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Introduction

It is widely recognized that small businesses 
with less than 50 employees make significant 
contributions to the prosperity of local, regional, 
and national economies. They are a major source 
of job creation and a driving force of economic 
growth for developed countries like the USA 
(Headd, 2005; SBA, 2005), the UK (Dixon, 
Thompson, & McAllister, 2002; SBS, 2005), 
Europe (European Commission, 2003), and de-
veloping countries such as China (Bo, 2005). The 
economic potential is further strengthened when 
firms collaborate with each other; for example, 
formation of a supply chain, strategic alliances, 
or sharing of information and resources (Horvath, 
2001; O’Donnell, Cilmore, Cummins, & Carson, 
2001; MacGregor, 2004; Todeva & Knoke, 2005). 
Owing to heterogeneous aspects of small busi-

nesses, such as firm size and business sector, a 
single e-business solution is unlikely to be suitable 
for all firms (Dixon et al., 2002; Taylor & Murphy, 
2004a); however, collaboration requires individual 
firms to adopt standardized, simplified solutions 
based on open architectures and data design 
(Horvath, 2001). The purpose of this article is to 
propose a conceptual e-business framework and 
a generic e-catalogue, which enables small busi-
nesses to collaborate through the creation of an 
e-marketplace. To assist with the task, analysis of 
data from 6,000 small businesses situated within 
a locality of Greater Manchester, England within 
the context of an e-business portal is incorporated 
within this study.



  993

Small Business Collaboration Through Electronic Marketplaces

Background

Small businesses are an important driving force 
of economic growth and job creation throughout 
the world. A number of studies (Horvath, 2001; 
O’Donnell et al., 2001; MacGregor, 2004; Todeva 
& Knoke, 2005) show that when firms collabo-
rate or network with each other on a venture, the 
potential economic and business benefits can be 
enhanced. The possible network opportunities 
with other firms include but are not limited to:

1.	 Collaboration with other businesses to pur-
chase items such as fuel and raw materials, 
and hence leverage collective buying power 
in order to negotiate a better deal (Wang & 
Archer, 2004)

2.	 Collaboration with other businesses to offer 
complementary goods in order to increase 
sales or to enter new markets (Wang & 
Archer, 2004)

3.	 Collaboration with other businesses to share 
information, such as product information, 
customer demand, transaction information, 
and inventory information (Ovalle & Mar-
quez, 2003)

4.	 Liaison with other complementary service 
businesses to jointly bid for bigger contracts 
and hence enabling small business to com-
pete with larger counterparts (MacGregor, 
2004)

5.	 Liaison with other similar businesses to 
jointly bid for a bigger contract than they 
are able to fulfil by themselves

6.	 Form collaborative buyer-supplier relation-
ships

Despite government initiatives and support to 
promote adoption of information collaboration 
technology (ICT) in small firms, earlier studies 
show that ICT adoption by small businesses is still 
very low with a number of barriers to adoption 
being identified (Dixon et al., 2002; European 
Commission, 2002; Weiss, 2002; Fillis & Wag-

ner, 2004; Stockdale & Standing, 2004; Taylor & 
Murphy, 2004a, 2004b; MacGregor & Vrazalic, 
2005). Further, small firms are heterogeneous in 
nature, therefore a single e-business solution is 
unlikely to be applicable to all firms and treating 
e-business as a homogeneous concept is probably 
a mistake (Dixon et al., 2002; Taylor & Murphy, 
2004a; Fitzgerald, Papazafeiropoulou, Piris, & 
Serrano, 2005). In addition, supply chains with 
buyers and suppliers are not homogeneous (Mc-
Ivor, Humphreys, & McCurry, 2003). Findings 
from McIvor et al. suggest that the barriers to the 
adoption of supply chain systems do not lie pri-
marily with the technology but with the business 
processes itself. The effective implementation of 
e-business to support buyer-supplier relationships 
and to optimize the value chain requires that the 
e-business application is fully integrated into 
both the buyer’s and the supplier’s business ar-
chitecture and technology infrastructure (McIvor 
et al., 2003). It is therefore crucial that collabora-
tion technology infrastructure should include the 
following features: open and low cost connectiv-
ity, large and flexible data storage, systems and 
channel integration, high security, self-service 
functionalities based on open architectures, and 
data schemes (Horvath, 2001). 

The e-business framework

Doing business is a chain of collaborative pro-
cesses; a single firm can be a buyer for a business 
but also a seller for another business, therefore 
interactions among buyers, suppliers and trading 
partners are required (Adams, Koushik, Vasudeva, 
& Galambos, 2003). A retail trade can utilize a 
one-to-many e-business solution to reach more 
audiences and maximize profits, whilst at the same 
time using a many-to-one e-procurement system 
to streamline sourcing processes with its trading 
partners. Firms can also employ a many-to-many 
e-marketplace to achieve the above. However, in 
e-marketplace, resources of multiple firms can 
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