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Influence of Multiple Institutional Logics on the Upgrading of SMEs Toward
Specialization and Sophistication
LOU Xiaoting, ZHU Zuping, HUANG Ruogu, RUAN Rongbin
(Fuzhou University, Fuzhou 350108)

Abstract: The integration of digital technology in industries and the constant advance of science and
technology incentivize enterprises to pursue rapid production and agile management. Consequently, small and
medium-sized enterprises ( SMEs) often encounter the dilemma of prioritizing either speed and efficiency or
specialization and meticulousness. Facilitating the development of regional SMEs toward specialization and
sophistication through the coordination of multiple institutional logics is a practical problem in the field of innovation
research for SMEs. Therefore, this paper draws on the theory of institutional logic and uses the fsSQCA method to
analyze the relationship between multiple institutional logics and the upgrading of China’ s SMEs toward
specialization and sophistication from a configurational perspective.

The results are as follows. (1) The dominant logic driving the upgrading of China’s SMEs toward specialization
and sophistication is the co-existence of policy, market, technology and culture logics. (2) Two configurations,
policy-market-technology driven and technology-led with weak cultural support, can generate high levels of
specialization and sophistication. The former focuses on the synergy of inclusive finance, industrial agglomeration,
and innovation investment. In contrast, the latter is more concerned with the dominant role of innovation investment
in the absence of culture logic. Both configurations leading to the non-high level of specialization and sophistication
show the absence of the core logic of policy, market and technology. It indicates that upgrading SMEs towards
specialization, refinement, uniqueness and innovation involves strengthening the techno-economic links with leading
enterprises upstream and downstream of the industrial chain through the reciprocity of government and the market.
Additionally, it requires increasing the penetration and integration of digital technology into manufacturing.
(3) There is heterogeneity in upgrading SMEs toward specialization and sophistication in China’ s eastern, central,
western, and northeastern regions.

These results provide theoretical references and practical inspiration for the incubation and development of
SMEs toward specialization and sophistication in different regions. This paper explores how synergies and
complementarities among the logics of policy, market, technology, and culture affect the upgrading of SMEs toward
specialization and sophistication, providing valuable insights into the existing research. It is suggested that
governments should leverage the strengths of local industries and develop a specialized plan to train SMEs toward
specialization and sophistication. They should also strengthen the strategic leadership of innovation in upgrading
SMEs, and clarify development priorities and directions in the local market. Managers of SMEs should introduce
advanced management concepts and methods, actively participate in the division of labor in the industrial chain,
and focus on industry-university-research cooperation. Such efforts will enable SMEs in the industrial chain to
upgrade through collaborative innovation.

Keywords: specialization and sophistication; small and medium-sized enterprise; institutional synergy;

institutional logic; innovation in small and medium-sized enterprise
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