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Abstract

This study explores how micro and small enterprises (MSEs) strategize through everyday
business practices. Unlike traditional models that focus on formal planning and predictive
control, MSEs work under unpredictable conditions and severe resource constraints. As a
result, they need more flexible and context-sensitive approaches. Using the
Strategy-as-Practice (SaP) and effectuation theory as the main theoretical frameworks, this
study shows that strategy is not a static plan but a set of socially and materially embedded
practices that are implemented through everyday activities. Based on 25 semi-structured
interviews with MSEs’ decision-makers, this qualitative study employs a theory-informed
thematic analysis to explore how strategic actions in MSEs are formed, adjusted and enacted
in practice. The findings indicate that MSEs navigate among multiple strategic logics in
response to evolving circumstances, using planning where possible, adapting in response to
feedback and uncertainty, and improvising under time pressure. Rather than treating these
logics as mutually exclusive, MSEs pragmatically combine them in context-specific ways.
This hybrid strategy is not a theoretically contradictory combination, but rather a practical
approach developed in specific contexts and rooted in the firm’s environmental judgments,
routine practices and experiential knowledge. This study thus shows how MSEs can deal with
the complexity of strategic decision-making in a pragmatic way, and provides practical
implications into strategic resilience under real-world constraints.

Keywords: Strategy-as-Practice (SaP), micro and small enterprises (MSEs), strategic
practices, hybrid strategy, deliberate strategy, emergent strategy, improvisation, effectuation



Introduction

Micro and Small Enterprises (MSEs) play a crucial role in the global economy. They are the
main drivers of industrial development, innovation, and social well-being, contribute to the
development of business ecosystems, increase market competitiveness, and have a significant
impact on economic growth (Gebre-Egziabher & Ayenew, 2010; Tekola & Gidey, 2019).
MSEs also contribute to regional economic prosperity by leveraging local resource
advantages and making local industrial systems more adaptable by strengthening market
resilience through flexible supply chain management (Gebre-Egziabher & Ayenew, 2010;
Tekola & Gidey, 2019). Furthermore, MSEs contribute to poverty reduction and social equity
by offering employment opportunities to lower-income groups (Endris & Kassegn, 2022;
Gebre-Egziabher & Ayenew, 2010; Tekola & Gidey, 2019). Despite their importance, MSEs
operate under considerable constraints. Externally, they need to cope with market volatility,
intense competition, changing consumer demands, technological changes, regulatory
adjustments, supply chain issues, etc., all of which increase operational risks (Bartz &
Winkler, 2016; Rajani et al., 2023; Fares et al., 2023; Radicic & Petkovi¢, 2023; Nyarku &
Oduro, 2018; Belhadi et al., 2021). Internally, on the other hand, they face challenges such as
financial constraints, talent shortages, and weak management systems that may restrict their
growth, innovation, and operational efficiency (Karadag, 2015; Garcia et al., 2022; Manteiro
et al., 2024). These external and internal business challenges can weaken the competitiveness
of MSEs and threaten their long-term sustainability (Teka, 2022).

Strategy plays a critical role in the performance of firms because it provides guidelines about
how to achieve their goals (Gibcus & Kemp, 2003). A useful way to understand how MSEs
develop strategy under uncertainty is through the lens of different strategic logics. Mintzberg
and Waters (1985) define and distinct between deliberate strategies and emergent strategies.
These two modes reflect different assumptions about control and predictability in the
business environment. Moorman and Miner (1998) later proposes improvisational strategy
which is particularly suited for high-uncertainty situations where planning and execution
converge in real time.

Many existing studies on MSEs’ strategy have mainly looked at different strategic types, like
cost leadership or differentiation, and tried to see how these choices relate to firm
performance (Gibcus & Kemp, 2003; Lechner & Gudmundsson, 2014). Some researchers
believe that when a company sticks to a clear and consistent strategy, it usually performs
better than those that take a more mixed or unclear approach (Baum et al., 2001). Also, many
of these models are based on large firms, which might not fully match the reality of small
businesses. Compared to big companies, MSEs often rely more on informal processes,
personal judgment, and flexible decision-making in their daily operations (Jarzabkowski &
Spee, 2009; Chia & Holt, 2006).

Some scholars reveal how small businesses deal with unexpected challenges through
adjusting daily operation routines, experimenting with new offerings, or changing business
models when facing uncertainties (Blackburn et al., 2013; Benedic, 2024; Budler & Bozic,



2023). Other researches focus on strategic behaviors such as informal planning or hybrid
work (Rizzo & Fulford, 2012; Bull et al., 2024). There is also research about how companies
utilize speed, flexibility, or niche specialization to handle business challenges (Dean et al.,
1998; Games et al., 2025). However, there is still limited research on how MSEs engage in
strategic decision-making through daily practices in uncertain and changing business
environments.

There is no all-inclusive theoretical framework that can fully explain and guide the strategic
management of small firms (Gilinski et al., 2001). Therefore, this study combines two other
theoretical perspectives: Strategy-as-Practice (SaP) (Jarzabkowski et al., 2007) and
effectuation theory (Sarasvathy, 2001) on the basis of the above-mentioned strategies, namely
deliberate strategy, emergent strategy and improvisational strategy (Mintzberg & Waters,
1985; Moorman & Miner, 1998), to better understand how MSEs adopt different strategies in
real-time operations to address business challenges in the uncertain and changing market.
Thus the research question is: How do micro and small enterprises strategize through
everyday business practices?

To answer the research question, we conducted semi-structured interviews with the
decision-makers from 25 MSEs to explore the practices and strategies adopted by these
companies. These companies are from different industries and have fewer than 50 employees.
By examining the strategic practices of these companies, this study aims to provide both
theoretical and practical insights into how MSEs strategize in everyday business contexts.

Literature Review and Theoretical Framework
Strategic Behavior in MSEs

MSEs are defined by the European Commission as enterprises with fewer than fifty
employees and annual revenues of less than 10 million euros (European Commission, n.d.).
These MSEs face structural constraints that greatly influence their strategic behavior.
Strategic behavior refers to the deliberate patterns of actions and decision-making through
which organizations pursue competitive advantage under conditions of uncertainty and
interdependence (Child, 1972; Mintzberg et al., 1998). In larger firms, these behavior usually
follows a formal planning process. However, MSEs often operate in uncertain environments
with limited resources, for example, limited financial, human and technological resources,
which complicates the use of traditional strategic tools (Woschke et al., 2017). In addition to
these structural constraints, MSEs exhibit considerable diversity in their strategic behavior.
Factors such as the prior experience of the entrepreneur, the dynamics of the particular
industry, and the life cycle stage of the firm lead to a wide variety of decision-making
approaches (Miller, 1983; Jennings & Lumpkin, 1989). Some MSEs follow intuitive and ad
hoc decision paths, but there are other MSEs adopt surprisingly systematic routines despite
their small scales (Jennings & Lumpkin, 1989). Therefore, this diversity challenges the
assumption that smallness inherently leads to informality and highlights the need to analyze
strategic behavior in context.



There is a theoretical mismatch between traditional “rational design” model of strategy and
the fluid and dynamic nature of the MSEs environments (Mintzberg, 1994; Whittington,
2006). While traditional rational models emphasize long-term orientation and detailed
analysis, MSEs need to be flexible, immediate, and iteratively adaptive in the face of
emerging challenges (Christensen, 2015). Therefore, strategy should not be viewed merely as
a formal plan, but as a series of situational practices that real people implement in real time
(Whittington, 2006). This perspective requires that we pay more attention to the day-to-day
realities of strategy development in small businesses and how these realities deviate from
idealized textbook models. Traditional strategic frameworks e.g., Porter’s Five Forces (Porter,
1980), are based on the assumption that industry structures are relatively stable, allowing
firms to analyze these structures through systematic tools to develop effective competitive
strategies. However, the assumption does not usually apply to MSEs that operate in more
dynamic and uncertain environments. Mintzberg (1994) criticizes traditional rational
planning for focusing too much on formal analytical processes while overlooking the
intuition and experience that managers rely on in uncertain and dynamic environments, he
argues that effective strategies are developed gradually through practical engagement and
continuous reflections, rather than being fully determined in advance (Mintzberg, 1994).

The informality and personalism of MSEs further complicate strategic practices. Argote and
Miron-Spektor (2011) argue that organizational learning depends not only on experience, but
also on transforming experience into transferable knowledge, this knowledge in MSEs is
often tacit, in the hands of MSEs’ founders or owners and transmitted through informal
networks rather than codified systems. Such heavy dependence on tacit knowledge can
complicate knowledge transfer and threaten organizational continuity, particularly when
strategic decision-making is concentrated in a few individuals (Argote & Miron-Spektor,
2011).

Strategies: Deliberate, Emergent, and Improvisational

Deliberate strategy is a widely acknowledged concept in strategic management. According to
Mintzberg and Waters (1985), deliberate strategy refers to one that is realized exactly as
intended, based on precise and shared intentions, and implemented without interference from
external factors. Deliberate strategy has features such as rational and careful planning, clearly
defined objectives, and strong control, and it is formulated to realize goals and assume an
ideal context with minimal disruption from the external environment (Mintzberg & Waters,
1985). This approach is based on rational planning that assumes the external environment is
relatively stable and predictable. With this assumption, deliberate strategy then enables
organizations to leverage their resources and actions to realize their long-term goals with
strong control and coordination (Mintzberg & Waters, 1985). Earlier studies on deliberate
strategy mainly focused on large companies, where formal planning is common, and often
linked to better performance, particularly in relatively stable environments (Elbanna & Child,
2007).

Mintzberg and Waters (1985) indicate that compared to deliberate strategy, emergent strategy
features more about adaptability, flexibility and real-time responsiveness rather than
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long-term planning. They define emergent strategy as an action that develops gradually from
corporate behavior of learning, experimentation and adjustment without predefined
intentions, which is described as “unintended order” (Mintzberg & Waters, 1985). Mintzberg
(1994) further argues that when the business is faced by a changing environment, strategic
planning often fails to be realized as planned, when the company is not capable to adapt to
external changes or handle the unforeseen risks. For MSEs that lack resources and have to
face unstable markets and ambiguous information, emergent strategy provides a more flexible
and adaptive alternative (Mintzberg & Waters, 1985). Mirabeau and Maguire (2014) note that
emergent strategy often develops through trial-and-error, communication between internal
employees, and organizational routine adjustment, and thus emergent strategy is relevant to
small companies with flat structures and less formalized planning.

While the deliberate—emergent distinction is useful, it does not fully capture the diversity of
strategic behavior in MSEs. According to Moorman and Miner (1998), improvisation is not
merely spontaneous individual action but an organizational capability shaped by memory and
past experience. Improvisation involves innovation, timeliness and combination of available
skills and expertise under the time pressure. It does not follow a fixed plan, but it allows
companies to address challenges in time with their available resources. Cunha et al. (1999)
conceptualize improvisation not simply as a temporary or chaotic reaction, but as a situated
organizational phenomenon shaped by routines, contextual familiarity and interaction. Later,
Cunha et al. (2003) extend this idea by examining how organizational actors engage in
“bricolage”, the process of creatively recombining available resources in response to
unfolding circumstances.

Hadida et al. (2015) define this kind of action as “patterned spontaneity”. They emphasize
that improvisation is not chaotic or out of order although it can be very flexible. Instead, it
follows certain patterns and is influenced by structural and contextual variables such as
communication, autonomy, and time constraints. Improvisational behavior arises particularly
when formal strategies are unavailable or inadequate, and when quick decision-making is
required (Hadida et al., 2015). Leybourne and Sadler-Smith (2006) add that improvisation
and planning are not mutually exclusive. Instead, they often intersect, especially in
project-based environments where circumstances change quickly and new solutions must be
found on the spot (Leybourne & Sadler-Smith, 2006).

Strategy-as-Practice Framework

The Strategy-as-Practice (SaP) approach reconceptualizes strategy from an abstract plan to
concrete day-to-day activities through which organizational actors enact and negotiate
strategic direction. Rather than treating strategy as a static artifact devised by senior
management, SaP approach focuses on the “who” “what” and “how” of strategizing in
practice (Whittington, 2006). A main concern of this perspective is to understand how
individual-level behaviors contribute to broader strategic outcomes. Felin and Foss (2005)
argue that it is important to ground explanations of organizational phenomena on individual
actions, interactions and cognitive processes, which is consistent with the SaP’s emphasis on
micro-level activities. This pattern is often seen in MSEs, where day-to-day strategic
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adjustments often emerge from responses to immediate operational demands rather than
formal planning (Johnson et al., 2003). By unpacking micro-level processes such as owners’
heuristics, spontaneous adjustments and routine exchanges with customers, it is possible to
illuminate the link between situated activities and firm-level strategic patterns. This
perspective contributes to overcoming the common tendency in SaP research to treat
practices as unanalyzed and opaque constructs of agency. However, SaP approach is
sometimes criticized for merely describing these practices rather than explaining how they
work. Jarzabkowski et al. (2016) argue that SaP approach lacks clarity in explaining how
micro-level actions translate into organizational ongoing adaptation. Therefore, the impact of
these everyday practices on long-term strategic outcomes may not be sufficiently theorized
and leave us a gap in understanding of how individual actions come together to form
effective organizational strategy.

The practitioner—practice—praxis framework (Jarzabkowski et al., 2007) provides an analytic
scaffold for examining MSE strategizing through three interlocking elements. “Practitioners”
are the individuals, often founders or manager-owners, whose backgrounds, beliefs and skills
shape strategy work. “Practices” include the tools, routines and conversational scripts, such
as weekly customer-feedback sessions or ad hoc negotiations with suppliers, through which
strategy is materially instantiated. “Praxis” refers to the recursive process by which enacted
practices reshape practitioners’ understanding and future strategic activities (Jarzabkowski et
al., 2007). In resource-scarce MSE contexts, this triadic model reveals how micro-level
interactions (rather than formal planning events) sustain strategic momentum and reinforce
organizational memory (Jarzabkowski et al., 2007).

While the SaP emphasises the social embeddedness of strategizing, it lacks a clear
mechanism for how firms can adapt their capabilities to cope with change. To address this,
the dynamic capabilities perspective provides a complementary view of how organisations
reconfigure resources and routines in the face of uncertainty. Dynamic capabilities are
defined as a firm’s ability to integrate, build and reconfigure internal and external
competencies in response to rapid environmental change (Teece et al., 1997). Teece (2007)
later refines this concept by identifying three core activities, sensing opportunities and
threats, seizing opportunities through effective responses and reconfiguring resources to
maintain competitiveness, which operate at a micro-foundational level. Although typically
linked to large firms, these processes are also relevant to MSEs when applied through
informal, practice-based ways. In many resource-limited environments, for example, MSEs,
these capabilities tend to be tacit and experiential rather than formalized. However, the
dynamic capabilities framework is also criticized for presupposing the existence of
formalized processes and reflective learning mechanisms that many MSEs may lack
(Eisenhardt & Martin, 2000; Teece, 2007). Even simplified strategic heuristics (e.g., “simple
rules”) assume a certain degree of organizational capacity and memory that may not be fully
developed in resource-limited environments. Eisenhardt and Sull (2001) argue that such
heuristics require organizational learning, which may be difficult for MSEs to develop.



Effectuation in MSEs

Effectuation has become a critical theoretical perspective to understand how companies make
strategic decisions under uncertainty, especially in the context of MSEs. Sarasvathy (2001)
proposes the theory of effectuation. It is different from the traditional causation model, which
assumes that entrepreneurs usually predefined goals and then gather resources needed to
achieve them in a linear process. She argues that effectuation logic does not start with a clear
goal and predict how to reach it. Instead, it focuses on evaluating available resources,
forming partnerships, adapting to change, operating within affordable losses (Sarasvathy,
2001). Building on Sarasvathy’s theory, Dew et al. (2009) examines how effectuation works
in real-life decision-making situations. Based on their research, they find that expert
entrepreneurs tend to adopt the effectuation logic when business is faced with an uncertain
environment. In these situations, they do not start with fixed goals or relying on predicting
the future. Instead, they consider skills, resources and partnerships that they already have and
then make decisions based on this available information. They also prefer to form
partnerships in the early period, focus on what they can afford to lose and will adjust their
strategies based on the situation instead of sticking to a fixed plan. Wiltbank et al. (2006)
further argue that effectuation is especially relevant in contexts which are marked by high
uncertainty and incomplete information, which is exactly the situation faced by many MSE:s.
They also clarify that effectuation is not irrational. It represents a different category of
strategic reasoning based on “control variables” rather than “predictive variables” (Wiltbank
et al., 2006).

Some other studies show that strategy in MSEs is seldom fixed or one-dimensional.
According to Reymen et al. (2015), companies may shift between effectuation and causation
and it depends on the situation and what phase the company is at. Strategic decision-making
is not a fixed pattern, it can be understood as a process that evolves in response to
environmental conditions. They found that entrepreneurs sometimes adopt mixed logics when
they strategize, including both planning and flexibility (Reymen et al., 2015). They also
indicate that effectuation may be more prevalent in early periods marked by uncertainty,
while causation logic becomes more common as the company develops under more stable
and predictable conditions. Berends et al. (2014) have a similar view, different logics may
become more salient at different stages, potentially pointing to a dynamic relationship
between effectuation and causation. Fisher (2012) compares the three logics of effectuation,
causation and bricolage. He argues that these logics may overlap with each other while
having their own features. Both Effectuation and causation involve planning but they differ in
the assumptions about prediction and control (Fisher, 2012). Causation starts with a given
goal, seeks the best way to achieve it, while effectuation begins with available means,
explores what goals can be achieved with them. In contrast, bricolage emphasizes
resourcefulness under constraint by creatively recombining existing resources (Fisher, 2012).
Table 1 summarizes the main differences among the three strategic logics (Sarasvathy, 2001;
Wiltbank et al., 2006; Fisher, 2012).



Effectuation Causation Bricolage

Starting point

Decision focus

View of the future

Risk approach

Available means Predefined goal Resources at hand

Explore outcomes enabled by
current means

Select optimal means to achieve
the goal

Predictable & controllable
through analysis & forecasting

Uncertain & unknowable, but
controllable through action

Recombine existing resources
to address emerging needs

Unstable & constrained, no
assumption of predictability

Utilize limited resources

Focus on affordable loss Maximize expected return

creatively

Table 1. Comparison of Strategic Logics: Effectuation, Causation and Bricolage

Methodology

The Setting

This study explores how MSEs strategize through everyday business practices. A total of 25
MSEs were selected as empirical cases. All participating firms meet the European
Commission’s definition of MSEs (European Commission, n.d.). These MSEs come from
different industries, and this diversity is important for capturing a wide range of strategic
practices and contexts (Palinkas et al., 2015). Founders and owners were chosen as
interviewees because of their dual responsibility for strategic direction and operational
execution. Although the firm was the unit of analysis, data were collected through individual
interviews with these key decision-makers, reflecting the SaP perspective that emphasizes
how strategy is constructed through the situated actions of practitioners (Whittington, 2006).
Participants were recruited through a combination of direct contact and referrals. To ensure
anonymity and facilitate reference throughout the analysis, each company was assigned a
code beginning with the letter “C” (e.g., C1 to C25). Table 2 presents an overview of the
participating MSEs.

No. Size Industry Position

C1 Micro Catering Owner

C2 Micro Catering Owner

C3 Micro International Trade Founder & CEO
C4 Micro Language Services Founder & CEO
C5 Micro Outdoors Education CEO

Cé6 Micro Recreational Services ~ Co-founder

C7 Micro English Education Founder

C8 Small Electronics Founder

C9 Small Medical Equipment General Manager
C10 Micro Design Services Founder

Cl11 Small Asset Management Founder & CEO



C12 Micro Language Services Business Manager
C13 Micro IT Consulting Founder

Cl4 Micro R&D Founder & CTO
C15 Micro Trading Founder

Cl6 Micro Video Editing Founder

C17 Small Technology CTO

C18 Micro IT Solutions Founder

C19 Small Construction Manager

C20 Small Food & Beverage Founder

C21 Micro IT Consulting Founder

C22 Micro Technology Founder

C23 Small Medical Device Founder

C24 Small Sales Owner

C25 Micro Financial Services Founder

Table 2. Overview of participating MSEs
Data Collection

This study employed semi-structured interviews as the primary method of data collection to
explore how MSEs engage in strategic decision-making in their everyday operations.
Semi-structured interviews are able to strike a balance between structure and flexibility,
enabling participants to articulate their reasoning in detail while allowing the interviewer to
follow up on emergent topics (Silverman, 2022). All interviews were conducted with key
decision-makers (founders, owners, etc), who have primary responsibility for the strategic
direction and operational execution of MSEs and are practitioners in enacting strategy
through situated daily activities (Whittington, 2006). Participants were selected through
purposive sampling to ensure access to individuals with first-hand knowledge of their firms’
strategic behavior (Palinkas et al., 2015).

All interviews were conducted between January and March, 2025. Most interviews were
conducted online through digital platforms (e.g., Zoom, Microsoft Teams and WeChat), a few
were conducted in person. Interviews ranged from 25 to 85 minutes.

The interviews covered three areas: company background, strategic responses in everyday
operations, and reflections on decision-making processes. The dynamic nature of the
interviews allowed participants to elaborate on their responses and introduce issues that were
not initially anticipated. Observation was considered unnecessary in this study, as the
objective of this study was not to capture externally observable behaviors, but to understand
the internal reasoning, interpretations and situational judgments that guide the strategic
actions in MSEs. Interviews are better suited to elicit such cognitive and reflexive
dimensions, particularly when the goal is to understand how strategy is made sense of and
enacted in real time (Kvale, 2006).



Transcription was carried out after each interview. Transcripts were manually checked by the
interviewer against the audio recording to correct any inaccuracies. For important data, we
conducted additional reviews to confirm their meaning, which helped ensure the reliability of
the qualitative data and the rigor of interpretation.

Data Analysis

This study adopted a theory-informed thematic analysis (Braun & Clarke, 2006) to explore
how MSEs strategize through everyday business practices. This method enabled us to
identify practice-related features closely related to the research topic through qualitative data
and used established theoretical concepts to construct an analytical perspective. Data analysis
focused on three types of strategy: deliberate strategy, emergent strategy and improvisational
strategy (Mintzberg & Waters, 1985; Moorman & Miner, 1998; Cunha et al., 1999). These
categories were chosen because they are widely used to explain the strategic behavior of
organizations in situations of uncertainty and limited resources and help understand the
strategic tendencies and behavioral logic exhibited by MSEs in their actual operations.

Before carrying out the analysis, we transcribed all interview materials and carefully checked
them for accuracy. Then we manually coded the transcripts, reviewed them line by line to
identify strategic actions, decision-making processes and related statements that corresponded
to established theoretical categories. The coding process was iterative and reflexive: we
revisited earlier material throughout the analysis and revised initial codes in response to new
data. Coding decisions were discussed between us to enhance interpretive consistency and
ensure the transparency of the analytical process. Although data analysis was guided by
theory-informed categories, we remained open to other patterns that arising during the
process. We paid attention to how interviewees described the strategic actions within specific
contexts and considered how these decisions were shaped by immediate constraints, available
opportunities and accumulated experience. The approach allowed us to get a deeper
understanding of how theoretical categories are applied in practice, and in line with the
principle of interpretive rigor in qualitative research (Silverman, 2022).

Also, this analysis was informed by the SaP perspective, which conceptualizes strategy as
something people do through everyday activities and situational interactions (Jarzabkowski &
Spee, 2009; Whittington, 2006). The SaP view helped us remain focused on the practical and
processual aspects of strategizing as described by the interviewees rather than focusing solely
on outcomes or formal plans. Based on this process, the empirical findings are organized into
four analytical themes: Deliberate Strategy, Emergent Strategy, Improvisational Strategy, and
Strategic Adjustments in Practice.

To ensure analytical clarity and interpretive consistency in identifying strategizing within
everyday business contexts, we distinguished strategic practices from ordinary operational
activities. We specifically focused on actions involving resource reconfiguration, goal
adjustment, opportunity recognition or deliberate risk management. These actions were
understood as “strategizing” when they shaped the direction of the MSE or enabled adaptive
responses beyond immediate task execution. Such instances were identified through
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contextual interpretation of interviewees’ narratives, particularly when decision-making was
associated with longer-term intentions, reflective learning or relational coordination.

Ethical Reflections

This research followed essential ethical principles to ensure the integrity of the data
collection process and the protection of participants’ privacy. Firstly, all interviewees
participated in this research voluntarily. Secondly, these participants were informed before
the interview that they had the right to withdraw or refuse to answer any question during the
interview without any consequences. Thirdly, we ensured that the participants understood that
the study was conducted only for academic purposes, that their participation was voluntary,
and that they were guaranteed full confidentiality. They were also made aware that all of their
responses would be anonymous and no personal or company identities would be presented in
the papers.

The interview process was designed to make participants feel safe and comfortable. Before
each interview, the interviewers explained to the participant the necessity of the audio
recording for data collection and did not begin the recording without the clear permission of
each participant. We also ensured that the recordings were stored in a secure way so as to
protect the confidentiality of the interview content. The audio recordings and transcripts were
only available to the two researchers of this study, so that participants could be ensured that
their privacy was protected and they could be further guaranteed that their knowledge and
experience sharing would solely be used for research purposes and would not be used for any
commercial interests or means.

These measures were designed to protect the participants’ right of privacy, dignity, minimize
potential risks and foster mutual trust and respect, which ensured the study complies with EU
General Data Protection Regulation (GDPR), and established ethical standards for research
(Swedish Research Council, 2025).

Limitations

Due to limited time and resources, this study has several limitations. Firstly, we conducted 25
interviews with decision-makers from 25 MSEs. The limited samples might fail to get a full
range of opinions, experiences, expertise of strategy development and decision-making in
dealing with business challenges in MSEs. Secondly, due to the limited time of the research
and the availability of some participants, we were unable to engage more deeply with the
firms studied, which would have provided richer data and contextual depth for this research.
Thirdly, data collected with the interviewees might be subjective to some extent, because
their responses might be subject to personal interpretations, experiences, backgrounds and
memories. These could also influence the consistency and reliability of the reported findings.
Finally, the research only focuses on MSEs, which means the findings are limited to a certain
context and may not be applicable to medium-sized or large organizations. With these
limitations, the study seeks to offer practical insight into how MSEs address strategic
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challenges in day-to-day contexts and suggest directions for further research that may build
on or extend these findings.

Empirical Findings
Deliberate Strategy

The collected data shows that most MSEs in this study adopted deliberate strategies to
address business challenges. These strategies mainly involved conscious planning, goal
setting, and anticipating potential risks.

An essential feature of deliberate strategies in these MSEs was the setting of both short-term
and long-term goals. The decision-makers placed emphasis on balancing stability with
aspirations for future growth. For example, C15 described how their company aimed to
ensure everyday stability while gradually pursuing broader business development. As the
founder of C15 stated:

Our firm’s short-term goal is to maintain stable everyday operations and meet
our customers’ demands. The long-term goal in the next three to five years is
perhaps to expand and strengthen our business by diversifying our product
range and entering new markets. — C15

C14 combined current product sales with investments in research and development (R&D) to
ensure their products will be in demand in the market in the long run. The founder of C14
noted, “Our short-term goal is survival...our long-term goal is to build stronger technological
advantages...” (C14). Some firms also set annual goals to manage the operations more
effectively. For example, C24 made detailed plans regarding every aspect of their sales
operations, including managing inventory and coordinating logistics for major sales events
such as the “Double 117 shopping festival. As the owner of C24 said, “We set annual sales
targets each year... prepare well in advance of major e-commerce promotions” (C24). This
method could help them get prepared for peaks in demand and maximize revenue during
promotional periods.

Another critical aspect of deliberate strategy in many MSEs was the focus on core values and
beliefs. Several founders shaped their business practices around what they believed would
cultivate loyal customers and brand reputation in the long run. For instance, the family-run
restaurant C2 decided to keep their prices unchanged for many years in order to maintain
customer loyalty. The owner said:

What we do is not profit-oriented ... so we have not raised the price ... Our
long-term plan is to do our best so that everyone, rich or poor, can enjoy our
rice noodles without burden. — C2

The value of C2 owners helped them maintain long-term relationships with customers, and
build strong reputation in the local community. The same was true for C7 which put priority
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on high-quality teaching and long-term growth, as the founder stressed, “We value long-term
growth more...our reputation is very important in the long run.”

Some MSEs took proactive measures to position themselves in the market, especially when
faced with changing consumer preferences or competitive pressure. For example, C20 used
“data analysis” to see which sales channel works best for their new tea product and then
chose online sales in response to the strong demand. Similarly, C21 shifted their focus from
B2B to B2C offerings to diversify and capture new markets. As C21’s founder stated, “We
are now transforming...because B2B is not easy to do now...we are now working on a new
project.” Another technology company C22, pivoted towards Software-as-a-Service (SaaS) to
generate recurring revenue, because they realized that custom one-time development work
could not be scalable in the future. The founder shared, “We have a long-term strategy...we
decided to shift our focus to SaaS projects...so we started looking for more potential clients
in this space and even tried to launch our own SaaS product.”

Deliberate strategies in MSEs also incorporated proactive risk management, including the
establishment of preventive routines based on past experience. At C21, the founder carefully
selected projects and declined some big projects with long cash flow cycles. He said that “in
terms of risks, trade-offs are very important”. A trading company, C15, learned from a past
mistake with a low-cost supplier, which led to a more thorough vetting process for future
suppliers. As the founder said:

We used to work with a supplier who offered us a very attractive price. At that
time, we didn’t consider the product quality... We realized how serious the
problem was and immediately stopped working with that supplier ... Since
then, we’ve exercised strict quality control over our suppliers and scrutinized
every step of the process to ensure the quality of our goods. — C15

Overall, MSEs adopt deliberate strategies to balance stability with long-time development,
including setting clear goals, operating in line with core values, proactive market positioning,
and mitigating potential risks.

Emergent Strategy

Alongside deliberate strategies, many MSEs adopted emergent strategies to address
unforeseen challenges. For example, C2 had to stop offering a newly launched dish which
quickly became popular, as it led to overcrowding in the restaurant. The owner admitted their
failure to anticipate such high demand, so they had to quickly adjust their operations to
maintain the dining experience of their customers because customer experience in the dining
environment is crucial to their business. The owner of C2 explained:

We launched a new dish called Chicken Hot Pot. It became so popular that the
restaurant became overcrowded. Eventually, we had to stop offering it because
we hadn’t anticipated such demand. I think we lacked judgment and didn’t
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expect so many people... We’re hesitant to try again because we’re worried
about overcrowding. — C2

C14 gradually formed an active mode in monitoring potential supply shortages based on
previous experience in facing supply chain problems. The founder said, “After the supply
chain disruptions, we now actively look for alternatives whenever we hear of a possible
shortage.”

The COVID-19 pandemic forced many firms to quickly adjust their strategies to the changes.
C24, which sells home appliances, experienced a dramatic decline in offline sales, so they
had to quickly transition to online sales and introduce new product lines to meet changing
demand of the customers. As the owner of C24 shared:

In the 2020 pandemic... our appliance sales almost came to a halt... We held
an emergency meeting to assess the impact on our business and supply chain.
After the discussions, we decided to change our focus to online sales and
introduce smart home appliances suitable for home use. The results were
positive and we recovered sales and cash flow. — C24

Initially, C5 offered on-site services, but in order to quickly adapt to the restrictions of the
pandemic, they had to shift to providing home-based, one-on-one tutoring for high-end
clients. As the situation evolved, they transitioned again and expanded to offer specialized
physical education coaching. The CEO of C5 explained, “During the three years of the
epidemic lockdown, because people could not gather together, we changed to home teaching,
mainly for high-end customers, one-on-one, for children’s physical examination... Then at
the end of 2022... no more lockdown... There was another change. We added community
sport teaching.” The emergent response enabled C5 to continue their operation in an
environment of high uncertainty.

From the data we can see that some MSEs adopt emergent strategies by closely interacting
with customers and using the feedback as a tool for iterative learning. For example, C7
launched a small-scale trial of a new service and used customer feedback to refine the
product. As C7’s founder explained, “We then use this method to launch a small-scale trial,
called Minimum Viable Product, and offer it to a few customers, and then iterate our own
products and services. Parents give us feedback, so we can constantly adjust our products.”
Similarly, C25 responded to client feedback by adding personalized financial consulting
services. Initially, the company only offered bookkeeping, after clients requested additional
services, they expanded their offerings.

C18 focused on business validation by talking to potential customers, partners, and investors.
The founder mentioned, “We are working on business validation...I talked to as many
potential customers and partners and investors, and got feedback ... to get some ideas about
what the industry wants when we deliver products to them.” C17 collaborated with customers
in technical evaluations of their products, as the CTO stated, “We create a testbed and then
we add our products there...we do proof of concept or proof of value with customers.” C12
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took every client’s project as an opportunity for learning. The team regularly adjusted their
approach based on the experiences and feedback from previous projects. They said that:

Because each client has different requirements for their project in terms of
timing, quality, and even team composition, we learn from every project what
approach we should take... With more and more projects, we can accumulate
more experience for future projects. — C12

These examples demonstrate how MSEs continuously adapt their strategies to deal with
unexpected changes. Influenced by external disruptions, evolving customer needs, and other
changes, these companies adopted emergent strategies that involved adjusting service
operations, improving business modes and developing new products. Instead of predefined
planning, these approaches formed on the basis of interaction with customers and interactive
learning processes, and they enabled MSEs to be resilient and competitive in uncertain
environments.

Improvisational Strategy

The data show that MSEs often have to react quickly to external challenges such as customer
complaints or supply chain disruptions. They adopt improvised strategies without
pre-established planning. A restaurant had a situation where a customer was upset over the
receipt issue and made a scene in the restaurant. For example, a small restaurant faced a
situation where a customer was upset over the receipt issue and made a scene in the
restaurant. Since there were many customers dining in the restaurant at that time, so the
owner quickly decided to refund her 200 SEK, and told her the meal was on the house in
order to prevent the situation from escalating: “I just thought, if she keeps yelling, it would
create a bigger issue.” (C2). Relying on immediate judgment, the owner quickly decided to
pay the compensation, promptly defused the customer’s dissatisfaction and thereby avoided
potential damage to the restaurant’s reputation.

One international trade company’s founder had a time when she received a shipment of
unusable goods. At the time, with the delivery deadline approaching, she had to quickly
adjust her plan and reallocate resources to minimize the impact on deliveries:

I found a few workers here, rented a space for two weeks and reworked the
goods myself ... I have to quickly find people, arrange the space and time, it’s
the ability to respond to emergencies. — C3

Improvisational strategies are also frequently used to address internal challenges such as
personnel and financial issues. For example, during the “Double 11” shopping festival, the
firm was unable to make a delivery on time due to the sudden illness of its driver. It was
during the peak sales period and rescheduling deliveries to e-commerce platforms was very
difficult. As the C15’s founder said:

At that time, we had very little stock of our goods on one of the major
platforms. If we didn’t deliver, our sales would definitely drop. And
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scheduling the delivery was very difficult, after struggling to get a delivery
time, we couldn’t afford to cancel. Then I decided to make the delivery myself
and to postpone those less urgent orders. — C15

In the end, by reacting quickly and taking on multiple roles, the founder successfully solved
this problem.

Another interviewee shared when one of their clients encountered a last-minute problem with
tax filing, they “immediately had a part-time accountant recheck all accounts and filing
records using our standard ‘Tax Audit Checklist’, a pre-printed form tracking each invoice
and deduction line by line, as well as contacting the tax bureau to confirm the specific issue
and see if an extension or corrective action was possible.” (C25). Improvisational strategies
became critical for MSEs to solve unexpected and urgent personnel and financial issues, and
they acted quickly and decisively to avoid potentially serious consequences.

Some MSEs also adopted improvisational strategies when they facing unexpected time
pressures or technical problems during project delivery. For example, a design company was
tasked with a packaging design project with a tight deadline, but this project was delayed due
to problems with the illustration design. The founder “had to either redesign them myself or
make adjustments based on their work.” (C10). The improvisational strategy was made under
pressure, in response to last-minute issues, the founder had to quickly make adjustments and
decisions to meet client’s expectations while managing limited resources and time. A video
editing firm also had an urgent request from a client to modify a promotional video within 24
hours. Under tight time pressure, the founder had to “optimize my workflow while trying to
meet the client’s desired high quality” (C16). By “using pre-made templates for some areas of
the video, rather than working on a time-consuming, customized solution” (C16), the founder
was able to meet the client’s urgent demand. Effectively using existing tools became an
important improvisational strategy that helped optimize available resources and processes to
deliver high-quality results in a limited amount of time. Additionally, the video editing
company experienced a major technical setback when their software crashed on the day of
delivery, resulting in massive data loss. Through these improvisational strategies below, the
unexpected technical challenge was resolved:

Since troubleshooting turned out to take too much time, I decided to resume
the work from an earlier point and communicate this problem directly to my
client. In the end, I was able to re-create most of the lost work and the project
was delivered only slightly later than planned. — C16

From the data we see that MSEs’ improvisational strategies often stem from decision-makers’
intuition and accumulated experience, enabling them to react quickly to urgent challenges.
One interviewee said that she often developed strategies without consultation or prior
planning:

I made the decision without consulting them, the reason was that there was no
other choice at the time ... So many decisions aren’t made because I want to
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ask for input, they are made because the situation forced me ... It’s not about
planning ahead, it’s about dealing with the problem when it comes, even if it
means having to improvise. — C3

Her spontaneous strategies reflected a reliance on personal judgment and inner intuition:
“Sometimes it’s in the middle of the night, or when I wake up in the morning, I just feel that I
have to do it this way, no more thinking, it has to be done.” (C3). Another interviewee, when
faced with a sudden logistics problem, used prior experience to assess the consequences and
acted quickly: “At that time, one of the major platforms had very little stock of our goods. If
we didn’t deliver, our sales would definitely drop ... we couldn’t afford to cancel. So finally, I
decided to deliver the goods myself ... ” (C15). These data indicate that under conditions of
time pressure and uncertainty, decision-makers act based on intuition, situational
understanding and use their personal expertise and judgment to implement improvised
strategies.

In summary, participating MSEs often adopt improvisational strategies when they faced with
unexpected external and internal business challenges. These strategies lack advance planning,
rely on decision-makers’ intuition, judgment and experience gained over time to react and
implement them quickly in time-critical and highly uncertain environments.

Strategic Adjustments in Practice

In everyday operations, MSEs address various challenges through the complementary use of
deliberate and emergent strategies to ensure business continuity and growth. For example,
C20 had established a clear brand positioning and product strategy at an early stage, which
was a typical deliberate strategy:

We used a planned strategy. For example, our brand positioning and product
strategies, which are carefully planned in the long term. — C20

But when the sudden pandemic severely disrupted offline sales, they reacted quickly and used
a more flexible method to minimize the losses:

We made quick adjustments and increased online marketing to maintain brand
exposure and stabilize our sales. — C20

Deliberate strategies provide guidance and direction to the enterprise, while emergent
strategies give them the flexibility to respond to unforeseen circumstances. These two
strategies were not mutually exclusive, but are used at different times depending on the
situation.

In some cases, a strategy that was firstly planned had to be adjusted based on market
feedback or environmental changes. For example, C20 first planned to promote a new
product through offline channels, but based on data and market feedback, they decided to sell
online instead. They capitalized on the market opportunity by shifting from an established
market entry plan to a real-time response:
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Data analysis shows that new tea products are in high demand on online
platforms ... Therefore, I decided to promote and sell our new products online
first. — C20

Some firms began with flexible and experimental strategies that finally became part of their
regular business. For example, C25 started by providing basic bookkeeping services but
gradually expanded their services as they continued to meet the needs of their clients:

There were more and more people asking me about financial planning and
how to save on taxes. I began to think about the possibility of incorporating
these into a formal service. We tried and the results were very favorable.
Ultimately, our revenue grew by about 30%. — C25

This pattern of strategic development shows how certain actions, which were first taken as
contextual responses, were later maintained and structured as regular business practices.

Similar developments were observed in other companies. A tea company initially “launched
small packs of tea to see how the market reacted.” (C20) in response to weather-driven
demand shifts. As they observed that young consumers preferred smaller packages, this
approach was then maintained as a core product strategy:

The preferences of young consumers were changing ... we decided to adjust
our strategy and reposition our brand. — C20

An IT solutions provider started by offering a steep discount to secure partnerships: “We told
them ... we will give you an 80% discount on the price if you’re okay with doing a
partnership agreement with us.” (C18). Later, this discount-based approach was developed
into a more structured long-term collaboration model:

The model that we came up for them is that ... we’ll develop the IP together,
and we’ll give you the IP, and ... an option to acquire the source code if the
company goes out of business. — C18

In another case, a trading company, after experiencing quality issues with a supplier, they
“immediately stopped working with that supplier ... found another supplier with guaranteed
quality.” (C15). This quick decision eventually led the company to establish stricter quality
control procedures as a routine part of their procurement process:

Since then, we’ve exercised strict quality control over our suppliers,
scrutinizing every step of the process. — C15

These cases show that while MSEs may start with one approach, they frequently adjust their
strategies in response to contextual developments and some of these adjustments become part
of their longer-term practices.

18



Discussion

Effectuation and “Affordable Loss” as Strategic Logic

Traditional planning-based strategic logic emphasizes prediction, long-term forecasting, and
maximizing returns, thus it is difficult to apply them in MSEs in reality (Chandler et al.,
2011). According to Chandler et al.(2011), these companies usually lack the resources, time,
and stable market conditions required for predictive planning, so it’s more practical for them
to make strategic decisions based on the resources they already have, such as knowledge and
skills, talents, partnership and other networks, and capabilities. This echoes with the
effectuation theory of Sarasvathy (2001). When making strategic decisions, the effectuation
logic focuses on controlling rather than making predictions. Meanwhile, this logic does not
seek for maximum returns, and instead, it encourages the decision-makers to make business
decisions based on their affordable losse (Sarasvathy, 2001). The contrast between traditional
causation logic and effectuation logic explained by Sarasvathy (2001) provides us a valuable
perspective to understand the behavior pattern of the decision-makers in MSEs. Dew et al.
(2009) explain that traditional strategic logic often relies on detailed planning and a stable
business market, and effectuation enables companies to be more flexible and allow them to
adjust through experimentation and iterative learning. Wiltbank et al. (2006) argue that in a
highly unpredictable environment, it is better for entrepreneurs to avoid anticipating the
future and take actions within affordable losses. They also argue that this non-predictive
strategic approach enables the company to navigate their business in a safe and flexible way.
Effectuation does not mean avoiding formulating strategies. It means implementing a
different kind of strategy that is more adaptive, resource-based, and focused on practical risk
management (Wiltbank et al., 2006).

For example, C22 developed a new line of SaaS services by reallocating existing staff and
testing the concept in a limited, controlled scale. The company did not launch a large-scale
product without validation and chose a low-cost experimentation instead. This approach
reflects the principle of affordable loss: only using resources that they could risk without
putting the whole business at risk (Sarasvathy, 2001). The decision-making process here
prioritized control over expanding and focused more on staying within manageable risk
boundaries than making long-term predictions. C21 reveals a similar mindset when its
founder deliberately avoided those large projects with long cash flow cycles. He believed
delayed payment might endanger the company’s financial stability and his company could not
afford such risks. As Wiltbank et al. (2006) note, acting within the limits of affordable loss
enables entrepreneurs to take meaningful action without relying on prediction.

Similarly, C18 developed a new product by cooperating with partners. In this collaboration,
they shared both development costs and intellectual property, which allowed them to set clear
boundaries on potential losses while gaining access to new technical capabilities. Rather than
independently bearing the risks associated with innovation, C18 used contractual agreements
to create what they described as “a buffer in case we fail”, giving them a safety net while
moving into a new market space. This measure reduced risks of individual exposure and also
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enabled them to act more confidently as a team. Instead of focusing on long-term market
dominance from the outset, the company adopted a flexible arrangement that could evolve
depending on outcomes. This cooperative approach reflects the affordable loss principle and
also shows how partnerships can be used as a deliberate mechanism for risk control. As Dew
et al. (2009) point out, effectuation emphasizes experimentation that a company can afford to
survive rather than the pursuit of maximum return, especially in uncertain contexts. C18’s
decision to cooperate with partners was not just a cost-cutting or risk-avoidance measure, it
also reflected their strategic logic that focused on learning, adaptability and long-term
resilience. They took measures e.g., co-developing intellectual property and included
contingency clauses in the agreements. These reduced potential risks of the testing, and the
survival of the company would not be threatened. In this way, collaboration became a way to
maintain the company’s strategic flexibility and enabled it to make progress without
overcommitting, and created shared capacity to navigate future uncertainty.

A third example is C24, which quickly switched to local delivery and online sales during the
COVID-19 pandemic. This strategic adjustment was not planned over the long term. Instead,
they leveraged all the resources they already had, including staff and infrastructure, to
respond to the situation right away. According to the founder, the team “made the decision
over a weekend meeting” and immediately “reorganized existing stock and equipment to
support local delivery.” The shift was low-cost, reversible, and fast, which shows how MSEs
can use existing resources to adjust rapidly in the face of uncertainty. More importantly, it
helped the company recover short-term cash flow without taking on external debt, reinforcing
how effectual logic emphasizes survival and adaptability over prediction. This case clearly
illustrates the processual and evolutionary features of effectuation in small companies
(Reymen et al., 2015), where strategic direction emerges from real-time decisions under
pressure rather than pre-planned responses.

These examples show that effectuation in MSEs is not merely an improvised reaction to
external challenges, but a deliberate and thoughtful way of thinking strategically when
resources are under constraint. The actions of these companies reveal consistent patterns of
trial-and-error, small-scale experimentation and careful risk awareness. These companies do
not try to eliminate uncertainty. Instead, they manage it by engaging in controlled and
iterative actions that allow them to adapt gradually and learn through experience. Although
this learning process might be informal, it is repeated, reflective and eventually becomes
embedded in the firm’s operating logic. Over time, it gets internalized and influences how
decisions are made across different situations, which makes effectuation more of a behavioral
pattern. In this way, effectuation emerges as a sustainable and realistic strategic logic—one
that enables MSEs to survive under resource constraint and complexity but also to recognize
opportunities for learning and innovation. In essence, effectuation provides MSEs with a
practical, repeatable, and adaptive approach to survive, adapt, and grow in uncertain and
fast-changing business environments.
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Emergent Strategy Through Relational Practices

Emergent strategy is not entirely random, but is embedded in the ongoing interactive
practices within MSEs’ networks of relationships with customers, employees, suppliers, and
others (Johnson et al., 2003). Strategy is not the product of top-down planning, but emerges
from everyday interactions and collaborations within the organization (Johnson et al., 2003).
In this sense, many MSEs do not have formal strategic plans in the beginning. Instead, their
strategies emerge through real-life operations, responses to the changing environment, and
gradual adaptation based on customer feedback.

To explain the micro-level mechanism of strategy formation, we adopt the
“praxis-practitioner-practice” model from the SaP perspective (Jarzabkowski et al., 2007).
This framework reveals that strategies do not form barely through isolated decisions by top
managers, but through daily activities of people within the firm, including owners, employees
and even customers (Jarzabkowski et al., 2007). In MSEs, there is often not a special strategy
team or formal process for strategizing, thus strategy forms when people solve problems and
respond to requests in their daily work. Thus, strategy formation is not a single act but a
repeated, evolving practice embedded in the companies’ daily operations.

The case of C25 also vividly illustrates this theory. Through continuous interaction with
clients, the company gradually systematized its consulting services. In the beginning, the
company only provided basic bookkeeping service and they noticed that they were gradually
losing some of their customers, so they initiated communications with their customers and
got to know that many of them need advice on financial planning and tax optimization rather
than simply bookkeeping service. Based on the feedback, they started by offering additional
services, mostly in response to the requirements of their clients. Over time, what began as
small trials just naturally became part of their regular offerings. Interestingly, this gradual
shift—though never really planned in a formal sense—ended up raising their revenue by
about 30%. This strategy was very grounded and practical and was formulated on the basis of
the client’s needs. As Chia and Holt (2006) point out, strategy can often stem from how
people cope with unfolding situations, rather than from theoretical models. For C25, the
“strategy” came through repeated action, trial, and learning—not from predefining it in the
beginning of their operations. It highlights how strategy is deeply tied to relationships with
stakeholders, especially customers, and grounded in everyday problem-solving in the case of
many MSEs.

Something pretty similar happened with C20. They were mainly selling offline at first, but
after a while, they started noticing that younger customers were behaving
differently—interacting with their products online, leaving comments, that sort of thing. The
team didn’t jump into any big changes right away. Instead, they made small tweaks here and
there—like adjusting the packaging a bit, refining the branding, and paying attention to how
people were responding on digital platforms. One team member even said that reading online
reviews gave them ideas for how to phrase product descriptions. The whole process was more
back-and-forth than linear, shaped by experimentation and feedback rather than a set
roadmap. Eventually, this ongoing interpretation of customer behavior became the foundation
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of their evolving strategy. This aligns with the study of Weick’s (2009). It indicates that
strategy is shaped through sensemaking, which means employees in the organization notice
signals, make sense of them, and adjust their work accordingly. In the case of C20, they
didn’t try to follow a fixed plan. Instead, they let strategy grow through interaction with the
market and internal reflections. This case shows how emergent strategy can help small firms
stay responsive and adaptive to the changing environment, especially when original plans fail
to meet expectations and needs of the customers.

C7 took a trial-and-error approach by launching a simple version of its educational service to
a small group of users. When they tried to develop a reading service product, they started
with a small-scale trial, called Minimum Viable Product and only provided them to a few
customers. Then they gradually improved their product according to the feedback from these
users. In this case, the company allowed their product to evolve step by step instead of
struggling to make it the best version in the beginning. Similarly, C17 conducted technical
evaluations of their product with customers by using testbeds. Based on real-time customer
feedback, they improved and finalized their product to ensure shared understanding and value
with the customers. This process reflects what Fisher (2012) describes as bricolage—a
mindset which enables entrepreneurs to leverage their available resources and then
continuously adjust strategies based on immediate feedback from the market. The cases of C7
and C17 show that strategy does not have to be fixed from the beginning. In fact, their
product was not even fully defined when first introduced to the customers. Rather than seeing
the lack of a complete plan as a weakness, these companies viewed it as a way to stay close to
customer needs and to stay agile. This suggests that strategic refinement was not just
technical—it was also interpretive, shaped by how they made sense of users’ reactions over
time. In contexts of uncertainty, the ongoing experimentation may actually be the most
effective way to build strategy that truly fits changing market conditions.

These cases illustrate that emergent strategy in MSEs is formed through dynamic interaction
between internal actors and the external environment, and that strategy formation is a social
process. Through constant adjustment and adaptation to both external conditions and internal
dynamics, an organization’s strategy evolves through “doing” and “responding”
(Jarzabkowski et al., 2007). The operations of these companies reveal that MSEs do not
“formulate™ strategy in a traditional way, but they “make” strategy through relationships,
learning, and daily interactions with the market. From the examples we can see strategy is not
a finished product, but a practice. It gradually takes shape through continuous action,
revision, and reflection over time. In highly uncertain and resource-constrained
environments, this form of practice-based strategy is not only viable, but also the most
realistic option for MSEs. It enables them to stay responsive and adaptive to the market so
that they can gradually grow despite all the uncertainties and challenges.

Improvisation as Situated Strategy Practice in MSEs

MSEs’ improvisational actions in empirical findings appear to be autonomous decisions
driven by personal intuition or experience. For example, the founder of C3 organized an
emergency rework when facing a supply chain failure, and the founder of C15 personally
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intervened to manage deliveries during a staft shortage. From the SaP perspective, however,
these actions are not just individual actions; they actually reflect embedded routines,
accumulated expertise, and repeated engagement with specific types of challenges. What
appears to be intuition is actually the result of tacit knowledge formed through years of
exposure to similar business environments. This is described as “patterned spontaneity”,
where seemingly spontaneous reactions are based on structured experiences and familiar
routines (Hadida et al., 2015). Although improvisational responses are executed by
individuals, they are supported by organizationally embedded practices, contextual
familiarity and habitual responses developed over time (Cunha et al., 1999). Seen this way,
improvisation is not a purely individual act, but a semi-structured performance embedded in
organizational life. As stated by Whittington (2006) and Jarzabkowski et al. (2007),
strategizing takes place through situated and embodied practices. Individual actions are never
isolated but always situated within the organization, shaped by routines, relationships and
material contexts (Feldman & Orlikowski, 2011). Thus, MSE founders’ quick decisions are
not expressions of isolated agency, but rather manifestations of how strategy is performed
through organizational memory, shared practices and contextual familiarity.

The empirical findings also show another logic of improvisation in MSEs, one that is driven
not by intuitive expertise but by situational necessity. In some cases, decisions were made not
because the decision-maker knew the best course of action, but because there was no time or
space for deliberation. One MSE founder (C3) explained that she acted quickly “because
there was no other choice at the time”. This reflects what Simon (1997) and Mintzberg (1994)
describe as bounded rationality, where decision-making under conditions of limited time,
incomplete information and restricted options. In this case, improvisation becomes a coping
mechanism that has nothing to do with experience and more about feasibility. Weick (1993)
notes that in high-pressure environments, people often act before fully understanding the
situation because waiting is not an option. Organizational decisions are frequently shaped by
what is possible rather than what is ideal (March, 1994). Therefore, improvisation is not
necessarily strategic in a planned sense, but it becomes essential to keep the firm running
when formal planning is impossible.

Improvisational behavior in MSEs is heavily mediated by tools and artifacts that support fast
decision-making. The founder of C25, when faced with an urgent tax issue, reverted to the
“Tax Audit Checklist”, a prestructured template developed from previous work experience.
This indicates that improvisation is not unprepared but relies on adaptable material resources
that encode organizational memory (Moorman & Miner, 1998). Therefore, improvisation
often involves bricolage, i.e., the creative and flexible recombination of available materials,
tools and routines to solve immediate problems (Cunha et al., 2003). By using these
templates, actors are able to make quick decisions without sacrificing consistency or
reliability. Rather than being passive aids, these artifacts actively shape the way in which
strategy is implemented, influencing the speed and quality of decision-making (Jarzabkowski
et al.,, 2016). Their presence in day-to-day operations highlights the fact that even urgent
actions are often grounded in established procedural structures (Feldman & Pentland, 2003).
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While relational interaction has been shown to shape longer-term strategic emergence,
especially in the context of customers’ or partners’ engagement, in improvisational settings, it
serves a different function (Johnson et al., 2003). In such cases, social interaction becomes an
immediate coordination mechanism that supports rapid alignment and response (Weick,
2009). Cunha et al. (1999) add that such coordination often takes shape through mutual
adjustment rather than formal structure. Some MSE founders, such as C10 and C5, make
strategic adjustments through continuous communication with their clients, employees and
business partners. The founder of C10 solved a project bottleneck by taking over the design
task herself, using not only technical skill but also an understanding of client expectations,
team constraints and delivery timelines. This real-time improvisation is not about gradually
emerging strategy, it is acted upon with the support of trust, shared knowledge and informal
coordination (Leybourne & Sadler-Smith, 2006). These decisions emerge through informal
interaction and in-the-moment sensemaking, showing how social processes play an important
role in improvisational practices (Weick, 2009). Thus, improvisation in MSEs becomes a
relational activity, co-constructed with others and based on shared understandings. This
coincides with Chia and Holt’s (2006) conception of strategy as “practical coping”, in which
actors engage in situated streams of action guided by an embodied sensitivity to the situation.

Improvisation can also be used as a tool for organizational learning. MSEs such as C16’s
experience with a software failure or C5’s turnaround during pandemic containment illustrate
how improvisational responses are not only reactive but also generative. In these MSEs,
whether by refining backup protocols or reconfiguring the service delivery model, immediate
action under pressure informs future practices, as Argote and Miron-Spektor (2011) explain
by stating that experiential learning is at the heart of organizational adaptation, especially
when it is transformed from tacit improvisation into transferable knowledge. Cunha et al.
(2003) also highlight that improvisation can give rise to new practices, which, over time, may
become stabilized and institutionalized as part of the organization’s routine ways of working.
This kind of learning also supports what Teece (2007) describes as dynamic capabilities,
when improvisation enables firms to sense new challenges, respond quickly and adjust
internal processes accordingly. In MSEs, this knowledge is rarely documented but can be
internalized in repeated practice, thus laying the foundation for more resilient strategic
responses to future challenges (Lave & Wenger, 1991).

In summary, improvisation in MSEs is an important mode of strategizing. Although it is often
carried out by individuals, it is shaped by routines, tools and relationships that structure
action under pressure (Jarzabkowski et al., 2007). Improvisation is a distinct strategic logic
that complements both planned strategy and emergent adaptation (Cunha et al., 1999).
Especially in uncertain and resource-constrained contexts, it allows firms to respond quickly
while maintaining strategic coherence (Moorman & Miner, 1998; Weick, 2009). For MSEs,
improvisation is not just reactive, it is a practiced, embedded, and necessary way of making
strategy.
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Hybrid Strategies as Practical Navigation: Beyond Conceptual Tensions

The results are that MSEs often navigate between deliberate, emergent and improvisational
strategies without perceiving them as conceptually incompatible. Rather than switching
between opposing logics, they selectively draw on each depending on unfolding
circumstances. This ability to draw on different strategic approaches situationally is more
effectively interpreted through SaP lens, i.e., strategy is not an abstract model but as a
socially and materially embedded activity that takes place in the context (Whittington, 2006).
In the empirical findings, C20 maintained a clear branding strategy but adapted their
communication approaches during the pandemic to respond to changing customer
expectations. This adjustment did not replace the original plan, but rather increased its
relevance, reflecting what Mintzberg and Waters (1985) refer to as an umbrella strategy: the
direction remains stable while the execution evolves. A similar example can be found in
another MSE, C10, where the founder of the firm initially pursued a deliberate expansion
plan, but had to revise the course of action when the unexpected withdrawal of a partner
disrupted the original setup. This shift did not undermine the strategic intent, but rather
demonstrates how implementation can evolve as external conditions change (Mintzberg &
Waters, 1985). Instead of stopping the project, the founder modified the business model to
combine pre-set goals with emerging opportunities. This is consistent with what
Jarzabkowski et al. (2007) call praxis, the enactment of strategy by adapting it to the context
in day-to-day activities. It points to a model of strategizing in which planned intentions are
continuously influenced by situational demands (Chia & Holt, 2006). From this view,
strategic hybridity is not a conceptual inconsistency but a logic of practice that unfolds
through embedded, routine-based action (Vaara & Whittington, 2012).

This ability to mobilize different strategic modes depending on the situation is closely related
to how decision-makers interpret the environment and act on their experience. In situations of
uncertainty, decision-making in MSEs relies less on abstract reasoning and more on intuitive,
practical judgment. Chia and Holt (2006) describe this as practical coping, where individuals
act effectively in complex situations by using familiar routines and their understanding of the
context. One example of this comes from CI12, whose founder used a calendar-based
approach to plan seasonal events, but then responded quickly when a supplier failed to
deliver, adjusting the offer on short notice. These actions are characteristic of bounded
rationality, a mode of reasoning in which choices are made under constraints of limited time
and information (Simon, 1997). In this case, heuristics are used not as second-best
alternatives for planning, but as context-sensitive strategies in their own right (Gigerenzer &
Gaissmaier, 2011).

Hybrid strategy also unfolds across time. Strategic activity in MSEs rarely follows a strictly
linear path. Instead, it evolves through layers of adjustment and repetition. While deliberate
strategies can provide long-term direction, short-term improvisation gives rise to new
practices that are eventually formalized. This gradual transformation of action into
established practice reflects the temporal dynamics of strategy work, where actions are
adjusted in the moment and later reinterpreted to form coherent narratives, which is
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retrospective sensemaking (Weick, 1998). For example, a promotional plan in C7 was
originally pre-designed, but later, this plan was modified temporarily in response to customer
feedback. Instead of invalidating the original plan, the change became part of its evolution.
This adjustment indicates that MSEs used both deliberate and emergent strategies at different
points in response to changing environments (Ireta-Sanchez, 2024). In this process, MSEs
build absorptive capacity by incorporating experience into structured routines (Zahra &
George, 2002). Such routines also reflect how these firms build dynamic capabilities by
adapting their resource configurations in response to changing demands (Teece, 2007).

What enables MSEs to apply different strategic modes in practice is the way their founders
and owners are involved in everyday operations. Hybrid strategies do not emerge from the
abstract conceptual planning, but rather from concrete actions shaped by habits, accumulated
experience and ongoing social interactions. As Johnson et al. (2003) point out, strategizing
occurs at the micro level, often through ordinary tasks e.g., modifying routines or
coordinating roles. Over time, these seemingly minor adjustments produce recognizable
patterns of hybridization. For example, at C18, the temporary logistical workaround
introduced during the crisis gradually evolved into a regular practice, not through formal
decision, but through constant repetition. Jarzabkowski et al. (2016) emphasize that strategic
work involves who acts, what they do and the tools they use, all of which are closely
intertwined in MSEs. The ongoing process is also consistent with what Hadida et al. (2015)
describe as patterned spontaneity, whereby improvisational responses become ingrained
through repeated use. In this sense, strategic hybridity is less a planned outcome than a
practical, lived result of how organizing is carried out day-to-day.

Moreover, hybrid strategy is not only a matter of internal reasoning or reactive
problem-solving; it is also shaped by the ongoing interaction between MSEs and their
external environment. Feedback loops from customers, supply chain partners and market
dynamics frequently reconfigure how strategic modes are balanced. Over time, such feedback
not only triggers one-off responses, but also becomes part of how decision-makers interpret
their context and adjust their strategic routines accordingly. Strategy is inherently relational
and socially situated (Vaara & Whittington, 2012), this dynamic is especially visible in
MSEs, where external changes are felt more immediately and where responsiveness becomes
a condition for survival. Viewed this way, dynamic capabilities are not built through abstract
routines but emerge through direct, repeated engagement with environmental change (Teece,
2007). What we observe in MSEs is that hybrid strategies do not emerge in isolation but grow
out of the repeated and relational interactions between firms and their environments. It is also
consistent with Chia and Holt’s (2006) concept of practical sense-making, which sees
strategizing as a lived process shaped by situational responsiveness.

In MSEs, hybrid strategies are practical responses to running a business under dynamic and
uncertain conditions. Strategies do not follow a predetermined pattern, but rather emerge
from how MSEs’ decision-makers engage with the context through daily activities. What
appears to be a tension between strategic modes is in fact a form of practical navigation in
which different strategies are combined situationally rather than being mutually exclusive.
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The SaP perspective makes it clear that such hybridity is not a theoretical inconsistency but
an outcome of situated judgment and ongoing adaptation (Whittington, 2006; Jarzabkowski et
al., 2007). It reflects how strategy is shaped over time through action, adjustment, and
interaction rather than being designed in advance (Vaara & Whittington, 2012).

Conclusion

This study explores how MSEs strategize through everyday business practices. Through the
SaP perspective, the findings show that deliberate, emergent, and improvisational approaches
are not applied in isolation or follow a fixed sequence. Instead, MSEs combine and adjust
these modes in response to situational demands, constraints, and evolving judgments.
Strategy is not developed separately from day-to-day operations but emerges within them, it
is shaped by the way MSE founders and owners engage with their environment, make use of
available means and respond to unfolding challenges. These strategic actions often lack
formal articulation but are critical for the firm’s direction and adaptability. MSEs rarely rely
on a single strategic logic, they navigate among multiple approaches, drawing on planning
structures when possible, responding flexibly to emerging situations, and improvising under
pressure when necessary. This understanding challenges traditional models that emphasize
formal planning and fixed implementation, and instead points out that strategy is developed
through real-world conditions and practical decision-making, which is closely related to how
MSE:s carry out their day-to-day operations.

Theoretical Contributions

This study makes three important theoretical contributions. First, it shows how deliberate,
emergent and improvisational strategies are not conceptual opposites, but rather contextually
combined through situated action. Second, the study extends the SaP literature by
incorporating the logic of effectuation into the understanding of MSE strategizing. Rather
than being an alternative to planning, effectuation functions is a complementary logic through
which entrepreneurs make decisions under uncertainty, guided by available means and
acceptable risk (Sarasvathy, 2001; Dew et al., 2009). Third, this study contributes to a more
practice-based theory of strategy in MSEs, revealing how strategic direction emerges through
the accumulation of small adjustments, environmental judgment, and organizational learning
over time (Chia & Holt, 2006; Zahra & George, 2002).

Practical Implications

This study provides concrete insights into how owners and managers of MSEs can work with
strategy under conditions of high uncertainty and limited resources, it shows that effective
strategy work does not have to be formalized or linear. Instead, it often develops through
routine actions, practical judgment, and ongoing adjustments. Rather than starting from
predictions or pre-defined objectives, practitioners use what they have, build partnerships,
and adapt based on immediate responses from their surroundings, i.e., an approach that is
consistent with the principles of effectuation (Wiltbank et al., 2006). The strategic
effectiveness of MSEs depends on the development of their capacity to reflect, adapt, and
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respond to specific situations. For MSEs owners and advisors, this research shows that
strategy often emerges gradually and naturally from activities that already exist within the
organization, even if they are not explicitly defined as strategic work. Routine operations,
informal knowledge, and small-scale efforts can work together to drive strategy formation
and development. By recognizing recurring patterns in past actions and consciously
exploiting them, MSEs can strengthen their strategic awareness and their ability to respond to
change. For decision-makers, this also involves acknowledging uncertainty as a regular part
of entrepreneurial life, rather than treating it as something to be avoided. The findings also
have implications for support systems and training initiatives targeting the MSE sectors. Most
of the existing guidance still relies on predictive planning and structured goal setting.
However, this study shows that small firms often operate differently and their strategies
emerge in action rather than being planned in advance. A more effective direction would be
to help MSEs strengthen their capacity for reflection, refine existing practices and develop
the ability to respond under conditions of uncertainty. Therefore, educational and policy
interventions should be based on the realities of MSEs and focus on what strategy means in
practice rather than in theory.

Future Research Directions

This study provides some directions for future academic exploration. For example, future
longitudinal studies could examine how hybrid strategies gradually evolve in the day-to-day
operations of firms and how improvisational actions gradually precipitate into more
systematic strategic approaches in practice. It is also necessary to explore the role of digital
platforms or informal learning in the formation of strategic capabilities in MSEs. In addition,
comparative studies placed in different institutional contexts can help further understand how
factors such as national, cultural or regulatory conditions influence the strategizing practice in
MSEs.
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