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ARTICLE INFO ABSTRACT

Keywords: The survival and performance of businesses depend in part on their resilience when confronted with crises such
Rural business as the COVID-19 pandemic. Drawing on a unique, large-scale survey of 2600 non-farm rural businesses con-
Resilience

ducted during the COVID-19 pandemic, we explore how rural businesses, shaped by their context, cope with the
adversity caused by the crisis. Clustering rural businesses based on their performance during the pandemic re-
veals four groups that are distinctive in their performance: a set of unaffected businesses, and three groups which
were negatively affected, but where their performance varied nonetheless, with declining, stable, and growth
trajectories. Businesses in the negatively affected but growth cluster are distinctive in their resilience strategy,
business profiles, and environmental characteristics. Such businesses rate their community engagement as
higher, but they are less dependent on their local economy for inputs and sales. They are also proactive in
planning for uncertainties and adopt a more transformative strategy. The results have implications for both

COVID pandemic
Coping strategies

public policy and business strategies for promoting future business resilience in rural areas and beyond.

1. Introduction

Over the last 25 years, rural businesses in the UK have faced a series
of crises, including the Foot and Mouth Disease shutdown of 2001
(Phillipson et al., 2004), the 2007/8 financial crisis (Deyoung et al.,
2015), the COVID-19 pandemic (Phillipson et al., 2020), and a cost of
living crisis (Federation of Small Businesses, 2022). The long-term sur-
vival and performance of businesses depends in part on their resilience
in the face of such crises, where business resilience refers to the ability of
enterprises to recover and adapt from adverse, unexpected events
(Gianiodis et al., 2022). Extant research indicates that enterprises vary
in terms of their business resilience, with the latter depending on a range
of factors, some of which can be controlled by the enterprise (e.g., its
business strategy), as well as other factors which are largely outside of its
direct influence, such as the environment in which it operates. But what
matters most in terms of enterprises’ ability to withstand and prosper in
a crisis — is it the characteristics of the businesses, the strategies they
employ, or the context (e.g., location, networks) in which they operate?
This constitutes the first research question which we address in this
paper.

The COVID-19 pandemic challenged traditional working patterns,
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radically changing how and where people work and relax (Belot et al.,
2021). It disrupted how most businesses distributed their products,
communicated with customers, sourced inputs, and employed labour
(Riom and Valero, 2020). As such, the pandemic constituted a seismic
external shock to rural firms and the economies within which they are
located, highlighting the consequences of firms’ alternative approaches
to dealing with external crises. Some firms exhibit proactive strategies,
having prepared for, and built capacity to respond to, unexpected
events, with others being more reactive (Winnard et al., 2014). In some
cases, this involves adopting an offensive strategy seeking to exploit new
opportunities generated by a crisis, introducing new products, targeting
new customers, or increasing marketing activities (Lashitew, 2023).
Other businesses adopt a more defensive approach, perhaps through
reducing costs or investment (Herbane et al., 2004). Our second research
question therefore considers which resilience strategies were adopted by
rural firms during the pandemic and how these related to performance.

The business resilience literature addresses a number of areas,
including evaluating internal weaknesses, identifying how to plan for
future shocks, and understanding how firms recover from extreme
events (Conz et al., 2023; Gianiodis et al., 2022; Linnenluecke, 2017).
These streams of research led to the development of a range of resilience
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indicators, covering firm characteristics, business models and practices.
With the focus on resilience in the context of the COVID-19 pandemic,
and specifically on the ability of rural firms to weather the crisis, our
emphasis is on firm performance, and to this end, we utilise financial
indicators to assess whether firm performance was positively or nega-
tively affected or unaffected by the crisis.

While several studies, including government datasets, captured
business performance during the COVID-19 pandemic, most did not
explicitly consider the specific circumstances of rural firms (ONS,
2020a). Consequently, the evidence base regarding the effect of the
pandemic on rural economies is limited (Phillipson et al., 2020). Our
analysis therefore draws on a large-scale, regionally representative
survey of non-farm rural businesses in England conducted during the
pandemic. The survey, conducted in 2021, collected information on
business performance, strategy, owners’ characteristics and ambitions,
embeddedness in the local economy and networks, use of government
support, perceptions of local infrastructure, and barriers to business
growth (NICRE, 2021). Based on performance data, we cluster busi-
nesses into four categories. One cluster contains businesses which were
not negatively impacted by the pandemic, with the other three groups
experiencing adverse impacts. The negatively affected businesses had
contrasting performance during the pandemic: some witnessed a sharp
decline, others remained stable, while a small group reported high
growth.

To explore the research questions, and to respond to recent calls to
identify the antecedents of business resilience (Brito et al., 2022), we
analyse the differences in business characteristics, strategy and context
between the clusters. In the face of growing environmental and eco-
nomic uncertainty, improving business resilience is a key objective for
small business policy makers and support agencies (Jibril et al., 2023).
As well as its contribution to rural studies, our paper therefore aims to
feed into the wider evidence base on how firms can augment their
resilience and prepare for future crises, a theme which we return to later
in the paper.

The paper is structured as follows. Section 2 provides an overview of
the existing literature on the contextual, organisational, and strategic
factors affecting rural business resilience. Section 3 describes the
methodology we adopt and our unique, large-scale dataset on rural
firms. Section 4 discusses the results, and Section 5 concludes with im-
plications for policy and future research.

2. Context, characteristics, and strategies as antecedents of
rural business resilience

The effects of a crisis on business performance have received
increased attention from entrepreneurship researchers in recent years
(Doern et al., 2019). Much of this work draws on the notion of organ-
isational resilience - defined as ‘the accumulated cultural capacity of an
organization to make sense of risks and negative events, to absorb the
pressure and ultimately protect the organization’s social capital and
reputation (Koronis and Ponis, 2018, p.33). In the face of adversity,
therefore, the internal capacities and assets available to a firm at the
outset, combined with their preparedness and the implementation of a
relevant strategy during the crisis, are likely to be critical in enabling it
to adapt and prosper. However, not all the factors that affect resilience
are under the direct control of a business; the operating environment,
and the resources and opportunities offered, also affect outcomes. Each
of these determinants of business resilience — operating context, business
characteristics, and strategy - are also to some degree shaped by some of
the common features of rural economies and enterprises.

2.1. Rural context
A rural location can both be an asset and liability in terms of

strengthening an enterprises’ resilience capability. A clear illustration of
this is the digital infrastructure of rural areas which is typically weaker
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than that in urban locations. Specifically, internet coverage, speed, and
reliability in rural areas, especially in sparse and isolated areas, are often
poor (Philip et al., 2017). Poor digital connectivity may have negative
impacts on firms’ ability to adopt digital technologies, hampering
growth and relationship building with potential customers, and sup-
pressing awareness of the firms’ products in distant markets (Bowen and
Morris, 2019). These limitations were particularly acute for rural firms
during the pandemic, which restricted face-to-face economic activities
and routes to market and led to a widespread reliance on digital in-
teractions (Phillipson et al., 2020). Rural firms may also face poorer
transport and communications infrastructure than firms in urban areas.
Lower quality infrastructure and greater geographical distance between
rural firms and their suppliers and customers increase business costs and
reduce trading activities and volumes (Limao and Venables, 2001). It
may also place rural businesses at a particular disadvantage in accessing
non-local resources and support during times of crisis.

A rural location can also confer resilience benefits. For instance, the
costs of premises and labour are typically lower in rural areas, and a
lower relative cost base can aid resilience. During the COVID-19
pandemic, commuting to cities reduced dramatically, with a greater
proportion of consumer expenditure occurring locally, boosting demand
for rural services (ONS, 2020b; Scottish Government, 2020). COVID-19
infection rates were also lower in rural areas, prompting some people to
relocate out of cities, and others to reconsider their work-life patterns,
with an increase in demand for rural homes, office, and co-working
spaces (Gallent et al., 2023).

The effectiveness, accessibility, and uptake of national or local
Government support measures put in place in response to external crises
also affect business resilience (Matikonis and Graham, 2023). During the
Foot and Mouth Disease outbreak, many rural firms did not seek out the
support available, while others experienced difficulties in accessing
support or found themselves ineligible (Phillipson et al., 2004). During
the 2008-10 recession, there were weaknesses in available support
provision in rural areas, and it was perceived that recovery funds were
oriented to urban locations and sectors (Commission for Rural Com-
munities, 2010). Earl y in the COVID-19 pandemic, attention was drawn
to the reach of support measures to rural firms, for example due to
concerns over broadband quality and online access and, given their
proportional significance in rural areas, the eligibility of those in
self-employment (Phillipson et al., 2020).

Strong social and community networks in rural communities provide
inter-personal support, and potential access to local financial and labour
resources (Bosworth and Bat Finke, 2020), which can aid business
resilience during a crisis (Campagnolo et al., 2022). Embeddedness in
the local community involves participation in dense social networks
(Habersetzer et al., 2019), which are critical for accessing information
and other resources (Bosworth and Turner, 2018) and realising business
opportunities from localized assets (Korsgaard et al., 2015). Being
strongly embedded in a community aids entrepreneurs diversifying their
business, with positive implications for their firms’ subsequent growth
(Habersetzer et al., 2019). High levels of social capital, with inter-
connected personal or professional contacts (Laschewski et al., 2002)
can facilitate the emergence of local business networks and foster
business creation in local areas (Ring et al., 2010), as well as allow
businesses to reach out strategically to distant networks to seek re-
sources, markets and knowledge that are not available locally (Atterton,
2007; Korsgaard et al., 2015).

2.2. Rural business characteristics

The characteristics of businesses in rural areas also affect their
resilience. While the smaller size of many rural firms may limit the
financial resources they can devote to their resilience, they may have
advantages in being more agile in responding to unforeseeable situations
(Miklian and Hoelscher, 2021). Smaller firms are also often more deeply
embedded in the production and consumption practices of family and
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household relations, which may be an important contributor to resil-
ience (Bennett and Phillipson, 2004). For instance, family firms, which
account for almost 87% of all rural small- and medium-sized enterprises
(SMEs) (Defra, 2022), may cope and adapt by drawing on the unpaid
and flexible labour of family and staff members, or personal savings
(Phillipson et al., 2004). Family networks may also be important in
establishing relationships to help identify and unlock new external re-
sources (Weimann et al., 2020). However, family or household relations
may also constrain the reconfiguring of a business or available coping
strategies. For instance, child and caring commitments may limit the
time available for adapting a business to cope with an altered external
environment (Stamm et al., 2022). The ability of business owners to turn
to household resources is also influenced by gender relations, with
women-led businesses much less likely to be able to turn to unpaid
family labour or to subsidise the business from family financial reserves
(Bennett and Phillipson, 2004).

An inter-related factor is business age. The average age of rural firms
is significantly higher than their urban counterparts (Phillipson et al.,
2019). Younger firms may be nimbler in structure and routines, which
allows them to reconfigure their resources and effectively adjust or
renew their business models to respond to a crisis (Davidsson et al.,
2009). Older firms may, however, have learning from past crises which
they can draw on in responding to unexpected events (Campagnolo
et al., 2022). Indeed, recent evidence suggests that younger firms were
more likely to be negatively affected by the pandemic (Alekseev et al.,
2023).

Business resilience also depends on firms’ internal resources, such as
financial resources, human capital, or tangible and intangible assets.
Resource abundance or resource slack can act as a buffer supporting
contingency plans and be mobilised to weaken the negative effects of a
crisis (Conz et al., 2023; La Rocca et al., 2019; Tognazzo et al., 2016).
Resource abundance is typically associated with larger firms allowing
them to be more resilient in the face of unexpected disruptions (Cowling
et al., 2012). They can have a more flexible and convertible pool of
financial and human resources for redeployment to other activities for
resilience strategies (Alekseev et al., 2023). Large firms may also have
established routines and contingency plans which may allow them to
adopt a more pre-planned approach to disruption (Storey et al., 2010).
In contrast smaller firms, which tend to dominate rural economies, often
have fewer internal resources and may be less able to access external
finance (Beck and Demirguc-Kunt, 2006).

When it comes to an unanticipated crisis, financial resources are a
key predictor of survival for small firms. For example, SMEs with good
access to external finance have been found to be the most resilient in the
face of an economic downturn (Cowling et al., 2015) and the financial
position of a small firm in the weeks and months preceding a recession is
a more reliable indicator than age or company size of the likely impact of
the crisis (McGuinness and Hogan, 2016). Cash flow problems can
impact on a firm’s ability to rebound from crisis (Pal et al., 2014) and
this can be exacerbated by poor support from banks while, conversely,
good support can improve liquidity and the likelihood of survival
(Sullivan-Taylor and Branicki, 2011).

2.3. Business strategy

Business resilience also depends on the strategic choices and ap-
proaches of a firm, such as its preparedness, responsiveness, adapt-
ability, and learning (Koronis and Ponis, 2018) — characteristics which
have generally been underexplored in the literature to date concerning
enterprises in rural areas. For Koronis and Ponis (2018), preparedness is
a functional capacity which includes building resources, engaging in
crisis planning activities and training staff on implementing crisis plans.
Responsiveness is the ability to mobilise resources and networks when
required, often in line with a crisis plan. Adaptability is about being
flexible and able to change in response to new circumstances. Firm
learning concerns its absorptive capacity, in other words, the extent to
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which it can absorb knowledge and, in the context of adversity, to use
the knowledge to adapt or rebound, hopefully strengthened. This
conceptualization of resilience rests on flexibility, adaptability, and the
willingness to improvise in the face of challenges, rather than simply on
the development of plans for unknown future crises.

Firms’ flexibility, adaptability, and willingness to improvise are
strongly linked to their level of ambition (Cowling et al., 2012). Ambi-
tious businesses tend to explore and exploit new business opportunities
in dynamic and uncertain environments (McMullen and Shepherd,
2006). Businesses with ambitions to grow are also more likely to seek
out external resources (Conz et al., 2023; Cowling et al., 2012) which
also enhance resilience capacity (Branicki et al., 2018). Moreover, those
with ambition may possess stronger personal resilience, permitting
owner managers to interpret challenges and identify creative responses.
Having leaders that can inspire flexibility, adaptation, and innovation,
as well as enable innovation and promote the attitudes, values and be-
haviours necessary for flexible responses, is critical for resilience (Vargo
and Seville, 2011). The adverse impacts of a crisis on performance are
more modest for ambitious businesses (Cowling et al., 2015), especially
for those which are able to recognize and act on opportunities arising
from the challenges crises present (Devece et al., 2016).

Preparatory strategies for resilience may be either proactive or
reactive, and defensive or offensive. A proactive strategy involves
advance preparation, and building capability to respond to unexpected
events (Danes et al., 2009), with evidence suggesting that rural busi-
nesses place less emphasis than urban businesses on business planning
and risk management strategies (NICRE, 2021). A reactive strategy on
the other hand implies that a firm responds to a crisis when it happens.
Koronis and Ponis (2018) identify proactiveness as important for busi-
ness resilience, aiding a firm to bounce back from a crisis. Adversity
planning also helps to preserve performance during a subsequent crisis
(Battisti and Deakins, 2017; Campagnolo et al., 2022). Previous research
on firm responses to external crises identifies a cultural tendency in
SMEs to ‘muddle through’ in the face of adversity (i.e., reactive resil-
ience strategy), rather than rely on capabilities related to planning and
preparing (i.e., proactive resilience strategy) (Sullivan-Taylor and Bra-
nicki, 2011). This tendency has been attributed to the more precarious
situation, in terms of uncertainty and resource constraints, that many
SMEs experience compared to larger organisations (Cowling et al.,
2020). SMEs may also be more flexible and better able to respond
quickly to changes in their external environment (Naldi and Davidsson,
2014). In other words, SMEs can implement reactive strategies more
easily and quickly. Firefighting in the face of crises rather than proac-
tively planning for them can also reflect a belief of the leaders of these
firms that planning for crises is aspirational but potentially costly
(Herbane, 2010).

A second strategic choice concerns the type of business transformation
pursued to cope with the crisis: a defensive or offensive strategy. The
former aims to maintain business efficiency and survival through
various approaches, such as cost-cutting measures. The latter, on the
other hand, seeks to create opportunities for long-term value creation,
through innovation and investment (Cesaroni et al., 2020; Conz et al.,
2023). Empirical studies suggest that while an offensive strategy can
improve performance (DeDee and Vorhies, 1998), a defensive strategy
may positively affect firm performance, at least in the short term, by
assuring firm survival (Schmitt and Raisch, 2013). However, for small
firms adopting a narrow retrenchment strategy in the face of crisis, a
focus on cost cutting has been found to be associated with declining
turnover (Wenzel et al., 2020). Whereas strategies focused on innova-
tion (e.g., pursuing new sales channels, products, or customers) are
associated with increased turnover (Klyver and Nielsen, 2021; Wenzel
et al., 2020).

While the influence of strategy on business resilience is long recog-
nised, there is scant evidence regarding rural businesses’ strategic
choices. Our paper therefore seeks to address this gap in the evidence,
using measures of business performance to compare the performance of
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rural firms with different characteristics, contexts, and strategic ap-
proaches in the face of the COVID-19 pandemic. We focus on strategic
choices relating to risk planning, because prior literature links risk
planning with crisis survival (e.g., Campagnolo et al., 2022; Herbane,
2010). We also consider the use of external support in the form of advice
(Jibril et al., 2023) and government support which have been associated
with crisis mitigation (Matikonis and Graham, 2023), as well as
retrenchment strategies such as cost cutting and the use of family re-
sources, and innovation strategies such as diversification in products or
markets, which together have been found to influence firm-level out-
comes following adversity (Klyver and Nielsen, 2021; Wenzel et al.,
2020).

3. Methodology
3.1. Data

This study is based on the State of Rural Enterprise (SORE) survey,
which were conducted by the National Innovation Centre for Rural
Enterprise (NICRE). It covers private sector for-profit and not-for-profit
businesses employing at least one person located in three regions of
England, the North East, West Midlands and South West. The survey was
carried out between June and August 2021, and covered 4055 busi-
nesses, made up of 2666 rural non-farm businesses, 860 urban non-farm
businesses, and 529 farms. Using their postcode, businesses were
designated as rural or urban based on an official classification of census
output areas (ONS, 2013). The latter defines urban settlements as those
with a population of 10,000 or more, with all smaller settlements
labelled as rural. Consequently, the ONS definition of rural depends on
population density rather than land use or travel times. Rural locations
are further sub-divided into three groups: town and fringe, village, and
hamlet and isolated dwellings.

The survey was based on a sampling frame purchased from a com-
mercial list provider, and data were collected using Computer Assisted
Telephone Interviewing (CATI) by a commercial market research
agency. The sample was stratified by region, rural-urban, size, and
sector, in order to give representative results for each region. The survey
provides insights into business resilience, especially the strategies
adopted by enterprises during the COVID-19 pandemic. This is the first
major business survey in England to specifically focus on rural business
performance and behaviour, focusing particularly on rural businesses’
responses to the pandemic.

Here, as we aim to understand resilience, capabilities, and perfor-
mance among rural businesses, we exclude farms and urban businesses
from the analysis, resulting in a sample of 2666 rural firms. In addition,
due to some missing values, the final sample size for the analysis in this
paper is 1948.

3.2. Empirical approach

Our analysis comprised two main stages. In the first stage, we
employed a two-step cluster analysis to identify groups of businesses
with similar performance outcomes during the COVID-19 pandemic.
Cluster analysis helps define groups of firms that are similar according to
some pre-defined dimensions. Two-step cluster analysis involves, in the
first phase, grouping cases into pre-clusters to reduce the size of the
matrix that contains distances between all possible pairs of cases, fol-
lowed by in the second step, clustering the pre-clusters using a hierar-
chical clustering algorithm (Norusis, 2012). Forming clusters
hierarchically allows for exploring a range of solutions, using Bayesian
Information Criterion (BIC) to help gauge the most appropriate.

Since we aimed to cluster businesses into groups whose performance
are distinctive from each other, we considered four dimensions of per-
formance: profitability, employment change, turnover change, and
productivity change. Profitability is a dummy variable indicating
whether or not a business generated a profit in the previous 12 months.
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Performance in terms of employment, turnover, and productivity was
measured in terms of the percentage change in these factors over the
previous 12 months, with productivity measured in terms of turnover
per employee. In addition, given our focus on business resilience, a
further criterion used to identify clusters was whether firms experienced
negative impacts from COVID-19. This criterion is based on answers to a
question whether the pandemic had a positive, negative, both, or no
effects on the business. We classified firms as facing adversity because of
COVID-19 if they indicated the pandemic had either negative effects, or
both positive and negative effects. The clustering outputs informed the
second stage of the analysis, in which we examined similarities and
differences between these clusters.

In the second stage we examined businesses’ characteristics and
behaviours across the clusters, to understand similarities and differences
between them. In order to test whether the differences between clusters
were significant, we employed a Pearson’s Chi-square test (Chi2) and
Kruskal-Wallis test (KW) to identify any significant differences in means
and ranks between clusters, respectively. Both Chi2 and KW are non-
parametric tests which allow for a relaxation of distribution assump-
tions concerning the variables of interest, and thus, both Chi2 and KW
can be used to test for differences between groups for categorical vari-
ables. In addition, both Chi2 and KW also allow for comparing more
than two groups.

4. Empirical results

The performance of businesses in rural areas during the COVID-19
pandemic in 2020-21 varied markedly. Through cluster analysis, four
distinct clusters of businesses were identified based on their perfor-
mance, and Table 1 presents an overview of each group. Each cluster
reflects different levels of business resilience in the context of the
disruption and restrictions imposed during the pandemic. A key
distinction is between Clusters 1, 2 and 3 where firms, despite displaying
contrasting performance outcomes, reported that the pandemic had at
least some negative effects on their business, and Cluster 4 where firms
reported that the pandemic had no negative effect.

Cluster 1, labelled Shrinking, comprised of 484 firms (25% of the
sample) which witnessed negative performance in the year prior to the
survey in 2021. Firms in this cluster, in general, generated a loss,
experienced substantial decreases in turnover and productivity, and a
slight reduction in their workforce. Cluster 2, labelled Stable, accounted
for 50% of the sample of rural firms. In this cluster, firms’ workforces
increased slightly overall while turnover and productivity decreased
slightly. Cluster 3, labelled High growth, accounted for only 3% of the
sample. In this cluster, businesses had a strong and positive performance
during the first year of the Covid-19 pandemic. Firms in this cluster
experienced substantial increases in turnover, productivity and partic-
ularly employment, despite revealing that the pandemic had had
adverse effects. Cluster 4, labelled Unaffected, accounted for 21% of the
sample and, unlike the other three clusters, included those businesses
which reported that the pandemic had not impacted them negatively.
Firms in this cluster increased their turnover, productivity, and
employment slightly through the pandemic (Table 1).

To what extent are the contrasts in business resilience between the
clusters of businesses which experienced negative effects from the
pandemic associated with context, business characteristics and strategy?
Our analysis points to several notable similarities and differences be-
tween clusters 1, 2 and 3.

4.1. Rural context

There were significant differences in terms of the local infrastructure
context in which firms operate. Firms in the High growth cluster tended
to report local physical infrastructure, namely housing and basic ser-
vices, as being of better quality than firms in the Shrinking and Stable
clusters (Table 2). The perceived quality of transport infrastructure and
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Table 1
Performance of firms in clusters using two step cluster analysis.
Definition All Cluster 1 - Cluster 2 - Cluster 3 — High Cluster 4 —
Shrinking Stable growth Unaffected
No. of obs. 1948 484 980 61 423
% change in productivity -11% —38% —8% 64% 2%
Productivity change
% change in turnover —12% —43% —9% 40% 8%
Turnover change
% change in employment 13% —2% 6% 257% 14%
Employment change
A binary variable if a business had profit 72% 0% 100% 67% 92%
Profit
A binary variable if the pandemic had a negative impact 78% 100% 100% 85% 0%

Negative impact of
COVID

on the enterprise

This table provides definition of five variables used for cluster analysis. The mean values of each variable for each cluster are reported.

Table 2
Variation in perception of local infrastructure across performance clusters.

All (%) Cluster 1 Shrinking (%) Cluster 2 Stable (%) Cluster 3 High growth (%) Chi2 test Kruskal-Wallis test
Broadband quality 41.31 35.87 43.0 32.07 3.57%* 5.03*
31.70 27.79 32.04 30.19 0.47 0.92
Transport infrastructure
18.23 17.58 19.32 13.21 1.34 1.94
Public transportation
19.47 15.20 20.85 28.30 4.07** 7.84%*
Affordable housing
23.50 19.71 24.26 30.19 3.05%* 6.49%*
Basic services
This table presents the proportion of firms (%) reporting Good/Excellent quality for each item. *, **, and *** indicate significance at 10%, 5%, and 1% levels.

public transport were not, however, significantly different between the
three clusters. Interestingly, more firms in the High growth cluster
perceived their broadband to be of lower quality than firms in the
Shrinking and Stable clusters. Comparing local infrastructure between
the Shrinking and Stable clusters, firms in the Shrinking cluster reported
weaker local infrastructure. Only a third of firms in the Shrinking cluster
found broadband quality to be good or excellent, compared to 43% of
firms in the Stable cluster. Housing infrastructure and basic services were
also perceived as lower quality by firms in the Shrinking cluster.

The survey also captured managers’ views of the obstacles they faced
in operating their businesses, another indication of the context within
which they operate (Table 3). Firms in Cluster 1 (Shrinking) faced more
obstacles than firms in Clusters 2 (Stable) and 3 (High growth). Access to
external finance was a more prevalent problem for the Shrinking cluster.
Specifically, 25% of firms in the Shrinking cluster had problems with
obtaining finance. Regulatory matters, including taxation, VAT,

Table 3
Business obstacles across performance clusters.

regulation, and red tape were also significant obstacles for enterprises in
this cluster, as were social distancing regulations and economic uncer-
tainty due to the pandemic. Considering different types of rural settings,
i.e., firms in rural towns, rural villages, and rural hamlets and isolated
dwellings, the differences between the three clusters do not appear to be
significant.

Local community engagement was more common among firms in the
High growth cluster, with 50% of them directly or indirectly involved in
local community activities, compared to 45% in the Shrinking cluster and
38% in the Stable cluster (Table 4). Firms in all three clusters, however,
were similar in terms of their involvement with local business networks.
For instance, about 45% of firms in both the Shrinking and High growth
clusters reported that they often interacted with neighbouring
businesses.

A rather different pattern is evident regarding supply chains: firms in
the High growth cluster had more geographically dispersed suppliers,

% of firms reported a specific obstacle All (%)  Cluster 1 Shrinking Cluster 2 Stable Cluster 3 High growth Chi2-test ~ Kruskal-Wallis
(%) (%) (%) test
Obtaining finance 14.32 25.0 12.14 16.39 16.67***  39.05**
Liquidity or cashflow 31.06 50.41 27.55 31.14 36.33%%*  74.84%**
Late payment 24.28 24.38 26.73 11.48 6.20%** 7.43%*
Taxation, VAT, PAYE, National Insurance, business 35.99 44.83 35.82 27.87 7.1 14.09%**
rates
Regulations or red tape 48.87 55.17 47.96 42.62 4.09%* 8.12%*
Unable to find the right skills 46.10 46.69 47.55 36.07 1.61 3.05
Availability or cost of suitable premises 14.12 14.46 14.59 16.39 0.07 1.64
Competition in the market 41.43 42.77 45.20 34.43 1.65 3.14
Social distancing regulations 34.14 51.86 33.06 37.70 23.80%**  48.06%***
Economic uncertainty due to the Coronavirus 53.70 79.33 54.29 44.26 57.98%*%  94,42%**
pandemic
Disruption due to the UK leaving the EU 27.82 25.41 30.31 31.15 2.06 3.95

This table presents proportion of firms (%) reporting a specific item as a major obstacle to their business’s success. *, **, and *** indicate significance at 10%, 5%, and

1% levels.
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Table 4
Local embeddedness across performance clusters.
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All Cluster 1 Shrinking Cluster 2 Stable Cluster 3 High growth ~ Chi2-test  Kruskal-Wallis
(%) (%) (%) (%) test
Local business network (% of firms agreed to a statement)
I know a lot of other business leaders in the local area 41.12 43.39 42.55 37.70 2.1 4.19
42.84 44.62 41.33 45.90 0.86 1.73
1 often interact with neighbouring businesses
42.72 44.63 39.90 34.43 0.37 0.72
Businesses in the local area tend to support each other when
there is a problem
38.61 45.40 37.65 50.82 5.26%**  10.69%**
Local community engagement
Local Supply chain
Local purchase 40.47%%*
55.92 49.64 56.17 68.63
<10%
10%-20% 12.89 9.98 14.07 15.69
21%-40% 8.65 11.19 9.00 3.92
41%-60% 8.59 11.19 7.61 7.84
61%-80% 7.84 7.3 9.00 0
>80% 6.10 10.71 4.15 3.92
Local sale 20.71%* 8.08**
47.22 41.65 46.98 60.87
<10%
10%-20% 11.26 10.28 10.91 13.04
21%-40% 10.71 9.77 12.69 2.17
41%-60% 10.90 15.17 10.44 4.35
61%-80% 9.56 11.57 8.54 6.52
>80% 10.35 11.57 10.44 13.04

while those in the Shrinking cluster were most likely to rely on local
suppliers. Specifically, nearly 20% of firms in the Shrinking cluster made
more than 60% of purchases from local suppliers, something that was
true for only 4% of firms in the High growth cluster. Moreover, 61% of
firms in High growth cluster sold less than 10% of turnover to local
customers, compared to 42% of firms in the Shrinking cluster. At the
same time, 13% of the High growth cluster firms sold more than 80% of
turnover to local customers, which is only slightly higher than firms in
the Shrinking cluster — 12%.

Table 5
Business characteristics across performance clusters.

4.2. Business characteristics

Turning to the characteristics of the enterprises themselves, busi-
nesses in the High growth cluster are more likely to be larger and younger
than those in the Shrinking and Stable clusters. For example, half of the
High growth firms are micro businesses (with 1-9 employees), compared
to 58% of the Shrinking cluster (Table 5). Meanwhile, 16% of High growth
firms were less than five years old, compared to only 7% of Shrinking
firms.

There are also sectoral differences between the three clusters,
reflecting the differential impacts of the COVID-19 pandemic. A quarter

All (%) Cluster 1 Shrinking (%) Cluster 2 Stable (%) Cluster 3 High growth (%) Chi2 test Kruskal-Wallis test

Size (number of employees) 12.54* 8.77%%
56.06 58.06 52.04 50.82

1-9

10-19 21.97 23.97 22.04 22.95

20-49 14.34 11.98 16.22 14.75

>50 7.62 5.99 9.69 11.48

Age 27.45% %+ 10.30%%*

2.45 2.69 1.33 4.92

<3 years

3-5 3.85 4.14 2.87 11.48

6-10 10.95 14.08 9.93 6.56

11-20 29.91 30.02 30.91 31.15

>20 52.83 49.07 54.96 45.90

Sector
13.89 10.74 16.53 14.75

Production

Construction 7.89 5.37 7.55 3.28

Wholesale, retail, transport 22.61 15.08 23.78 11.48

Hospitality 12.92 24.59 7.45 13.11

Business Services 21.78 15.70 25.51 32.79

Other services 20.92 28.51 19.18 24.59

Rural location 4.05 1.73
35.15 33.88 34.69 45.90

Town & fringe

Village 26.14 26.65 25.51 18.03

Hamlet 38.72 39.46 39.80 36.07

This table present proportion of firms (%) in each category of size, sector, age, and location. *, **, and *** indicate significance at 10%, 5%, and 1% levels.
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of firms in the Shrinking cluster were in the Hospitality sector, compared
to only 7% and 13% for the Stable and High growth clusters respectively
(Table 5). Conversely, Business Services sector accounts for a third of the
High growth cluster, compared to 26% and 16% of firms in the Stable and
Shrinking clusters respectively. A higher presence of Wholesale, Retail,
and Transport firms was also seen in the Stable cluster, than in the
Shrinking and High growth clusters.

Firms also varied between clusters in terms of ambition. Firms in the
High growth cluster were significantly more likely to regard developing a
national/international business as critical (38%), compared to 22% of
firms in the Shrinking cluster and 27% of firms in the Stable cluster
(Table 6). However, similar proportions of firms across the three clusters
highlighted the provision of social or environmental benefits and
generating employment as priorities of their businesses.

We also found significant differences between the three clusters in
terms of owners’ profiles and structure. Female-led businesses have a
higher presence in the Shrinking cluster than in the Stable and High
growth clusters. This may reflect greater family responsibilities of
women owners’/managers, as 45% of owners in the Shrinking cluster
had children. Family-owned businesses have their lowest presence in the
High growth cluster (52%), while Stable firms and Shrinking firms are
more likely to be family-owned (70% and 66%, respectively) (Table 7).

4.3. Business strategies

The three clusters also differ significantly in their planning and
management strategies. Firms in the High growth cluster were more
likely to have a business plan and a risk plan in place than firms in the
Shrinking and Stable clusters (Table 8). The risk management strategies
used by the clusters are also different (Table 9). In the Shrinking cluster,
firms were most likely to take steps to reduce costs or address their
financial position (83%). This cluster was also more likely to seek sup-
port from their families, with 50% of them doing so, compared to 30% of
firms in the Stable and High growth clusters. Interestingly, firms in the
Stable and High growth clusters were similar in their risk management
strategies, except regarding strategies linked to diversification. While
61% of firms in the High growth cluster diversified their businesses, only
39% of firms in the Stable cluster did so.

Finally, managers’ willingness to seek external support also varied
significantly across clusters. Firms in the Shrinking cluster were most
likely to take up government support, with 91% of them doing so
compared to 75% of firms in the High growth cluster (Table 10). Firms in
the Shrinking cluster were also more likely to seek external advice (39%),
compared to only 25% of firms in the High growth cluster.

5. Discussion

This paper considers the resilience of businesses in rural areas, by
exploring how their performance during the COVID-19 pandemic
differed depending on their context and characteristics, and by identi-
fying which resilience strategies were used during the crisis. Prior

Table 6
Business ambition variation across performance clusters.
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research suggests that while some businesses see a crisis as a threat,
others may see opportunities, and that their approach, along with their
capabilities and context, will shape their response strategies (Newman
et al.,, 2022). We find that a proportion of firms (Shrinking cluster)
experienced declining performance during the pandemic. However, a
larger proportion were able to avoid substantial negative effects (Stable
cluster) and a small number thrived, emerging with stronger perfor-
mance than before the pandemic (High Growth cluster). Firms in each of
these clusters exhibited similarities related to their macro and local
contexts, characteristics, and strategies, which indicates that rural firms’
resilience is shaped by these factors.

Given the importance of the characteristics of rural areas in shaping
business performance (Agarwal et al., 2009; Kalantaridis, 2009; Phil-
lipson et al., 2019), we assessed firms’ experiences of local infrastruc-
ture, business obstacles and local embeddedness. Firms in the Shrinking
cluster that performed poorly during the crisis were operating in a
relatively constrained environment. These firms were more likely to face
challenges with access to external finance. They perceived that infra-
structure factors, notably the availability of affordable housing and basic
services in their area, were of poorer quality than firms in the better
performing clusters. They also had lower perceptions of their broadband
quality than firms in the Stable cluster, although not the High growth
cluster. Firms in the Stable cluster perceived the availability of afford-
able housing and basic services in their area to be significantly poorer
than firms in the High Growth cluster. Perhaps surprisingly, we noted
that the condition of transport infrastructure and public transportation
did not seem to vary across these groups, with no significant differences
between the clusters’ perceptions of transport infrastructure. We suggest
this may reflect a distinctive element of the pandemic, with COVID-19
restrictions dampening mobility across all firms. Together, these find-
ings indicate significant local infrastructure differences between the
clusters, negatively impacting firm performance (Agarwal et al., 2009).

It is often suggested that rural businesses are more likely to be
embedded in their local economies and communities and that this can
contribute to their success and resilience (Atterton, 2007; Bosworth,
2012; Bosworth and Turner, 2018). Our results supports this. We find
that High growth firms are significantly more likely to engage with their
local community than Stable and Shrinking firms. However, in terms of
the geographical distribution of their sales, High growth firms tend more
to the extremes, being either “hyperlocal” (for 13% of them more than
80% of sales were local) or, more commonly, mostly non-reliant on local
markets (61% of them sold less than 10% of sales locally). High growth
firms are also much more likely than firms in the other two clusters to
have geographically dispersed suppliers. These results highlight the
nuanced spatial reach of High growth firms - engaging locally, buying
globally, and selling glocal. Specifically, High growth businesses engage
with local communities, source inputs from distant markets, and sell to
both local and global markets. This implies a combination of two
different business models - strong local community engagement mixed
with a global strategy of sourcing inputs and sales often oriented to
distant markets. These findings thus support calls to dispense with

All (%) Cluster 1 Shrinking (%) Cluster 2 Stable (%) Cluster 3 High growth (%) Chi2-test Kruskal-Wallis test
Developing national/international business 24.78 22.22 27.11 37.70 4.40%* 9.34%**
61.36 65.68 61.17 63.93 1.08 2.14
Providing Social/Environmental benefits
68.72 70.21 72.53 75.0 0.51 1.04
Providing employment
85.35 82.46 86.48 90.16 3.25%* 6.52%*
Work-life balance
12.17 10.95 14.69 19.67 2.89* 5.75%

Export

This table present proportion of firms (%) reported an objective as important or very important for the business.

levels.

“* and *** indicate significance at 10%, 5%, and 1%



T. Nguyen et al.

Table 7
Owners’ structures/profiles across performance clusters.
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All (%)  Cluster 1 Shrinking (%)  Cluster 2 Stable (%)  Cluster 3 High growth (%)  Chi2-test  Kruskal-Wallis test
Family business 66.42 65.63 70.35 52.46 5.37%%* 6.52%%*

38.05 45.51 35.48 40.98 9.45%** 13.27*
Female-led business

45.76 44.83 48.97 39.34 1.68 3.32
Having children

21.19 22.86 21.34 20.34 0.25 0.52

Responsibilities to take care of ill family members

This table presents proportion of firms (%) that is family business, female-led business, business having children at home, and business’s owner that has responsibility

to take care of family members. *,

Table 8
Business planning.

, and *** indicate significance at 10%, 5%, and 1% levels.

All (%) Cluster 1 Shrinking (%) Cluster 2 Stable (%) Cluster 3 High growth (%) Chi2-test Kruskal-Wallis test
Business plan 46.24 55.17 46.84 62.30 6.50%** 12.76%**
74.42 75.73 76.21 86.44 2.53* 3.44

Risk planning

This table presents proportion of firms (%) that reported that they have business plans (including both updated and not up-to-date business plans) or have a risk plan or

risk register. *, **, and *** indicate significance at 10%, 5%, and 1% levels.

Table 9
Risk management strategies across performance clusters.
All Cluster 1 Shrinking Cluster 2 Stable Cluster 3 High growth ~ Chi2-test  Kruskal-Wallis
% of business implemented each of these strategies (%) (%) (%) (%) test
Taken steps to reduce costs or address your financial position 62.86 82.64 65.0 60.66 31.19%**  51.31%**
Used family resources such as money or labour to support the 32.22 50.0 29.49 29.51 29.30%**  60.28***
business
Diversified your business in some way or introduced a new sales ~ 37.36 44.63 39.39 60.66 6.44%** 12.83%**
channel
Changed the way you organise your staffing or production 60.42 70.25 64.39 65.57 2.58* 4.99%
Joined a business network producer organization, cooperative 4.47 5.79 5.10 3.33 0.51 0.80
or credit union
Increased marketing or advertising 30.75 36.98 30.0 37.70 3.88%* 7.97%*

This table presents proportion of firms (%) that implement each of the strategies. *, **, and *** indicate significance at 10%, 5%, and 1% levels.

Table 10

Take-up of government support and external support across performance clusters.

All (%) Cluster 1 Shrinking (%) Cluster 2 Stable (%) Cluster 3 High growth (%) Chi2-test Kruskal-Wallis test
Government support 80.29 90.50 84.69 75.41 7.6%** 15.30%**
34.02 39.46 36.94 24.59 3.1%* 5.23*

Private support/advice

This table presents proportion of firms (%) that used government support and external support. *, **, and *** indicate significance at 10%, 5%, and 1% levels.

simple bipolar, local versus global models of rural development
(Reuschke et al., 2021). Instead, strategies that allow a combination of
local connections and global sourcing and selling are associated with
enhanced business resilience in the face of a crisis.

Turning to business characteristics, the results show that High growth
firms are more likely to be smaller and younger. Smaller firms may be
more flexible and adaptable than larger businesses, making them more
able to withstand environmental disturbances and restructure in the face
of a crisis (Naldi and Davidsson, 2014). This suggests that flexibility in
terms of being able to rapidly reconfigure their operations, which is
associated with younger and smaller firms, helps businesses respond
quickly and effectively in times of crisis (Cowling et al., 2020; Phillipson
et al., 2004).

As observed for previous crises, the pandemic affected some sectors
more than others (ONS, 2021). In the hospitality sector, for example,
many businesses were closed with no substitute options, whilst enter-
prises offering business services were more resilient and managed to
grow. Our results reflect this, with hospitality and business service firms
accounting for a greater proportion of Shrinking and High growth firms.

Rural enterprises are sometimes stereotyped as lacking ambition
(European Network for Rural Development (2017) . Yet we fou nd that a
quarter of rural businesses wish to develop a national/international
business, and this rises to 37% amongst the High growth cluster. The
prevalence of ambition is important, as ambitious businesses appear to
have a greater propensity for managing instability, exploiting new op-
portunities arising from a shock, and navigating abrupt changes in the
macro-environment. Conz et al. (2023) have similarly shown that an
entrepreneurial and ambitious mindset can help focus resources on
strategic responses and increase firms’ resilience during a time of crisis.

Finally, the survey findings point to a range of strategies which en-
terprises employ in addressing externally generated crises: proactive
planning, defensive coping, offensive coping, drawing on private re-
sources, and seeking public resources. As summarised in Fig. 1, various
combinations of these strategies appear to characterise the different
clusters of businesses. First, a proactive planning strategy, is a charac-
teristic of High growth firms which achieved strong performance despite
reporting that they were negatively affected by the crisis. These firms
tend to have business and risk plans in place. They also actively
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COPING STRATEGIES
TYPES OF FIRMS ) ) ) ) ) ) Seeking private Seeking public
Proactive/ Planning | Defensive coping Offensive coping
resources resources
GROWING FIRMS High Low High Low Low
SHRINKING FIRMS Low High Low High High
STABLE FIRMS Low Low Low Medium High

Fig. 1. A typology of coping strategies.

transformed their businesses to cope with the crisis, for example by
making changes to the way they sold to customers. Compared to the
other clusters, this group was less likely to seek external resources, from
either public or private sources.

In contrast, firms in the Stable cluster neither planned proactively nor
adopted a defensive or offensive strategy. Specifically, they engaged less
often in business and risk planning than High growth firms. They sought
external resources from government support and external advice.
Finally, firms in the Shrinking cluster, did not plan proactively and
adopted a more defensive strategy, akin to firms in the Stable cluster.
Specifically, enterprises in the Shrinking cluster employed more inward-
looking coping strategies that focused on addressing financial issues,
rather than diversifying their business. They also tended to look for
external resources from the government. Moreover, seeking support and
resources from their families to respond to the crisis was far more
prevalent amongst Shrinking firms, distinguishing them from the Stable
firms. This highlights the use of family resources, both financial and
unpaid labour, as a coping strategy of rural businesses in the face of
adversity (Phillipson et al., 2004).

6. Conclusions

In this paper we analysed rural firms’ resilience and adaptation
during an externally generated crisis. Generating and employing a large
scale and novel data set on businesses in three English regions, we
provide empirical evidence on the factors associated with rural firms’
resilience and relations with the context in which they operate, the
characteristics of the business, and the strategies they adopted during
the COVID-19 pandemic. This leads to a typology of coping strategies
which firms in rural areas employed, with varying consequences for
their performance.

Our paper makes four main contributions. Firstly, in addressing
recent calls to identify the antecedents of business resilience (Brito et al.,
2022), we conceptualise business resilience as associated with business
characteristics, strategy, and contextual factors, discussing the rural
dimensions to each. We extend the conceptual framework of Miklian and
Hoelscher (2021) for SME resilience in the face of an exogenous shock by
showing how local environmental factors are associated with rural
firms’ resilience, including local infrastructure and the importance of
their embeddedness in the local community.

Secondly, we contribute to the resilience literature by introducing a
typology of coping strategies (see Fig. 1). Rural firms that achieved a
more positive performance prepared themselves for disruption and
adopted more innovative strategies, while being less likely to tap into
family resources or access government or private support. In contrast,
firms that performed less well did not have contingency plans in place,
and focused more on defensive strategies, such as reducing outgoings
and postponing investment plans. They tended to use using government
and business support and tap into family resources.

Thirdly, we contribute to the evidence base regarding the perfor-
mance of businesses in rural areas and their resilience (Bennett and
Phillipson, 2004; Phillipson et al., 2004; Sanchez-Zamora et al., 2014).
We show how most rural businesses were adversely affected by the
pandemic, but that there was a small proportion of firms which through
their prior preparations and transformative strategies achieved positive

performance, highlighting how externally generated crises present a
mixture of threats to business, but also some opportunities (Devece
et al., 2016). Moreover, the evidence shows that business resilience is
influenced by the nature of the environment within which firms operate.
This has both local and broader national dimensions. At the local level,
affordable housing and the availability of basic services are associated
with resilience outcomes. At a national level, our analysis of business
obstacles stresses the importance of the availability and cost of finance
for rural firms.

Finally, in extending beyond a simple model of global versus locally
based development, the analysis identifies how a strategy of “engage
local — buy national - sell glocal” is most strongly associated with
business growth. Firms with strong performance during the pandemic
purchased from distant suppliers, and importantly, sold to both local and
distant markets. They also showed strong engagement with local com-
munities, which may provide not only access to local support and
knowledge during the crisis but also improved bonds with local
customers.

It is worth reflecting on the specificities of the COVID-19 pandemic
and how these might limit the generalisability of our results to other
crises, whether climate-related or economic. Firstly, the disruption
caused by the COVID-19 pandemic was both more widespread and
longer-lasting than that of almost any other crisis in living memory
(Bartik et al., 2020; Cowling et al., 2020; Newman et al., 2022). Gov-
ernment support through COVID-related loans and furlough was critical
to survival for many SMEs during this period (Matikonis and Graham,
2023). Future crises may be shorter and more geographically specific
but may attract less government support, putting the emphasis on the
preparedness and resilience strategies of individual firms. Secondly, the
specific contagious aspect of the COVID-19 pandemic which limited
social interaction had profound sectoral impacts, for instance relating to
hospitality businesses (ONS, 2020a). Yet it is notable, that there was also
a good representation of hospitality businesses in both the Stable and
High growth clusters, so even here there were opportunities for main-
taining and growing sales during the pandemic. Again, pre-preparation
and pro-active strategies are likely to have been central to these more
positive outcomes. Thirdly, it is worth noting that our survey was con-
ducted in mid-2021, prior to the end of government support measures
for firms. Future work could usefully follow-up the firms surveyed in
2021 to consider whether resilience in 2021 translated into future sur-
vival and success. Finally, as noted in the introduction, we adopted a
specific approach to business resilience in the context of the pandemic
that focuses on performance as evidenced by outcomes relating to
profitability, employment, turnover, and productivity. Future studies
could widen this focus, adopting a broader conceptualization of resil-
ience and an examination of different resilience indicators, for instance
relating to environmental and community resilience.

The study has important implications for policymaking and business
support. Firstly, the results indicate that the environment matters for
business resilience, both in terms of local infrastructure and the avail-
ability and cost of finance for rural businesses. Improving local infra-
structure and services in rural areas contributes to stability and recovery
potential in times of crisis. Secondly, through training, business advice
or case-studies, support agencies can help businesses reduce ‘the stress
of having to manage spikes from external environmental changes’
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(Gianiodis et al., 2022, p.1036). Both preparing for disruption and being
transformative in strategy improve performance during a time of crisis.
Both strategies could be promoted and encouraged through a range of
business support mechanisms and decision support tools. Finally, busi-
ness advisors could encourage rural firms to develop their market
positioning and local connectivity, to realise the positive opportunities
that can arise from a “engage local — buy global - sell glocal” strategy.
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