
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 
 

81 

A PRELIMINARY STUDY ON TAIWAN SMES STRATEGIC MODEL 
CLASSIFICATION UNDER GLOBALIZATION 

 
1CHENG-HUA WANG, 2WEN-YA TSAI 

 
1Cheng-Hua Wang, Graduate School of Business and Operations Management, Chang Jung Christian University, Tainan, 

Taiwan. No.1,Changda Rd.,Gueiren District, Tainan City 71101, Taiwan(R.O.C.). 
2Wen-Ya Tsai, Graduate School of Business and Operations Management, Chang Jung Christian University, Tainan, Taiwan. 

No.1,Changda Rd.,Gueiren District, Tainan City 71101, Taiwan(R.O.C.). 
E-mail: 1huager@mail.cjcu.edu.tw, 2yatsai@hotmail.com 
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capabilities affect the global integration SMEs, with the globalization model proposed by Johnson et al and the further 
adopting the classification pattern of Miles and Snow. Finally, an active contribution was made on how the environmental 
factors and dynamic capabilities affect the strategic classification pattern. 
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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 [5]。Reference 
[23] 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. 
 
Reference [16] 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. 
 
Reference [2] 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. In view of the above, the 
enterprise globalization trend has led to Taiwan’s 
SMEs facing threats and dilemmas, of which 
environmental factors and 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 
reference [16] and the further adopting the 
classification pattern of Reference [21]. Finally, an 
active contribution was made on how the 
environmental factors and dynamic capabilities affect 
the strategic classification pattern. 

 
II. LITERATURE REVIEW 
 
2.1 Industry Structural forces 
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 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. 
Therefore, Reference [2] proposed the model 
structure of global integration, which can be provided 
to enterprises faced with plights and opportunities 
when predicting enterprises’ global integration; 
Reference [16] 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 
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literature review below, how the content of the 
structural force affects SMEs is elaborated. 
 
2.1.1 Economies of scale 
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 to expand their production technologies [16]. 
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.  

 
2.1.2 Differences in comparative advantage 
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 [17]. 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 [18]. 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 [3]. 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 
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 [20]. In view of the 
above, competitive actions are conducive to the 
impact of dynamic capability on performance as 
determined by SMEs. This also means a competitive 
action helps alleviate resource-based competitive 
strengths. 
 
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 [9]. Reference [10] 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. 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 
Reference [23] 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. 
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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 
[30][32]. 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 [4]. 
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 [11]. 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 [25]. 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 [12][34]. Therefore, based 
on the above inferences, the 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 
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. Reference [29] 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. 
Reference [19] said when combining resource base 
and environmental factors, strategic decisions will 
become more complex, since resource classification 
and selection are both important. According to 
reference [8], 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). 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 reference 
[16], with Taiwan’s information technology industry 
as the empirical case (see Fig. 3-2). After 
examination, reference [16] also cited the 
globalization framework (see Fig. 3-1) of reference 
[2]. 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 
Reference [2] developed a globalization structure 
from the perspective of large Western companies and 
confirmed that industry-driven factors may affect the 
global integration strategy of Western transnational 
companies (see Fig. 3-1).
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3.2 Taiwan SMEs industry model 
Non-Western SMEs under globalization lack 
adequate attention for global integration strategies.  
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, reference [16] 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 purpose of this study is to carry out classification 
through the framework citation of reference [16]. 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: 
Reference [31] 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 branding) 
that have been realized can be put to appropriate uses 
to enhance value, and the use of resources to establish 
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a comparative advantage of interest will help 
establish and maintain the market status. In addition, 
Reference [7] 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. Reference 
[27] 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. Reference [33] pointed 
out that businesses’ unit integration will facilitate the 
integration of dynamic collaboration competency 
among relevant units, which is conducive to 
companies’ proposition of more diverse and 
innovative product portfolios and operational 
flexibility enhancement. Reference [14] said 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. Reference [13] said environmental factors 
bring potential opportunities to enterprises’ 
economies of scale. Reference [28] pointed out that 
enterprises’ strategies and structures, to a large extent, 
depend on the environment at national level. 
Enterprises need to achieve partial resource 
realization that ensures a sustainable competitive 
advantage, and these resources must be acquired from 
external business environments [1]. Reference [15] 

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. 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. In particular, 
competitive actions enhance the impacts of 
environmental factors [26]. 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. Reference [22] 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. Reference [6] 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. Based on 
the above viewpoint, the dynamic capability 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 
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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: 
 
1. Prospector strategy 
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 
to adopt the prospector strategy. 
Proposition 1: SMEs with a high degree of dynamic 
capability and environmental factors will adopt a 
prospector strategic pattern. 
 
2. Defender strategy 
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. 
 
3. Analyzer strategy 
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. Reactor strategy 
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 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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