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I. INTRODUCTION 
 
Small and medium-sized enterprises (SMEs) around 
the world are regarded as the lifeline of the national 
economy, and Taiwan is no exception. (Carvalho & 
Costa, 2014)。Oyedijo & Akewusola (2012) pointed 
out that SMES have many different ways to compete, 
such as though innovation and R&D as well as 
development and change related flexibility, bringing 
99.5% of economic benefits to SMEs (Bozkurt & 
Kalkan, 2014). Palomero & Chalmeta (2014) said 
that SMEs have made an attempt to expand foreign 
markets, engage in virtual integration of production 
networks, promote cooperation with satellite 
manufacturers, develop resilience against high costs, 
improve manufacturing processes, cultivate the 
characteristic of flexible responses to quickly respond 
to customers and markets, and absorb small purchase 
orders overlooked by large enterprises. Although the 
profits are not high, the viewpoints mentioned above 
have led to the globalized competitive advantage of 
SMEs. 
 
Johnson, Arya., & Mirchandani (2013) believe that 
globalization signifies product standardization, 
technical development centralization, or the 
manufacturing industry’s progression towards 
horizontal or vertical integrated development. 
Therefore, for activities diffused in different countries 
and regions, enterprises need to engage in centralized 
management. Meanwhile, scholars also pointed out 
that the global integration strategies adopted by 
non-Western SMEs and large Western multinational 
companies share many similarities. First, with today’s 
fiercely competitive global markets, non-Western 
SMEs are faced with similar international issues large 
Western multinational companies face, including 
non-Western SMEs and large Western multinational 
companies’ adoption of new strategic patterns for 
coping with a highly volatile environment (such as 
the high-tech industry) and taking part in cooperation 
arrangements and strategic alliances, so as to quickly 
respond to the market; secondly, the outcome of 
internationalization is that non-Western SMEs and 
large Western multinational companies’ control 
mechanisms have become increasingly convergent, 
from internal level control to horizontal coordination 

and communication among interdependent 
participants.  
ADBI & ADB(2016) also deem that SMEs can 
collaborate with large enterprises in the domestic 
market to provide services or achieve 
internationalization through trade and supply chain 
links with producers and buyers from other countries. 
At the same time, enterprises that are competitive and 
possess interrelationships can connect the global 
value chain and benefit from it. Oyedijo & 
Akewusola (2012) found from 34 empirical cases of 
SMEs in Nigeria that the miles and snow 
classification typology method can help enterprises 
identify strategic patterns and produce a significant 
impact on organizational performance. Bustamam & 
Pech (2017) conducted qualitative interviews with 
five entrepreneurs from Malaysia and found from the 
discussion that the strategies of forward-lookers and 
analysts are strategic orientations that managers often 
consider. This also signifies organizational strategies 
play an important role in explaining the relative 
success or failure of SMEs. Managers in SMEs may 
exert a major influence on organizational 
performance through the use of strategic types. 
Martins, Kato, Martins, Rocha ., & Silva (2014) also 
pointed out that companies need to continually adjust 
their strategies that suit environmental conditions in 
order to ensure consistency between the structure and 
the established strategies. The purpose of strategic 
cooperation is dynamic. Therefore, strategic 
coordination is not an isolated event; instead, it is a 
continuous process of adaptation and change process. 
 
Birkinshaw, Morrison., & Hulland (1995) explained 
from organizations’ economic level and contingency 
considerations that assessment factors driving  
global integration strategy should include: economies 
of scale, differences in comparative advantage, 
standard market demands, and competitive actions. 
Chandler also believes that the corporate structure 
should follow the idea of the strategy. Hence, Miles, 
Snow, Meyer., & Coleman (1978) put forward 
strategic typology, which caused a burst of discussion 
in the industry and academia. 
In view of the above, the enterprise globalization 
trend has led to Taiwan’s SMEs facing threats and 
dilemmas, of which environmental factors and 
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dynamic capability interferences are factors that 
aggravate enterprises’ unstable development.  
Therefore, this study intends to contribute to how 
environmental factors and dynamic capabilities affect 
the global integration SMEs, with the globalization 
model proposed by Johnson et al (2013) and the 
further adopting the classification pattern of Miles 
and Snow (1978). Finally, an active contribution was 
made on how the environmental factors and dynamic 
capabilities affect the strategic classification pattern. 
 
II, LITERATURE REVIEW 
 
SME management has no consistent mode; strategies 
adopted during the process of achieving success has 
no fixed path. Different operators have different 
leadership styles, which means in different 
development stages, SMEs often adopt completely 
different models and display vastly differed 
decision-making behaviors, which fully shows the 
flexibility and adaptable changes of SME 
management. 
In terms of globalization strategy, the useful 
contribution of countries around the world need to be 
chosen in order to realize the benefits of globalization. 
Global business managers should understand whether 
the driving force of industrial globalization (i.e. 
Industrial conditions) gives rise to strategy leverage 
opportunity. Therefore, the key factor that determines 
enterprises’ successful global strategy acquisition lies 
in the development of an effective structure, thereby 
achieving better performance results（Yaprak ＆ 
Cavusgil，2011）. 
 
Bayraktar & Oly (2014) explained that the driving 
factors of enterprise globalization are divided into 
dynamic capability and environmental factors. These 
driving factors prompt enterprises to engage in 
reform, including organization, strategy, structure, 
management process, group culture, leadership, etc. 
Through factors contributing to organizational reform 
that significantly influences enterprises’ global 
market performance, the necessary force for 
becoming globalized can be created. 
Therefore, with the many given different 
environmental conditions, there are structural traits 
for and against globalized industries. The 
organizational structure force is of utmost importance 
in terms of effective configuration and enterprise 
resource integration. Birmingham & Morrison (1995) 
pointed out that the structural force can be divided 
into four major factors, including economies of scale, 
differences in comparative advantage, market demand 
standardization, and competitive behavior. These four 
factor forces promote the industrialized world’s 
heading towards fusion commonality. Each 
globalization driving force factor affects the potential 
resources utilities in the global strategy leverage of 
SMEs.  
 

2.1 Industry Structural forces  
The pressure of global integration comes from 
enterprise development structure and advocacy 
procedure standardization. The concept of the 
strategic role of companies engaged in international 
expansion promotion is derived from global strategy 
literatures. We, Wu., & Liou (2001) pointed out that 
global strategy refers to how manufacturers set up 
task processes in the worldwide add-value system; 
the focus of management lies in the global 
configuration of enterprise activities and the 
coordination of countries. 
 
The key challenge of the globalization strategy is to 
determine which contacts are concentrated and which 
links are dispersed. Obviously, centralization is 
crucial, as it facilitates the control or use of the 
economies of scale during strategic asset utilization 
(Kogut, 2000). Therefore, Birkinshaw et al (1995) 
proposed the model structure of global integration, 
which can be provided to enterprises faced with 
plights and opportunities when predicting enterprises’ 
global integration; Johnson et al (2013) also proposed 
similar framework verification in their study on 
SME’s technological information industries. Finally, 
based on the above inferences, it can be found that 
SMEs faced with globalization are also subject to the 
same structural drive and produce different result 
verifications depending on different strategic patterns. 
Through the literature review below, how the content 
of the structural force affects SMEs is elaborated. 
 
2.1.1 Economies of scale 
“Economies of scale” is the main driving force of 
cost effectiveness. In order to utilize economies of 
scale, companies compete more positively to gain 
market share and sufficient output (Blumentritt & 
Danis, 2006). Birkinshaw et al (1995) pointed out in 
their study that economies of scale and industries’ 
global integration show a strong and positive 
correlation. In order to reduce costs, although SMEs 
are under the internal stress of an inadequate size and 
the fiercely competitive external market environment, 
they are still able to achieve benefits brought by 
economies of scale by  moving to more 
cost-effective foreign markets (such as Vietnam and 
China) to expand their production technologies 
(Johnson et al, 2013). Through the industry cluster 
phenomenon, SMEs and large enterprises collaborate 
and jointly handle business portfolios characterized 
by economies of scale, including advertising and 
marketing, transportation, procurement, manufacture, 
etc., thereby maximizing the contribution of SMES in 
various ideal structures and advantageous 
environments (Berry, 2007).  
 
2.1.2 Differences in comparative advantage 
The reason why enterprises directly invest in overseas 
markets is that transnational manufacturers have 
certain advantages, such as brand reputation, 
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manufacturing technology, supplier economies of 
scale, heterogeneous products, marketing techniques, 
and financing ability. When manufacturers fail to 
directly derive at profits from direct exports or patent 
licensing, the aforementioned advantages will enable 
manufacturers to gain a comparative advantage from 
foreign investments, making direct foreign 
investment a strategy for manufacturers to make a 
profit. From the dynamic viewpoint, it can be inferred 
that countries continue to absorb new technologies as 
time goes by in order to strengthen the countries’ own 
comparative advantage, such as the ability to absorb 
unique product knowledge, increasing productivity, 
etc., which elicits more export trade (Baha, 
Hausmann, & Hidalgo, 2014). Through a nation’s 
heterogeneity-induced strategic factors, unique and 
sustainable strategic business resources can be 
obtained, including two incentives: (1) enterprises 
can carry out different organizational learning 
processes; (2) explore new host country resources 
through the geographical advantage (Kim, Hoskisson, 
& Lee, 2015). 
 
Many empirical investigations compare the 
comparative difference ratings among many countries, 
such as operational management, company scale, 
business scope, profiting ability, etc. (Hunt & Morgan, 
1995). As far as the countries are concerned, 
important continuing differences are considered (such 
as tax rates, labor costs, laws, etc.). These factors also 
prompt SMEs to engage in global integration strategy 
(Ghemawat, 2008). From the perspective of a 
country’s long-term competitiveness, it shows that if 
a country possesses long-term development potential 
and economic structure related creativity, it will be 
able to make flexible adjustments against the world’s 
rapid change in demand and change the competitive 
status (Bienkowski, 1988). A country’ s improved 
competitive status, trade sharing, or stable export and 
market share in a specific international market will 
constitute a favorable export mechanism (Rybakovas, 
2015).  
In view of the above, the business strategy of SMEs 
is no other than seeking the advantages of profit 
maximization and reducing manufacturing costs. 
Although tariffs, exchange rates, and other hindrances 
exist among the countries, since the advantages 
outweigh the disadvantages, there is no way to stop 
SMEs from seeking overseas market expansion 
opportunities and new alternative resources. The 
partnerships among SMEs suppliers will bring 
positive performance to enterprises.  
 
2.1.3 Standard market demands 
Enterprises in the pursuit of internationalization often 
provide standardized domestic products. As for why 
enterprises pursue a high degree of product 
standardization, there are three reasons: (1) Obtain 
benefits from R&D and production economies of 
scale; (2) Due to short product life cycles, accelerate 

the desire for the rapid expansion of new products; (3) 
Internal product control and quality standard related 
operations should be unified to achieve more 
coordinated actions (Larimo & Kontkanen ,2008). 
Enterprises’ involvement in multiple markets, 
coupled with product standardization or the selection 
of valuable activities to engage in marketing 
integration are also conducive to internationalization 
strategies and enhance benefits brought by the scale 
(Širaliova & Angelis, 2006). At the same time, the 
degree of standardization between the enterprise and 
the customer shows differed performance depending 
on targets’ differences. Past empirical studies show 
that enterprises’ brand image is conducive to the 
implementation of standardization, through which the 
trust of manufacturers in overseas markets can be 
more easily earned. The product acceptance is higher 
as well (Bendixen, Bukasa., & Abratt, 2004). 
Since legislation in most countries is still bound by 
national territory, standardization if often the only 
rule that can be followed internationally, especially in 
the absence of a common cultural factor as a 
regulating mechanism basis (Brunsson, Rasche, & 
Seidl, 2012). This also signifies that companies on the 
same standpoint pursue a common market norm to 
improve internal processes and external 
environmental factors. Companies with a market 
standard mechanism are prioritized when it comes to 
cooperation with large enterprises, even serving as an 
indicated consideration for enterprises intending to 
step towards globalization.  
 
2.1.4 Competitive actions 
A competitive action is a prerequisite affecting 
performance (Ndofor, Sirmon, & He, 2011). A 
competitive action is a market development-based 
process that challenges regional markets. At the same 
time, competitive behavior also destroys and changes 
the existing competitive situation (Ferrier, Smith, & 
Grimm ,1999). This also means a competitive action 
helps alleviate resource-based competitive strengths, 
including purchasing the same resources as 
opponents’, imitating opponents’ assets, searching for 
the existence of strategically equivalent resources, or 
seeking strategic resources superior to opponents’, all 
of which positively contribute to enterprises’ 
innovation (Hunt & Morgan, 1995).       
 
In order to resist specific opponent resource 
advantages, relevant characteristics were triggered by 
effective competitive actions, and these action types 
underwent checking to give rise to clearer opponent 
direction. When competition is deemed as a series of 
small and independent actions executed by 
enterprises, market evolution becomes apparent. 
These actions are divided into six types of 
competitive behavior, including pricing, marketing, 
new products, capabilities, services, and market 
signals. These actions are aimed at improving 
companies’ market position (McInnis, 2007). 
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In view of the above, competitive actions are 
conducive to the impact of dynamic capability on 
performance as determined by SMEs. The 
competitive advantage of enterprises comes from the 
dynamic capability contributing to the 
high-performance procedures of internal operations. 
Dynamic capability enables SMEs to create new 
products and processes in response to ever-changing 
market environments.  
 
2.1.5 Business unit integration 
Business unit integration must take into consideration 
businesses’ existing capabilities and environmental 
context, which in turn facilitates the determination of 
core capability from which businesses benefit. In fact, 
performance is driven by the interrelationship 
between business unit integration and the current 
environmental factors. Due to limited fund inputs, 
managers can only exert an influence on businesses’ 
reaching the performance standard by choosing 
correct strategies and adjusting and formulating 
dynamic capability (DeSarbo, Di, Jedidi., & Song, 
2006). Some studies also show that Japanese 
enterprises that expand overseas markets must first 
build layers of advantage, search for loose bricks, 
change the terms of engagement and ultimately 
compete through collaboration (Hamel & 
Prahalad,1989). Oh & Rugman (2012) pointed out 
that enterprise integration from upstream production 
to downstream sales gives rise to asymmetrical 
effects, while financial capacity will positively affect 
global integration actions. Edquist (2011) believes 
that business unit integration activities provide more 
diverse viewpoints, gaining an insight into how 
various activities during specific innovation processes 
change innovative performance and subsequently 
change the overall system. 
 
From the viewpoint of multinational enterprises, 
effective management of enterprise business 
functions produces a positive effect on performance. 
For multinational enterprises under the global 
integrated industries, an important constituent of 
business function management is an effective global 
integration mode or configuration through value 
integration among units (Kim, Park., & Prescott, 
2003). Relatively, Keeley & Roure (1990) proposed 
the important impact of industrial structure and 
strategy on performance, which is unaffected by 
business unit integration activities. Johnson et al 
(2013) also said the flexibility and advantageous 
response time and cost competitiveness of SMEs are 
independent performance rather than commercial 
activity integration, eventually leading to the 
excellent performance of SMEs in Taiwan. 
In view of the above, integration of SME units either 
promote or hinder enterprises’ business profits and 
expected strategic results due to management control 
between the enterprises and their units. Therefore, 
this study deems appropriate unit integration in SMEs 

to be conducive to strengthened collaborative 
development of SMEs. 
2.1.6 Performance 
The SME decision-making system is quite flexible 
and informal, depending on the individual power of 
one or more executives. However, SME operations 
are essentially characterized by a narrow range of 
products and services, with a simple management 
structure and a narrow risk range. Independent SMEs 
that face economies of scale related difficulties 
during raw material procurement often fail to utilize 
market opportunities arising from mass production 
needs, homogeneous standards, and regular supply. 
Most importantly, decisions SMEs face are random, 
rather than based on accurate business information 
(Okello-Obura & Matovu, 2011). Caner (2010) 
pointed out that SMEs rarely generate economies of 
scale, as their trading costs take up higher ratios of 
the total cost or income compared to large enterprises. 
Therefore, Bustamante (2011) said that based on 
export considerations, different regional conditions of 
other countries are rarely considered, without 
adapting to local conditions or incorporating 
subsidiaries into the overall enterprise activities. Oh 
& Rugman (2012) believe that different countries 
provide transnational enterprises with a favorable 
regional strategic environment. Hence, significant 
correlations exist among a nation’s policy and 
economic factors and enterprises’ regional strategies.   
Although the above arguments show the plights and 
shortcomings of SMEs, this study deems performance 
to be the key concept of management research. 
Managers judge the successful implementation of a 
strategy based on the company’s performance. Sound 
performance is conducive to the maintenance of the 
enterprise’s business model; otherwise, the 
enterprise’s business strategy needs to be improved. 
Therefore, the interpretation of performance reports 
has a major influence on enterprises. 
 
2.2 Dynamic capabilities  
Dynamic capability is the enterprise’s ability to 
integrate, construct, and re-configure internal and 
external resources, and the ability to identify 
opportunities. Some enterprises even have the ability 
to explore and adjust the organizational structure and 
quickly respond to market environment changes 
(Teece et al, 1997；Teece, 2008；Wu, 2010). From the 
viewpoint of the manufacturing industry, enterprise 
resource endowment considerations, including 
marketing, production, technologies, financial 
capacity, and dynamic capability related coordination, 
integration, learning, transformation, and so on all 
affect industry cluster, advertising intensity and 
growth space, producing an effect on the industrial 
structure (Caloghirou, Protogerou, Spanos, & 
Papagiannakis, 2004). 
In a highly volatile environment, opportunities are 
quickly lost, and threats coming from competitors are 
always there. This environmental turmoil reduces 
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enterprises’ capability-based current competitive 
position and potential value, forcing enterprises to 
engage in frequent and complex reform. Hence, 
dynamic capability is given an even more significant 
role (Li & Liu, 2014). In contrast, in the context of 
environmental stability, the strong dynamic capability 
of SMEs in the absence of significant technological 
progress or change with customer preferences may be 
costly and even destructive (Schreyögg & 
Kliesch‐Eberl, 2007). However, Branzei & Vertinsky 
(2006) said that the dynamic capability contributing 
to successful product innovation includes: the 
enterprise’s ability to absorb external knowledge, 
convert it into new and unique capabilities and ideas, 
and then achieve commercialization through 
screening into new or improved products in order to 
gain more ideas. 
 
Higher-order capabilities can change the nature of 
activities and the objectives of an organization, 
providing the flexible nature of strategies, such as 
innovative product market portfolio creation, current 
strategy breakdown, and the use of market forces to 
suppress access and control competitors, as well as 
transferring and replicating core manufacturing 
technologies and configuring the ability to switch 
resources with less resources. Through the creation of 
an isolation mechanism, interworking and 
interconnected resources, and process and functional 
embedding that increase complexity, imitation and 
transfer can be hindered. The higher the degree of 
embedding, the more difficult it is for competitors to 
imitate, thus the more likely it is to maintain 
competitive status or superiority. Compared to 
lower-order competencies, a type of organizational 
competency that relies on low-end functions as the 
bases (such as resources and processes), necessary 
organizational resources for enterprises during 
production processes (such as professional 
knowledge, machinery, raw material) that constitute 
engineering operational competency, combined with 
work organization and supply chain management, 
functional value chain management capability is 
created; or through product development and relevant 
purchase order competency portfolios (such as 
marketing and market detection), enterprises’ 
strategic competency in product portfolio 
management can be created. The strength of SMEs in 
developing dynamic capability affects economic 
performance and in turn affects competitive status 
(Protogerou, Caloghirou, & Lioukas, 2011；Van, 
Volberda, Verwaal & Stienstra, 2012；Wójcik ,2015). 
In the high-speed market industry structure, dynamic 
capability displays different characteristics. It is a 
simple, experience-based, and unstable process that 
relies on fast and innovative knowledge and repeated 
execution, but results are difficult to predict. 
Conversely, traditional dynamic capability depends 
on the complex, detailed, and analytical process of 

existing knowledge and linear execution, which 
derive at predictable results (Eisenhardt & Martin, 
2000). Hence, based on the above literature 
inferences and in the face of a fiercely competitive 
environment, this study concludes that the resource 
applications of SMEs will affect their different 
configuration and strategic development dimensions 
depending on whether or not dynamic capability 
factors are developed. 
 
2.3 Environmental factors 
SME operators must understand the external 
environment in order to choose appropriate strategies. 
Environmental factors are determined by three 
characteristics: (1) the continuous body from simple 
to complex (2) stable or unstable or fast or slow 
occurrences; (3) environmental factors can be 
provided to decision makers to achieve quality and 
obtain useful and rich information (Parnel, Lester, 
Long, & Köseoglu, 2012). Corporate managers, under 
environmental factors of lower simplicity, stability 
and uncertainty, can collect higher quality 
information through monitor and control, enabling 
the enterprise’s ability to accurately predict market 
orientations. Conversely, information that is complex, 
unstable and lacking quality is subject to the 
tremendous impact of environmental factors. 
However, under the unstable environmental factors, 
the process and structure of SME adaptability will 
give enterprises the ability change basic abilities, 
predict market demand changes, and develop and 
integrate new technologies (Wiklund & Shepherd, 
2005；Felin & Powell, 2016). 
 
Therefore, enterprises perceive politics and regulatory 
environmental factors among nations, local 
governments, market contact, marketing ability, and 
other factors to be important factors for developing 
strategic types. At the same time, they can also be 
used to display unit integration consistency and 
adaptability of SMEs (Tan, Weston, & Tang, 2006). 
Ghost & Olsen (2009) stated in their research that 
when an enterprise is subject to effects of 
environmental factors, the manager flexibly weighs 
out the pros and cons in response to market changes 
and adopts different strategic patterns. 
In the competitive homogeneity industry, competitors 
compete with one another in a stable and clear market. 
In a stable environment, the market structure does not 
only involve the adoption of a static capability 
strategy. From the viewpoint of innovative capability, 
under stable environmental factors, despite the 
competitive product market, enterprises will still 
input a great number of innovative technologies as 
well as operational and distribution and sales related 
capabilities in order to gain an edge. This also means 
dynamic capability creation and update is just as 
important as environmental factors in a stable 
environment with uncertainty (Pisano, 2015). 
Therefore, based on the above inferences, the 



International Journal of Management and Applied Science, ISSN: 2394-7926                         Volume-4, Issue-2, Feb.-2018 
http://iraj.in 

A Preliminary Study on Taiwan SMES Strategic Model Classification under Globalization 
 

16 

environment confronting SMEs may be divided into 
two types: stable and unstable. The difference 
between the two will also lead to the pursuit of 
revolutionary innovation as a result of collaboration 
among the units of SMEs and large enterprises in 
order to positively respond to environmental changes. 
The integration results will also give rise to impacts 
from various factors, producing different strategic 
patterns. 
 
2.4 Miles and Snow’s Classification Model  
In recent years, may scholars have incorporated 
dynamic capability and environmental factors into 
Miles and Snow classification models for inspection 
(Miryazdi & Jusoh, 2017；Gumusluoglu & Acur, 
2016). Miles and Snow’s model shows that each 
organization has its own main characteristics, which 
are the result of the actions adopted by the key 
decision-maker and their views of the operating 
environment and determines whether a company is 
active or passive, as it regards the organization and its 
environmental dynamics as a complete and integrated 
system (Gnjidić, 2014). 
 
Lessard, Teece & Leih (2016 a) stated that dynamic 
capability is the core of a company’s global 
competitiveness. It guides enterprises’ resource 
configuration and arrangement. A good strategy will 
be able to diagnose a company’s global plights and 
opportunities and lead the way. A strategic goal 
provides a company with the vision of realizing all 
capabilities. The two-order dynamic function allows 
existing resources to be adjusted and reconfigured 
and new sources to be developed. Examples include 
new product development, new geographic market 
expansion as well as cross-regional product task 
assignment. Low-order capability is essentially a 
general operable ability (such as daily activities, 
management, and basic governance. It allows any 
organization to effectively pursue given production 
procedures or defined sets of activities to some 
extent.  
Lesser, Teece＆Leih（2016 b）believe that dynamic 
capability helps enterprises ensure evolutionary 
adaptability. However, in geographical and 
jurisdictional areas, the realization of evolutionary 
adaptability is different from that of the passage of 
time. Of course, in practice, SMEs are exposed to a 
variety of heterogeneous business environments and 
are associated with them. 
 
Jabnoun, Khalifah& Yusuf（2003） pointed out that in 
consideration to the effect of environmental factor 
uncertainty, it is necessary for an enterprise’s strategic 
change to be in line with the organization and 
environment. Environmental factors play a central 
role in strategy formulation, as they not only affect 
the enterprise’s resource availability and the value of 
capability, but they also affect customer demand and 

the conditions of business competition. 
The study of Ghosh & Olsen (2009) shows that 
managers flexibly and cautiously respond to the 
organizational environment and that it is necessary to 
adopt different strategic patterns when the 
environment is unstable. Sollosy (2013) also pointed 
out that dynamic capability is an important 
predisposing operation in organizational restructuring 
and strategic resources, integrating acquired and lost 
resources, producing new values and creating 
strategies after restructuring. Lin & Wu (2014) said 
when combining resource base and environmental 
factors, strategic decisions will become more 
complex, since resource classification and selection 
are both important. 
Miles & Snow（ 1978） believe that a complex 
interrelated framework may exist among enterprise 
capability, environmental factors, and strategies. 
However, they failed to explicitly simulate the role of 
environmental factors or strategy capability on 
strategic type formation (Hambrick, 2003). The study 
of DeSarbo, Anthony ＆ Sinha（2005）points out that 
dynamic capability and environmental factor are 
essentially related to strategic classification. They 
also understood this interrelated framework is 
important to managers, because it exerts a major 
influence on the performance of strategy business 
units (SBU) (Oyedijo & Akewusola, 2012). In view 
of the above, dynamic capability, environmental 
factors, and Miles and Snow’s adaptive cycle 
concepts are consistent concepts, each of which affect 
each other’s business strategy and deserving of 
integration attempts. Therefore, how dynamic 
capability and environmental factors affect Miles and 
Snow’s classification pattern is explained in Section 3 
in this study. 
 
III. RESEARCH FRAMEWORK 
 
SMEs that expand international markets must take 
into consideration the impacts of the market on 
enterprises in the globalized context. By gaining an 
insight into how dynamic capability and 
environmental factors affect enterprises’ strategic 
classification selection, SMEs will have more solid 
global development opportunities. This study is based 
on the research framework proposed by Johnson et al 
(2013), with Taiwan’s information technology 
industry as the empirical case (as shown in Fig. 3-2). 
After examination, Johnson et al (2013) also cited the 
globalization framework (as shown in Fig. 3-1) of 
Birkinshaw et al (1995). In accordance with the 
scholars’ viewpoints, the research framework 3-3 was 
put forth. Finally, based on the levels of different 
dynamic capabilities and environmental factors, the 
classification matrix was proposed, as shown in Fig. 
4-1. 
 
3.1 Global Integration Model 
Birkinshaw et al (1995) developed a globalization 
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structure from the perspective of large Western 
companies and confirmed that industry-driven factors 
may affect the global integration strategy of Western 
transnational companies. On the other hand, the 
structure-driven factors involve transnational 

integration operations that derive at economies of 
scale, differences in comparative advantage, standard 
market demands, competitive actions, and business 
unit integration, as well as their impacts on business 
performance (as shown in Fig. 3-1). 

 
 

3.2 Taiwan SMEs industry model 
Although Birkinshaw et al (1995) carried out extensive research on global integration strategies, most studies 
focus on large Western transnational companies. Johnson, Arya., & Mirchandani (2013) believe that 
non-Western SMEs under globalization lack adequate attention for global integration strategies. 
Internationalized activities are no longer an exclusive area for large Western transnational companies. In view of 
the natures of special markets and strategic decisions, it is necessary to study the applicability of non-Western 
enterprise expansion and internationalization theories and implement them, targeting whether or not the 
industrial structure determining factors and competition pressure of Western SMEs and non-Western SMEs 
engaged in global industrial competition are interrelated. Therefore, Johnson et al(2013) included the 
cooperation network and the production scale of SMEs as consideration factors, which were extended to derive 
at Fig. 3-2. 

 

 
3.3 Research model 
The study shows that under globalization, the SMEs 
collaboration trend continues to be on the rise. With 
the increasingly strong industrial supply chain, 
common problems faced not only include competition 

from other companies in the same trade, but also the 
effects of accompanying environmental uncertainty. 
Therefore, the integration flexibility and market 
environment perception ability of SMEs are given 
great importance. The purpose of this study is to carry 
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out classification through the framework citation of 
Johnson et al (2013). The development model of this 
study starts from the perspectives of dynamic 
capability and environmental factors in order to 
explore differences in the industrial structure-driven 
forces of SMEs in Taiwan under internationalization, 
which shall serve as the classification basis, as shown 
in Fig. 3-3. The research perspectives are as follows: 
Martins et al (2014) pointed out that the value of 
dynamic capability lies in whether enterprise 
functions create value. At times, dynamic capability 
execution gives rise to a certain quantity of functions, 
but if the value is not greater than that of other 
companies, a scale advantage cannot be produced. 
Teece (2011) believes that due to enterprises’ eroded 
division of labor and outsourcing, companies’ pursuit 
of economies of scale and differentiation has cooled 
down, even to the point of failing to achieve 
economies of scale due to a small market size. 
Conversely, if business resources (such as intellectual 
property rights and branding) that have been realized 
can be put to appropriate uses to enhance value, 
relatively, the pursuit of economies of scale will 
result in constantly squeezed costs. On the contrary, 
the use of resources to establish a comparative 
advantage of interest will help establish and maintain 
the market status. In addition, David (2017) said that 
businesses that leverage core technologies through an 
appropriate and standard platform, interface window, 
and tools will lead to enhanced productivity and 
profiting ability. Schreyögg & Kliesch‐Eberl (2007) 
said dynamic capability approximates competitive 
action. In concept, it means ability not only refers to 
explicit knowledge, but also covers more dimensions 
of an action. Van, Volberda, Verwaal & Stienstra 
(2012) pointed out that businesses’ unit integration 
will facilitate the integration of dynamic collaboration 
competency among relevant units (such as technical 
and production modes), which is conducive to 
companies’ proposition of more diverse and 
innovative product portfolios and operational 
flexibility enhancement. Helfat, Finkelstein, Mitchell, 
Peteraf, Singh, Teece, & Winter (2009) said dynamic 
capability can bring strategic contents and 
performance result chains into the field of strategic 
processes. In other words, dynamic capability can 
affect a company’s economic base, directly linking 
the processes to performance results.  
Conversely, regardless of whether SMEs in Taiwan 
possess the ability to monitor dynamics, the impacts 
of environmental factors must be taken into account 
for factors interfering with enterprises’ strategy 
selection. 
 
Fundão & Castro (2009) said environmental factors 
bring potential opportunities to enterprises’ 
economies of scale, which refer to scale benefits 
brought by geographic coverage. Due to the limited 
business activity region, an alternative media that 
distributes information is the key to the survival of 

companies with the potential to create new markets 
and the ability to see future demands as profits. Smit 
(2010) pointed out that enterprises’ strategies and 
structures, to a large extent, depend on the 
environment at national level. System differences 
exist in business units in different countries, which 
determine the enterprises’ way of competing in the 
countries, ultimately forming a competitive advantage. 
Enterprises need to achieve partial resource 
realization that ensures a sustainable competitive 
advantage, and these resources must be acquired from 
external business environments (Barney 2002). Blind, 
Petersen & Riillo (2017) found in their research on 
innovation that the uncertainty of environmental 
factors will affect businesses’ innovation efficiency. 
Under the change of “high market uncertainty”, 
enterprises commence monitoring at the expense of 
reduced innovative efficiency, while the official 
standard will improve innovative efficiency. Jabnoun, 
Khalifah & Yusuf (2003) said based on the 
perspective of quality standardization that the purpose 
of quality assurance is to have consistent 
requirements and standards for products, services and 
processes. This consistency and standardization are 
realized through system measurement and control in 
order to test special reasons contributing to changes 
in the environmental factors. Therefore, the greater 
the environmental uncertainty, SMEs in the face of 
globalized competition will also have a common 
international standard basis. Organizations must 
understand the constantly changing environmental 
complexity and trend. Some changes come from the 
outcome of external forces; other changes are the 
action results of the organization itself. In particular, 
competitive actions enhance the impacts of 
environmental factors (Pisano, 2015). From action 
learning, the organization must manage change 
smoothly and make changes to technology, processes 
and the framework in order to maintain a successful 
match with the environment. 
 
Nagarajan, Savitskie, Ranganathan, Sen & 
Alexandrov (2013) pointed out that environmental 
factors are one of the response motives in business 
unit integration and cooperation. Under the 
environmental factors, the management level and 
supply chain partners develop an information sharing 
system to strengthen a steady and trust-based 
collaborative alliance. Childerhouse, Deakins, Böhme, 
Towill, Disney & Banomyong (2011) found through 
empirical study that under highly uncertain situations, 
instead of simplifying the value management between 
the company itself and its partners, companies 
actively seek balance between the two sides of the 
supply chain, as deemed most appropriate. 
Aragón-Correa & Sharma (2003) pointed out that 
when the environmental factors are high, enterprises 
may need to input a great deal of resource 
commitment, but the return rate is not equally stable.  
Based on the above viewpoint, the dynamic capability 
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and environmental factors proposed in this study will 
affect the globalization drive capability of SMEs in 

Taiwan. The analysis framework of this study is as 
shown in Fig. 3-3. 

 
 

CONCLUSION 
 
It is necessary for today’s enterprises and 
organizations to handle dynamic and uncertain 
environments. In order to achieve success, enterprises 
must develop strategic awareness. Entrepreneurs need 
to understand the competitive environment changes 
and how to launch. Through perception and 
knowledge of the current strategy and success, the 
ability to actively search for strategies and adapt to 
and find opportunities for improvement in the 
respective business fields, organizations must be able 
to quickly respond to opportunities and obstacles. 
Therefore, in continuation to the framework in Fig. 
3-3, under the impacts of the dynamic capability and 
environmental factors, the SMEs in Taiwan were 
targeted to further develop Miles and Snow’s 
strategic classification model. The classification 
matrix (as shown in Fig. 4-1) developed is described 
below: 
 
4.1 Prospector strategy 
Prospectors continue to seek new market 
opportunities and expand production lines and 
services in order to maintain a favorable competitive 
position, thus they face highly uncertain 
environments. Companies are leader-status based; 
therefore, they emphasize on innovative development 
rather than efficiency. The way these companies 
resolve business problems is by differentiation and 
constant product market expansion at minimum costs. 
Technologies are diverse, flexible and less bound by 
regulations. The way to solve administrative 
problems is through non-centralized control. The 
R&D and marketing departments are robust but lack 
an experience curve, not knowing where to start with 
the planning and resulting in higher costs and low 

efficiency. Performance assessments are determined 
by market share and sales volume. Hence, it is 
necessary to frequently assess dynamic capability, 
coordinate various business activities, and promote 
innovation. Prospectors’ organizations resolve this 
issue through decentralization and hire general 
manager polymath. The management level is low, and 
collaboration with different departments and units is 
encouraged. Therefore, the risk of using this strategy 
is high, because once new products are not accepted, 
it leads to significant losses. (Isoherranen & Kess, 
2011)。Aragón-Correa & Sharma (2003) pointed out 
that as far as enterprises in the face of an uncertain 
environment are concerned, compared to managers in 
less volatile environments, they are more active, 
shoulder greater risks, and adopt more innovative 
strategies. Therefore, under this environmental factor 
situation, the intensive management method is used. 
Organizations often choose selective decentralization 
and deploy innovative strategies. Prakash (2000) said 
the globalization of SMEs imposes pressure on many 
stakeholders, resulting in commercial environment 
uncertainty as well as the growing hospitality of 
regulators, which could lead to new requirements and 
expectations for environmental performance.   
 
This study deems that the prospector strategy falls 
under the pursuit of emerging industries. The 
advantages are attributed to three sources, including: 
(1) technical leadership; (2) being the first to seize 
strategically valuable assets; (3) creating customers’ 
conversion costs. SMEs in the face of global markets 
are bound to be subject to impacts brought by 
environmental factors especially for the innovation 
type of industries. On the other hand enterprises’ 
flexible dynamic capability enables maintenance of 
higher alertness, thus their relatively higher tendency 
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to adopt the prospector strategy. 
Proposition 1: SMEs with a high degree of 
dynamic capability and environmental factors will 
adopt a prospector strategic pattern. 
4.2 Defender strategy 
For companies that adopt the defender strategy, in 
order to protect competitive prices, quality, products, 
and services in the business field, the positioning 
adopted and the method for maintaining production 
lines and services are rather limited. They often 
operate in a stable industry, have objectives and a 
profit margin, and possess professional technologies 
for the field and efficiency, rather than seeking new 
environmental opportunities. Hence, Isoherranen & 
Kess, 2011 said the defender strategy is suitable for a 
low degree of environmental factors. Although the 
defender strategy can be applied in other lines of 
work, in the face of fiercely changing competition 
and environmental adaptability risks, enterprises’ 
dynamic capability is also one of the factors taken 
into consideration by organizations. Therefore, 
monitoring of changes is also a type of control of 
great importance. Through specific professional fields 
and the use, establishment, and standardization of 
technical processes, success can be achieved while 
maintaining low costs. 
This study shows that after SMEs gain a solid 
foothold in the international market, the industry 
begins to reach the maturity stage, having certain 
ability to adapt to environmental factors. Therefore, 
companies’ opportunities are often converted from 
new technology and product development in an 
emerging industry into greater emphasis for 
improvement of existing products and enhancement 
of quality and services. Additionally, through process 
innovation, the focus lies in reducing manufacturing 
costs and improving quality. Therefore, high-order 
dynamic capability involves planning, and the 
internal functions of enterprises are adjusted from 
time to time (including pricing, sales, and post-sales 
services) to enhance sensitivity, hence the greater 
tendency for these enterprises to adopt the defender 
strategy. 
Proposition 2: SMEs with a high degree of 
dynamic capability will take the defender strategy 
pattern. 
 
4.3 Analyzer strategy 
The analyzer strategy is in between the defender 
strategy and the prospector strategy. These companies 
operate based on the premise that products and 
services have been established as well as expectations 
for added products and services. These companies 
have long achieved success in the industry. Therefore, 
analyzers are in a stable environment, but their 
problem is how to maintain the competitive edge. The 
analyzer-type of companies are also known as 
creative imitators that absorb and improve 
competitors’ innovative methods. The analyzer 
strategy helps companies achieve product feasibility 

and prevent excessive investments in R&D. 
Therefore, enterprises need to keep a close eye on 
successful and unsuccessful competitor companies. 
Technical applications are stable and standardized 
while retaining flexibility. Despite the slight 
inefficiency, this portfolio is inclined toward the 
analyzer. Conversely, it is inclined toward the use of 
differentiated competitive strategies. Concerning the 
analyzer strategy, in general, the structural matrix 
form, product processes, and marketing are organized, 
inclined towards company investments and areas of 
focus. The greatest risk encountered by these 
companies is not to achieve necessary efficiency and 
benefits, but to test the performance indicators of 
these companies. The above shows that the analyzer 
type of enterprises is more inclined towards static 
capability, seeking flexible balance in the known 
environment (Isoherranen & Kess, 2011). 
Enterprises that adopt this strategy seek development 
in a stable market environment and establish a set of 
standard mechanisms in the industry. Therefore, the 
dynamic capability applications fall under a lower 
order, but monitoring ever-changing environmental 
factors becomes even more important. By 
determining the feasible conditions, possible risks 
faced by enterprises can be minimized. Therefore, 
enterprises are usually inclined towards the analyzer 
strategy. 
Proposition 3: SMEs with a high degree of 
environmental factors will take the analyzer 
strategy type. 
 
4.4 Reactor strategy 
In terms of the industries, mechanisms, and processes, 
the reactor type has no uniform plan to adapt to the 
competitive market. A typical method points out it is 
the means taken by a company under competitive 
stress who is compelled to prevent loss of important 
customers or maintain profits. It is usually 
unfavorable for the company organization, as it is a 
defender and analyzer protected market beyond the 
prospector attacker’s reach. The reactor usually 
encounters such a situation due to specific strategies 
concentrated on the leader and resulting in setbacks, 
the contradiction between their chosen strategy and 
organizational structure, or failure to adapt to new 
competitive environments. Isoherranen & Kess, 2011 
also said the reactor type of organizations have no 
systematic structure, execution force, or structure, 
performing inconsistent and unstable actions. They 
are not ready to cope with changes in the business 
environment. Tan, Weston & Tang (2006) also 
pointed out that the reactor type passively responds to 
pressure coming from the environment. 
The above argument shows that the reactor strategy 
type of enterprises is faced with passive 
environmental factors, possibly because many small 
companies are drawn to them due to the absence of 
entry barriers, thus lacking or being devoid of 
economies of scale. For the capability part, it falls 
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under static capability that the management level is 
only willing to maintain the current strategic and 
structural relationship, without seeking additional 
resources to change the current situation. 
Proposition 4: SMEs are not affected by 
interferences from dynamic capability and 
environmental factors, therefore they adopt the 
reactor strategy. 
Based on the above inferences, the compiled 
classification matrix in Fig. 4-1 is described below. 
This study shows that high-order dynamic capability 
enables enterprises to devise strategies and provide 
strategic flexibility; low-order /dynamic capability 
can only accommodate enterprises’ daily internal 
operational processes.  Conversely, in highly 
uncertain environmental factors, the environmental 

complexity is greater. Thus, enterprises must be extra 
cautious when observing environmental changes and 
adjusting their strategy. For environmental factors 
with a low degree of uncertainty, enterprises will be 
exposed to a mild market, thus the relatively lower 
degree of change. Therefore, the adjustment of 
dynamic capability in a high degree of environmental 
factors is beneficial to the prospector strategy (P) type 
of enterprises; the adjustment of dynamic capability 
in a low degree of environmental factors is more 
suitable for the defense type of enterprises (D); the 
static dynamic capability in a high degree of 
environmental factors is more suitable for the reactor 
type of enterprises (R); and stable dynamic capability 
in a low degree of environmental factors is more 
beneficial for the analytic (A) type of enterprises. 
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