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New traits to open up the gates:
What traits and activities does leadership in small and medium-sized
enterprises (SMESs) need to drive digitalization?

Christian Toros'

Abstract: The purpose of this research work is to create an overall picture of the leadership
traits and activities that have been recognized in recent literature as necessary to promote and
support digitalization in SMEs. Furthermore, this research work also aims to review the
overall picture created for completeness and to identify any research gaps.

The chosen research methodology follows in its approach a systematic literature analysis.
The findings of this research lead to an overall view of the most important traits and activities
of leadership to promote and support the digitalization process in SMEs. Moreover, this work
also leads to the assumption that the topic of trust has been insufficiently considered in the
literature studied, both in terms of traits and activities.

The limitations of this research work are mainly justified by the chosen research method-
ology, but also by the fact that the literature analysis was conducted only on the basis of one
literature database.

The value of this research work lies in particular in the fact that an overall view of the traits
and activities of leadership has been created from the recent literature. This overall view can
serve as a basis for future research projects. In addition, the topic of trust was identified as
an important aspect that should encourage future research to examine this aspect more deeply
in the context of leadership traits and activities to positively influence digitalization
development in SMEs.
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1 Introduction

Digitalization continues to gain momentum, and the use of a wide variety of digital technologies are now available to
companies to manage their business tasks. In addition, the interfaces to the market and to business partners, for example,
are becoming increasingly digital. Of course, this development does not go unnoticed by the responsible leadership teams
either (Gilli et al., 2023). However, there is no exclusivity on the path to digitalization. This means that this path is not
only reserved for certain companies, but can be followed by large as well as small and medium-sized enterprises (SMEs)
(Gonzalez-Varona et al., 2021; Lee et al., 2021).

The question therefore arises: What can leadership contribute to successful digitalization in SMEs? This not entirely
insignificant question acquires substantial relevance through the fact that, according to the view of (Gamache et al., 2019)
the topic of digitalization now plays an essential role in the overall context of the global economy. There still seems to be
a lack of clarity, especially among SMEs, about the best way to implement the process of digitalization. These ambiguities
appear very worrying in view of the fact that ongoing digitalization is ultimately about nothing less than securing
competitiveness and thus also one's own economic survival (Azevedo & Almeida, 2021). These concerns are reinforced
by the very high importance of SMEs for the global economy. According to the World Bank, at least 9 out of 10 companies
worldwide are SMEs. Moreover, they represent the majority in the area of employment of workers with over 50% and
are therefore among the central economic factors (The World Bank).

However, the process of digitalization presents SMEs with a wide variety of different challenges that they must
overcome in the course of digitalizing their companies. In the context of SMEs from the manufacturing sector, (Elhusseiny
& Crispim, 2022) identified several challenges, which were summarized into the following four main groups: Technically
driven challenges, organizationally driven challenges, technologically driven challenges, and legally driven challenges.
Following the argumentation of (Kautsar et al., 2018), the leadership of a company is the most important factor to bring
about change. In particular, leadership performance plays a prominent role in overcoming digital challenges (Luo & Yu,
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2022). One possible reason for this could be that the use of digital technologies in everyday work is very different from
previously known business practices (Strilets et al., 2022).

In the following, the three major topic areas of digitalization, SMEs and leadership will first be specified in the context
of this research work. Since these topics are areas of research that have been studied very comprehensively and in various
sub-aspects in the respective literature, further delimitation is absolutely necessary for understanding this research work
and its theoretical framework (Denning & Liyanage, 2022).

1.1 Digitalization

What understanding of digitalization actually exists in the literature? Different sources use different terms for
digitalization, for example. In addition to the various digital technologies, terms such as "digitization," "digitalization,"
or "digital transformation" exist in English-language literature. Due to the fact that, to the best of the author's knowledge,
there are no generally valid definitions for the mentioned terms, they will first be explained on the basis of individual
definitions from the literature. Subsequently, the understanding of digitalization in the context of this work will be
explained.

The term "digitization" is interpreted by (Ritter & Pedersen, 2020) as "... the transformation from analog to digital
data ...". A slightly different explanation with "Digitization involves standardizing business processes and is associated
with cost cutting and operational excellence." comes from (Ross, 2017), which refers more to the economic aspects of
"digitization". “Digital technologies”, according to (Bharadwaj et al., 2013), are understood "...as combinations of
information, computing, communication, and connectivity technologies...". Furthermore, the consequences of the use of
“digital technologies” are assessed by (Martinez-Caro et al., 2020) as "...the introduction of digital technologies implies
profound changes in the ways of working and interacting with the environment in organizations." For further
classification, according to (Govers & van Amelsvoort, 2023), the understanding of "digitalisation" refers to "...adapting
digital technology to business processes." A slightly broader definition of "digitalisation" from (OECD, 2019) is:
"Digitalisation is the use of digital technologies and data as well as interconnection that results in new or changes to
existing activities." This definition expresses the fact that digitalization also entails a process of change. (Maltaverne,
2017) interprets "digital transformation" very broadly, describing it as "...a digital-first approach that encompasses all
aspects of business, regardless of whether it concerns a digital business or not. It leads to the creation of entirely new
markets, customers, and businesses (people, capabilities, processes, operating models,...)." Meanwhile, (OECD, 2019)
makes reference to "digitisation" and "digitalisation" in its conception of "digital transformation": "Digital transformation
refers to the economic and societal effects of digitisation and digitalisation."”

The understanding of digitalization used in this research work is based on the last two explanations of "digital
transformation".

1.2 SMEs

Following the argumentation of (Alraja et al., 2021), there is no generally valid definition of SMEs. Most national
attempts to classify SMEs are often based on individual measures such as the number of employees, the sales volume or
the amount of assets, or on a combination of measures (Haider et al., 2019). The European Commission, for example,
recommended in its 2003 document that SMEs be defined according to the following criteria: "The category of micro,
small and medium-sized enterprises (SMEs) is made up of enterprises which employ fewer than 250 persons and which
have an annual turnover not exceeding EUR 50 million, and/or an annual balance sheet total not exceeding EUR 43
million." (European Commission, 2003). According to (Haider et al., 2019), the criterion of a number of 250 employees
corresponds to one of the most commonly used thresholds to describe SMEs worldwide. In contrast, the U.S. Small
Business Administration, Office of Advocacy uses a threshold of under 500 employees for SMEs in the U.S. (U.S. Small
Business Administration & Office of Advocacy, 2023). In China, conversely, companies with fewer than 2.000 employees
are also counted as SMEs (Heinrich, 2018).

However, it is fair to assume that SMEs are an integral pillar of the economy for many developing countries (Belitski
& Liversage, 2019) and also in many developed countries (Boksa et al., 2020). (Tewari et al., 2013) even goes one step
further in its comments and describes SMEs as an important economic factor for growth and employment. Therefore, the
fact that according to (Bellakhal & Mouelhi, 2020) it can probably be assumed that digitalization has positive influences
on the economic outcome of companies plays an essential role in the question of the significance of digitalization of
SMEs. This is because, although they have great potential, most SMEs have a considerable backlog when it comes to
digitalization, which they should catch up on as soon as possible in order to be able to live up to their social and societal
responsibility in addition to their economic importance, which has already been addressed (OECD, 2021).

Due to the differences in the definition and delimitation of SMEs described above, no explicit delimitation or definition
of SMEs is used for the purposes of this research work.
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1.3 Leadership

Following (McKinsey & Company, 2022), leadership is not a kind of gift we come into the world with, but rather a
skill that can be learned and improved. Consequently, the view of leadership according to (McKinsey & Company, 2022)
is as follows: "Leadership is a set of behaviors used to help people align their collective direction, to execute strategic
plans, and to continually renew an organization."

However, the increased use of digital tools has initiated fundamental changes in companies and has also had an impact
on the way employees are led, for example (Bersin et al., 2016). In the context of leadership requirements in the digital
age, (Diamante & London, 2002) consider the necessary skills that leadership should possess to manage a successful
transformation. They come to the conclusion that, on the one hand, the ability to involve all stakeholders, both internal
and external to the company, is required in order to operate successfully in the long term. On the other hand, this
necessitates a focus of leadership activities on both technological development and people. A study by (Harvard Business
Review Analytic Services, 2017) names the ability of leaders for their employees to be prepared to drive digitization in
the company, to create images of the future and to depict what new forms the company can take as a result of digitization
as an important factor for successful digital transformation. In a paper by (Wakefield et al., 2016), the need to change the
development of future leaders has already been recognized by companies, and in this context the need for new leadership
traits in particular has also become clear. In addition, the paper also pointed out that the new leadership traits are so
urgently needed because the organizational structure in companies is also changing. Companies are moving away from a
vertically integrated corporate structure to a networked one that focuses on collaboration with different stakeholders inside
and outside the company.

Therefore, the understanding of this research work focuses less on leadership theories or concepts, but rather on the
traits and activities of leaders and leadership as a whole that can help to successfully drive digital transformation in SMEs.

2 Research Methodology

The main purpose of this work is to review the literature of the recent past and to identify the main traits respectively
activities of leadership that are necessary to support and further drive the digital transformation in SMEs. The research
methodology used follows the approach of a systematic literature search, which was chosen primarily to provide a general
overview of the existing literature of recent years and to ensure the neutrality of the researcher in the inclusion of literature
in the framework of the study (Nightingale, 2009). Furthermore, according to (Mallett et al., 2012), a major advantage of
this research method is the disclosure of all steps related to the literature search as well as selection, which makes it
possible to ensure the traceability of the research method in this way. Moreover, literature analysis in general also offers
the possibility to identify research gaps in existing research and thus the opportunity to pave the way for new research
questions (Palmatier et al., 2018).

2.1 Research Questions

The aim of this research work is to explore which leadership traits and activities can contribute to initialize the
digitalization process, if not already done, respectively to support or promote it in the context of the digitalization of
SMEs. In order to assist and structure this research process, the overall objective of this research is divided into two
research questions, which are to be answered within the scope of this research work (Denning & Liyanage, 2022).

Research Question 1: What is the current state-of-the-art in the literature regarding leadership traits and activities to
drive and support the digitalization process of SMEs?

Research Question 2: Do the traits and activities of leadership identified in the literature cover the necessary
requirements of SMEs in order to drive and support the digitalization process in these companies?

2.2 Literature Search and Selection Process

The literature search for the systematic literature analysis is based exclusively on the literature database of Elseviers'
trademark Scopus®, which started its operations towards the end of 2004 (Elsevier B.V., 2023a) and which, according to
its own information, is the largest data collection for citations in terms of peer-reviewed publications (Elsevier B.V.,
2023b). The search terms used in the literature search aimed to cover the literature sources sought as comprehensively as
possible. For this purpose, the following key terms were used: "small and medium size enterprise*"; "small and medium-
size enterprise*"; "small and medium-sized enterprise*"; sme*; "small and medium size compan*; "small and medium-
size compan*; "small and medium-sized compan*"; "small and medium size firm*"; "small and medium-size firm*";
"small and medium-sized firm*"; digit*; lead*. The mentioned search terms were combined and summarized to the
following search path:
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( TITLE-ABS-KEY ( "small and medium size enterprise*" OR "small and medium-size enterprise*" OR "small and
medium-sized enterprise*" OR sme* OR "small and medium size compan*" OR "small and medium-size compan*" OR
"small and medium-sized compan*" OR "small and medium size firm*" OR "small and medium-size firm*" OR "small
and medium-sized firm*" ) ) AND ( TITLE-ABS-KEY ( digit* ) ) AND ( TITLE-ABS-KEY ( lead* ) ).

This led to a total of 704 results in the Scopus® database. In the following, the large number of search results was
reduced by further restrictions. Firstly, only articles that were openly accessible were considered within the search. This
reduced the number of results to 264. In order to take into account the fact that digitalization is a rapidly progressing
process (Albukhitan, 2020), the search was limited to the last five years. Consequently, only results from the years 2023,
2022, 2021, 2020, and 2019 were considered in the search in order to thereby ensure the greatest possible topicality in the
literature search. This reduced the results to 189. In addition, the search was restricted with regard to the type of literature.
The search therefore only considers research from articles or accompanying volumes of conferences. This further reduced
the number of results to 177. Furthermore, for practical reasons, the results were limited to the languages English and
German, which reduced the number of search results to 172. In the last step, only those results were considered whose
publication process was finally completed. In consequence, the number of results was reduced to 164. Due to the
restrictions made, the search path changed and finally looked like this:

( TITLE-ABS-KEY ( "small and medium size enterprise*" OR "small and medium-size enterprise*" OR "small
and medium-sized enterprise*" OR sme* OR "small and medium size compan*" OR "small and medium-size
compan*" OR "small and medium-sized compan*" OR "small and medium size firm*" OR "small and medium-size
firm*" OR "small and medium-sized firm*")) AND ( TITLE-ABS-KEY ( digit* )) AND ( TITLE-ABS-KEY ( lead*
)) AND ( LIMIT-TO (OA, "all")) AND ( LIMIT-TO (PUBYEAR, 2023 ) OR LIMIT-TO (PUBYEAR, 2022
) OR LIMIT-TO (PUBYEAR, 2021 ) OR LIMIT-TO (PUBYEAR, 2020) OR LIMIT-TO (PUBYEAR, 2019)
) AND ( LIMIT-TO ( DOCTYPE, "ar") OR LIMIT-TO ( DOCTYPE, "cp")) AND ( LIMIT-TO ( LANGUAGE
, "English") OR LIMIT-TO (LANGUAGE, "German" )) AND ( LIMIT-TO ( PUBSTAGE, "final"))

The remaining 164 articles were then evaluated on the basis of the following evaluation criteria. In the first step, the
articles were analyzed with regard to their headlines and the key terms specified in the article. This procedure excluded a
total of 68 articles from further investigation, reducing the number of articles to 96. In the second step, the remaining 96
articles were analyzed and selected with regard to their abstracts. This approach reduced the number of articles by an
additional 67 articles, bringing the total number of articles under investigation down to 29. The remaining 29 articles were
subjected to detailed analysis. This led to the result that, for reasons of relevance, the investigation was reduced by a
further 16 articles, so that finally the remaining 13 articles were included in the literature analysis.

3 Analysis of Results

The analysis of the traits and activities of leadership to promote and support the digitalization process of SMEs brought
to light the following traits and activities, first discussing traits and then activities.

3.1 Traits

(Yela Aranega et al., 2023) identified a new type of leadership style in their research work, which has developed as
a result of increasing digitalization and which they refer to as the "Kinder Leadership style". This leadership style is
characterized above all by the following leadership features: "teamwork," "motivation," and "risk-taking". However,
(Yela Aranega et al., 2023) go one step further and see the development of additional traits as necessary. In particular,
they count "innovation" and "creativity" among these. The research by (Lashitew, 2023), among others, looked at the
influence of leadership experience and in this context pointed out that leadership with an intermediate level of
experience is more likely to advance digital technologies.

Referring to the insights gained from their research, (Ahmad et al., 2022) consider the following trait of leadership to
be conducive to digitalization. In their opinion, leadership should have the trait of being able to form visions. According
to their view, this quality would not only promote the formation of novel solutions, but also the establishment of a creative
corporate philosophy, which could have a motivating effect on the employees. Further leadership aspects came to light in
the work of (Rusly et al., 2021). Their study, which among other things explores SMEs' adaptation strategies with regard
to digital transformation, found that leadership has a significant impact on the digitalization process. In their view, this
type of leadership should include the following traits: "technology-foresightedness", "technology passion", "technology
openness", "digital content knowledge" and "broad view perspective of IR4.0". In addition, the study by (Rusly et al.,

2 Industry Revolution 4.0
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2021) identified a correlation between the age of leaders and the speed with which leaders can adapt to digital tools. The
study came to the conclusion that younger leaders need less time to adapt to new digital realities and that this trait has a
positive effect on employees as well as on the entire digitalization process.

The research work by (Otting et al., 2021) assigns particular importance to the leadership trait "openness for the new"
in the context of digitalization. This openness refers to two aspects. First, it refers to the thematic openness in which the
leadership should be interested in various topics, such as further technological developments, but also in cultural changes
in the organization. The second aspect relates to the leadership itself, which in the age of digitalization should have the
willingness to permanently develop itself further. This in turn presupposes a continuous learning process on the part of
the leadership in order to keep pace with the latest developments. (Canhoto et al., 2021) names similar leadership traits
as (Otting et al., 2021) based on the findings from their study. However, the starting point for this assessment is the fact
that SMEs have fewer resources than large companies. Consequently, leadership requires traits that can help compensate
for this imbalance. Therefore, on the one hand, the trait of openness of leadership is emphasized, which should contribute,
for example, to being able to recognize market or technological developments at an early stage. On the other hand also
the willingness to continue to acquire new knowledge in the interest of the company.

The paper by (Abdallah et al., 2021) argues that leadership should have different traits to support the progress of
digitalization within the organization. These traits include "Flexibility", with which a certain openness to progress is
required, similar to (Otting et al., 2021) and (Canhoto et al., 2021). However, according to the study, the prerequisite for
this is an entrepreneurial personality. A further trait required is " Diversified Knowledge", by which is meant the ability
to identify and evaluate developments in other industries and, if possible, to adapt them to one's own industry. The third
trait is "Priority and Results Focus". This trait is intended to express that great importance is attached to the digitalization
process, since this process will ultimately determine the company's success on the market. The last trait, "Ownership and
Responsibility," is meant to express that these traits could represent a kind of guiding function for the employees.

In line with (Ahmad et al., 2022), (Jackli & Meier, 2020) also consider the trait of leadership to form visions to be an
essential factor in the digitalization of the company. One other leadership trait that, according to (Jackli & Meier, 2020),
is needed to implement digitalization is a firm will. (Horvath & Szabd, 2019) consider openness and creativity to be
important traits of leadership in the course of digitalization. Moreover, the willingness to enter into cross-company
collaborations is required as a further trait. In the research work of (Gamache et al., 2019), the following traits of
leadership are considered crucial for digitalization. In addition to personal commitment, these also include the will to lead
by example.

3.2 Activities

Following the reasoning of (Brink et al., 2023), the assumption is made that it is conducive to the digitalization of
SME:s if the individual steps towards digitalization are linked to personal appointments. In this way, it is assumed, the
use of cross-divisional competencies could strengthen the understanding of value creation through the progress of
digitalization. However, according to (Brink et al., 2023), a basic prerequisite for this is that the leadership changes its
previous way of leading and moves from a leadership that is oriented from a top down to a cross-departmental
leadership that takes place at one level.

According to (Ahmad et al., 2022), the likelihood of success in the area of digitalization increases if the leadership in
the company is prepared to improve and further develop its entrepreneurial leadership skills. In addition, another
important activity of the leadership on the way to digitalization of the company is to communicate the process openly and
transparently within the company in order to be able to efficiently involve the workforce in the overall process. The study
by (Otting et al., 2021) sees the leadership, in its efforts to drive forward the expansion of digitalization in the company,
as being challenged above all in the areas of communication and strategy. The digitalization process requires clear and
unambiguous communication from leaders, which should ideally extend across multiple communication channels in the
company. Another key aspect that is highlighted in the study by (Otting et al., 2021) is the need for greater action on the
part of leadership with regard to strategic orientation in the context of digitalization. This means, on the one hand, that
leadership should pay more attention to the timing of its decisions and that it needs to make decisions more frequently.
In addition, on the other hand, leadership should steer its activities to show the company various ways of dealing with the
changes initiated by digitalization and cultural progress. One further point raised by (Otting et al., 2021) in connection
with strategic orientation calls on leadership to focus on innovation not only on the pure creation of results in the sense
of products, but also to actively contribute to promoting innovation in the area of collaboration.

For (Bueechl et al., 2021), employees are a central factor on the company's path to digitalization. For this reason, the
leadership of SMEs should gear their activities toward involving their employees in the process of digitalization. Among
other things, this also requires the leadership to address the specific needs or concerns of their employees. One of the
measures to involve the workforce in the digitalization process could, for example, be to provide training opportunities
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for employees. In addition, the study recommends that the digitalization process be carried out carefully in order to avoid
overburdening employees. Furthermore, leadership should lead by example in the use of digital tools as part of the
digitalization process. Finally, the organization of the individual digitalization steps is the responsibility of the leadership.
This includes both budget planning and cost-benefit analyses, as well as the continuous updating of digital products.
According to (Okfalisa et al., 2021), in contrast, the main activities of leadership to support digitalization are to manage
changes in corporate structure and culture and to promote the creation of networks.

The study by (Jackli & Meier, 2020) essentially revealed two fields of activity which, in the view of the study, are
elementary for the digitalization success of companies. First, leadership should ensure that the fundamental importance
and scope of the digitalization process is anchored in the company and thus in all organizational areas and processes. The
second field of activity concerns the explicit creation of structures and processes for more effective control, coordination
and enforcement of digital initiatives in the company. In this context, (Jickli & Meier, 2020) emphasize, analogously to
(Otting et al., 2021), that these efforts require a corresponding strategy. In the view of (Horvath & Szabé, 2019), the
activities of the company and thus ultimately also of the leadership with regard to the progress of digitalization should
first focus on creating a uniform understanding of change in the organization. Furthermore, it should also be one of the
main activities to break new ground in the conception as well as in the provision of training opportunities.

4 Conclusions

The purpose of this research work is to provide an overall picture of the leadership traits and activities that are considered
necessary in recent literature to promote and support digitalization in SMEs. From the literature review, it became clear
that digitalization itself and also the understanding of digitalization in SMEs have still not reached a satisfactory level
(Gamache et al., 2019) and there is clear potential for improvement. For this reason, this research work makes a valuable
contribution to the successful progress of the digitalization process in SMEs. In the framework of research question 1,
which was adequately answered in chapters 3.1 and 3.2, a systematic literature analysis was conducted and an overall
picture of the most essential leadership traits and activities was created. Moreover, research question 2 examined the
completeness of the overall picture created. According to the author, this analysis led to the conclusion that not all required
leadership traits and activities considered to be necessary for the digitalization progress were fully depicted in the overall
overview created.

In the author's opinion, the topic of trust, for example, was insufficiently considered in the literature examined, both
in terms of traits and activities. Although trust-building activities were listed in some cases, such as the creation of
transparency (Ahmad et al., 2022), an overall concept or a systematic approach to the formation of trust as a promoting
and supporting activity of leadership in the digitalization process of SMEs could not be found in the literature examined.
This can also be applied analogously to the area of traits; here, too, no explicit study could be identified that systematically
addressed trust-building leadership traits in the digitalization process of SMEs. Especially in view of the many
uncertainties among employees caused by digitalization (Bueechl et al., 2021), trust-building traits and activities of
leadership appear to be urgent as well as necessary for promoting and supporting digital transformation within the
organization. This assessment is in line with the research work of (Jackel, 2020), which is of the opinion that the
importance of the trust aspect between leadership and employees will become even more significant in the future in the
context of increasing digitalization.

5 Limitations and Future Research

The research work is subject to various limitations. These are mainly due to the systematic literature analysis carried out,
which is furthermore based only on the search results of one literature database. Future research can use the results from
research question 1 as a basis for further research projects. In addition, the results from research question 2 in particular
can be used to examine the trust factor in the context of the traits and activities of leadership to support and promote the
digitalization process of SMEs in further research.
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