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STRATEGIES FOR SMALL AND MEDIUM-SIZED ENTERPRISES: 
STRENGTHENING INNOVATION, SKILLS AND SUSTAINABILITY 

STRATEGY 1. REVITALIZING THE FOUNDATIONS: CORPORATE CULTURE AND THE 
REVIVAL OF OLD LABOUR VIRTUES 

In an era defined by digital acceleration, global competition, and generational 
transformation, small and medium-sized enterprises (SMEs) are rediscovering something 
that was long taken for granted: the enduring power of old labour virtues. The 
comprehensive study “Old Virtues, New Work” by Radwan Kharabsheh and Heidrun 
Bichler-Ripfel (Old Virtues, New Work, 2025) reveals that values such as responsibility, 
craftsmanship, reliability, honesty, pride in quality, collegiality, and social responsibility 
are not obsolete remnants of a pre-industrial past but living cultural resources that can 
drive sustainable innovation and organizational resilience. These virtues, deeply rooted in 
the traditions of skilled trades, form what the authors call the “cultural and structural 
foundation of workplace innovation.” When reinterpreted for modern contexts, they 
become strategic assets that strengthen professional identity, foster trust-based 
leadership, and support the creation of meaningful, people-centred workplaces. 

The study, based on 37 in-depth interviews with Austrian master craftsmen and SME 
owners, shows that traditional virtues continue to function as moral compasses and 
operational mechanisms. They cultivate autonomy, intrinsic motivation, pride in 
workmanship, and a sense of belonging. Mastery, discipline, and reliability are still the 
guiding principles of high-quality craftsmanship, while social responsibility and 
mentorship ensure intergenerational continuity. However, the research also highlights 
tensions: excessive perfectionism may lead to overwork, economic pressures often 
challenge artisanal standards, and the boundaries between work and life can blur 
dangerously. Thus, the revival of old virtues in the modern SME context requires 
conscious adaptation, balancing passion with sustainability, and tradition with 
innovation. 

The first dimension of revitalization is leadership transformation-a shift from authority to 
mentorship. Historically, knowledge and values were passed down through strict 
hierarchies, from master to apprentice. Today, SMEs must reimagine that relationship. 
The study notes that “traditional hierarchy must give way to motivational mentorship, 
where masters teach not through command, but by example.” Younger generations-
especially Generation Z-seek participation, dialogue, and purpose. They are less 
motivated by hierarchy and more by shared values, fairness, and opportunities to 
contribute creatively. For SMEs, this means cultivating leaders who act as mentors, 
capable of inspiring through authenticity, empathy, and professionalism. Leadership 
training, coaching programs, and structured mentorship systems can institutionalize this 
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shift, preserve the human depth of old traditions while aligning with the expectations of a 
modern workforce. 

The second step involves modernizing knowledge transfer. The research emphasizes that 
“the traditional master–apprentice system must be complemented by hybrid learning 
models,” combining hands-on teaching with digital learning tools, online tutorials, and 
peer-to-peer collaboration. This dual approach allows SMEs to maintain the integrity of 
traditional knowledge while making it accessible and appealing to younger generations. It 
also transforms learning into a two-way process: experienced artisans pass on technical 
mastery and ethical principles, while digital-native apprentices introduce new tools, 
technologies, and perspectives. Through this exchange, the spirit of craftsmanship 
becomes dynamic rather than static-an evolving dialogue between experience and 
innovation. 

The third key aspect is digitalization as an enabler, not a replacement. Many of the 
interviewed craftsmen see technology as a double-edged sword: digital tools can 
enhance communication, marketing, and precision, but they cannot replicate the tactile 
knowledge and emotional satisfaction of creating something by hand. “You can’t digitize 
the feeling of shaping something with your own hands,” one participant noted. The study 
urges SMEs to embrace digitalization strategically-to use it for visibility, storytelling, and 
customer engagement, but without losing the human essence of craft. Digital media can 
serve as powerful platforms to showcase passion, process, and purpose, turning 
craftsmanship into a visible and respected component of modern industry. In 
technologically intensive trades, such as mechatronics and electrical engineering, digital 
tools become essential for innovation; in traditional crafts, they enhance quality, expand 
creative potential, and support sustainability-all while preserving the core artisanal 
identity. 

Economically, the study calls for value-based business models that recognize and reward 
traditional virtues. SMEs must position craftsmanship as a premium product category, 
communicating its uniqueness, sustainability, and cultural value. According to 
Kharabsheh and Bichler-Ripfel, “high-quality craftsmanship must be marketed as a 
premium product because it is culturally, aesthetically, and technically distinct.” Value-
based pricing, fair compensation, and brand storytelling are essential to transforming 
quality and integrity into competitive advantages. Governments and industry bodies can 
support this transformation through targeted funding, tax incentives, and apprenticeship 
subsidies that make it financially feasible for SMEs to sustain traditional training and 
mentorship structures. 

Culturally, the revival of old virtues means reframing craftsmanship as a modern, 
meaningful career. The study’s findings are clear that craftsmanship represents not only 
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manual expertise but a moral and aesthetic worldview. It is a “way of life where work and 
identity are inseparable”. Public campaigns, storytelling initiatives, and educational 
outreach can highlight craftsmanship as creative, future-oriented, and socially valuable. 
This shift also addresses the generational gap: young workers increasingly seek work that 
feels authentic and purposeful. By integrating traditional virtues into a narrative of 
creativity, community, and sustainability, SMEs can attract and retain the next generation 
of committed, value-driven employees. 

The study situates this revival within three interdependent conditions-organizational, 
economic, and cultural. Organizationally, SMEs must transform leadership, modernize 
knowledge transfer, and embed values in daily practice. Economically, they must align 
quality and integrity with financial sustainability. Culturally, they must restore the dignity 
of labour and reframe traditional work as a form of creative contribution. When these 
dimensions interact, virtues like responsibility, craftsmanship, and social contribution 
evolve from moral ideals into measurable strategic resources that enhance innovation, 
engagement, and well-being. 

Ultimately, reviving old labour virtues is not a nostalgic act, it is a progressive strategy for 
human-centred modernization. The study concludes that “traditional work virtues remain 
essential and actively practiced. They represent a “stronghold of workplace culture and 
individual identity.” Their integration depends on leadership capable of bridging past and 
future, on digital tools that serve rather than dominate, and on cultural narratives that link 
pride in craft with the pursuit of innovation. For modern SMEs, embracing these timeless 
principles means creating organizations that are resilient, value-driven, and socially 
rooted-enterprises that honour their past not by preserving it in amber, but by using it as 
a living foundation for the working world of tomorrow. 

In essence, old virtues such as honesty, mastery, responsibility, reliability, and social 
commitment are not barriers to progress but anchors of sustainability. They give shape 
and meaning to the modern enterprise, transforming efficiency into excellence, and work 
into vocation. By weaving them into contemporary structures of leadership, learning, and 
innovation, SMEs can stand at the forefront of a new business paradigm-one where 
tradition fuels transformation, and where humanity remains the most valuable resource 
of all. 

The revival of old virtues cannot remain abstract. Tt must be lived, observed, and 
practiced daily. To achieve this, SMEs can translate values into tangible behavioural 
anchors that guide action and decision-making. Three complementary mechanisms 
ensure this embodiment:  

• Virtues-Workshops: Translating Values into Action Regular workshops engage 
employees in the process of defining what virtues such as reliability, honesty, or 
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craftsmanship look like in daily work. Through participatory sessions, teams 
identify “micro-behaviours” that express each virtue-for instance, punctual 
delivery as reliability, transparent communication as honesty, or proactive quality 
control as pride in craftsmanship. These workshops turn abstract ideals into 
shared behavioural codes, fostering accountability and collective ownership of 
culture. Over time, the list of virtues evolves organically, reflecting the living culture 
of the organization.  

• Rituals: Structuring Reflection and Learning Cultural renewal depends on rhythm. 
Rituals provide that rhythm. SMEs can implement two simple but powerful cultural 
rituals: Start-of-the-Week Goal Circles: short team gatherings to set intentions and 
reaffirm key virtues guiding the week (e.g., “this week, we focus on precision and 
teamwork”). End-of-the-Week Reflection Circles: quick debriefs to share lessons 
learned, celebrate examples of virtues in action, and acknowledge both 
achievements and mistakes with honesty and respect. These rituals reinforce 
continuity, learning, and belonging-turning virtues into habitual reflection rather 
than abstract statements.  

• Storytelling: Making Values Visible Stories give culture a voice. SMEs can build 
storytelling formats that make the invisible visible: sharing customer feedback, 
before-and-after project photos, or short “craft stories” highlighting how integrity, 
care, or innovation shaped success. Storytelling platforms-digital newsletters, 
intranet stories, or visual boards-transform virtues into a source of pride and 
identity. They also create emotional bridges between employees, customers, and 
the broader community. 

STRATEGY 2. LEADERSHIP IN THE DIGITAL ERA: INNOVATION AND HUMAN-CENTRED 
MANAGEMENT 

The transformation of work in the digital age demands not only technological adaptation 
but also moral and cultural renewal. Modern SMEs must learn to combine technological 
competence with the timeless virtues of responsible, ethical, and human-centred 
leadership. The study “Old Virtues, New Work” by Radwan Kharabsheh and Heidrun 
Bichler-Ripfel (Old Virtues, New Work, 2025) demonstrates that while digitalization 
reshapes structures and workflows, the core of effective leadership remains profoundly 
human - grounded in trust, moral integrity, and empathy. Leaders of the future are those 
who can leverage innovation without sacrificing authenticity, autonomy, and a sense of 
shared purpose. 

In traditional craftsmanship, leadership was embodied in the master’s role - a figure of 
skill, integrity, and mentorship. The study highlights how this archetype still resonates 
today. The modern leader, like the master craftsman, carries a dual responsibility, to 
uphold standards of excellence while guiding others toward self-realization. This model 
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of leadership, rooted in moral responsibility and personal example, stands in contrast to 
bureaucratic or control-oriented management styles. As the authors note, “traditional 
hierarchical leadership must evolve into mentorship-based guidance, where experienced 
craftsmen coach younger generations in an engaging, motivational way.” This principle, 
guidance over control, becomes the moral compass of leadership in the digital era. 

Digitalization has revolutionized management practices, introducing data-driven 
decision-making, automation, and remote collaboration. The study warns that 
technology alone cannot lead. “Digital tools enhance efficiency,” it states, “but they 
cannot replace the deep experiential knowledge and emotional intelligence required to 
lead people.” The task of the modern leader is therefore not to replace human judgment 
with algorithms but to integrate technology into a framework of ethical leadership, to 
respects autonomy, nurtures trust and builds communities of learning and innovation. 

The first pillar of this strategy is Trust-Based Leadership. In the research, trust repeatedly 
emerges as a structural condition for workplace innovation and well-being. SMEs must 
replace rigid control mechanisms with open communication, transparency, and a culture 
that embraces learning from mistakes. A healthy “error culture”, one that treats mistakes 
as opportunities for growth, encourages creativity and accountability. Trust-based 
leadership means empowering employees to make decisions, share knowledge, and take 
responsibility for results. This shift strengthens intrinsic motivation and reduces 
dependence on external supervision, enabling teams to act with agility and purpose in 
rapidly changing environments. 

The second pillar is Flat Hierarchies and Empowered Teams. The study shows that in 
SMEs, where interpersonal relationships are close and organizational structures flexible, 
flat hierarchies create space for self-organization and initiative. Leaders provide direction 
and define frameworks, but teams determine their own paths to achieve goals. This 
decentralization fosters engagement and innovation. When employees are trusted to act, 
they feel ownership over outcomes. According to Kharabsheh and Bichler-Ripfel, such 
structures echo the traditional workshop model, where “autonomy and craftsmanship 
mastery went hand in hand with responsibility.” In digital contexts, this principle 
manifests in collaborative, cross-functional teams that merge technological skill with 
creative problem-solving. 

The third pillar is Guidance Over Control, a philosophy that transforms the leader’s role 
from supervisor to facilitator. The study’s findings indicate that leadership is shifting “from 
authority to mentorship,” where the leader’s main function is to provide orientation, not 
surveillance. Leaders are expected to create clarity, communicate shared goals, and 
support personal and professional growth. This approach fosters both performance and 
well-being, as employees experience leadership not as pressure but as partnership. In 
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practical terms, this means more coaching conversations, feedback culture, and 
individualized development plans, instruments that help employees align their personal 
ambitions with organizational objectives. 

At the intersection of these principles lies the digital-human balance. True innovation 
occurs when technology amplifies, rather than replaces human potential. Leaders must 
be technologically fluent but ethically grounded, capable of integrating data and intuition, 
systems and empathy. The study connects this to the virtues of self-responsibility and 
moral discipline: leaders must model the values they wish to see reflected in their teams. 
Ethical leadership, rooted in authenticity and accountability, ensures that digital tools 
serve human ends - improving collaboration, transparency, and learning rather than 
eroding trust or autonomy. 

Moreover, the research underscores that leadership transformation in SMEs is 
inseparable from cultural renewal. As organizations flatten hierarchies and promote 
autonomy, they must reinforce shared values and a sense of purpose. Digital 
environments can easily lead to disconnection; hence, the leader’s role as community 
builder becomes paramount. Regular dialogue, storytelling, and recognition of effort 
preserve the human fabric of the enterprise. By promoting participatory leadership and 
open communication, SMEs not only adapt to digital complexity but also strengthen their 
social cohesion and collective identity. 

Finally, human-centred leadership in the digital era calls for the fusion of two traditions, 
on the one hand the wisdom of the old master and on the other the agility of the digital 
innovator. The study concludes that leaders who succeed are those who embody both 
discipline and creativity, technological aptitude and emotional intelligence. They 
cultivate workplaces where individuals feel trusted, valued, and inspired to take 
ownership of their craft. 

In essence, the digital era does not diminish the need for traditional virtues - it amplifies 
it. As automation expands, human qualities such as empathy, honesty, and moral 
responsibility become the rarest and most valuable leadership resources. SMEs that 
nurture these values will not only master digital transformation but will also create 
organizations that are innovative, resilient, and deeply human. 

By replacing control with trust, hierarchy with collaboration, and authority with 
mentorship, SMEs can craft a new model of leadership - one that honours the legacy of 
craftsmanship while preparing people and organizations for the future of work. This is not 
merely a change in management technique, but it is a cultural evolution, where 
technology and tradition converge to create leadership that is both visionary and humane.  
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To translate these principles into lived practice, SMEs can operationalize human-centred 
leadership through three key mechanisms that institutionalize trust, clarity, and growth.  

1. Decision-Making Rights Matrix: Clarity and Empowerment A central step toward trust-
based and decentralized leadership is clarifying who decides what. Creating a Decision-
Making Rights Matrix helps define responsibilities, escalation paths, and boundaries of 
authority across teams. This simple but powerful tool prevents ambiguity, accelerates 
decision-making, and strengthens accountability. In practice, each team co-creates its 
matrix during leadership workshops, answering three questions: Who has the right to 
decide? When should decisions be escalated? What information or consultation is 
required? By establishing these norms collaboratively, SMEs build transparency and 
psychological safety-employees know both their freedom and their limits, enabling 
autonomy without chaos. This structure reflects the workshop tradition of craftsmanship, 
where roles were clear, but initiative was encouraged.  

2. 1:1 Coaching Routines: Guidance over Control To embody mentorship-based 
leadership, organizations should institutionalize regular 1:1 coaching sessions between 
leaders and employees. These conversations replace hierarchical supervision with 
dialogue, reflection, and growth planning. Leaders act as mentors-helping individuals 
align personal aspirations with company goals, identify learning opportunities, and 
discuss challenges openly. Coaching routines also cultivate empathy and trust-the moral 
cornerstones of the “old virtues.” Instead of annual performance reviews, leadership 
becomes a continuous, human conversation that nurtures ownership and engagement. 
Over time, these sessions create a culture where feedback flows both ways and 
leadership is experienced as partnership rather than pressure.  

3. Micro Skills Training: Building Capability and Confidence Modern craftsmanship 
depends on continual learning. SMEs can reinforce this by launching Micro Skills Training-
short, focused learning modules that develop both technical and interpersonal skills. 
Examples include for example feedback techniques and conflict resolution, digital tool 
proficiency and process improvement, emotional intelligence and communication 
workshops. Such sessions maintain agility and learning momentum without 
overwhelming teams. By integrating these micro-trainings into weekly or monthly 
routines, organizations ensure that professional mastery evolves alongside technology. 
Each training becomes a modern echo of the master-apprentice exchange-brief, 
practical, and infused with shared purpose. 

 

STRATEGY 3. SUSTAINABILITY AND RESPONSIBILITY: NAVIGATING THE GLOBALIZED 
ECONOMY 
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In the rapidly globalizing economy, SMEs face a dual imperative, to remain competitive in 
international markets while responding to growing demands for environmental 
responsibility, social justice, and ethical governance. Global supply chains, rising energy 
costs, and evolving consumer values have transformed sustainability from a peripheral 
concern into a defining feature of corporate excellence. Across Europe, this shift has been 
accelerated by initiatives such as the Corporate Sustainability Reporting Directive (CSRD, 
2022) and the EU Green Deal for SMEs, which recognize sustainability as both an ethical 
obligation and a structural condition for long-term resilience. For modern SMEs, the 
challenge lies not merely in complying with regulations, but in internalizing sustainability 
as a core business philosophy - one rooted in enduring human virtues like honesty, 
accountability, frugality, and solidarity. 

Recent European research underscores that sustainability and social responsibility are 
no longer the preserve of large corporations. The European Commission’s 2021 report 
Uptake of Corporate Social Responsibility by European SMEs and Start-ups found that 
97% of European SMEs already engage in some form of CSR, whether through community 
involvement, responsible resource management, or energy-saving practices (European 
Commission, 2021). While the majority of small businesses act on social and 
environmental values, only a minority have formalized these commitments into 
structured sustainability strategies. According to a 2023 Springer study (Sustainability 
Information in European Small- and Medium-Sized Enterprises, 2023), an analysis of the 
Global Reporting Initiative (GRI) database identified 157 sustainability reports published 
by European SMEs.  This gap reflects both the constraints of scale and the evolving 
understanding of what sustainability truly means for smaller enterprises - not as a 
bureaucratic burden, but as a way to embed meaning and resilience into business 
practice. 

At the heart of this strategy lies the principle that sustainability begins with responsibility 
- responsibility toward the environment, employees, customers, and society at large. 
SMEs can integrate this principle across three key dimensions: local supply networks, 
technological efficiency, and social engagement. 

The first dimension is the strengthening of regional supply chains. By prioritizing local 
suppliers and regional partners, SMEs can reduce carbon emissions, lower transportation 
costs, and increase supply security. This approach supports local economies, sustains 
craftsmanship, and builds social capital. Localization is not isolation, but a strategy of 
proximity, trust, and stability, reflecting a modern interpretation of traditional virtues such 
as reliability, community solidarity, and stewardship. In an era of fragile global 
dependencies, regional collaboration becomes a form of collective risk management 
rooted in shared responsibility. 
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The second dimension centres on energy efficiency and technological innovation. 
European SMEs increasingly invest in energy-saving equipment, smart production 
systems, and renewable technologies. They do this not just to reduce costs, but to 
express a commitment to stewardship and balance. A growing number of manufacturers, 
for instance, are optimizing production schedules to minimize energy peaks, introducing 
heat recovery systems, or transitioning to hybrid delivery fleets. In the food and beverage 
sector, Austrian and German bakeries exemplify this transition. They combine energy-
efficient ovens and sustainable sourcing with community programs that distribute unsold 
bread to food banks. These enterprises embody the ideal that efficiency and empathy are 
not opposites but mutually reinforcing - demonstrating that environmental responsibility 
can align with operational excellence. 

The third dimension is social engagement and circular economy integration. SMEs play 
an essential role in advancing the circular economy by designing products and processes 
that minimize waste and maximize reuse. Rather than treating sustainability as an 
external obligation, many small businesses now approach it as an intrinsic part of their 
identity. Partnerships with local NGOs, recycling programs, and donation initiatives 
exemplify how circular thinking creates both social and economic value. The circular 
model resonates deeply with the traditional European ethic of frugality and respect for 
resources - a recognition that every material and every effort carries value. 

Research from the Eurobarometer (Flash Eurobarometer 549, 2024) and the OECD SME 
and Entrepreneurship Outlook (OECD, 2023) shows that SMEs adopting sustainability-
driven strategies achieve stronger long-term growth, higher innovation rates, and greater 
employee engagement. These firms also attract better talent and benefit from increased 
customer loyalty. Moreover, the social dimension of sustainability is gaining weight: more 
than 50% of European consumers, according to EY Europe (EY, 2023) and Deloitte’s 
Sustainability Survey (Deloitte, 2023), state that they prefer to buy from brands that 
actively demonstrate ethical and environmental responsibility. For SMEs, this means that 
sustainability is no longer a moral luxury - it is a practical determinant of competitiveness, 
reputation, and trust. 

However, sustainability does not only depend on external actions, as it requires an 
internal transformation of values and leadership. True sustainability begins with ethical 
management, leaders who view their role not merely as maximizing efficiency, but as 
cultivating purpose and accountability. SMEs must create organizational cultures where 
sustainability is understood and lived daily, and decisions are guided by fairness, respect, 
and long-term thinking. Old labour virtues such as integrity, moderation, diligence, and 
care for community are not nostalgic ideals, but the living foundation of contemporary 
ethical business. When these virtues are integrated into decision-making, they translate 
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into tangible results, like responsible governance, reduced risks, stronger partnerships, 
and greater public legitimacy. 

Furthermore, European sustainability policies increasingly recognize that SMEs, despite 
their smaller size, are indispensable to achieving systemic change. Initiatives like the EU 
SME Strategy for a Sustainable and Digital Europe (SME Strategy, 2020) and Green 
Transition Support Programmes provide funding and training opportunities to help SMEs 
implement energy efficiency, sustainable materials, and social inclusion projects. These 
frameworks reflect a broader understanding that sustainability cannot be imposed from 
above. It must grow from within, through education, local innovation, and shared cultural 
values. 

Ultimately, sustainability and responsibility are not just strategies for survival, but they are 
blueprints for a new kind of growth, that integrates technological progress with human 
dignity. Regional supply chains, renewable technologies, and social innovation together 
form a circular logic of care. Care for people, for places, and for the future. In this model, 
economic and moral sustainability become inseparable. 

By combining modern practices with timeless virtues, SMEs can position themselves as 
agents of transformation in the globalized economy. They show that progress does not 
have to mean exploitation, that innovation can coexist with integrity, and that 
responsibility, far from being a constraint, is the most powerful form of competitive 
advantage.  

To make sustainability a lived, observable part of daily business life, SMEs can 
operationalize responsible leadership through three key mechanisms that institutionalize 
transparency, efficiency, and trust. 

1. Material and Energy Check: Conscious Resource Management 

The first step toward environmental responsibility is a regular Material and Energy Check-
a systematic review of how resources are used within the company.  

This practice enables SMEs to identify where energy and materials are consumed, how 
processes can be optimized, and how the carbon footprint can be reduced without 
compromising product quality. 

The check is typically conducted quarterly or annually and includes analysis of electricity, 
water, and heat consumption, assessment of material life cycles (from sourcing to 
disposal), identification of reuse and waste reduction opportunities. 

Results are compiled into an Environmental Performance Log, which serves as both an 
internal accountability tool and a public communication instrument. This simple and 
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powerful practice embodies the virtue of frugality and stewardship, linking economic 
efficiency with ecological awareness. 

2. Product Signature: Transparency, Quality, and Longevity 

The second mechanism is the introduction of a Product Signature, which isa visible mark 
that communicates a product’s quality, durability, and reparability. This signature acts as 
a symbol of honesty and craftsmanship, allowing customers to see how the product is 
made, from what materials, and with what expected lifespan. In practice, the Product 
Signature may include information on material sourcing and sustainability, estimated 
product lifetime and repairability indicators, share of recycled or renewable materials. 
Such transparency not only strengthens customer trust but also restores dignity to 
craftsmanship, reinforcing the idea of responsibility for what one creates. Here, quality 
becomes not merely a technical metric but a moral value-a reflection of integrity, 
reliability, and pride in one’s work. 

3. Responsible SME Branding: Communicating Values Authentically 

The third mechanism is Responsible SME Branding and ensures that sustainability efforts 
are visible, coherent, and credible. Responsible branding is not about marketing slogans 
but about communicating authentic values and how the company combines economic 
performance with social and environmental purpose. This includes transparent reporting 
of environmental and social impact metrics, storytelling that highlights partnerships, 
community engagement, and local initiatives, consistent messaging that links 
profitability with public good. Responsible branding turns sustainability into a central part 
of corporate identity, not a peripheral label. It transforms virtues such as honesty, 
reliability, and care for community into strategic assets that strengthen reputation, attract 
talent, and foster customer loyalty. 

 

STRATEGY 4. THE POWER OF DIVERSITY: INCLUSION ACROSS GENDER, AGE, AND 
NATIONALITY 

SMEs in Europe are a central source of employment, innovation, and economic resilience. 
In the context of global competition, technological transformation, demographic shifts, 
and market volatility, the ability of SMEs to adapt to external challenges increasingly 
depends on the effective utilization of human capital. In this regard, implementing a 
systemic strategy of inclusion and diversity, encompassing gender, age, and national or 
ethnic background, becomes not only a social responsibility but also a key factor in 
enhancing resilience, innovation, and competitiveness. 
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Research confirms that companies actively integrating diversity into their processes 
demonstrate higher productivity, innovation, and employee retention. Eurofound notes 
that adopting diversity policies enhances companies’ innovation potential, improves staff 
retention, and expands the customer base (Centre for Strategy & Evaluation Services, 
2003). Similarly, a study in Small Business Economics shows that SMEs with ethnically 
diverse teams experience significantly higher employment growth, particularly when 
implementing digitalization, innovation, and export strategies (J. Korosteleva, T. 
Mickiewicz, M. D. Parrilli., 2024). McKinsey & Company emphasizes that firms with 
diverse leadership and actively included employees exhibit greater adaptability and 
profitability (McKinsey, 2024). 

Particular attention in the strategy is given to the inclusion of women and older workers. 
Although labour-market participation levels vary across Baltic Sea Region countries, 
research connected to the EU Strategy for the Baltic Sea Region (EUSBSR) consistently 
shows that SMEs with strong inclusion of women and older workers demonstrate higher 
innovation potential and greater organisational resilience. Evidence from initiatives such 
as the Baltic Sea Labour Forum supports the link between demographic inclusion, 
productivity, and sustainable growth (EUSBSR, 2022). Creating family-friendly and flexible 
workplaces, gradually increasing retirement age, and adapting working conditions for 
older employees allow SMEs to leverage this significant domestic potential. 

Moreover, increasing women’s participation in management, entrepreneurship, and self-
employment helps close the entrepreneurial gap, stimulates new business creation, and 
supports SME growth, which is particularly crucial given the decline in the working-age 
population. Evidence shows that companies with higher shares of women in leadership 
positions achieve higher innovation and productivity, while actively integrating older 
employees allows for the effective use of their knowledge and experience in 
organizational and educational processes. 

Equally important is the integration of skilled foreign professionals. EU demographic 
trends require the recruitment of foreign workers even when domestic labour potential is 
fully utilized. Bureaucratic obstacles often slow their labour market integration. 
Experience shows that rapid skills assessment, short, work-oriented language courses, 
internships, and on-the-job training enable foreign specialists and migrants to quickly 
enter SMEs, enhancing innovation capacity and filling critical skill gaps (EUSBSR, 2022). 
Supporting entrepreneurial initiatives among migrants further contributes to job creation 
and SME development. 

Based on these findings, a comprehensive strategy for SMEs emerges in which inclusion 
and diversity become integral to all core processes. It emphasizes systemic integration of 
gender, age, and cultural diversity not as a formality but as an active component of 
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decision-making, project activity, and management, enabling full utilization of employee 
potential and strengthening the company’s innovative capacity. A key element of the 
strategy is the establishment of flexible working arrangements, including adaptive 
schedules, remote work options, and gradual retirement transitions, allowing SMEs to 
retain the experience of older employees while attracting younger talent. Equal 
opportunities and career advancement for women are treated as a strategic resource, 
implemented through mentoring programs, family-oriented policies, and support for 
female entrepreneurship, thereby enhancing SME potential and addressing the 
entrepreneurial gap. The strategy also emphasizes the active integration of foreign 
specialists through rapid skills assessment, short on-the-job training programs, 
internships, and coaching, ensuring fast and effective labour market entry and 
maximizing their innovation potential. Monitoring and measurability are critical 
components, with KPIs for diversity and inclusion, regular reporting, and strategy 
adjustments based on outcomes. Inclusion and diversity are directly integrated into the 
business strategy, serving as a tool for enhancing innovation, expanding markets, 
retaining talent, and strengthening organizational resilience. 

To ensure diversity becomes a lived reality rather than a symbolic goal, SMEs can 
operationalize inclusive values through four key mechanisms that institutionalize 
fairness, flexibility, and human connection.  

1. Minimizing Bias in Recruiting: From Intuition to Structured Evaluation Diversity begins 
with how people enter the organization. SMEs can reduce unconscious bias by 
introducing structured and competency-based recruitment processes that emphasize 
objectivity and transparency over intuition or personal preference. Practical measures 
include structured interviews with standardized questions for all candidates, 
competency scoring systems that quantify skills and behaviours rather than impressions, 
and mixed-gender and cross-generational selection panels to ensure multiple viewpoints 
in hiring decisions. By systematizing fairness, SMEs strengthen trust, equality, and 
meritocracy-virtues long associated with craftsmanship and professional integrity. Fair 
recruitment practices not only increase representation but also enhance overall talent 
quality, as decisions are based on evidence, not bias.  

2. Flexible Work for Older Employees: Experience as a Strategic Resource Europe’s 
demographic transition is transforming labour markets. Instead of viewing an aging 
workforce as a constraint, SMEs can treat it as an asset of wisdom, continuity, and 
mentorship. Flexible working arrangements allow older employees to remain engaged 
while balancing energy, health, and personal needs. Examples include, adaptive 
schedules and part-time roles for semi-retired experts, project-based consulting tasks 
that utilize specialized experience, mentoring functions that connect older professionals 
with apprentices or younger team members, ergonomic and digital upskilling programs 
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that ensure inclusion in modern workflows. Such practices turn experience into an active 
driver of innovation, while reinforcing intergenerational solidarity, which isa cornerstone 
of European social and artisanal traditions. In this model, older employees become 
mentors, advisors, and carriers of organizational culture rather than passive observers of 
change.  

3. Return Paths for Employees After Long Absences: Reintegration Through Care and 
Respect Interruptions in working life-whether due to parental leave, illness, or caregiving-
often lead to talent loss and social inequality. SMEs can address this challenge through 
structured return-to-work programs that reintroduce employees smoothly and 
confidently into professional life. These programs may include elements like re-entry 
coaching and refresher training to rebuild technical and interpersonal competence, 
gradual reintegration schedules tailored to individual circumstances, peer mentoring 
networks that provide emotional and professional support, flexible hybrid work options 
during the transition phase. Reintegration initiatives embody the virtue of care-
acknowledging the individual behind the role and treating employment as a long-term 
relationship rather than a transactional contract. They also promote retention, reduce 
recruitment costs, and sustain organizational knowledge.  

4. Language and Mentoring Tandems for Immigrants: Building Bridges Through Mutual 
Learning Migration and mobility are reshaping Europe’s workforce. For SMEs, integrating 
skilled foreign professionals and immigrants is not merely an act of inclusion, but an 
investment in innovation capacity and cultural renewal. A powerful mechanism for this 
integration is the creation of language and mentoring tandems, where newcomers are 
paired with local employees for mutual learning and cultural exchange. Each tandem 
combines for example practical workplace language coaching integrated into daily tasks, 
cultural orientation and informal guidance on local work practices, mutual skill-sharing, 
where both partners learn from each other’s technical or cultural expertise. These 
tandems foster empathy, accelerate integration, and enhance cross-cultural 
collaboration. They also exemplify the craftsmanship tradition of learning by doing, 
updated for the modern, multicultural enterprise. 

 

STRATEGY 5. BUILDING BRIDGES ACROSS GENERATIONS - KNOWLEDGE TRANSFER 
AND LIFELONG LEARNING 

Across Europe, SMEs stand at the crossroads of two profound transformations: a 
demographic shift, as the workforce ages and generations change, and a technological 
shift, as digitalization accelerates and reshapes required skills. In this context, the 
continuity of knowledge and experience across generations is no longer a sentimental 
ideal – it is a strategic necessity. By building bridges between generations, SMEs can 
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secure both resilience and innovation, blending the wisdom of experience with the 
creativity of youth. Recent European research underlines the urgency of this approach. 
CEDEFOP’s report “Workplace Learning: The Missing Lever for EU Competitiveness and 
Inclusive Growth” (CEDEFOP, 2021) shows that although over 70% of adults in the EU are 
in employment, only about 27.5% of employees in SMEs receive training provided by their 
employer. Similarly, “Lifelong Learning in 2000 and 2020” (CEDEFOP, 2025) highlights that 
while access to learning has grown, major barriers remain – including fragmented 
systems and weak validation of informal learning. The OECD’s 2024 study “Equipping 
SMEs with the Skills to Navigate the Twin Transition” (OECD, 2025) emphasizes that SMEs 
face greater challenges than large firms in attracting and retaining skilled workers amid 
green and digital transformation. Together, these findings show that Europe’s economic 
resilience depends on how well its SMEs can turn learning into a continuous and inclusive 
process. 

The goal of this strategy is to turn knowledge transfer and lifelong learning from abstract 
principles into tangible daily practice. At its core lies the idea of dynamic, two-way 
learning, older employees should pass on expertise, craftsmanship, and ethical work 
habits, while younger colleagues contribute digital literacy, new methods, and innovative 
thinking. This mutual learning process strengthens trust, cohesion, and identity within the 
organization, ensuring that no generation monopolizes knowledge but rather keeps it in 
motion, renewing it with each exchange. A key mechanism in this process is 
intergenerational mentoring. Mentoring should not be seen as a one-directional transfer 
but as a partnership between experience and curiosity. Senior professionals can guide 
through the subtleties of quality, problem-solving, and leadership, while younger workers 
share insights on new tools, automation, and digital collaboration. Such mentoring builds 
a culture of respect, inclusivity, and collective growth, which are traits long embedded in 
Europe’s craft and industrial heritage. 

Another vital element is the creation of new learning paths, tailored to the pace and 
realities of SMEs. Instead of long and costly training programs, companies can implement 
micro-modules, which are short, targeted, and practice-oriented learning units that can 
be completed within work hours. As CEDEFOP notes, flexible learning and better 
recognition of informal and non-formal learning are key to the EU’s skills agenda. 
Microlearning enables SMEs to stay agile while keeping employees engaged and 
continuously improving their skills, from digital competence to communication, 
sustainability, and teamwork. To make learning visible and celebrated, SMEs can 
introduce monthly knowledge demonstrations, where an experienced or junior employee 
presents a practical insight, innovation, or lesson learned. This ritual not only promotes 
learning by doing but also builds pride, visibility, and mutual recognition within the team, 
turning the workplace into a living classroom. The strategy also calls for continuous 
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learning opportunities for older employees. Lifelong learning does not end at 50 or 55. 
According to CEDEFOP, adult learning and workplace training are essential for fostering 
inclusive growth in the EU. Training opportunities remain underutilized, particularly for 
older employees, representing a missed potential for innovation and organisational 
development (CEDEFOP, 2021). SMEs can encourage participation through targeted 
digital upskilling, mentoring leadership programs, and recognition incentives. This 
ensures that experience remains a living, evolving asset rather than a static memory. 
Ultimately, this strategy promotes more than workforce development, it cultivates a 
learning culture embedded in the DNA of the company. When every employee, regardless 
of age, is both a learner and a teacher, knowledge becomes renewable capital. The 
enterprise becomes more adaptive, sustainable, and human-centred and capable of 
balancing technological progress with continuity and purpose. To build bridges across 
generations is to create meaning: to ensure that tradition supports innovation, and that 
innovation, in turn, honours experience. European SMEs that integrate mentoring, 
microlearning, knowledge-sharing rituals, and inclusive lifelong education will not only 
strengthen their competitiveness – they will embody the very essence of sustainable 
progress in a changing world. 

This approach is deeply aligned with the European Skills Agenda (European Skills Agenda, 
2020) and the EU’s “Pact for Skills” (Pact for Skills, 2020), both of which emphasize that 
continuous learning and reskilling are prerequisites for competitiveness and social 
cohesion. Evidence from Eurofound and the European Training Foundation suggests that 
SMEs investing in intergenerational learning and structured mentoring tend to improve 
employee satisfaction, support knowledge transfer between generations, and enhance 
overall organisational performance. Such practices can facilitate faster integration of new 
employees and foster a culture of innovation. These findings confirm that investing in 
knowledge transfer is not a cost but a multiplier of value. In the context of the green and 
digital transitions, where entire business models are being reshaped, the ability to 
combine traditional expertise with new digital tools is decisive. Experienced workers bring 
the stability, craftsmanship, and long-term perspective needed to ensure quality and 
ethical standards, while younger generations introduce creativity, data-driven decision-
making, and fresh approaches to sustainability. Together, they form a symbiotic 
partnership, a living system of renewal that allows SMEs to adapt without losing their 
identity. 

The implementation of this strategy also requires new leadership mindsets. Leaders must 
act not merely as managers of processes but as facilitators of growth. The European 
Agency for Safety and Health at Work notes that intergenerational teams thrive where 
leadership is inclusive, participatory, and empathetic. By recognizing and valuing the 
different learning styles and motivations of each generation, SME leaders can create 
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environments of psychological safety, where employees feel encouraged to share ideas, 
make mistakes, and learn continuously. Incentivizing learning – for instance through 
recognition systems, skill-sharing events, or co-designed innovation challenges – helps 
embed development into daily routines. 

Technology, too, can amplify these efforts. Digital knowledge-sharing platforms, internal 
wikis, or short video tutorials recorded by experienced staff can preserve critical know-
how and make it accessible across teams and generations. As the European Digital SME 
Alliance observes, even simple digital documentation systems can prevent the loss of 
tacit knowledge when key employees retire or move on. In turn, younger workers can 
contribute by digitizing processes, creating interactive learning tools, and helping their 
mentors adapt to new platforms. Thus, technology becomes a bridge rather than a barrier 
between generations. 

Moreover, learning across generations contributes to wellbeing, engagement, and social 
inclusion. According to Eurostat’s Adult Education Survey (Eurostat, 2025), employees 
who participate in workplace learning report higher life satisfaction, better mental health, 
and stronger identification with their company. For older workers, continued access to 
education reduces the likelihood of early retirement and social isolation. For younger 
workers, access to mentorship enhances confidence, reduces anxiety, and accelerates 
professional growth. In this sense, intergenerational learning also strengthens the social 
dimension of sustainability, and ensures that progress is not only technological but 
human and cohesive. 

Finally, the success of this approach depends on cooperation beyond the enterprise 
itself. SMEs benefit from joining regional learning networks, vocational training alliances, 
and sectoral clusters supported by EU programs such as Erasmus for Young 
Entrepreneurs, the European Cluster Collaboration Platform, and the Skills Partnerships 
for the Twin Transition. These networks enable SMEs to share resources, exchange 
expertise, and access specialized training that would be difficult to sustain individually. 
They also reinforce Europe’s vision of a learning economy, one in which knowledge flows 
freely between companies, sectors, and generations. 

In the long term, bridging generations through knowledge transfer and lifelong learning 
transforms the very concept of work. It redefines the workplace as a space of shared 
growth, where learning is not an occasional activity but a way of being. It allows SMEs to 
remain faithful to their traditions while embracing change with confidence and purpose. 
And it ensures that Europe’s most powerful competitive advantage, which is the 
combination of skill, creativity, and solidarity, continues to thrive across generations. 
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STRATEGY 6: BRIDGING TRADITION AND MODERNITY - DIGITAL TRANSFORMATION 
AND WORKPLACE INNOVATION 

This strategy for SMEs is designed to integrate traditional labour virtues with modern 
digital technologies, creating a sustainable business model where productivity, 
innovation, and corporate culture develop in harmony. In today’s European business 
environment, SMEs face two key challenges simultaneously: on one hand, the enduring 
value of traditional labour virtues such as diligence, discipline, craftsmanship, loyalty, 
respect for colleagues, and corporate culture, which shape the uniqueness of the 
company and the trust of clients; on the other hand, the necessity of implementing 
modern technologies, automating processes, using digital customer engagement 
channels, and adopting flexible work practices. Research indicates that digitalization 
improves SME competitiveness and operational efficiency; however, without attention to 
human capital and organizational culture, digital transformation may be incomplete or 
face resistance. The OECD report “SME digitalisation for competitiveness: The 2025 
OECD D4SME Survey” (OECD, 2025) emphasizes that digitalization opens access to new 
markets and enhances operational efficiency for SMEs, while the study “Digital 
Transformation of Small and Medium-Sized Enterprises as an Innovation Process: A 
Holistic Study of its Determinants” (Romero, I., & Mammadov, H., 2024) identifies digital 
transformation as an innovation process encompassing technological, human, and 
organizational dimensions.  

The strategy is grounded in the principle that digital technologies should enhance, not 
replace, traditional labour virtues. Core values such as responsibility, attention to quality, 
collective trust, employee loyalty, and professional pride remain the foundation of 
corporate identity. Digital tools, including cloud platforms, CRM systems, process 
automation, and data analytics, enable employees to free time for personal engagement, 
mentorship, and client interaction. This creates a bridge between tradition and modernity. 
Strengthening labour virtues involves systematically integrating them into everyday 
company practices. Knowledge transfer from senior employees, including craftsmanship, 
professional skills, mentorship, and respect for work, becomes a key component of digital 
transformation programs. Younger employees learn not only technological tools but also 
traditional skills and company culture, while dual-generation teams ensure continuity 
and reinforcement of corporate values. 

The implementation of modern technologies is approached in service of tradition. CRM 
systems record client histories and preferences, but employees use this information to 
enhance personal contact rather than replace it. Automation of document workflows and 
collaboration through cloud platforms reduces routine workloads while maintaining 
professional judgment and attention to detail. Studies show that a clear digital strategy 
and distribution of responsibilities across the organization are critical for successful 
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technology adoption. Eurofound emphasizes that access to digital skills training and 
innovation practices directly affects job quality in SMEs. 

Workplace and culture transformation includes hybrid work models, combining in-
person meetings, collective rituals, and mentorship with remote work and digital tools. 
SMEs establish “innovation labs” where mixed teams test digital solutions while 
evaluating not only efficiency and speed but also alignment with corporate values, 
quality, and employee and client satisfaction. Regular mandatory training in new 
technologies incorporates discussions on how traditional virtues manifest in digital 
contexts, reducing resistance to change and ensuring cultural continuity. 

Process digitalization is phased, targeting areas where automation maximizes efficiency 
without undermining values. For example, automating accounting, reporting, and internal 
communication frees employees for strategic and personal tasks. The study “Divergent 
Paths of SME Digitalization: A Latent Class Approach to Regional Modernization in the 
European Union” (Zheleva, R., Petkova, K., Zdravkov, S., 2025) confirms that SMEs often 
adopt technology cautiously to preserve traditional work practices. 

Client integration relies on combining digital channels with traditional personal 
engagement. E-commerce, digital marketing, and analytics expand the reach and depth 
of interactions, while employees apply insights to enhance service quality, maintaining 
trust and authenticity. The OECD notes that digitalization helps SMEs manage market 
shocks and transitions but requires overcoming barriers. 

Monitoring and improvement include establishing KPIs that reflect both technological 
outcomes and preservation of traditions, like the percentage of trained employees, client 
and staff satisfaction, retention of personal interactions, customer retention, and 
employee engagement. Regular feedback allows adjustment of the transformation 
strategy, maintaining balance between old and new. 

The strategy also emphasizes partnerships and ecosystem involvement. SMEs, often 
resource-constrained, benefit from collaboration with tech hubs, universities, consulting 
centres, and industry networks to access knowledge, infrastructure, and financing. 
Eurofound reports that traditional firms more frequently face challenges assessing skill 
needs and accessing training. Regional differences are considered, as location, 
infrastructure, and business environment affect digitalization pace. Digital 
transformation is also aimed at sustaining jobs, improving work quality, and strengthening 
both corporate culture and traditional labour values. 

As a result, SMEs implementing this strategy achieve higher productivity, strengthened 
corporate culture where traditional labour virtues are recognized and reinforced, stronger 
and more resilient client relationships, intergenerational collaboration where senior 
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employees pass on skills and younger employees bring technological expertise, 
increased business resilience, improved work quality, greater employee and client 
satisfaction, and successful adoption of digital tools while preserving cultural continuity. 
This strategy effectively bridges tradition and modernity, combining enduring labour 
virtues with new digital opportunities to ensure sustainable growth and competitiveness 
for European SMEs. 

 

STRATEGY 7: HUMAN-CENTRED WORK CULTURE - BALANCING INNOVATION AND 
WELL-BEING 

In today’s fast-evolving business landscape, organizations often pursue technological 
innovation, agile methodologies, and digital transformation as key drivers of growth and 
competitiveness. Yet, the foundation of long-term success is not found in processes, 
systems, or software alone, it is found in the people who operate within these systems. 
Employees are the lifeblood of any organization, and their well-being physical, mental, 
and social, directly shapes performance, innovation, and organizational resilience. A 
human-centred work culture recognizes this reality by placing employee health, 
engagement, and fulfilment at the heart of strategic planning, rather than treating well-
being as a secondary concern or an HR formality. 

This strategy builds on the idea that sustainable work environments emerge from the 
integration of modern workplace practices with enduring labour virtues. Values such as 
trust, respect, responsibility, solidarity, and collective accountability are timeless 
principles that have long guided productive work and social cohesion within enterprises. 
When these virtues are actively nurtured alongside flexible work arrangements, innovative 
tools, and employee-centric policies, organizations cultivate a workplace where 
employees feel valued, supported, and motivated, leading to stronger performance, 
retention, and creativity. Empirical research from European labour studies has repeatedly 
confirmed that workplaces which emphasize psychological safety, social support, and 
participatory culture outperform those focused solely on productivity metrics. Employees 
who experience high levels of trust and respect report greater satisfaction, lower burnout, 
and higher willingness to contribute to innovation initiatives. 

At the operational level, this strategy advocates for practical, human-centred 
interventions that combine the best of traditional labour culture with modern work 
practices. For example, establishing binding teamwork agreements around breaks, shift 
rotation, and availability ensures clarity, fairness, and predictable workloads. Such 
agreements are grounded in respect for both individual needs and collective 
responsibility, echoing the old labour virtues of equity, discipline, and mutual 
accountability. Similarly, incorporating micro-recovery sessions, short, five-minute 
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resets during the day, support mental clarity, reduces fatigue, and enhances attention, 
while business theatre or serious play exercises in training provide interactive, reflective 
learning environments that stimulate creativity, empathy, and collaborative problem-
solving. Research in organizational psychology highlights that such brief, structured 
interventions improve cognitive performance, increase motivation, and strengthen 
interpersonal trust within teams. 

Beyond formal practices, the strategy emphasizes the social and emotional dimensions 
of work. Celebrating achievements collectively, whether milestones, project 
completions, or personal accomplishments, reinforces a sense of shared purpose, builds 
community, and strengthens employee identification with organizational goals. 
Recognition and celebration are not superficial rituals, but they are critical mechanisms 
through which the values of respect, solidarity, and mutual appreciation are expressed in 
daily organizational life. Studies in European SMEs and corporate culture consistently 
show that such recognition practices increase engagement, reduce turnover, and foster 
a culture of proactive collaboration. 

Another key element of this strategy is flexible work design, which aligns with 
contemporary demands for work-life balance and autonomy. Flexible schedules, hybrid 
work models, and remote collaboration tools allow employees to manage their energy 
and attention while maintaining productivity. Importantly, flexibility is framed within a 
context of accountability and collective responsibility. Employees are empowered to 
balance individual well-being with team commitments, reflecting the labour virtues of 
reliability and conscientiousness. Research indicates that flexibility combined with a 
strong, value driven culture significantly reduces stress and absenteeism while 
enhancing creativity and innovation outcomes. 

The strategy also emphasizes embedding well-being into organizational learning and 
innovation processes. Training, development, and knowledge sharing programs are 
designed to cultivate reflection, dialogue, and experimentation, rather than merely 
transmitting skills or technical knowledge. Practices like scenario exercises, collaborative 
problem-solving, and reflective workshops allow employees to explore challenges safely, 
share insights, and develop creative solutions, all while maintaining a supportive and 
respectful environment. Integrating well-being into innovation processes ensures that 
change initiatives are not only effective but also psychologically sustainable, reducing 
resistance and promoting long-term adoption. 

At a strategic level, this approach positions human-centred well-being as a driver of 
competitive advantage. Organizations that explicitly link employee well-being, 
engagement, and human-centred practices to innovation and productivity outperform 
those that neglect the human element. A workforce that experiences trust, mutual 
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support, and recognition is more likely to demonstrate discretionary effort, contribute 
ideas, and maintain loyalty during periods of change or uncertainty. Furthermore, by 
actively preserving and promoting old labour virtues alongside modern practices, 
organizations ensure that their culture remains cohesive, resilient, and ethically 
grounded. 

Expected outcomes of this strategy include improved employee satisfaction and mental 
health, higher engagement and motivation, enhanced creativity and collaboration, 
reduced turnover and absenteeism, and sustainable adoption of innovative practices. 
Organizations develop a work culture where innovation and well-being are mutually 
reinforcing, rather than competing priorities. By grounding contemporary workplace 
policies in traditional virtues such as trust, respect, solidarity, and responsibility, 
companies create a model where both people and the organization thrive in the long term. 

 

STRATEGY 8. NETWORKING FOR GROWTH: STRATEGIC PARTNERSHIPS AND 
COLLABORATIVE INNOVATION 

The modern business environment poses significant challenges for SMEs, as restrictions 
in capital, skills, and reach can impede growth without collaboration. At the same time, 
complex markets, technological advancements, and rapidly changing customer 
expectations create opportunities that can only be fully leveraged through strategic 
collaboration and networked partnerships. The strategy emphasizes the critical 
importance of building strong, purpose-driven networks and cooperative relationships 
with other organizations, institutions, and stakeholders to facilitate innovation, 
knowledge exchange, resource sharing, and sustainable business expansion. By 
strategically connecting with partners, SMEs can amplify their strengths, mitigate risks, 
and accelerate growth in ways that would be challenging to achieve independently.  

This strategy rests on the principle that SMEs gain significant advantages by leveraging 
external knowledge, capabilities, and resources through partnerships. Strategic alliances 
allow SMEs to access technological expertise, market intelligence, distribution channels, 
and complementary skills without incurring the full cost or risk of developing them 
internally. European studies indicate that SMEs participating in collaborative networks 
and innovation circles report higher productivity, faster commercialization of new ideas, 
and improved competitiveness. Moreover, collaborative engagement fosters learning, 
creates opportunities for experimentation, and enhances organizational adaptability in 
response to changing market conditions. 

At the core of this strategy is joint innovation and project-based collaboration. SMEs are 
encouraged to establish partnerships with suppliers, customers, and, in some cases, 
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even competitors to develop new products, services, or processes together. Examples 
include joint procurement initiatives, shared logistics operations, co-development of 
solutions, and collaborative customer projects. Such initiatives not only optimize costs 
and operational efficiency but also enable participating SMEs to combine 
complementary expertise, generating synergies that increase innovation potential. 
Collaborative projects foster inter-organizational trust, encourage knowledge transfer, 
and allow SMEs to collectively tackle challenges that might be too complex or costly for 
any single company to address alone. 

Another critical component of the strategy is active participation in innovation networks, 
industry circles, and professional forums. Regular engagement in monthly or thematic 
meetings allows SMEs to stay informed about emerging technologies, market trends, and 
best practices while fostering an environment for open dialogue, brainstorming, and 
problem-solving. These interactions promote mutual learning, create opportunities for 
joint initiatives, and strengthen professional relationships that can evolve into long-term 
partnerships. Participation in networks also enhances the visibility of SMEs within their 
sector, which can open doors to funding, collaborative research, and new market 
opportunities. 

To maximize the benefits of networking, SMEs must also develop internal capabilities for 
partnership management and collaboration. This includes building skills in negotiation, 
project coordination, knowledge integration, and cross-organizational communication. 
Companies with structured approaches to managing partnerships are more effective in 
converting collaborative efforts into tangible outcomes, ensuring that resources are 
efficiently used, and that innovative ideas are successfully implemented. Studies suggest 
that SMEs with strong network management skills are more agile, more innovative, and 
better equipped to respond to disruptions or emerging market trends. 

The strategy encourages SMEs to view partnerships as ecosystems of mutual value 
creation rather than one-off collaborations. This broader perspective involves engaging 
not only with commercial partners but also with universities, research centres, start-ups, 
industry associations, and technology hubs. Ecosystem participation provides SMEs with 
access to expertise, cutting-edge research, new technologies, and financial resources, 
which might otherwise be unattainable. Integrating multiple stakeholders in collaborative 
initiatives ensures that innovation is not only faster but also more robust, scalable, and 
aligned with industry developments. 

Monitoring and evaluating networking activities is essential to sustain long-term benefits. 
Key performance indicators may include the number of joint projects undertaken, the 
proportion of employees engaged in collaborative initiatives, the volume and quality of 
knowledge exchanged, commercial outcomes from partnerships, and the strength of 
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relationships established within the network. Regular evaluation allows SMEs to refine 
their partnership strategies, identify emerging opportunities, and ensure alignment with 
organizational goals. 

The expected outcomes of this strategy are manifold. SMEs can achieve increased 
innovation output, faster implementation of new solutions, reduced operational risks, 
and cost optimization through shared resources. Access to broader markets, new 
distribution channels, and complementary expertise contributes to business expansion 
and competitiveness. Additionally, participation in collaborative networks strengthens 
organizational resilience, enhances learning capabilities, and fosters a culture of open 
innovation. Shared projects and joint problem-solving also reinforce internal capabilities 
and employee engagement, as staff gain exposure to new knowledge, ideas, and 
collaborative practices. 

By combining internal strengths with external resources, knowledge, and relationships, 
SMEs can unlock synergies, accelerate innovation, expand market reach, and enhance 
organizational agility. This strategy underscores that growth is not achieved in isolation 
but through deliberate, structured engagement in networks that connect companies, 
research institutions, and other stakeholders in mutually beneficial collaborations. 
Through these connections, SMEs can transform challenges into opportunities, ensuring 
sustainable development and innovation in an increasingly interconnected and 
competitive business landscape. 
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