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Abstract

	Background: In the dynamic business environment, the notions of business model (BM) and business model innovation (BMI) have received substantial attention in the industry and by academia. Under challenging and stressful conditions, mindfulness plays a prominent role.
Aims: The study aims to examine how managerial mindful behaviours could lead to the adoption of BM tools to support Small and Medium Enterprises’ (SMEs) survival and sustain continued growth.
Design: The study utilised a quantitative approach. A nonprobability judgmental sampling technique was used to select owners/managers of SMEs (416) in the manufacturing sector in Colombo District. The partial least squares structural equation modelling (PLS-SEM) technique was used to test the hypotheses.
Findings: The result confirms that mindful management shows greater success in value creation, value delivery and value capture of the business. Moreover, the study emphasised the mediating effect of BMI on the relationship between managerial mindfulness and survival and sustained growth of SMEs.
Originality: Backed by previous works, this study provides a first attempt to develop a hypothesised model connecting managerial mindfulness, BMI and SMEs survival and growth. The study used a novel method to measure managerial mindfulness as a collective-level construct and extended the concept of managerial mindfulness as a collective psychological state from large-sized enterprises to SMEs.
Implications: The study provides a guide for SMEs on the drivers of BMI, as an affordable strategy for survival and sustaining continued growth in a developing economy.
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1. Introduction

Business firms face serious challenges to survive and sustain continued growth due to the deviations of technology and the behaviour of key stakeholders (Latifi et al., 2021). Based on these premises, the terms of business model (BM) and business model innovation (BMI) have received substantial attention in the industry and by academia. BM describes the logic of how a firm creates, delivers and captures value (Amit and Zott, 2001; Teece, 2010), while BMI refers to the changes in the main elements of a firm’s BM or the ways of linking these elements in an organised, novel and non-trivial way (Foss and Saebi, 2017). In order to understand a country's growth as well as development, some important indicators like gross domestic product, a country's capital formation, employment and unemployment rate, technological progress, population growth and various other factors are taken into consideration (Pandey & Chaudhary, 2024). Small and medium enterprises (SMEs) are an important part of a country’s economic development, specifically economic growth of many developing economies depends on the growth of their SMEs (WEF, 2022). “SME formation is necessitated by a couple of drivers as follows: (1) necessity, (2) Innovation and (3) opportunity” (Adeosun and Shittu, 2021; Aparicio et al., 2016). “Necessity-driven entrepreneurs can be a result of unemployment or just the drive for survival. Opportunity-driven entrepreneurship is typically around a business idea to fill a need or gap, while innovation-driven entrepreneurship is to improve on a process, market, service, or product or service” (Adeosun and Shittu, 2022). Extensive literature has recognised the contribution of BMI to the firm performance of large firms or multinational corporations (Latifi et al., 2021; Huang et al., 2024). However, only a few research contributions have focused on SMEs and the BM concept, its development, and applications (Cosenz & Bivona, 2021). Compared to larger organizations, SMEs’ value creation processes differ in terms of organisational features, strategic requirements and drivers. Thus, the development of proper BM design methods for the SME context has received scholars’ interest. Moreover, the literature argues that BMI can be seen as a double-edged sword. Depending on the way of implementing BM, firms can experience extensive growth or failure (Christensen et al., 2016). Based on these premises, concerning distinctive organizational features and inherent attributes of SMEs (Terziovski, 2010) (examples: personalised management; niche market orientation; flat/flexible organizational structure; flexibility in responding to contextual changes), examining the factors that drive SMEs in developing economies to translate BMI into higher performance may lead to notable insights of adopting BM tools to facilitate SMEs’ survive and sustain continued growth.

For instance, SMEs have been sturdily hit by the rapid spread of the coronavirus, including hospitality, entertainment, e-business, transportation, healthcare, education and retail sectors (Thukral, 2021). Tied with falling consumer demand and supply restraints, it is no surprise that many SMEs are facing challenging situations. Rahman et al. (2022) opined that, as a consequence of the COVID-19 pandemic, a large number of SMEs would fail within the next few years. Among the determinants regarding the success of business firms during this period, innovative work behaviours received greater attention by scholars (Jobbehdar Nourafkan et al., 2022; Thukral, 2021). More importantly, a mindful response to emerging opportunities and changing conditions leads to improved innovative performance (Bhatti et al., 2021) and innovative work behaviours lead to enhancing competitive advantage for enterprises (Hu et al., 2019).

“Mindfulness is having a nonjudgmental awareness about what is happening internally and externally at the present moment” (Brown & Ryan, 2003). As argued by (Hu et al., 2019), “mindfulness is primarily observed as an individual’s psychological state, scholars have begun to study collective mindfulness, related to the field of organisational management, particularly focusing on managerial mindfulness, i.e. mindfulness shared by the top management team members”. Beneath the exciting and nerve-racking conditions, mindfulness plays a predominant role because it acts as a shield to protect people from the stressful experiences, to encourage optimistic behaviours (Jobbehdar Nourafkan et al., 2022) and provides insights into ethical decision-making (Small and Lew, 2021).

In the sense of employment generation, poverty eradication, economic growth and rural development, SMEs contribute greatly in Sri Lanka. According to the Ministry of Industry and Commerce reports, it has been reported that SMEs represent 75 per cent of the total number of enterprises, provide 45 per cent of the employment and contribute to 52 per cent of the Gross Domestic Product (GDP) (James & Kengatharan, 2020). Auwal et al. (2020) and Shihadeh et al. (2019) emphasised that due to the incompetence of facing the three competitive challenges (sustainability challenge, global challenge and technological challenge), competing and surviving in the competitive environment have become infeasible, thus a large number of SMEs have failed within a few years of their commencement. Owing to the effects of the COVID-19 pandemic, the traditional mechanisms of business strategies are challenged under the threat of disruptions.  Literature further opined that during the crisis, SMEs’ failure rates decrease for up to a decade after the crisis because SME managers’ responses taken during the crisis on their longer-term survival (Paeleman et al. 2024). “The pandemic has created a devastating impact on the SME sector in Sri Lanka; where SMEs had to face issues like shortage of inputs, import restrictions, imposed health guidelines, demand decline for products and services, cancellation of orders, delivery issues, labor utilization issues, difficulties in repaying loans and interest, awful cash deficit and lack of savings”, etc (James & Kengatharan, 2020). Therefore, SME owners or managers in Sri Lanka must understand, develop and implement survival strategies to confront and contain the sustained growth. Based on these premises, it shows a challenging business environment for the SMEs in Sri Lanka. Concurrently, strategy design in SMEs is primarily identified as an informal and less structured process, often led by the owners’ individual experience and gut-feeling. Particularly, the overall business strategy in SMEs is mainly driven by the business owner/manager (ElNaggar & ElSayed, 2023). Therein, thinking patterns or mental status of firm leaders become a key source of implicit, informal, cognitive structures of BMs in SMEs. Given the distinctive organisational features and inherent attributes of SMEs, BMI processes of SMEs can be supplementary facilitated by owners’/managers’ mindful behaviour to introduce and utilise innovative interventions as a dynamic capability to gain competitive advantages. Though mindfulness is identified as a potential critical stimulator of innovative work behaviour, the process of how managerial mindfulness facilitates translating BMI into higher performance of SMEs is under-researched. There is a dearth of empirical research on BMI in developing economies in general, as well as up to date; there have been no attempts to pinpoint how managerial mindfulness explains BMI in SMEs. As such, this raises the research question: How can managerial mindful behaviours drive the adoption of BM tools to support SMEs’ survival and sustain continued growth?

This study contributes to the body of knowledge on business model innovation (BMI) in several aspects. First, it extends the concept of BMI to SMEs in a developing economy. Second, it extends the concept of managerial mindfulness as a collective psychological state from large-sized enterprises to SMEs, where it is relatively unexplored. Therefore, the study contributes to the literature of mindfulness by conceptualising it as a collective-level construct. Third, the study bridges the gap between mindfulness and BMI. Finally, this study provides a guide for SMEs on the drivers of BMI as an affordable strategy to survive and sustain continued growth.

2. Conceptual Basis

2.1 Business Model, Business Model Innovation (BMI) and SMEs

“The business model (BM) concept is an abstract representation of the value flow and the interactions between value elements of a business firm and what benefits a firm provides to its customers and partners, as well as how benefits flow back into the organisation in the form of revenue” (Zott et al., 2011; Brown et al., 2014). “BMs present the current or future state of organisations, showing simple and easy-to-understand illustrations of some or all aspects of how they do business, and how they communicate with others in the same field of work” (Gregurec et al., 2021). The BM concept improves the alignment of strategy, business organization and technology (Osterwalder et al., 2005). “Based on these premises, the effective representation of planning, analysis, communication, and implementation of a firm’s complex units’ performance is reported as one of the major reasons behind the popularity of BM” (Magretta, 2002).

Concerning the way of doing business, the theory of business (Drucker, 1994) opined that business firms should be rethought on three types of assumptions: relating to the firm’s environment, the accomplishment of the mission, and the competencies and resources enabling the fulfilment of the mission, when the firm has experienced a great success or failure. Compared to larger firms, organisational features, strategic requirements and drivers in SMEs’ value creation processes differ, thus new strategy approaches for SMEs should help the development of appropriate BM design methods. “Innovation is ascertained as a critical business strategy that improves the business performance of SMEs” (ElNaggar & ElSayed, 2023). Thus, SMEs should espouse innovative practices that facilitate them to survive and succeed in a dynamic business environment.

Business Model Canvas (BMC) identifies the regularly used business model framework which includes nine business model elements (Osterwalder et al., 2014) namely: relationships with customers, customer segments and channels (linked to customer definition and understanding); key partners, activities, and resources (focused towards key organizational factors improvement); value proposition (referring to the essential of innovations in the product or service); and costs and revenue streams (referring to the financial elements of the model) (Gregurec et al., 2021). In the dynamic business environment and the rise of cutting-edge information technology and digital platforms, no BM can be fixed and last forever, therefore the drivers of innovation in BMs need to be examined (Bhatti et al., 2021; Hou, 2024) and firms should continuously re-think, re-design, and develop its BM to remain competitive over time (Teece, 2010) and tempt to think on innovating value creation, delivery, and capture logic (Massa, 2023). 

BMI is defined as an activity or a process in which key elements of a firm and its business logic are intentionally transformed to achieve competitive advancements (Heikkilä et al., 2018) or as the activity-based perspective of BMs, ensuing changes in a firm’s BM that is new to the world or just new to the firm under analysis (Zott & Amit, 2010). Barjak et al. (2014) defined “three dimensions of BM to measure BMI, namely, value creation, value delivery and value capturing”. “Value creation refers to introducing new products or new services; or resources and capabilities employed in infra- and inter-business processes that generate value for the customer, value delivery concerns on new market segment identification or nature and features of the offered products and services and the conditions at which these are provided and value capturing is referred as introducing a new pricing mechanism and creating a new revenue stream; or the way of business value proposition is converted into profits in a sustainable way” (Ciampi et al., 2021; Latifi et al., 2021; Teece, 2010).  

“There are different drivers that encourage firms to innovate their BMs. Extant literature has investigated the effects of knowledge absorptive capacity, organisational agility, dynamic capability and legitimacy as the influencing factors creating changes within business models” (Bhatti et al., 2021; Wang et al., 2023; Zhang et al., 2023). However, “prior studies dominantly had focused on the investigation of BMI in large firms; few studies recently focused on SMEs” (Latifi et al., 2021), and these studies are predominantly case studies (Pucihar et al., 2019). Literature has highlighted the scares of research exploring the critical factors contributing to BMI and its impact on organisational outcomes (Bhatti et al., 2021). Furthermore, previous literature has mostly focused on factors that can affect innovation in business models of firms characterised by physical resources (e.g.: infrastructure, financial assets); the mechanism of the psychological state of an organisation and BMI affecting the firm’s performance has rarely been studied. Thus, it is necessary to dig deeper into the drivers, and BMI works together on SMEs' performance. In here, there is an awareness of the importance of BMI on enterprise performance, but it disputes that the psychological state of an organisation or collective psychological state needs to be considered in pursuing BMI. On these premises, the study examines how mindfulness/managerial mindfulness and BMI affect survival and sustain the continued growth of SMEs. 

2.2 Mindfulness and Managerial Mindfulness

Recent innovation research has shifted towards mindfulness research (Ye et al., 2022), and recent research on mindfulness has focused towards innovative work behaviours; creative thinking skills, resource development and deployment, and corporate sustainable development (Ye et al., 2022; Hu et al., 2019; Chen et al., 2019). “Mindfulness is having a nonjudgmental awareness about what is happening internally and externally at the present moment or an open or receptive attention to and awareness of ongoing events and experience” (Brown & Ryan, 2003). Moreover, nascent scholars define mindfulness as the awareness of discriminatory details about emerging issues and acting swiftly in response to these details and facilitating resilience quickly (Singh et al., 2021). On this basis, mindfulness incorporates two components, namely attention & awareness and acceptance (Bishop et al., 2004). 

As Bishop et al. (2004) opined, “awareness denotes the subjective experience of internal and external phenomena, whereas attention converges on awareness to highlight selected aspects of that reality. When an individual does not accept what is occurring at a given moment, a natural reaction is to limit awareness and redirect attention” (Brown & Ryan, 2004). In particular, the initial component of mindfulness focuses on the self-regulation of sustained attention on immediate experience, skill in switching back to the experience, awareness of thoughts, feelings, and sensations. The second component comprises impending one’s experience with an orientation of curiosity and acceptance, regardless of the valence and desirability of the experience (Hayes & Feldman, 2004). Bishop et al. (2004) stress “the role of meditation in cultivating mindfulness; attention on the breath as a means to experiencing internal events”. However, Brown & Ryan (2003) argued that “mindfulness is an intrinsic, natural capacity of the human organism; thus, mindfulness is not simply a product of meditation. Based on these premises, mindfulness taps both internal and external stimuli, and mindfulness may be refined through practices other than meditation”.

Scholars have typically put weight on Buddhist philosophy of mindfulness, and they have exclusively viewed it as a type of personal trait (Park et al., 2013). As noted, “individual mindfulness reflects a person’s mental state with the characteristics of present-focused awareness and attention” (Zhang and Wu, 2014). Recently, interestingly enough, mindful practices are gently practised in the business world, believing that the mental mode of managers/employees is one of the key sources of competitive advantage for enterprises (Hu et al., 2019). Weick and Roberts (1993) initiated incorporating “the concept of mindfulness into management literature; conceptualising mindfulness as cognitive flexibility and attention to novelty has diverged from the classic Buddhist philosophy”. As noted in literature, “mindfulness lessens employee emotional exhaustion, aggressive behaviour, burnout, job stress, and turnover intentions, whereas mindfulness enriches employees’ job performance, job satisfaction, pro-social behaviour, empathy, and creativity” (Jobbehdar Nourafkan et al., 2022). Based on these premises, scholars have begun to study collective mindfulness, emphasising that mindfulness can be a collective-level psychological state of an organisation or a team (Hu et al., 2019). Accordingly, managerial mindfulness refers to a collective psychological attention paid to internal and external present-moment states, events, and experiences that is shared by members of the top management team. The managerial mindfulness has received considerable attention because a firm’s decisions are taken as a collective process and top managers’ psychological states are able to influence subordinates’ behaviour, firm strategy and decision-making (Hu et al., 2018; Su et al., 2022). 

In particular, more mindful top management members are less loss-averse and are likely to be motivated to achieve goals in a sustainable manner (Baas et al., 2014). Thus, top management members who are mindful show greater success in investing more in R&D activities (Hu et al., 2019). As noted by Huang et al. (2024), mindfulness is positively related to intercultural communication competence and negatively related to job burnout of the workers in multinational corporations. Shufutinsky et al. (2023) added to this literature by showing that “mindfulness plays a pivotal role in leadership and, particularly, in leading through crises. Mindfulness produces leaders who are able to provide increased self- and situational-awareness, improved team collaboration and cohesion, faster and more informed sense-making, decision-making, and response times, and better cross-team and cross-organisational interoperability”. However, the identification and understanding of how managerial mindfulness, as a collective psychological state of top management, influences innovation in business models remains under-explored.  Specifically, the role of the business owner is more observable and influential in activating business strategy in SMEs (ElNaggar & ElSayed, 2023); understanding and identifying SME owners’ mindfulness is becoming increasingly important. In here, social interaction and inter-organisational interaction have been found to be vital in understanding why some SMEs are able to survive and why others cannot or take longer to do so. Thereby, SME studies extended in a new direction, considering managerial mindfulness. Therefore, it is sensible to investigate managerial mindfulness by taking into account BMI and its impact on SMEs’ survival and sustaining continued growth. 

In summary, the study proposes that managerial mindfulness (MM) is positively related to the BMI of SMEs, which can lead to SMEs’ survival and sustain continued growth. Thus, the following hypotheses are proposed. 

Hypothesis 1:  MM positively affects the continued growth of SMEs.
Hypothesis 2: MM positively affects the survival of SMEs 
Hypothesis 3: BMI mediates the relationship between MM and the survival of SMEs
Hypothesis 4: BMI mediates the relationship between MM and sustain continued growth of SMEs.

3. Methodology

3.1 Measures

The measuring items are adopted from the literature and adapted to suit Sinhala language speakers. Survival of SMEs was measured with the 5 items adopted from Rahman et al. (2022). Sustained growth of SMEs was measured with the 7 items adopted from Achi et al. (2022) and Mabenge et al. (2022). BMI is adopted from Ciampi et al. (2021) and Latifi et al. (2021) (Table 1). 

Table 1. Measurements

	Variable 
	Measurement items
	Source 

	Survival of SMEs
	S1: We have taken cost-cutting measures to face a crisis situation. 
S2: We operate our business as usual in times of crisis, e.g. Covid 19.
S3: We have strong external institutions tied to mitigate the disruptive effect of a shock.
S4: We sense our customers’ needs even before they are aware of them.
S5: We respond to market demands by accelerating e-commerce adoption
	Rahman et al. (2022)

	Sustain the continued growth of SMEs
	G1: Compared to similar SMEs, we have improved our profit rate in the last three years.
G2: We have improved our return on sales in the last three years. 
G3: We have improved our return on investment in the last three years. 
G4: We have increased the number of permanent employees employed.
G5: Our market share improved relative to other similar SMEs.
G6: We acquired new fixed assets.
G7: Business relationships with suppliers, customers, partners, and distributors have improved.
	Achi et al. (2022); Mabenge et al. (2022).

	Business model innovation
	B1: When we sense an opportunity, we are quick at change our operating processes.
B2: New opportunities to serve our customers are quickly understood. 
B3: We always consider innovative opportunities for changing our existing pricing models.
B4: When necessary, we are able to start to collaborate with new business partners.
B5: When necessary, we are able to focus on a completely new market segment.
B6: When necessary, we are able to introduce new products/services as a new value proposition.
B7: We created new revenue streams during the last three years. 
B8: We started new business partner/s during the last three years. 
B9: When necessary, we are able to change our operating processes to satisfy our customers. 
	Ciampi al. (2021); Latifi et al. (2021).

	Managerial mindfulness
	Scanning: 
MS1: We pay attention to how my emotions affect my thoughts and behaviour.
MS2: We intentionally stay aware of my feelings.
MS3: We notice when my moods begin to change.
MS4: As a team, we notice market changes.
MS5: We pay attention to the demand changes happened in the market.
MS6: We notice how changes in the market affect my business. 
MS7: We notice changes in input (raw material) prices. 
MS8: We pay attention to the changes in customer satisfaction. 
MS9: We notice even a small change in customers’ requirements. 
MS10: We pay attention to whether our customers are satisfied with our product/service. 

Interpreting: 
MI1: We are good at finding the words to describe the changes happened in the market.
MI2: We can easily put our opinions regarding the business into words. 
MI3: Even though we are facing a terrible situation in our business, we can find a way to put it into words.
MI4: We are good at thinking of words to express our perceptions regarding changes happened in the market.
MI5: It is not hard for me to find the words to describe the true situation of our business to the employees or customers. 
MI6: When we are facing issues in our business (e.g., financial issues, employees’ issues), I can easily think of the right words to express how I feel about things.
MI7: We can easily put our experiences into words.
MI8: We can easily express our opinions to the employees or customers. 
 
Attention choice: 
MA1: We get completely absorbed in what we are/I am doing, so that all my attention is focused on it.
MA2: We tend to do several things at once rather than focusing on one thing at a time.
MA3: When we do things (e.g., production, marketing), we get totally wrapped up in them and don’t think about anything else.
MA4: When we are working on employees’ matters, part of my mind is occupied with other topics (e.g.: suppliers' issues).
MA5: When we do things, our mind wanders off, and we are easily distracted.
MA6: We tend to evaluate whether our decisions are right or wrong.
MA7: We tend to make judgments about how useful our/my experiences are.
MA8: We make decisions about whether our/my thoughts are good. 
MA9: We criticise ourselves for having irrational or inappropriate decisions.
MA10: We tell ourselves/myself that we shouldn’t be thinking the way we are/I’m thinking.
	Baer et al. (2006)



To measure managerial mindfulness, the study used a novel method. In here, the Attention-Based View (ABV) of the firm (Ocasio, 1997) was used to conceptualise the managers’ collective cognition and attention (Hu et al. (2019) and Baer et al. (2006) scale of the four mindfulness facets: observe, describe, acting with awareness, and non-judging of experience, used to assess multifaceted constructs in mindfulness. The ABV posits that organisational attention replicates cognitive frames of decision makers, which include their knowledge, skills, opinions, values and experience (Ocasio, 1997). Accordingly, the ABV claims how decision makers’ attention depends on three principles namely; focused attention (based on focus of their attention, managers take actions to the issues), situated attention (based on firms’ procedural and communication channels, managers’ attention are situated) and structural distribution of attention (attention of decision makers focus on rules, formal committee structure, and meeting agendas). A socialised view of ABV opined that the impact of the allocation of decision makers’ attention to organisation issues depends on heterogeneity of industry, variance in occupation, and output-oriented backgrounds of the managers (Tuggle et al., 2010). Thus, cognitive framing should reflect the three phases: scanning (understanding situations), interpreting (the ability to put feelings, perceptions, emotion or experience into words), and attention choice (undivided attention given to the current activity and individually collected information is evaluated from different perspectives to reach a consensus) (Kanadl et al., 2022).

Continued revolutions and high volatility of technological and environmental changes lead to a dynamic view of attention and increase the tendency of focusing on internal and external organisational actors (Ocasio et al., 2023). Moreover, there has been growing recognition of the quality of attention. As such, “attentional quality contains rich and vibrant information, reinforced with stability (the capacity to sustain focus over time), vividness (the capacity to combine both richness of detail with breadth of view), and coherence (the ability to draw on and coordinate diverse information and to synthesize it into a meaningful whole) at diverse levels of the organization” (Ocasio et al., 2023). In sum, continued shifts in technology and market liberalisation drive to present innovative empirical settings and elements of attention that are important to the business firms.

Since the practice of mindfulness reflects managers’ more focused attention on a dynamic environment to enrich the prudence of their decisions (Zheng & Xie, 2015), mindfulness relates to mental health and well-being. Thus, the study used Baer et al.'s (2006) scale of the four mindfulness facets to assess the common propensity to be mindful in a dynamic environment. The first facet ‘Observing’ reflects the noticing, or attending to a variety of stimuli; the second facet ‘Describing’ emphasizes labeling, or noting of observed phenomena by covertly applying words. ‘Acting with awareness’ indicates the focusing on one thing in the moment, and the fourth facet ‘Non-judging of experience’ reflects the recognising and acknowledging the presence of the phenomena and permitting them to be as they are without instantly rushing to change or eradicate them. Drawing on these ideas, taken together of the ABV and mindfulness facets (Figure 1), the study constructed the scale of three managerial mindfulness facets: scanning, interpreting and attention choice. Scanning reflects the attention paid to a variation of internal and external phenomena and observing mindfulness skill; Interpreting contains the ability to put sensations, perceptions, emotion or experience into words or describing mindfulness skills; and Attention choice encompasses paying undivided attention to the current activity and acting with awareness and accepting without judgment skills. This process culminated in a 39-item version of Baer et al. (2006), which led to the reduction of the account to a final version with 28 items (Table 1).

Based on the three managerial mindfulness facets, the study re-proposes the following hypotheses:

Hypothesis 1a: Scanning as a managerial mindfulness facet positively affects the continued growth of SMEs.
Hypothesis 1b: Interpreting as a managerial mindfulness facet positively affects continued growth of SMEs.
Hypothesis 1c: Attention choice as a managerial mindfulness facet positively affects continued growth of SMEs.
Hypothesis 2a: Scanning as a managerial mindfulness facet positively affects survival of SMEs.
Hypothesis 2b: Interpreting as a managerial mindfulness facet positively affects survival of SMEs.
Hypothesis 2c: Attention choice as a managerial mindfulness facet positively affects survival of SMEs.
Hypothesis 3a: BMI mediates the relationship between Scanning as a managerial mindfulness facet and survival of SMEs
Hypothesis 3b: BMI mediates the relationship between Interpreting as a managerial mindfulness facet and survival of SMEs
Hypothesis 3c: BMI mediates the relationship between Attention choice as a managerial mindfulness facet and survival of SMEs
Hypothesis 4a: BMI mediates the relationship between Scanning as a managerial mindfulness facet and sustain continued growth of SMEs.
Hypothesis 4b: BMI mediates the relationship between Interpreting as a managerial mindfulness facet and sustain continued growth of SMEs.
Hypothesis 4c: BMI mediates the positive relationship between Attention choice as a managerial mindfulness facet and sustain continued growth of SMEs.
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Fig. 1. Managerial mindfulness measurement structure

To ensure the content validity of the initial measurement items, face validity needs to be tested. Hardesty and Bearden (2004) opined that if measurement items are not face valid, operationalisation of the construct of interest cannot be valid. On this note, evaluating the face validity of 49 items of the scales, it is required to form expert judgment. The measurement items were then sent to a group of experts comprising experts representing academic (5) and SME owners (5). These experts were selected based on a judgmental sampling technique. The experts were then invited to score the relevancy of the measurement items on a 5-point scale (1 indicated embodied irrelevancy of the statement and 5 indicated high relevancy) (Poornima and Husain, 2021). To finalise the statements, the mean value and Kendall’s coefficient of concordance (W) were used. W-value indicates the degree of association among different scores assigned by the experts on different measurement items (Hardesty and Bearden, 2004). Therefore, a W value close to one implies high agreement among 10 experts. Further, p-values (<.000) indicate that measurement items are not independent from each other. The mean values and standard deviations (SD) were computed to finalise the statements. The mean values were greater than 3.0, and the SD was less than 1.0. Overall values seem to suggest that items were representative of the construct of interest. Finally, rigorous reviews were carried out by three academics with relevant expertise and three industry experts to ensure comprehensiveness and clarity.

3.2 Data Collection, Population and Sample

The study employed a quantitative approach, through surveying SMEs in Sri Lanka using a structured questionnaire as the main tool to collect the data needed to analyse the desired relationships. Personally-administered questionnaire surveys were used to collect data from sample units that agreed to participate in the study. A total of 49 items were included in the questionnaire. Response choices for the respondents for the above variables were measured on a five-point Likert scale, where (1 = disagree strongly) and (5 = agree strongly). The instrument also added socio-demographic variables, namely, age, gender, education level, position, area of expertise, experience and meditating practices. 

The population of this study included owners or managers of SMEs in the manufacturing sector in Colombo District, Sri Lanka. The study only used manufacturing firms because value creation, value delivery and value capturing can be easily identified and using a single industry can control the impact of industry differences. Based on Industrial Registration (2021), there are 3480 SMEs registered in the Ministry of Industries in Sri Lanka, and 2088 SMEs are located in theWestern Province. The study chose Colombo District because manufacturing SMEs predominate in the Colombo region and many of the SME manufacturing activities take place in Colombo, in areas such as Homagama, Awissawella and Rathmalana (Industrial Registration, 2021). Although the Ministry of Industries reported that the number of SMEs exceeded 3000 in 2021, it was difficult to find a consolidated, up-to-date sampling frame that includes the names, industry sector, and addresses of SMEs. Thus, a nonprobability judgmental sampling technique was used to select sample units. Judgmental sampling was based on three reasonable and defensible criteria to ensure minimum selection bias and maximum participation from the selected enterprises. The first criterion is the amount of capital required to start a business; second criterion is the owner/manager acceptance to participate in the study and the third criterion is to ensure that the participating enterprises classified as SMEs according to National Policy Framework for SME development (2016) in Sri Lanka (SMEs defines as enterprises which employ less than 300 employees and which have an annual turnover not exceeding Rs.750 Mn.). 

In total, 416 survey responses were used to test the pre-determined hypotheses. According to Krejcie and Morgan (1970) and Sekaran and Bougie (2016), the sample size for this given target population is 340. Further, this sample size is also recognised by the 1 to 5 (1:5) rule originated by Hair et al. (2010). There were 49 measurement items featured in the study, hence at least 245 questionnaires needed to be distributed. Even though the study utilised a personally-administered questionnaire, it wasnecessary to consider the non-respondent rate. As mentioned by Baruch and Holtom (2008), the average response rate of organisational research, using individual data collection methods, ranges from 40% to 60%.  Hence, the study selected 600 sample units and received responses from 449. Out of 449, 33 responses were removed due to not applying collective decision-making practices. Data were collected from two samples: regular meditators and non-meditators. As such, 186 meditators and 230 non-meditators were included. Each of the meditators reported a meditation practice (e.g., breath meditation, referred to as “Anapanasati or ‘Prayer’) at least once a week for the last 6 months or more. 

Demographic characteristics of non-meditators and meditators are presented in Table 2. Results show that SMEs were headed (319 owners and 97 managers) by more males (73%) than females (26%). In terms of education, the majority (32%) of the respondents had attained at least a diploma-level education. The majority (48%) of firms had been in operation for more than 11 years. There was somewhat a fair distribution of SMEs across the sectors: agriculture, textile, clothing, food and restaurant, and furniture. Considering the collective decision-making, the majority (183) of the respondents claimed that 6 to 10 members are involved in the collective decision process. Group differences for the characteristics were not significant (F/χ2 test), presenting demographically matched samples of non-meditators and meditators. 

Table 2. Demographic characteristics

	Characteristics 
	Frequency
	Group difference P

	
	Meditators
	Non-meditators
	

	Gender: 
Female 
Male
	
42
144
	
70
160
	0.08

	Position:
Owner
Manager
	
144
42
	
175
55
	0.17

	Age range:
Below 40 years
40 – 45 years
46 – 50 years
Above 51 years
	
34
38
62
52
	
51
62
78
39
	0.12

	Highest education level:
Ordinary level
Advanced level
Degree
Post-graduate
Certificate level
Diploma level
	
18
-
48
72
36
12
	
25
-
50
35
-
120
	0.24

	Religion:
Buddhist
Hindu
Muslim
Christian
Burgher
Prefer not to reveal
	
128
-
33
17
-
8
	
163
-
15
18
-
34
	0.09

	Number of years in operation:
Less than 5 years
5 – 10 years
More than 11 years
	
10
78
98
	
18
110
102
	0.52

	Number of employees employed:
Less than 50
50 – 100
100 - 300
	
42
87
57
	
112
88
30
	0.31

	Collective decision practice: 
Yes 
No 
	
186
14
	
230
19
	0.47


	No. of participants in collective decision
1 – 5 
6 – 10 
More than 10
	
47
91
38
	
120
92
18
	0.68



3.3 Statistical Procedure

To examine the planned hypotheses, the partial least squares structural equation modelling (PLS-SEM) technique was used. “The PLS-SEM approach is adequate for causal modelling applications whose purpose is prediction and/or theory building. In terms of both bias and precision, the PLS offers excellent capabilities for work with small samples, model identification, and skewed data. In such cases, PLS provides better estimations for causal-predictive analysis in situations where the theoretical model and its measures are not well formed” (Hanseler et al., 2009).

First, the study confirmed the measurement model (reliability and validity), and then evaluated the structural model (bootstrapping). For the measurement model, factor loadings were used to assess inter-item reliability, while viewing a cut-off value of 0.70 (Munir, 2018). The average variance extracted (AVE) describes convergent validity. According to Ramayah et al. (2017), AVE values equal to 0.5 or higher lead to convergent validity. Internal consistency reliability was assessed using Cronbach's alpha and composite reliability (CR), and these values should be above the threshold value of 0.70 (Hair et al., 2014).

Next, the model fitness was examined to determine the goodness of the proposed model. The measures of model fit include standardised root mean square residual (SRMR) and normed fit index (NFI), which are based on the value of chi-square (χ2), which must be significant at the 5% level of significance. Hair et al. (2019) stated that “the value of SRMR should be less than 0.12 as acceptance criterion. The value of NFI must be higher than 0.90, to meet the acceptance criteria, and good model fitness can be achieved when NFI is close to 1”. After fulfilling the requirements of the measurement model, the structural model was tested to determine the significance of the hypotheses. The assessment of the model’s quality is based on its ability to predict endogenous constructs, including the coefficient of determination (R2), path coefficients, and effect size (f2). Finally, group differences between meditators and non-meditators were investigated through independent sample t-tests. 

3.4 Data Analysis and Findings

The study examined common method bias (CMB) as it used cross-sectional survey data. The study applied principal axis factor analysis to identify the factors that are critical for the explanation of variance (Podsakoff et al., 2003). Out of the total variance, 51.28% recorded for a single construct; satisfied the recommended 50%. Table 3 lists the measurement model computations used in this study. The results show that AVE values exceed the respective threshold values (above 0.50), ensuring the convergent validity. Cronbach's alpha and CR values were above 0.70, which falls within the acceptable reliability range (Hair et al., 2010).

Table 3. Measurement model computation

	Variable
	No. of Items
	Final Items
	Loadings
	AVE
	Cronbach's Alpha
	CR

	Survival of SMEs
	5
	S1
S2
S3
S4
	.844
.854
.745
.780
	0.651
	0.789
	0.930

	Sustain continued growth of SMEs
	7
	G1
G2
G3
G4
G5
G6
G7
	.890
.932
.959
.831
.957
.929
.928
	0.844
	0.857
	0.986

	Business model innovation (BMI)
	9
	B1
B3
B4
B5
B6
B8
B9
	.784
.566
.708
.769
.852
.503
.857
	0.534
	0.836
	0.928

	Managerial mindfulness: 
Scanning 
	10
	MS1
MS3
MS4
MS5
MS6
MS7
MS8
MS9
MS10
	.639
.742
.929
.877
.902
.871
.860
.808
.827
	0.693
	0.825
	0.973

	Managerial mindfulness: 
Interpreting
	8
	MI1
MI2
MI3
MI4
MI7
MI8
	.640
.949
.715
.715
.936
.877
	0.795
	0.856
	0.954

	Managerial mindfulness: 
Attention choice
	10
	MA1
MA4
MA5
MA6
MA7
MA8
MA9
MA10
	.651
.632
.575
.864
.640
.817
.716
.732
	0.503
	0.794
	0.930



To ensure discriminant validity, Fornell-Larchker criterion (Fornell and Larchker, 1981) used. As shown in Table 4, the square roots of the AVE, shown by the diagonal italic figures, are greater than their highest correlation value with any other construct; thus agrees with Fornell-Larchker criterion. The convergent and discriminant validity of the measurement model are satisfied. Further, none of the correlation coefficients was above 0.85, indicating the absence of multicollinearity in the variables. 

Table 4. Discriminant validity: Fornell-Larchker criterion

	
	Survival 
	Growth 
	BMI
	Scanning 
	Interpreting 
	Attention 

	Survival 
	0.807
	
	
	
	
	

	Growth 
	.317**
	0.919
	
	
	
	

	BMI
	.464
	.432**
	0.731
	
	
	

	Scanning
	.229
	-.304**
	-.117
	0.832
	
	

	Interpreting
	.588
	.251
	.396**
	.449
	0.892
	

	Attention
	.293
	.317**
	.466**
	.229
	.588
	.709


**Correlation is significant at the 0.01 level (2-tailed)

Independent sample t-Test results for mean group differences (Table 5) indicated that meditators scored significantly higher on scanning mindfulness facet than non-meditators. However, there were no significant differences in other variables. 

Table 5. Mean group differences

	
	Meditators Mean (SD)
	Non-meditators Mean (SD)
	P value

	Survival 
	3.17 (.576)
	3.00 (.787)
	0.252

	Growth 
	2.54 (.754)
	2.66 (.906)
	0.551

	BMI
	3.21 (.504)
	3.31 (.550)
	0.376

	Scanning
	3.50 (.277)
	3.10 (.886)
	0.005

	Interpreting
	3.40 (.397)
	3.27 (.625)
	0.241

	Attention
	3.23 (.414)
	3.17 (.531)
	0.632



3.5 Structural Model

PLS-SEM indices, for model fit, involved SRMR = 0.101 ≤ 0.12, NFI = 0.789 (Hair et al., 2019). Table 6 displays the results of testing direct hypotheses, supported by P values indicating significance levels. Table 6 shows that Scanning, Interpreting and Attention choice as managerial mindfulness facets are significantly responsible for 42% in sustaining the continued growth of SMEs. Thus, H1 was accepted. While it failed to directly affect the survival of SMEs. Thereby, H2 was not accepted. Scanning significantly affects sustain continued growth of SMEs negatively β = -0.443). Also, interpreting significantly affects the sustained growth of SMEs (β = 0.363). In addition, Attention choice significantly affects Sustain continued growth of SMEs (β = 0.765). Also, 31.8% of the BMI of SMEs is significantly explained by the MM. Moreover, 30.1% of the sustained growth of SMEs is explained by the BMI with β = 0.387, p ≤ 0.05 and survival of SMEs is explained by 18.8% with β = 0.194 and p ≤ 0.05. It is evident that SMEs are less prone to link the innovative methods as a key antecedent of survival strategies. 

Table 6. Direct relationships

	Hypothesis 
	Original sample (O)
	Sample mean (M)
	Standard
deviation
(STDEV)
	P values

	H1
	MM - Sustain continued growth of SMEs (R2 = 0.420)
	
	
	
	

	
	H1a
	Scanning - Sustain continued growth of SMEs
	-0.443
	-0.472
	0.120
	0.000

	
	H1b
	Interpreting - Sustain continued growth of SMEs
	0.363
	0.372
	0.104
	0.000

	
	H1c
	Attention choice - Sustain continued growth of SMEs
	0.765
	0.775
	0.115
	0.000

	H2
	MM - Survival of SMEs
	
	
	
	

	
	H2a
	Scanning - Survival of SMEs 
	-0.044
	-0.039
	0.103
	0.670

	
	H2b
	Interpreting - Survival of SMEs
	0.120
	0.100
	0.129
	0.352

	
	H2c
	Attention choice- Survival of SMEs
	0.052
	0.051
	0.114
	0.649

	
	MM – BMI (R2 = 0.318)
	0.394
	0.418
	0.103
	0.000

	
	BMI - Sustain continued growth of SMEs (R2 = 0.301)
	0.387
	0.399
	0.107
	0.000

	
	BMI - Survival of SMEs (R2 = 0.188)
	0.194
	0.197
	0.101
	0.000



3.6 Testing Mediating Effects

To test mediation paths bootstrapping estimation procedure and user-defined estimands were used. As shown in Table 7, it ensures the mediation of BMI in the relationship between Interpreting and Survival of SMEs, Interpreting and Sustained growth of SMEs, Attention choice and Survival of SMEs, and Attention choice and Sustain continued growth of SMEs. BMI does not mediate the relationship between Scanning and Survival of SMEs and Sustain continued growth of SMEs. Thus, H3 and H4 are partially accepted. As shown in Table 6, there is no significant direct relationship between Scanning, Interpreting, Attention choice and survival of SMEs, indicating a full mediation. BMI is partially mediating the relationship between Attention choice and Sustain continued growth of SMEs. Meanwhile, BMI partially mediates the relationship between Interpreting and Sustain continued growth of SMEs. 

Table 7. Mediation analysis results

	Hypothesis 
	Original sample (O)
	Sample mean (M)
	Standard
deviation
(STDEV)
	P values

	H3
	H3a
	Scanning – BMI - Survival of SMEs
	-0.137
	-0.151
	0.076
	0.073

	
	H3b
	Interpreting – BMI - Survival of SMEs
	0.222
	0.231
	0.085
	0.009

	
	H3c
	Attention choice – BMI - Survival of SMEs
	0.284
	0.287
	0.062
	0.005

	H4
	H4a
	Scanning - BMI - Sustain continued growth of SMEs
	-0.069
	-0.070
	0.058
	0.233

	
	H4b
	Interpreting - BMI - Sustain continued growth of SMEs
	0.256
	0.262
	0.102
	0.012

	
	H4c
	Attention choice - BMI - Sustain continued growth of SMEs
	0.301
	0.310
	0.118
	0.011



4. Discussion and Implications

The results of group comparison between meditators and non-meditators acknowledge Brown & Ryan’s (2003) argument, i.e. mindfulness is an inborn, natural capacity of the human; thus, mindfulness is not merely a product of meditation. As Bishop et al. (2004) opined, mindfulness incorporates two components, namely attention and awareness and acceptance. Buddhist scholars and meditative traditions have categorised two types of meditative practice: concentration and awareness/insight (Brown & Ryan, 2004). Concentration meditation contains fixed focusing attention on an internal object, such as the breath, a word, or a phrase (Rahula, 1974). Awareness or insight meditation brings awareness to stand on the instant movement in present circumstances.  However, the second component of mindfulness, acceptance, is beyond attention and awareness of the present. Likewise, Kornfield (1993) asserts that “acceptance encourages a state of mind to be open and facilitates the perception and use of the entire range of mental and physical reality without either suppressing it or acting it out”. In a meditative context, concentration and awareness facilitate keeping receptive attention on psychological and/or behavioural events; however, there are no external demands to negotiate. In this view, it is worthwhile to argue that mindfulness could be inculcated through practices other than meditative practices. As it seems important to conceptualise managerial mindfulness using language that could understand a person without meditation experience.

Previous interference studies have documented the causal effect of managerial mindfulness and innovation (Hu et al., 2019). However, the reciprocal relationship between each facet of managerial mindfulness cannot be ruled out. Thus, the hypothesised model offers a valid argument to investigate the possible paths of managerial mindfulness as an antecedent of BMI, survive and sustain the continued growth of SMEs. As anticipated, the result shows that Scanning, Interpreting and Attention choice, as facets of managerial mindfulness, are significant drivers of BMI (Table 6).  As Paeleman et al. (2024); Ciampi et al. (2021) and Kanadl et al. (2022) opined, top management who pay attention to a variety of internal and external phenomena, are able to put feelings, perceptions, emotion or experience into words and pay exclusive attention on the present activity, are likely motivate to employ resources and capabilities to introduce new products or services that create new value for the customer, leading to convert sustainable value proposition. “From this perspective, mindful top members are autonomously motivated to pursue goals that are more satisfying, persisting for a longer duration, and show greater success than those who are extrinsically motivated” (Hu et al., 2019).

In the sense of continued growth, the result opines that mindful owners/managers are more prone to affect SMEs’ sales growth, market growth and employment growth. It is evident that management observing a variety of internal and external phenomena, is able to put feelings, opinions, emotions, or experiences into words and act with awareness and accept without judgment, significantly affect continued growth of SMEs. As argued by Hu et al. (2019), “mindfulness is associated with autonomous motivation, mindful owners/managers are driven by intrinsic goals that are perceived by themselves as important, valued, or enjoyable”.

The literature has indicated that under challenging and stressful conditions, mindfulness plays a prominent role (Jobbehdar Nourafkan et al., 2022; Shufutinsky et al., 2023). The study aims to show SMEs the importance of understanding the role of managerial mindfulness for survival strategies and to strengthen them in facing future crises. However, the findings did not signify the role of managerial mindfulness of SMEs during the COVID-19 pandemic, and mindful owners/managers are less prone to directly influence the survival of SMEs. As experienced with the Covid-19 pandemic, change is inherent and unavoidable. There is a need for an advanced, prepared top management to be able to deal with the challenges in these environments. Leading SMEs in crises with routine practices, untrained minds, and a vicious preparedness can be problematic. As opined by Nystrom & Starbuck (1984), before SMEs attempt to implement creative responses in crisis, some level of unlearning of old ones is necessary. “Mindful owners/managers can direct employees’ attention towards impending tasks, thus limiting distractions brought about by competing demands and dampening unnecessary emotional reactivity” (Brown et al., 2003). This dominance, therefore, “leads to inhibiting new learning and thus re-creation, both often necessary for crisis response” (Shufutinsky et al., 2023).  

4.1 Theoretical Implications

Given the presumptions of the ABV theory (Ocasio, 1997), the study discloses that decision makers’ situated attention on the business environment change due to the effects of the COVID-19 pandemic. On this basis, the quality of attention (stability, vividness and coherence) on internal and external organisational actors is frantically weakened (Ocasio et al., 2023). As opined by Rahman et al. (2022), SMEs are very reluctant to change their traditional survival strategies, and they reflect that SMEs’ survival strategies are constituted by personalised solutions rather than sensing the market and responding to customers’ potential needs.  The finding provided new arguments over the controversial relationship among innovation, survival strategies and mindfulness. This argument is further replicated in the insignificant mediating effect of BMI in the relationship between scanning and Survival of SMEs (H3a). Thus, mindful owners/managers who are observing mindfulness skills are not likely to link to the commencement of innovative methods as a substantial antecedent of SMEs’ survival strategies. This result remains to address the ways to promote and nurture entrepreneurial culture and knowledge, especially in this time of distress, as it can lay a strong foundation to set up SMEs for a robust and endurable recovery in the long run.

Interestingly, we can infer that there is a plausibility of a mediating effect of BMI in the relationship between Interpreting and Survival of SMEs (H3b) and Attention choice and Survival of SMEs (H3c). Regarding the crisis situation, top management who can put sensations, perceptions, emotions, or experiences into words and pay undivided attention to the current activity are more prone to find numerous opportunities to innovate in value creation, value delivery and value capturing to meet the challenges of crises. The significant mediation pathway (mindfulness - Sustain continued growth of SMEs; H4b and H4c) as well as direct relationship (30.1% of sustain continued growth of SMEs is explained by the BMI) show that a collective psychological state shared by owners or managers of SMEs allows freedom to choose products/services in a structured, novel and nontrivial way that harmonizes a firm’s distinctive competences to sustain organisational aspirations and outcomes. This finding confirmed that collective psychological state is also possible, especially for SMEs, which are not very formal and are operating in developing economies. The study then contributes to the literature of mindfulness by extending the concept of managerial mindfulness as a collective psychological state to SMEs in a developing economy. Working together with entrepreneurial communities can provide social networking and engagement opportunities that are great for collaborations and developing novel solutions through the challenging journey of SMEs. 

4.2 Practical Implications

With the difficulties encountered in SMEs, this sector has been overlooked by scholars, especially in emerging economies. This study is one of the few studies that addresses the BMI in SMEs in Sri Lanka as an emerging economy. This study, unlike others, has acknowledged the role of managerial mindfulness as an antecedent in predicting large firms’ BMI, survival strategies and growth strategies. In the context of Sri Lanka’s emerging economy, SMEs should strive to improve the expectations of stakeholders so as to maintain a positive and optimistic attitude towards enterprises to further promote the decision-making of managers concerned about the emergence of innovative achievements. On these premises, findings of this study revealed three significant practical implications for the top management of SME manufacturing firms in the study context. The first is that the importance of a collective mindful thinking of top management needs to be cultivated, so that the managers can make the right decisions that can lead to the SMEs. Secondly, as a remedy to growth constraint issues, concerning the advent of innovative achievements, mindful thinking of top management can maintain an optimistic attitude towards SMEs' sustainability, leading to improved expectations of the stakeholders. Thirdly, to respond to the challenging and stressful conditions, SMEs should rethink their traditional structures to survive. Managers are fortified to pay cautious attention to the quality of attention and focus on how attention unfolds in particular situations and how issues are framed. Instead of personalised solutions, this study recommends that SMEs should act cautiously by focusing on the characteristics of a problem with respect to its length, breadth and novelty. 

5. Conclusion and Future Research Direction

The limitations in the study need to be acknowledged. This study solely depended on the owners or managers of SMEs in the manufacturing sector. The limited sample basis may have disturbed the generalizability of the findings to some extent. Future studies can expand other groups to improve the universality of the research. Self-report measures on managerial mindfulness, BMI. Surviving and sustain growth of SMEs might be prone to self-responding bias, multiple assessment methods may be employed in the future. Future research can employ qualitative research methods to explore how managerial mindfulness drives BMI, sustain the continued growth and survivalof SMEs. Apparently, exploring cultural factors that may affect managerial mindfulness in different settings may derive opportunity for future studies. Although the study was controlled for the number of employees employed, sector and education and experience of participants, there might be other factors that could influence the relationships examined. Hence, there is an opportunity for future studies to include other potentially significant control variables, such as engagement in export markets, degree of market dynamism and technological turbulence. Finally, this research did not focus on large firms. Thus, future study is required to provide further insights into the role of managerial mindfulness as an antecedent in predicting large firms’ BMI, survival strategies and growth strategies.

Overall, this study provides novel insights into the antecedents of SMEs’ BMI, survival strategies and continued growth. This study addresses the research gap and investigates how managerial mindfulness as a collective psychological state facilitates gaining innovation-oriented interventions as a strategic capability for survival and sustain continued growth of SMEs. Thus, the current research enriches the literature related to BMI and mindfulness and provides novel prescriptive recipes for SMEs.
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