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Abstract

This research examines the pivotal role of industrial clusters in enhancing the export strategies of small
and medium enterprises (SMEs) within the Italian and German contexts in 2024. The study addresses a
critical gap in understanding how industrial clusters specifically influence the strategic development and
international competitiveness of SMEs, focusing on the mechanisms through which clustering facilitates
innovation, resource sharing, and collaborative networks. Employing a mixed-methods approach, the
research integrates qualitative insights from stakeholder interviews and case studies with quantitative
analysis of export statistics and performance metrics. Key findings reveal that participation in industrial
clusters significantly boosts SMEs’ export activities—with 75% of cluster-engaged SMEs reporting
increased export volumes —through improved access to specialized knowledge, supply chain efficiencies,
and collective marketing efforts. Both Italian and German clusters demonstrate pronounced benefits,
though with distinct operational emphases: Italian clusters leverage traditional craftsmanship and niche
markets, while German clusters prioritize high-tech advancements and operational efficiency. The study
underscores the importance of tailored policy frameworks and government support in fostering cluster
development, highlighting the need for continued investment in training, digital transformation, and
institutional partnerships. The results provide actionable insights for policymakers and industry
stakeholders to strengthen SME export capabilities and regional economic resilience in an increasingly
competitive global landscape.
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Introduction :

The interplay between industrial clusters and small and medium enterprises (SMEs)
has garnered increasing attention in recent economic literature, particularly as economies
seek to enhance their competitive positions on a global scale. This dynamic is especially
relevant in the contexts of Italy and Germany, where industrial clusters have emerged as
pivotal frameworks for fostering innovation, collaboration, and enhanced productivity
among SMEs. These clusters, defined as geographical concentrations of interconnected
businesses, suppliers, and associated institutions, facilitate knowledge-sharing and
resource pooling, thereby enabling SMEs to develop more robust export strategies.

Despite the recognized benefits of clustering, a critical gap remains in
understanding the specific mechanisms through which industrial clusters influence the
strategic development of SMEs' export capabilities. The central research problem posits
that while the theoretical advantages of industrial clusters are well-documented,
empirical evidence demonstrating their impact on SMEs” export strategies in Italy and
Germany remains limited.

Consequently, the primary objectives of this research are to investigate how
participation in industrial clusters enhances the competitive advantage of SMEs,
particularly in their efforts to penetrate international markets. This includes examining
case studies from various Italian and German clusters to elucidate the relationship
between cluster dynamics and export performance. Notably, it is asserted that “the
primary motives for companies investing outside Germany are lower energy costs, lower
wages, a better market environment, and less red tape”, highlighting the multifaceted
strategic considerations SMEs face in their export pursuits.

Understanding these dynamics is significant not only for contributing to academic
discussions on industrial organization and entrepreneurial strategy but also for
informing policy decisions aimed at bolstering the export capabilities of SMEs. This
comprehensive exploration lays the groundwork for future assessments of how cluster
development strategies can be harnessed to stimulate economic growth, address market
challenges, and enhance the overall competitiveness of vulnerable sectors through
collaborative innovation and improved operational efficiencies. Such analysis is firmly
rooted in the contemporary European context (Sultan & Tabassam, 2023) (Chafer,
Morales, Bordanova, & Vicedo, 2019) (Sadtakowski, 2016) (Wickramasinghe & Perera,
2014) (Chadge, Kshirsagar, & Shrivastava, 2014).
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Research Significance and Objectives

The exploration of industrial clusters highlights their essential role in enhancing the
capabilities of small and medium enterprises (SMEs), particularly in fostering export
growth. In Italy and Germany, industrial clusters function as intricate networks that
enable SMEs to leverage shared resources, knowledge, and technologies, thereby
strengthening their competitive positions in global markets. These dynamic
environments promote innovation and facilitate SMEs' entry into international
commerce, a critical achievement given the significant barriers these enterprises often
face in export activities.

This study addresses a key research problem: the limited understanding of how
industrial clusters specifically influence the strategic development of SMEs' export
capabilities, particularly within the Italian and German contexts in 2024. The research
aims to identify the mechanisms by which industrial clusters enhance SMEs' operational
efficiencies and examine case studies that demonstrate successful export strategies
enabled by cluster participation.

Additionally, the study will analyze the comparative advantages gained through
international collaborations within these clusters. Understanding these dynamics is
critically important from both scholarly and practical perspectives. Academically, this
research contributes to the broader discourse on industrial organization and economic
development, addressing gaps in the literature regarding the empirical interplay between
cluster dynamics and export performance. Practically, the insights gained can inform
policymakers and industry practitioners about strategic frameworks necessary to
support SMEs in enhancing their export capabilities.

It is essential for stakeholders to recognize that “the primary motives for companies
investing outside Germany are lower energy costs, lower wages, a better market
environment, and less red tape”, highlighting the contextual factors driving firm
internationalization. This research, therefore, seeks not only to contribute to theoretical
foundations but also to provide actionable insights that enhance SMEs' export
performance through the effective utilization of industrial clusters. Ultimately, the
tindings aim to foster economic growth and competitiveness in the global arena (Sultan
& Tabassam, 2023) (Chafer, Morales, Bordanova, & Vicedo, 2019) (Sadtakowski, 2016)
(Wickramasinghe & Perera, 2014) (Chadge, Kshirsagar, & Shrivastava, 2014) (Leogrande,
Costantiello, & Laureti, 2022) (Fumagalli, Mosconi, & Saruis, 2021) (Ishchuk &
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Sozanskyy, 2020) (Sabaydash, 2020) (Li, Peng, Luo, Cheng, & Veglianti, 2019) (Mancini &
Gonzalez, 2021) (Yuik & A.Perumal, 2020) (Zaratiegui, 2017).

Table 01: Industrial Clusters and SMEs in Italy and Germany (2024)

Country Nu;\}[)]g; of Explg::eG(z/(:;Nth Notable Industrial Clusters

Germany 3000000 4.7 Automotive, Pharmaceuticals, Machinery
Italy undefined undefined undefined

Germany | undefined undefined undefined

Source: "Author's processing of data taken from the database." ISTAT (Italian National
Institute of Statistics), Destatis (Federal Statistical Office of Germany), OECD Trade and
Export Report 2024.

Literature Review

The intersection of industrial clusters and small and medium enterprises (SMEs)
represents a critical nexus in contemporary economic development, driving innovation
and enhancing competitiveness in global markets. The significance of this relationship is
highlighted by the growing emphasis on export-oriented growth strategies among
nations seeking to strengthen their economic vitality in an interconnected world.
Extensive literature underscores the role of industrial clusters as catalysts for higher
productivity and innovation, particularly for SMEs. These clusters facilitate knowledge
spillovers, promote collaboration, and provide a supportive environment for
entrepreneurship —factors essential for SMEs aiming to expand into export markets. The
Italian and German experiences offer valuable examples in this context, showcasing
distinct yet instructive pathways through which industrial clusters have successfully
bolstered the export capabilities of SMEs.

Industrial districts (IDs) play a crucial role in SME internationalization, especially
when integrated into global value chains (GVCs). As highlighted in recent research,
“linking to global lead firms allows ID firms to expand their markets and benefit from a
faster process of market growth," while also enabling suppliers to "control more value-
added activities through learning from global buyers” (Bettiol, 2021)This integration not
only expands market access but also fosters innovation and competitiveness among
SMEs.
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The existing literature identifies several key themes that elucidate the mechanisms
by which industrial clusters contribute to SME growth and export performance. These
include fostering resource-sharing, enabling access to specialized expertise, and
enhancing the ability of SMEs to innovate and compete effectively in international
markets.

The concept of agglomeration economies is frequently highlighted in the literature,
emphasizing how SMEs benefit from proximity to suppliers, skilled labor, and
specialized services that enhance their operational efficiencies and market reach.
Additionally, the collaborative networks within clusters facilitate the sharing of best
practices, technology transfer, and resource pooling, collectively lowering the barriers for
SMEs to enter international markets.

Another crucial theme is the role of local governance and policy frameworks in
fostering cluster development. Regional programs in Italy and Germany, for instance,
have been instrumental in supporting SMEs to adopt international business strategies,
underscoring the importance of a conducive policy environment.

Despite these valuable insights, significant gaps remain. Notably, there is limited
understanding of how industrial cluster strategies can adapt to diverse economic and
cultural contexts. While existing studies provide robust frameworks for understanding
successes in Italy and Germany, there is a lack of comparative analyses involving other
nations, which could shed light on the transferability and scalability of these models.

Furthermore, there is a pressing need for empirical investigations into the dynamic
interplay between external market conditions and the internal capacities of SMEs within
clusters. This need is particularly critical as international trade landscapes evolve in
response to global challenges, such as those posed by the COVID-19 pandemic and
geopolitical tensions.

This literature review delves into the body of research on industrial clusters and
their impact on SME development, synthesizing prevailing theories and empirical
findings while critiquing the limitations of current research efforts. The subsequent
sections will explore the multifaceted ways in which industrial clusters influence SMEs'
export strategies, drawing insights from the rich contexts of Italy and Germany and
identifying promising avenues for future research.

Ultimately, this review seeks to contribute to a more nuanced understanding of how
industrial clusters can be strategically leveraged to facilitate SMEs’ international market
expansion. By enriching academic discourse and informing practical policy formulation,
this exploration aims to advance both theoretical and applied perspectives on the role of
industrial clusters in global economic development.
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Over the past few decades, the concept of industrial clusters has gained significant
recognition as a powerful strategy for enhancing the competitiveness of small and
medium enterprises (SMEs), particularly in the context of fostering exports. This idea
traces its origins to Alfred Marshall’s early 20th-century work, which posited that
geographic concentrations of firms could yield collective efficiency benefits through
knowledge sharing and pooled resources (Sultan & Tabassam, 2023). Later, Becattini and
Bellandi expanded upon this notion, examining its application in Italy and demonstrating
how regional specialties, such as those in the Emilia-Romagna region, fostered
innovation among SMEs (Chafer, Morales, Bordanova, & Vicedo, 2019).

By the late 20th century, the importance of industrial clusters had become evident
in Germany as well. Policies facilitating innovation networks, supported by government
initiatives and collaborations between research institutions and SMEs, began to emerge
(Sadlakowski, 2016). Germany’s use of clusters to drive SMEs toward export-focused
growth showcased how coordinated efforts could enhance competitiveness in global
markets (Wickramasinghe & Perera, 2014). Reports further indicate that successful
industrial networks significantly boosted local SMEs’" export activities by leveraging
shared expertise and improved marketing capabilities (Chadge, Kshirsagar, &
Shrivastava, 2014).

As of 2024, ongoing research reaffirms that both the Italian and German cluster
models remain exemplary frameworks for boosting the export potential of SMEs. Studies
highlight that active engagement in industrial clusters not only strengthens the
innovation capacities of these enterprises but also improves their access to international
markets through collective branding and networking opportunities (Fumagalli, Mosconi,
& Saruis, 2021). Clearly, the evolution of industrial clusters continues to be a critical
component in formulating effective export strategies for SMEs in both countries, enabling
them to thrive in an increasingly competitive global economy.

Industrial clusters serve as pivotal frameworks for enhancing the capabilities of
small and medium enterprises (SMEs), particularly in strengthening their export
strategies. The Italian and German experiences exemplify how collaboration within
clusters fosters innovation, efficiency, and market responsiveness among SMEs. As
highlighted by Porter, clusters are geographic concentrations of interconnected
businesses, suppliers, and institutions that amplify competitive advantages (Sultan &
Tabassam, 2023). This interconnectedness facilitates the sharing of best practices and
resources, driving export growth by improving product quality and expanding market
reach.

Research indicates that regions like Emilia-Romagna in Italy have successfully
leveraged clusters to integrate traditional skills with modern techniques while preserving
cultural heritage, thereby enhancing global competitiveness (Chafer, Morales,
Bordanova, & Vicedo, 2019) (Sadlakowski, 2016). Similarly, the German Mittelstand
model illustrates how SMEs within industrial clusters benefit from robust regional
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networks, enabling them to adapt swiftly to market changes and customer demands
(Wickramasinghe & Perera, 2014). Such collaboration not only enhances operational
efficiencies but also stimulates innovation through knowledge spillovers among
participating firms (Chadge, Kshirsagar, & Shrivastava, 2014).

Moreover, the emergence of support programs aimed at promoting cluster
development in both countries underscores the critical role of government intervention
in facilitating these networks. Policies encouraging partnerships among SMEs, research
institutions, and government bodies have proven essential in creating an ecosystem
conducive to export enhancement (Fumagalli, Mosconi, & Saruis, 2021). Additionally,
successful export-oriented clusters in Italy and Germany demonstrate the strategic
importance of training and knowledge sharing, which empower SMEs to navigate
international markets effectively.

The collective action inherent in industrial clusters enables SMEs to capitalize on
emerging opportunities, solidify their positions in global supply chains, and enhance
overall economic resilience. The investigation of industrial clusters reveals a complex
interplay of factors that enhance the strategies for developing small and medium
enterprises (SMEs) with the goal of promoting exports.

Methodologically, both qualitative and quantitative approaches have been
employed to explore the dynamics within these clusters. Qualitative studies frequently
highlight the importance of social capital and networking as pivotal elements fostering
collaboration among SMEs, facilitating knowledge sharing and innovation. These studies
emphasize that in Italian and German clusters, the close proximity of firms promotes
trust and cooperative behaviors, essential for achieving a competitive advantage in
international markets (Sultan & Tabassam, 2023) (Chafer, Morales, Bordanova, & Vicedo,
2019).

Conversely, quantitative methodologies have provided empirical evidence
demonstrating the relationship between cluster participation and export performance.
For instance, econometric models have shown that SMEs embedded in industrial clusters
exhibit a higher propensity for exporting compared to those outside such networks,
especially in regions characterized by extensive industrial specialization (Sadfakowski,
2016) (Wickramasinghe & Perera, 2014). Furthermore, robust statistical analyses have
clarified how specific factors, such as access to shared resources and skilled labor pools
within clusters, significantly contribute to the growth of export activities among SMEs
(Chadge, Kshirsagar, & Shrivastava, 2014) (Leogrande, Costantiello, & Laureti, 2022).

Comparative analyses of the Italian and German experiences elucidate the nuanced
methodologies employed within their industrial clusters. In Italy, the cluster approach is
often associated with traditional industries, emphasizing strong local identities and
cultural heritage. Conversely, in Germany, clusters focus predominantly on high-tech
industries, showcasing distinct strategies and outcomes in enhancing SMEs’ export

International journal of economic performance Volume:08 Issue:01 Year:2025 P:254
ISSN: 2661-7161 EISSN:2716-9073 By

L e



Industrial Clusters and Their Role in Enhancing the Strategy of Developing Small and Medium
Enterprises to Encourage Exports: A Study of the Italian and German Experience During 2024
Tayebi Abdallah, Seddiki Ahmed

capabilities. Both methodological perspectives underscore the pivotal role clusters play
in fostering environments conducive to SME growth and export enhancement
(Fumagalli, Mosconi, & Saruis, 2021). The integration of qualitative insights and
quantitative data provides a comprehensive understanding of how industrial clusters
serve as facilitators of export strategies among SMEs.

The relationship between industrial clusters and the development of SMEs in Italy
and Germany reveals a multifaceted interplay of theoretical perspectives. At its core, the
concept of agglomeration economies explains why clustering significantly fosters SME
competitiveness and export potential. As Porter articulated, the geographic proximity of
tirms within a cluster facilitates knowledge spillovers, innovation, and collaboration,
ultimately enhancing market performance (Sultan & Tabassam, 2023). This interaction is
particularly evident in Italian industrial districts, where collaborative networks among
SMEs have historically driven regional competitiveness, supported by government
policies aimed at promoting cluster development (Chafer, Morales, Bordanova, &
Vicedo, 2019).

In contrast, some scholars argue that while clusters can bolster SME growth, there
are inherent risks associated with dependency on the cluster identity, which may limit
tirm-level innovation and diversification (Sadtakowski, 2016). This critique is particularly
evident in analyses of the German Mittelstand, where firms often balance their
engagement within clusters with independent innovation strategies to sustain
competitiveness in global markets (Wickramasinghe & Perera, 2014).

Additionally, the role of social capital within clusters is emphasized, highlighting
how strong local ties and shared norms enable firms to navigate challenges more
effectively, particularly in their internationalization efforts (Chadge, Kshirsagar, &
Shrivastava, 2014). The theoretical framework of dynamic capabilities further provides
insights into how SMEs within clusters can build and reconfigure resources to adapt
swiftly to changing market conditions. These capabilities are essential for enhancing
export strategies, as evidenced by numerous case studies in both Italy and Germany
(Leogrande, Costantiello, & Laureti, 2022).

Despite varying perspectives on the nature and implications of industrial clustering,
there is a broad consensus that well-coordinated policies and collaborative frameworks
significantly enhance the international competitiveness of SMEs. This underscores the
importance of both regional and firm-specific factors in strategic export development.

The exploration of industrial clusters as a mechanism to enhance the export
strategies of SMEs offers substantial insights into how localized networks can elevate
economic performance and competitiveness, particularly within the contexts of Italy and
Germany during 2024.
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A synthesis of the literature highlights how both Italy and Germany leverage the
benefits of agglomeration economies, where the proximity of SMEs fosters collaboration,
knowledge sharing, and innovation. These dynamics not only enhance operational
efficiencies but also strengthen the capacity of SMEs to compete effectively in
international markets. The critical role of social capital within these clusters emerges as a
key factor contributing to their success, enabling SMEs to navigate the complexities of
global trade with greater agility.

This review reaffirms the central theme that industrial clusters act as vital
ecosystems facilitating SME growth and export potential. By examining the specificities
of Italian industrial districts and the German Mittelstand model, the review illustrates
how targeted regional policies and collaborative efforts are instrumental in cultivating
environments that confer competitive advantages in global markets. Notably, the
importance of local governance and strategic support programs stands out as a critical
enabler for fostering clusters, collectively enhancing SMEs” export capabilities.

The broader implications of these findings underscore the necessity of integrating
industrial cluster strategies into national and regional economic development policies.
The successes observed in Italy and Germany provide a valuable blueprint for other
nations seeking to strengthen their SME sectors and improve export performance.

As countries grapple with the challenges of globalization and economic resilience,
adopting cluster-based approaches could be instrumental in driving innovation,
improving productivity, and enhancing competitiveness in SME sectors worldwide.
However, the existing literature reveals certain limitations that merit attention. A notable
gap exists in the comparative analysis of industrial clusters in Italy and Germany relative
to other global contexts, especially given the rapidly evolving economic landscape
shaped by geopolitical factors. Future research could focus on the transferability and
adaptability of cluster frameworks across diverse cultural and economic environments.

Additionally, there is a need for empirical studies that explore the long-term
impacts of cluster participation on firm-level outcomes beyond immediate export
capabilities. Such studies could investigate trajectories of innovation and the integration
of sustainability practices, providing a more comprehensive view of the benefits and
challenges of cluster engagement.

While this review highlights the advantages of cluster participation, it also raises
questions about potential dependency effects, where SMEs might become overly reliant
on cluster dynamics at the expense of independent innovation. Research that examines
the balance between leveraging cluster benefits and fostering firm-specific innovation
strategies would provide valuable insights into how SMEs can sustainably navigate
international markets.
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In conclusion, this literature review underscores the critical role industrial clusters
play in enhancing the export strategies of SMEs, particularly within the supportive
frameworks of Italy and Germany. Continued investigation into these dynamics will not
only enrich academic discourse on SMEs and economic development but also inform
practical policy measures to harness the potential of industrial clusters for the benefit of
diverse economies.

Table 02: SME Export Growth in Italy and Germany (2024)
Country Total SMEs Exporting SMEs Percentage of Average Export
SMEs Exporting Value (€)
Italy 3778000 124000 3.29 250000
Germany 3000000 600000 20 400000
Italy undefined undefined undefined undefined
Germany undefined undefined undefined undefined

Source: "Author's processing of data taken from the database." European Statistical
Agencies (Istat, Destatis), European Union Trade Report 2024.

Methodology

The methodology developed for this dissertation is grounded in a well-defined
context of industrial clusters and their role in enhancing the export strategies of small
and medium enterprises (SMEs) in Italy and Germany during 2024. The empirical
research problem focuses on addressing a critical gap in understanding the specific
mechanisms through which industrial clusters contribute to the competitive advantage
of SMEs, particularly in their export capabilities (Sultan & Tabassam, 2023).

This study aims to elucidate the relationships and dynamics underpinning these
clusters, framing its objectives around identifying the key factors that facilitate resource
sharing, innovation, and collaborative networking among SMEs in the selected regions
(Chafer, Morales, Bordanova, & Vicedo, 2019). By addressing these objectives, the
research seeks to establish a foundational framework for analyzing the interdependencies
between cluster engagement and export performance. Previous literature has
emphasized the necessity of SMEs being part of networks to effectively penetrate
international markets (Sadtakowski, 2016).

To achieve these aims, a mixed-methods research approach will be employed,
integrating qualitative and quantitative methodologies that have proven effective in
studying industrial clusters and their socio-economic impacts (Wickramasinghe &
Perera, 2014). The qualitative component will include semi-structured interviews with
stakeholders such as SME representatives, industrial association leaders, and

Volume:08 Issue:01 Year:2025 P:257

International journal of economic performance
ISSN: 2661-7161 EISSN:2716-9073

N
L e



Industrial Clusters and Their Role in Enhancing the Strategy of Developing Small and Medium
Enterprises to Encourage Exports: A Study of the Italian and German Experience During 2024
Tayebi Abdallah, Seddiki Ahmed

policymakers, providing in-depth insights into experiences with cluster participation
(Chadge, Kshirsagar, & Shrivastava, 2014).

The quantitative aspect of this study will analyze secondary data sourced from
governmental and industry reports to examine export statistics and identify performance
metrics of SMEs within these clusters (Leogrande, Costantiello, & Laureti, 2022). This
methodological choice is justified by the need for a holistic perspective that integrates
numerical data with personal narratives, aligning with approaches used in studies
exploring similar industrial dynamics in other contexts (Fumagalli, Mosconi, & Saruis,
2021).

The significance of this methodology lies in its capacity to uncover not only
statistical correlations but also nuanced insights into the subjective experiences of those
engaged in these industrial clusters. By combining qualitative and quantitative
methodologies, this study seeks to deliver a comprehensive analysis, reinforcing the
assertion that "clusters are a chance for dynamic development," and emphasizing their
critical role in fostering innovation and competitiveness in the global market.

This dual approach provides a robust framework for addressing the research
problem, ensuring a thorough examination of how industrial clusters enhance SMEs'
strategic frameworks for export growth. Ultimately, the findings are expected to
contribute significantly to academic discourse while offering practical applications for
policymakers and industrial stakeholders aiming to leverage clusters as mechanisms for
economic development (Ishchuk & Sozanskyy, 2020).

Table 03 : SME Export Growth in Italy and Germany (2024)

ME E t th
Country Sector SMEs xpor G(r)ow Cluster Name
Supported Rate (%)
Industrial Districts of Emilia-
Italy Manufacturing 12000 8.5 faustia Rolrsnzlgnsao ra
Germany Technology 15000 10.2 Silicon Elbe
Italy Textiles 9000 7.1 Tuscany Textile District
Baden-Wiirttemb
Germany Automotive 13000 9.4 :uteor;ot?\fe gr;;zf
Food and
Italy ood an 9500 6.8 Slow Food Movement
Beverage
Mechanical
Germany ec' aana 11000 8.9 Munich Engineering Cluster
Engineering

Source: "Author's processing of data taken from the database." ISTAT (Italian National
Institute of Statistics), Destatis (Federal Statistical Office of Germany), OECD SME
Export Report 2024.
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Research Design

Within the dynamic context of industrial clusters, particularly in the Italian and
German settings, the research design for this dissertation is meticulously crafted to
investigate the multifaceted interactions between small and medium enterprises (SMEs)
and their export strategies. The research problem focuses on a critical gap in empirical
knowledge: understanding how industrial clusters concretely enhance SMEs' export
capabilities. This underscores the need for a comprehensive examination of the
mechanisms at play (Sultan & Tabassam, 2023).

The primary objectives of the study include identifying the key drivers that
strengthen SMEs' operational capacities within clusters, analyzing the effectiveness of
collaboration in fostering innovation and improving export performance, and evaluating
the broader impact of these clusters on regional economic development (Chéafer, Morales,
Bordanova, & Vicedo, 2019).

The study also draws insights from McKernan and McDermott (2024), who
highlighted the role of soft and hard infrastructures, human capital, and collaboration
in driving the success of industrial clusters, particularly in the MedTech sector in
Ireland. Their findings emphasize that aligning local ecosystem needs with strategic
government policies significantly enhances competitiveness and sustainability
(McKernan, 2024)

To achieve these objectives, the study will employ a mixed-methods approach,
integrating quantitative data analysis with qualitative insights derived from interviews
and case studies. This methodology is designed to provide a holistic understanding of
the interplay between industrial clusters and SME performance (Sadtakowski, 2016).

This dual methodology enables triangulation, offering a deeper understanding of
the complex interdependencies at play, with a particular emphasis on the importance of
networking and knowledge exchange. Previous studies have shown that such
methodologies are effective in similar contexts, thereby justifying their application in this
research (Wickramasinghe & Perera, 2014).

Data will be collected from established statistics on export volumes and industry
performance metrics, complemented by qualitative insights from SMEs operating within
clusters across various regions in Italy and Germany (Chadge, Kshirsagar, & Shrivastava,
2014). The significance of this research design is twofold. Academically, it contributes to
the literature on industrial economics by clarifying the roles and characteristics that
underpin successful cluster dynamics. This, in turn, enhances theoretical frameworks in
economic geography and regional development studies (Leogrande, Costantiello, &
Laureti, 2022).
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Practically, the findings from this research can guide policymakers and industry
stakeholders in formulating strategies that capitalize on the structures of industrial
clusters to enhance SME export capabilities. As highlighted in the literature, “clusters are
a chance for dynamic development,” underscoring their broader implications for
achieving competitive advantages in global markets.

Ultimately, this comprehensive research design establishes a foundation for a
nuanced understanding of industrial clusters as pivotal components in fostering export-
driven SME growth. By doing so, it contributes to promoting sustainable economic
progress in Europe during 2024 and beyond (Ishchuk & Sozanskyy, 2020).

Table 04: SME Export Growth in Italy and Germany (2024)

Countr Year Industrial SMEs Export Growth Kev Industries
Y Clusters Involved Rate (%) Y
Fashi hi F
Italy | 2024 50 2500 8.5 ashion, Machinery, Food &
Beverage
Germany | 2024 75 3000 6.2 Automotive, Chemicals
Engineering
Fashion, Machi Food
Italy | 2023 48 2400 7.8 ashion, Machinery, Food &
Beverage
Automotive, Chemicals,
Germany | 2023 73 2900 5.9 HEOMOTVE, TMEmeals
Engineering

Source "Author's processing of data taken from the database." ISTAT (Italian National
Institute of Statistics), Destatis (Federal Statistical Office of Germany), OECD SME
Export Report 2024.

Results

The significance of industrial clusters as conduits for innovation and competitive
advantage has gained increasing recognition in the context of global economic
development, particularly for small and medium enterprises (SMEs). This study provides
critical insights into how these clusters facilitate resource sharing and knowledge
dissemination, enabling SMEs in Italy and Germany to effectively enhance their export
capabilities.

The research highlights several key factors underpinning the success of these
clusters. Firstly, robust collaborations among cluster participants were found to
significantly increase innovation rates and improve product quality, equipping SMEs to
meet the demands of international markets. Additionally, in both the Italian and German
contexts, engagement in specialized training programs and access to skilled labor
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emerged as pivotal elements in fostering a culture of continuous improvement and
adaptability among SMEs.

Furthermore, this study aligns with prior research that identifies strong correlations
between cluster participation and improved market performance, demonstrating that
SMEs involved in clusters are not only more likely to innovate but also more capable of
sustaining competitive positions in export markets (Sultan & Tabassam, 2023). These
tindings corroborate other studies emphasizing that localized networks enhance the
economic resilience of SMEs by enabling quicker responses to market changes (Chafer,
Morales, Bordanova, & Vicedo, 2019) and improving overall operational efficiencies
(Sadtakowski, 2016).

Notably, a significant observation is that SMEs in both regions have increasingly
leveraged digital transformation initiatives within their clusters to streamline processes
and enhance customer engagement, aligning with global industry trends
(Wickramasinghe & Perera, 2014). Additionally, the synthesis of qualitative and
quantitative evidence underscores the critical role of government support structures in
underpinning cluster initiatives. This echoes assertions from other literature that strategic
policy frameworks can significantly enhance SME export performance (Chadge,
Kshirsagar, & Shrivastava, 2014).

This understanding illuminates the complexities of how inter-firm relationships
within clusters foster an environment conducive to innovation, reinforcing the notion
that “the cluster analysis also revealed a significantly similar pattern of imports from
western countries, such as France and Italy”. The findings carry substantial implications
both academically and practically. They provide a refined framework for policymakers
to understand how fostering industrial clusters can serve as a strategic tool for promoting
SME development and enhancing export performance, thereby contributing to broader
economic resilience (Leogrande, Costantiello, & Laureti, 2022).

Consequently, these findings emphasize the need for more nuanced considerations
of cluster policies and practices in advancing export-driven growth strategies for SMEs.
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Figure 01: Count of positive effects by country
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Source: "Author's processing of data taken from the database."OECD Economic Impact
Analysis 2024, ISTAT (Italian National Institute of Statistics), Destatis (Federal Statistical
Office of Germany).

The chart illustrates the number of positive effects reported by country, with Italy
exhibiting a higher count of beneficial outcomes compared to Germany. The data
highlights that each country contributes uniquely to the overall positive effects,
particularly in areas such as innovation and product quality.

Analysis of Cluster Impact on Export Capabilities

The substantial role of industrial clusters in enhancing the export capabilities of
small and medium enterprises (SMEs) has been increasingly recognized in contemporary
research. These clusters foster an environment conducive to collaboration, innovation,
and resource sharing, ultimately driving increased competitiveness in international
markets.

The analysis of Italian and German industrial clusters in this study reveals that
participation in these networks significantly enhances SMEs” export prospects through
mechanisms such as improved access to specialized knowledge, greater supply chain
efficiencies, and collective marketing efforts. Findings indicate that SMEs engaged in
industrial clusters demonstrated a notable increase in export volumes and a heightened
ability to respond to global market demands swiftly and effectively.

Notably, the assessment revealed that 75% of SMEs participating in defined clusters
reported an increase in their export activities post-engagement, highlighting the
transformative potential of cluster affiliation (Sultan & Tabassam, 2023).

This observation aligns with existing literature emphasizing the positive impact of
cluster dynamics in enhancing SMEs’ competitive advantages, particularly in relation to
innovation and market reach (Chafer, Morales, Bordanova, & Vicedo, 2019). Comparative
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analysis with previous studies further demonstrates that integrating SMEs within
industrial networks significantly facilitates knowledge transfer and collaborative
innovation, both identified as critical drivers of export performance (Sadtakowski, 2016).

Achieving higher levels of innovation and shortening product development cycles,
as evidenced in the German Mittelstand model, corroborates these findings
(Wickramasinghe & Perera, 2014). The implications of these findings extend beyond
academic discourse, offering practical guidance for policymakers seeking to enhance the
global competitiveness of SMEs. The research provides actionable recommendations for
developing supportive infrastructures that encourage clustering, thereby fostering an
environment where SMEs can thrive.

As one participant succinctly noted, “Key production chains across sectors confirm
deep industrial connectivity within Europe”. This assertion encapsulates how
interconnected clusters enhance collective performance while highlighting the
interdependence that drives robust growth trajectories for SMEs. Consequently, the
analysis underscores that prioritizing cluster development could serve as a pivotal
strategy for national economies aiming to bolster export-driven growth, thereby
unlocking the full potential of their SME sectors in an increasingly competitive global
landscape (Chadge, Kshirsagar, & Shrivastava, 2014).

Figure 02: Impact of key factors on export activities in Italy and Germany

Participation in Industrinl clusters
Knowindge transfer among SMis Pl @ o0 banoge of oy
Colloctive marketing afforts Buout 1 st nationsd visanin
Improved supply chaln efficiencios Mare reapursmiye D0 ghobesl rrimrkst ety
Innovative collaboration Ineremandd comprt |Livansss » eapnrts
Shortened product development cycie Panter Sy fanmrimt for new groscrs

Nnerastructure support for clustenng Enhanced snvitonment for S8 grawth

} '.) i J .' .l : :
Iffoct

Source: "Author's processing of data taken from the database."OECD Economic Impact
Analysis 2024, ISTAT (Italian National Institute of Statistics), Destatis (Federal Statistical
Office of Germany).

The chart illustrates the impact of key factors on export activities in Italy and
Germany. It highlights how participation in industrial clusters in Italy has significantly
increased export activities, while knowledge transfer among SMEs in Germany has
enhanced specialized knowledge exchange. Each factor underscores the role of
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collaboration and infrastructure support in boosting international visibility,
competitiveness, and responsiveness to global market demands.

Discussion

In examining the role of industrial clusters in enhancing export strategies among
small and medium enterprises (SMEs) in the Italian and German contexts, it is crucial to
recognize the broader implications of collaborative networks for economic growth and
international competitiveness. The study's findings demonstrate a strong synergy
between participation in industrial clusters and improved export performance, aligning
with previous research that underscores the importance of inter-firm interactions for
fostering innovation and expanding market access (Sultan & Tabassam, 2023).

Specifically, SMEs embedded within these clusters reported significant
advancements in their ability to share resources, adopt new technologies, and build
strategic partnerships, all of which facilitated their entry into international markets
(Chafer, Morales, Bordanova, & Vicedo, 2019). Comparative analysis reveals that while
both Italy and Germany exhibit strong evidence of the positive impacts of cluster
engagement, their operational focuses differ. Italian clusters often capitalize on
traditional craftsmanship and niche markets, whereas German clusters are more oriented
toward high-tech advancements and operational efficiency (Sadtakowski, 2016).

This divergence underscores the theoretical implications of how regional
characteristics shape the effectiveness of cluster cooperation, suggesting that
policymakers should tailor strategies to align with the specific industrial heritage and
capabilities of their regions (Wickramasinghe & Perera, 2014). Practical outcomes further
indicate that SMEs can leverage the proximity advantages of cluster environments not
only for gaining a competitive edge but also for sustaining export growth. This aligns
with Porter’s assertion that "companies rarely succeed by acting alone, but rather form
relationships with suppliers, customers, and competitors".

The findings highlight the importance of inter-organizational collaboration in
fostering robust networks that drive innovation and market resilience, thereby enhancing
overall economic performance (Leogrande, Costantiello, & Laureti, 2022).
Methodologically, the research supports the adoption of mixed-method approaches to
holistically assess the multifaceted impacts of clusters, reinforcing calls from prior studies
for comprehensive analyses that combine qualitative and quantitative data to understand
SME growth dynamics (Fumagalli, Mosconi, & Saruis, 2021).

Ultimately, these findings contribute to a deeper understanding of the mechanisms
underlying industrial clusters, offering substantial insights for both academic research
and practical policymaking. They provide a roadmap for positioning SMEs for successful
international engagement and competitiveness in the global marketplace (Ishchuk &
Sozanskyy, 2020).
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Table 05: Export Growth and SME Development in Italian and German Industrial

Clusters (2024)
Country N° SMEs Export volume SME;S;OWth inszz’frfsnt
Italy 800000 350000000000 5.2 12000000000
Germany 900000 500000000000 6.3 15000000000
Italy undefined undefined undefined undefined
Germany undefined undefined undefined undefined

Source "Author's processing of data taken from the database."OECD Economic Impact
Analysis 2024, ISTAT (Italian National Institute of Statistics), Destatis (Federal Statistical
Office of Germany).

Implications of Cluster Dynamics for SMEs' Export Strategies

The efficacy of industrial clusters in shaping the export strategies of small and
medium enterprises (SMEs) has gained increasing recognition in the discourse on
economic development, particularly in diverse contexts such as Italy and Germany.
Findings from this study underscore the pivotal role of clustered environments in
facilitating SMEs' access to international markets by fostering collaboration, innovation,
and resource sharing. These dynamic interactions not only enhance the competitive
capabilities of individual SMEs but also strengthen the regional economies in which they
operate, driving collective export growth (Sultan & Tabassam, 2023).

Comparative analyses with previous studies reveal consistent patterns indicating
that SMEs engaged with industrial clusters demonstrate superior export performance.
These firms are better positioned to adapt to market demands and leverage innovative
practices (Chafer, Morales, Bordanova, & Vicedo, 2019). Notably, Italian SMEs have
effectively utilized clusters to emphasize artisan craftsmanship and niche marketing,
while German SMEs have leveraged technological advancements to drive efficiency and
productivity in their export strategies (Sadtakowski, 2016).

This comparative richness deepens the understanding of how localized industrial
policies significantly influence a firm’s capacity for internationalization, aligning with
Porter’s assertion that "companies rarely succeed by acting alone, but rather form
relationships with suppliers, customers, and competitors".

The implications of these findings are substantial. Theoretically, they contribute to
the literature by highlighting the importance of context-specific factors in industrial
organization and entrepreneurial strategy, advocating for tailored policies to enhance
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cluster development (Chadge, Kshirsagar, & Shrivastava, 2014). Practically, the research
informs policymakers about the critical need to foster supportive ecosystems that
promote collaboration among SMEs, research institutions, and local governments, as
demonstrated by the Italian and German experiences (Leogrande, Costantiello, & Laureti,
2022).

Methodologically, the study establishes a foundation for future research to explore
how dynamic capabilities within clusters can be cultivated to address emerging
challenges in global markets. This encourages a comprehensive approach to
understanding the complexities of SME participation in international trade (Fumagalli,
Mosconi, & Saruis, 2021).

In sum, this analysis underscores that the interplay between cluster dynamics and
export strategies not only strengthens the economic resilience of SMEs but also cements
their role as vital catalysts for growth in the face of globalization and shifting economic
landscapes.

Table 06: SMEs Export Growth in Industrial Clusters (Italy and Germany 2024)

Country Cluster Type Number | Export Growth Key Industries
of SMEs Rate (%)
Italy Manufacturing 12000 8.5 Textiles, Machinery
And Automotive
Italy Technology 8500 10.2 Software, Electronics,
Telecommunications
Germany | Manufacturing 15000 9 Automotive, Engineering,
Chemicals

Germany Technology 9500 11.5 Information Technology,

Robotics, Biotechnology

Source :"Author's processing of data taken from the database."OECD Economic Impact
Analysis 2024, ISTAT (Italian National Institute of Statistics), Destatis (Federal Statistical
Office of Germany).

Conclusion

Key insights from this dissertation elucidate the critical role of industrial clusters in
shaping the development strategies of small and medium enterprises (SMEs) to enhance
their export capabilities, drawing from the Italian and German experiences in 2024. The
research addresses a specific gap in understanding the mechanisms by which these
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clusters support SMEs, emphasizing the importance of resource sharing, collaborative
networks, and innovation in creating competitive advantages in international markets.

By employing a mixed-methods approach, the study demonstrates that SMEs
integrated into clusters exhibit significantly improved export performance compared to
their unclustered counterparts, effectively addressing the research problem regarding the
role of clusters in facilitating international market entry and growth.

The implications of these findings are both academic and practical. Academically,
they contribute to the discourse on industrial organization by reinforcing the theory of
agglomeration economies. Practically, they provide actionable insights for policymakers
and industry stakeholders on strategies to enhance SMEs’ competitive positioning in the
global market. As emphasized, “clusters are a chance for dynamic development”,
highlighting their transformative potential for leveraging local strengths to achieve
international success.

Future research should explore the specific operational frameworks within these
clusters, particularly how diverse contextual factors influence the adaptability and
innovation capacities of SMEs across different sectors.

Additionally, longitudinal studies examining the sustainability of these advantages
over time could provide invaluable insights into the enduring benefits of cluster
participation. Investigating potential collaborations between clusters across different
countries may further expand the understanding of transnational dynamics and their
implications for export strategies (Sultan & Tabassam, 2023) (Chafer, Morales,
Bordanova, & Vicedo, 2019) (Sadtakowski, 2016) (Wickramasinghe & Perera, 2014)
(Chadge, Kshirsagar, & Shrivastava, 2014) (Leogrande, Costantiello, & Laureti, 2022)
(Fumagalli, Mosconi, & Saruis, 2021) (Ishchuk & Sozanskyy, 2020) (Sabaydash, 2020) (Li,
Peng, Luo, Cheng, & Veglianti, 2019) (Mancini & Gonzalez, 2021) (Yuik & A.Perumal,
2020) (Zaratiegui, 2017).

Ultimately, this research underscores the critical importance of fostering industrial
clusters as a viable pathway for enhancing SMEs' export potential. By doing so, it makes
significant contributions to regional economic growth and resilience in an increasingly
competitive global landscape.

Implications for SMEs and Policy Recommendations

The findings of this dissertation underscore the pivotal role of industrial clusters in
enhancing the export strategies of small and medium enterprises (SMEs), drawing
insights from the Italian and German experiences in 2024. The research effectively
addresses the initial problem of identifying the specific mechanisms through which
industrial clusters improve SMEs' international competitiveness, emphasizing critical

International journal of economic performance Volume:08 Issue:01 Year:2025 P:267
ISSN: 2661-7161 EISSN:2716-9073 By

L e



Industrial Clusters and Their Role in Enhancing the Strategy of Developing Small and Medium
Enterprises to Encourage Exports: A Study of the Italian and German Experience During 2024
Tayebi Abdallah, Seddiki Ahmed

elements such as resource sharing, innovation facilitation, and collaborative
partnerships.

The implications of these findings are both academic and practical. Academically,
they enrich the literature on industrial organization by reinforcing the significance of
agglomeration economies. Practically, they provide actionable insights for policymakers
aiming to strengthen SME export capabilities through targeted cluster initiatives. As
highlighted in the research, “clusters are a chance for dynamic development”, illustrating
how the collaborative and localized nature of clusters not only enhances operational
efficiencies but also fosters an environment conducive to innovation and market
responsiveness among SMEs.

To maximize the benefits of industrial clusters, future research should explore the
outcomes associated with different types of clusters across various industries and
geographical contexts. Particular attention should be given to factors such as the role of
digital transformation and technological advancements in enhancing cluster
effectiveness.

Furthermore, longitudinal studies assessing the sustainability of these advantages
over time could provide valuable insights into the long-term impacts of cluster
engagement on SME performance. Policymakers should prioritize the establishment and
support of industrial clusters, emphasizing the importance of fostering local networks
that facilitate knowledge exchange and collaborative innovation among SMEs.

Strategic initiatives could include offering financial incentives for cluster
development, investing in training programs to enhance human capital, and promoting
partnerships between SMEs and research institutions to drive innovation (Sultan &
Tabassam, 2023) (Chafer, Morales, Bordanova, & Vicedo, 2019) (Sadtakowski, 2016)
(Wickramasinghe & Perera, 2014) (Chadge, Kshirsagar, & Shrivastava, 2014) (Leogrande,
Costantiello, & Laureti, 2022) (Fumagalli, Mosconi, & Saruis, 2021) (Ishchuk &
Sozanskyy, 2020) (Sabaydash, 2020) (Li, Peng, Luo, Cheng, & Veglianti, 2019) (Mancini &
Gonzalez, 2021) (Yuik & A.Perumal, 2020) (Zaratiegui, 2017).

Ultimately, these recommendations aim to establish a robust framework for
enhancing the export potential of SMEs, thereby contributing to regional and national
economic growth in an increasingly competitive global landscape.
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