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ABSTRACT

Small and medium enterprises (SMEs) are crucial to economic growth and innovation, yet many struggle to maintain a sustainable competitive 
advantage (SCA). This study examines the strategic integration of innovation capability, operational efficiency, and brand image as key drivers of 
SCA among SMEs in the OR Tambo district, South Africa. A quantitative research approach was adopted, utilising structured questionnaires to collect 
data from SME owners and managers. Structural equation modelling (SEM) was analysed using smart PLS version 4 to test the relationships among 
variables. Findings reveal that while SMEs recognise the importance of innovation, operational efficiency, and brand image, their implementation 
is inconsistent due to financial and technological constraints. Strategic integration serves as a mediating factor, aligning these factors to enhance 
competitiveness. However, the adoption of sustainability remains limited, highlighting the need for policy support, capacity-building initiatives, and 
improved access to financial and technological resources. This study provides empirical insights into SME competitiveness and offers actionable 
recommendations for SME owners, policymakers, and industry stakeholders. Future research should explore sector-specific challenges and the role 
of digital transformation in SME sustainability.

Keywords: Small and Medium Enterprises, Sustainable Competitive Advantage, Innovation Capability, Operational Efficiency, Brand Image, 
Strategic Integration, Resource-based View 
JEL Classifications: M10, D2

1. INTRODUCTION

Small and medium enterprises (SMEs) contribute significantly 
to world economic development, employment generation, and 
poverty reduction (Adam, 2024). In South Africa, the role of SMEs 
in balanced development and their contribution to GDP cannot 
be overemphasised; yet many of them face structural constraints 
such as limited access to finance, inadequate infrastructure, 
and inaccessibility to the formal market (Aguilera et al., 2021). 
Constraints are severe in rural areas like the OR Tambo District, 

where SMEs cannot sustain themselves or compete favourably in 
the market despite their socio-economic relevance.

Despite extensive research on competitive advantage in large 
corporations in mature economies (Ahmed et al., 2020), little 
research has focused on its development and maintenance in 
SMEs in resource-poor settings (Ahmed et al., 2020). Expanding 
technological advances, globalisation, and dynamic customer 
needs have forced SMEs to develop flexibility through innovation, 
efficacy, and branding (Aidara et al., 2021).
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Product innovation capacity, operational effectiveness, and brand 
reputation are strategic predictors of SME competitiveness (Al-
Najjar, 2018). Product innovation capacity facilitates the roll out of 
new products in alignment with shifting market conditions (Alam 
and Islam, 2021); operational effectiveness affords the optimum 
consumption of resources with cost management (Alamelu et al., 
2022); and brand reputation engenders perceived trustworthiness 
and differentiation in the eyes of the customer (Alayoubi et al., 
2020). Separately, their effect remains contained; combined on 
SCA, even less so, especially in the African rural context (Alharbi 
et al., 2022).

The study integrates RBV and DCT paradigms to explore how the 
three variables affect SCA and how strategic integration facilitates 
their relationships. The study adds to theory development by 
incorporating models of Competitive Advantage within rural 
SMEs and offers management implications for SMEs in the form 
of practical recommendations.

2. LITERATURE REVIEW

2.1. Theoretical Grounding
2.1.1. The resource-based view (RBV)
RBV, which was formalised by Wernerfelt and Barney, is among 
the most prominent strategic management theories. The theory 
argues that the diversity of tangible and intangible resources 
explains the variations in firm performance (Chumphong et al., 
2020). A  firm attains sustainable advantage if it owns VRIN 
(valuable, rare, inimitable, and non-substitutable) resources. The 
latter can be either modern technologies, human knowledge, a 
manager’s competence, or brand reputation (Collier, 2020).

The key assets in SMEs are intangible, such as knowledge, 
relationships, reputation, and flexibility, because financial and 
infrastructural assets are constrained (Diputra et al., 2021). 
Intangible assets, such as organisational culture and innovative 
capacity, which determine an SME’s potential to learn and survive 
in turbulent markets, determine whether it can survive in them 
(Di Vaio et al., 2021).

Empirical evidence supports the RBV’s assumptions across 
different settings. Freeman (2023) found that the manager’s 
competence and network relationships significantly account for 
performance disparities in South African SMEs. By the same 
token, Helmi and Setyadi (2022) established that knowledge 
management-oriented Ghanaian SMEs outperform physically 
asset-dependent ones. In Nigeria, intellectual capital positively 
impacts competitiveness, thereby supporting the applicability of 
RBV in emerging markets (Ijomah et al., 2024).

However, RBV has also been criticised for its static orientation. 
It assumes that resources do not become less valuable over 
time, oblivious to environmental dynamism and technological 
obsolescence (Junjie and Yingxin, 2022). A  static resource 
perspective is weak in turbulent economies like South Africa, 
where market conditions, regulations, and customer behaviour 
change rapidly (Anning-Dorson, 2021). Critics argue that 
competitiveness is not just about possessing resources but also 

about the firm’s ability to integrate, renew, and reconfigure them in 
dynamic situations. This strand of argument serves as a transition 
to the dynamic capabilities theory (DCT), which extends and 
complements RBV to address its temporal constraints (Arellano 
et al., 2023).

2.1.2. Dynamic capabilities theory (DCT)
Evolved by Teece, Pisano, and Shuen, DCT highlights that 
continued advantage relies on the dynamic capabilities of an 
organisation, the capacity to assemble, create, and reshape internal 
and external competencies in the face of environmental change 
(Bari et al., 2021). Three key capacities are: (i) Sensing threats 
and opportunities, (ii) seizing opportunities by investment and 
transformation, and (iii) re-shaping assets in order to maintain 
competitiveness (Canhoto et al., 2021).

Dynamic capabilities for SMEs become agility, improvisation, and 
learning orientation (Carfora et al., 2021). Unlike large companies, 
SMEs may be forced to rely on creativity and quick decisions to 
respond to disruptions such as pandemics, new regulations, or 
supply chain disruptions. Wang and Ahmed (2007) (32) believe 
dynamic capabilities are more than just innovation and involve 
organisational learning, strategic flexibility, and absorptive 
capacity, the capacity to notice and exploit knowledge that comes 
from elsewhere (Fabrizio et al., 2022).

Empirical studies indicate the relevance of DCT in small business 
organisations. In Indonesia, Freeman (2023) found that superior 
dynamic capabilities underpin the superior performance of SMEs 
in turbulent markets. Gupta (2021) demonstrated that digital 
transformation enhances dynamic capabilities, enabling SMEs 
to swiftly reconfigure their processes. In South Africa, dynamic 
capabilities saved the survival of SMEs in the era of the COVID-19 
pandemic because it helped them adapt swiftly to e-commerce and 
remote service delivery.

DCT’s strong suit lies in its dynamic, process-oriented approach. 
It broadens the RBV insofar as it addresses how firms sustain 
advantage through evolution rather than why some resources 
afford an advantage. In the rural South African setting, where 
market turbulence and institutional voids prevail, the dynamic 
conceptualisation of DCT provides a realistic account of how 
frequently SMEs evolve to respond to environmental pressures. 
The integration of RBV and DCT, which includes resource holding 
and resource rejuvenation, is particularly suitable for explaining 
competitiveness among South African SMEs (İncekara, 2022).

2.2. Empirical Review and Hypothesis Development
2.2.1. Innovation capacity and sustainable competitive 
advantage
Innovation capacity is the organisational competency to create 
and leverage new knowledge to generate value (İncekara, 2022). 
Innovation capacity spans several dimensions, including product, 
process, marketing, and administrative innovation. Innovation 
among SMEs is sometimes informal and practice-based, 
emphasising learning-by-doing and customer contact rather than 
laboratory research and development (Junjie and Yingxin, 2022). 
For RBV, innovation capability creates an intangible strategic 
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asset, developing barriers to imitation. Firms with successful 
innovation capabilities create unique tacit knowledge, routines, 
and cultures that are hard for competitors to imitate. In DCT, 
innovation capability creates a dynamic process that enables firms 
to renew competencies and respond to environmental change 
(Kang, 2021).

Empirical research repeatedly supports the predominance of 
innovation. Kato and Tsuda (2018) established that innovation 
capability increases employee engagement and profitability for 
Finnish SMEs. In Africa, Bahta et al. (2021) and Innovation acts 
between entrepreneurial orientation and the performance of SMEs.

South African evidence also supports this connection. Digital 
marketing innovations make SMEs more visible and enable 
them to enjoy higher customer satisfaction. Innovation capability 
explains SME survival in the Eastern Cape province, where 
organisations face resource scarcity. Innovation equally stimulates 
environmental and social sustainability (Chokpitakkul and 
Anantachart, 2020).

Yet innovation demands an enabling environment, leadership 
support, knowledge dissemination, partnership with suppliers and 
research organisations, and access to finance. The absence of such 
enablers explains why most rural SMEs fail to turn creative ideas 
into practical innovations (Chua, 2022).

In the post-pandemic era, innovation equals digitalisation. 
Following Ayele and Derseh (2021), the adoption of digital 
instruments by SMEs implies faster market adaptation and greater 
supply chain resilience. In South Africa, the digital economy 
strategy (2021) identifies innovation capacity as an inclusive 
growth driver.

Therefore, innovation capability is both a resource and a 
mechanism for achieving SCA.
• H1: Innovation capability positively influences the sustainable

competitive advantage of SMEs in the OR Tambo District
Municipality.

2.2.2. Operational efficiency and sustainable competitive 
advantage
Operational efficiency refers to a firm’s ability to optimise 
processes and utilise resources to achieve maximum output with 
minimal cost or waste (Bag et al., 2020). For SMEs, efficiency is 
vital due to limited financial, human, and technological resources. 
It involves lean management, quality control, supply chain 
integration, and process digitalisation (Baia et al., 2020).

From the RBV viewpoint, operational efficiency is an organisational 
valuable capability which improves the firm’s profitability and 
scalability. DCT elaborates on this further, framing efficiency 
as a learning-centric capability that improves over time and 
with feedback. Cost-efficient companies minimise costs but also 
enhance flexibility and responsiveness (Bambang et al., 2021).

Chidolue and Iqbal (2023) suggest that operational efficiency 
is the foundation of cost leadership competitiveness. Buer et al. 

(2021) then provided evidence that digital technologies enhance 
process dependability and reduce downtime. In Ghana, operational 
efficiency has been identified as a factor in the survival of SMEs 
by Das et al. (2020), and in South Africa, lean production has been 
found to be associated with financial stability. Furthermore, in 
today’s business ecosystems, efficiency is becoming synonymous 
with sustainability. Eco-efficient approaches, such as reducing 
greenhouse gas emissions, conserving energy, and recycling 
materials, enhance both environmental and economic outcomes. 
Companies that realise sustainability through operational 
efficiency reap reputational and regulatory benefits (Farida and 
Setiawan, 2022).

For South African SMEs, the digitalisation of processes (for 
example, cloud accounting, mobile inventory management, 
e-logistics) has become a cost-effective pathway to increased
efficiency (Ferreira et al., 2020). There is empirical evidence that
digitising operations increases the depth of customer satisfaction
and minimises transaction costs for SMEs (Freeman, 2023).
• H2: Operational efficiency positively influences the sustainable

competitive advantage of SMEs in the OR Tambo District
Municipality.

2.2.3. Brand image and sustainable competitive advantage
It includes the image stakeholders hold of an organisation, 
including its identity, values, and customers’ experiences. A strong 
brand image boosts trustworthiness, loyalty, and uniqueness. 
Where SMEs’ scale and advertising capital are weak, effective 
branding makes up for this (Helmi and Setyadi, 2022).

Keller (2013) referred to brand image as a brand network of 
associations in the consumer’s memory, and Aaker (1996) 
theorised it as part of brand equity, with an impact on long-term 
loyalty. Brand image, in the RBV view, is an intangible, inimitable 
resource that adds to SCA. The DCT’s view is that brand image 
must transform dynamically to remain relevant amid cultural and 
technological changes (Aghion et al., 2019).

Empirical proof supports such assertions. Aidara et al. (2021) 
found that a credible brand image increases the legitimacy of 
export markets for SMEs. Khouroh et al. (2020) also found that 
brand reputation compensates for institutional trust in emerging 
markets. In South Africa, Khoja et al. (2022) found that brand 
value is created by township SMEs through a foundation of close 
relationships and community belonging, while Jamaludin (2021) 
confirmed that brand stability improves SME market share.

Digitalisation has converted branding from static identity to 
interactive engagement. Social media enables SMEs to develop 
authentic narratives and maintain constant communication with 
customers. Le and Ikram (2022) established that branding through 
social media enhances customer contact and brand loyalty among 
South African SMEs.

It also facilitates other strategic areas, increases the saliency of 
the innovation outcomes and conveys operational dependability. 
Thus, brand image plays both an end and a strategic amplifier of 
other organisational competencies (Heenkenda et al., 2022).
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• H3: Brand image positively influences the sustainable
competitive advantage of SMEs in the OR Tambo District
Municipality.

2.2.4. Strategic integration as mediating mechanism
Strategic integration is the coordination and harmonisation of 
internal processes, sources, and strategies to create synergy (Hirano 
and Imai, 2020). It facilitates the development of congruence 
among brand management, innovation, and efficiency (Herold 
et al., 2023). Integration is imperative for SMEs to prevent resource 
duplication and fragmentation (Jamaludin, 2021). Integration 
ensures the smooth operationalisation and effective diffusion of 
innovation output through branding (Kang, 2021). It provides 
the feedback loop through which customer research informs the 
next innovation, with brand credibility supported by operational 
excellence (Kayongo and Mathiassen, 2020). Empirical research 
highlights the strength of integration. Arsawan et al. (2022) 
revealed that enabling innovation–marketing integration increases 
competitiveness in Indonesian SMEs. Vu (2020) established that 
strategic integration reinforces resilience and profitability. In South 
Africa, Ayele and Derseh (2021) proved that sustainably managed 
SMEs with internally connected management systems (innovation, 
quality, customer service) indicate higher sustainability.

From a theoretical viewpoint, integration entails the potential 
to orchestrate the outlined in DCT firm’s ability to coordinate 
various competencies in the dynamic (Linde et al., 2021). Through 
integration, SMEs convert unconnected competencies into 
systemic competencies that are difficult to imitate by competitors 
(McGahan, 2021).
• H4: Strategic integration plays the role of mediator between

innovation capability and sustainable competitive advantage.
• H5: Strategic integration acts as the mediator between

operational efficiency and sustainable competitive advantage.
• H6: Strategic integration mediates the relationship between

brand image and sustainable competitive advantage.
• H7: Strategic integration positively influences sustainable

competitive advantage nceptual model.

Figure 1 below illustrates the relationships between these variables.

3. RESEARCH METHODOLOGY

The study employed a quantitative, cross-sectional study design 
to analyse the relationships among innovation capability, 
operational efficiency, brand image, strategic integration, and 

sustainable competitive advantage (SCA) of small and medium 
enterprises (SMEs) in the OR Tambo District of South Africa. The 
methodology allowed for the integration of two complementary 
theoretical strands, the resource-based view (RBV) and the 
dynamic capabilities theory (DCT), to explain how dynamic 
processes and internal resources jointly determine sustainable 
competitive outcomes.

SMEs were selected in accordance with the National Small 
Business Act (No. 102 of 1996), which defines them as companies 
with fewer than 200 employees and an annual turnover of <R50 
million. The research used three large sectors: Manufacturing, 
retailing, and services, to ensure an extensive coverage of operating 
environments. Purposive sampling was used to identify SME 
owners, managers, and decision-makers actively involved in 
strategic and operational activities. This sampling method was 
suited because the respondents were expected to have exposure to 
firm-level innovation, operations, and branding. 250 questionnaires 
were circulated, both hard and soft copies, across the district. Of 
these, 212 valid replies were obtained and processed, yielding 
a response rate of 84.8%. The sample size was at a satisfactory 
minimum of 200 to perform Structural Equation Modelling (SEM) 
analysis (Alamelu et al., 2022). The respondents’ demographic 
spread was representative by gender, age, and years of business 
operation, which allows external validity.

All constructs were measured using a five-point Likert scale, 
ranging from 1 = strongly disagree to 5 = strongly agree. 
Measurement items were adopted from Saunila (2020), Neneh 
(2021), Bahta et al. (2022), Wong et al. (2021), Bhatia (2021), 
Asare and Nyaaba (2022), Keller (2013); Kato and Tsuda (2018), 
Maziriri (2023), Bambang et al. (2021), Kline (2023), Barney 
(1991), Porter (1985), and Fatoki (2022), respectively. A  pilot 
study involving 20 SME managers was conducted to assess 
clarity, item relevance, and internal consistency. There were some 
slight word adjustments to optimise interpretability and to ensure 
contextual relevance. Two months (August-September 2024) 
were utilised to collect the data. Both Google Forms (online) 
and paper questionnaires were utilised to maximise accessibility. 
Confidentiality and anonymity of the respondents were ensured.

Ethical clearance was granted by the Walter Sisulu University 
Ethics Committee (Protocol No. WSU/EC/2024/09/17) prior 
to data collection. Data collection was voluntary, and informed 
consent was obtained from all respondents. Data were analysed 
through SmartPLS version  4, which is suitable for multiple 
constructs and complex mediating relationships. The analysis was 
carried out in a two-stage SEM, as proposed by Hair et al. (2021), 
measurement model evaluation and structural model evaluation.

4. RESULTS PRESENTATION

4.1. Sample and Descriptive Statistics
Based on the data presented in Table 1, the gender distribution of 
the sample (n = 204) indicates that female participants constitute 
the majority, with 118 respondents (57.8%) of the total sample. 
Conversely, male participants account for 86 respondents, 
comprising 42.2% of the sample.

Predictor variables

Innovation
Capability

Operational
Efficiency Strategic

Integration

Sustainable
Competitive
Advantage

Brand Image

Mediator Variables Outcome variable

Figure 1: Conceptual model
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Based on the data presented in Table 2, the age distribution of the 
sample (n = 204) shows that the largest proportion of respondents 
falls in the “41 and above” age category, comprising 64 respondents 
(31.4% of the total sample). The youngest age cohort (24-29 years) 
accounts for 48 respondents (23.5%), while the 30-35 age group 
represents 45 respondents (22.1%). Respondents aged 36-40 
constitute 47 individuals (23.0%).

Based on the data presented in Table 3, the highest qualification 
distribution among the 204 respondents indicates that the majority 
hold a diploma, with 70 respondents representing 34.3% of the 
sample. Undergraduate degree holders and postgraduate degree 
holders each account for 40 respondents, comprising 19.6% 
respectively. Certificate holders constitute 32 respondents (15.7%), 
while those with the highest qualification of matric represent the 
smallest proportion, with 22 respondents (10.8%). Collectively, 
respondents with post-secondary qualifications (certificates, 
diplomas, undergraduate, and postgraduate) account for 89.2% 
of the sample, suggesting that the startup founders and managers 
in this study are predominantly well educated, with only a small 
minority lacking formal tertiary education.

4.2. Measurement Model: Reliability and Convergent 
Validity
Reliability and convergent validity were evaluated using 
Cronbach’s alpha, composite reliability (CR), and average variance 
extracted (AVE). All constructs recorded Cronbach’s alphas and 
CR values above 0.70, and AVEs above 0.50, confirming internal 
consistency and convergent validity (Table 4).

All criteria met the recommended thresholds, indicating acceptable 
measurement quality.

4.3. Discriminant Validity
Discriminant validity was established based on the Fornell-
Larcker criterion and Heterotrait-Monotrait (HTMT) ratio. The 
inter-construct correlations were lower than the square roots of the 
AVEs, and the HTMT ratios were all below 0.85, thus establishing 
construct distinctness.

4.4. Collinearity Diagnostics and Model Fit
Variance inflation factor (VIF) values were below 3.3, indicating 
there were no multicollinearity issues. Fit statistics, such as the 
normed fit index (NFI ≈ 0.68) and the SRMR (below 0.08), were 
within acceptable ranges for PLS-SEM, confirming the robustness 
of the model for testing hypotheses.

4.5. Explained Variance and Predictive Relevance
The model achieved high explanatory power with R2 = 0.68 for 
Strategic Integration and with R2 = 0.73 for SCA. Both constructs 
also met the 0.50 criterion, suggesting strong explanatory power. 
Q2 measures were positive, indicating predictive relevance. An 
SRMR of 0.062 indicated adequate model fit.

4.6. Structural Model and Hypothesis Testing
The structural model was estimated using the bootstrapping 
approach (5000 resamples) to generate t-statistics and P-values. 

Table  5 reports all hypothesised path coefficients for the 
relationships.

All direct paths were positive and significant at P < 0.001. Strategic 
Integration exerted the greatest influence on SCA, underscoring 
its central mediating role within the framework.

4.7. Mediation Analysis
The mediating role of Strategic Integration was tested using 
bootstrapped indirect-effect estimates. All indirect effects were 
positive and significant, indicating partial mediation (Table 6).

Strategic Integration also reinforces the effect of the three 
antecedents on sustainable competitive advantage in favour of 
its mediating role.

Mediation analysis examined the indirect effects of innovation 
capability, operational efficiency, and brand image on SCA via 
strategic integration. The bootstrapping results showed that all 
indirect effects were significant (P < 0.001). Strategic integration 
enhances the combined effects of innovation, efficiency, and brand 
image, evidencing that cross-functional coordination enhances 
firm-level outcomes. The result complements prior literature 
that internal alignment is required to transform marketing and 
operational capabilities into long-term advantage (Bambang 
et al., 2021).

Table 1: Gender distribution (n=204)
Gender Frequency Percentage
Male 86 42.2
Female 118 57.8
Total 204 100.0

Table 2: Age distribution (n=204)
Age group Frequency Percentage
24‑29 48 23.5
30‑35 45 22.1
3‑40 47 23.0
41 and above 64 31.4
Total 204 100.0

Table 3: Highest qualification (n=204)
Qualification Frequency Percentage
Matric 22 10.8
Certificate 32 15.7
Diploma 70 34.3
Undergraduate 40 19.6
Postgraduate 40 19.6
Total 204 100.0

Table 4: Reliability and convergent validity
Construct Cronbach’s α CR AVE
Innovation capability 0.791 0.860 0.610
Operational efficiency 0.766 0.843 0.578
Brand image 0.783 0.854 0.595
Strategic integration 0.801 0.871 0.620
Sustainable competitive 
advantage (SCA)

0.808 0.879 0.634
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5. DISCUSSION OF RESULTS

The findings from this study provide empirical support for all 
seven hypotheses, demonstrating positive, significant relationships 
between the variables and sustainable competitive advantage 
(SCA) among startups in the eastern cape. The following 
discussion synthesises these results with the existing literature, 
highlighting their consistency and theoretical alignment.

5.1. Innovation Capability and Sustainable 
Competitive Advantage (H1: β = 0.612, P < 0.001)
The strong positive relationship between innovation capability 
and sustainable competitive advantage aligns consistently with 
established literature. Saunila (2020) and Neneh (2021) previously 
argued that innovation promotes flexibility and differentiation 
in fluctuating markets, a finding that this study substantiates 
within the Eastern Cape startup context. The result reinforces 
the theoretical position that firms with the ability to create new 
products, services, and processes are better positioned to dominate 
the competition. This finding is consistent with the broader 
innovation literature, which holds that innovation capability 
enables organisations to respond more rapidly to market shifts 
while simultaneously facilitating long-term sustainability (Teece, 
2007; Eisenhardt and Martin, 2000).

5.2. Operational Efficiency and Sustainable 
Competitive Advantage (H2: β = 0.528, P < 0.001)
The positive influence of operational efficiency on sustainable 
competitive advantage corroborates prior research by Wong et al. 
(2021) and Bhatia (2021), who demonstrated that efficient resource 
utilisation facilitates higher profitability and performance. The 
finding suggests that startups in the Eastern Cape that consistently 
streamline operations, eliminate waste, and improve process 
reliability are more likely to achieve steady growth. This result 
is theoretically consistent with the resource-based view (RBV), 
which posits that efficient deployment of organisational resources 
constitutes a source of competitive advantage (Barney, 1991).

5.3. Brand Image and Sustainable Competitive 
Advantage (H3: β = 0.473, P < 0.001)
The positive correlation between brand image and sustainable 
competitive advantage supports the findings of Keller (2013) 

and Maziriri (2023), demonstrating that reputation and word of 
mouth (consumer opinion) function as key strategic assets. The 
result indicates that a strong brand image creates loyal customers 
and industry credibility, thereby enabling firms to maintain 
long-term competitiveness. This finding is consistent with brand 
equity theory, which holds that strong brands generate customer 
loyalty, willingness to pay premium prices, and resilience against 
competitive threats (Aaker, 1996).

5.4. Innovation Capability and Strategic Integration 
(H4: β = 0.643, P < 0.001)
The strong relationship between innovation capability and 
strategic integration suggests that innovative organisations 
effectively integrate activities across departments. This finding 
implies that innovation capability ensures new concepts align 
with organisational plans and facilitates gradual implementation 
across functions. This result aligns with the dynamic capabilities 
framework, which emphasises that sensing, seizing, and 
transforming capabilities require cross-functional coordination 
(Teece, 2007). The finding is consistent with prior research 
demonstrating that innovative firms exhibit greater internal 
alignment between R&D, marketing, and operations (Dougherty, 
1992).

5.5. Operational Efficiency and Strategic Integration 
(H5: β = 0.589, P < 0.001)
Operational efficiency contributes significantly to strategic 
integration by facilitating departmental coordination to achieve 
cost and process synergies. This finding adds credence to the 
notion that lean operations generate information sharing and 
decision alignment, thereby promoting organisational cohesion. 
The result is consistent with lean management literature, which 
argues that waste reduction and process optimisation require and 
simultaneously reinforce cross-functional collaboration (Womack 
and Jones, 1996). This finding also supports the proposition that 
operational excellence creates a foundation for strategic alignment 
(Hayes and Wheelwright, 1984).

5.6. Brand Image and Strategic Integration 
(H6: β = 0.457, P < 0.001)
Brand image significantly contributed to strategic integration, 
indicating that strong brand equity enables companies to better 

Table 5: Structural model results
Hypothesis Path β t‑statistic P‑value Outcome
H1 Innovation capability→SCA 0.612 7.63 0.000 Supported
H2 Operational efficiency→SCA 0.528 6.92 0.000 Supported
H3 Brand image→SCA 0.473 5.39 0.000 Supported
H4 Innovation capability→Strategic integration 0.643 10.31 0.000 Supported
H5 Operational efficiency→Strategic integration 0.589 8.75 0.000 Supported
H6 Brand image→Strategic integration 0.457 6.13 0.000 Supported
H7 Strategic integration→SCA 0.675 12.02 0.000 Supported

Table 6: Indirect effects through strategic integration
Indirect path β t‑statistic P‑value Interpretation
Innovation capability→SCA (via SI) 0.434 5.68 0.000 Significant partial mediation
Operational efficiency→SCA (via SI) 0.398 6.16 0.000 Significant partial mediation
Brand image→SCA (via SI) 0.308 4.90 0.000 Significant partial mediation
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integrate marketing, innovation, and operations. This integration 
improves internal coordination and enhances brand consistency 
externally. This finding extends the brand management literature 
by demonstrating that brand strength is not merely an external-
facing asset but also an internal coordinating mechanism. The 
result is consistent with research suggesting that strong brands 
provide internal strategic clarity, aligning employees around 
shared values and market positioning (Keller, 2013; Hatch and 
Schultz, 2003).

5.7. Strategic Integration and Sustainable Competitive 
Advantage (H7: β = 0.675, P < 0.001)
Strategic integration exhibited the strongest association with 
sustainable competitive advantage among all hypothesised 
relationships. This finding indicates that coherent planning of 
strategies across business functions generates synergy, enabling 
businesses to deploy their assets more effectively. The result 
provides strong empirical support for the dynamic capabilities 
theory (Teece, 2007; Teece et al., 1997), which holds that 
companies with effective integration mechanisms can reassemble 
and reconfigure assets more effectively to sustain competitive 
advantage, particularly in rapidly changing environments. This 
finding is consistent with prior research demonstrating that 
strategic integration mediates the relationship between functional 
capabilities and firm performance (Grant, 1996).

5.8. Theoretical Contributions
The study makes a significant contribution to theory by 
combining the resource-based view and dynamic capabilities 
theory to examine SME competitiveness. Unlike the existing 
literature, which has addressed these theories independently, 
the study demonstrates how dynamic integration of firm 
capabilities (innovation, efficiency, and brand management) 
facilitates the conversion of resources into long-term competitive 
outcomes.

The empirical results contribute to the RBV by illustrating that 
resources alone are insufficient for long-term performance; 
their utilisation in coordination through strategic integration 
determines long-term success. The study also contributes to 
DCT by providing empirical validation of dynamic coordination 
mechanisms in SMEs that create resilience and agility in volatile 
markets.

5.9. Practical Implications
For practitioners, the findings highlight actionable levers for 
building SME competitiveness. Managers must assign first priority 
to intra-firm cooperation and resource coordination to achieve 
the optimal contribution from innovation, operations excellence, 
and branding initiatives. Strategic consistency can be enhanced 
by investing in cross-functional teams, integrated management 
systems, and electronic coordination tools. Additionally, SME 
owners need to encourage knowledge sharing across departments 
to facilitate the diffusion of innovation and brand consistency. 
Policymakers can also use these results to design SME assistance 
programs that embed innovation training into operations and 
marketing procedures, thereby enabling sustainable enterprise 
growth.

6. CONCLUSION, LIMITATIONS AND
FUTURE RESEARCH

The study finds that Innovation Capability, Operational 
Efficiency, and Brand Image positively contribute to Sustainable 
Competitive Advantage, both directly and indirectly through 
Strategic Integration. The study confirms that the ability of SMEs 
to integrate diverse capabilities into coherent strategies is a key 
driver of long-term competitiveness. The evidence validates the 
integrative RBV and DCT model, emphasising that lasting benefit 
accrues not merely from ownership of resources but from the 
dynamic alignment of resources and processes. Managerially, 
these insights provide a basis for SME managers to implement 
synchronised strategies that balance innovation, operational 
precision, and brand value creation.

Despite its contributions, the study acknowledges some 
limitations. Causal inference is restricted by the cross-sectional 
design; therefore, future research can adopt a longitudinal 
approach to study integration and competitiveness as they evolve 
over time. Secondly, the utilisation of self-reported survey data 
bears the risk of response bias. Future studies can employ multi-
source data or objective performance metrics to enhance validity. 
The research’s geographical reach in SMEs in the OR Tambo 
District may limit generalisability. Comparative studies between 
provinces or emerging economies would validate whether the 
relationships established are sustainable in dissimilar institutional 
settings. Further investigation of moderating factors such as 
digitalisation, leadership style, or organisational culture would 
enhance understanding of how integration affects performance 
under different circumstances.
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