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Abstract

Small to medium enterprises (SMEs) operate in increasingly uncertain, volatile, complex, and
interdependent business environments, where decisions concerning inventory, workforce,
production, information flow, customer relationships, and technology can generate unintended
consequences over time. This paper explores the application of Systems Thinking and System
Dynamics as an approach for understanding and improving the dynamic behavior of business
models in micro to medium enterprises. The study conceptualizes the enterprise as an
interconnected system in which feedback relationships among key variables influence
organizational performance and create reinforcing and balancing behavioral patterns. System
Dynamics provides a structured methodology for identifying important business problems,
understanding the underlying structures that produce undesirable outcomes, and designing
alternative policies to improve system behavior.

The paper develops and examines dynamic business models through simulation-based analysis,
focusing particularly on workforce, inventory, production, customer behavior, delivery
performance, management information systems, training effectiveness, and technology transfer.
Two illustrative business contexts are considered: an LED bulb production model and the
dynamics of Continental Cash Register Systems.

The findings presented in the models indicate that simulation can assist managers in examining
alternative policies before implementing them in real organizational settings. In particular,
structural changes can provide longer-term and potentially more sustainable improvements
compared with adjustments to individual parameters. The study concludes that System Dynamics
can strengthen managerial decision-making by enabling enterprises to visualize complex
interdependencies, test policy alternatives, reduce the cost and time associated with
experimentation, and build greater confidence in strategic initiatives.
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