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Abstract

Micro, Small, and Medium Enterprises (MSMESs) play a strategic role in regional economic
development, but still face various challenges related to business sustainability amid
market uncertainty and global competition. This study aims to analyze the role of
collaboration in overcoming MSME challenges through its relationship with
competitiveness, business policies, and business sustainability. The study uses a mixed
approach, where quantitative data is analyzed using PLS-SEM, while qualitative data is
obtained through interviews and focus group discussions (FGD) with MSME actors in
Sukabumi Regency. The results show that collaboration and competitiveness have a
positive effect on business sustainability, with business policy acting as a mediator that
strengthens this relationship. Qualitative findings confirm that collaboration provides
tangible benefits in the form of access to resources, innovation, and market networks, while
competitiveness is built through product innovation, differentiation, and consistency in
quality, which are translated into adaptive business policies. This study contributes to
strengthening the Resource-Based View, Dynamic Capability, Stakeholder, and
Institutional theories, while also providing practical implications for MSME actors,
policymakers, and stakeholders in designing strategies to strengthen MSME sustainability
systematically.
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A. INTRODUCTION

Micro, Small, and Medium Enterprises (MSMEs) are the backbone of the
economy in many developing countries, including Indonesia. Based on data from the
Ministry of Cooperatives and SMEs (2023), MSMEs in Indonesia account for more
than 99% of business units and employ around 97% of the national workforce. In
addition, their contribution to the national Gross Domestic Product (GDP) reaches
61.07%. This fact reinforces the strategic position of MSMEs in creating economic
growth, expanding employment, and reducing economic disparities between regions.
However, MSME:s face various serious challenges in running their businesses. Various
classic problems such as limited access to financing, low technology adoption, limited
managerial capacity, low competitiveness, and limited access to markets and business
networks are the main obstacles to the sustainability of MSMEs. Furthermore, in the
post-COVID-19 pandemic situation and the era of digital disruption, these challenges
have become increasingly complex and require a collaborative, adaptive, and
innovative approach to ensure long-term business sustainability (Fainshtein et al.,
2023 ).
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Collaboration has emerged as a strategic approach believed to help SMEs
overcome these challenges. In this context, collaboration includes cooperation
between business actors, between MSMEs and large companies (vertical
partnerships), as well as cooperation with educational institutions, government,
communities, and financial institutions (cross-sector collaboration). Collaboration can
expand the innovative capabilities of MSMEs, accelerate the adoption of new
technologies, and open access to wider markets. Collaboration also enables the
transfer of knowledge and innovation between partners, which plays an important
role in creating long-term competitive advantages. In a study by Sindhwani et al.
(2022), it is stated that MSMEs that actively collaborate are twice as likely to survive
in the first five years compared to those that operate individually.

The challenge of competitiveness is a major focus in SME development,
especially in the era of globalization and free markets. Competitiveness is not only
determined by internal efficiency, but also by a company's ability to develop
differentiation strategies, market access, and product innovation (Ni et al., 2020). In
the context of SMEs, barriers to innovation often arise from limited resources and
networks. This is where collaboration becomes relevant, as it can be a means of sharing
resources and reducing innovation costs (He et al., 2020). Collaboration in the form of
consortiums or business partnerships also enables MSMEs to compete in large
tenders, joint exports, or integrated digitization schemes that were previously difficult
to do individually.

Business sustainability is also an important dimension that is gaining attention.
The concept of sustainability in the context of MSMEs is not only related to the
environment, but also includes financial, social, and organizational sustainability.
This approach is not only environmentally friendly but also provides economic
benefits for MSME players. MSMEs that adopt strategic collaboration in their business
models show more sustainable growth patterns (Adomako, 2020). However, the
implementation of collaboration in MSMEs does not necessarily run smoothly.
Various obstacles, such as low trust among business actors, differences in
organizational culture, and information asymmetry, often hinder the establishment of
productive partnerships. In addition, the absence of a standardized collaboration
model that is relevant to the local context is also a problem.

In this context, a collaboration model is needed that can address the real
challenges faced by MSMEs while strengthening their competitiveness and
sustainability. This model must consider internal aspects of MSMEs such as
managerial capacity, organizational structure, and entrepreneurial orientation, as well
as external aspects such as ecosystem support, regulations, and partnerships with
other stakeholders. A risk and uncertainty-based approach to designing adaptive and
resilient business models for MSMEs (Swatdikun et al.,2024). In Indonesia, the
partnership program between MSMEs and state-owned enterprises (BUMN) through
the Partnership and Community Development Program (PKBL) is an example of
formal collaboration that can be replicated and expanded.
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This study aims to analyze in depth the role of collaboration and
competitiveness in improving the sustainability of MSME businesses through
business policies. This study also seeks to develop a collaboration model that can be
adopted by MSMEs on a local and national scale, based on best practices from various
international studies. It is hoped that the results of this study can contribute
theoretically to the development of the concept of MSME collaboration, as well as
serve as a practical reference for business actors, policy makers, and supporting
institutions in designing strategies to strengthen MSMESs in a systemic and sustainable
manner. Furthermore, these findings are expected to encourage the transformation of
MSMEs from informal and fragmented economic entities into adaptive, innovative,
and highly competitive business actors in the global digital business ecosystem.

B. LITERATURE REVIEW AND HYPOTHESIS DEVELOPMENT
1. Grand Theory

This study is based on the understanding that the success of MSMEs in
improving competitiveness and business sustainability cannot be separated from
resource management and adaptive capabilities. The Resource-Based View (RBV)
theory serves as the main foundation, emphasizing that a business's competitive
advantage is determined by its ability to access and manage valuable, scarce, difficult-
to-imitate, and irreplaceable resources (Andersén, 2021). Through cross-sector
collaboration, MSMEs are able to strengthen their internal structures, improve
operational efficiency, and create innovations in products and business processes that
support long-term competitiveness. Although the main motivation for implementing
these practices is often cost efficiency and cost reduction, the main obstacles faced
include a lack of government support and social influence (Martinez-Peldez et al.,
2023). In this context, collaboration is not only a tool but also a catalyst in shaping
dynamic capabilities that enable SMEs to remain relevant and competitive amid
market disruption.

Collaboration in the form of strategic partnerships, incubation programs, or
community development not only creates economic value but also social legitimacy
and business ecosystem support. On the other hand, business policies in the form of
regulations, incentives, and MSME development programs shape norms and
institutional pressures that encourage business actors to adopt collaborative,
innovative, and sustainable practices (Kusumaningtyas et al., 2022). In this
framework, business policies act as a connector that creates a conducive environment
for strengthening the competitiveness and sustainability of MSMEs.

2. Collaboration in the Context of MSMEs
Collaboration in the context of Micro, Small, and Medium Enterprises (MSMEs)
refers to a strategic cooperation process between MSME actors and various external
and internal parties aimed at improving business performance, expanding market
networks, accessing resources, and strengthening business competitiveness.
Collaboration is important because MSMEs generally face various limitations, such as
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access to capital, technology, market information, and skilled human resources
(Sanusi & Connell, 2018). Through collaboration, MSMEs can overcome these internal
constraints by efficiently utilizing external resources.

In strategic management literature, collaboration is viewed as a form of
strategic alliance that encourages knowledge sharing, increased innovation capacity,
and adaptability to market dynamics (Cirjevskis, 2021; Kohtaméki et al., 2023). Thus,
collaboration in SMEs is an important strategy that not only supports business
continuity but also strengthens long-term business sustainability and resilience.

3. Competitiveness of SMEs

The competitiveness of MSMEs refers to the ability of micro, small, and
medium enterprises to produce products or services that have a competitive
advantage over their competitors in terms of price, quality, innovation, and service,
as well as the ability to maintain and expand market share in a sustainable manner. In
an increasingly open and competitive economic context, competitiveness is an
important indicator for the survival and growth of MSMEs. According to Perifanis &
Kitsios (2023), the competitiveness of a business entity is determined by its ability to
create value through efficient and innovative strategies, as well as its responsiveness
to market dynamics.

Furthermore, the competitiveness of SMEs is also related to adaptation to the
rapid pace of digitalization and technological transformation. SMEs that are able to
adopt digital technology tend to have an advantage in reaching a wider market and
improving business process efficiency (Kallmuenzer et al, 2024). Therefore,
understanding the competitiveness of SMEs cannot be separated from development
strategies that involve multi-party collaboration and supportive policies.

4. Business Sustainability

Business sustainability in the context of Micro, Small, and Medium Enterprises
(MSMEs) refers to the ability of a business to survive and grow in the long term by
considering the balance between economic, social, and environmental aspects. This
concept focuses not only on achieving financial profits, but also on efforts to maintain
harmonious relationships with stakeholders, create positive social impacts, and
preserve the environment in business operations (Alay et al., 2024).

MSMEs are required not only to pursue efficiency and growth, but also to
adopt sustainable strategies through green product innovation, energy efficiency,
waste management, and fair and inclusive work practices (Tereshchenko et al., 2023).
Therefore, understanding and implementing sustainability in SME business models is
crucial in creating businesses that not only survive but also thrive in a complex and
dynamic business ecosystem.

5. Business Policy
Business policy in the context of Micro, Small, and Medium Enterprises
(MSMEs) refers to a set of strategic decisions, guidelines, and regulations designed by
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both the government and business actors themselves to direct, regulate, and support
operational processes, development, and business continuity. Business policy covers
various aspects, such as licensing, taxation, access to financing, legal protection,
innovation, digitization, and strengthening entrepreneurial capacity (Kraus et al,,
2024) . Effective policies can help MSMEs overcome various limitations, such as access
to capital, low digital literacy, and limitations in market expansion (Huong & Anh,
2024).

In addition, business policies also reflect the role of the state in promoting
structural transformation, innovation, and business sustainability, particularly
through a collaborative approach involving the private sector, academia, and the
community (Asif et al., 2024). Thus, appropriate business policies are an important
foundation for the development of resilient, innovative, and sustainable MSMEs.

6. MSME Collaboration for Business Sustainability

From the Resource-Based View (RBV) perspective, collaboration enables SMEs
to leverage previously unavailable external assets such as technology or access to
capital, thereby enhancing their enduring internal capabilities. Dynamic Capability
Theory emphasizes the ability to adapt and reconfigure to rapidly changing market
conditions, supported by cross-sector collaboration (Kohler et al., 2022; Trivellato et
al., 2020).

Institutional Theory highlights how partnerships with formal entities such as
public institutions and governments can shape institutional legitimacy and facilitate
access to supportive policies. Partnerships with large enterprises have also proven to
be catalysts for strengthening sustainable microeconomics (Al-Marri & Pinnington,
2022; Ordonez-Ponce et al., 2021). Additionally, collaborative networks enhance
innovation and sustainability performance through knowledge exchange as a key to
strengthening long-term business sustainability (Shi & Xiao, 2024). Therefore, the
hypothesis is:

H1: Collaboration among SMEs positively influences business sustainability

7. The Competitiveness of SMEs in Relation to Business Sustainability

The main aspects of competitiveness include innovation capability, cost
efficiency, product quality, and technology adoption (Igbal et al, 2024;
Monnagaaratwe & Mathu, 2022) . Within the Resource-Based View (RBV) framework,
competitiveness based on the uniqueness of SMEs' internal resources becomes the
main driver of sustainability (Kosiol et al., 2023).

Business sustainability not only demands efficiency but also the ability of SMEs
to compete through product value-added and smart market approaches. SMEs with
competitive advantages tend to be more capable of transforming into resilient
businesses. Similarly, business model innovations such as digitalization and green
business are crucial elements in maintaining sustainability (Latifi et al., 2021).
Therefore, the hypothesis is:

H2: The competitiveness of SMEs has a positive effect on business sustainability
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8. MSME Collaboration on Business Policy

MSME collaboration, whether in the form of associations, cooperatives,
partnerships with state-owned enterprises/private companies, or networks with
universities and the government, plays an important role in shaping and influencing
the direction of business policy. Collaborative governance has also proven to be an
effective approach in formulating policies that address the real needs of MSMEs
(Guimaraes et al., 2021).

Strategic collaboration improves access to policy information, strengthens
advocacy, and builds legitimacy for the policies implemented (Soderberg et al., 2021).
In this context, collaboration is not only a tool for strengthening business capacity but
also a tool for empowering public policy. Therefore, the hypothesis is:

H3: Collaboration among MSMEs has a positive effect on the effectiveness of business
policies

9. MSME Competitiveness in Business Sustainability

MSMEs that demonstrate high competitiveness in terms of innovation,
productivity, and market expansion tend to be the main targets of coaching and
incentive programs (Siregar &amp; Razali, 2022). The government responds to high
competitiveness by accelerating access to financing, training, and tax incentives. SMEs
with digital competitiveness gain faster access to assistance programs (Jangjarat &
Jewjinda, 2023). Therefore, the hypothesis is:
H4: SME competitiveness has a positive effect on business policies

10. Business Policies on Business Sustainability

Policies that include green financing, fiscal incentives, training, and licensing
facilities have been proven to strengthen the foundations of sustainable business (Hou
& Wang, 2024 ). From the perspective of Stakeholder Theory, the success of a policy
depends on the extent to which the needs of business actors are used as the basis for
policy formulation (Hutsaliuk et al., 2020). Green financing and green cluster policies
have a significant impact on business sustainability (Megawati et al., 2024) . Therefore,
the hypothesis is:
H5: Business policies have a positive effect on business sustainability

From the development of the above hypothesis, the research paradigm can be
described as follows:

4 N
Collaboration
\ J )
Business Business
( ) Policy Sustainability
Competitiveness
\ v

Figure 1. Research Paradigm
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C. METHOD

This study uses a sequential explanatory mixed-methods approach.
Quantitative data (to test the relationship between variables and test hypotheses) and
qualitative data (to enrich understanding of mechanisms, context, and explain
quantitative findings) are collected simultaneously.

The population in this study was the food industry in Sukabumi Regency,
which numbered 3,501 (opendata.sukabumikab.go.id). The sample was taken using
non-probability purposive sampling, with criteria of a minimum business capital of
IDR 15,000,000, a minimum business age of 5 years, and the position of the business
owner, resulting in a sample of 200 business actors. To obtain quantitative data, 175
business owners were selected as respondents, and to achieve data depth, 25 business
owners became informants in this study.

In this study, there are 4 variables, including 2 independent variables
(Collaboration and Competitiveness), 1 dependent variable (Business Sustainability),
and 1 mediating variable (Business Policy). Quantitative data was collected through
the distribution of questionnaires (Google Form) based on a 5-point Likert scale (1 =
Strongly Disagree to 5 = Strongly Agree). Meanwhile, qualitative data was collected
through in-depth interviews with 25 selected informants.

Quantitative data obtained from 175 respondents through questionnaires were
analyzed using descriptive statistics to describe the characteristics of respondents and
the distribution of research variables, followed by validity and reliability tests of the
instruments. The analysis of the relationship between variables was performed using
the Partial Least Squares Structural Equation Modeling (PLS-SEM) method with the
help of SmartPLS 3.0 software. Qualitative data collected from 25 informants through
semi-structured interviews were analyzed using thematic analysis techniques. Data
source triangulation techniques were used in this study, which were useful for
comparing interview results, documents, and field notes, as well as providing check-
ins with informants to improve the credibility of the results. The integration of
quantitative and qualitative results was carried out by comparing the findings of both
approaches in joint display to see the convergence or divergence, which was then
analyzed contextually.

D.  RESULTS AND DISCUSSION
1. Testing with the Measurement Model (Outer Model)

In assessing convergent validity using Partial Least Squares Structural
Equation Modeling (PLS-SEM) analysis, several standards are commonly used. Factor
loadings should exceed 0.70 to indicate that the indicators have a strong correlation
with the construct. Additionally, the average extracted variance (AVE) and
communality values should be greater than 0.5 to ensure that the construct absorbs
more than half of the variance from its indicators, indicating adequate convergent
validity (Seyfi et al., 2021 ; Setiadi et al., 2025).
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a. Validity Test

In research, convergent and discriminant validity are methods used to ensure
that the measurement tools or scales used in the research are valid or reliable in
measuring the targeted construct. In the context of using SmartPLS with reflective
indicators, convergent validity is evaluated through factor loadings, which are
correlations between item or component scores and construct scores. Diagram
illustrating the causal relationships between constructs and containing factor loading
values for each indicator:
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Figure 2. Outer Model
Source: Processed from SMART PLS3 (2025)

Figure 1 above shows the convergent validity based on the factor loading
values for each construct indicator. The results present information regarding the
Factor Loading results for each manifest variable, where the Factor Loading values of
all indicators for the latent variable show > 0.70, so that the indicators are considered
valid.

Table 1. AVE Values

Variable AVE Value
Collaboration 0.659
Competitiveness 0.668
Business Policy 0.656
Business Sustainability 0.646

Source: Data processed by the researcher (2025)
Based on Table 1, it can be seen that the four latent variables have AVE values
that exceed the minimum limit set at 0.5. This indicates that the use of manifest
variables has met the AVE criteria.
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This can be assessed through several methods, one of which is cross loading,
where the factor loading value of an indicator must be higher in its own construct than
in any other construct, so that discriminant validity can be achieved. The cross loading
results show that most indicators have the highest loading value in their original
construct, for example, X1 in Collaboration, X2 in Competitiveness, Y in Business
Sustainability, and Z in Business Policy. This confirms that discriminant validity is
tulfilled and the indicators reflect the appropriate construct.

b. Reliability Testing

Reliability testing in Partial Least Square (PLS) can be done through two
techniques, namely Composite Reliability (CR) and Cronbach's Alpha (CA), which are
shown as follows:

Table 2. CA and CR

Variable CA CR Conclusion
Collaboration 0.953 | 0.958 Reliable
Competitiveness 0.945 | 0.953 Reliable
Business Policy 0.941 0.950 Reliable
Business Sustainability | 0.968 | 0.970 Reliable

Source: Data processed by the researcher (2025)
The test results show that the Composite Reliability (CR) value exceeds 0.7, and
the Cronbach's Alpha (CA) value exceeds 0.6.

2. Structural Model Testing (Inner Model)

In structural model measurements, such as Structural Equation Modelling
(SEM), path coefficients are evaluated to assess whether the relationships between
latent variables are significant. The following is a visualization of the bootstrapping
results obtained from this study:
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Figure 3. Bootstrapping
Source: Processed by Smart PLS 3 (2025)
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The bootstrapping results show a significant relationship between latent
variables. Collaboration (X1) has a positive effect on Business Policy (Z) with a path
value of 5.761, while Competitiveness (X2) also contributes strongly at 4.808. Business
Policy (Z) turther affects Business Sustainability (Y) with a value of 2.769. In addition,
Collaboration (X1) has a direct effect on Business Sustainability of 3.278, while
Competitiveness (X2) contributes more with a value of 5.073.

In the context of Structural Equation Modelling (SEM), the relationship
between latent constructs and model evaluation using R-Square is very important.
The R-Square value, or coefficient of determination, measures the proportion of
variance in the dependent latent construct that can be predicted from the independent
construct. The following is a table of R-Square value estimates generated through data
processing with SMARTPLS version 3 software.

Table 3. R Square Results

Variable R Square
Business Policy 0.962
Business Sustainability 0.956

Source: Data Processed by the Researcher (2025)

The R-Square value indicates the ability of independent variables to explain
dependent variables. In Table 5, Business Policy has an R-Square of 0.962, which
means that 96.2% of the variation in Business Policy can be explained by Collaboration
(X1) and Competitiveness (X2). Meanwhile, Business Sustainability has an R-Square
of 0.956, indicating that 95.6% of the variation in Business Sustainability can be
explained by Collaboration (X1), Competitiveness (X2), and Business Policy (Z).

3. Hypothesis Testing
Bootstrapping helps determine the significance and confidence intervals for
path coefficients and indirect effects (mediators) in the SEM model. Path coefficients
in bootstrapping, significance is often tested using t or p values obtained from
resampled datasets to determine the influence of predictor variables on outcomes
(Noma et al., 2021).
Table 4. Path Significance Test

. Original T Statistics Description

Variable Sample (O) | (IO/STDEVI) P Values
Eizc;llaborahon (X1) — Business Policy 0.535 5761 0.000 Accepted
Competltlveness (X2) — Business 0.446 4,808 0.000 Accepted
Policy (Z)
Collaboration (X1) — Business 0.264 3278 0.001 Accepted
Sustainability (Y)
Comr')etltl'v'eness (X2) — Business 0.459 5.073 0.000 Accepted
Sustainability (Y)
Business Policy (Z) = Business 0.264 2,769 0.006 Accepted
Sustainability (Y)
Collaboration (X1) — Business Policy
(Z) — Business Sustainability (Y) 0.141 2633 0.009 Accepted
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Competitiveness (X2) — Business
Policy (Z) — Business Sustainability 0.118 2.164 0.031 Accepted
)

Source: Data Processed by the Researcher (2025)

Statistical analysis shows that collaboration, competitiveness, and business
policies play an important role in shaping the sustainability of MSMEs, both directly
and indirectly.

First, collaboration has been proven to have a positive and significant effect on
business policy (8 = 0.535; t = 5.761; p = 0.000). This is reflected in the cooperation
between MSMEs and the government, universities, communities, and other business
actors, which provides tangible benefits such as ease of licensing, access to training,
market expansion, and increased management capacity. This strategy is realized
through product differentiation (chips, instant satay, Eid hampers), affordable pricing
policies, consistent quality, and distribution through resellers. The FGD results
confirm that collaboration strengthens sustainability through the use of local raw
materials, job creation, and adaptive strategies during crises. These findings are in line
with (Colocci et al., 2023; Gongalves, 2022) , which emphasize the role of collaboration
in creating innovative and sustainable policies.

Second, competitiveness was also found to significantly influence business
policies (8 = 0.446; t = 4.808; p = 0.000). MSMEs emphasized flavor innovation, health
benefit differentiation, and product authenticity consistency as sources of consumer
loyalty. FGDs reinforce that competitiveness is manifested in new business models,
adaptive pricing strategies, and openness to external ideas. The literature supports
that innovation and differentiation are important determinants of adaptive business
policy (Bari et al., 2022; Olaleye, 2023) .

Third, collaboration has a significant positive effect on business sustainability
(B =0.264; t = 3.278; p = 0.001). Informants consider sustainability not only a global
issue but also a matter of daily business continuity, such as maintaining the supply of
raw materials with local suppliers and creating jobs. Cross-sector collaboration has
been proven to increase resource efficiency, risk sharing, and innovation. This is
consistent with (Corrales-Estrada et al., 2021) .

Fourth, competitiveness also significantly influences business sustainability (3
=0.459; t =5.073; p = 0.000). Field findings show that flavor innovation, health benefit
differentiation, and quality consistency are the foundations of sustainability. The
literature confirms that innovation- and differentiation-based competitiveness
strengthens competitive advantage and long-term adaptation (Hanaysha et al., 2021;
Ooi & Memon, 2025) .

Fifth, business policies have a proven positive effect on sustainability (3 =0.264;
t=2.769; p = 0.006). Strategies for maintaining quality at affordable prices, packaging
innovation, instant delivery services, and contemporary toppings are key to business
stability. The literature supports that adaptive policies based on innovation, quality,
and differentiation strengthen the resilience of MSMEs (Awad & Martin-Rojas, 2024).
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Sixth, collaboration influences sustainability through business policies (3 =
0.141; t = 2.633; p = 0.009). Collaboration generates innovation, differentiation, and
efficiency policies that strengthen product quality consistency. In line with (Ahmad &
Alsuhaibany, 2025), cross-actor collaboration strengthens the competitiveness and
resilience of MSMEs.

Seventh, competitiveness also influences sustainability through business
policies ( = 0.118; t = 2.164; p = 0.031). Field findings confirm that innovation and
differentiation only have a long-term impact if they are incorporated into consistent
policies. The literature supports the mediating role of business policies in ensuring
adaptive SME strategies (Dwikat et al., 2022).

Based on the results of the hypothesis testing above, the following can be

summarized:
Sustainability of
Collaboration Business Policy Competitiveness
- Access to training & Product and pricing - Flavor and quality
certification strategy differentiation

- Product innovation
- Cost and labor

Quality consistency
Distribution and

Authenticity of
traditional recipes

efficiency Marketing - Product and business
- Distribution via - Alternative Policies model innovation
resellers and During Crises - Adaptive pricing

Figure 4. Summary of Informant Responses

The results of the study show that collaboration, competitiveness, and business
policies have a significant impact on the sustainability of MSMEs, both directly and
indirectly. Collaboration with the government, communities, universities, and fellow
business actors provides access to markets, training, licensing, and encourages
adaptive policies based on price, differentiation, and local raw materials.
Competitiveness through innovation, differentiation, quality consistency, and added
value is translated into product, pricing, distribution, and marketing policies.
Business policies act as mediators that strengthen the relationship between
collaboration and competitiveness with sustainability. Sustainability is practically
defined as business continuity, consumer loyalty, and long-term resilience.

Collaboration has a positive and significant effect on business policy, indicating
that the more intensive the collaboration practices, the more adaptive the policies
formulated. In food MSMEs in Sukabumi, partnerships with suppliers, consumers,
local communities, and local governments facilitate the formulation of more targeted
policies. Collaboration not only expands distribution but also strengthens access to
new resources and knowledge, thereby enhancing business resilience. These findings
align with research by Osterblom et al. (2022), Tolstykh et al. (2023) which underscores
the strategic role of collaboration.
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Competitiveness has a significant impact on business policy, where innovation-
based advantages, quality, and operational efficiency translate into more targeted
policies for long-term goals. MSMEs with unique products, distinctive flavors,
competitive prices, and good service are able to formulate adaptive policies according
to market needs. Strong competitiveness enables the creation of digital marketing
strategies, menu innovations, and product diversification as part of business policies
that support sustainability. These findings are consistent with the research of(Rumanti
et al., 2022).

In addition to influencing business policies, collaboration and competitiveness
also directly enhance business sustainability. Food SMEs that actively collaborate are
typically more resilient because they receive support from various parties, while SMEs
with superior competitiveness are more likely to gain consumer trust. Both factors
help SMEs remain viable amid intensifying competition while also addressing
evolving market demands. Findings support research conducted by(Bacinello et al.,
2020).

Business policies play an important role in bridging the influence of
collaboration and competitiveness on the sustainability of MSMEs. Findings show
that collaboration and competitiveness only yield maximum results if they are
translated into clear policies, such as quality standards, environmentally friendly
packaging, purchasing power-based pricing strategies, and the use of digital
technology. Collaboration with suppliers, for example, is more effective when
incorporated into long-term policies to maintain supply, while competitive
advantages are more valuable when realized through menu innovation or service
improvements. Thus, SME sustainability is achieved through the synergy of
collaboration, competitiveness, and consistent business policies.

E. CONCLUSION

The results of the study show that collaboration, competitiveness, and business
policies have a positive and significant effect on the sustainability of MSMEs.
Collaboration strengthens policies while increasing sustainability through access to
licensing, training, innovation, and distribution networks. Competitiveness arises
from innovation, differentiation, and consistency in quality, which are reflected in
product, pricing, and distribution policies. Business policy plays an important
mediating role, ensuring that collaboration and competitiveness result in
sustainability. The practical implication is that a collaborative ecosystem of MSMEs,
government, community, and private sector is needed to support innovation and
business networks. Theoretically, this research enriches Resource-Based View (RBV),
Dynamic Capability, Stakeholder, and Institutional Theory by emphasizing the
mediating role of business policy. The limitation of this research lies in its focus on
food SMEs in Sukabumi, so it is recommended to expand the sector, region, and add
new variables such as digital literacy and technological innovation, using a
longitudinal approach to assess long-term impacts.
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