digital
transformation remains effective and relevant over time. It operationalizes the idea that
transformation is not a destination but a journey. By continuously sensing, learning, and adapting,
SMEs can sustain the momentum of change and drive ongoing performance improvements long
after the first wave of digital tools has been implemented. This is the essence of developing
dynamic capabilities for the digital age — something that is increasingly seen as the key to long-
term success for businesses of all sizes.

4. Conclusion

Digital transformation offers both tremendous opportunities and daunting challenges for small
and medium-sized enterprises. In this article, we have examined how SMEs can strategize and
manage their digital transformation journey to harness benefits such as improved efficiency,
innovation, market expansion, and resilience. Through an analysis of recent academic literature
(2019-2024) and practical examples, several key themes emerged. First, planning and strategy are
critical — SMEs should develop clear digital roadmaps aligned with their business objectives,
rather than adopting technology for technology’s sake. A well-defined strategy helps in
prioritizing initiatives and allocating scarce resources effectively. Second, the human factor is
paramount: building digital capabilities within the organization (upskilling employees, fostering a
supportive culture, and ensuring leadership commitment) lays the groundwork for any

technological change to take root. Third, SMEs should actively leverage external networks and
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supports, from government programs to partnerships and digital platforms, to compensate for
their limited internal resources. This external orientation allows small firms to punch above their
weight by accessing new knowledge, infrastructure, and funding. Fourth, and perhaps most
importantly, is adopting an agile and continuous improvement approach. The digital landscape is
continuously evolving, and SMEs that inculcate dynamic capabilities — the ability to sense
changes, seize new opportunities, and reconfigure their operations — will be better positioned to
sustain competitive advantages. Continuous learning and adaptation mean that digital

transformation in an SME is not a one-time project but an ongoing management practice.

Notably, many of the strategies discussed reinforce each other. For instance, having a clear
strategy (Section 3.1) makes it easier to engage external partners (Section 3.3) because the SME
can articulate its needs, and it helps define what skills to train employees in (Section 3.2).
Building a pro-digital culture internally encourages staff to make the most of external learning
opportunities and to participate in continuous improvement loops. Agile experimentation on a
small scale can inform larger strategic decisions. In essence, successful SME digital
transformation requires a balanced, integrative approach covering technology, people, and

Processes.

From a scholarly perspective, this article contributes to understanding SME digital
transformation by collating recent findings into a cohesive framework. We ensured to include
diverse academic sources — from international journal studies to OECD reports — to capture a
broad view of the current state of knowledge. At least 15 references from the last five years were
incorporated to ground each point in evidence. One limitation of our discussion is that specific
industry contexts could not be exhaustively addressed; the relevance of certain strategies may
vary for, say, a manufacturing SME versus a service-oriented SME. Future research could delve
deeper into industry-specific digital transformation roadmaps or examine case studies of SMEs
that have successfully undergone transformation, to extract more nuanced lessons. Additionally,
as new technologies like artificial intelligence, blockchain, and advanced robotics become more
accessible, examining how SMEs can adopt these frontier technologies will be a valuable
extension. Early indications suggest that even small firms can benefit from Al for customer
service or data analytics, provided they follow many of the strategies outlined (skills training,
external partnerships, etc.). Thus, the principles discussed here are likely to remain pertinent as

the digital era progresses.

For SME managers and practitioners, the key takeaway is that digital transformation is
manageable and achievable with the right strategies, even under the typical constraints of a
smaller enterprise. By being deliberate in planning, investing in their people, reaching out for help,
and staying adaptable, SMEs can turn digital disruption into a source of competitive strength.
Importantly, digital transformation should be seen not just as adopting new tech tools, but as an
organizational evolution — a chance to rethink how the business creates value in the modern
economy. SMEs often have advantages of agility, closer customer relationships, and less
bureaucracy compared to larger firms; these advantages can be leveraged to implement changes
faster and more closely tailored to customer needs. Cases from the literature show that SMEs that

embraced digital transformation often discover new opportunities: from traditional local
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businesses finding global niche markets online, to manufacturers using data to offer value-added
services, to small firms collaborating through digital platforms to take on larger projects
collectively.

In closing, management strategies play a decisive role in whether an SME’s digital
transformation will flounder or flourish. Technology itself, while important, is only one piece of
the puzzle. Visionary yet pragmatic leadership, an engaged and capable workforce, and strategic
use of external linkages are the ingredients that truly drive transformation success. SMEs that
integrate these elements stand to not only survive in the era of digital disruption but to innovate
and thrive, contributing dynamically to economic and social development. The era of digital
transformation is here to stay, and with sound management strategies, even the smallest of
enterprises can be part of this digital future.
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