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firms, key factors influencing strategy formation, and the
challenges SMEs face. Conceptual and theoretical
frameworks — including resource-based views, dynamic
capabilities, and effectuation — are analyzed to understand
how small businesses formulate strategy. The paper
incorporates relevant statistical data and case examples
(with a focus on Uzbekistan and international contexts) to
illustrate current trends, such as digital transformation
and innovation in SME strategy. Modern strategic
planning methods and tools are reviewed, and the
influence of internal resources, external environment, and
institutional support on SME strategy is explored. The
article concludes with strategic recommendations to
enhance small business development, emphasizing formal
planning, innovation, capacity building, and supportive
policy measures for sustainable SME growth.
Introduction
Small businesses are widely recognized as vital engines of economic growth, comprising
the vast majority of enterprises worldwide|[1]. Globally, small and medium enterprises (SMEs)
account for over 90% of all businesses and more than half of global employment[1]. In
emerging economies, formal SMEs contribute around 40% of GDP on average, a share that
rises further when including informal microenterprises|2]. This significant economic role is
equally evident at the national level. For example, in Uzbekistan, SMEs (also referred to as
MSMEs) represent over 90% of all businesses, contribute approximately 55% of the country’s
GDP, and employ about 75% of the workforce[3]. Such figures underscore the critical
importance of small business development for job creation, income generation, and broader
economic well-being.
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Despite their importance, small enterprises often struggle with forming and
implementing effective development strategies. They operate in highly dynamic and uncertain
environments, facing intense competition and rapid market changes with far fewer resources
than large corporations. Across the globe, a new wave of entrepreneurs is reshaping business
landscapes - from tech start-ups to family-run manufacturing firms - often supported by
reforms and programs aimed at improving access to finance, easing regulatory burdens, and
fostering business growth[4]. Yet, the path to sustainable growth for small businesses is
fraught with challenges. The hardest part for many entrepreneurs is identifying a viable
market need and securing adequate funding to execute their vision[5]. These challenges
highlight the need for robust strategic planning approaches tailored to the scale and context
of small enterprises.

This article explores conceptual approaches to forming small business development
strategies by drawing on both theory and practice. It first reviews relevant conceptual and
theoretical frameworks that inform SME strategy formation. Next, it discusses modern
strategic planning approaches suitable for small firms, including how contemporary trends
like digital transformation are influencing SME strategies. Key factors that shape and
constrain strategy development in small enterprises - such as resource limitations, market
conditions, and institutional factors - are examined, along with the common challenges SMEs
face in strategic planning. Where applicable, real-world data and case studies (from
Uzbekistan and internationally) are incorporated to illustrate these points. Finally, the paper
provides a conclusion with strategic recommendations to help small businesses and
stakeholders craft effective development strategies in today’s competitive environment.

we outline several strategic recommendations for small business owners, policymakers,
and support organizations to foster effective SME development strategies:

1. Encourage Formal yet Flexible Strategic Planning: Small business owners should
be encouraged and trained to undertake strategic planning appropriate to their scale. Even a
simple written strategy - defining a clear vision, core objectives, and action plans - can
significantly enhance focus and performance. Governments and business support centers can
offer workshops or mentoring on basic strategic planning tools (e.g, SWOT analysis, goal
setting, budgeting). At the same time, SMEs should maintain flexibility. Plans should be
revisited frequently (e.g., quarterly reviews) and adjusted as conditions change. Embracing
the principle that “planning is indispensable, but plans can be changed” helps SMEs navigate
uncertainty. Capacity-building in strategic management is crucial: targeted training
initiatives can improve the often insufficient managerial expertise in small firms[25], enabling
entrepreneurs to analyze their business environment and make informed strategic choices.

2. Leverage Unique Strengths and Embrace Innovation: In line with the resource-
based view, SMEs should identify what unique value they bring - be it personalized customer
service, specialized craftsmanship, local market knowledge, or a nimble organizational
structure - and build their strategy around these strengths. This often means focusing on
niche markets or differentiated products where larger competitors cannot easily dominate.
Additionally, continuous innovation should be a cornerstone of small business strategy.
Whether through adopting new technologies, improving processes, or updating product
offerings, innovation drives competitiveness and growth. Governments and NGOs can support

28


https://www.euronews.com/business/2025/12/09/uzbekistan-accelerates-sme-development-to-drive-growth-and-new-employment
https://www.euronews.com/business/2025/12/09/uzbekistan-accelerates-sme-development-to-drive-growth-and-new-employment
https://rsisinternational.org/journals/ijriss/articles/a-systematic-review-of-literature-on-strategic-management-practices-and-performance-by-smes-2019-to-2024/

!" t 3 L]
?z_:? un|conf||x INTERNATIONAL CONFERENCE ON
8 ARTS, SOCIETY & HUMANITIES
Hosted from Paris, France

this by facilitating SME access to innovation grants, technology extension services, or
partnerships with research institutions. The post-pandemic environment has shown that
digital innovation (like moving to e-commerce or using digital marketing) can be a game-
changer for SMEs[23]. Small businesses are advised to incorporate a digital strategy - even a
basic one, such as establishing an online presence or using inexpensive digital tools to
streamline operations - to enhance resilience and reach new customers.

3. Improve Access to Finance and Financial Planning: Bridging the financing gap for
SMEs remains a top priority. Policymakers should continue to develop and expand financial
instruments targeting small businesses - including micro-loans, credit guarantee schemes,
and venture capital funds for startups. The case of Uzbekistan’s recent reforms, which provide
collateral-free loans for small enterprises in early stages[29], serves as a good example of
lowering barriers to credit for SMEs. International financial institutions (like the World Bank’s
FINGROW project) also play a role by injecting capital and guarantees to local banks
specifically for SME lending[31][3]. For the SMEs themselves, improving financial literacy and
planning is important. Strategic use of finance - such as maintaining good credit records,
reinvesting profits into growth initiatives, and managing cash flow - should be part of the
strategy. Training in basic financial management and planning can empower entrepreneurs to
make better use of available funds and to become investment-ready for external financiers.
Over the long term, narrowing the MSME finance gap will unlock countless small business
growth strategies that are currently stalled by lack of capital[26].

4. Foster Networks, Alliances, and Support Ecosystems: Small businesses should not
strategize in isolation. Building networks - whether through formal associations or informal
peer groups - can provide new ideas, market information, and opportunities for collaboration.
SME:s are encouraged to engage in clusters or business chambers where possible, as collective
action can lead to shared resources (like jointly organized training or marketing) and stronger
bargaining power vis-a-vis suppliers or authorities. Strategic alliances can also be pursued at
the firm level: partnering with complementary businesses can allow SMEs to bid for larger
projects or enter new markets together. From a policy perspective, creating a supportive
ecosystem is vital. This includes maintaining dialogue between SME representatives and
government to ensure that policies reflect on-the-ground needs, and supporting intermediary
organizations (incubators, SME development agencies, etc.) that provide advisory services. In
Uzbekistan, for instance, the establishment of the Entrepreneurship Development Company
(EDC) to facilitate financing and knowledge transfer to high-growth SMEs is a step in this
direction|[32]. An ecosystem approach recognizes that improving a single enterprise’s strategy
may require addressing broader issues like supply chain linkages or infrastructure -
something best done collaboratively.

5. Implement Context-Sensitive Policies and Reduce Barriers: Strategic
recommendations would be incomplete without emphasizing the role of policy in shaping
SME success. Governments should strive to create an enabling environment where small
businesses can thrive. This means minimizing unnecessary regulatory burdens - simplifying
tax codes, registration procedures, and compliance requirements so that SMEs can devote
more time to strategy and innovation rather than paperwork. It also means protecting
property rights and contract enforcement, which give entrepreneurs confidence to plan for
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the future. Importantly, policies should be context-sensitive[12]: the needs of micro-
enterprises in rural areas may differ from those of tech startups in cities. Tailored support
(for example, local business incubators in regions, export assistance for manufacturing SMEs,
or digital skill training for women entrepreneurs) can address specific challenges.
International experience suggests that when governments actively consult with the SME
sector and adapt strategies accordingly, outcomes improve. As noted in recent research, there
is a need for targeted policy interventions and context-sensitive support to enhance
SMEs’ strategic capabilities[33]|. By focusing on critical barriers such as infrastructure
deficits or bureaucratic bottlenecks, policymakers can remove external obstacles that often
constrain small business strategies.

In closing, small businesses will continue to be the backbone of economies and a
wellspring of innovation. Strengthening their development strategies is a shared
responsibility: entrepreneurs must be proactive in planning and learning, while policymakers
and stakeholders must provide a conducive environment and resources. With the right
conceptual approaches and practical support, SMEs can overcome their unique challenges and
achieve sustainable growth. The strategic agility, creativity, and resilience of small enterprises
- as evidenced by numerous case stories from Uzbekistan to the wider world - bode well for
the future. By implementing the recommendations above, we can better harness the full
potential of small businesses, driving inclusive economic development in the years to come.
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