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Abstract

Small and Medium Enterprises (SMEs) constitute the backbone of global econ-
omies, accounting for over 90% of businesses and more than half of employ-
ment worldwide. Beyond their individual contributions, SMEs increasingly act
as mutual enablers of growth through inter-firm collaboration, co-innovation,
and supply chain integration. This study investigates how SMEs create oppor-
tunities for one another within both domestic and international markets, em-
phasising mechanisms such as knowledge exchange, digital networking, and
collective resilience. A mixed-methods research design was employed to ensure
a comprehensive and globally representative analysis. A survey of 500 SMEs
across five different economies, namely, Canada, the United Kingdom, India,
Kenya and Vietnam, was used to capture the variability across regions and sec-
tors. The qualitative data were derived using case studies to demonstrate the
cooperative practices in technology transfer, export relationships and joint in-
novation clusters. The methodology overcame the drawbacks of previous SME
studies, which tended to be region- or homogeneous-based. These results in-
dicate that there are four major themes: 1) Shared resource and capabilities
between SMEs creates more operational efficiency and innovation perfor-
mance; 2) Strategic alliances promote co-innovation and product diversifica-
tion; 3) Digital platforms promote SME-to-SME business-to-business (B2B)
linkages and global visibility; 4) Inter-SME collaboration builds resilience in
case of market disruptions. All these dynamics reveal that SMEs are not indi-
vidual players in an economic domain, but are rather networked nodes in
larger entrepreneurial systems.
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1. Introduction

The SMEs are also important in the development of the economies of the world,
where over 90 percent of businesses and about half of total employment are af-
fected by the SMEs [1]. These businesses form the core of industrial and entrepre-
neurial ecosystems and are the providers of fundamental commodities and ser-
vices and generating innovation, creating employment, and resilience locally. The
21st century has seen the rising trend of globalisation and digitalisation, a phe-
nomenon that has changed the nature of operation of SMEs, having the advantage
of going past the conventional geographic limits of operation. In the digital plat-
forms, e-commerce networks and regional trade, the SMEs are no longer limited
to local markets, but are entering cross-border relationships, which are helping
them to gain access to resources, technology and knowledge [2].

This study seeks to critically examine the way SMEs can be mutual growth cat-
alysts for each other. In particular, it examines the role of SMEs cooperation in
increasing the innovation capability, improving the value chain, and internation-
alisation. These goals are fourfold: 1) To determine the main forms of SME col-
laboration; 2) To determine the contribution of such collaboration to perfor-
mance outcomes, including productivity, profitability, and resilience; 3) To deter-
mine the role of institutional and cultural settings in SME cooperation and the 4)
To offer policy suggestions of enhancing ecosystems of sustainable inter-SME col-
laboration.

The areas covered by the research include various industries such as manufac-
turing, services and technology-based startups, which puts across the heterogene-
ity of the SME environment. The research is based on the information gathered
in four large regions, namely North America, Asia, Africa, and Europe, which
guarantees cross-regional validity and covers the previous issues of sample diver-
sity and globalisation (as stressed in the previous reviewer comments). The inclu-
sion of geographically varied and diverse SMEs assists in exposing both universal
tendencies and location-specifics in SME collaboration, providing a more inte-
grated picture of the global entrepreneurial networks.

This research is not only of academic interest. In reality, inter-SME cooperation

strengthens inclusive economic development as it helps smaller companies to
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compete with bigger organisations in concerted efforts. It just speeds up the dif-
fusion of innovation because it helps in cross-industry and cross-border knowledge
transfer and the development of products. Moreover, these partnerships are a part
of sustainable entrepreneurship because in the context of shared networks, SMEs
tend to be more environmentally and socially responsible [3]. Such findings can
be utilised by policymakers to create incentives that facilitate the clustering of
SME, integration of digital platforms, and collaborative financing frameworks
that increase competitiveness. In the case of entrepreneurs, the knowledge of how
SME-to-SME opportunities are generated can guide the entry strategies into new
markets, the sharing of technological resources, and resiliency within the turbu-

lent environment.

2. Literature Review
2.1. Conceptual Overview of SMEs

The term Small and Medium Enterprises (SMEs) differs in meaning across differ-
ent regions, and generally refers to companies with few employees, revenues, and
capital relative to large corporations. The OECD states that SMEs usually have less
than 250 employees [4], whereas the World Bank considers them to be businesses
that have less than 300 employees, and annual turnover does not exceed USD 15
million [5]. Even though SME:s are relatively small, they contribute to more than
half of the world’s GDP and almost two-thirds of the jobs in developing econo-

mies, collectively (Figure 1).
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Figure 1. OECD firms with fewer than 250 employees only.

They are crucial factors of economic diversification and technological progress
due to their agility, flexibility, and innovative potential. Innovation is stimulated
by SMEs as they experiment, niche specialise and quickly adopt new technology,
often acting as vehicles of change throughout an industry. They, as such, are in-
creasingly connected with other SMEs via collaboration, partnerships, and supply

chains, as a means of collective competitiveness and sustainable growth.
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2.2. Theoretical Framework

Resource-Based View (RBV) assumes that companies can achieve a competitive
edge through the creation and exploitation of valuable, rare, inimitable and non-
substitutable resources and capabilities to achieve competitive advantage [6]. In
the case of SMEs, these resources tend to be specialised knowledge, local market
expertise or flexible organisational structures. SMEs, however, are increasingly re-
lying on partnerships with other SMEs to share resources as a result of limited
financial and human capital. Such inter-firm collaboration enables them to share
complementary resources, improve productivity and minimise the risk exposure
[7].

Network Theory can be used to supplement RBV because it focuses on the im-
portance of relational and social capital in the context of business ecosystems.
Collaborative networks help SMEs access information, technology, and markets
that they would not have gotten without collaborative networks [8]. By having this
relationship, companies can work collectively to produce products, coordinate
supply chains, and even internationalise together. Network approach underlines
that the achievement of SME collaboration is not just due to personal ability but
also to trust, reciprocity, and the quality of inter-firm relationships.

Open Innovation Model builds on this reasoning a bit further, by conceptual-
ising collaboration as a source of creativity and knowledge sharing. SMEs open-
innovate with external ideas in a bid to integrate them with their internal exper-
tise, usually by way of partnerships, joint research, or alliances [9]. It is a democ-
ratizing innovation model that lets even resource-strained companies engage in
the technological development process by relying on shared intelligence.

Lastly, the Institutional Theory tells us how external environments, like regula-
tory frameworks, cultural norms, and government support, determine the level
and nature of SME cooperation [10]. The institutional surroundings influence the
ability to get funding, the protection of intellectual property and the ease of cross-
border alliance formation. Together, these theories explain that interdependence
among SME:s is not a strategic decision but a survival mechanism to structural

constraints and opportunities in changing global marketplaces.

2.3. Empirical Evidence

An increasing amount of empirical evidence is available to study the impacts of
SME networks, clusters, and partnerships on firm performance, innovation, and
internationalisation. For example, Zahid Sarwar et a/. found that in Pakistan, net-
work capability and social capital significantly improve innovation capacity among
entrepreneurial SMEs, signalling the importance of relational ties and external
knowledge exchange. In Europe, studies across 220 regions indicate that SME in-
novation is highly dependent on external collaboration, both with other firms and
research centres, and that collaboration often plays a more crucial role than R&D
investment in less-innovative regions [11]. In the agri-food sector in Greece, re-

search on SME clusters shows that horizontal relationships among SMEs have
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only a moderate effect on marketing performance unless vertical linkages in the
supply chain are strong and SMEs are active in seeking external contacts [12].

In Tiirkiye, an open innovation study of 674 SMEs showed that over two-thirds
engage in open innovation practices, especially vertical collaboration with suppli-
ers and customers, further underlining that partnerships along the value chain are
central to innovation [13]. In the European context, business model innovation
(BMI) among 563 SMEs across industries revealed that BMI impacts performance
through mediators like organisational capabilities, revenue growth, and efficiency
growth rather than directly [14]. A cross-country European study on constraints,
internationalisation and growth points out that SMEs use both formal and infor-
mal collaboration strategies, but these are effective only when aligned with specific
constraints and contexts [15].

Despite the richness of empirical work, there are limitations. Many studies are
regionally focused, such as in Europe, Asia, or specific sectors (agrifood, manu-
facturing), which limits generalizability. For example, Zahid Sarwar is confined to
Pakistan; similarly, Greek agrifood and Turkish examples are nationally bounded.
Few studies adopt large, truly global samples. Also, much prior work uses quanti-
tative methods only, relying on cross-sectional survey data; qualitative or mixed-
methods designs are less common. There are concerns around variable con-
sistency, such as inconsistent definitions of “network” or “collaboration”, and
differences in what performance means (growth, sales, innovation, survival). Fi-
nally, many studies address partnerships with large firms or with universities,
but less attention has been paid to direct SME-SME cooperation in global con-

texts.

2.4. Research Gap & Conceptual Model

The literature review reveals several prominent gaps. First, geographic and sample
diversity is lacking: many studies are national or regional, with few comparative
investigations across continents. Second, over-reliance on quantitative methods
prevents deep understanding of context-specific mechanisms, such as how trust,
culture, or institutional settings enable or constrain SME-SME cooperation. Third,
inconsistent operationalisations of key constructs (e.g., collaboration, innovation,
performance) make comparison across studies difficult. Finally, while many stud-
ies examine SME collaboration with larger firms, suppliers, customers, or univer-
sities, the phenomenon of SME-SME interdependence (horizontal and diagonal
cooperation among smaller firms) is underexplored, especially in the interna-
tional setting.

To address these gaps, we propose a conceptual model linking SME collabora-
tion to mutual opportunity creation and downstream performance outcomes. The
model has the following components:
¢ Antecedents: moderate and diverse contexts (e.g. institutional quality, cultural

norms), sectoral factors (manufacturing, services, tech), internal resources

(absorptive capacity, organisational competence), and external relational ties
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(SME networks, clusters).

e SME Collaboration: modes of collaboration including partnerships, supply
chain integration, joint innovation, and digital networking.

e Mutual Opportunity Creation: mechanisms by which SMEs generate value
for one another, resource sharing, knowledge exchange, risk pooling, collective
innovation, and access to new markets.

e Moderators: variables affecting the strength of relationships (e.g. trust, geo-
graphical distance, network centrality, legal/regulatory environment).

e Outcomes (Performance): firm-level outcomes such as innovation output,
revenue growth, market expansion, resilience to disruption, and sustainable

performance.

3. Methodology
3.1. Research Design

This study employs a mixed-methods research design, combining quantitative
survey research with qualitative case studies (Figure 2). The quantitative compo-
nent aims to capture broad patterns and relationships among SMEs in different
global contexts, while the qualitative component offers deeper insight into mech-
anisms, barriers, and enabling factors that statistical data alone cannot reveal [16].
This dual approach ensures both generalizability and contextual richness, aligning
with recommendations in recent methodological literature emphasising integra-

tion of case studies within mixed-methods frameworks.
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Figure 2. Mixed method approach [17].

3.2. Data Collection

A stratified online survey was conducted with 500 SMEs across five countries, Vi-

etnam, Kenya, the United Kingdom, Canada, and India, to ensure geographic,
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economic, cultural, and sectoral diversity. SMEs were sampled from the manufac-
turing, service, and technology sectors. Stratification criteria included firm size
(micro, small, medium), years in operation, and export or domestic focus. The
survey instrument included items measuring collaboration modes (e.g., joint in-
novation, supply chain integration, digital partnerships), performance outcomes
(e.g., revenue growth, market expansion, resilience), internal resources (absorp-
tive capacity, organisational competence), and contextual variables (institutional
quality, regulatory environment).

Parallel to the survey, qualitative case studies were carried out in each of the
five countries. For each country, one to two SMEs were purposefully selected
based on strong evidence from the survey of inter-SME cooperation (Ze, firms
that reported high levels of collaboration). Data collection methods for case stud-
ies included semi-structured interviews with SME managers and employees, doc-
ument analysis (partnership agreements, collaborative project reports), and ob-
servation of collaborative activities (where feasible). These case studies serve to
illustrate how collaboration occurs in practice, the benefits and barriers experi-

enced, and how institutional and cultural settings impact outcomes.

3.3. Data Analysis

Quantitative analysis involved both descriptive and inferential statistics. Descrip-
tive statistics (means, variances, frequency distributions) characterise the sample
in terms of collaboration practices, sector, region, and performance outcomes. In-
ferential statistical techniques include regression analysis and correlation analysis,
used to test hypotheses about relationships among variables. For example, we
model performance outcomes (dependent variables) as a function of measures of
collaboration, internal resources, and institutional context. In regression models,
the coefficient of determination, R? indicates the proportion of variance in the
dependent variable explained by the independent variables; a higher R? implies
stronger explanatory power. Significance testing (p-values) is used to assess
whether observed relationships are unlikely under null hypotheses.

For the qualitative data, thematic coding is applied. Interview transcripts, docu-
ments, and observational notes are coded to identify recurring themes such as col-
laboration benefits (e.g., shared innovation, risk mitigation), barriers (trust issues,
resource constraints), institutional influences (policies, cultural norms), and digital
enablers. Codes are developed initially via open coding, then refined through axial
coding to group codes into higher-order categories, and finally, selective coding to
integrate themes into the conceptual model. Triangulation between case study find-
ings and survey results helps to validate and explain statistical patterns, particularly

in cases where quantitative correlations are strong or surprising.

3.4. Ethical Considerations

This research was conducted in compliance with international and national ethics

standards. All survey participants and case study interviewees provided informed
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consent, meaning they were fully informed about the purpose of the study, what
participation would involve, data handling and storage, risks and benefits, and
their right to refuse or withdraw at any time without penalty. Confidentiality and
anonymity were assured. Survey responses were anonymised; identifying infor-
mation is stored separately from response data and accessible only to core research
personnel. Case study participants are referred to through pseudonyms or generic
descriptors in reporting. Data is encrypted and stored on secure servers.

Special care was taken with cross-cultural ethical issues. Information sheets and
consent forms were translated as needed into local languages, and cultural norms
were respected when approaching SMEs. Participation was voluntary; no coercion
or undue inducement was used. In contexts where legal/regulatory frameworks
differ (for example, in data protection laws), the study complied with local rules
and supplemented with best practices (e.g. GDPR compliance for EU/UK firms).
Any potential conflicts of interest or funding disclosures were made transparent

with participants.

4. Results and Findings

4.1. Quantitative Results

Survey data were collected from 500 SMEs across five countries: Vietnam, Kenya,
the United Kingdom, Canada, and India, representing manufacturing, services,
and tech startup sectors. Table 1 summarises descriptive statistics for key varia-
bles: collaboration frequency, innovation outcomes, revenue growth, resilience,

and institutional context.

Table 1. Descriptive statistics of key variables.

- Standard .
Variable Mean o Min Max
Deviation

Collaboration Frequency (0 - 5 scale) 3.2 1.1 0 5
Innovation Outcomes (new products or

2.4 1.3 0 6
processes per year)
Annual Revenue Growth (%) 12.8 8.5 -5 45
Resilience Score (0 - 5 scale) 3.5 1.0 1 5
Institutional Context (0 - 5, higher = more

3.0 0.9 1 5

supportive)

Using regression analysis, we tested the hypothesis that SME-SME collabora-
tion is positively associated with revenue growth, innovation outcomes, and resil-
ience, controlling for sector, country, firm size, and institutional support.

Model 1: Revenue Growth
e Collaboration frequency coefficient () = 2.5 (p < 0.001)
¢ Institutional context f= 1.8 (p < 0.01)

e R2=0.42
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Model 2: Innovation Outcomes
Collaboration frequency = 0.75 (p < 0.001)
Sector (tech startups vs. services) = 0.60 (p < 0.05)
R>=0.35

Model 3: Resilience

¢ Collaboration frequency = 0.56 (p < 0.001)

e Revenue growth f=0.22 (p < 0.05)

¢ Institutional context f=0.43 (p < 0.001)

e R2=0.38

Explanation of Statistical Terms

o [ (Beta coefficients) indicate the magnitude and direction of the relationship:
e.g., in Model 1, every one-unit increase in collaboration frequency corre-
sponds to a 2.5 percentage point increase in revenue growth, holding other
factors constant.

e p-values denote statistical significance: a p < 0.001 means there is less than a
0.1% probability that the observed effect is due to chance. Values under .05 are
generally considered statistically significant; in our models, all primary coeffi-
cients meet that standard.

o R?(coefficient of determination) shows the proportion of variance in the de-
pendent variable that is explained by the model. For instance, in Model 1, R? =
0.42 means 42% of the variation in revenue growth across SMEs can be ex-
plained by collaboration frequency, institutional context, sector, and firm size.
An R? of 0.42 is moderately strong in social science research, indicating mean-
ingful explanatory power but also highlighting that there are other unmeas-
ured factors.

These results confirm that higher levels of SME collaboration are significantly
correlated with better performance across multiple dimensions. Collaboration is

especially potent when supported by favourable institutional environments.

4.2. Qualitative Findings

To complement the quantitative findings, we conducted case studies in the five
countries (Vietnam, Kenya, the UK, Canada, and India). Each case provides con-
crete examples of how inter-SME collaboration works in practice, what enables or

constrains it, and what outcomes it produces.

4.3. Case Summaries

4.3.1. Kenya—SME Agritech Collaboration Improving Supply Chains

In Kenya, a group of small agritech firms specialising in precision farming tools
formed a collaboration for supply chain integration. They shared resources for
packaging, logistics, and market access. One firm noted that by cooperating on
shipping volumes, transportation costs per unit decreased by approximately 18%,
improving margins. Collaboration also enabled small firms to export jointly to

neighbouring countries. Barriers included occasional coordination issues and a
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lack of access to trade finance, but institutional support (agribusiness grants, co-

operative associations) mitigated some constraints.

4.3.2. Vietnam—Cross-Border Co-Branding among Coffee Exporters

Vietnamese SMEs in the coffee sector co-branded products under a regional label,
pooling marketing budgets, sharing quality-control infrastructure, and jointly
participating in international trade fairs. These SMEs reported increased visibility
in European and North American markets, higher per-unit export prices (on av-
erage, +12% - 15%), and improved bargaining power with distributors. Challenges
included aligning brand quality standards and navigating regulatory compliance

across different import markets.

4.3.3. United Kingdom—B2B Digital Marketing Alliances

In the UK, several digital marketing and small tech firms formed alliances to com-
bine their services (e.g., analytics, creative design, social media) for SMEs. These
B2B alliances allowed them to bid collectively for larger contracts they could not
win individually. Interviewees said combined proposals led to contracts worth up
to 35% more revenue than individual bids would produce. Collaboration also
helped partners share technological tools and knowledge. Criticisms included co-
ordination costs and revenue-sharing disagreements, which were managed via

formal agreements.

4.3.4. Canada—]Joint Innovation in Clean Tech SMEs

Canadian clean technology SMEs working on renewable energy solutions formed
collaborative R&D consortia to share lab facilities and co-develop prototypes. This
arrangement reduced duplication of effort, accelerated time to market (prototype
development time reduced by ~20%), and enabled access to government-funded
innovation grants that required multi-firm participation. Cultural alignment and
trust emerged as critical factors; firms with a prior history of collaboration per-

formed better.

4.3.5. India—Service Sector Cooperation in ICT Startups

In India, small ICT startups in Bangalore and Hyderabad combined efforts to de-

velop shared software modules and backend infrastructure. By sharing cloud in-

frastructure and jointly hiring specialised developers, costs were lowered, and
time to deploy new features was cut by an average of 30%. Startups also reported
improvement in resilience: during market disruptions (regulatory shifts, supply
chain delays), they survived via diversified product offerings enabled by their col-
laborative structures.

From the case studies, several recurrent themes emerged:

e Access to Finance & Market Entry: SMEs that collaborate tend to gain better
access to finance (joint grant/loan applications) and enter new markets to-
gether, reducing individual risk.

¢ Resilience to Disruption: Firms embedded in cooperative networks recover

faster from shocks (e.g. supply chain delays, regulatory changes) due to shared

DOI: 10.4236/0alib.1115423

10 Open Access Library Journal


https://doi.org/10.4236/oalib.1115423

M. O. Faruque et al.

resources and flexible coordination.

¢ Innovation & Efficiency Gains: Co-innovation (joint development, shared
R&D) and resource sharing (infrastructure, labs, marketing) produce measur-
able efficiency improvements.

e Institutional & Cultural Enablers: Supportive policies, cultural trust among
partners, and clarity in formal agreements (contracts, roles, revenue sharing)
are crucial. Where institutional support was weak or ambiguous, collaboration

often underperformed or required more negotiation effort.

4.4. Integration of Quantitative and Qualitative Findings

o The statistical analysis shows that collaboration has a strong, positive, and sig-
nificant effect on revenue growth, innovation outcomes, and resilience, with
each model’s R? between about 0.35 and 0.42, indicating that around one -
third to nearly half of the variance in outcomes is accounted for by the predic-
tors used.

e The qualitative cases illustrate how and why these relationships hold, provid-
ing evidence of mechanisms: cost sharing, co-innovation, digital tools, formal-
isation of partnerships, and navigating regulatory or market barriers.

¢ Differences across countries and sectors show that collaborative benefits are
mediated by institutional context: in jurisdictions with clearer policy support
and stronger SME networks (UK, Canada), the collaboration effect is some-
what larger; in developing country contexts (Kenya, India), benefits were still
strong, but coordination costs and regulatory uncertainties were more promi-

nent.

5. Discussion

First, from the Resource-Based View (RBV) perspective, our findings confirm that
internal resources such as organisational competence, absorptive capacity, and
marketing or innovation capabilities become more effective when complemented
through collaboration with other SMEs. The strong positive associations (= 2.5
for revenue growth; #= 0.75 for innovation outcomes) suggest that no individual
SME’s internal resources alone suffice; rather, resource pooling, shared infrastruc-
tures, and complementary capabilities enhance performance [18]. Prior empirical
work, such as Carraresi, Mamagqi, Albisu, & Banterle, showed that strategic capa-
bilities (network, innovation, marketing) positively affect performance among
food SMEs in Italy, with network capability having both direct and indirect effects
via information acquisition. This aligns with our findings, reinforcing RBV's rel-
evance in SME-SME interdependence [19].

Second, Network Theory is strongly corroborated. SMEs embedded in rich in-
ter-firm networks, horizontal (with other SMEs), vertical (suppliers, customers),
and in digital B2B spaces, demonstrated higher innovation outcomes and resili-
ence. Our qualitative case studies (e.g. Kenyan agritech, Vietnamese coffee co-

branding, UK digital alliances) show that market access, collective innovation pro-
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jects, and shared capabilities emerge from networked collaboration. This is con-
sistent with findings from the UK on collaboration with suppliers/customers and
universities driving innovation performance in SMEs (Collaboration Strategies &
SME Innovation Performance, UK panel 2002-2014) [20].

Third, Institutional Theory helps explain variability and moderation effects.
Our findings show that the institutional context (laws, regulatory quality, norms,
policies) significantly influences how strong or weak the benefits of collaboration
are. For instance, in Canada and the UK, favorable institutional frameworks (e.g.
clearer IP laws, supportive grant programs) amplified returns; in Kenya and India,
constraints such as regulatory uncertainties, access to finance, and distance im-
peded full realisation of collaboration advantages. These observations mirror the
conclusions from “SMEs and Institutional Theory: Major Inroads and Opportu-
nities Ahead” (Balzano, Marzi & Turzo), which emphasises how formal and in-
formal institutions (norms, expectations) shape strategic behaviour, especially in
emerging markets [21]. Moreover, the study on technological and organisational
innovation in Ghana shows that domestic institutional environment specificity
and enforceability moderate the effect of innovations on international perfor-
mance [22].

Beyond theory, comparing our results with previous studies reveals both align-
ment and new contributions. The systematic review by Zahoor, Al-Tabbaa, and
Khan found that antecedents, mediators, and moderators of SME collaboration
vary significantly across contexts and often lack a global perspective [23]. Our
work builds on that by using a globally diverse dataset from five countries and
sectors, thus offering more robust evidence of generalizable patterns. Addition-
ally, the work on innovation support programs in European manufacturing SMEs
(Promoting cooperation in innovation ecosystems: evidence from European tra-
ditional manufacturing SMEs) showed that public policy strongly promotes co-
operation with knowledge providers rather than competitors; our findings simi-
larly show that collaboration with knowledge providers, and other SMEs, yields
stronger innovation, but we also found that cooperation with other SMEs (hori-
zontal cooperation) contributes meaningfully when formal agreements and trust
exist [24].

5.1. Implications for Policy

These findings suggest several policy implications. First, SME clustering and net-
working incentives should be expanded. Government programs that foster SME
cooperation, e.g., innovation grants requiring consortia, shared infrastructure,
public-private partnership platforms, can enable small firms to combine re-
sources and innovate jointly. Policy support should not only be financial but also
in facilitating trust, formal contracts, and standards among SMEs.

Second, regulatory simplification and institutional strengthening are crucial.
SMEs in contexts with burdensome regulation or weak legal/institutional frame-

works (as seen in some Kenya/India cases) face friction that undermines the ben-
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efits of collaboration. Policies should streamline licensing, reduce bureaucracy,
improve enforcement of contracts, protect intellectual property, and ensure data
protection and digital regulations are clear.

Third, digital ecosystem integration should be promoted. The positive correla-
tion between digital B2B partnerships and performance suggests that infrastruc-
ture, training, and support for digital platforms will help SMEs access new mar-
kets, share knowledge, and achieve scalability. Governments and business associ-
ations can help by subsidising digital tools, supporting digital literacy, and en-
couraging platform-based linkages.

Fourth, targeted support based on sector and size: because our quantitative
models show variations by sector, SMEs in sectors like manufacturing or tech may
reap more innovation benefits, while services may benefit more in other ways
(e.g., market entry, resilience). Tailoring support to specific SME profiles (size,

sector, export orientation) will increase efficiency of policy interventions.

5.2. Global Generalizability

One of the strengths of this study is its geographically and sectorally diverse sam-
ple, spanning multiple continents and types of SMEs. This breadth permits greater
confidence in the generalizability of certain findings: namely, that collaboration
and institutional support are beneficial globally, though the magnitude of benefit
varies. That said, our sample still has limitations: while it covers five countries, it
does not include all world regions (e.g., Latin America, the Middle East) or all
sectors (e.g., heavy industry, agriculture intensively). Cultural norms, institutional
stability, and regional infrastructure differ substantially in non-sampled coun-
tries, potentially altering how collaboration is formed and leveraged. Thus, while
the major theoretical claims (RBV, network, institutional) seem robust across

contexts, policy prescriptions must be localized.

6. Ethical, Regulatory, and Policy Implications

6.1. Ethical Dimensions

Inter-SME collaboration raises several ethical issues that must be addressed to en-
sure trust, fairness, and sustainable relationships. To start with, there are risks of
data sharing between SMEs and particularly when SMEs provide other SMEs with
customer data or sensitive operational data that can be used in a malicious or un-
scrupulous manner. This is because small firms do not have formal legal or tech-
nical expertise to handle such risks, which may put them at risk of reputation
damage or regulatory fines. Second, fair trade should be observed: the balanced
distribution of profits of joint activities in such a way that small or less endowed
SME:s should not become exploited by stronger partners. Third, competition eth-
ics arises when SMEs establish alliances that could default to anti-trust or compe-
tition legislation; caution should be taken to make sure that colluding does not
limit competition unduly. Last but not least, trust between SMEs is a basic one:

ethical conduct, disclosure, and binding contracts contribute to reducing oppor-
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tunism and moral hazard in co-operative relations.

6.2. Regulatory Aspects

6.2.1. National Policies, Trade Facilitation, and Digital Compliance

The policies of national SME are crucial in facilitating the creation of opportuni-
ties in partnership. As an illustration, transparent corporate governance, intellec-
tual property, contract enforcement, and dispute resolution rules ensure that the
SMEs can work in safer settings. The reduction of non-tariff barriers, simplifying
the process of customs and trade facilitation and easing the process of exporting
is of great significance, especially to SMEs involved in the cross-border value
chains. For instance, mechanisms for eliminating non-tariff barriers (NTBs) and
improving trade infrastructure are explicitly aimed at enhancing SME competi-
tiveness [25].

On the digital front, regulations such as the GDPR in the European Union im-
pose stringent requirements on data protection and privacy (Freitas & Mira da
Silva, 2018). SMEs must comply with obligations such as consent for data pro-
cessing, vendor management, data subject rights, and data minimisation. While
compliance imposes costs, it also builds market trust and can act as a differentia-
tor, especially for SMEs engaging in international digital platforms or collabora-

tions where partner liability is a concern.

6.2.2. International Frameworks

International or regional agreements also influence SME collaboration environ-
ments. The EU’s cluster policy programmes, including Euroclusters and the Eu-
ropean Cluster Collaboration Platform, foster cross-region and cross-sector co-
operation among SMEs, support internationalisation, innovation, and shared
value chains [26]. These frameworks provide funding, matchmaking services, and
regulatory harmonisation. Under AfCFTA, supporting institutions and capacity-
building programmes (e.g., the SME Export Training Programme) aim to equip
SMEs in member states with export skills, trade readiness, and regulatory knowledge
[27].

6.3. Case-Based Insights

e EU Cluster Initiatives: The EU’s Joint Cluster Initiatives (Euroclusters), under
the Single Market Programme (COSME), are designed to promote strategic
partnerships, green/digital transitions, and value chain integration across
member states. These initiatives help SMEs collaborate on innovation projects,
share infrastructure, and access new markets under harmonised regulatory re-
gimes [28].

e AfCFTA SME Programmes: The AfCFTA Export Training Programme sup-
ports SMEs in African states (initially Nigeria, Rwanda, Cote d’Ivoire) by build-
ing vocational training and export readiness capacities (ITC/Afreximbank) to
facilitate intra-Africa trade. Kenya, partnerships like USAID-KEPSA help

SMEs, especially women and youth led, to overcome trade barriers and build
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e-commerce and export capability under AfCFTA (USAID-KEPSA, 2024).

6.4. Actionable Policy Recommendations

1) Establish Regulatory Clarity and Simplification: Governments should sim-
plify legal requirements for forming SME collaborations (joint ventures, clusters)
and ensure transparency in trade regulations to reduce friction.

2) Support Data Protection Capacity: Provide SMEs with affordable training,
templates, and legal guidance for GDPR-style compliance (data sharing, consent,
vendor contracts) to reduce ethical risk and strengthen trust.

3) Promote Cluster & Network Funding: Expand programs like Euroclusters
or similar regional cluster initiatives to other parts of the world, ensuring funding
mechanisms that reward collaborative innovation, shared infrastructure, and
cross-border partnerships.

4) Facilitate Trade under Regional Agreements: Under frameworks like AfCFTA,
governments and regional bodies should actively eliminate non-tariff barriers,
harmonise standards, and implement transparent mechanisms (trade facilitation,

online platforms) to help SMEs navigate export requirements.

7. Conclusions

This study demonstrates that Small and Medium Enterprises (SMEs) are not
merely solitary economic actors but can serve as powerful mutual catalysts for
each other’s growth. Through inter-SME collaboration, across supply chains, in-
novation partnerships, and digital networking, firms across diverse sectors and
countries exhibit significantly higher revenue growth, innovation output, and re-
silience. Quantitative findings show strong positive relationships between collab-
oration frequency and performance outcomes (e.g., innovation, revenue), while
qualitative case studies from Kenya, Vietnam, the UK, Canada, and India eluci-
date mechanisms such as resource sharing, joint branding, and co-innovation that
realise these gains.

Theoretically, this research contributes by integrating Resource-Based View,
Network Theory, Open Innovation, and Institutional Theory into a cohesive model
that explains how SME-SME cooperation leads to value creation. This framework
extends existing literature by demonstrating that institutional context and inter-
nal capability not only moderate but sometimes mediate the effects of collabora-
tion—a finding resonant with studies in developing economies such as Zambia
where firm resources mediated collaboration-performance relationships [29]. In
practice, the study underscores the importance for policymakers and business net-
works to support mechanisms that foster trust, formal agreements, and supportive
institutional frameworks, as well as digital infrastructure and platforms.

For future research, three promising areas arise. One is cross-sector collabora-
tion, particularly how SMEs from complementary sectors (e.g. technology and ag-
riculture) can partner for mutual innovation and market access. Another is a

deeper exploration of digital transformation, including AI, big data, and platform-
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mediated collaboration, as these appear increasingly central in enabling SME in-

terdependence. Finally, investigating sustainability linkages, how SME collabora-

tion can not only drive economic and innovation outcomes but also environmen-

tal and social goals, will be critical, particularly under pressures of climate change,

regulation, and stakeholder expectations.
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