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1. Introduction

The SME Operational Health Model is a core component of the SME Strategic Resilience System™, a
structured suite of analytical tools developed to assist consultants, advisors, and business owners
in evaluating the structural condition of small and medium-sized enterprises.

Many businesses appear operationally functional while underlying structural weaknesses remain
undetected. These weaknesses may exist within governance, operational processes, financial
discipline, strategic alignment, or succession planning.

The purpose of the SME Operational Health Model is to provide a structured diagnostic framework
that enables consultants and advisors to evaluate these key organizational dimensionsin a
systematic and measurable manner.

The model helps identify areas where structural improvements may be required in order to
strengthen enterprise resilience.

2. Purpose of the Model

The SME Operational Health Model is designed to assess the overall operational condition of an
enterprise.

The model evaluates five critical dimensions of organizational health:

e governance and leadership

® operational processes

e financial discipline

e strategic alighment

¢ succession and continuity planning

By analyzing these dimensions, the model helps advisors determine whether the business is
operating from a position of structural strength or whether certain organizational weaknesses may
exist.

3. Intended Users

The SME Operational Health Model is designed for use by:

* business consultants

® accountants

¢ strategic advisors
e SME advisory professionals
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® business owners
* management teams

The model can also support board-level discussions by providing a structured view of
organizational strengths and weaknesses.

4. Model Overview
The model provides a structured framework for evaluating the operational health of an enterprise.

Users assess each organizational dimension using a scoring approach that allows the model to
calculate an overall operational health score.

The model translates these inputs into:
e operational health indicators

¢ structural risk signals

e improvement priorities

¢ diagnostic insights

These outputs help advisors identify areas where operational improvements may strengthen the
business.

5. Operational Health Dimensions
The SME Operational Health Model evaluates five key organizational dimensions.
5.1 Governance & Leadership

This dimension evaluates the effectiveness of the organization’s leadership structure and
governance practices.

Key considerations include:
¢ leadership clarity

¢ decision-making processes
¢ accountability structures

* management oversight

¢ governance discipline

Strong governance structures often correlate with improved operational stability and strategic
execution.

5.2 Operational Processes
This dimension examines the efficiency and reliability of the company’s operational systems.

Typical considerations include:
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¢ operational workflow

® process consistency

* operational controls

e productivity and efficiency
¢ organizational coordination

Weak operational processes can often lead to inefficiencies that affect profitability and
organizational stability.

5.3 Financial Discipline
Financial discipline is essential for long-term business sustainability.

This dimension evaluates the organization’s ability to maintain financial control and financial
awareness.

Typical considerations include:

e financial reporting practices

* budgeting discipline

* cost management

¢ financial oversight

¢ cash flow awareness

Strong financial discipline helps protect the organization during periods of economic stress.

5.4 Strategic Alignment

Strategic alignment measures whether the organization’s operations and leadership decisions are
aligned with its long-term objectives.

Key considerations include:
e strategic clarity

¢ organizational direction

* execution alignment

¢ long-term planning

* management focus

Businesses lacking strategic alighment often experience operational inefficiencies and
inconsistent performance.

5.5 Succession & Continuity

Succession and continuity planning evaluate whether the business has considered long-term
leadership and ownership continuity.
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This dimension assesses:

® succession planning

¢ leadership continuity

* organizational stability

e transition readiness

¢ long-term organizational resilience

Businesses that lack succession planning often face increased long-term risk.

6. Using the Model

The SME Operational Health Model can be used through a structured three-step process.
Step 1 — Complete the Assessment

Users evaluate each operational dimension using the scoring system provided in the model.
Scores should reflect the current structural condition of the business.

Step 2 — Review the Health Indicators

The model calculates operational health indicators based on the scores provided.

These indicators highlight the relative strength or weakness of each operational dimension.

Step 3 — Identify Improvement Priorities

Based on the scoring results, the model highlights areas where improvement efforts may be most
beneficial.

This allows advisors to prioritize corrective actions and organizational improvements.
7. Interpreting the Results

The results generated by the SME Operational Health Model should be interpreted as diagnostic
insights rather than absolute conclusions.

The model helps identify:

¢ potential operational weaknesses
* governance vulnerabilities

¢ strategic misalighment

* organizational continuity risks

These insights help guide advisory discussions and strategic improvement initiatives.
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8. Improvement Roadmap

The modelincludes an improvement roadmap component designed to highlight areas where
structural improvements may enhance organizational performance. Consultants and advisors can
use these insights to develop targeted improvement strategies.

Examples of improvement initiatives may include:

¢ strengthening governance structures

e improving operational processes

¢ enhancing financial oversight

e clarifying strategic direction

¢ developing succession planning frameworks

9. Important Disclaimer

The SME Operational Health Model is intended for analytical and educational purposes only.
The model does not constitute:

* management consulting advice

* legal advice

¢ financial advice

¢ organizational certification

Users should apply professional judgment when interpreting model results.

10. Relationship to the SME Strategic Resilience System™

The SME Operational Health Model forms one of the core diagnostic components of the SME
Strategic Resilience System™. While the Operational Health Model evaluates the structural
condition of an enterprise, other models within the system analyze additional dimensions such as:
e financial resilience

e enterprise value

e founder engagement risk

e strategic maturity

¢ leadership command structure

Together, these models provide a multi-dimensional diagnostic view of enterprise resilience.
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