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Abstract—With the increasingly complex of the market 

competition environment, enterprise competition is 

increasingly fierce, more and more enterprises has realized 

the importance of innovation for enterprise survival and 

development. Currently, the development of SMEs is not 

optimistic, due to lack of sustainable development capacity, 
and the more prominent problem is the lack of core 

competitiveness. The paper researches the core 

competitiveness of SMEs by the empirical analysis, some 

conclusions are drawn. 
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I. INTRODUCTION  

Only through technology innovation, the enterprise can 
apply new technology, new technology, new production 
methods to develop new products, reduce product cost and 
improve market share. Increasing investment in science 
and technology, seeking scientific and technological 
innovation and the pursuit of science and technology 
industrialization are the inevitable choice of market 
economy. Small and medium-sized enterprises of science 
and technology whose mission and survival means are 
mainly innovation have become an important force in 
economic development and small and medium-sized 
enterprises of science and technology play an 
indispensable role in science and technology 
industrialization. Compared with the traditional enterprises, 
small and medium-sized enterprises of science and 
technology whose characteristics are the typical intensive 
knowledge, high risk, and the high degree of innovation, 
the innovation and efficiency superior to other large and 
medium-sized enterprises. For example, 65% of the 
national invention patents, 82% of the new product 
development and 74% of technological innovation come 

from the small and medium-sized enterprise of science and 
technology. In China more than 50000 national high-tech 
enterprises account for more than 85%. However, the high 
risk factors and uncertainty of small and medium-sized 
enterprise of science and technology in the process of 
converting technology to high-tech products, due to the 
new market, new technology, high-tech products of 
relatively immature, are in short life, which seriously 
restrict the development of small and medium-sized 
enterprise of science and technology and growth. 

With the rapid development of information, knowledge 
and technology, more and more small and medium 
enterprises has realized that their long-term survival must 
rely on the core competencies and must bind building the 
scientific governance structure with improving the core 
competitiveness of enterprises in order to achieve long-
term competitive advantage. 

II.  THE CORE COMPETITIVENESS OF SMALL AND 

MEDIUM-SIZED ENTERPRISES  

With the further development of economic 
globalization, Chinese enterprises face the competition 
environment from the region to a globe gradually. In 
addition to the system reasons, the key lies in the core 
competitive force that is too weak to fail to really form the 
core competitiveness mechanism. How to improve 
enterprise overall quality and improve their ability of 
sustainable development has become the urgent subject. 
Only to constantly cultivate and enhance their core 
competitiveness can survive in the changing market 
environment and development. 

A. The characteristics of the core competitiveness of 

small and medium-sized enterprises  

(1)The core competence is not isolated, but is a part of 
the comprehensive competitiveness of enterprises. The 
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enterprises competitiveness is a systematic organic 
combination of resources, capabilities and systems, in in 
which the combine core competitiveness is the special part 
and outstanding link and can not exist independently out of 
the system competitiveness. 

(2)The core competitiveness has the value character, 
that is, the core enterprises competitiveness can make the 
core enterprises to improve the efficiency, reduce costs and 
create value better than the competitors, and can create 
more value for customers. 

(3)The core competitiveness has a uniqueness, and is 
not easily imitated by competitors. The  uniqueness of the 
enterprises core competitiveness not only determines the 
differences, but also determines the efficiency differences 
and income differences of the enterprises.  

(4)The core competitiveness has certain scalability. 
The core competence is the cornerstone of the existing co-
operations, the door leading to the future market. Therefore, 
the core competitiveness of enterprises can open the 
market and has an important role in promoting a product or 
service. 

(5)The enterprises core competitiveness is dynamic. As 
the new business areas expand, the enterprises core 
competitiveness will generate, transfer and extinct in 
different segments of value chain activities. 

B. Elements of the core competitiveness of small and 

medium-sized enterprises 

(1) Technology Innovation 
Technological innovation is the essential key factors in 

the creation and development of core competitiveness of 
small and medium-sized enterprises. The enterprises 
investment intensity in R & D will affect the ability of 
technological innovation. 

However, due to national insufficient attention to the 
small and medium enterprises in China, small scale, 
shortage of funds, the small and medium-sized enterprises 
is also faced with many problems in technological 
innovation, such as: inadequate funding; lack of research 
funding; serious lack of technology, personnel, 
information; high risks of technological innovation. These 
constraints have brought many difficulties for the 
technological innovation of small and medium-sized 
enterprises, but that the technology innovation can enhance 
the core competitiveness of small and medium-sized 
enterprises is an indisputable fact. 

 (2)Organizational Management 
The organizational innovation has been largely 

changing along with the technical innovation, management 
innovation. It reflects the enterprise resources organization 
capabilities and management capabilities, and is the direct 
embodiment and the important content of the enterprises 
core competitiveness. 

(3)Enterprise culture 
Small and medium-sized enterprises in China has not a 

long history, at the same time, enterprise culture theory has 
entered into China for more than ten years, so, less small 
and medium-sized enterprises can clearly and 
systematically put forward their own enterprise culture. 
The experience of successful companies makes it more 
clear that a business should have own enterprise culture 
which has great significance for Chinese economic and 
social development in market economic conditions today.  

(4)Integrity 
Every factor among the composition elements of the 

core competitiveness contributes separately to enterprises 
value, but also forms a synergy force through the 
enterprise integration to contribute to enterprises value. 

The enterprise is essentially an organizational system 
composed of resources and capacity, the effective 
integration of all kinds of resources is the foundation of the 
core competitive force. 

III. AN EMPIRICAL ANALYSIS OF THE CORE 

COMPETITIVENESS OF SMALL AND MEDIUM-SIZED 

ENTERPRISES 

A. Sample selection and sample Source  

According to the data in the first half of 2006 in the 
sample database, the paper selects 46 small and medium 
enterprises in the manufacturing industries in Jiangsu 
Province, Shandong Province and Zhejiang Province in 
East China as the research sample. 

B. Hypothesis 

Hypothesis 1: the holding capacity of the largest 
shareholder and core competitiveness have a positive 
correlation; 

Hypothesis 2: ownership concentration and the core 
competitiveness have a negative correlation; 

Hypothesis 3: educated level of the general manager 
and the core competencies have a positive correlation; 

Hypothesis 4: Two-level state is associated with the 
core competitiveness; 

Hypothesis 5: the proportion of independent directors 
and the core competencies have a positive correlation; 

Hypothesis 6: Board size is associated with the core 
competitiveness. 

C. Variable selection 

1）Explained variables 

Based on the view at home and abroad, the core 
competence index system is summarized as follows: 

(1) Technological innovation capability. 
The R&D investment rate, the patents number is 

selected as the measurement index of technological 
innovation capability.  

(2)Marketing development capabilities 
The market expansion ability is the ability to open up 

the market, reflecting the competitiveness of the enterprise 
products in the market. It includes two indicators: market 
coverage and the market share. 

(3)Business development capacity 
Business development capacity includes the main 

business income rate and quick ratio. 

2）Explanatory variables 

(1) Ownership Structure 
The paper selects the holding capacity of the largest 

shareholder and ownership concentration. 
(2) Educated level of the general manager 
Educated level of the general manager is divided into 

high school, junior college, undergraduate and master's 
degree or above, expressed by figures 1, 2, 3, 4. 

(3) Proportion of independent directors 
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Proportion of independent directors is ratio of 
independent directors and all directors number. 

(4) Two-level state 
Accordance with the "dichotomy", as chairman and 

general manager is completely part-time, two-level state 
takes "1", otherwise takes "0 ", When chairman and 
general manager is part-time respectively, two-level state 
takes" 0.5". 

(5) Board size 
In this paper, the number of company directors 

represents the board size. 

3）Control variables 

(1) Company size 
This article will use the total assets of company size on 

a logarithmic 
(2)Financial leverage 

We use asset-liability ratio as a measure targets of 
financial leverage. Asset-liability ratio is ratio of total 
indebtedness and total assets. 

D. Research methods and models 

In this article, with SPSS software to analyze, this 
research will use the core competitiveness index as the 
dependent variable through regression analysis. Model is 
as follows formula 1: 

where, ijY
is the dependent variable, a  is constant item, 

  is random disturbance term, b and c represents 
estimated coefficients of the explanatory variables and 
control variables, other variables is shown in table 1. 
 

TABLE I. DEFINITION AND MEASUREMENT OF VARIABLES 

Variable 

type 

Variable 

symbol 

Meaning Measurement method 

Explanatory 
variables 

X1 the holding capacity of the 
largest shareholder 

difference of the largest and the second 
largest shareholding proportion 

X2 ownership concentration square sum of proportion of the top three 
shareholders 

X3 Educated level of the general 
manager 

(1,2,3,4) 

X4 Proportion of independent 
directors 

ratio of independent directors and all directors 
number 

X5 Two-level state (0.0.5,1) 
X6 Board size Board number 

Explained 
variable 

 

Y11 Technological innovation 
capability 

R & D investment rate 
Y12 patent number 
Y21 Marketing development 

capabilities 
market share 

Y22 market coverage 
Y31 Business development 

capacity 
main business income rate 

Y32 quick ratio 
Control 

variables 
Z1 Company size logarithm of total assets 
Z2 Financial leverage ratio of total indebtedness and total assets 

eZcZcXbXbXbXbXbXbaYij  2211665544332211             （1） 

TABLE II. REGRESSION  ANALYSIS    

        market share market 
coverage 

patent 
number 

main business 
income rate 

quick ratio R&D 
investment rate 

RC PCC RC PCC RC PCC RC PCC RC PCC RC PCC 

X1 0.655 0.383 0.944 0.449 0.021 0.035 -0.032 -0.040 1.047 0.138 -0.48 -0.124 

X2 -0.45 -0.24 -0.72 -0.32 -0.02 -0.23 0.077 0.086 1.253 0.146 0.848 0.190 

X3 -4.78 -0.14 -0.68 -0.02 -0.06 -0.05 0.305 0.018 -27.48 -0.17 -17.1 -0.204 

X4 -0.40 -0.17 -0.63 -0.22 -0.01 -0.07 -0.240 -0.205 0.108 0.010 -0.66 -0.116 

X5 3.536 0.035 37.09 0.295 0.683 0.179 24.05 0.433 -23.05 -0.05 3.661 0.015 

X6 -2.55 -0.20 -2.03 -0.13 -0.11 -0.23 1.056 0.166 -5.272 -0.09 -4.47 -0.144 

Sig 0.123 0.059 0.288 0.046 0.139 0.207 

R2 0.217 0.256 0.165 0.268 0.211 0.187 
Adjusted 

R2 
0.097 0.142 0.036 0.156 0.089 0.061 

D-W 2.564 2.538 2.287 1.839 1.833 2.247 
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IV.  REGRESSION ANALYSIS OF THE CORE 

COMPETITIVENESS OF SMALL AND MEDIUM-SIZED 

ENTERPRISES 

Where, RC: Regression coefficient; PCC: Partial 
correlation coefficient. 

Based on regression results Table 2, the following 
conclusions can be drawn: 

(1)The largest shareholder holding capacity is positive 
correlation with market share, market coverage and patents 
number, is not relevant with the main business income 
margin, quick ratio and R & D investment rate, which 
shows that the largest shareholder holding capacity has 
partial correlation with core competitiveness;  

(2) Ownership concentration is negative correlation 
only with market coverage, not correlation with other core 
competence, which indicates that ownership concentration 
has partial correlation with core competitiveness; 

(3) The educational level of general manager has no 
correlation with the core competitiveness, so assumptions 
3 is not negated;  

(4) The proportion of independent directors has no 
correlation with the core competitiveness, so assumptions 
4 is not negated; 

(5) Two-level state is only is positive correlation with 
the main business income margins, not correlated with 
other indicators, which two-level state has partial 
correlation with core competitiveness. 

(6) The board size has no correlation with the core 
competitiveness, so assumptions 4 is not negated. 

V. CONCLUSIONS 

A.  The position of the knowledge economy is becoming 

more and more protruding 

Knowledge economy is the new economy on the basis 
of the information industry, software industry, consulting 
industry and other high-tech industry. In the era of 
knowledge economy, knowledge and information become 
the global resources of economic development directly. 

B.  To be knowledge innovation breakthrough 
development bottleneck 

Under the impetus of the development of information 
and communication technology, To encourage small and 
medium-sized enterprises engaged in knowledge 
innovation, protect intellectual property rights protection 
will become more and more important. 

C. Knowledge innovation is the impulsion of the core 

competitiveness 

Innovation is the source of modern enterprises to 
maintain core competitiveness and the core of enterprise 
development strategy. 

D. Management idea innovation. 

Enterprise culture is the enterprise core competitive 
ability.  

E. Management innovation 

One is the construction of learning organization.The 
second is to accelerate the process of enterprise's 
informatization construction.  
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