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How Do SMEs Supplement and Strengthen the Industrial Chain through the
“Specialized and Sophisticated” Development: A Longitudinal Case
Study Based on CAXA
ZHAO Jing'?, SUN Ze-jun', CHENG Xi-yun', YIN Man-qing'

(1. Business School, Renmin University of China;

2. Corporate Governance and Internationalization Research Center, Renmin University of China)

Abstract: Small and medium-sized enterprises (SMEs) provide the vital support for ensuring the
stability and security of the industrial chain, and are the micro foundation to “advance the rejuvenation
of the Chinese nation on all fronts through a Chinese path to modernization”. There are abundant
practices that SMEs play the role of industrial chain-supplementing and chain-strengthening through the
“specialized and sophisticated” development. However, theoretical research has provided limited
implications on its specific path and mechanism. Therefore, based on the case of the industrial software
enterprise, CAXA, we adopt the exploratory longitudinal single-case study method to investigate how
SMEs achieve and rely on “specialized and sophisticated” development to supplement and strengthen
the industrial chain.

We found that SMEs have gone through three development stages: specialization to get embedded
in the chain, sophistication to solidify the chain, and ecological collaboration to jointly strengthen the
chain. Each stage follows the logic of “SMEs behavior-synergistic and supporting process-chain-
complementing and chain-strengthening results”. SMEs gradually grow into “specialized and
sophisticated” enterprises while playing the role of supporting the industrial chain, and eventually
supplement and strengthen the industrial chain. Specifically, the in-depth development of specialization
first leads enterprises to make breakthroughs in core technologies and products. The gaps in the
industrial chain are filled by integrating resources and providing generalized supporting products.
Second, sophisticated integration further refines the core technologies and products. The stability of the
industrial chain is consolidated by collaborating with demand subjects and providing customized
ancillary products. Third, ecological collaboration promotes technologies and products flowing and
sharing beyond organizational boundaries in the industrial ecology. The industrial chain is strengthened
and upgraded through the synergistic interaction with innovation and the provision of forward-looking
complementary products.

The paper has three-fold theoretical contributions. First, existing research has paid insufficient
attention to SMEs in the industrial chain. Our research makes a contribution by linking the development
of SMEs with the development of the industrial chain, which enriches the research perspective of
existing literature on SMEs. Second, we ground our research on the firm-level perspective to investigate
the interaction between firms and the industrial chain, contributing to industrial chain research. Third,
our research finds the industrial chain synergistic mechanism of “resource synergy-demand synergy-
innovation synergy” and “generalized matching-customized matching-forward-looking matching”,
which is a supplement to existing collaborative innovation theory.

This paper also has the following practical implications. We suggest that SMEs should focus on
their own capabilities in the direction of “specialized and sophisticated” development, and strengthen
the industrial chain thinking to play the role of industrial chain coordination as well as chain-
supplementing and chain-strengthening. As for policymakers, we suggest that the government should
not only increase support for the development of SMEs by optimizing the allocation of factors and
resources within the industry to SMEs, but also give full play to the guiding role of the top-level policy
design to accurately identify and classify SMEs with innovation potential in key areas, and promote the
complementary and integrated development of large, small and medium-sized enterprises in the key
industry chain.

Keywords: SMEs; specialized and sophisticated; industrial chain; chain-supplementing and chain-
strengthening; synergistic and supporting process
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