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Abstract

Innovation is becoming more and more important for China economies, and
small and medium enterprises( SMEs) play a critical role in the innovation activ-
ities for the economic growth of China in the recent business environment. From
this point of view, it is valuable to study the general rule of SMEs’ innovation
behavior, furthermore, the factors affecting innovation should be paid more at-
tention. The listed companies in China’s growth enterprise market provide an ex-
cellent research sample for the study of China’s SMEs, as these companies are of
typical characteristic from SMEs, and they usually undertake lots of innovative
activities. Consequently, this book uses the listed companies in China’s growth
enterprise market to study China’s SMEs” innovation behavior.

In the recent literatures of firm’s innovation, the conceptual framework is
often based on the Schumpeter Hypothesis, and view the firm size, market
structure and characteristic of property rights as the determining factors to ex-
plain the firm innovation. However, most of SMEs have the similar firm size,
confront of the same market environment, and are of the same characteristic of
property rights, but firms are of obviously different innovation behavior. In other
words, from the theoretical logic these factors could not be the crucial variables
to analyze the innovation of SMEs. Naturally, the question “ Why these SMEs
with so much of the same characteristics demonstrate different innovation behav-
ior?” becomes the studying focus of this book.

The resource-based theory provides a new analytical view in the competitive
strategy, and this theory argues that the resources of a enterprise determine its
competitive strategy. If the innovation activity is considered as a type of strate-
gy, it should be ruled by the theory of competitive strategy, or specifically, the

resource-based theory. This book gives a new conceptual framework based on
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the resource-based theory to analyze the factors affecting firm’s innovation, and
provides three concepts to explain the innovation advantages, namely independ-
ent technological knowledge resource, systematical technological knowledge re-
source, and demand information resource. Also, the competitive pressure has
been analyzed in the conceptual framework. Based on the theoretical analysis
and some other literatures, the measurement of the variables in the conceptual
framework has been studied, and with this measurement, the data from the lis-
ted companies in China’s growth enterprise market is collected. The empirical
research shows five important conclusions.

First, the innovation vitality is of positive correlation with the degree of in-
novation. Second, the independent technological knowledge resource and sys-
tematical technological knowledge resource both have the positive effect on the
innovation vitality and the degree of the innovation, but as for the degree of in-
novation, the independent technological knowledge resource have more
effect. Third, the demand information resource have positive effect on the inno-
vation vitality, but it is not significant on the degree of innovation. Fourth, the
competitive pressure have positive effect on the innovation vitality, and it posi-
tive moderates the independent technological knowledge resource and systemati-
cal technological knowledge resource on innovation vitality, and correlates with
the degree of innovation in the U shape way. Fifth, the control variables in the
empirical model shows that, in the sample of this paper the firm size and the
characteristic of property rights are of no significant effect on the enterprise inno-
vation, and this conclusion refutes the Schumpeter hypothesis to some extent.

Finally, this book analyzes the result of the empirical study, and points out
the theoretical contribution and the practical meanings before introducing the

limitations and further research work.

Key Words: The listed companies in China’s growth enterprise market;
innovation advantages; resource-based theory; independent technological
knowledge resource; systematical technological knowledge resource; demand

information resource; competitive pressure
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