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ABSTRACT 

As market competition intensifies, the awareness of own-brand construction becomes more 

and more important for Chinese SME Manufacturers. Brand’s comparative advantage is a 

reflection of the overall competitiveness of a business. Enterprise’s innovation capability, 

product and service quality, business integrity and culture have strong influences on enterprise 

branding. High quality enterprise brand is based on the brand goodwill (customer loyalty) 

from corporate social responsibility undertaken by the business, which in turn becomes the 

cornerstone for enterprise sustainable development. The relationship between brand and 

enterprise sustainable development is mutually interdependent, mutually constraining and 

co-exist. The brand quality affects the development of an enterprise. Good brand has market 

leadership. Enterprise development goes hand-in-hand with brand competition. Brand helps 

enterprise profound.  

Guided by qualitative case analysis and taking five Chinese SME manufacturers as examples, 

this thesis mainly adopts explanation building analysis method and uses auxiliary logic 

models and cross-case analysis. Under the premise of defined propositions and hypotheses, 

the author discusses the correlation or causality between brand and enterprise sustainable 

development in a deductive method. The author verifies the proposed theories (hypotheses) 

through collection, statistics and analysis of materials and explains various relationships 

among concepts, phenomena found in individual cases and their causes through verification or 

falsification of hypotheses. Case study is very applicable for EDBA. Firstly, the author makes 

a holistic inquiry about the case by using his abundant management experience and draws an 

inductive conclusion. Then, the author thinks that multiple case study may provide a better 

basis for discovery of theory and universal application. 

Belonging to multiple case study, this study takes Chinese SME manufacturer as samples and 

objectives and selects typical enterprises (with their annual income exceeding 100 million 

Yuan, holding an own-brand for more than a decade and taking a market share of more than 

20% of the total) to conduct within-case analysis and cross-case analysis. Case data sources 

include field note, archives, interview, observation, participant observation and physical 

evidence. This study will apply different kinds of data sources for mutual complementation 

and mutual corroboration, leading to an effect similar to triangulation, so as to improve the 

availability, validity and reliability of conclusions of the case study. Finally, since case study 

is a kind of empirical social studies, the author evaluates the normalization and preciseness of 

case study by construct validity, internal validity and external validity and reliability. 
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Core discoveries of this research include as follows: 

1. Quality is an important internal factor of a brand. Quality is the basis of creating 

famous-brand products and services. Chinese-made products and services have lower 

quality reputation compared to international famous-brand products or services. With 

advances in technology, intensified market competition, and changes in consumer 

demand, the concept of quality continues to evolve and develop. Product quality has more 

rich content, including the product's functions, features, reliability, service satisfaction 

and many other aspects.  

2. Technology is an important internal factor for sustainable development of an enterprise. 

Technical innovation is the most direct and efficient way for brand construction. The 

enterprise's investment in science and technology is the foundation of brand quality and 

comprehensive competitiveness. The formation of quality depends on technology and 

knowledge accumulation. A brand that has higher levels of technology and knowledge 

accumulation has higher technology content. Also, enormous scientific and technological 

strength will support the enterprise to unceasingly develop or research new brands or 

products. 

3. Innovation is an important internal factor for enterprise competitiveness. Innovation, 

especially constant innovation, is a significant issue an enterprise is facing. Among which, 

technical innovation, management innovation and innovation of business models are 

undoubtedly important factors that can influence competitiveness and sustainable 

development of an enterprise. Innovation has been the only way for transformation and 

upgrading of Chinese traditional industries. Chinese enterprises must depend on 

innovation for standing out from the crowd in global competition. 

4. Market share is an important internal factor for brand competitiveness. Brand 

competitiveness refers to the power a brand shows in fierce competition, which is 

different from or superior to that of other competitors and supports its own sustainable 

development, so as to improve its ability to obtain market share and valuable profits. A 

competitive brand doesn’t necessarily have valuable profits but surely has market share.  

5. Brand competitiveness and enterprise competitiveness are major regulating factors. Brand 

competitiveness is a regulated variable for sustainable development of a brand and 

enterprise. A good brand couldn’t always ensure sustainable development of an enterprise. 

It also needs brand competitiveness for creating value for an enterprise. Therefore, only a 

competitive brand will provide impetus for an enterprise’s sustainable development.  
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6. Brand and enterprise sustainable development supplement each other and influence each 

other. There is a close relationship between them. Brand is a guarantee of quality and a 

basis for reputation. A firm doing well in brand will greatly improve its capacity of risk 

resistance, financing, reputation based on social responsibilities and sustainable 

development. Sustainable operation ability is the best explanation for brand 

competitiveness. Sustainable operation and innovation are the source of vitality of an 

enterprise brand. An enterprise can’t sustainably develop without construction of its brand 

and technological and management innovation. What counts for brand construction is 

quality assurance and enterprise credit. What’s more important is stability of core 

backbones and employees. 

The author integrates discoveries and inspirations from this research to help government, 

entrepreneur and scholar to understand the relationship between brand and enterprise 

sustainable development in order to improve SME manufacturers’ awareness of brand 

construction and value and put forward suggestions for brand construction planning, brand 

value management and other government policies, management decision and future research 

direction. Finally, the author states the mechanism of research methods, points out their 

obvious features, and evaluates their advantages superior to previous methods. In addition, the 

author also explains the deficiencies of the research methods, especially some uncontrollable 

experiment conditions, and obvious disadvantages. The author thinks this research still has 

several inadequacies and wishes other scholars and researchers to further complete relevant 

topics. 

Key Words: SME MANUFACTURER, BRAND, BRAND VALUE, BRAND 

COMPETITIVENESS, ENTERPRISE SUSTAINABLE DEVELOPMENT 
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Chapter I: Introduction 

1.1 Research background 

Compare to full-automation and total quality management in the US & Europe, Chinese 

Manufacturers are leveraging on the low labor cost and regional market as their comparative 

advantage. Most of the Chinese SME Manufacturers are short-term oriented, and lack of 

long-term planning. As a result of constraint in capital and resources, in addition to lack of 

brand value understanding, Chinese SME Manufacturers are facing the following issues in 

own-brand construction: 

 (1) PriceWaterHouse’s (PWC) in its 2011 Chinese Enterprise long-term incentive research 

report shows that Chinese Enterprise has on average 2.5 years life span. Some Chinese SME 

Manufacturers wants to construct own-brand but facing the problems of small scale, lacking 

capability, lose management, capital constraint, talent shortage and culture hurdles. As a result, 

Chinese SME Manufacturers have generally limited investment and maintenance in 

own-branding. Firms that successful to transform from subtracting-brand production to 

own-brand development are handful. 

 (2) Brand construction and maintenance require long-term investment. Besides capital 

investment, brand construction and maintenance also require continuous innovation, public 

relationship, corporate culture, quality assurance and integrity in operation. In fact, many 

Chinese SME Manufacturers are still relying on subcontracting works for foreign brand, 

which only requires simple management and cost accounting, low-end labor structure and 

limited capital investment. Research & Development (R&D), production skills, raw and 

auxiliary materials and some working capital are supplied by the subcontractor. This has 

resulted in some Chinese SME Manufacturers unwilling to spend time and resources in 

constructing and maintaining own-brand. Most Chinese SME Manufacturers are lack of 

awareness and motivation in brand management.  

 (3) Apart from brand awareness and construction capability, Chinese SME Manufacturers 

also facing many other issues. From micro perspective, to construct and maintain own-brand, 

Chinese SME Manufacturers need to continue the innovation in R&D, production technology, 

product quality, management policy and operation model. Enterprise innovation needs 

accumulation in talent, capital, knowledge and technology, which is a choke point Chinese 

SME manufacturers are facing. 

From macro perspective, Chinese SME Manufacturers are facing the issues of lack of a 
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healthy and supportive business environment, irresponsible media reporting, lack of 

enforcement in intellectual property right by Government, limited risk management capability 

in dealing with corporate goodwill infringement, absence of a society reputation system and 

non-brand preference by rural consumers. All these have resulted in Chinese SME 

Manufacturers do not have motivation and capability in brand construction and maintenance.  

1.2 Issues from management practice 

In 2009, Business Week identified 15 Chinese Brands among the world top 500 global brands. 

Only 6 Chinese enterprises are ranked among the top 200 global brands, which include China 

Mobile (63), CCTV (65), Haier (104), Lenovo (129), ICBC (198) and State Grid (199). 

Among the 6 Chinese enterprises, 4 are stated-owned. In other words, in the free competition 

market, only Haier and Lenovo are qualified as global brand. Good brand must have strong 

brand competitiveness. In 2012, the China Academy of Social Science (CASS) and China 

Academy of Marketing Brand Management Committee collectively published the China 

Enterprise Brand Competitiveness Index Report. The Report includes detailed analysis of 16 

industries from 4 different perspectives, i.e. overall competition environment, the index 

ranking, the index assessment and brand value ranking. The industrial brand competitive was 

analyzed regionally. The ranked enterprise brands were assessed based on 4 dimensions which 

are financial performance, market competitiveness, brand development potential and 

consumer supports. The Report also provides recommendation on how to improve brand 

competitiveness in different industry.  

At the press conference of China Enterprise Brand Competitiveness Index Report publication, 

the Economy Division head of CASS, Mr. CHEN Jia-gui provided an important perspective 

on the China economy development, structure upgrade and national branding strategy. Mr. 

CHEN opined that Chinese economy becomes globally important and influential, more and 

more Chinese Enterprises are playing an important role in the world economy development. 

As Chinese economy becomes a key component of world economy, brand competition is 

becoming more international and intensive. Brand is becoming a key to business success, a 

weapon in market competition and a symbol of national economy power and development 

potential. Chinese Enterprises need to enhance the brand competitiveness in order to response 

to challenges and competition from MNCs (Multinationals), transforming from China Made 

to China Develop. Chinese own-brand development is weak, compared to its importance in 

the world economy. China has over 100 thousands of new brands every year, but the brand 

life span is less than 2 years, on average. Due to lack of supporting core technology and 
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intellectual property right, the value add of own-brand is low, constituting less than 20% of 

GDP values. As no differentiation among brands, the brand becomes a symbol or logo. 

Empirical studies show that Chinese enterprises’ brand competitiveness and strategic banding 

management have no standard and sustainable references. Therefore, it is imperative to 

develop a scientific, objective and systematic approach to enhance brand competitiveness of 

Chinese Enterprises. What’s the problem in Chinese brand competitiveness? 

ZhANG Shi-xian (2007) summarized the 8 critical issues in Chinese brand competitiveness, 

include lacking in influential brand, continuous spending support, innovative capability, risk 

resilient power, financing potential as asset, industrial consolidation command, international 

influential, and sustainable development. According to Mr. CHEN Jia-gui, although Chinese 

enterprises are undergoing a rapid development, there are only a limited number of Chinese 

global own-brands in the market (Huawei, Haier, Lenovo and BYD). However, most Chinese 

enterprises are rather follow the flows in brand construction, and therefore unable to make 

effective brand image and exploit the full potential of brand power. In recent year, many good 

quality private brands have been acquired by foreign brands via Merger & Acquisition (M&A) 

activities and slowly retire from the market. For example, Gillet acquired NanFu battery, 

France SEC acquired Shanghai HongXin and Zhejiang Supor home appliances manufacturer, 

Unilever acquired ZhongHua toothpaste and Nestlé acquired TaiTaiLe culinary, Johnson & 

Johnson acquired DaBao body lotion, etc. The Chinese brand construction is becoming a 

national issue, and the brand competitiveness development is a key to Chinese Enterprise 

international competition success. Why does the author research enterprise brand 

competitiveness and enterprise sustainable development which are seemingly isolated but 

closely related with each other? 

Although there are many researchers conducted in brand and brand values by domestic and 

foreign scholars, the research domains of brand and enterprise sustainable development are 

isolated. Many research confirmed that brand reflects the overall capability of enterprise 

sustainable development, but systematic research on the relationship between brand and 

enterprise sustainable development is lacking. Competitiveness Brand index (CBI) can reflect 

the unique power of a brand in gaining comparative advantage and leading the enterprise 

development. However, there are many factors influencing enterprise sustainable 

development, such as product quality, production technology, corporate culture, management 

and planning, market propositioning, strategy execution and risk management.       From 

the perspective of sustaining the business, brand can help enterprise in risk resilient, crisis 

management and talent concentration. Mr. JIN Bei gave an example about his understanding 
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of brand, “CCTV disclosed the food quality issue of McDonald in China on March 15 

(International Day for Protecting Consumers' Rights). Although there are some short-term 

negative publication effects, overall impacts do not affect McDonald to continue business in 

China. If it happens on a Chinese enterprise, the Chinese Enterprise probably cannot survive.” 

This is the power of powerful brand. Therefore, a research using a grounded theory approach 

and case study method to study the Chinese SME Manufacturers values proposition and 

own-brand construction is interesting and important. Performing a qualitative analysis on the 

independent variables and moderators of brand competitiveness can find new insights and 

some suggestions to Chinese entrepreneur as to how to improve brand competiveness and 

sustainable development. 

1.3 Research objectives and values 

Chinese SME manufacturer’s brand and sustainable development relationship study can help 

government, entrepreneur and scholars to advance the understanding of brand and enterprise 

development. The research result can help government understand the situation and issues in 

brand construction and enterprise development faced by Chinese SME manufacturer. This 

provides a new perspective to the government in terms of social resources consolidation, 

Chinese own-brand construction and incentive/guidance to enterprise development. Through 

studies and analysis of the brand and enterprise development, entrepreneurs can discover their 

advantages and disadvantages in own-brand construction and operation, so that they can be 

targeted at cultivation and utilization of brand assets and improve brand competitiveness and 

enterprise vitality. This research also help Chinese SME manufacturer to enhance awareness 

of brand construction and value, rationally invest in brand construction in terms of resources 

and cost, reasonably plan and manage brand values, investment, assessment, categorization, 

choice, direction, construction, extension, evolution and other important decisions in different 

stage of enterprise development. Finally, scholars can understand Chinese SME manufacturer 

issues and current development through brand competitiveness index and therefore develop 

more in-depth empirical research topics and scope.  

1.4 Structure of this paper 

This study is divided into six parts: 

Part I: Introduction. Mainly introduce the current background of issues stated, relevant 

theoretical vacancy and problems proposed to resolve, discuss the expected objectives of the 

research and adopted methods and at last explain logical frame, technical route, specific 

research contents, proposed innovation points and potential contribution. 
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Part II: Literature review. Systematically elaborate existing research results related to the 

development of domestic and foreign brands, enterprise competitiveness and sustainable 

development, mainly involving Chinese SME manufacturer development, enterprise brand, 

enterprise brand competitiveness and concept definition, mechanism analysis, evaluation 

system, models and methodology of enterprise sustainable development, from which 

revelation was obtained and deficiencies were found. For imperfect theoretical explanation 

about Chinese SME manufacturer brand, brand competitiveness and enterprise sustainable 

development, the author points five latest research directions.  

Part III: Core thought of the explanatory case study. Put forward core study issues, 

corresponding core theories, and theoretical framework and research hypotheses. Guided by 

qualitative case analysis and taking five Chinese SME manufacturers as examples, this paper 

mainly adopts explanation building analytical method and uses auxiliary logic models and 

cross-case analysis. For example, the author’s theoretical proposition (theoretical hypothesis) 

is that brand competitiveness can help an enterprise to improve and extend its enterprise 

vitality. Under the premise of defined propositions and hypotheses, the author discusses the 

correlation or causality between brand and enterprise sustainable development in a deductive 

method. The author verifies the proposed theories (hypotheses) through collection, statistics 

and analysis of materials and explains various relationships among concepts, phenomena 

found in individual cases and their causes through verification or falsification of the 

hypotheses. 

Part IV: Methodology. Elaborate research design, theories and encoding to be adopted for case 

study. Firstly, the author elaborates that case study is very applicable for EDBA and makes a 

holistic inquiry about the case by using his abundant management experience to draw an 

inductive conclusion. Then, the author thinks that multiple case study may provide a better 

basis for discovery of theory and universal application. After that, the author elaborates why 

this study belongs to explanatory case study and is to explain the relationship between brand 

competitiveness and enterprise sustainable development through practical Chinese SME 

manufacturer case study. Belonging to multiple case study, this study takes Chinese SME 

manufacturers as samples and objectives and selects typical enterprises (with their annual 

income exceeding 100 million yuan, holding an own-brand for more than a decade and taking 

a market share of more than 20% of the total) to conduct within-case analysis and cross-case 

analysis. Case data sources include field note, archives, interview, observation, participant 

observation and physical evidence. This study will apply different kinds of data sources for 

mutual complementation and mutual corroboration, leading to an effect similar to 
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triangulation, so as to improve the availability, validity and reliability of conclusions of the 

case study. Finally, since case study is a kind of empirical social studies, the author evaluates 

the normalization and preciseness of case study by constructing validity, internal and external 

validity and reliability. 

Part V: Case study. The author describes case analysis procedures and corresponding 

understanding and diagnosis, internal case and cross case discoveries. This research adopts 

five cases in total (enterprises the author and his EDBA classmates working with) as research 

objectives. In within-case analysis part, the author explains basic situation of the sample 

enterprise, its market analysis in the industry, history, operation status, key development 

history, brand construction concept and development path, core concept of enterprise 

sustainable development, the relationship between brand and sustainable development and 

theoretical framework argument and supplement reflected by sample enterprises. In cross-case 

analysis section, the author mainly describes cross-case common and special discoveries and 

inspirations. 

Part VI: Research conclusion and management inspirations. Discuss results of case analysis 

and limitations and give advice about future research directions. This paper firstly concludes 

all researches herein and potential contributions. Then based on theories analysis and 

empirical study results, it puts forward management inspirations of practical significance in 

terms of technical innovation, enterprise core competency, enterprise brand positioning, brand 

competitiveness, brand assets, enterprise sustainable development as well as policy advice in 

terms of three-in-one enterprise brand building by government, enterprise and academy, 

sustainable development engineering, regarding brand construction as the new path for 

transformation and upgrading of Chinese SME manufacturers and taking China Develop and 

Chinese brand as future development theme of China’s economy. Finally analyze problems 

existing in this research and define the development trend of future research and further 

research area. 
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Chapter II: Literature Review 

2.1 Research of small and medium manufacturing enterprises  

SMEs (Small and Medium Enterprises) have a relatively small economic unit in terms of 

employee, assets and operations scale size in their respective business and industry. Such 

companies usually funded by a single person or a few people, with relatively small number of 

employees and turnover. The business is mostly directly managed by the owners and is less 

subject to outside interference. 

Different countries, different stages of economic development and different sectors have 

different definition of SMEs. The definition and standard for SMEs also evolve with the 

economy development and society dynamics. Most states generally apply qualitative and 

quantitative definition of SMEs. Qualitative indicators include corporate form of organization, 

financing method and the status in the industry. Quantitative indicators include number of 

employees, amount of paid-in capital, total assets, etc. Quantitative indicators are more direct, 

objective and easy to obtain data. Most countries use quantitative indicators to define SMEs. 

For example, US Congress in 2001 introduced the US Small Business Act for the definition of 

SMEs for the number of employees less than 500 people. The United Kingdom and the 

European Union are also using the quantitative indicators, with qualitative indicators as 

supplement. 

In China, the standard and definition for SMEs is based on SME Promotion Law of People's 

Republic of China and the Several opinions of State Council on further promoting the 

development of SMEs (Guo Fa [2009] No. 36). With the enactment of these provisions, it 

defines SMEs with a clear type for the improvement of the enterprise system and collection 

standards. July 4, 2011, the Ministry of the four departments jointly issued the Standard 

definition for SMEs. SMEs are divided into three sizes of SMEs, i.e. medium, small and mini, 

according to specific criteria of employees in enterprises, operating income, total assets and 

other indicators in relation to the industry characteristics. Industrial class firms with 

employees of less than 1000 or operating income of less than 40 million Yuan are defined as 

SMEs. Firms with more than 300 employees or operating income of more than 20 million 

Yuan are considered as Medium size SMEs; Firms with more than 20 employees or operating 

income of more than3 million Yuan are considered as Small size SMEs; Firms with less than 

20 people or business income less than 3 million Yuan are considered as Mini size SMEs.  
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2.1.1 China SMEs operating issues 

In recent years, due to the increase of costs for labor, capital, raw materials, land, resources 

and environment and RMB appreciation in general, China has been gradually losing the 

competitive advantages of low-cost operations. It’s becoming more difficult to continue 

relying on the cost economy-driven and operate in the low end of the global industrial chain. 

SMEs are becoming increasingly difficult to do business, especially in the facing competition 

from re-industrialization in some developed countries. SMEs are facing big challenges.  

In fact, SMEs are facing difficulties in industrial production due to traditional manufacturing 

profits are slowing offset by the rising costs. Since the reform and opening up, China's 

economy has maintained rapid growth, including the transfer of rural labor and the rising 

proportion of the labor force, which not only provides adequate labor supply for China 's 

economic development , but also to ensure that the high savings rate by increasing the capital 

stock. However, this growth momentum starts weakening since 2010. After 2010, China's 

southeast coast cities facing serious issues of the low-skill labor supply shortages.  

Manufacturing badly hit by the labor shortage. Many traditional high population and labor 

export provinces such as Hunan and Henan also facing issues of labor shortage.  

SMEs are playing an important role in the national economy by providing distributed and 

high coverage employment needs in local economy. It is gradually becoming the main force in 

the development of social productive forces, a dominant position in the rural economy and 

key partners to many large enterprises.  

(Data source: ZHANG Mo-nan (2013), Small sized enterprise should “respond the world with 

global resources”, September 13, 2013, http://www.cs.com.cn) 

2.1.2 China SMEs operation specification 

1) Due to small size, labor, financial, material and other resources are relatively limited, 

SMEs are neither able to operate a variety of products to diversify risk nor engage in the 

mass production of product to compete with large enterprises. In such case, SMEs often 

invest its limited labor, financial and material resources in small markets that were 

ignored by big business. SMEs focus on production in small batches and continuously 

improve product quality and productivity, in order to get a firm foothold in the market 

competition and better development. 

2) Large companies are often difficult to meet individual demand in the market for limited 

quantities. As individuals, most SMEs have shortcomings such as single line of business, 
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limited production capacity, but from an overall perspective, they are close to the market 

and customer with flexible mechanism, quick response and other management advantages 

thanks to their large volume, numerous branches, broad industry and geographical 

distribution coverage. Therefore, they’re apt to various and ever-changing consumer 

demands.  

3) Small and decentralized production provides unique and favorable conditions for the 

development of small and medium enterprises. Based on new technological revolution, 

many founders of SMEs were previously technical personnel of large enterprises and 

institutes or university professors. They often act as managers, owners and creators and 

can immediately put new technical concepts into practice. 

4) SMEs are often facing common problems including weak risk resilient power, lack of 

capitals and poor fund-raising capability. Since most cash flows are retained in stocks of 

raw materials and semi-finished products, SMEs’ own funds such as provident fund and 

retained profits are usually used extensively for expanding production, infrastructure and 

other investments purposes, resulting great dependence on banks for liquidity. However, 

according to incomplete statistics, reject rate of SMEs’ loan applications in China 

amounts to as high as 56%. 

(Date source: China Network (2013), SMEs development forum of Boao Forum for Asia, 

December 27, 2012. Construction Engineering Network (2010) Analysis of SMEs’ current 

financial management status and strategies research, May 4, 2010) 

2.1.3 China manufacturing SMEs operation specification 

1) Chinese manufacturing SMEs industry achieves scale economies effect by geographic 

concentration, i.e. based on external labor division and professional collaboration. For 

example, Zhejiang is considered by outsiders as manufacturing SMEs oriented. The 

obvious operation model there is one village one product, one county one product and 

one city one product, making similar productions and business activities concentrated in 

certain areas to help lower production costs and transaction costs with the expansion of 

industrial scale throughout the region, greatly improve economic benefits, effectively 

constitute its competitiveness in both domestic and foreign markets, gradually form a 

unique area economies of scale and effectively promote local economic development. 

2) Chinese manufacturing SMEs and large enterprises establish a stable and close 

cooperative relationship by division and specialization, as an integral part of a large-scale 
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and centralized production system. This can not only improve the specialized production 

technology and ensure product quality, but also make Chinese SMEs reduce production 

and operation costs and gain economies of scale. On the other hand, the development of 

large enterprises is inseparable from parts production and services from Chinese 

manufacturing SMEs. For example, almost all main Chinese automobile production areas 

have built automobile industrial parks, among which over 30 with large scale have been 

authorized by local government, such as China FAW Group Corporation, China SAW  

Group Corporation, SAIC Motor, GAC Group, BAIC Group, Chongqing Chang’an 

Automobile Group, Hebei Great Wall Automobile Group, Wuhu Chery, etc. Cored by 

whole automobile factories and assisted by small and medium parts manufacturing 

enterprises, Chinese automobile industrial park is planned by enterprises or the 

government to promote full development of automobile industry, achieve aggregation 

effect, strengthen industrial relationship, study and accelerate development, with spatial 

distribution and specialized industry environment. 

(Data source: President Class of Tsinghua University (2015), Strategic choice for SMEs 

development. January 6, 2015. Innovation and Entrepreneurship School of Research Institute 

of Tsinghua University in Shenzhen) 

2.2 Brand theories literatures 

Since the 1950s, brand theory has undergone four stages of development: 

1) Brand concept theory stage ( 1950s to 1980s , proposed the concept and brand 

characteristics ) ; 

2) Brand equity theory stage (the late 1980s to the 1990s , mainly to put forward the theory 

of brand equity as a symbol ) ; 

3) Brand relationship theory stage (late 1990s to the early 2000s , mainly in-depth study of 

the theory of brand relationships) ; 

4) Brand community theory stage (early 2000s of the 21st century so far, mainly study brand 

community theory, i.e. social relationships can be established between organized brand 

users). 

2.2.1 Brand concept theory related research 

Brand concept stage is the initial formation stage theory of brand theory. First, it focuses on 

the definition of the brand, name, logo, trademark and other aspects of the brand connotation 
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and denotation normative research. Secondly, it forms the main stream of brand theories, such 

as the unique selling proposition theory, brand life cycle theory, theory of brand image, brand 

personality theory, the theory of brand positioning, brand extension theory, etc. 

Early scholars promote the brand personality theory point of view, with the goal to increase 

advertising effectiveness and create sales targets. Reeves (1962) developed the theory of 

unique sales proposition (USP). This theory has three principles, namely, put the same market 

proposition to customers through each advertisement, but this proposition must be unique and 

cannot be used by any competitors before, and there must be enough market force to impress 

the customer. To find unique products or services proposition is the fundamental theory of 

USP. In 1990s, advertising developed into a stage of brand supremacy. Reeves re-examined 

the USP, inherited and developed the theory that the USP is to reveal the essence of a brand 

and strongly confirm this brand unique. 

In 1955, Burleigh B. Gardner and Sidney J. Levy published the first paper about the brand 

Products and Brands in Harvard Business Review. This article has an implicit understanding 

of the brand as a living body, thus creating an inspiration of "brand personality theory". They 

think: brand development is because the brand has a set of values to meet customer rational 

and emotional needs; the brand should be created to transcend differentiation and 

functionalism; it should focus on the development of a personalized value (personality). 

American Marketing Association (AMA, 1960) defined brand in 1960 as: "a name, term, sign, 

symbol, or design, or a combination of them, intended to identify the goods and services of 

one seller or group of sellers and to differentiate them from those of competitors ". In the 

initial stage, brands were considered as names, logos and other marks that certain products 

and services used to distinguish from others. Scholars only limited knowledge of the brand at 

the enterprise level. 

Both domestic and foreign scholars generally believe that the brand has a life cycle. Brand life 

cycle theory was first put forward by Bruhn (Bruhn M., 1979), noting that the brand life cycle 

consists of six phases: creation, solid, uniqueness, imitation, differentiation and polarization 

phases. Renowned marketing experts Puke Teller (Kottler P., 2002b) believes that it should be 

analyzed using the product life cycle concept. A brand, like product, may experience a process 

from birth, growth, maturity to decline and disappearance. British scholar Jones (Jones, 1999) 

based on the above-mentioned traditional brand life cycle theory made a more in-depth 

empirical research study and found that the traditional life-cycle theory has the following 

defects: (1) not fully in accordance with the brand development process of recession after 
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maturity; (2) the brand life cycle is a concept of self-realization, rather than the concept of a 

natural growth; (3) the product may be out of date, but not necessarily with the brand 

following into recession; (4) Brand Lifecycle theory tends to induce companies 

inappropriately to transform old brand to new brand, resulting in a real loss of resources. On 

this basis, Jones (Jones, 1999) made a further in-depth study about the process of growth and 

development of the brand. It proposed that the brand development process should be divided 

into the formative stage, initial grow stage and recycling stage. Chinese scholars generally 

agree that the brand has a life and further enrich the brand life cycle argument and concept. 

PAN Cheng-Yun (1999) believes that the brand life cycle can be divided into the brand's 

market life cycle and the brand's legal life cycle. LU Juan (2002) argues that a matured brand 

does not mean absolute decline, thus disagrees that the brand will strictly follow the life cycle 

process. 

Ogilvy (1963) proposed the Brand Image theory. The theory has three principles, namely with 

the increasing product homogeneity, consumer rational choice on brand is reducing; people 

pursue both functional and emotional benefits, so any brand advertising should focus on 

giving more sensual interests; any piece of advertisement is a long-term investment in the 

brand image. Typical success cases are well-known Marlboro and Coca-Cola brand image. 

With the further excavation of the brand concept, in 1960s, American Grey advertising agency 

proposed the brand personality philosophy. Professor Kobayashi Tasaburo from Japan (1957) 

proposed a corporate personality theory, which forms the Brand Character Theory. The 

theory proposed that (1) Brand personality is the reflection of a specific personality of certain 

type of user. (2) Brand personality is the stakeholders’ emotional value. (3) Brand personality 

is a reflection of a particular life value. 

Trout and Ries (1972) proposed brand positioning theory, which has three laws, namely brand 

concentration law, brand abandon law and brand expansion law. The concept of positioning 

was first proposed to resolve the issues of communication efficiency in brand marketing. The 

positioning concept evolved from a simple means of brand communication to brand 

management strategy, a systematic management tool to increase brand equity. The nature of 

positioning is to make the brand to occupy the most advantageous position in the customer’s 

mind ladder, so that the brand became a representative brand for a category or some 

characteristics. There are three main methods of brand positioning, namely speed to market, 

positioning association and repositioning competitors. 

In 1979, Tauber published an important paper Brand Franchise Extension therein the concept 
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of new products associate with the old brand became an important modern brand management 

field. Brand extension is applying a famous/existing brand on the original product or different 

category of the existing product. It is a common strategy used by enterprises in the process of 

launching new products. It is also an important way of brand asset utilization. Brand 

extension in used more and more widely by enterprises. However, it is like a double-edged 

sword, it helps the business success, but also contains a huge risk. 

 

Table 1: Brand concept and various schools of thoughts 

Period Key literatures Research ideas, contributions and impact 

1950s - Unique Selling Proposition 

(USP) theory by Reeves (Reeves, 

1962)  

- Gardner and Levy (1955) 

published the first professional 

papers on branding products and 

brands" and proposed the 

concept of emotional brand and 

brand personality thinking 

- American Marketing Association 

(1960) provided the definition of 

brand, emphasizing the brand as 

an entity to recognize a seller’s 

goods or services different from 

the features of the other seller. 

1. At the beginning, it was mainly the producer 

uses consumer branding in advertising to 

stimulate consumption spending. The main 

highlights of the brand in advertising 

propaganda developed a new management 

style that the brand is managed by a 

functional department. 
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1960s - Bruhn (Bruhn M., 1979) 

developed the brand life cycle 

theory, namely, a brand has six 

stages life cycle of creation, 

solid, uniqueness, imitation, 

differentiation and polarization  

- Brand theory Ogilvy (1963) 

proposed the Brand Image theory 

- 1960s, American Grey 

advertising agency proposed the 

brand personality philosophy, 

Professor Tasaburō Kobayashi 

from Japan proposed a corporate 

personality theory which form 

the basis for Brand Character 

Theory 

Many companies began to try to implement 

brand management system, especially 

consumer goods companies, remodeling 

brand loyalty, brand management and brand 

marketing position and role in the 

marketing. Some scholars began the brand 

management theory research. 

 

1970s - Brand positioning theory by 

Trout and Ries (1972) proposed 

that “Positioning is not what you 

do to a product. Positioning is 

what you do to with the mind of 

the prospective consumer. That 

is, you position (place) the 

product in the mind of the 

potential buyer.” 

- Tauber (1979) in a paper 

published Brand Franchise 

Extension, new products take 

advantage of the old brand , the 

first proposed the idea of the 

issue of brand extension 

Since then, marketers began using 

positioning technology to build products, 

brand image and corporate identity in the 

target market began to focus on the factors 

that influence the perception of potential 

buyers. Targeted marketing is also a 

competition strategy in the market using 

technology. Typical of targeted marketing 

tools include Graphical Perception Mapping, 

Market Surveys, as well as some other 

statistical techniques 
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1980s - Tauber (1988), Boush (1987), 

Allen, Bragg, Fiske, Broniarczyk, 

Aaker, Keller, Park, Sunde 

(1993), Rangaswamy, Loken, 

Bottomley, Smith, Barone and 

other scholars to build brand 

extension theory. These studies 

focused on consumer attitudes to 

the original brand , the original 

relationship between the brand 

and brand extension , brand 

association impact on brand 

extension, the process of 

extending consumer evaluation of 

products, brand extensions 

influence on the original brand , 

brand extension to the market 

share and efficiency of 

advertising and so on . 

A series of theoretical studies suggest that 

the degree of brand strength and product 

association will determine the success of 

brand extension. Degree of brand strength is 

affected by three factors of brand 

perception, positioning and visibility. 

Product association is affected by two 

factors of brand relevance and produce 

relevance. However, some scholars 

suggested that brand specialization instead 

of brand extension. The establishment of a 

well-known brand depends on consumer 

trust in cognitive product (brand) and the 

gradual establishment of long-term use of 

the brand, which is consumer awareness and 

trust in the process by using the product 

experience obtained. The brand will be 

attached to the consumers’ final 

subconscious experience associated with the 

product. 

Source: Author’s analysis 

2.2.2 Brand equity theory related research 

Brand equity theory has deepened the theoretical stage of brand concept development theory. 

Brand equity theory concerned about the theory, management and operation model in relation 

to valuation of brand equity and assets. In the late 1980s and early 1990s, brand equity theory 

(asset and value) became new hot spot and major academic fields. At present, foreign 

literatures in association with brand equity fields are Brand Asset, Brand Equity and Brand 

Value. Brand Asset is developed from the perspective of asset classification of financial 

accounting of the brand. It is the result-oriented concept. Brand Equity describes the dynamic 

process of interaction and the formation of brand equity among various factors. It is a process 

and relationship oriented concepts. The Brand Value is to describe the existence of Brand 

Asset from the philosophy and economics perspective, and to lay the theoretical foundation 

for the study of Brand Asset and Brand Equity. It is a rational or reason-oriented concept. 
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American Academy of Marketing refers Brand Equity as the "the brand association and 

collective actions of customers, channel members and the parent company of the brands. 

These associations and behaviors help the brand to obtain more sales or profits compared to 

those without brand equity. It gives the brand strong, sustained and differentiated competitive 

advantage over its competitors (Keller, 1998a)”. Farquhar (1989): Brand equity refers to the 

"add value to the business, distributors or consumers, given by the brand to the products." 

Aaker (1991): Brand Equity refers to the "Brand (including brand name and brand identity) 

linked to a series of assets or liabilities, which can increase or decrease the value of product 

or service to the enterprise or customers." Brodsky and Geis (1991): Brand Equity refers to 

"Compared with the new brand, as a result of long years of marketing efforts for the brand to 

enjoy the effects of increased sales and profits." Srivastava and Shocker (1991): "Brand equity 

can be divided into brand strength and brand value. The former refers to association and 

collective actions of customers, channel members and the parent company about the brand. It 

makes the brand enjoyed sustained and differentiated competitive advantage. The latter refers 

to the brand managers through strategic and tactical behavior in order to leverage the brand 

strength arising from current and future financial results of profits and reduce risk." 

Brand consulting firm Market Facts: Brand equity refers to "Continued intention of people to 

buy the brand, the measurement of brand equity and loyalty are closely related to the need to 

measure the differences between strong brand loyalty to a half-hearted consumer" (Keller, 

1998a). Smith and Park (1992): Brand Equity refers to the "embodied in the brand transaction, 

the financial value of the successful marketing plan and produce measurable actions, they add 

value to the product or service." Brand Equity Committee: Brand Equity refers to the "brand 

to provide consumers honored credible, relevant, unique promise" (Keller, 1998b). Biel 

(1993): "Brand Equity can be regarded as additional cash flow after the brand name, 

products or services produced by economic terms. Brand equity is beyond the production of a 

product or the value of all tangible assets." As Winters (1991) said, if you let ten people to 

define brand equity, it must be 10 or perhaps even get eleven different answers. 

Brand Equity became the most widely used brand concept in the field but also the most 

ambiguous concept. Among them, the American Marketing Science Institute (MSI), Farquhar 

(1989), Aaker (199l, 1995, 2000, 2004), Kamakura and Russell (1991), Keller (1993, 1998a, 

2002), Park and Srinivasan (1994) definition Kapferer (2010) and other scholars contributed 

some most representative literatures. Research in the field, focused on the brand equity of the 

formation mechanism of its evaluation, namely to explore the elements of brand equity and 

mutual relations as a starting point, look for hidden economic value of brand equity essence 
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drivers. Such methods are concerned about the causes and the process of brand equity, brand 

and customer interaction emphasis on qualitative research. The main core of literature, 

including, as Y & R (Brand Asset TM Valuator), Total Research (Equity Trend TM) and other 

consulting firms to develop management decision-oriented evaluation methods, Pitta and 

Katsanis of "90s brand asset management plan," Aaker’s (1991,1995) brand equity five-star 

models and brand equity ten feature model (Brand Equity Ten), Keller’s (1993,1998a) 

Customer-based Brand Equity, etc. 

Brand Value research focuses on the economics of the brand value and the value of the asset. 

Among them, the use value is reflected by its recognition, competitive and value-added 

features. The valuation includes the cost and benefit values. It lacks philosophy approach to 

discuss the value of the brand essence, evaluation, classification, selection, orientation, 

creation, evolution, and a series of system management problems. Research in this field is 

represented by Arvidsson (2005), Turkel (2006), Lehu (2006) and other scholars 

Brand equity (assets and value) management theory. With the deepening of brand equity, 

assets and the value concept and theory study, it was recognized that, in order to ensure the 

effective formation and long-term development of brand equity (assets or value), it must set 

up a special organization and standardized management guidelines. To this end, brand equity, 

asset management and value theory emerged. The main results of this are : Aaker (1991) in  

the book Managing Brand Equity, Kapferer (2010) book, Strategic Brand Management : 

creating and new methods of evaluation for brand equity, Keller (1998a, 2002) book strategic 

brand Management and the paper (2000) , brand report card, Davis's book brand asset 

Management :drive profitable growth through its own brand(1999,2002), Nilson (1998) book 

competitive branding : by increasing the brand value to win market position, Hill and 

Lederer's book Unlimited assets: brand management to create a new value (2001). Ellwood 

(2002) book, Brand essential book: more than 100 kinds of brand value increase skills ( 2nd 

Edition ), Mozota (2004) book Design Management : Using Design to build brand value and 

corporate innovation, Haig ( 2004 ) book brand loyalty : how the world's top 100 brands 

prosperity and survival, Durkin (2005) book loyalty advantages: the company , the consumer 

and the brand vibrant necessary steps, Lehu (2006) book brand maintenance: how to brand 

protection, strengthen and increase the value of the brand in order to prevent aging , Turkel 

(2006) book Building brand value: seven simple steps to transfer profits and so on. 

Brand equity (assets and value) management and operation models. On the basis of the above 

brand equity , asset management and valuation on research, especially the practice of advisory 
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sector, focusing on how to do brand equity (assets and value) management practices, made a 

lot of operational models such as Ogilvy's Brand Stewardship, Saatchi's Global Brand 

Strategy, Dentsu Brand Communication , Bates 's Brand Wheel, JWT 's Total Branding, etc. 

Overall, at this stage, the brand began to rise as the company's strategy and management of 

major emerging fields. 

Lannon (1994) used anthropology to explore the brand as a symbolic means of value add. 

Alvin A. Achenbaum (1993) said that "to differentiate branded and unbranded product of the 

same kind, and the brand net asset, are determined by the consumer’s overall feeling and 

perception on the product characteristics, meaning and use of product features, brand name 

and the company own the bran." Keller KL (1998a) that “the brand is a perception, rooted in 

reality and map to individual's personality." Chernatory and McDonald (1998) also perceive 

brand has a meaning of brand life. David Aaker (Aaker DA, 1993, 1998, 2000) proposed the 

concept of Band Community 

Leventhal (1996) noted that "the brand, in addition to the tangible and intangible benefits 

provided by the products and services, it also includes a complete consumer experience and 

convey the experiences of assets"; and CHEN Wei-Hang (2003) pointed out that the brand 

will penetrate the heart, resulting in a non-devoid of intangible assets in the proper use of the 

brand can bring to the enterprise infinite wealth; HAN Zhi-Feng (2008) believes that the 

brand is an intrinsic property of the enterprise resource created in the external environment, it 

is not only the external environment is a concentrated expression of the intrinsic properties of 

the enterprise out (outside of) a valuable visual identity, but also because it can integrate 

foreign enterprises of different intrinsic properties of the enterprise resource development 

counterproductive, it is a resource. US marketing authority Philip Kotler (Kottler P. 2002a) for 

further analysis: it is the name of a brand or a group in order to identify a seller different from 

the competitor's sales of goods and services, nouns, marking, symbol or design. Brand has 

cultural symbol, personality traits, interests, property, value and user. Biel AL (1993) 

believes that brand equity is a kind of transcendence beyond the production of goods and all 

tangible assets. It is an intangible asset. Its benefits can be expected to earn future economy 

rent far more than the cost needed to develop a competitive brand. 

Overall, according to the theory of brand equity, the brand new definition is a set of values, 

enabling a unique experience and popular commitment, an identification system with symbols 

represent the significance of network marketing. Specifically, a series of external marketing 

(expressed commitment), Interactive Marketing (executed commitment), internal marketing 
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(realized commitment) intangible relationship commitments. "Brand" has never been a unified 

definition, but an evolving series in background and perspective can be observable 

phenomenon. At this stage, the brand began to rise as the company's strategy and management 

of major emerging fields. 

 

Table 2: Brand equity and various schools of thoughts 

Period Key literatures Research impact 

Late 1980s 

and early 

1990s 

- Brand Equity research focused 

on the brand equity of the 

formation mechanism of its 

evaluation, namely to explore 

the elements of brand equity 

and mutual relations as a 

starting point, look for hidden 

economic value of brand 

equity essence drivers. 

 

At that time, many Western countries are 

facing an economic downturn; companies 

have adopted various methods to reduce 

costs to improve profits. Advertising became 

an object to be cut; companies frequently use 

to focus on price and promotional marketing. 

Although the promotion of short-term sales 

growth, the interests of long-term brand 

image and corporate development were 

affected. Advertising scholars believe this 

can be very dangerous. In order to remind 

the business emphasis on the important role 

of the brand for the long-term development, 

to avoid the negative impact of price 

promotions on brand, therefore, put forward 

the concept of brand equity. 

 

Late 1990s 

and early 

2000s 

- Brand Asset research focused 

on assessing the financial 

value of brand asset. Brand 

Valuation is the price 

evaluation of brand equity.  

Brand equity is an important concept in the 

1980s in the field of marketing research and 

practice emerging. After the 1990s, Aaker 

(1991), Kapferer (2010), Keller (1993), 

proposed and gradually improved the brand 

based on the interests of consumers 

(Customer-Based-Brand-Equity) concept. 
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Late 1990s 

and early 

2000s 

- Brand Value research focuses 

on the economics from origin 

of the brand value and the 

value of the asset. Among 

them, the use value is driven 

by the brand recognition, 

competitive features and 

value-added features, 

including the cost and benefit 

values. 

Diversification theory of value, making the 

brand value has been given a different 

connotation. According to the labor theory 

of value: the brand value is a series of joint 

operations of brand customers, channel 

members and parent companies, etc. Brand 

value can provide the brand products with 

more sales and profits than those unbranded. 

It also the brand product a stronger, more 

stable, more special advantage in the 

competition. 

 

Source: Author’s analysis 

2.2.3 Brand relationship theory related research 

Brand relationship theory is a comprehensive expansion of brand development theory. The 

brand concept and assets valuation theory was further innovated, improved and intertwined. 

The new concepts include the brand relationship, brand competitiveness theory, branding 

methods, strategic brand management theory, brand category theory (expanding from brand 

extension), and other emerging brand thinking and so on several aspects. 

Since the mid-1990s, with the gradual understanding of the functions of the theory of 

marketing, trade marketing theory to the process theory, changing the relationship between 

marketing and brand equity (assets and value), deep reflection on the formation mechanism of 

brand and branding, inspired by emerging strategic management theory subject (such as 

interest stakeholders, organizations ecosystems) cross-fertilization, academics began to appear 

a "brand relationships" as a research center of the boom. Research paradigm and the 

development process of brand relationship theory, can be broadly summarized as two types, 

three-phase and five dimensions, i.e. the types are (1) the physical brand relationships and (2) 

brand ecosystem relationship types, three-phases are traditional brand relationship, deep brand 

relationship and brand ecosystem relationship phases, five dimensions are brand and 

product/market relationship, brand and related brands relationship, brand and 

customer/stakeholders relationship, brand and resources relationship, brand and the 

environment relationship. The ideological roots of the first two phases are mainly based on 
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the physical thinking and perspectives. 

Traditional brand relationship stage believes that the brand relationship is the brand and 

product/market. A lot of literatures explain the relationship between brands and customers, 

such as traditional logo, trademarks, brand extension, brand positioning and brand original 

theories, etc. The second aspect of the core literature , including such Webster (1992), 

Mokena (1997) and Gordon (1998) theory of relationship marketing; Schultz and Barnes 

(1997,1999) strategic brand communication theory; Peppers and Rogers (1993) customer 

relationship management; Blackstone (1992) conceptual model of the brand relationship; 

Fournier and Yao (1997) analyzed the relationship between the brand architecture; Blat berg 

and Dighton (1996), Rust, Lemon , and Zenithal (2001) theory of client assets; Vaidyanathan 

and Aggarwal (2000) the relationship between brand communication standard research; Lu 

Tai-Hong , ZHOU Zhi-Min ( 2003 ) the brand relationship indexing model; McAlexander, 

Schouten and Koenig (2002) theoretical models of the brand community. 

In the deep brand relationship phase, in addition to the traditional view of the brand 

relationship, there are the relationship between brands and customers/stakeholders, or brand 

and related brands. The first aspect of the core literature include, such as Duncan and 

Moriarty (1998) concept of brand value category and integrated marketing model; Chernatory 

(2000) corporate brand and stakeholder relations theory; Sartain and Schumann (2006, 2009) 

on the brand and employee relations; SHIN Kwang-Yong (2013) integrated Marketing 

Communications strategic thinking; Foley and Kendrick (2006) brand - a balanced 

relationship between stakeholder theory. The second aspect of the core literature include such 

Aaker and Joachimsthaler’s a single corporate brand concept (1995) , brand identity theory , 

brand relationship spectrum and brand structure model (2000) , and Aaker (2004) and Hill 's 

brand portfolio strategy; Lederer (2001) enterprise ecosystem brand portfolio modeling ; 

Blackett and Boad (1999) and other co-branding idea . 

Brand ecosystem relationship stage believes that the brand relationship is something brand 

and product / market, customer / stakeholder, resources and the environment. Core literature 

include : Davidson (1997) concept of brand iceberg ; Winkler (1999) thought brand ecological 

environment ; WANG Yuan ( 2000 ) theory of brand ecosystem ; brand ecological concepts 

and RUI Zhang Yan (2003), the brand ecosystem structural model, brand management 

thinking ecology , eco-brand relationship framework models ; CHEN Yun-Gang (2004) 

constitute a model of brand resources , brand model the environment ; and on the marketing 

of the environment and so on. 
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Michael Perry believes that the brand is how customers feel about a product, which represents 

consumers in their lives to feel the products and services and the breeding of trust, the sum of 

the relevance and significance of "... brands are a key part of how individuals define 

themselves and their relationships with one another More and more we are simply 

consumers ... we are what we wear, what we eat, what we drive." Sir Michael Perry. Former 

Chairman, Unilever. Gracia, Bakker and Grau (2011) believe that the brand is a similar bias 

and prejudice. The success of the brand is the result of long-term sustainability in establishing 

product positioning and personality, it has high consumer recognition. Duncan, T. & Moriarty, 

S. (1997) proposed using the visibility, credibility, consistency, contact points, similarity, 

enthusiasm, empathy and likeability to evaluate relationship between consumers and brands. 

Goodyear classified brand development phase in six stages of non-brand, reference, 

personalized, idolize, corporate and policy branding to explain the relationship between 

consumers and brands. WANG Xin-Xin (2000) believes that the brand is a relational contract, 

the brand includes not only the exchange relationship between the subjects, but also other 

social relations, such as the emotional relationship between enterprises and customers; Su 

Xiao-Dong (2003) believes that the brand is a complex relationship symbols, which contains 

the product, the sum of the relationships between consumers and businesses and developed 

the 720-degree brand management system (BMS). 

James F. Moore 1996 published a paper Decline and fall of the competition: the era of the 

leadership of the business ecosystem and strategy put forward the concept of business 

ecosystem era. Any companies or organizations and their business environment are mutually 

dependent and inter-influencing. On the basis of the concept of business ecosystem era 

systems, more and more scholars carried out research from the perspective of ecosystem on 

brand creation and management. Aaker (1996) first applied the concept of ecosystem theory 

to the study of the brand and put forward the brand community concept based on a parent 

brand system. It opened a new perspective on brand studies; Agnieszka Winkler (1999) 

proposed the new concept of brand eco-environment, in which brand functioning in an 

ecological environment that is a complex, dynamic and ever-changing. 

In China, the brand ecosystem theory caused a strong research interest. SUN Cheng-Zhang 

(1995), published book Introduction to Modern enterprise ecosystem is the earliest writing 

about the ecosystem thinking for applied research in economic management. WANG Zhi-Ping 

(1996), in On the corporate life put forward the Corporate life content, organization and other 

new ideas. WANG Yu (1997) published strategic research enterprise evolution, systematic 

study of the evolution of the enterprise characteristics and its mechanism. The brand has a life 
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and the life cycle of the argument in the country has been generally recognized by academic 

scholars. PAN Cheng-Yun (1999) divided the brand life cycle into market and legal life cycles. 

Wang Xin-Yuan (2000) proposed a name brand ecosystem concept and theory, and explored 

the brand ecosystem in relation to the competitive and collaborative nature, diagnosis and 

evaluation, evolution and operation mechanism, structure and balance of interests and other 

related issues. ZHANG Yan (2003) proposed a brand ecosystem, brand Eco-Management and 

brand ecology and a series of concepts. 

Table 3: Brand ecosystem and various schools of thoughts 

Period Key literatures Research impact 

Traditional 

brand 

relationship 

- Brand relationship is 

about brand and product 

/ market. A lot of 

literature in this aspect 

of the relationship 

between brands and 

customers, such as 

traditional logo, 

trademarks, brand 

extension theory, brand 

positioning and brand 

origin theory, etc. 

Research on brand relationship open up a new 

perspective and thinking on branding. The 

traditional brand management theory centered on 

product and trading, emphasizing brand equity. 

Brand relationship management is 

customer-centric, emphasizing customer assets. 

Brand Asset emphasis on product selling, attract 

customers for transactions.  Customer assets 

emphasize customer more than the product, 

emphasizing the relationship over the transaction, 

emphasizing maintain the relationship with 

customers than to attract new customers. 

Deep brand 

relationship  

- In addition to the 

traditional view 

branding, there are 

relationship between 

brands and customers / 

stakeholders , or 

between brands and 

related brands 

Using interpersonal interaction observation 

methods to study brand value and the relationship 

with stakeholders. From the information 

construction approach, study the information 

interaction between brands and consumers. QI 

Sun-Shen and LIAO Peng-Tao (2006), about the 

relationship between the brand and the customer 

said: "The corporate brand is not just the brand 

name. It represents the business itself, its 

products, culture and the market value." 
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Ecosystem 

brand 

relationship 

- Brand relationship is 

about brand and product 

/ market, related brands, 

customer / stakeholder, 

resources and the 

environment. 

A real brand or brand name is a company's 

overall status and contribution, including the 

stakeholders, environment and resources. 

Certainly it is not just the customer relationship 

management, relationship marketing, Integrated 

Marketing Communications, etc. The concept of 

eco- brand relationship, its essence is the brand 

ecosystem interaction between the various 

networks. Eco- brand relationship can be 

decomposed into a set of corporate brand and 

related brands, stakeholders, resources and 

environment relationships, which together 

constitute the framework of eco- brand 

relationship. 

Source: Author’s analysis 

 

2.2.4 Brand community theory 

Brand community brand sociology theory is based on a new stage of development of wireless 

communication and social network development. Brand community is defined as "A 

structured set of social relationships, among users of a brand, whose affinity, history and 

culture are derived from the consumption of the brand” (Muniz and O’Guinn, 2001). A 

community that forms around a specific product or service (Schouten and McAlexander, 1996) 

is the common experience of the consumer community relations for the brand. Contemporary 

brand community school considers it necessary to establish contact (Arnould & Price, 1983). 

Social link can be more important than the product or the service (Cova, 1999). Three markers 

of a brand community are consciousness of kind, moral responsibility and shared rituals and 

traditions. Schau, Hope Jensen, Albert M Muñiz, and Eric J. Arnould (2009), “How Brand 

Community Practices Create Value”, Journal of Marketing, 73(September), 30–51, provided a 

description of the brand value creation process of community collaboration, in which 12 

common practices across brand communities, organized by four thematic aggregates, through 

which consumers realize value beyond that which the firm creates or anticipates. 
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Figure 1: Brand community relationship diagram 

 

 

 

 

 

 

 

 

 

 

Source: Dauphine EDBA Marketing Seminar 

2.3 Enterprise competitiveness related research 

Porter (Michael Porter, 1980) from strong competitive perspective defines competitiveness: 

Competitive advantage refers to a company has an advantage proposition in the industry. An 

more authoritative definition of competitiveness made by WEF in 1985: “Enterprise 

competitive is the enterprise’s capability and opportunity in their current and future business 

environment to provide more attractive price and quality for product design, production and 

sale of goods and services than their domestic and foreign competitors." 1994 further develop 

this concept: "A company in the world market in a balanced manner has an ability to produce 

more wealth than its competitors." By reviewing the literatures, there are three schools of 

study on enterprise competitiveness outside of China: 

1) Resource School. Wemerfelt (1984) is the main representative of the school of thought 

for resources. He believed: “resource differences can generate income differences. The 

differences in enterprise resource lead to competitive advantage differences. Companies 

that have resources of high value, scarcity, un-replicable and low price acquired business 

provide a source for sustainable competitive advantage and business success. The 

enterprise competitiveness is unique resource to each company.”  
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2) Capacity school. The school believes that capacity difference is the enterprise source for 

competitive advantage. It encourages the enterprise to use its unique capacity/capability 

in the production and business activities and processes as a starting point to formulate and 

implement competitive strategies. Doctrine on the capacity school usually can be 

summarized into three categories: organizational capacity theory, the core competence 

theory, process capability theory. The core competence theory is the foundation for 

enterprise competitiveness. The theory founder Prahalad & Gary Hamel (1990) 

considered a fundamental competitive advantage comes from the core competence of 

enterprises have. They core competencies (also known as core competency) is defined as 

“an organization cumulative knowledge, especially about how to coordinate production 

skills and integrate various technical knowledge." Core competence is a comprehensive 

reflection of enterprise technology and skills. It is the overall ability of the enterprise 

embedded in corporate organizations, other companies difficult to imitate, with 

persistence, can form a sustainable competitive advantage of enterprises.  

3) Market Structure school. The school's founder and representative is Michael Porter. He 

focused on the analysis of market structure outside the enterprise. To study the 

competitive advantage of enterprises, it is important to understand the competitive 

structure of the industry. Companies that want to gain a competitive advantage in the 

industry need to know how to determine the competitive strategy and how to implement 

the strategy in a competitive environment. The main views can be summarized in three 

aspects. First, the five forces model. Competitiveness of an enterprise is a relative of 

other players in the industries. To foster competitiveness of enterprises, it is important to 

study the formation of the industry and to examine the factors outside the industry. He 

proposed five basic competition forces in an industry: rivalry, the threat of substitutes, 

buyer power, supplier power, and barriers to entry. Second, the three basic strategies. 

Second, companies can take a different approach to fight five competitive forces, but 

there are three basic strategies: cost leadership strategy, differentiation strategy and focus 

strategy. Third, the value chain and competitive advantage. Porter introduced the value 

chain as the basic instrument for competitive advantage analysis. He divide the value 

creation process of the enterprise into a series of mutually different but interrelated 

economic activity, the sum constitutes the company's value chain, each of which is a part 

of the management activities of the value chain. Competition differences in the value 

chain are a key source of competitive advantage. 
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The body of knowledge of competitiveness theory is divided into advantage theory and 

technical innovation theory: 

1) Advantage theory: originated in the study of international trade theory, the experience of 

the “absolute advantage theory - comparative advantage theory - competitive advantage 

theory" three stages, is the basis and foundation for competitive theory. 

a) Absolute Advantage Theory: absolute advantage theory originated by Adam Smith in 

The Wealth of Nations book. The theory said that every country has its own 

production conditions conducive absolutely to produce certain products. This product 

has an absolute advantage in price, so that each country according to its own 

conditions conducive to the production of absolute superiority products and 

exchange in international trade. This absolute location advantage is cost advantage. 

According to this theory, country that has no absolute advantage would not have 

international trade, which is clearly inconsistent with the facts, which shows the 

shortcoming in the absolute advantage theory. 

b) Comparative advantage theory: From formation to development, the theory of 

comparative advantage has gone through three stages: (1) Ricardo David represented 

the classical theory of comparative advantage, (2) Heckscher and Ohlin Rochelle 

(HO) theory, and (3) Leontief Paradox and new elements theory. Ricardo David 

(1817) is a representative of the classical theory of comparative advantage. Even if a 

country does not have low-cost products, it can deal with international trade, namely 

to obtain benefits through the export of relative competitive goods and import of less 

comparative goods, in which Adam Smit’s unanswerable questions were explained. 

Ricardo’s comparative advantage comes from the relative differences in labor 

productivity, but the difference in labor productivity is not the only source. For 

example, natural resources also have an impact. However, he did not perform more 

in-depth analysis on the reasons for national labor rates and production costs 

differences. Heckscher and Ohlin (H-O) theory said that the same kinds of goods in 

different countries under the same production function, the root cause for 

comparative advantage is the given production factors and the intensity differences in 

different countries. Thus, countries should make use of production factors in their 

favor, import local scarce factors for production needed goods and export local rich 

and low costs produced goods or factors. Therefore a country dominated by the 

comparative advantages of production factors determines the country trade structure 
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and industrial competitiveness. Adam Smith’s and David Ricardo‘s trade theory 

regarded labor as the only production factor and technology is an exogenous variable, 

while HO theory said that labor is not the only of production factor. However, their 

view on production scale invariant and full competitive market structure view is 

consistent. With the introduction of economies of scale, technological progress and 

changes in international capital flows, HO theory is not applicable to this dynamic 

competitiveness change environment. Schultz, Theodore W. (1956), argues that the 

accumulation of human capital is a source of social wealth, human capital is an 

important factor affecting industrial competitiveness .Theory of Technological Gap: 

in 1961 (technology gap theory, also known as imitation and innovation theory) by 

the American economist Posner (MA Posner) International Trade and Technological 

Change, and further improved by Hufbauer G.A.) et al. They think, after a national 

breakthrough in technical innovation, whereby other countries have not yet mastered 

the technique, it had the technology gap with other countries, and relied on this 

advanced technology, as long as the foreign imitation goods not yet entered the 

market, the product will have a strong international competitiveness. Kessing D.B’s 

human capital theory and Vernon, Raymond (1966) Product cycle in international 

investment and R & D Elements of International Trade and other scholars believe 

that the higher research and development costs, the stronger the international 

competitiveness of industry, research and development is an important factor 

affecting the international competitiveness of the industry. 

c) Theory of competitive advantage: Michael Porter in the early 1990s book 

Competitive Advantage of Nations, made theory of competitive advantage. He 

believes that natural resource endowment differences are potential comparative 

advantage. The reality in national competitive advantage is based on comparative 

advantage with the combined result of several factors. Comparative advantage 

emphasizes on industries complementary relations in international trade. Competitive 

advantage emphasizes on the industry substitution relations. Regional comparative 

and competitive advantages constitute regional comprehensive competitiveness. He 

also pointed out that the industrial competitiveness of a country depends on the key 

factors like production elements, demand conditions, related industries and 

supporting industries, corporate strategy, business collaboration, competition and so 

on. 
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2) Technical innovation theory: Joseph Schumpeter (J.A. Joseph Alois Schumpeter) is the 

founder for the theory of technical innovation. He believes economic growth is to 

continue to break through the process of economic equilibrium, and only technical 

innovation can break through the equilibrium. Innovation is to establish a new production 

function or change the original production function. The main forms of innovation 

include the development of new products, new features, new markets, new methods and 

changes in the form of business organization. Bernhard Clements inherited and further 

developed the technology innovation Schumpeter's theory. He believes that technical 

innovation to promote the economic development of the life of cyclical fluctuations, and 

according to 1740-1960 years, information on changes in technology innovation launched 

technical innovation will create new the industrial sector, thereby promoting economic 

growth. Economic growth is cyclical, always enter a recession by the prosperity phase 

and so forth, and every economic crisis requires technical innovation to break through in 

order to promote economy development. 

2.3.1 Core competencies theory related research 

In 1989, Gary Hamel, CK Prahalad and Yves L. Doz in the Harvard Business Review 

published Collaborate with Your Competitors - and Win. The article pointed out the quality 

and performance of the products is to determine the competitiveness of enterprises in the 

short-term factors. While in the long term, to foster new products and core skills, i.e. the core 

competencies of enterprises, will be the decisive factor. 

Hamel and Prahalad first proposed core competencies that it is "an organization’s 

accumulated knowledge, especially about how to coordinate different production skills and 

combine a variety of technical schools of knowledge.” They believe that the core 

competencies within the boundaries the organization are communication, investment and deep 

commitment to the work, and collective learning. Core competencies are divided into 

technical and skill two dimensions. The definition of this expression is simple, just focuses on 

the relationship between core competencies and manufacturing and has a rather narrative 

vision. The core competency has been highly concerned by the academic and business 

communities. 

Leonard-Barton (1992) believes that the core competence is something that makes a company 

different from other companies, is a knowledge base that offers a company competitive 

advantages, is an ability to act and is the key for an organization to form a long-term 

exclusive capability to provide customers with values. From this point of view, knowledge 
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and skills, management systems, technical systems, values and norms the four key dimensions 

show that the company's core competencies are institutionalized, associated, proprietary, 

providing lasting value and other major features. 

Henderson and Rebecca Cockburn (1994) pointed out in the article that the core competencies 

is the ability of a combination of elements (resources, knowledge, skills and technology 

systems ) and architecture capabilities (synthesis capabilities, management systems, values, 

intangible assets). The core competencies focus shifted to the element capabilities and 

architecture capabilities means that each core competencies are unique. Gallon (1995), as the 

representative of scholar, believes that the core competencies are a collaborative organization 

of competitiveness factors, reflected in basic capabilities of functional departments, SBU's 

key competencies and corporate levels harmony capabilities. This view attaches importance to 

the company’s core competencies and emphases on infrastructure capacity, the synergy 

between the various factors affecting the core competencies of the organization. Foss (1996) 

also proposed a new point of view; he believes that the core competencies of the organization 

are not only organizational capital but also social capitals, which make organizational 

coordination and organic combination as effective as possible. The argument from the 

perspective of organizations and social capital reveals core competencies as valuable, 

heterogeneous, non-imitation and irreplaceable important features 

LIU Shi-jin and YANG Jian-long (1999), on specific companies, not every core competencies 

are equally important. Some core competencies of enterprises are basic, enabling enterprises 

to maintain long-term stability of the entire competitive advantage to earn stable competitive 

profits, are the company's core competencies. Core competence is the basis for long-term 

stability of the competitive advantage - the ability to integrate organization skills, assets and 

operation mechanism in an organic way. It is the result of enterprise to implement internal 

management strategy and external trading strategy. 

ChENG Qi-guo (2000) has put forward the core competency of enterprises is the core product, 

core technology and core competencies, which enables companies to achieve sustainable 

operation and development capabilities in the competition. He divided core competencies into 

hard core competencies and soft core competencies, the former including core products and 

core technology, while the latter including the management capacity. From a logical thinking 

of core competency, Wang Yi, CHEN Jin and XU Qing-rui (2000) believe that the core 

competence is inherent in all levels of the enterprise involved (including the operating 

environment, business, academic, technology, products, core subsystems etc.), by the ability 
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of cells and the ability to frame the composition, enable businesses to achieve sustained 

competitive advantage and the dynamic development of the knowledge system. This theory 

not only helps us study the basic law of the management of state-owned enterprises, but also 

helps companies effectively manage the establishment of core competencies, improve and 

applications, the ability to successfully transfer to competition-based paradigm. 

Through the core competency of the characteristics of the analysis, XU Zhen-Liang and 

WANG Li-Zheng (2003) found that the core competencies have three forces, namely the 

corporate culture, organizational learning and innovation forces. These three forces integrate 

and generate competitive advantages for enterprises. The core competence theory itself is a 

dynamic development system, constantly internal energy transfer between the three forces, 

circulation and focus, giving enterprises a competitive advantage steady stream. GUAN 

Yi-Xin (1999, 2000, 2003) after years of research, found that the core competency of 

enterprises based on core values-oriented, designed to provide customers with a larger (more 

and better) corporate consumer surplus. The nature of core competence is the consumer 

surplus. Firm-specific enough to have all the elements better than the competition form part of 

the enterprise's core competency. 

Zhang Jian-min (2011) summarized that the core competency exists within the enterprise, the 

ability to provide critical products or services with specific cost advantage, or for the 

enterprise the ability to bring a combination of sustainable competitive advantages. Core 

competence is a combination of internal series of complementary knowledge and skills. 

Enterprises make one or more key utility to achieve industry-leading level. The understanding 

of the core competencies has expanded from the initial resources view to ability to integrate 

various core competencies. It slowly and gradually enriches the connotation of core 

competence, its nature, characteristics and structures. Core competence is no longer a 

separate concept; it connects with enterprises’ technology, knowledge, culture, environment 

and institutional policies. 

In the constituent elements of the core competency issues, many scholars have made a more 

consistent view; technology is considered a very important core competency and critical part. 

However, differences still exist. WANG Yi (2000) has a two-dimensional view of the system 

configuration on that core competency. The two -dimensional system consists of ability unit 

and the overall ability to frame the composition. Enterprise is a capability system; core 

competency is its subsystems. It involved in all levels of the enterprise by capacity and 

capability framework element composition, enable businesses to achieve sustained 
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competitive advantage in a dynamic and developing manner. Each constituent element is the 

ability of the core competency, and the relationship between the elements belonging ability 

capability framework. Ability unit is about companies involved in all levels of the constituent 

elements of knowledge - the basic elements of their core capabilities system, is the ability to 

master and use basic capabilities. Enterprise architecture is the ability of all levels involved in 

the relationship between elements relationship of ability unit, as well as knowledge about the 

layers between the constituent elements. 

ZHOU Hui-ping (2000) believes that (1) technology, new products and new services; (2) 

management culture (integrated vision/values of enterprises development); (3) new theories, 

new learning experiences rate and transfer rate (beginning from the leader, organizationally 

learn and absorb the domestic and foreign new theories and experience, get to know new 

situation and changes and rapidly convey new things outward) these three elements constitute 

an enterprise’s core competencies. ZHOU Hai-Lin (1999) believes that the core competency 

should be composed of five elements. These five elements are: research and development 

element, innovation element, technologies, inventions and production element, organizational 

coordination element and adaptive element. ZUO Jian-Jun (2000) after a thorough study 

found that the institutional policy is the core element for enterprise core competencies system. 

Advanced enterprise system and institutional policy are the most basic core competency. It is 

a platform, system and institutional system that support the enterprises’ talent, technology 

innovation, management, branding, professional and other aspects development to constitute 

the core competency of the system.  

In summary, the enterprise owned and difficult to imitate core competencies can bring 

extraordinary values to business. These elements constitute R&D, production operation, 

management decision making, HR development, brand and marketing, corporate innovation 

and culture – all are a series of connect procedures, resources and system. 

After recognizing the importance of the core competency to enterprise development, all 

companies want to develop their core competencies. Scholars began to build and enhance 

their core competency ideas, methods and models of research. CHEN Tong, ZHANG 

Guo-Xing (1999) define the content and features of the core competency after that the basic 

way to cultivate their core capabilities. In general, it includes self-development and external 

acquisitions core competencies. Self-developed core competencies are from the "path 

dependence" perspective study. Management should examine a variety of dynamic resources 

and capabilities to identify existing core competencies, redeploy and improve core 
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competencies, and through the core product and continuous improvement of the final product, 

to gain a competitive advantage. External acquisitions from the "environment -dependent" the 

perspective of the enterprise introduce complementary technology, and complementary 

advantages of enterprises to form strategic alliances, mergers and acquisitions to acquire some 

external expertise and resources for the enterprise. 

LI Xing-wang (2003) believes that cultivating core competence is a complex process. This 

process is based on the strategic intent and direction, nurturing the core technology and 

organizational ability around the technology. Under the corporate culture, make organizational 

capability unique, irreplaceable and non-tradable, and eventually forming the core 

competencies. In this process, the strategic intention and corporate strategies have great 

influences on the three aspects of strategy, technology and organizational capabilities. The 

strategic aspects of choice need to match the requirements of strategic intent and corporate 

strategy; the direction of the core technology need to align with the strategic intent and 

corporate strategy consistent direction; the foster organizational capacity and organizational 

culture are also need to well-fit strategy requirements. LIAO Zhi-rong and ZHANG 

Zhen-Wen (2006) pointed out that to cultivate core competencies, enterprises should at least 

perform following efforts: the establishment of enterprise development strategic intent; 

strengthen enterprise technology development and innovation, form their own core 

technology; build knowledge with other companies or organizations; strengthen the 

construction of organization and management system and corporate culture, and create their 

own unique management style and corporate culture; improve staff and organizational ability 

to learn, and to build a learning organization (enterprise).  

LI Xue-rong and LIU Xiao-li (2008) from the contingency perspective on core competencies, 

they believe that to build the core competency of enterprises, the first thing is innovation, 

technical innovation and management innovation, starting from the contingency concept, 

timely cultivation and update the core competency of enterprises, maintain and enhance their 

competitive advantage. Second is organizational virtualization, by a large number of business 

functions outsourced to the enterprise to reduce operating costs. Finally, companies need a 

comprehensive SWOT analysis of their basic resources and capabilities in order to determine 

the direction for the company's strategic objectives and core competencies to build, especially 

company's core competencies and core technology realization method. Research on the basic 

theory of core competence connotation, features, elements, etc. becoming less and less, the 

focus of academic and society attention gradually shifted to core competence and competitive 

advantage, culture, learning, innovation and performance knowledge and research on the 
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relationship in order to define the elements within the organization, performance and 

relationship between the core competencies and organizational mechanism.  

XIE Ean and LEE Yuan (2001) are the earliest researchers who conducted study on core 

competencies and competitive advantage, and the relationship between organizational 

learning and core competency. In their view, the core competency is an institutionalized 

interdependent and interrelated knowledge system, which contains a series of experiences and 

knowledge. The use of such knowledge and experience can effectively shorten the creation 

time of a new strategic asset and reduce cost of production. By shortening the time of the 

creation of critical resources, and constantly create new key resources, companies have the 

core competencies to get a lasting competitive advantage. Also, the core competencies 

development will eventually became the enterprise core competency. The learning activities in 

the organization on three different levels are inextricably linked. Organizational learning is 

the core competency for the formation, development and updating of the core competencies.  

Xie Hong-ming, Wang Cheng and GE Zhi-liang (2006) using the method of empirical 

research confirms the following conclusions: organizational culture, through the influence of 

organizational learning, thereby affecting core competencies. Organizational learning affects 

core competencies thereby affecting organizational performance. Core competencies have 

positive impacts on organizational performance. Organizational culture has no significant 

direct impact on organizational performance, but has indirect impacts on through 

organizational learning and core competencies. Organizational learning has not significant 

direct impacts on organizational performance, but has indirect impacts through core 

competencies construction. Although the conclusions of this study affected sample structure, 

survey data and other factors, but there are significant impacts on the study of organizational 

culture, f learning and the core competencies. 

XIE Hong-ming, LUO Hui-ling, WANG Cheng et al (2007) using Resource-Based View 

(RBV strategy), integrate learning theory, innovation theory and core competence theory, first 

to build a new theoretical model. They selected Southern China 202 companies as samples, 

the structural equation models were tested and corrected, and finally clarify the factors 

directly affect business performance improvement is not learning. Learning cannot bring 

direct impacts to the company's core competencies. Learning must through innovation to 

improve performance. Innovation is not directly enhancing the organization performance, but 

there is a mediation process to cultivate core competence. In addition, some scholars began to 

study the core competency of the industry and region. MAO Yan-Hua (2004), LI Xiao-min et 
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al (2009), CHENG Hao-Wen et al. (2009), DAI Wen (2010), analyzed and discussed the core 

competency of the telecommunications, medical devices, tobacco, railway passenger transport 

and other sectors, and raised issues related to and countermeasures to core competencies. 

Some scholars use the idea of core competencies for planning strategic roadmap for different 

regions, such as WU Bang-Mo (2010) 

2.3.2 Brand competitiveness related research 

Research in the competitive domain begins with Michael Porter’s literatures on Strategic 

Competitive (1980), Competitive Advantage (1985) and Competitive Advantage of 

Nations(1990). In 1990s, Chinese Scholars such as Bei, ZHANG Shi-Xian, and XU He-Ping 

& ZHAO Ying are early individuals involved in industrial competitive related research. WEI 

Hou-kai and CHEN Yao started researches in geographical / regional competitive. After the 

reform and opening up policy (1979), Chinese Scholars begin to study enterprise 

competitiveness and related sub-domains including product, technology and brand 

competitiveness. ZHANG Shi-xian (2007, p.28) says that: “Competitiveness refers to the 

ability of an enterprise to continuously provide product and service more effectively than its 

competitors in the competitive market, which can transform into profitable power and 

development potential.” ZHANG (2007) considered enterprise competitiveness as the 

foundation and core of all competitiveness. National, industrial, regional, segment and city 

level competitiveness are built on the enterprise competitiveness. On the other hand, 

enterprise competitiveness is supported by product, innovation, sales and brand 

competitiveness. ZHANG (2007, p.35) points out that: “An enterprise’s competitive factors 

are all ultimately reflected in its brand”. Therefore, brand is a reflection of an enterprise’s 

overall competitiveness.  

 



   

46 

Figure 2: Competitiveness Structure 

Source: ZHANG Shi-xian “Contemporary Brand Strategy” (2007) 

Chernatory (1996) considers that: “a successful brand can help consumer to identify product, 

service, people or place. To combine brand, product and service can best provide the unique 

value add required by consumer. The ability to maintain this value added in the competitive 

business environment is brand competitiveness.” ZHANG Shi-xian (2007) is among the 

earlier scholars who initiated the idea of brand competitiveness. According to ZHANG, 

Chinese brand competitiveness researches are focusing on two domains, i.e. market 

penetration rate and excess value creation power. ZHANG Shi-xian (2007, p.218) says brand 

value is the reflection of brand competitiveness power. A competitive brand has comparative 

advantage in market share and above market price power. Brand competitiveness research is 

about research on brand’s market leadership, international level, market good will, 

development direction and extension ability. It is very similar quantitative analysis of brand 

value, in terms of factors selection, research method and model design. Brand creates 

additional values to product. These values add are brand competitiveness. 

The study of brand competitiveness can be categorized into two schools of thought, i.e. image 

characteristic model and structure functional model. JI Liu-xiang (2002) considers brand 

competitiveness is about a brand’s image and characteristic to obtain market acceptance and 

support in the open competition. It is an integrated mean of corporate image as core; corporate 

strategy, management model, technology roadmap, cultural and image characteristics. Kottler 
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P. (2002a) considers brand as an intangible contract between firm and consumer. In the brand 

& price promissory exchange, firms provide the product and service superior quality promise 

in return for a promise to pay an above-market price from consumer for the brand value. 

Famous American advertiser and the founder of Ogilvy & Mather, David Aaker (1991) 

initiated the brand image theory. He considers brand is a comprehensive image of a sum for 

brand property, naming, packaging, pricing, history, goodwill and advertisement method. It 

also includes the consumer perception and experience on the brand. Therefore, brand is not 

only a logo and emotion. It also includes the sum of all consumer feelings of the brand.  

David Aaker (1991) also considers brand competitiveness is about ability to construct a strong 

and sustainable brand. Strong brand has the characteristics of value add, cannot replicate, 

extendable and uniqueness. Structure functional model scholars HU Da-li and SHEN Fei-long 

(2007) consider brand competitiveness as a market power to enable the brand to differentiate 

from its competitor for long-term internal growth. LI Guang-dou (2004) views brand 

competitiveness is a unique market differentiation power to require new market entrance to 

spend substantially high costs and efforts to distract consumer from the original brand loyalty. 

LIU Yin-qiu at el. (2007) says brand competitiveness is the market share power based on the 

enterprise’s production organization, R&D and technology innovation, market influential and 

development ability. Finally, LI Chang-jiang and WANG Yan-xia (2006) consider brand 

competitiveness is a relative concept developed in the dynamic market conditions and rules. It 

reflects the brand’s market coverage ability, consumer loyalty and brand’s innovation and 

development performance.  

BIN Hong-yan (2002) analyzes brand competitiveness from three perspectives, i.e. industry 

segment competition (industry competition power and industry segment organization scale), 

enterprise elements (technology, human resources, culture and information elements) and 

brand (brand profitability and advantage), and provides some recommendations to improve 

brand competitiveness. XU Ji-nan (2005) analyzes the brand competitiveness influential 

factors from enterprise internal and external elements. Internal influential elements include 

market factors (product, pricing, distribution channel, promotion and brand communication) 

and product factors (enterprise policy, management, technology, human resources, 

entrepreneurship, innovation and corporate culture). External influential factors include 

industry segment proposition, government policies, literature level and strategic alliance. HU 

Da-li and SHEN Fei-long (2007) find out four brand competitiveness influential factors, 

which include based factors (product function, quality index), structure factors (name, 

trademark), supporting factors (operational ability, capital power, human resources), and 
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enhancement factors (public relationship, advertisement and after sales services). 

SHI Peng-li and HAN Fu-rong (2008) define brand competitiveness implications as brand 

marketing power, brand innovation power, brand cultural power and brand leadership power. 

PU Xue-mei (2009) considers brand competitiveness implication factors as brand commercial 

power, brand operational power, brand development power and brand sales & marketing 

power. Many scholars trying to study and define brand competitiveness from different 

perspectives. All these are just like blind men touching an elephant. Enterprise competition is 

comprehensive. Therefore, brand can be considered as a reflection of the enterprise overall 

competitiveness in the market. ZHANG Shi-xian (2007) provides a comprehensive view on 

the strategic elements of brand competitive. According to ZHANG (2007), the strategic 

meaning of brand consists of (1) Quality (the core of brand); (2) Goodwill (the life of brand); 

(3) Management (the foundation of brand); (4) Innovation (the energy of brand); (5) Culture 

(the support of brand); (6) Image Planning (the cradle of brand); (7) Advertisement and 

Promotion (the wings of brand); (8) Capital (the mother of brand). ZHANG (2007) say that 

brand competition, according to Wooden Bucket Theory (Cannikin Law), the maximum 

capacity of the bucket is not depending on the strongest or longest piece, but the weakest or 

shortest piece. Therefore, any short coming will result in loss of the overall capacity of the 

bucket (2007, pg.43). 

Brand competitiveness is an extension of brand value. XU Ji-nan (2004) considers brand 

competitiveness is refer to a brand has superiority over its peers which cannot easily be 

replicated. This provides the power to develop, penetrate and obtain a larger market share. 

Brand competitiveness enables the enterprise to have price negotiation power, using a similar 

price to penetrate a larger market and survive/develop in the recession or competitive market 

condition. The characteristics of brand competitiveness include comparative, superior 

profitability, dynamic competitive, sustainable and resource integration powers. Some 

scholars consider brand competitiveness has eight core functions, i.e. brand core power, brand 

market power, brand loyalty power, brand coverage power, brand innovation power, brand life 

power, brand culture power and brand leadership power. It extends from core to leadership 

power. 

ZHANG Shi-xian (2007) views popularity as the core of brand competitiveness. According to 

ZHANG, besides consumer touch point’s access, the brand popularity is also influenced by (1) 

product/service quality index; (2) product catalogue; (3) product market proposition; (4) 

brand culture characteristics; and (5) parent branding factors. Apart from communication 
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channel, it is also important to have good reputation. Good brand reputation is derived from 

product quality, corporate goodwill and customer value realization. In terms of branding 

proposition, popularity is on horizontal (coverage) and reputation is on vertical (recognition). 

Without reputation, popularity is a liability. For consumer to continue support the brand, 

customer loyalty is imperative. Loyalty is refer to consumer recognize the brand values, not 

willing to switch brand/product and has negotiation power in the market. ZHANG Shi-xian 

(2007, p.47) says “on a similar scale, the smaller variance between popularity, reputation and 

loyalty, the better negotiation power the brand has.” “The influential power the brand has on 

its consumer is reflected by the brand loyalty level of the consumer. The brand loyalty is 

sustained by the continuous purchasing behavior of the consumer. Therefore, the repetitive 

purchase behavior is an important independent factor to brand loyalty” (ZHANG Shi-xian, 

2007, p.48). 

Figure 3: The brand competitiveness triangle 

 

 

 

Source: ZHANG Shi-xian “Contemporary Brand Strategy” (2007) 

2.3.3 Brand asset valuation related research 

After understanding the definition and structure of brand competitiveness, the next question is 

how to quantify brand competitiveness? FAN Xiu-cheng (2000) proposes a brand 

competitiveness model based o value creation theory. It serves as the foundation for Chinese 

brand competitiveness quantification and comparison. According to FAN, the Chinese brand 

has low competitiveness was due to enterprise adopted a traditional competition strategy. Its 

core objective is to defeat the competitor, by maintaining the current market share of the 

existing products through price and quality. FAN proposes that value creation as new strategic 

thinking. Through providing superior or new customer values, enterprise can penetrate 

existing market or create new market. The core is to win customer, rather than to defeat 

competitor. 

Brand can provide comprehensive asset value to enterprise; bring additional return to its 

owner. However, brand is a virtual asset and has no mortgage value. It represents the 

reputation of a firm. Good reputation can create values; bring continuous extra profits and 
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market share to business. Brand as an intangible asset can be quantified using some asset 

valuation methods. According to ZHANG Shi-xian (2007, p.205), “brand asset valuation is 

the asset value created based on how much actual return/benefits the brand can bring to 

business.” 

Table 4: Brand value quantification method 

Quantificati

on method 

Calculation method and formula Advantage, Disadvantage and Limitation 

Analysis 

Additional 

Return 

based on 

Current 

Value 

P= (T - E x I) / R 

P-Brand Value   

T-Expected Annual Return   

E-Sum of all Asset Valuation   

I-Industry Average Profit rate  

R-Interest Rate 

The advantage of this method is easy to 

understand and simple to use. Based on 

standard GAAP, the brand value of listed 

company is comparable. However, the usage 

of this method has 3 conditions: 1) it must 

have continuously profitable operational 

asset; 2) the future return of the asset 

(individual or sum) must be monetary 

quantifiable; 3) the future operating risk of 

the asset must be monetary quantifiable. 

These limit the usage of this method.  

 

Market 

Valuation 

Brand value is determined by the 

transaction price agreed between 

buyer and seller through the 

negotiation process 

The advantage is the price is defined by the 

market mechanism. A brand value is defined 

by the transaction value from the market. 

However, the market price is determined by 

the market condition (good or bad) which in 

turn affect the market valuation judgment. 

Also, it limits to situation when transaction 

happens to price the brand value. 
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Total Asset 

Premium 

When an enterprise sell, list or 

finance the entire business, the 

price the buyer pays for the entire 

asset, less tangible assets and 

calculated intangible asset, the 

residual value is brand value. 

 

This pricing model is affected by the market 

condition, and also restricted by actual 

transaction listing or selling to price the brand 

value. 

 

Market 

structure 

model of the 

America 

Financial 

World 

(1) Calculate the three powers of 

brand value. Market penetration 

power = enterprise sales revenue / 

industry total sales value. Market 

innovation power = return of net 

asset – industry average return of 

net asset. Market development 

power = new sales growth / 

previous year total sales. 

(2) Determine the share of each 

power in the brand valuation. 

Based on the industry standard 

(business size, industry traits) 

adjust the weights of each power 

for an adjusted weighted average 

percentage 

(3) Brand value = a benchmark 

brand value X adjusted weighted 

average percentage. 

The market penetration, profitability and 

growth rates can subjectively price the brand 

value. However, in actual practice, the 

prerequisite is a known benchmarking brand 

value. The question is how this benchmarking 

value is derived? And is it reliable? The 

accuracy of benchmark value will affect the 

comparative pricing of brand value. The issue 

has affected the application of this valuation 

method.  
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Interbrand’s 

brand value 

assessment 

model 

The value created by brand will 

sustain over a period of time. 

Therefore, the brand value can be 

calculated based on the relative 

strength of the brand return. 

Calculation method is V = L x G.  

V = brand value 

L = Average annual return derived 

from brand 

G = the strength of brand 

The limitation and disadvantage of this 

method is it requires excluding the return 

from asset other than the brand. Second, it 

needs to adjust the profitability from brand 

for economy development and inflation. This 

is to ensure the comparability and stability of 

profit. Last, an expert group to provide rating 

for the strength of brand. In the reality, the 

subjective judgment of rating can seriously 

affect the comparability and outcome of 

valuation.  

Kemin 

Model 

The brand valuation is based on 

the brand’s performance, 

enterprise’s technology innovation 

capability and market’s average 

return on capital employed.  

 

As this method does not consider the future 

return from the brand, the brand values 

derived from market reflection does not 

provide any long-term guidance on the 

brand’s future development. However, it is 

each to use and understand. 

Internationa

l generally 

used brand 

valuation 

quantificatio

n method  

Brand value = (operating profit – 

capital x 5%) x strength index. In 

this formula, the operating profit is 

the most important variable. It 

determines the brand valuation. 

Less 5% capital as this is the 

normal return from non-branded 

operation. The strength index is 

determined by the expert group, 

based on documented information 

or own-image.  

This method proposes brand value is derived 

from extra profit from brand. Good brand can 

help improve price negotiation power and 

thus the firm’s profitability. However, the 

rating is judgmental and lack of scientific 

supports.  
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The Chinese 

specific of 

brand 

valuation 

formula 

 

Brand value = Brand’s market 

penetration power + Brand’s value 

creation power + Brand’s 

development potential 

Market penetration power refers to 

the sales revenue. Value creation 

power refers to profitability. 

Development potential refers to 

the sum of (1) corporate 

trademarks; (2) brand’s history; (3) 

export and overseas operation 

condition; (4) investment in 

advertisement and communication, 

and technology leadership and 

copyright R&D capability  

The Chinese specific of brand valuation 

formula is more emphasize on sales revenue, 

whole the international model is more focus 

on profitability. This can be explained by 

economy revolution model of China. To 

compete with International Brand, the 

Chinese businesses adopted the market share 

penetration strategy and sacrificed 

profitability. The scattered brands, local and 

industry protection factors also increased the 

market competition costs, and there affected 

the profitability.   

Source: Author’s analysis 

ZHOU Mei (2005), based on the theory of brand asset value proposed by Keller (1998a), 

enhances the brand competitiveness assessment model from an enterprise internal 

management perspective. According to ZHOU, assessment of brand competitiveness should 

be based on three principles: (1) It is future oriented, focus on the future performance of the 

market resulting from the brand competitiveness. It is therefore should assess the future 

income capability generated from the brand; (2) It should focus on the source of brand 

competitiveness. It should provide information to the business as how to improve the brand 

competitiveness and performance; (3) The assessment method should practical; The 

assessment index should also be flexible to timely reflect the changes in the brand 

competitiveness. 

ZHOU Wen at al. (2005) introduces the concept customer values of brand competitive 

advantage into the brand competitiveness assessment model. According to them: 
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Customer value advantage factor = (branded product value – branded product cost) 

/ (competitive branded product value – competitive branded product cost) 

Brand competitiveness = customer value advantage factor X weight1 X (market 

share X weight2 + extra predictability rate X weight3 + good reputation x weight4) 

Figure 4: Brand customer value advantage factors 

 

In summary, Chinese SME manufacturers are generally lack of own-brand construction and 

management experiences. In order to become bigger and stronger, Chinese SME 

manufacturers need to improvement brand awareness and brand competitiveness. ZHU Lei 

and MA Cui-liu (2009) constructed a four dimension model, i.e. The Model of Brand Credit 

Degree, Choice Cost, Choice Efficiency and Production Efficiency, BCCP Model. They 

concludes that in the age of information overflows, brand as a symbol of profit and value, the 

core of brand function is to reduce the selection cost of consumer. ZHU Lei and MA Cui-liu 

(2009, p. 162-163) says that “Core competency is based on the foundation of technology 

innovation and management innovation. Technology innovation has two levels, i.e. core 

technology development and core technology application. Core technology produces core 

product and thus brand competitiveness. Core technology application provides cost, 

technology, management and market advantages, which in turn become the technology-based 

core competency. Management innovation develops core management strategies, which in 

turn becomes the management-based core competency.” 

The China Academy of Social Science (CASS) industry research center China Enterprise 

Brand Competitiveness Index working group, China Academy of Marketing Brand 

Management Committee (www.chinanb.org.cn), experts and scholars collected data and 

performed research on the topic of China Enterprise Brand Competitiveness. The research 

comprehensively analyzes the brand competitiveness of Chinese enterprises in different 

industry, and produced the China Enterprise Brand Competitiveness Index Report. The Report 

provides guidelines to government and businesses on own-brand construction and 

development. It also helps consumers to judge brand values. The Report includes detailed 

analysis of 16 industries from 4 different perspectives, i.e. overall competition environment, 

the index ranking, the index assessment and brand value ranking. The industrial brand 

competitive was analyzed regionally. The ranked enterprise brands were assessed based on 4 

dimensions which are financial performance, market competitiveness, brand development 

potential and consumer supports. The Report also provides recommendation on how to 
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improve brand competitiveness in different industry. The Report has four sections: (1) brand 

competitiveness index overall assessment by industry; (2) 2011 brand competitiveness 

regional report; (3) 2011 brand competitiveness index detailed report; and (4) brand 

competitiveness enhancement strategy.  

Competitiveness Brand index (CBI) Model divides the enterprise brand competitiveness 

performance into financial and market performances. Enterprise support as brand 

development potential, while consumer support as competitiveness indicator. The CBI Model 

is systematic (Internal factors include development potential, financial and market 

performance indicators, external factor includes consumer support), dynamic (current 

indicators include financial and market performance, and consumer support. Future indicator 

include development potential), scientific (qualitative indicator include development potential 

and consumer support, and quantitative indicator include financial and market performance). 

Competitiveness Brand index System (CBIS) is a comprehensive multi-indicator assessment 

method, using index to reflect the brand competitiveness level and future development trend. 

CBIS consists of 4 level one index, 18 level two indexes and 72 level three indexes. It 

calculates and weights multi-factors that affecting the brand competitiveness in order to 

develop an indicator/index system that able to monitor the brand competitiveness dynamics 

and trends based on statistical data to form the Competitiveness Brand Index (CBI). The CBI 

can reflect the brand unique capability to differentiate itself from the competitor/competing 

brand and remain leading. The index selection and weight are developed based on three round 

of expert rating Dephi group. First round is internal expert rating, second round is CASS 

rating, and third round is Chinese brand management expert rating. Based on three rounds of 

expert rating, the weight of each CBI derived and form the Competitiveness Brand index 

System (CBIS). Therefore, CBIS is a comprehensive multi-indicator rating system. It includes 

the enterprise brand competitiveness index (CBI), brand competitiveness reference index 

(CBI-X), brand competitiveness application index (CBI-Y), brand competitiveness sub-index 

(CBI-Z). CBI-X is brand competitiveness based on different levels (different industry and 

locations) to assess the enterprise brand competitiveness overall situation and provide a rating. 

CBI-Y is a benchmarking indicator of relative brand competitiveness between different 

brands. CBI-Y provides guidelines to better brand management based on different 

development stage, competition environment and brand healthy. CBI-Z is divided into several 

indexes, such as financial index, market index and brand development potential index.  
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2.4 Enterprise sustainable development related research 

Sustainable development becomes a hot topic since 1980, and society started to review the 

traditional development model. United Nations Conference on Environment and Development 

(UNCED) (Rio de Janeiro, 1992) considers sustainable development as a common challenge 

to human being in the development strategy toward 21 century. Chinese government also 

highly cares about sustainable development and provokes the concept of scientific 

development: people-oriented, comprehensive, integrated and sustainable development. 

Sustainable development becomes the highest standard in the business community. LIU 

Li-gang (2000) considers sustainable development is about how enterprise excels in 

innovation, remains its competitive advantage in the business environment and realizes its 

strategy objectives. An enterprise in the develop process needs to continue expanding its 

market shares and economy scale, adopts to the changing environment, effectively utilizes its 

natural resources and continues to enhance its profitability capability. LIU Li-gang also says 

enterprise in the considering of sustainable development needs to consider the enterprise life 

cycle and sustainable development. 

LI Zhan-xiang (2000) says enterprise sustainable development is reflected in the enterprise 

development process. First is a sustainability, which according to the life cycle theory, 

enterprise operation period is the reflection of sustainable development. If an enterprise is live 

long enough in benchmarking with industry average standard, it is considered sustainable. 

Second is development, which enterprise growth will inevitably expand its operation scale. 

Enterprise in the development process will encounter a lot of issues and problems. Enterprise 

needs to development capability and reposition its strategy, accumulate experience and 

develop its sustainable development capability. XIAO Hai-lin and FANG Yu-hua (2004) 

consider enterprise develops through its experiences and internal capability enhancement. A 

firm as a fortune creator, in the quest of fulfilling the needs of stakeholders, also continues to 

develop its resource organization and utilization capability and achieve its objective and 

sustainable development. BIN Ming-jie and WU Guang-biao (2001) find that Enterprise 

sustainable development is a long-term process. Enterprises need to have effective resources 

utilization capability. To expand market share, enterprises need to analyze and resolve internal 

development issues and poses a healthy development mechanism. Wang Xu-xiao (2004) 

defines enterprise sustainable development as a process which enterprise to continue survive 

and sustain its development. It requires enterprise to consider, in achieving operation 

objectives and improve market position, sustain the leading position in current competition 

environment and continue high revenue / profit growth in the new operation environment, to 
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keep the organization sustain healthy and progressive development in a long period.  

2.4.1 Enterprise sustainable development assessment system related research 

Based on above analysis, enterprise sustainable development focus on (1) improve 

profitability; (2) sustain or enhance share market; (3) improve enterprise resources utilization 

rate; (4) continue innovation and learning capability; and (6) harmonize between enterprise 

development and its environment. These are very much aligned with the concepts of learning 

organization and knowledge-based organization. Learning organization was first discussed by 

Peter M. Senge in his book The Fifth Discipline. According to Senge, a learning organization, 

when facing fast and large changes in its external environment, has an organization capability 

of simple, lead, flexible, self-learning, organization and reengineering, to main 

competitiveness. Knowledge-based organization was first discussed by a Sweden 

entrepreneur and financial analyst Karl-ErikSveiby (1997) in his book The New 

Organizational Wealth: Managing & Measuring Knowledge-based Assets. Based on his 

analysis of knowledge-based listed entities, Karl-ErikSveiby finds a common trait of 

Knowledge-based organization which is in the surviving and competitive environment, 

knowledge is the source of organization sustainable competitive advantage. In the strategy 

domain, it is about the ability to use knowledge to develop a sustainable organization. 

Karl-ErikSveiby divides intangible assets into three parts: employee capability, internal 

structure (copyright and culture) and external structure (customer relationship and public 

image). Many of these concepts are similar to brand competitiveness.  

In long-term, contemporary enterprise objective should not only focus on maximizing current 

profitability. Instead, it should reasonably arrange current and future return, develop 

sustainable survival and continue profitability capability (ZHOU Quan, 2009). Currently, 

scholars have three school of thoughts on enterprise sustainable development, i.e. (1) 

Ecological sustainable development (environment protection and reasonable use of natural 

resources); (2) Economical sustainable development (long-term return and continuous 

profitability); and (3) Sociological sustainable development (natural environment protection 

and contrition to society). Ecological sustainable development stress that the enterprise 

activities should minimizing the consumption of natural resources, improve resources 

utilization rate and comprehensive use of resources, waste reuse and assume the responsible 

to protect the ecology environment. Economical sustainable development requires enterprise 

to improve and sustain the high level of productivity. Sociological sustainable development 

concerns about the people-oriented and focuses on the society benefits from development. 
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Table 5: Sustainable development and various schools of thoughts 

Assessment 

method 
Key literature Advantage, disadvantage and limitation 

Single 

financial 

indicator 

ZHOU Yong-ying and CHEN 

Rong-qiu (2000) use net asset return 

to evaluate enterprise sustainable 

development capability, as this is a 

reflection of enterprise’s ability to 

long-term development and 

profitability. SONG Jian-feng (2000) 

found that Earning per Share (EPS) 

for listed entity is a key ratio used by 

investor to assess the organization’s 

sustainable development ability.  

This method is commonly used by investor to 

rapidly assess the ability of an organization to 

profitability and investment return. However, 

as a single financial indicator, it is lack of 

reality and easy to be mechanically 

manipulated by accounting treatment. Also. A 

single indicator is difficult to provide a 

comprehensive assessment to enterprise 

sustainable development ability.  

Multiple 

financial 

indicators 

XU Guo-xiang, TAN Xiang-qiu and 

HU Sui-hua(2000) select profitability, 

gearing, ability to pay debts, asset 

management, growth, capitalization 

and operation ratios to evaluate a 

listed entity’s sustainable 

development.  

Many security firms use key financial indicator 

(such as liquidity, return on asset, net asset 

return, profit growth and gearing ratios) to 

evaluate a listed entity’s sustainable 

development. However, these are limited to 

company level economical assessment.  

Multi 

regression 

method 

CHEN Jing (1999) through an 

empirical study finds that modeling 

can be used to evaluate an entity’s 

sustainable development situation. 

JIANG Xiu-hua at al. (2002) 

developed a model to forecast the 

possibility of a firm to encounter 

financial crisis. They used four 

independent variables (gross profit 

rate, short-term borrowing ratio, 

account receivable ratio and the share 

concentration ratio) of listed entity and 

based on the corporate governance 

Although it uses multiple period and weighting 

of multiple factors in a regression model, it has 

its limitation in terms of the assumption. This 

method assume that a firm that in financial 

crisis will affect the ability of the firm to 

sustain development. However, it cannot prove 

that a financial healthy firm will have no issues 

in sustainable development.  
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structure to evaluate an entity’s 

sustainable development situation.  

Financial 

modeling 

method 

ZHU Kai-xi (2001) finds that the share 

market value reflects the healthy 

development of a listed entity. 

Constructing an EPS sustainable 

growth model can help to evaluate the 

capitalization of a listed entity and 

thus an entity’s sustainable 

development situation. SU Dong-wei 

and Wu Yin-ru (2005) analyze the 

long-term performance issues of 

Chinese listed entities, and find that 

applying a sustainable development 

evaluation model can help subjectively 

evaluate the overall capability of a 

listed entity. HUANG Yong-hong 

(2002) used Sustainable Growth Rate 

(SGR) to evaluate the enterprise 

development condition.  

The model focuses on the long-term 

profitability and core competitive power. 

However, it does not include the environmental 

and sociological factors into the model. 

Therefore, it cannot be used effectively and 

comprehensively to evaluate the sustainable 

development of a listed entity.  

Society, 

economy and 

environment

al modeling 

method 

 

 

GUO Fu-chu (2006) constructed an 

enterprise sustainable development 

evaluation model based on the value 

of the business. This model uses the 

balanced scorecard concept and 

Economic Value Added (EVA) 

calculation method. This is more 

comprehensive and scientific proven. 

WEN Shu-bin and XUE Heng-xin 

(2005) develop a new and 

comprehensive corporate performance 

model, which include economical, 

environmental and sociological 

factors. This model is both dynamic 

The first few evaluation models are 

financial-driven, but lack of economic, 

environmental and sociological factors 

consideration. Therefore, the current trend in 

sustainable development evaluation is taking a 

more comprehensive of financial and 

non-financial factors into consideration.  
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and static. It has resolved some of the 

limitation in previous evaluation 

model. 

Source: Author’s analysis 

LIU Li-gang (2000) consider three factors in affecting enterprise sustainable development: (1) 

enterprise core competency. Enterprise in advancing its core competency will increase 

investment in technology innovation in order to enhance the overall competitiveness in the 

business environment. (2) Expansion of business scope. Enterprise faces limitation in current 

business scope in the process of sustainable development. In the surge of sustainable 

development, it needs to expand new business scope in order to prevent fall in main operation 

income and share market. (3) Management and innovation capability. In sustainable 

development, the management executives need to run a highly effective operation, focus on 

corporate culture and new core values, and transforming theses capability into power for 

sustainable development. Management capability can breakdown into strategic, operational 

and HR management. Innovation management can include technology innovation, business 

model innovation, policy innovation, sales model innovation and organization innovation. All 

these are very important in the sustainable development process. Each improvement in these 

factors will enhance the ability of an enterprise in sustainable development. 

LIU Bang-chen and JIANG Tai-ping (2000) review the sustainable development factors from 

the organization level. They find that (1) Corporate operation philosophy. It is a paradox to 

decide between economic and environmental priority in business decision. Most businesses 

tend to set narrow and short-term objectives in daily operations. (2) Corporate policy. Most 

organizations do not have a sustainable development management department. (3) Corporate 

culture. Most organizations do not care about sustainable development. Lack of internal 

incentive and most employees ignore the importance to maintain corporate image in 

sustainable development. (4) Corporate internal issues, such as cash shortage, disqualified 

products and machines. Enterprise in the sustainable development process can be largely 

influenced by the self-interest of the shareholders. Listed company shareholders for personal 

benefits, may make a decision that not optimize for the long-term growth of the business. This 

can be reflected from the corporate governance structure of the listed entity.  

Based on the above analysis, the current study of enterprise sustainable development is 

limited in the context of Chinese businesses. (1) Current study is focus on factors that 

affecting sustainable development, strategy adopted business for sustainable development and 
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assessment framework for enterprise sustainable development. (2) Most scholars in studying 

and assessing enterprise sustainable development are only focus on economy domain. 

Environment, ecology and society domains are seldom considered. (3) Currently study on 

Chinese enterprises sustainable development issues from a theory or academic perspective is 

limited.  

2.5 Brand competitiveness, corporate social responsibility and sustainable development 

related research 

ZHANG Shi-xian (2007, p.87) says “In implementing band strategies, integrity is the core 

value of branding… Brand goodwill is constructed from the corporate integrity and trust. 

Brand goodwill and reputation is built on the corporate social responsibility assumed by the 

business. Only real corporate citizen can build long lasting and high reputation brand 

goodwill”. ZHANG Shi-xian (2007, p.88) continues “corporate social responsibility has 

several perspective (1) on basis of strong return rate, provide values to customer, respect and 

protect employee and cooperate with stakeholders; (2) comply with laws and sustain 

development, pay taxes and protect environment; (3) enhance humanistic care core value, 

service community and care about non-commercial society contribution.” High quality 

enterprise brand is based on the brand goodwill (customer loyalty) from corporate social 

responsibility undertaking, which in turn becomes the cornerstone for enterprise sustainable 

development.      The relationship between brand and enterprise sustainable development 

is mutual interdependent, mutual constraining and co-exist. The brand quality affects the 

development of an enterprise. Good brand has market leadership. Enterprise development 

goes hand-in-hand with brand competition. Brand helps enterprise profound. 
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Figure 5: Brand and sustainability conceptual model 

Source: ZHANG Shi-xian Contemporary brand strategy (2007) 

Other Chinese scholars are generally supporting ZHANG Shi-xian’s (2007) view that there 

are relationships between brand competitiveness, corporate social responsibility and 

sustainable development. ZHANG Yan-ping (2010) considers corporate social responsibility 

and enterprise sustainable development have strong relationship. Only enterprise that assumes 

corporate social responsibility can sustain development. Only sustain development can ensure 

win-win between enterprise and society. ZHANG Yan-ping (2010, p.47) says “the core of 

corporate social responsibility is enterprise actively pursues and assumes its social 

responsibility. Social responsibility provides resources to enterprise for competitiveness. 

Include and prioritize corporate social responsibility in the corporate strategy is a way to 

ensure sustainable development. The enterprise externality theory considers corporate social 

responsibility as the key condition for enterprise to survive and develop. Enterprise actively 

assumes corporate social responsibility as it plays an important role in maximizing 

profitability and sustaining development. It also helps prevent risks and provide protection to 

core competency. On the other hand, the reversal force theory considers enterprise reactively 

assume corporate social responsibility due to the pressure from externalities. Enterprise is 

forced to take corporate social responsibility under the pressure of external environment and 

internal policy. The external environmental forces compel enterprise to assume corporate 

social responsibility.” The above enterprise society capitalism and competitiveness is a 

reflection of enterprise comprehensive competitiveness, i.e.is brand competitiveness.  

Through corporate social responsibility, enterprise can earn good reputation and create good 

society environment for sustainable development. These will help enterprise to maintain 

strong protection to crisis and keep long-term sustainable development. FENG Qiao-yun 

(2010, p.76-77) says “(1) enterprises assume social responsibility to improve corporate 

integrity, enhance corporate image and increase brand competitiveness. (2) enterprises 

assume social responsibility to reduce production and operation costs, and increase 
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enterprise operation performance. (3) enterprises assume social responsibility to meet 

continuous operations needs. (4) enterprises assume social responsibility to improve 

corporate culture.” Ma Hong-yan (2008, p.24-25) further says “In order to understand the 

basic type of corporate social responsibility, we need to analyze the needs of contemporary 

enterprise stakeholders. The definition of stakeholders is referring to the contemporary 

enterprise sustainable development related individual and organization.” The first direct 

stakeholder group is employee and customer. The second direct stakeholder group is investor 

(include company, listed entity, individual and organizational investor), cooperation partner 

and supplier.  The third indirect stakeholder group is government, media, community and 

society. Enterprise needs to care more about social responsibility in order to sustain 

development. Only those enterprises that assume social responsibility can gain trust and 

respect from the society and community. Based on the society peace and scientific 

development concept, enhance the sustainability of business, enterprise can achieve long-life 

and become 100 years old business.” 

2.5.1 Brand, Brand Competitiveness, Corporate life of vitality (sustainable development) and 

SME manufacturer related research 

Brand competitiveness is very important to SME manufacturer, especially for long-term 

sustainable development. As market competition intensifies, the awareness and urgency of 

own-brand construction become more and more important. Brand’s comparative advantage is 

a reflection of the overall competitiveness of a business. Enterprise’s innovation capability, 

product and service quality, business integrity and culture have strong influences on enterprise 

branding. Enterprise needs to continue create new products in order to meet the changing 

needs of consumers. New product creation is based on technology innovation. Continuous 

technology innovation can help improve brand competitiveness (YAN Shuang-sheng and 

ZHANG Ren-jun, 2004). Based on data analysis, customer satisfaction is the key to loyalty. 

Product & service quality and brand competitiveness has string relationship (WANG 

Chun-xiao at al. 2003). Good corporate reputation can provide enterprise assurance to survive 

and develop. For enterprise, integrity has a long of meaning and value. It is not only improve 

transaction efficiency, reduce transactional costs and help consumer to construct brand loyalty 

(DONG Zhao-jiang, 2003). In facing the globalization wave, Chinese enterprise need to 

enhance brand competitiveness in order to win the market. Chinese enterprises need to review 

the culture and value of own-brand, modernize, humanize and globalize the brand strategy to 

improve its brand competitiveness in global arena (FAN Er-ping, 2005). In conclusion, brand 

competitiveness can help enterprise to get more sales and more profit, earn a more strong, 
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stable and unique competitive advantage (Kevin Keller, 2003). Brand as an intangible asset 

can help provide high price premium, future stable income and satisfy the emotional needs of 

consumer group.  

Chinese SME manufacturer’s brand competitiveness can help enterprise to improve overall 

competitive power, anti-economical adaptation power, resources concentration and concur 

high-end market. The smaller brand differentiation, the stronger the monopoly to consumer. 

When the brand competition is weak, consumer is less sensitive to pricing. The possibility of 

monopoly is higher in such case. This is can explain that brand competitiveness has strong 

influence to enterprise overall competitiveness and monopolize high-end market capability 

(XU Ji-nan, 2004). Brand competitiveness is a key resource to enterprise, as it can concentrate 

the overall capabilities and resources of an enterprise. These resources are using enterprise 

branding as their carrier. From an internal organization perspective, good brand is resulting 

from an effective organization of firm resources (human and materials). From an external 

organization perspective, good brand can result in high market share and profitability, high 

value-add, long life cycle, good customer relationship and other traits that differentiate it from 

its competitors. These traits include the characteristics of long-term, difficult to intimate, 

motivating and extendable (SUN Su, 2007). Enterprise can increase its anti-economical 

adaptation power and resources concentration power. These can help the enterprise achieve 

healthy development objective.  

Enterprise life or vitality is referring to enterprise survival development, especially the 

sustainable development power. Enterprise vitality is ability to adapt to changing environment, 

survive and develop, and self-organization metabolism. Different from competitiveness, 

enterprise vitality has to adapt to competitive and non-competitive situation. Enterprise 

vitality has survival and development two domains. The self-organization metabolism is an 

internal healing process. Competitiveness is influenced by externalities. Enterprise life or 

vitality is an internal self-organization and healing power. Enterprise life or vitality has six 

domains of organizational will, presence, structure, caliber, communication and feedback. It 

requires the organization to adjust and adapt to the changing environment, and finally for 

healthy and balanced development. To sustain healthy development, the leadership needs to 

control and manage many aspects, not limited to organization itself (CHEN Feng, 2005). To 

achieve healthy development, an enterprise should not chase after performance or competition. 

This will lead to short-term success or star. Many Chinese firms go abroad to develop were 

failed as they do not have strong enterprise health or vitality. 
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Brand competitiveness and enterprise life or vitality (sustainable development) have strong 

mutual relationship and form a system concept. This concept stresses the important of brand 

competitiveness formation factors and reasons, and their influences to enterprise life or 

vitality. Based on the enterprise operation objective and proposition, enterprise performance is 

reflected by needs to survive, accumulate energy and develop capabilities. These operation 

performance traits is survival driven, performance base and realization oriented in terms of 

period and focus on non-financial indicators. Enterprise operation performance assessment 

include financing, market development, investment opportunity sizing, structure adjustment, 

innovation and R&D, talent reserve and management adaptation power (ZHANG Rui, 2009). 

All in all, brand competitiveness can help organization extend and improve enterprise life or 

vitality (sustainable development). 
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Chapter III: Theoretical Framework 

3.1 Research topic 

Since the reform and opening up, China has rapid economic development in SMEs and private-owned 

enterprises (POEs), and gradually they became an important force in economic development. However, 

in recent years, SMEs are facing shrinking markets, financing difficulties, expensive labor, recruitment 

difficulties, raw material prices increasing, the export tax rebate policy adjustment, the RMB 

appreciation and so on a range of issues. A correct understanding of the current situation and the 

problems faced by SMEs in the development of our country, for the promotion of the health of our 

national economy has a very important practical significance for sustainable development." The 

average lifespan of 11.1 years of Chinese manufacturing enterprises, including lifespan of only 7.9% 

(less than 10 percent) over 20 years SMEs." Recently, the annual global market data report revealed 

the lifespan data of Chinese manufacturing SMEs. The sample data were taken from the Pearl and 

Yangtze River Delta of more than 1000 high-quality manufacturing groups, 60% of the sample from 

the Pearl River Delta and 40% samples from Yangtze River Delta. Since it is a high quality sample 

results obtained naturally, the resulted lifespan found only 2.5 years longer than PwC’s research. With 

more than 30 years of business is very small population, mostly Taiwanese or Hong Kong enterprises. 

The report notes that domestic firms in general have less than five years lifespan, manufacturing 

enterprises accounted for 17.9%; lifespan of 6-10 years accounted for 27.4 percent; lifespan of 11 to 

15 years accounted for 32.3% (11-15 years lifespan is the large group), life span 16-20 years 

accounted for 14.5%, more than 20 years lifespan accounted for only 7.9%. 

With the gradual disappearance of the demographic dividend of young and cheap workforce, Made in 

China is suffering unprecedented crisis. China is undergoing a manufacturing industrial crisis, shoes, 

lighters and other labor-intensive industry is losing competitive advantage. If demand factors do not 

change, Chinese manufacturers will disappear in a few years. Future for Made in China, its meaning 

will be more reflected in the brand and innovation. Chinese manufacturing is time to upgrade, the way 

out is to take the branding route. China has always been known as a manufacturing country, low-end 

branding country, famous for manufacturing, but little to show for the branding, which in long-term 

development of the manufacturing industry is not a good thing. Foreign companies in some developed 

countries are all emphasizing in brand value development, from production, technological, 

management to product innovation. In modern times, especially with the arrival of the mobile Internet 

era, people's consumption concept has changed, simple and low-quality products are unable to meet 

the development needs of the market, and Chinese manufacturing enterprises need to develop good 

branding for superior product to maintain market shares. Chinese manufacturing need to enhance the 
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total productivity efficiency, and the future of Made in China, its meaning will be more reflected on 

the brand and innovation, rather than simply imitate and low-end products. 

Therefore, technical innovation and brand management are important turning point and Chinese small 

and medium manufacturing enterprises need to upgrade their industry structure. The author has been 

manufacturing businesses for thirty years, deeply understands the importance of technical innovation 

and brand management, particularly profound impact on the sustainable development of enterprises. 

To this end, the authors conduct the research on his own business and EDBA classmates businesses to 

find out the relationship between corporate brand and sustainability. The aim is to find a development 

path for Chinese small and medium manufacturing enterprises in the new challenges. 

3.2 Prime theory: Resource based view (RBV) theory  

The basic idea is that the resources on the enterprise as a collection of resources focused on the 

characteristics of the target and the strategic elements of market resources. RBV is used to explain the 

differences in sustainable business advantage and mutual differences. Resource-based theory considers 

the enterprise is a collection of various resources. Due to various reasons, companies have the 

resources vary heterogeneity. This heterogeneity determines the difference between the 

competitiveness of enterprises. This chapter analyzes the development of resource-based theory, the 

core ideas and theories used therein. 

3.2.1 The origin and development of RBV theory 

Resources are the fundamental source of competitive advantage is the core concept of resource-based 

theory. In 1933, economists Chamberlin and Robinson studied the importance of specific resources to 

enterprises, and a special ability or matching resources is a key element to ensure an enterprise to 

obtain economic returns in rather non- competitive or monopolized state. They believe that these 

factors are reflected in heterogeneous enterprise, Chamberlin also specifically lists several resources, 

including our well-known management coordination capabilities, technical capabilities, etc. which can 

be more clearly seen in the prototype concept of resource-based theory of resource (Chamberlain, 

1961).  

In 1959, Penrose in The theory of the growth of the firm article describes the enterprise as 

“coordinated and defined the boundaries of a set of resources administrative framework.” She believes 

that the company's internal resources are the engine of growth. The source of enterprises growth is the 

product of excess resources and effective use of resources. This raises the level of awareness about the 

resources importance and business growth attributed to the use of internal resources (Penrose, 1959). 

But more precisely, as early as in the economic theory, a book Marshall had proposed enterprise 
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features inherent impact on enterprise performance, enterprise growth law describes as "a business 

grow, and become stronger, but maybe later stagnation, decrepit , at its turning point, there is a 

balance or equilibrium between the forces of vitality and decay." Therefore, in this sense, Marshall is 

the resource-based view of pioneer founders (Marshall, 1979). 

1980s is a resource-based theory of rapid development period. In 1984, Wernerfelt proposed internal 

resources of the company to gain economic profit and the importance of maintaining a competitive 

advantage. In his view, the internal organizational skills, resources and the accumulation of knowledge 

is the key to explain the enterprise to obtain excess returns, maintain a competitive advantage. 

Compared with the external environment, internal resources have greater significance, with respect to 

which enterprises to create competitive advantage has decisive role. His views have a very profound 

impact (Wernerfelt, 1984) on the theory of business growth since the 1990s. Later Winter, Barney, 

Dierickx, Cool, Schendel, Conner, Petaraf, Foss, Heene, Collis, Shuen et al further explore enterprise 

sustainable competitive advantage. From the perspective of internal resources and capabilities of the 

company to produce and maintain a competitive advantage has been studied together to form the 

so-called resource-based theory school 

Some Chinese scholars of resource-based theory have more in-depth local theoretical and applied 

research. For example, YANG Du, starting from the concept of management resources, by the number 

of management resources, nature, structure and main characteristics of four dominant business growth, 

analyzed the economies of scale theory constitute the core business growth, growing economy and 

diverse economic, and their combinations in a compound economy. He pointed out that business 

growth including the amount and quality of growth, business growth performance is not just a mere 

quantitative expansion, must also include a qualitative change, with particular emphasis on resource 

underutilized is the source of business growth ( YANG Du , 1996 ). ZHANG Lin-Ge studied the 

enterprises competitiveness resources relationship and the competitiveness resources’ structure and 

relations. He proposed a three-dimensional model of business growth on the basis of Yang Du’s 

two-dimensional growth model. In ZHANG Lin-Ge’s 3D model, he added the enterprises 

competitiveness as a new dimension. He believes that the relationship between competitiveness and 

enterprise scale was "S" shaped curve. With the expansion of the scale, competitiveness gradually 

increased, after more than a certain optimal size, competitiveness is decreasing. Competitive and 

Business ability is in the "X" type relationship. With the transition to the business diversification, 

economies of scale to improve competitiveness gradually increased over a certain extent. When 

diversification exceeds the X point, competitiveness declines (ZHANG Lin-Ge, 1998). ZHOU 

San-Duo, on basis of YANG Du’s foundation, summarized the process of business growth as follows: 

a single product - leading products - diversification process. He analyzed the three-dimensional 
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business growth model of ZHANG Lin-Ge’s which proposed the relationship between firm size, 

business structure and competitiveness. After that, he combined with American scholars Markides’ 

(1995) diversification and refocusing theory, and proposed that business growth process follows 

specialization - diversification - Refocusing path (ZHOU San-Duo, 2002). 

3.2.2 Core principles of RBV 

Enterprise heterogeneity is the basis for the establishment of resource-based theory. A major feature of 

heterogeneous resources is poor mobility of resources among enterprises. Dierickx and Cool (1989) 

consider the heterogeneity of resources is completely immobile and cannot be traded. The author 

believes that the brand is the overall competitiveness performance of a firm. It is specific resources, 

consumer trust and recognition, cannot be easily copied or substituted. Brand, therefore is a 

heterogeneous resource. In such case, unique, valuable, scarcity and immobilize brand resource is a 

source of excess profits, and this resource is difficult to be replaced by other resources. Effort is 

needed to sustain the development of these enterprise resources. Therefore, enterprises should get a 

favorable monoply or competitive position that has some unique internal resources (such as, brand 

competitiveness, management systems and technical innovation capability). The uniqueness of 

specific resource is especially important to those companies lacking the strategic enterprises resources 

(such as technology, channels, monopoly, talent and brand). This is the basis for deriving the logical 

resource base theory. 

Resource-based view theory is a resource integration concept. This is very similar to many 

contemporary Chinese companies often say resource integration concept. Early researchers determine 

the competitive position of a company by just some tangible strategic resources (such as money funds) 

as source. Wernerfelt (1984) in the first time considered the resource is defined as "anything that can 

be considered a strength or weakness to the business. More formally, an enterprise resource can be 

defined as the permanent-owned enterprises (tangible and intangible) assets. Example of resources is 

brand, internal technical knowledge, highly skilled employees, trade links, machinery, efficient 

program, capital and so on.” Berney (1991) defined the enterprise resource as "an enterprise 

controlled and made assets which and help develop and improve the efficiency and effectiveness of the 

implementation of strategies, capabilities, organizational processes, corporate identity, information, 

knowledge, and so on." Peteraf (1993) further believe heterogeneity of the resources reflect in the 

resource supply is limited, at least impossible to rapidly expand its supply, so these companies can 

have on these resources due to monopoly and get more than the average profit of rent. Olive (1997), 

from the internal view, revealed that the scarcity of production processes within the enterprise, 

goodwill, patents, proprietary technology and institutional capital and institutional actors such as 
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customers, communities and the government are all possible forms of limited resources. 

Overall, the resource-based theory is an endogenous theory of path dependence. Resources form the 

foundation for companies and business expansion incentives. Management capacity will determine the 

boundaries of the enterprise, the maximum limit of the existing business expansion and management 

services for the expansion. The ratio of enterprise investment management services needed for the 

expansion (such as technology, research and development, channel and brand effects, etc.) depend on 

the expansion of its own characteristics, market environment, new business and existing business 

relationships and methods of expansion (such as investment in brand building and business expansion 

will also affect the market rate and scale). Internal incentive for business expansion resulted mainly 

from corporate existence of surplus production services, resources and special knowledge and 

innovation. Because of these resources cannot be separated from the firm, resource diversification and 

continued innovation can lead business to have continued excess resources. It is impossible to derive a 

full equilibrium, so companies will always have dynamic growth incentives. For example, a company 

with brand value and competitive enterprises reserves, in expanding market will be more effective and 

faster than those businesses without the resources. For example Xiao-Mi, Samsung and Apple reflect 

the value of the brand is to use fewer resources to achieve a better effect on the market (XU 

Xiao-Ming and Xu Zhen, 2005). 

3.2.3 Brand competiveness and sustainable development study based on RBV 

Brand value creation and accumulation continued in the business daily operations, and also reflects the 

brand as an extension of resources and reserves. Brand value acceleration reflected within the 

enterprise products and services competitiveness performance through replication, digestion and 

transformation of intangible values to finance return. This reflects the business growth through 

resource gathering, accumulation and growth, which translate into brand development and transition 

management model. Brand is a reflection of the firm’s overall cumulative competitiveness. Through 

integration of resources, business increases the brand values. Brand value also provides space and 

opportunity for enterprise resource effective gathering and utilization. Therefore, brand equity’s 

accumulation, expansion and growth help increase comprehensive competitiveness of enterprises. This 

will lead to innovation and external resources and strategies to take change and integration. Effectively 

to achieve development and reengineering of corporate resources, it reflects the business upgrade 

synergies and extends corporate life and growth. So, enterprise to continuously acquire technology and 

capacity required for competitive advantage, creating foundation for corporate sustainability 

development. 

Turbulent change and complex external environment have substantial impacts on the enterprises’ 
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competitive resources. Because only those companies that can regenerate resources with respect to the 

changing external environment can continue to survive and grow. Business growths are subject to 

resources restriction and external unexpected factors. Given the enterprises’ competitive advantage 

derived from heterogeneous resources, resources continuity is bound by the irreplaceable nature of 

resources. Driven by profitability, enterprises that have low economic rents will replicate the business 

model of successful enterprise. The result is the enterprise convergence, rent dissipation. Therefore, 

the competitive advantage and economic rents explain the phenomena of special resources of certain 

companies are subject to imitate by other companies (XU Xiao-Min and XU Zhen, 2005). For 

example, touch screen smart phone was introduced and monopolize the market by Apple. It was 

followed by Samsung to overcome the technical barriers to rapidly acquire the market shares of smart 

phones. After that, Xiao-Mi using the technology applications of MTK chips quickly entered into the 

ignored market of low-income groups. Smartphone market prices have been falling, indicating that the 

technical resources have been cloned to imitate, it is no longer a competitive advantage. 

Researchers on RBV theory has been widely discussed of this issue. They believe that at least three 

major factors that hinder imitate each other between enterprises, i.e. uncertain of the logic relations, 

path dependence, imitation costs (WANG Kai-ming and WAN Jun-Kang, 2001). If all three obstacle 

factors can overcome (enterprises can imitate resources), the resources’ grow-ability and liquidity 

became extremely important in determining whether the competitive advantage of the resources will 

continue. The dynamic capabilities concept was first introduced in Teece and Shuen (1997) framework 

of resource strategy. Dynamic resource point of view sees business’ choice to growth in a static point 

is limited. A business that gains a competitive advantage or success today is partly due to the 

experience and efficiency strategies the business pursued previously. The future competitive advantage 

is based on today’s processes and efforts. According to the theory of dynamic capabilities of resources, 

if a firm continues to implement a static view of the resources, through the control scarce resources as 

a source of profit, then the competitive advantage will disappear. Therefore, we must actively through 

innovation and management, remodeling competitiveness and brand value of the business. 

Management needs to have the ability and resources to continue improve the ability to reconstruct and 

optimize allocation of existing resources. To establish a dynamic corporate resources and sustainable 

development is the ability to an enterprise should develop and reserve. 
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3.3 Theoretical model   

Figure 6: Research theoretical models 

 

 

 

 

 

 

 

 

 

Source: Author’s analysis 

For Chinese manufacturing SMEs, brand competitiveness is an important factor to enterprises lifespan 

and sustainable development. With changes in the competitive environment, awareness of Chinese 

manufacturing SMEs on building their own brands has become particularly important. Innovation 

capability, product and service quality, business integrity and corporate cultural are factors influencing 

the brand competitiveness. Companies must constantly develop new products to adapt to changing 

consumer demand. The pre-requirement for product innovation is technical innovation, only 

continuous technical innovation can continued promote the brand to improve competitiveness (YAN 

Shuang-sheng and ZHANG Ren-jun, 2004). Data analysis showed that customer satisfaction is an 

important prerequisite for the customer loyalty factor. There are close relationship between product 

and service quality and brand competitiveness (WANG Chun-xiao, HAN Xiao-yun and WEN Bi-yan, 

2003). Good corporate reputation is an important guarantee for the survival and development of 

enterprises. For enterprises, the integrity implies a huge economic value; it cannot only improve 

transaction efficiency and reduce transaction costs, but also help consumers establish brand loyalty 

awareness (DONG Zhao-jiang, 2003). Faced with the impact of the trend of world economic 

integration, to enhance the brand competitiveness of Chinese enterprises is the key to win the market. 

Domestic enterprises must re-examine its own brand’s corporate culture and content, and implement 

corporate brand strategy with a modern, humane and international perspectives, and thereby increasing 

its international brand competitiveness (FAN Er-ping , 2005) The summary: brand competitiveness 
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can help companies get more sales and more benefits, get a stronger, more stable, more special 

advantage in the competition (Kevin Keller, 2003). Brand as an intangible asset can lead to higher 

premiums for the enterprise, the future stable income and consumer emotional effects. 

Chinese manufacturing SMEs’ brand competitiveness has significant impacts on enterprises 

comprehensive competitiveness, counter-cyclical resilience, resource integration and ability to occupy 

high-end market. The higher brand competitiveness, the stronger consumer monopoly power, the 

weaker consumer sensitivity to price decline, the greater the possibility for a monopoly. This illustrates 

the competitiveness of the brand influences the competitiveness of enterprises in the high end market 

capacity (XU Ji-nan, 2004). Brand competitiveness is an important resource for the enterprise. It is a 

reflection on the performance of the enterprise's comprehensive strength as shown by the corporate 

brand. For an internal view, this is a result produced after the enterprise resources (including human 

resources and material resources) effectively configured. From an external view, it is characterized by 

high-end market share, high profits, high added value, long life cycle, good customer relations and 

other characteristics significantly better than its competitors. It has a long-term, difficult imitation, 

incentive and extensibility features (SUN Su, 2007). Enterprises can strengthen its counter-cyclical 

resilience and resource gathering force by brand competitiveness, so as to achieve the healthy 

development of the enterprise goals. 

To summarize, according to the long-term business objectives, business performance should be 

measured by the ability to survive, build strength and continued to develop. The operating 

performance of this concept is characterized by a survival guide, define performance target and 

implementation methods for a predefined period and provide attention to non-financial indicators. The 

business performance target include financing ability, marketing ability, the ability to grasp investment 

opportunities, structural adjustment conditions, innovation and R & D capabilities, talent management 

and managing contingency ability (ZHANG Rui, 2009). Overall, the brand can help enterprises to 

improve competitiveness and vitality of the extended enterprise lifespan. 

3.4 Research questions 

On November 13, 2014, Interbrand released the 2014 Best Chinese brand value rankings. Interbrand 

confirmed that the brand represents the company's future competitiveness and profitability. Determine 

the future development of a business; brand strength is more meaningful than the financial status as 

guidance. For an enterprise, the brand does not just mean the market share; it meant the survival and 

development. Therefore, from the perspective of the brand to develop the company's business, it is 

more conducive using brands to build sustainable competitiveness. 

How Chinese manufacturing SMEs see the issues of competitive brand? The research questions are 
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therefore: 

    1. How Chinese manufacturing SMEs interpret competitive brand? 

    2. What are the key elements to enhance brand competitiveness? 

    3. Brand competitiveness is an enterprise core competencies or comprehensive competitiveness? 

    4. What is the relationship between a competitive brand and enterprise sustainable development? 

    5. What are the roadmap and principle to enhance Chinese manufacturing SMEs brand 

competitiveness? 
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Chapter IV: Methodology 

4.1 Research design 

Grounded theory considers as the one of the most scientific qualitative research method. (Hammersley, 

1990). Grounded theory’s key principle is to develop theory based on empirical research data. 

Researcher begins the study, without any theoretical assumption, by performing the empirical 

observations directly, and based on the raw observations to deduct the experience framework and 

derive at the theory. Grounded theory applies the principle of continuous comparison in the process of 

developing a theory. From the first research data, the researcher is stimulating thinking by comparing 

observations, and able to comprehensively and conceptually find the key traits of the observations. 

Applying the comparison, the research is able to reconstruct and find the order in the research data or 

observation, and able to see the relationship intra and inter data or observations. This is a top-down 

approach to build empirical based theory. On the basis of systematically collected data, the researcher 

finds the key concept that can reflect the social phenomena, and then through the relationship between 

the constructs to construct the sociology theory (MAO Ji-ye and ZHANG Xia, 2008). 

As an empirical oriented science, the case study-based of management research is an exploratory and 

practical method. In 1908, Harvard University first introduced case study research method in the 

teaching of management. In the following 50 years, Harvard University has become the leader in the 

teaching of management through business case study and developed many high quality business case 

model and database. In the 20 century 1960~70, American businesses were facing a turbulence 

situation with increasing uncertainties in the social and economy environment. These changes have 

provided good fertilization to the development of practical science and contingency theories. These 

two schools are highly emphasizing the importance of case study in theory development, verification 

and contradiction. The practical science school is more focusing on the practical management 

experiences of individual enterprise (single case study). On the basis of in-depth case study, they also 

apply multiple cases to compare, deduct and conclude a generalizable observation. The contingency 

school, on the other hand, more focus on multi cases research to conceptualize and summarize several 

basic models to guide management practice. In the late 20 century, case study research method 

becomes popular in the management and organization research file. Today, case study also blossom in 

many other research fields include management accounting, sales and marketing management, 

production and operation management, IT management, etc. (YU Jing, 2004) 

Although case study and grounded theory have a lot of benefits, as a social science research method, 

case study research still facing many limitation. Firstly, the specific knowledge gained in case study 

requires a lot of judgment as fundamental. Secondly, the correct judgment requires good deal of 
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accumulative understanding of the field and practical knowledge gained from practice. Lastly, case 

study research method in the professional knowledge, experience accumulation and transformation 

process has important effects which other research method cannot provide (YU Jing, 2004). These 

three requirements are all very appropriate to EDBA, which the author has very rich managerial 

experience and can provide a holistic inquiry to the phenomena. The conclusion from EDBA case 

study can be comprehensive and practical (managerial knowledge) to provide guidance / values to 

businesses and prediction to the future. Case study not only suitable to analyze multiple factors and 

complicated phenomena, it also provide innovative research results in constructing new theory and 

extract new characteristics on in the existing body of knowledge as the research needs. Therefore, case 

study research is a Positivist-Quantitative and also an Interpretivist-Qualitative model (Creswell, 

1994). As more integration in the research tool and method, multi-cases research is becoming more 

popular in reviewing more complicated management and organization issues. The author considers 

multiple cases can provide more chances in the discovery of good theory with high generalizability.  
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Figure 7: Grounded theory research method 

Source: Adopted from JIA Xu-dong & TAN Xin-hui (2010) 

Yin (1994) considers case study is different from grounded theory. Case study can have prior research 

theoretical framework and assumption. According to Yin, exploratory case study follows the method 

of grounded theory. In fact, a lot of exploratory case studies are following the path of grounded theory. 

The systematic research method proposed by Yin (1994) has significant scientific and formality 

contribution to academic research. Yin provides clear guides to situation appropriate for case study. 

Yin also points out that case study needs to have descriptive, explanatory and exploratory functions. 

Most importantly, like quantitative research, case study needs to follow strict procedures and steps. All 
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types of case study have to follow formal steps, i.e. case study design, data collection, data analysis 

and research report writing. Each step has many implementation methods. Although case study cannot 

derive generalizablity as in traditional research methods, it can develop analysis conclusion that can be 

generalized. Case study is an experimental research method, not a conceptual research method. The 

meaning of case study is about answering the questions of why and how (Yin, 2003).  

Eisenhardt( 1989) combined the grounded theory approaches of Glaser and Strauss( 1967), qualitative 

research method of Miles and Huberman (1994), the case study method of Yin (1994) and 

triangulation, and show the roadmap of constructing theory from case study. Triangulation is about 

using various research methods to perform cross-examination of multiple source of different data set 

to conform the findings of a phenomenon. The purpose is to reduce bias in the final judgment and 

resolve the validity issues in the constructs (Yin, 1994). Compared to other scholars, Eisenhardt is 

more emphasis on multi-case study. He considers the number of case study cannot be too small. If the 

cases are too less, it cannot have convincing findings (unless there are multiple small cases within a 

case). Eisenhardt (1989) considers having a convincing conclusion in case study research, at least four 

cases or a large case accompany multiple smaller cases, are required.  

Case study basically can divide into three stages. Stage one is research design, which is to clarify the 

research questions. For any empirical study, determining and defining the research question is one the 

most important steps. The research questions can be represented by who, what, where, why and how, 

but in case study the two key questions to answer are how and why (Yin, 1994). Stage two is data 

collection. Miles and Huberman (1994) reemphasize that the process of data collection and analysis 

should be recorded and represented and explained in the final report. In this case, persons who perform 

the same procedures in principle will able to arrive at a similar conclusion or possibility following the 

path and assess the internal logic. This is very important to prove the reliability and validity levels of 

the case study (Benbasat, 1987). An important feature of case study is using multiple data or evidence 

collected from different sources to represent the whole event and provide a full picture (Yin, 1994). 

The third stage is data analysis, which include filed note, data coding and presentation. Miles and 

Huberman( 1994) consider using coding method can help researcher to analyze and conceptualize 

constructs and relationship from field note and data. Systematically represent pieces of data and 

deduct the logical relationship between the data. As the data collection and analysis go further, the 

researcher needs to continuously deduct and correct the logical relationship between data, in order to 

derive the research conclusion. Finally, using data serial or modeling method to represent the research 

outcome (MAO Ji-ye and ZHANG Xia, 2008).  

Yin (2003) considers case study, based on the objective of research, has three types, i.e. explanatory 
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case study, descriptive case study and exploratory case study. Explanatory case study is commonly 

using in studying the causal relationship. Based on the multi-dimensional data from explanatory case 

study, the researcher is to explain the logical relationship of an issue. Descriptive case study has a clear 

theoretical direction before the research begins, and using this to form the theoretical framework for 

the case description and analysis. Exploratory case study is going beyond the current body of 

knowledge, using new perspective, assumption and method to explore new complicated phenomenon, 

and then form new knowledge and new theory about the phenomenon. This research is an explanatory 

case study.  The research objective is to analyze the relationship between brand and enterprise 

sustainable development based on the case study of Chinese SME manufacturer. 

This paper focuses on Chinese manufacturing SMEs brand and sustainable development research. The 

research will apply relevant theories in brand, economics, communication, management, strategic 

management, psychology, consumer behavior theory, human resources disciplinary knowledge 

management and public management, and put these theories to undertake a comprehensive study on s 

Chinese manufacturing SMEs brand and sustainable development issues. Given the clear objective of 

the research , this study will use the theoretical and empirical, historical and realistic analysis, Chinese 

manufacturing SMEs brand of sustainable development practices and comparative analysis and other 

methods from the literature study, focusing on case studies and direct observation (observation) two 

angles . 

Our case studies based on Chinese manufacturing SMEs which are mainly industry representative 

enterprises. Through these representative cases, corporate brand management history and current 

situation are analyzed. The success factors and difficulties facing in brand management and 

sustainable development are reviewed. The cases represent the current issues facing by Chinese 

manufacturing SMEs in brand management and sustainable development. At the same time, the author 

will use direct observation and corporate site visits methods in the case study. This will help 

understanding what happened or the personnel actions are directly observed and recorded. In the 

observation process, in which the author's position is passive, meaning that the author does not control 

or influence the observed events or behavior. For example, when making an enterprise production 

environment or field trips, the author does not interrupt anyone; just observe the basic situation of the 

scene, and then record the observations. The interview transcripts were analyzed in order to improve 

the reliability and quality of data. On this basis, the author will perform comprehensive analysis of the 

findings, and then prepare the final report that summarizes the writing of key issues. Specific research 

ideas and methods are as shown below.  
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Figure 8: Research process and method 

Source: Author’s analysis 

LEE Zhuo-xin and LU Qiang (2010) consider case study can be divided into single-case and 

multiple-case studies. Single case research is to perform an in-depth study, description, exploration 

and analysis using one big case. While multiple cases research is following the principle of theoretical 

sampling and replication logic, select more than one case to perform within-case analysis and 

cross-case analysis. The conclusion deducted from multi-cases study is more convincing, and the 

whole research is more robust. However, single-case research has its unique value in specific 

conditions. Many situations are only suitable to perform sing-case study. This study is a multiple-case 

research, using Chinese SME manufacturer as population for sample selection. Samples are selected 

(with an annual revenue of more than RMB 100 million, has own-brand more than 15 years and brand 

market share of 20%) to conduct both within-case analysis and cross-case analysis. Source of case 

study include field note, archives, interview, observation, participant observation and hard evidence. 

This research uses different types of evidences to supplement and cross-exam for the triangulation 

effect, in order to enhance the validity and reliability of the case study conclusion (Eisenhardt, 1989).  



   

81 

The author has been in manufacturing business for many years. He has in-depth understanding and 

observation on brand competitiveness and enterprise sustainable development facing by Chinese SME 

manufacturer. From an industry participant and operator perspective, the author is an insider. From the 

case study selection and interpretation perspective, the researcher author is an outsider. Using an 

outsider identity and insider perspective to perform the research, the author can enhance the 

subjectivity and rationality in the phenomenon interpretation of the case study research. These details 

are very important in case study. Participant observation is considered as one of the many important 

data collection and analysis method. Under these complicated circumstances, the author needs to take 

necessary steps to reduce bias that can significantly influence the research outcome. The bias reduction 

methods include: strictly follow the case study research methodology, perform a detailed and 

comprehensive literature review, clarify function of executor and researcher, and finally respect 

instruction and correction from supervisor (LI Zhuo-xin and Lu Qiang, 2010). 

Data analysis is an important step to construct theory in case study research. It is also the most difficult 

and time consuming step in case study research (Yin, 2003). It is a diversified and non-paradigm 

process. A lot of judgment is depending on the researcher. Miles and Huberman (1994) divide data 

analysis into three key activities: data reduction, data display and conclusion drawing / verification. 

Data reduction is about selection, focus, simplification and sampling of data and organizing field notes. 

Data display is to organize, compress and consolidate data for deduction purposes. Conclusion 

drawing / verification of data is about the process to discover the hidden meaning in the data pattern, 

rules and logical relationship.  The unit of analysis for the research is organization, i.e. individual 

enterprise object.  

Yin (2003) reemphasizes the importance of analysis strategy and confirms three types of analysis 

strategy. The first strategy is to apply the existing theoretical proposition (assumption) of the 

researcher to guide the research. These theoretical propositions (assumptions) can help the researcher 

to focus on the related data and organize the case study research. The second strategy is to determine 

and examine the rival or alternative explanation. If the data does not support the rival or alternative 

assumption, then the confidence level of the original explanation will increase. The third strategy is to 

construct and organization a descriptive framework of the case study. This strategy does not require 

theoretical propositions (assumptions) as guidance. The descriptive framework of the case study can 

be any aspects or dimension. Yin (2003) proposes five types of data analysis techniques, which include 

pattern matching, explanation building, time series analysis, logic models and cross- case analysis. 

Effectively using appropriate data analysis strategies and techniques and help enhance the robustness 

and formality of the case study research. The author based on Yin’s (2003) proposed method, compare 

the data collection with the theoretical propositions (assumptions) in order to focus on relevant data, 
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validate the theoretical propositions (assumptions) and organize the case study research. In the many 

data analysis techniques, the author will mainly apply the explanation building data analysis method, 

using logic models and cross-case analysis as supplementary analysis.  

Gall and Borg(1996), based on the overall characteristics of data analysis process, divide data analysis 

process into three types, which are interpretational analysis, structural analysis and reflective analysis. 

The author will manly apply the interpretational analysis to main the main topics and models through 

the in-depth analysis of the data. According to Strauss and Corbin (1990), grounded theory and coding 

are classical interpretational analysis. The coding process has three stages. In open coding stage, the 

researcher categorizes the data in the database. For example, a question and an answer can be 

classified as a data segment. The researcher will design a series of categories for data consolidation. 

Each data category represents a phenomenon. In the axial coding stage, based on the causal 

relationship of the category and sub-category, the researcher will analyze the intra and inter 

relationship and model of the category and sub-category in order to the re-categorize and reconsolidate 

the data. In the selective coding stage, the key category will be selected or constructed. The 

inter-logical of the data set will be represented by a consistent form, so that the model and topic can be 

found easily.  

Based on the data collection and analysis result of empirical case study research, this case study output 

may include (1) provide the correctness of current knowledge, theory and model in a particular field. 

Through the new evidence collected, to further examine these theory and model, in order to further 

enhance its robustness and generalizability. (2) refine and enrich the current knowledge, theory and 

model in a particular field to make them more accurate and complete to reflect a phenomena. (3) argue 

the current knowledge, theory and model in a particular field. Through case study to prove the current 

theory cannot explain a particular phenomenon, or even in contraction. (4) construct new theoretical 

framework.  

Finally, as case study a type of empirical social research, the author will use construct validity, internal 

validity, external validity and reliability, to validate the formality and robustness of the case study 

research. Construct validity is used to examine if the research has developed a correct and practical 

evaluation standard for its constructs. Internal validity is used commonly in descriptive or causal 

relationship case study. The internal validity requires the researcher to deduct a logical and correct 

causal relationship, to prevent incorrect conclusion. External validity is to construct a domain and 

categorize the research result into it. This is to judge if the research conclusion can be generalized. 

Reliability requires case study to ensure each step (such as data collection process) can be repeatable 

or re-perform, and will get a similar result if to repeat the research (Li Zhuo-xin and Lu Qiang, 2010).  



   

83 

Table 6: Research design 

Parent theory Theories of Brand and Enterprise Sustainable Development 

Research 

question  

Brand and Enterprise Sustainable Development Relationship study 

Research 

content and 

limitation 

Research content Part 1: qualitative analysis of the relationship of brand and enterprise 

sustainable development 

Part 2: quantitative analysis of brad value and its implication on 

enterprise performance  

Decision maker Entrepreneur  

Industry Five firm samples are selected on the bases of (1) more than 

RMB100mliion revenue, has own-brand more than 15 years and 

brand market share of 20%. 

Domain Chinese SME manufacturer in Zhejiang and Jiangsu provinces as 

population for sample selection 

Time 2012~2015 

Source: Author’s analysis 

Figure 9: Research implementation step 

Source: Paris Dauphine EDBA program, Research Seminar I 

This research is following the research flow of theory exploration – empirical research – issues and 

Step  7 Conclusions 

Step 2 Exploration 

Readings Exploratory  
Interviews 

Step  1 Starting Questions 

Step 3 Problematic 

Step 4  Construction 

Step 6 Information analysis 

Step 5  Observation 



   

84 

suggestion. First, research exploration includes literature review and theoretical framework. Next is 

empirical research, which includes time, location and industry factors. The author will be using the 

actual statistical data, combine with the theoretical model; complete the empirical model assessment 

and validation. Finally, the author will analyze the regression result; analyze the relationship between 

brand and sustainable development relationship, and also the implication of brand competitiveness on 

SME manufacturer’s development and performance. This research will provide suggestion to 

entrepreneur for construction of brand and sustainable development. 

Figure 10: Research technology roadmap 

Source: Author’s analysis 

4.2 Case and interviewee selection 

Case selection criteria is directly relate to the research objects and research questions. It determines 

what kind of data property can bring meaningful data for the case study. Case studies may use a case 

or multiple cases methods. Single case study can be used to confirm or challenge a theory, and also 

can be used as a unique or extreme cases demonstration. Multi- case study analysis consists of two 

stages in the within case analysis and cross- case analysis. The former perceives the case as an 
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independent entity to conduct a comprehensive analysis .The later is based on the former case to 

conduct a unified abstraction and generalization analysis, and then come to a more incisive description 

and more powerful explanation. 

This study is part of multiple cases study, samples of Chinese manufacturing SMEs were selected from 

representative enterprises (with an annual revenue of more than RMB 100 million, has its own brand 

for more than 10 years, the market share of over 20 % in the respective segmental market) for analysis 

within the case and cross- case analysis. This study used a total of five cases (author's own business 

and five enterprises from EDBA students) study. Detailed description of each case is presented in the 

respective case study section.    The following is a brief description of the five case firms. 

Case 1: Qianjiang Spring Co., Ltd. (Contact: ZHANG Yong-Sen, the author) 

Hangzhou Qianjiang Spring Co., Ltd., founded in 1988, is one of the first eight pilot private 

enterprises in Hangzhou. With a capital of RMB 800 Yuan (less than $100), 8 workers and an area of 

about 200 m2 (rent) in the beginning, it develops into China’s first spring manufacturing enterprise. It 

now consists of Hangzhou Qianjiang Spring Co., Ltd., Hangzhou Qianjiang Spring Research Institute, 

Qianjiang Spring (Hangzhou) Co., Ltd, Qianjiang Spring (USA) Co., Ltd. and Qianjiang Spring 

(Beijing) Co., Ltd. and is a research and manufacturing factory of industrial use spring. The main 

products are auto parts springs, home appliances springs, power tools springs, elevator series springs, 

rectangular section mold springs, etc. Qianjiang Spring plant has providing industrial springs for many 

years to OEMs and factors all over the country of large and medium-sized enterprises. It supplies to 

wholly foreign-owned enterprises and joint ventures in parts manufacturing. The products are also 

being exported to Europe and Southeast Asia. In recent years, the company has been awarded the 

honorary title of national, provincial, municipal and district levels. It has a strong brand 

competitiveness and influence. 

Case 2: Qingdao TGOOD Electric Co. (Contact: YU De-xiang, EDBA classmate 2012) 

Qingdao TGOOD Electric Co. was established in March 16, 2004 , is a Sino-German joint -stock 

enterprises, state-level high-tech enterprise; successful IPO in October 2009 , becoming the first GEM 

stocks, stock code: 300001. Companies registered capital is 200.4 million Yuan, the total assets of 1.89 

billion Yuan; company covers an area of 200 acres, with a total construction area of 124,000 square 

meters; annual design capacity of 5,000 units box changes, the design value of 2 billion Yuan. Qingdao 

TGOOD Electric Co.’s main business is the design, manufacturing, leasing and provide related 

technical services of 220kV and below power transformer equipment. It has more than 100 patents and 

proprietary technology, to create the main Qingdao TGOOD –TGOOD brand. 
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Case 3: Chongqing Chicheng Light-duty Auto Parts Co., Ltd. (Contact: QI Shou-zhu, the author’s 

friend) 

Chongqing Chicheng Light-duty Auto Parts Co., Ltd. is a private enterprise. It has existing staff of 780 

people, senior technical staff of 78 people. Factory covers an area of 72,600 square meters; 

construction area of 50,000 square meters, the net assets of 180 million Yuan now. The company 

decision-making bodies are: the Board of Directors, the organization applies general manager 

responsibility system. In order to improve the overall competitive ability, with strong support from 

Yubei District government and the departments concerned, the factory was relocated in 2002 to YuBei 

Technology Industrial Park. The Company invested 120 million Yuan to build a new production base 

and businesses Development Center. Our main products are front spar bracket, side panels, front and 

rear stabilizer bar assembly, rear axle assembly, a variety of large-scale car body panels. Our main 

customers: Chongqing Chang An Group, Chang He and Ha Fei Group Corporation. The company's 

products in the market share for these three customer groups were more than 60%, with top ten 

customers accounted for 95% of total sales. The company for several years has been recognized by 

Chang An Group, Chang He Corporation, Ha Fei Group as quality advanced unit, Top Ten 

Outstanding Supplier. In 2014, the Company has revenues of 350 million Yuan, net profit of 3.4 

million Yuan. The company brands as Chongqing Chicheng. 

Case 4: Chongqing Jin Hui Ceramics Co. (Contact: ZHANG Min, EDBA 2014 concord student) 

Jin Hui Ceramics is owned by China Ceramics Group (formerly Siu Fung Ceramics) according to the 

modern enterprise system reform and the establishment. It main businesses are designs, manufactures 

and distributes high-grade ceramic bottle, high-grade porcelain. It has production capacity of 80 

million, including the hard porcelain, strengthen porcelain, bone china super, and super fine stoneware 

and porcelain hard, total six kinds of porcelain. With a full German porcelain equipment and 

technology, almost a hundred national invention patents, design patents and copyrights, the Group is 

porcelain and ceramic bottle leader in the market. Domestic strategic partners include Langjiu , 

Jiannanchun , Wuliangye, Maotai , Tuopai , SJF, West Phoenix , rice flower , Gujing other famous 

enterprises; supply ceramics to the People’s Great Hall, Diaoyutai, Zhongnanhai and Embassy with 

porcelain designed for a state banquet with the national emblem. It also supplies sentinel plants to 

Marriott Intercontinental, Hilton, Kempinski and other five-star international chain hotel; It also expert 

to international markets such as the United States and Libya, Italy, Belgium, Russia and other 

international PIK brand name. 

Case 5: Shengzhou Versatile Spring Machinery Co., Ltd. (Contact: JIN Miao-xing, the author’s friend) 
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Located in Shengzhou economic development zone, Zhejiang, the home of Yue Opera, the home of 

ties, Shengzhou Versatile Spring Machinery Co., Ltd. specially produces computer spring machinery 

device and supporting products. Listed as a member of Chinese Spring Industry Association and 

subordinated to spring machinery research institute, it integrates testing, scientific research and 

development into a single whole. It covers an area of 20,000 m2, has more than 180 employees, among 

which there are 2 senior engineers, 6 engineers and 15 engineering technicians, and is able to design 

and produce various specifications of products as required by users. Through 20 years of hard work, it 

has been gradually developed. It currently has six series and more than 30 types of products including 

computer digital control spring coiling machinery, automatic spring coiling machinery, torsion spring 

machinery, grinding spring machinery, tempering furnace and bar straightener, and has won excellent 

new products award from China General Machine Components Industry Association over the three 

successive years and has been a leading enterprise in provincial spring machine industry, with its 

products sold all over China and exported faraway to countries and areas in Southeast Asia. 

Table 7: Cases firm selection comparative summary 

Item compared Case 

1 

Case 2 Case 3 Case 4 Case 5 

Annual revenue* >10 >3.6 >6.6 >1.2 >1.2 

Years of own brand 28 30 12 34 22 

Percentage of market share 25 5 35 20 10 

* RMB 100 million Yuan 

Source: Author’s analysis 

When more than one case involved in the research, it should take Multi-cases study design approach. 

The number of cases is not determined by the sampling logic (as in quantitative study), so the issue of 

sample size does not appear! Researchers should be careful in the choice of case. Carefully selected 

cases should be able to predict similar results or based on specific reason to predict a contradictory 

result. Yin (1994, Pg.46) said that the former is literal replication, while the latter is theoretical 

replication. In the same study, some cases may provide literal replication and some cases may produce 

theoretical reproduction. For example, the author chose a few brand-building more successful cases 

(eg: Qianjiang Spring, Qingdao TGOOD), also chose two relatively less successful brand building 

case (eg: Chongqing Jin Hui ceramics and Chongqing Chicheng Light-duty Auto Parts). Select several 

successful cases can provide literal replication; select the less successful cases as a comparison may 
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produce the theoretical replication. In selecting successful and less successful cases, the author needs 

to set the conditions for theoretical hypothesis and choose the cases that have high chances to reveal 

these conditions. In fact, in the initial phase of the study, the research design might be adjusted to fit 

the research objectives. An initially deemed unique case study Initial may eventually turn out to be 

routine situations. The selection of cases in a multi-cases research study may be modified based on 

additional information collected. Multi-cases research may be time and resources consuming. The 

author invited EDBA classmates Jack Woo and WANG Kui to participate in the interviews and 

research study, and to ensure that the procedural steps of data collection and data analysis are 

following the standard protocol. 

How to select the interviewee? For in-depth interviews, the number of interview samples is not so 

much important, but whether the interview samples can provide complete, relativist and accurate 

answer questions to be studied. Due to the relatively small sample size of interviewees in case study, 

the theoretical sampling method is applied to ensure the maximum amount of information can 

obtained from the interviews with respect to the main object/research issues in the study (Sun Xiao-Er, 

2012). For example, the author is studying the topics about brand and corporate sustainability. In such 

case, the author is not looking for general employees as interviewees, but those managers who have 

been involved in the process of building the corporate branding. They are aware of the branding 

implications in their daily work and the development process as part of their roles. Therefore, the 

sample interviewees include: (a) owned or responsible person (shareholders, directors, legal 

representative); and (b) managers (President, CEO, COO, CFO and managers from corporate 

communication, production, marketing, sales, quality, strategy and corporate development departments) 

two categories. The author found that business owned or person-in-charge are generally has in-depth 

thinking on brand building and its impact on enterprise sustainable development. Most of the students 

in EDBA program are entrepreneur or business founders, therefore, the data obtained through 

interviews in EDBA classmates’ businesses are reliable and high-quality. 

4.3 Data collection 

Case data sources include: field notes, archival records, Interview, direct observation, participant 

observation and physical evidence. These data sources are mutual supporting and confirming. Data 

collection methods used in this study is interviews, direct observation and physical evidence. 

4.3.1 Executive interview 

Interview is the most important source of data in the case study. This study uses a semi- structured 

interview method. Before conducting such interviews, the author prepares in advance a series of 

interview questions and keeps an open and flexible attitude in the interview. The author asks follow-up 
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questions and explores the issues raised according to respondents' responses. This kind of interview 

method is commonly used in qualitative research because it focuses on the research topics. 

Interviewers were flexibility to respond quickly to respond according to respondents’ reactions to the 

research topics. To ensure the quality of the interview and avoid personal understanding bias, the 

author invites Jack Woo and WANG Kui (EDBA classmates) to participate in a number of on-site 

interviews .After the each interview, small group discussed were conducted to validate and 

cross-check the interview findings and notes. This is important in order to protect the 

comprehensiveness and quality of the interview results. 

Before each interview begins, the author introduces the interview participants, the purpose of the 

interview, research issues outline, confidentiality of interview contents, academic research results 

sharing, and feedback and acknowledgment mechanism. The author also asks permission to record the 

interview. The author usually introduce in such a way "The main purpose of this interview is for EDBA 

program of Paris Dauphine University. The topic of my research is about enterprise brand and 

sustainable development. We have selected five or six companies firms for case study. Qianjiang 

Spring is one of the selected cases. With your permission, we will audio record the entire interview 

contents for future academic research and data analysis." 

Under special circumstances, such as when the author was playing the role of interviewee, the 

interview was conducted by EDBA classmate Jack WOO. Jack WOO will still the interview guideline 

in advance and introduces the interviews in such a way "This is an interview for Paris-Dauphine 

EDBA research project, we selected five or six companies for case studies, Qianjiang Spring is one of 

the cases. We are very honored to invite the owner and legal representative of Qianjiang Spring, Mr. 

Zhang Yong-sen, to tell us about his personal views on the topic on corporate branding, 

competitiveness and sustainable development. We will record the entire interview process for future 

academic research data analysis. In this interview, Mr. Zhang has two identities. First, Mr. Zhang is a 

researcher at Paris Dauphine EDBA program; Second, Mr. Zhang is also as the business owner and 

operator to participate in this academic research, to share his rich management experience. The best 

management science is not from research in universities, but it is from the managers’ hands-on 

experience." 

Every interview follows a predefined protocol. From the beginning of the specific issues (interviewees 

to introduce their positions and functions) to establish a foundation of mutual trust and good dialogue 

rhythm, and then slowly move into open questions, go deep into the key points discover in the 

interview, allow respondents to have the opportunity to express their views on important issues and 

express their views, and finally at the end of the interview summarize the key issues, so that the 
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interview ended naturally. Each interview can generate large amounts of textual data, after the 

completion of each interview, the author and other researchers complete interview transcripts, and to 

conduct data analysis as soon as possible. This helps the researchers to adjust the interview outline and 

remove non-related issues, add new questions based on new insights comes from previous interviews, 

which eventually make the interview outline of the study to better reflect the research question and 

reality. Miles & Huberman (2008) recommend that the researchers shall perform data analysis as soon 

as after data collection. The data collection and analysis to conduct concurrently can help the 

researcher interpret the research findings and to fix the problems and research directions in an early 

stage. 

Upon completion of the interview transcripts, the author needs to systematically organize interview 

data and form a key part of the theory, this process is called coding. Coding refers to the interview data 

were summarized based on multiple classification criteria; it is a concept gradually refining process 

from the interview data, which uses short phrases or words to summarize the interviews characters, 

events, concepts and themes. Charles (2007) pointed out that “coding helps us gain new perspective on 

understanding the information, data collection will help further attention on data collection, and can 

guide us toward to find the right direction in unknown. “Strauss and Corbin (1990) outline three 

coding methods: the Open Coding, Axial Coding and Selective Coding. For example: (1) Open coding. 

Based on the preliminary analysis of the interview data, the author identified more than dozens of 

open-codes like, technical innovation, quality assurance, integrity management, corporate culture, 

market adaptability , resource gathering force, bargaining power, talents effects, risk protection, crisis 

management, market share, profitability, etc. (2) Axial coding. Repetitive concepts in open-coding are 

constantly integrated and discriminated on the basis of associated coding integration, and relevant 

concepts of these codes are further refined and deepened. For example, the brand competitiveness, 

business vitality, risk resistance and so on are identified as axial codes. (3) Selective coding. Repeated 

reading, discrimination and refinement on the open coding and axial coding, finally identify a few 

selective coding, such as research cooperation, strong relationships, integration of resources and so on. 

4.3.2 On-site observation 

Observation consists of non-participatory observation and participatory observation. The former refers 

to the researcher is not a member of the observed group or community, when the research performs the 

non-participating observation. A very important point is to avoid as much as possible to their presence 

in the observed situation, in order to avoid interruption to observed people's normal behavior and 

activity. In addition to doing on-site field notes, the author also used other ways to record the observed 

phenomena, such as photography and video. Participatory observation refers researchers become to a 
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participant to the observed community or social interaction. Participatory research biggest problem is 

that it may have potential bias. Researchers may not be so objective as an outsider, it cannot give 

enough attention to all aspects of the case investigation and objective questions. Therefore, this study 

uses the non-participating observation method. This include such as field trips and on-site visit to 

watch the case firm’s staff actual performance in the production quality and technical innovation 

process. It may also reflect the business case for sustainable development of the brand's concept and 

scrutiny. Meanwhile, on-site observation can also verify the data and information obtained from 

interviews. 

The author engaged in manufacturing for more than twenty years, have rich experience in the 

production processes, management and technology. This study uses a natural observation, which 

means the researchers in a natural environment (including factories, offices, exhibition location, 

service centers, etc.) to observe the behavior of the object under investigation of their behavior. The 

author take the following process in the data collection, first observation follows by interview process 

and then check the data quality before leaving the research sites. 

 

 

 

 

 

Figure 11: Data collection steps 

Source: Author’s analysis 

Preparation: prepare a preliminary observation list and interview guidelines 

Observation: With the assistance from case firms, observe the employee's on-site working. During 

observation, record all observed items and situation in a timely manner. 

Interview: According to situation, choose supervisor or experienced staff to interviews, because they 

understand the whole situation as well as how the work of the tasks fit together. 

Data integration: Integrate data and information from different source and form a comprehensive 

understanding of the case. The source of information includes: executives interviews, workers 

interviews, field observation and written material.  

Preparation 

Observation 

Interview 

Data integration 
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4.3.3 Written material 

Written information is also a kind of evidences that can provide the appropriate information for the 

investigation of the case. Written information refers to the external and internal information about the 

case firm. This include public publications, interviews and speech records, letters, memos, bulletins, 

minutes of meetings, reports, administrative documents, archive records (annual, semi-annual report, 

circulars, etc. ). The role of written material is used to support and correct information collected from 

other sources, such as interviews, archive, meeting minutes and other kind of writings. Combining 

interviews, observations and written materials to perform data analysis, through data triangulation can 

enhance the reliability of data. Yin (1994) summarized in some of the case studies, several common 

sources of data for the case study include literature, archival records, interviews, direct observation 

and physical evidence. 

Benefits of written information are repeatedly read, contains the exact name of the event appeared, 

reference materials and details, as well as wide coverage of situations (a long time span, covering 

more events and scenes). However, sometimes written materials will reflect the interviewee biases in 

the case studies, such as exaggeration on some situations / achievements, as well as some human 

factors can affect access to actual / filed data. One benefit of using enterprises of EDBA classmates is 

that the author can get a more authentic and reliable information from the entrepreneur or founder of 

the business, and not too many restrictions on the written information confidentiality. 

Yin (1994) proposed three principles of data collection: 

1. Using data from multiple sources, allowing researchers to triangulate the data obtained to permit 

interoperability 

2. The establishment of a database for case studies, to organize the data collected and recorded into 

textual. 

3. Establish a chain of evidence that an outsider can track the research from initial to conclusions 

and vice versa, based on the data collected and guiding the research development 

4.4 Data analysis  

For case study, Yin (1994) proposes two main strategies for data analysis. The first strategy is to use 

researchers’ formed theoretical assumptions to guide the study. These theoretical assumptions help 

researchers focus on the relevant data, and organize case studies. The second strategy is to organize the 

formation of a descriptive case study framework. This strategy is without theoretical assumptions for 

guidance. Descriptive framework can be based on the study of various dimensions or all aspects (Amy 
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Tsui, 2004). This study is based on the grounded theory approach. The author hopes that through five 

cases to find new knowledge for relationship between brand competitiveness and sustainable 

development of enterprises. Author use descriptive framework to analyze several aspects of the case of 

enterprises, including the brand-building content and development path, the core concept of business 

continuity management, brand management and sustainable development viewpoints. 

Case study analysis is commonly using pattern matching and explanation building approaches. Pattern 

matching refers to matching and comparing the data collected with the theoretical assumptions. 

Explanation building refers to establishment of a series of causal explanation about the relationships. 

Both approaches are beginning with the theoretical assumptions to repeating the data analysis process 

and the reversal. The researchers modify the theoretical assumptions based on the data findings and 

the modified theoretical assumptions are used to reanalyze the data. The danger of this approach is that 

the researchers may not be noticed data that are irrelevant to the theoretical assumptions. Therefore, 

the author keeps an open mind and flexible on data, and constantly remind himself to find 

contradictory evidence / data with the theoretical assumptions. Another danger is that researchers in 

process of modifying the theoretical assumptions may be eventually losing sights of initial purpose of 

the study. Therefore, Researchers should continue to review the original purpose. A third method is 

researchers to use time series to describe and analyze event within a period of time as a method to 

understand the data. For example, compare the trends emerge from data over a period of time against 

trends identified that have important effects on the theoretical significance before the start of the study 

and some contradictory trends to compare can bring new knowledge on the research topics (Amy Tsui , 

2004).  

The author follows Yin’s (2003) recommended method of data collection and theoretical assumptions 

(theoretical proposition) comparison to focus on the relevant data, tests hypotheses and organizes case 

studies. Among the many data analysis techniques, the author adopts explanation building analysis 

method, using the logic models and a cross-case analysis as a secondary analysis. For example, the 

author's theoretical assumption is the brand can help enterprises to improve competitiveness and 

business sustainability. According to the defined topics and theoretical assumptions, the author uses 

the deductive method to explore the relationship or a causal relationship between the brand and 

business sustainability. Through the data collection, statistical and data analysis to verify the proposed 

theoretical assumptions, the author aims prove or disprove hypotheses and to explain the relationships 

between concepts and the phenomenon found in the cases and their causes. 
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4.5 Case study quality control and limitation  

Yin (1994) considered the case study design has four quality indicators. This study will apply four 

indicators to measure the quality of case data and the findings. 

The first indicator is construct validity: develop correct and practical measurements of the concepts or 

constructs. In the case study, use multiple sources of evidence to form a chain of evidences. Requires 

the providers of case studies data to check the draft report and verify the contents. This is used for data 

collection, data analysis and report writing phases. 

The second indicator is internal validity: this indicator only used for explanatory or causal case studies, 

but cannot be used for descriptive or exploratory study. The objective is to find a causal link from 

multiple and complicated illusions. It confirms that a particular condition will cause another particular 

result. Case study analysis strategies used include pattern matching, phenomena interpretation, 

analysis the competing interpretations and use of logic model. This is used data analysis. 

The third indicator is external validity: establish scope to categorize and induct the study results into 

the classification heading. This case study research strategy is used for theoretical-based single-case 

analysis, and can also be repeating the method for multiple case studies. The strategy used at the 

research design stage. 

The fourth indicator is reliability：it shows each step of case studies. For example, data collection 

process can be repeatable, if to replicate the study, the same result can be obtained. This case study 

research strategy is used in t case study design approach and to develop a case study databases. The 

strategy is used for data collection. 

Meanwhile, Yin (1994), also said the case studies also have some limitations. Case studies can give 

researchers a systematic view of the subject. Through the directly and observation of the research 

subject, it can establish a more in-depth and comprehensive understanding about the topic. However, 

at the end of the case study method discussion, it is necessary to clarify the limitations of the case 

study, in order to open up a way to improve the quality of case studies. Overall, the case studies 

generally include the following imitations: 

1. It is difficult to generalize findings: case studies induction is not statistical but analysis in nature, 

it must make the induction with a certain arbitrariness and subjectivity. 

2. Technical limitations and researcher bias: a case study has no standardized method of data 

analysis. Data interpretation and presentation of evidence subject to researchers prejudices. 

Differences in opinion among researchers will affect the data analysis results. 
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3. Time and manpower consuming: the labor-intensive and time-consuming of case studies is a very 

real problem. 

For the above limitations, the author uses multiple case study ways to reduce cases bias. The author 

also invite EDBA classmate (Jack WOO and WANG Kui) to the case interviews, in order to reduce 

data collection (interviews) subjective bias in the process.  
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Chapter V: Case Studies 

5.1 Case 1 Qianjiang Spring Group 

Considering the author is the legal representative and also the researcher in this case 1, direct 

interviews with employees may lead to biased or restricted content. For this reason, the author 

specially invited EDBA classmate Jack WOO to perform interviews and help organize records and 

interviews contents. The following is the result interviews and organized content of the author and 

Jack WOO, after discussion. 

Qianjiang Spring’s observations and interviews were conducted on October 17, 2014. Before the 

interview, the author and Jack WOO discuss and develop the interviews outline/guideline together and 

agree the data collection content and protocol. At the same time, the author also informed the 

interviewees in advance that this is an academic research project which does not involve assessment 

and corporate secrets, so as to encourage they express their views freely. The author does not 

participate in the interview process, let the interview to conduct in the natural conditions without stress 

and worry to express ideas and opinions. Interviewees are basically managers and executives whom 

have more than six years of working experience. 

Table 8: Summary of Case 1 interviewee 

Name Education 
Years of 

working 
Years in the case firm Department & position 

YU Zhong Master degree 20 11 Quality Manager 

LI Jia 
Bachelor in International 

trade 
10 8 Business Manager Div 2 

WANG 

Shou-yan 
Master degree 24 14 Vice President 

LIU Dan Bachelor in Chinese 20 6 Admin AGM 

YU Xiao-long Bachelor in IT 10 7 Purchase Manager 

HE Zhi-jun 
Bachelor in Business 

Management 
13 8 Admin Exe 

ZHANG 

Yong-sen 
Master degree 32 27 GM, President 

Source: Author’s analysis 

5.1.1 China’s spring market analysis 

As a main engine of world’s economic development, China’s strong economic operation also 

accelerates the development of its spring industry. Though financial crisis is now intensively spreading 
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to real economies, most people are confident that Chinese economy will soon bottom out. Therefore, 

it’s reasonably expected that spring industry will continuously develop. Sales amount of the whole 

industry is roughly estimated to exceed RMB 5 billion Yuan in 2015. Spring market share of 

automobile industry will exceed 50%. 

In spite of a promising market prospect, technology R&D and production process of correspondent 

spring industry hasn’t been comprehensively and entirely improved, greatly falling behind the 

development of that of main engines. Multiple problems demanding prompt solutions exist during 

upgrading and updating process. Since Qianjiang Spring was established and opened the Chinese 

market by virtue of motorcycle springs, it has clarified that enterprises would sooner or later be 

excluded if they develop backward or go out of operation path of the industry. Therefore, there is no 

other ways for an enterprise to sustain in spring industry for a long period but focusing on innovation 

in management and technology R&D. For this reason, the enterprise has set forth two goals, i.e. (1) to 

make its spring products achieve domestic leading level, catch up with and surpass the world by 

independent research and development; (2) to make the enterprise rank first in the industry by 

scientific management system. These two goals were regarded as task impossible to be accomplished 

at that time, but have been achieved one by one through 20 years of hard work. It’s no exaggeration to 

say that it’s the pursuance to technical innovation and attention to independent intellectual property 

that makes Qianjiang Spring’s development and progress and makes it achieve its original intention 

neither to be replaced nor to be exceeded in upgrading and updating over and over again. When 

exchanging with peers, the author was more than once asked to tell Qianjiang Spring’s secret of 

success. In fact, there is no secret of success. As an old saying goes, “precise knowledge of self and 

precise knowledge of the threat leads to victory”, the blessed Qianjiang Spring just had a relatively 

precise judgment about the external situation and itself, made a good decision and well performed it 

during the development process.  

More than 1,800 spring enterprises exist in China now, with about 35,000 employees, less than 20 

employees for each one. This separated and self-operated operation structure make enterprises lack of 

capital and technology, so products are not enabled to compete with that of foreign enterprises whether 

in quality or quantity. Taking bearing springs as an example, output of enterprises all over China is still 

less than that of a Japanese NHK. At the beginning of the establishment of Qianjiang Spring, it had 

only 8 employees and a capital of RMB 800 Yuan (less than 100$), rent several simple and crude 

farmhouses (about 200 m2), hard to survive. However, over the past 20 years, it follows the 

development pattern of obtaining operation capitals by virtue of products development and enlarging 

and strengthening business by virtue of financial accumulation, with its scale continuously growing 

and brand influence rapidly expanding. In 2003, Qianjiang Spring successfully expanded its business 
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to America, a country with the most developed manufacturing industry, and established Qianjiang 

Spring (US) Co., Ltd.; in 2004, it established Sino-US Joint Qianjiang Spring (Hangzhou) Co., Ltd.; 

now, through resources integration, it establishes the Qianjiang Industry Group, with its products 

covering a number of areas, i.e. aerospace, national defense and military, equipment manufacturing, 

electricity transportation facilities, new materials and new resources. Advantages of integration and 

collectivization bring a vast development space for the enterprise in the future.  

Most enterprises in spring industry still adopt traditional rough management pattern, while only a few 

enterprises adopt information management. Average labor productivity of the industry is less than 

RMB 70,000 Yuan. Qianjiang Spring took the lead in obtaining ISO9001 and ISO/TS16949 quality 

system certification and ISO14001 environmental protection system certification, carrying out ERP, 

5S and other series of modern management methods, which greatly improves the production efficiency 

with a better and steady product quality and becomes a lever to successfully open an international 

market. It’s well entrusted by multiple Fortune 500 enterprises. Management is productivity and a 

benefits multiplier. That is a distinct realization we gain from practice. 

Since the 21st century, China’s spring market is fiercely competitive with the price up and down, which 

even becomes a survival mode for spring enterprises. Many enterprises no longer compete with each 

other in neither quality nor technologies, but try the best to open markets by virtue of low price. 

Excessive price competition will only lead to loss of both sides. As the most typical example, the price 

of motorcycle springs continuously drops down, with profits getting almost to zero; many enterprises 

are forced to quit from the industry since their revenue reduces greatly. The remaining ones also face 

very poor existing environment due to lack of financial accumulation required by development and 

inability to innovate equipment. 

Superficial reason of price competition is that capacity tends saturated and products categories are 

similar, but the underlying reason is the industry is still remaining in the labor intensive and equipment 

backward phase. According to statistics, quite a large amount of enterprises still depend on manual 

production. Most enterprises can be found to use equipment of 1980s or even of 1970s, but only a few 

enterprises are equipped with automatic production line through CNC spring coiling machine, spring 

grinder with double feeding trays, penning machines. Ignorance of technology and equipment 

innovation makes the whole industry lake of capability for further development.  

In 2004, when the price competition was growing increasingly fierce, Qianjiang Spring invested a lot 

of money to introduce the world-class production line from America, Germany, Italy and Japan to 

produce bearing spring, stability rod and valve spring. Since this category of products requires high 

technology, better process and high performance, competitors are not equipped with corresponding 
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production strength, so Qianjiang Spring could rapidly capture the market share for high-tech products 

and promptly go out to open markets in North America and European, going far away from low level 

vicious competition and showing unique landscape when compared with numerous peers who were 

fighting hard against the price competition.  

Synchronous development of parts and vehicles is a common cooperation model adopted by foreign 

auto industry. Through collaborative development, parts factories can not only obtain valuable 

development experience, but set technological barriers by virtue of such opportunities, to prevent other 

enterprises from stepping into R&D and production of similar products in the name of patent and 

intellectual property. Spring enterprises are currently quite weak in independent R&D and financial 

investment, unable to catch up with world advanced level and the trend of market development. It’s 

difficult for them to participate in synchronous development with main engine manufacturer. Many 

product models are introduced from foreign countries. Products development and approval are 

restricted. Besides, there is a gap between the performance of similar products made in China and in 

foreign countries. 

After obtaining its first profitable return by developing motorcycle springs, Qianjiang Spring regarded 

independent development as an inexorable law for enterprise development. It invests annually a 

considerable proportion of money into products development, and has successively developed PVC 

plastic and bending pipes mold spring, Steyr WD615 diesel engine valve spring, compressor shock 

absorber and noise reduction spring and other products, awarded as provincial technical center. It has 

intellectual property rights of more than 60 national patents and 25 national new products awards and 

has successfully launched nearly 500 new products in 2008. In addition, it participated in preparing 

more than 20 national and international standards. Its products involve in Fortune 500 enterprises such 

as VOLKSWAGEN, GM, Ford, HY, Porsche and Ferrari. In recent days, it’s awarded as one of the 20 

advanced national enterprises for independent innovation by China General Machine Components 

Industry Association. Advanced technologies make Qianjiang Spring acquire opportunities for  

Participation in synchronous development with main engine manufacturers, which not only 

strengthens its binding relationship with main engine manufacturers, but makes its capacity 

arrangement and adjustment and control of products structure that are performed subject to market 

trend more reasonable.  

In general, it’s essential for spring enterprises to resolve problems such as small and scattered 

organization scales, inferior equipment and unreasonable technical products structures during updating 

and upgrading.  

Though for a period in the future spring industry will still focus on small enterprises, a far-sighted 
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enterprise must quicken its pace for resources integration and recapitalization, to acquire more 

essential productive factors and market resources and bring forward a group of scale enterprises. 

However, several enterprises featured by intensive labor and manual production will survive in a more 

narrow space. This is a ruthless law of market competition but is in accordance with industry policy 

oriented requirements and inevitable cost for industry progress. 

Backward equipment, especially serious lack of testing equipment, is one of the reasons for the 

formation of gap between Chinese and foreign spring industries. Due to inferior equipment 

performance, Chinese spring products are mainly common one with low technology, so a passive 

situation that low-end products are in excess of demand while high-ends ones (light-weight design, 

high strength and stress, endurance, distinctive form,special materials) are in short supply. Distinctive 

and rectangular section products can only be produced by Qianjiang Spring and other few factories. A 

gap exists between products made in China and foreign countries in terms of load accuracy, 

perpendicularity accuracy and other performance. More acute imbalance can be shown when the main 

engine is required to work under high speed and heavily stressed conditions. Therefore, the enterprise 

should accelerate the upgrading of old equipment, promote and apply digital controlled spring 

machine, repeated peening technology and all-digital testing technology, show favor to production of 

high strength and accuracy and distinctive springs and reduce production of common spring products. 

At present, the price of spring products and testing equipment made in foreign countries is about 5-10 

times than that of similar products made in China. This is a huge commercial opportunity for Chinese 

equipment manufacturers. If Chinese equipment manufacturer could rapidly narrow down the gap in 

performance and reliability, they may break the deadlock that much critical equipment depend on 

import, benefiting both spring enterprise and equipment manufacturer.  

The future development direction for spring production is with high strength and light weight, 

minimized, deformed and assembling units. Automobile industry is the largest demand side in the 

spring market, which has a largest demand for bearing spring, stabilizer bar and valve spring. The 

author estimated that by 2020, China’s automobile industry would demand 120 million bearing springs 

annually, 45 million stabilizer bars and 500 million valve springs (excluding motorcycle and diesel 

engine). The overall technical development tendency of these three kinds of spring is heavily stressed 

and light weight. Designated stress of bearing spring is universally more than 1100MPa and operating 

stress of valve spring is universally about 900MPa. In terms of reliability, main engine manufacturers 

are required according to Weibull distribution curve and over 90% amounts to estimated life span. 

Deformed section bearing springs and valve springs are lighter than circular section spring, with more 

reasonable distribution of stress. However, this kind of springs needs a higher cost and more complex 
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technical process. It’s estimated that the ratio of sectional area and variable area of bearing springs is 

about 3:1 and the ratio of circular and non-circular sectional area is about 7:3. 

Manufacturing technology directly influences spring design and quality. Though the improved 

automatic production highly reduced the labor quantity required, it correspondingly enhanced the 

quality requirement. Enterprises should drastically increase the proportion and quantity of technicians, 

enhance labors’ job related training, improve their technical level and reinforce researchers’ strength. 

Raw materials quality is also a choke point, restricting the development of spring industry. Spring 

materials are required to ensure that springs working in high strength should have a long fatigue life 

and good anti stress capacity, able to be used for different purposes, and also be corrosion resistant, 

non-magnetic, conductive, abrasive and heat resistant. Compared with that in foreign countries, steels 

processed in China are of poor surface quality, greatly fluctuant strength and insufficient verities. Only 

a few Chinese enterprises are able to produce spring steel wires. However, Japanese CHKK, Korean 

Daewon Kangup, Germanic Thyssen Krupp and M&B have their own wires processing and 

production lines. In recent years, very few quality problems caused from materials production in Japan, 

and quality problems mainly result from process damage, inaccurate size and poor thermal treatment. 

Therefore, relevant industries should strengthen support for upgrading of spring industry. 

Before the market meets standard requirements, price competition is still an important method to gain 

a share of the market. The only way for enterprises which have no advantages in price is to produce 

products with high technologies by using technology advantages so as to keep their market share. 

At present, the spring market is divided into five segments, i.e. communication and transportation, 

daily-used hardware, electric appliance and meters, and international market, among which 

communication and transportation take the largest portion. The automobile industry wide spreading in 

a very short time provides multiple spring enterprises with an opportunity for rapid development and 

automobile manufacturers have been a supreme demand side for spring market. Railway transportation 

is the next growth point of demand for spring market. With the accelerated implementation of 

high-speed railway construction, shock absorption and noise reduction system of locomotive is facing 

to update and upgrade. Various spring manufacturers happen to aim at the same target. Daily-used 

hardware has a largest demand quantity of spring, but requires low level technology and price, and the 

market is occupied by small factories by virtue of their cost advantages. Mechanical parts, electrical 

appliances and instrument have a largest sector and most species. From power switches to compressor 

spring, from engineering machinery spring to chemical engineering spring, numerous and complicated, 

there is a great difference in requirements for materials selection, performance index and technological 

requirements. Chinese spring is mainly exported to Japan, America, German and Southeast Asia region. 
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Exported products mainly include automotive spring and mould spring, with its amount of exports less 

than 7% of the total output value of spring. However, the amount of spring products exported from 

developed countries amounts to 15%-20% of the total output, so there is a large space for China to 

fight in the international market. 

America and Japan take the lead in global spring industry and lots of their practice is praiseworthy. In 

Japan, about 50% enterprises have invested strength in R&D and more than 40% has established 

specialized agency. Japanese enterprises generally limit production to market ability. Data of 

production plan come from two parts: (1) customer orders or internal data; (2) sales forecast for the 

next two months by salesmen through market information. It’s estimated that amount inventory of 

semi-finished and finished products of Japanese spring industry equal about sales volume of 0.5-1 

month, which is worth to be referenced by us. In Japanese enterprises, quality control and testing 

personnel account for 4%-10% of the total personnel. Unqualified rate of in-plant batch is about 1% 

and of the whole industry is about 0.4%. It is worth mentioning that Japanese spring industry 

organization (Japanese Spring Science and Technology Research Association) has a great contribution 

to promoting and improving its spring industry. It can be seen that the industry association plays an 

important role in guidance and specification of enterprises. 

Recently, when referring to industry status, a relevant principal of the spring industry association 

pointed “To advocate ingenuity of products and avoid disordered competition of price is fundamental 

to resolve underlying problems of the industry.” Qianjiang Group realized from its own experience that 

to recognize the situation, identify accurate position and act correctly is essential preconditions for the 

development of an enterprise. It also would like to use the following words for mutual encouragement: 

When facing challenges and opportunities mixed situation, with courage to proceed without hesitation 

and attitude to sink or swim, break away from old patterns and actively innovate, gain a share of the 

current market through resources integration, technology improvement and products variation and win 

right of speech of the next game. Only in this way can the industry develop in a sound and orderly 

way. 

Data source: China Industrial Information Network (http://www.chyxx.com) 

5.1.2 Company history and operation  

Qianjiang Spring was founded in 1988, is the industry leader in China Spring and also the first to enter 

the global high-end market of Chinese brands. It started from 800 yuan capital in a small workshop 

with 8 workers. Now it has developed into Beijing and Hangzhou, two world-class production bases. It 

exports parts covering Europe, America and Japan and South Korea with a complete sales system, and 

innovation and lean management, known for modern and professional group of companies. 
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Qianjiang Industrial Group consists of Qianjiang Spring (Hangzhou) Co., Ltd., Qianjiang Spring 

(Beijing) Co., Ltd., Qianjiang Spring (USA) Co., Ltd., Qianjiang Spring Research Institute, Hangzhou 

New Asia Industrial Co., Ltd., and a number of manufacturing companies. Its production hubs are 

located in Beijing and Hangzhou for automotive parts production. These formed the base for south and 

north strategic development of group businesses. Group's products involve a number of key 

areas/components/parts in aerospace, defense industry, machinery manufacturing, electricity 

transportation, new energy and new materials development. It has independent intellectual property 

rights of more than 60 patents, among which over 50% is invention patent. It is also involving in the 

making of more than 20 national and international standards. It is one of the top domestic companies 

to achieve leapfrog development through transformation and industrial upgrading and becomes a 

benchmark company. 

Qianjiang Spring's comprehensive strength has become first in the spring industry. It mainly provides 

support for the world's top 500 enterprises, the world's leading brands and global industry leaders in 

auto OEMs. It has won the national top 100 outstanding auto parts supplier, China's most independent 

innovation capacity of SMEs, national high-tech enterprise, Zhejiang most investment value of the 

enterprise, Zhejiang National 500 outstanding private enterprises in Zhejiang Province, Zhejiang 

Province integrity of private enterprises in Hangzhou and AAA-credit enterprises honor. It earns the 

reorganization of leading enterprises in Zhejiang Province was praised as a small spring to play great 

music. 

Qianjiang Spring (Hangzhou and Beijing) is a national high-tech enterprise, with more than 60 

national patents (including over 50 % innovation patents) and participated in the drafting and 

preparation of more than 20 domestic and international standards, with the core technology with 

independent intellectual property rights of more than 500 items. It is first to obtain the ISO9001, 

ISO/TS16949 and ISO14001 of the three management system certification. Its main products include 

automobile springs, spring high-end appliances, power tools, spring, spring elevator series, power 

springs, construction machinery springs, die springs, etc. With high- tech enterprises, sophisticated 

production technology, economies of scale and prominent core competency, it stands out in the 

Chinese manufacturing SMEs. It has been basically completed the based on China, think globally 

strategic development path. Qianjiang Spring by this has become respected by international customers 

as Chinese high-end spring brand. 

Qianjiang Spring has domestic and international customers, supporting the production of major 

automotive and industrial products for Fortune 500 companies of world famous brands and global 

industry, such as Volkswagen, GM, Ford, HY, Ferrari, Porsche, BMW and other top car OEMs; and 
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many world's industrial giants such as Siemens, Volkswagen, Bosch, Borg Warner USA, Cummins, 

USA GM, US utility power, LG, Hyundai Motor. By establishing a solid partnership, good quality, 

excellent service and reputable brand, the Company won the reputation of small spring play the great 

music. 

Good performance at the same time, Qianjiang Spring actively explores its own characteristics suitable 

for the growth of private enterprise system. The enterprise’s operation philosophy is based on 

people-oriented, win-win together business integrity and harmonious development, and made an 

achievement in "party, workers and team" (Communist Party of China, Labor Union and Youth 

League Organization) construction. Supported by the central and provincial and municipal government 

agency / leaders, the enterprise has won the national 100 outstanding auto parts supplier. It provides a 

vivid case to achieve sustainable development of Chinese manufacturing SMEs. 

5.1.3 Company development path  

Qianjiang Spring is a manufacturing SME, created by the author and with 100% ownership. In 

management, the author is chairman of the board, also serves as the general manager of the Group. 

The author is responsible for corporate strategy, planning, development and implementation of key 

decisions direction. Operational matters are dedicated subordinate management team (vice president 

in charge, AGM, department managers, supervisors, etc.) to implement. 

In the interview process, Mr. Zhang Yong-Sen (business founder and operator) revealed that there are 

several large Qianjiang Spring turning points in the course of business and brand building (also known 

as industrial upgrade by the author). Qianjiang Spring in the early stage, due to tight supplies, it only 

produces some civilian products, such as spring for switches, washing machines, sewing machines and 

bicycles accessories. Qianjiang Spring in the development process carried out constantly improvement 

and set higher goals. 

In the second half of 1990, Qianjiang Spring started providing automotive supporting parts to the 

country's largest motorcycle manufacturer - Chongqing Jialing Honda. Subsequently, it developed 

market to supply parts to five major motorcycle manufacturers (Chongqing Jialing Honda, CJYM, 

Guangzhou Wuyang-Honda, Ji’nan-Qingqi and Hainan- Sundiro) in China. The GM said “During this 

period, almost the motorcycles traveling on the road were using spring produced by Qianjiang Spring. 

At this point, Qianjiang Spring has realized that the future development of the automotive industry. 

After China applied to join the WTO, I realized that the future of the market is global, not China. So I 

made a decisive business decisions to arrange the key staff to Tsinghua University study, to overcome 

this difficulty in English.” 
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In 1995, Qianjiang Spring completely got out of the motorcycle industry, entered into the automotive 

sector. In early period, Qianjiang Spring chose the automotive industry's most high-end product to 

produce, i.e. Steyr WD615 engine valve springs. The GM said “At that time, these springs were all 

imported from Austria. Qianjiang Spring did its best to develop this project successfully. After 

repeated validated by experts, Qianjiang Spring’s products are better than imported. It has reached 

domestic leading level to replace imports. Through the development of this project, Qianjiang Spring 

earned its reputation in the automotive industry. After that, the development focus was on the 

international auto parts business market, which further improves the brand name of Qianjiang 

Spring.” 

In 2003, the firm implemented the business strategy to go out and established Qianjiang Spring (USA) 

Inc. in Detroit. This US-based enterprise collects information about the market and new technology, 

and also let Qianjiang Spring products entered into the North American market. Some business 

activities carried out in Detroit including business conference, technical exchanges and logistics 

arrangement. As a result, these introduced many high-end international customers to Qianjiang Spring. 

This is a turning point of a successful business for Qianjiang Spring which began as an international 

auto parts supplier. 

5.1.4 Enterprise brand construction and development path 

Qianjiang Spring’s entire strategic layout is reasonable. Now more than 87% of production is for the 

automotive industry. There are some other spring productions for appliances, power tools, construction 

machinery, agricultural machinery, door access control systems for global leading brands. So, 

Qianjiang Spring main emphasis is in brand building, brand is the business card for the enterprise. It 

needed the support of fine quality, good corporate culture and business integrity. Excellent product 

quality is not only to increase brand name awareness, but also helps promote the development of 

enterprises. Enterprises should regard energy saving and emission reduction, environmental protection, 

social responsibilities and harmonious labor relationship as the brand’s four pillars.  

In the early development of enterprises, Qianjiang Spring brand did not involve in the automotive 

industry market. The company plans its business strategy, organize internal actively for party, workers 

and team (Communist Party of China, Labor Union and Youth League Organization) construction. 

With limited resources, it carried out various activities, including publicity and promotion of corporate 

culture, etc. which have contributed to the corporate brand development. Qianjiang Spring in the 

context of the harmonious development of corporate culture did not have any negative media opinions 

on the corporate brand development. 

Qianjiang Spring did a lot of works in brand building. In terms of quality, the quality personnel 
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continued to maintain a cautious attitude, and believe that the company's brand is to rely on the quality. 

Becoming an OEM direct supplier for high-end customers, can not only reflect on customers’ 

acceptance of the quality system, but also on the company's brand recognition. The quality accounts 

for about 60% of the company’s performance evaluation system, which reflects the importance of 

quality for the enterprise. Quality Manager said "If an enterprise wants to establish foothold in the 

market, it must develop the brand. Brand is a business card, but it is the quality that supports this card 

into the market. Currently, Qianjiang Spring brand has entered the market, next is a deeper 

integration with the international market." Undoubtedly, Qianjiang Spring very concerned about the 

quality in brand building. Product quality problems affect not only the product itself, but also the 

corporate brand. Only production, technology, inspection and sale simultaneously improve quality 

control and stability that will enhance the brand reputation. Qianjiang Spring does no compromise in 

terms of quality. Even so, the Vice president (AGM) said that although Qianjiang Spring now has 

advanced production equipment, professional technical team, excellent customer base and superior 

comprehensive strength, the company still needs to continue to strengthen its technical innovation 

capability in order to increase brand reputation / value and integrate with international market, 

eventually compete with international brands. 

Product quality and production processes are inseparable, Quality Manager said "Quality management 

is not only to ensure quality accident / issue does not occur again, it is more importantly about how to 

improve, how to optimize, not just the quality, but also the technology and production process to 

optimize the quality, in order to ensure quality manufacturing outputs. Optimization process is not only 

to enhance the quality; it is also on cost control." Quality Manager continues to emphasize the 

importance of quality and technology "To enter international market, the biggest risk is technical 

aspects. We need to continually enhance the technology innovation with strict quality monitoring, step 

by step, getting into the international market." Therefore, process and technology are key components 

of brand content. Quality Manager added that "Compared to its competitors, Qianjiang Spring always 

highly recognized by customer to have excellent performance in the new sample development and 

testing, process design, product delivery, quality maintenance and service delivery and widely received 

by customers, which is also a proof for brand reputation." 

Brand building is inseparable from the market, service, quality and customer. Sales Manager said 

"Over the years in brand building, the enterprise has invested a lot in the business to improve brand 

reputation, market share, services and after-sales feedback. These have good implications on our 

brand building in domestic and foreign countries. Brand building from inside out, internal 

management, product quality help gradual internationalization of our brand. It also resulted in the 

sustainable development of our business" Brand competitiveness is always around the markets, 
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products and customers. It also has an importance impact on the sustainable development of business. 

Sales Manager added that "Business development capabilities, product quality and customer 

maintenance help create a corporate brand. Brand has direct impact on the company’s capacity to 

sustainable development." 

How to measure the market share and reputation? Sales Manager said that, for market share, there is a 

macro survey in the automotive industry every year. The Company is using data from this survey 

report to account for its product's market share in the industry. For reputation in the automotive 

industry, it looks at the Company’s industrial influential power and ability to dominate / lead the 

market pricing. The brand competitiveness is mainly reflected in the dominant of high-end products. 

Factors affecting the brand competitiveness are product price, quality, customer service and 

localization convenient. Most European and American automakers put more weight on convenience. 

When both products are equally competitive, OEMs prefer local products than imported items for 

lower production costs and shorter procurement lead time. Qianjiang Spring, when competing with 

international spring suppliers, provides high-quality service to win new projects. Its comprehensive 

strength has become the first in the domestic market. Brand is a reflection of a company’s 

comprehensive strength, and is the core for sustainable development. Internal management and 

operation and the external market competition and brand reputation are key factors of enterprises 

sustainable development. 

When talking about Qianjiang Spring brand building roadmap, Sales Manager said that when the 

factory was initially constructed in 1988, the Company had no operation supporting management 

system. Late in the development process, the Company established its internal (quality) system, and is 

the first company in the automotive industry has (quality) system certification. The (quality) system 

certification helps promote the company's brand name and reputation. The Company's internal 

production, quality, technology and innovation management has been strengthened. Customer base 

include the world's 100 to 500 automakers OEMs. There are aspects of business process gradually 

building the brand reputation. Qianjiang Spring in brand building is facing any problems or needs 

adjustment? Sales manager said that "The business’s next goal is integration with the international 

standards (markets), allows the company to become an international brand. At the same time, our 

product development capability and technical innovation capability should be further improved. 

Training of personnel also needs to be strengthened. Also need to import foreign advanced facilities 

and equipment to move towards the ambitious goal of building Qianjiang international brands." Most 

of Chinese manufacturing SMEs are developed after the economy reform and open up. These 

enterprises are small-scale and have low anti-risk ability, simple business philosophy and low brand 

awareness. These are key feature of majority of manufacturing SMEs. Since the brand alone does not 
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have dominated powers on the market, how a brand builds its competitiveness in such case? Sales 

manager further said that "the brand is intangible corporate assets. The increase in brand awareness 

needs to start from the inside, including the aspects of business management, production, technical 

innovation, quality and customer services.” 

Company’s attitude on crisis management affects customer satisfaction, which finally reflected in the 

brand loyalty. Company vice president said, "Early in the product sample development phase, there 

will be some minor quality issues. For example, in a recent case, when we making OTS sample parts 

for an automotive industry customer, we are at the first time producing with a special imported 

material, but the customer has very high demand on production technology and quality. Despite we 

have been making constant interaction/communication with customers over telephone, mail and other 

means on the production progress, we still delayed product delivery and customer was unhappy. In this 

case, our technology and quality teams called meeting discussions to analyze the issues, so as to 

improve the process to meet customer requirements. Finally, within a period of a week, we successful 

handle of the incident and the customer’s attitude has apparently changed. Before that, the customers 

was very unhappy, but through this event, they see our commitment in quality and service delivery, 

finally the customers appreciate our service attitude, recognizing Qianjiang Spring can handle issues 

timeliness and effectiveness. More trust to us and also has laid a good foundation for the future 

Long-term cooperation. " 

Similarly, the crisis management can also strengthen partnerships with suppliers. For example, once 

we provided a sample to OEM customers for testing, the customer give a feedback that the spring 

broke in the detection process. After the quality staff inspected the spring design, materials and 

applications environment and other reasons repeatedly, finally found the problem was from the 

outsourced manufacturers of the surface treatment processes. This quality incident has accelerated the 

quality inspection process before sending to outsourced manufacturers. It is also a typical case for 

developing with suppliers and partners. Purchasing Managers said that “New sample production is 

also a challenge to outsourced manufacturers. Of course, the solution is a gradual accumulation of 

experience and knowledge. We also allow the outsourced manufacturers to understand the importance 

of product quality. Outsourced manufacturers recognize of our rigorous in quality analysis, processing 

and commitment attitude. The incident did not have an impact on the later cooperation, but both sides 

have strengthened the quality management, commitment and control." In addition to market and 

customers, brand also provides more choice to procurement. Many outsourcing manufacturers and 

original parts suppliers are more willing to cooperate with the high-profile companies, even at a lower 

price. Purchasing manager put it this way “Qianjiang Spring’s brand competitiveness in the country 

has a very high profile. It is currently entering the international market. In terms of the purchase, 
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when we are looking for suppliers, without self-introduction, new suppliers knew us and wanted to do 

business with us. Brand competitive brands bring certain advantage procurement. " 

In recent years, enterprises through customer satisfaction investigate the degree of customer 

acceptance of Qianjiang Spring brand. The Company participates in domestic automotive industry 

exhibition, so that more companies recognize and understand Qianjiang Spring brand. At the same 

time, the company also to strengthen internal management to improve training efficiency and promote 

corporate culture so that employees can deeply understand the meaning of Qianjiang Spring brand. 

Therefore, the company believes that the quality management has a long way to go and the market is 

very competitive. Qianjiang Spring’s culture is harmony, win-win, innovation and integrity are 

supporting Qianjiang Spring’s international brands. Compared with the consumer goods industry, 

springs are industrial products, not directly sell to consumers, no advertising, and only the integrity, 

technical innovation, quality, service excellent will increase the reputation and credibility of the brand, 

and then the brand will have competitiveness. Company vice president further said, "Qianjiang Spring 

begins from household appliances, power tools and other parts of the spring production, and then 

transit to the automotive industry. At present, we have accounted for a very large proportion of 

customers in the automotive industry. After the transition brand building process, we have excellence 

in quality and have strengthened innovation and technology. We are more focused on the corporate 

culture propaganda. Qianjiang Spring newspaper publication is a good example. We mail each issue 

of the newspaper to our customers, so that they can understand our corporate culture, including the 

sharing of some of the technical achievements." 

Brand construction combines the corporate integrity, innovation, management, customers and other 

factors. Admin Executive believes, in brand building, Qianjiang Spring applies four principles 

integrity, continuous technical innovation, satisfy customer needs and strengthen internal management 

as key four factors for Qianjiang Spring’s brand building. From the Admin Manager's perspective, 

Qianjiang Spring did a lot in brand building investment, mainly in management and products. In 

management, Qianjiang Spring focuses on employee-centered, people-oriented, harmonious 

management and employees-concern. In products, Qianjiang Spring focuses on customer-focused, 

quality monitoring, safety and customer satisfaction. This is reflected during recruitment, the 

Administration Department will focus on the candidates to talk about our business development, 

internal management, and corporate culture. 

When it comes to brand building, the SMEs face many problems and challenges. Adman executive 

said that brand building is about business survival issues. In the process of development, it faces with 

two problems, one is corporation discrimination and another is national policy imbalance. China used 
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to be a planned economy, is the progressive development of the national economy to the private 

economy. The society is also in social transformation. It is usually regarded that state-owned 

enterprises produce excellent product, the private sector's products may sub-standard the production 

quality. From simple sense, it is corporate discriminatory by social groups. Then state-owned 

enterprises and private enterprises are unequally treated in terms of policy. In the production, 

state-owned enterprises receive a lot government subsidies, the cost is lower than the private sector 

and good financing secured. The private sector does not have much funding for the development of 

enterprises. Therefore, private enterprises and the state-owned enterprises have large discrimination in 

policy treatment. However, China is in the development of national policies are gradually improving. 

SMEs achieve more sophisticated management and production. For example, in sales, private 

enterprises products not only need to dominate the market, but also to go to the high-end customers, 

such as Fortune 500 and Global 100 companies, to improve self-standard. 

5.1.5 Enterprise sustainability 

Hangzhou Qianjiang Spring Co., Ltd., founded in 1988, is one of the first eight pilot private 

enterprises in Hangzhou. Twenty years later, the other seven are gone, leaving only Qianjiang Spring. 

The company sustains develop till today’s large-scale operations. Quality management, technology 

innovation, harmonious teams, faithful operation, brand maintenance, products transformation, quality 

improvement and customer transformation, all have played a key role. 

The introduction of international high-end customers enables Qianjiang Spring to become an 

international branded spring manufacturer supporting the Chinese national OEMs. The Company 

sends the staff to training and invites teachers to provide continuous training and education to improve 

the overall quality and capability of the staff, create Qianjiang Spring corporate culture and brand. 

General Manager of the Company believes that corporate culture is the true meaning of Qianjiang 

Spring elements of sustainable development, which is reflected in the staff stability and quality 

controllability. He said "In doing business and economy development, I also do not forget the party, 

worker and team building. The construction of organizations let employees can feel at home in the 

enterprise. During the construction of the new plant, we consider to build the staff apartment, workers 

home and cafeteria, so that all the staff willing to stay with the firm and develop together with 

Qianjiang Spring. Stable staff directly affects the business development, the product quality and 

market share." 

Qianjiang Spring’s social responsibility also promotes the development of enterprises. All along, the 

company regards the safety, energy conservation and environmental protection in the first place. If the 

employee’s safety does not guaranteed, it may result in misfortune to the staff, families, businesses and 
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society. Environmental protection is very important to enterprises and society. Qianjiang Spring views 

environment protection and energy conservation as part of its social responsibilities. Its energy 

consumption reduced around ten thousand yuan annually and maintaining the national high-tech 

enterprises status. Of course, the success of Qianjiang Spring is also inseparable from innovation. 

Enterprise now has over 60 patents, among which more than 50 % are innovation patents. It also 

drafted and developed 20 national and international standards, which are for the subsequent 

development of enterprises laid a solid foundation. 

Quality Manager said that the core concept of sustainable development in Qianjiang Spring is its 

corporate culture of harmony, win-win, innovation and integrity. In expanding to international markets, 

Qianjiang Spring continues learn external visits, explore and learn from international high-end 

customers for new ideas and management models. Sales Manager believes that the core concept of 

sustainable development in Qianjiang Spring has two aspects: one is the innovation capacity of 

enterprise, another is the market share. In terms of innovation, it’s including innovative business 

products, technology innovation and management innovation. The market is constantly changing, 

customer demand for the product is not static, and the company must accelerate the pace and keeping 

up with the change rhythm, in order to enable enterprises to sustainable development. However, in this 

era of economic globalization, the Sales Manager said that "Our innovation capability is not strong 

enough and our international level is not high enough. This requires companies to accelerate the 

transformation of development mode, hard skills, strengthen innovation and reinforce management. At 

the same time when maintaining sustainable development, we will make our business grow better and 

stronger. " 

Qianjiang springs’ corporate culture help create the company’s sustainable development. Through the 

introduction of talent and training, production efficiency, monitor quality, improve customer service, 

including internal implementation of energy conservation and environmental protection policies, etc., 

are the Company’s investment in corporate sustainability. However, the Company Vice President said 

"On a 100 points scale, Qianjiang spring gets 85 points. The reason is that not only internal 

management still needs refinement, but also needs to strengthen the training of personnel, their 

innovation technical capabilities, and also their consciousness in quality management. To further 

strengthen the quality of staff, the Company encourages and reward innovation ideas and proposals 

from staff. For new inventions, we implement the reward system. At the end of the year, enterprise will 

select a group of activist workers, excellent staff, excellent department, team and other to reward and 

incentive.” 

Corporate culture is not a slogan, it is how companies treat and deal with employee issues. For 
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example, through a number of small events, it can demonstrate the core values in culture. Admin 

Executive told us a little story: “Qianjiang Spring, as a manufacturing company, will inevitably 

encounter some events that may affect the brand reputation. In 2009, the company has an internal 

theft case. The theft staff was eventually identified, and the event has a great impact to business. The 

case was managed in the following manner:  the employee was detained by police, business leaders 

went to see him, and the police said that although the employee made a mistake, he is still a Qianjiang 

Spring employee. We decided to continue help educate him to realize his mistake, help him in the 

self-correction and to become a useful person in the socially again. Later, the company retained the 

said staff, but there are two problems. First, this incident also caused other employees worried about 

their own safety and property. In this case, we have to convince other employees that everyone can 

make mistakes, and we should give the opportunity for the person to rectify. Second, the enterprise 

management system has loopholes, which gave employees the opportunity to make mistakes. So, 

although it is an employee problem, company should take appropriate management responsibilities.” 

"This event is consisted of a positive and a negative teaching materials. Employees have a great 

impact, and this event also reflects the company's understanding and acceptance of mistakes 

repentance. It also bring stable to businesses and employees. Qianjiang Spring can show to local 

District leaders that the business’ management, harmony, people management and culture core values, 

which is our Qianjiang key characteristics and advantages." Admin Executive concluded.  

Enterprise sustainable development capacity is the business, in the pursuit of long-term survival and 

sustainable development process, to achieve business objectives and ensure market position, and also 

to enable enterprises to maintain a competitive advantage in leading and future expansion fields, 

sustain profitability and continue steady growth capabilities in quite a long time. Company Vice 

President said that "The first factor for Qianjiang Spring sustainable development is managerial 

decision. From 1988 the initial construction date, several important decisions have led to the rapid 

development of Qianjiang Spring. Second factor is stable team of employees. The longest working 

period employees have been in Company for more than 20 years. They witness the development of 

Qianjiang Spring. The last factor is the ability to develop market. We are proud to sell to fortune 500s 

and top 100 domestic OEMs." When asking about the current development difficulties and problems 

facing by the enterprise, the Company Vice President said, "Our business model is production 

orders-based. Inventory turnover rate has an important direct impact on our liquidity. Another thing is 

to develop high-end customers at home and abroad. However, the corporate team still needs to 

improve innovation and product quality to meet higher customer demands." 

Factor affecting corporate sustainability has two aspects. Administrative manager says: “from the 

production management perspective, the most important is timely delivery of products; from technical 
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innovation perspective, more attention needed on production process; from sales management 

perspective, emphasis is to ensure effective communication with customers. This is also aligning with 

Qianjiang Spring's corporate culture: integrity, innovation and harmony.” Most of the interviewees 

stressed the importance of corporate culture in sustainable development. Purchasing manager further 

said: “over the years, Qianjiang Spring in the business aspects of sustainable development can be 

described as internally and externally development. Internal development includes technology 

innovation; quality control and harmonious management provide a good ground for the sustainable 

development of enterprises. External development includes brand promotion, high-end customers at 

home and abroad, long-term cooperation with key customers, and constantly development of new 

projects, new products, and new materials. Judging from the current situation of enterprise 

development, investment in sustainable development helps the business grow stronger and better.” 

Sustainable development of enterprises in recent years is inseparable from the team building and 

equipment investment. Due to the surge in customers' products and production, when the production 

capacity is relatively saturated, company needs to invest in new production equipment. At the same 

time, we need proper human resource planning, which include recruitment and training of staff. Team 

building, equipment investment and innovation are closely related. Purchasing Manager put it this way, 

"The core concept of sustainable development in Qianjiang Spring is innovation. In terms of technical 

innovation, we have over hundred of new products development and growing new business point of 

sale every year. In terms of management innovation, we have to improve the overall quality of staff 

through training and other means.” Therefore, innovation is the core concept of corporate 

sustainability. 

Sustainable development is mainly reflected in the ability of self-examination, correction, discover and 

correct. If it is part of an enterprise’s process cycles, it has the capacity for sustainable development. 

"From our annual management review, and internal inspection, we find a lot of problems and 

opportunities to improve. We dare to correct ourselves, and compared to state-owned enterprises, our 

decision-making is more flexible, and that is our advantage." Admin Executive added. 

Compared with large enterprises, Chinese manufacturing SMEs less capital and financing capacity is 

weak, small-scale operations, and lack of advantage in the talent, technology, and management. 

However, the simple structure of Chinese manufacturing SMEs, flexible production and operation and 

fast responses are advantages over large corporation. To enhance sustainable development of Chinese 

manufacturing SMEs, it is nothing more than to improve their drawbacks in capital, financing and 

shortages in other areas. Therefore, the characteristics of Chinese manufacturing SMEs brands and 

brand competitiveness are mainly: integrity and service. Large companies may miss some small details, 
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and Chinese manufacturing SMEs can start from these small details (to compete). Chinese 

manufacturing SMEs have difficulties in financing small and it is the norm. The Government has been 

promoting the banking and financial institutions to innovate, to give more support to Chinese 

manufacturing SMEs in term of financing. 

5.1.6 Relationship between brand and sustainable development 

Mr. ZHANG Yong-Sen (GM and President) said: “Qianjiang Spring’s brand and its sustainable 

development has a very significant relations. Most of Chinese manufacturing SMEs supplies to OEM 

(Original Equipment Manufacturer). So, in the China largest export provinces such as Zhejiang, 

Jiangsu and Guangdong generally lack of scientific and technological content of export products. 

Most of them are sub-contract production for branded goods (such as toys, shoes, socks, ties, dress, 

hardware tools, sofa and furniture, etc.). In 2008, American subprime mortgage crisis upgraded its 

impact and caused global financial crisis. RMB exchange rate risk is growing increasingly. The 

subsequent European debt crisis caused another new global financial crisis. The exchange rate of 

RMB and US dollars has a great fluctuation. Under such cases, some OEMs went bankrupt. However, 

Qianjiang Spring took its own advantages to enter into a high-end supporting market, and adopted a 

multiple currency settlement method in time: a) Sell products to branches of foreign enterprises in 

China by RMB settlement method and ask them for global distribution; b) Due to relatively stable 

Euro, adopt Euro settlement method for European enterprises; c) For other foreign enterprises, lock 

the exchange rate and adopt automatic settlement method. During the 2008 financial crisis, through 

Qianjiang Spring didn’t achieve the anticipated rapid growth, the integral sales performance had a 

moderate growth and it successfully avoided exchange rate risk.” 

During the interviews, Quality Manager stressed that "The brand is based on the quality. The brand 

constructs from quality. The maintenance of brand value also relies on quality. So, quality is the 

Enterprise life. In the process of enterprise development, quality helps promote business growth, and 

also enterprise development", Quality manager went on to say, "Business is relying on staff to support 

the development, which in turn staff lead the development of enterprises. Staff is especially important 

for the sustainable development of enterprises. The life of business also relies on individual’s 

promotion and efforts to drive! I think only through the development of the brand, increase brand 

reputation, enterprise development can be sustained." 

Culture determines corporate positioning and sustainability; Quality Manager said that "Corporate 

decision makers determine the sustainable development of enterprises. If the enterprise purpose is 

self-interest in operation for reducing costs, relaxing quality and gaining unscrupulous profit, the firm 

will not continue development. On the contrary, if the enterprise purpose is to develop the brand as the 
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goal, promote energy saving (social responsibility) while maintaining the brand and adherence to 

quality standard, I believe that this business will ultimately be bigger and stronger.” Sales Manager 

said "Compared with European and American companies, Chinese manufacturing SMEs’ development 

is unbalanced.” For example, the development of electronic parts industry is relatively fast, while 

other industrial processing and manufacturing is relatively slow. The sustainable development of 

Chinese manufacturing SMEs was leverage on China's vast geographical areas and markets for the 

large consumer market, which bring new opportunities. Companies need to improve all aspects of 

operations to adapt to the survival of the fittest in the market competition." To enhance the 

competitiveness Chinese manufacturing SMEs, Sales Manager further said that: "Government policies 

need to make some adjustments in the tax aspects of customs duties, VAT, etc., to reduce some of the 

burdens of Chinese manufacturing SMEs. After all, too much "burdens" will affect the sustainable 

development of enterprises. " 

Qianjiang Spring is a learning-oriented enterprise, through learning and innovation to drive brand and 

sustainable development of their two wheels. Purchasing Manager put it this way, "Qianjiang Spring 

develop from a small workshop to today’s operations scale. This is attributed to the staff training, 

technology innovation and management philosophy (insisted on the original basis with multi-levels 

and multi-angles innovation and learning, including the investment in advanced production equipment 

and introduction of high-end customers. In other words, customer acceptance and satisfaction is 

Qianjiang Spring brand value. The brand also contributed to the development of enterprises."  

Innovation is the foundation for enterprise development. Competitive corporate brand will be able to 

promote the sustainable development of enterprises; the core brand competitiveness is innovation. 

Purchasing Manager stressed that "A few years ago, Nokia product quality occupy the entire mobile 

phone market. However, due to lack of innovation, its first position the industry has now been 

replaced by Apple, Samsung and other brands of smart phones. So, brand competitiveness has a direct 

impact on a company’s capacity for sustainable development." Studies have found that when 

companies grow to a certain size, the development will lead to innovation reduction. Does this also 

happen in Qianjiang Spring? Purchasing Manager said that "Large enterprises resist to changing and 

have relatively rigid thinking, difficult to accept new things. Qianjiang Spring has a young 

management team, can be more flexible to adapt to market changes, the corporate brand 

competitiveness has played a certain role, enables enterprises to better sustainability." It seems not 

the size, but the concept of corporate management team can affect innovative ideas. SMEs have a 

young management team; in terms of flexibility, execution, innovation, etc. are better than large 

enterprises. Of course, there are many areas Chinese manufacturing SMEs need to learn from large 

enterprises, leverage on their experiences, to optimize own values." China’s economic transformation 
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brings more opportunities to Chinese manufacturing SMEs. Let the corporate brands have the 

opportunity to enter the international market, but also some Chinese manufacturing SMEs cannot 

adapt to changing business environment." Purchasing Managers added. 

Brand competitiveness is the basis for the survival and development of enterprises, sustainable 

development is a major factor in business development and growth. That being said, the brand 

determines sustainable development of the competitiveness of enterprises, sustainable development 

will affect the company's brand competitiveness in return, the two complement each other. When it 

comes to sustainable development , the Admin Executive said that " First, we have to cultivate 

competitive corporate culture, to cultivate a sword spirit ; Second, formerly Chinese enterprises have 

the advantage of low labor costs and low resource costs, but now companies have no such advantage. 

In fact, the Chinese people are very strong in R & D capability, the problem of how covert R&D to 

industrial innovation, which is Chinese manufacturing SMEs weak areas. So, we need to strengthen 

this value transformation process; third, strengthen government support. I recommend the innovation 

driven-based support, such as support for innovation. If there is no innovation, do not give support. I 

think these three areas are very important." 

5.1.7 Theoretical framework implications  

Figure 12: QianJiang Spring theoretical model (words frequency) 

 

Source: Author’s analysis 

Qianjiang Spring case study shows that a factor affecting brand including quality, customers, products, 

services, processes and integrity, in which quality is the most important factor. Batch of product 

quality problems can affects not only the product itself, but also the corporate brand. Only improve 

production, technology, inspection, after-sale quality and stability, will better enhance the brand 

competitiveness. Qianjiang Spring has no compromise in terms of quality. In this case, the customer 

refers to the customer experience. Berne H. Schmidt in his book Managing customer experience 

defines customer experience management as a process strategically managing customer experience of 
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the product or the company. It is to improve the overall customer experience as the starting point, 

focusing on every contact points with customers by coordinating the integration of pre-sale and after 

sales at all stages of the various customer touch points, or contact channels and destinations, 

seamlessly deliver targeted information to customers, create a positive feeling to match the brand 

promise to achieve positive interaction, create differentiated customer experience and achieve 

customer loyalty, strengthen the perceived value, thereby increase the corporate income and asset 

values . 

From the Qianjiang Spring case study, it’s also found that the brand is an evaluation of the customer 

and their perceptions of a company and its products, service, cultural values and trust. In the case of 

companies, the brand is used to identify products or services, like a business card. It makes the 

difference between a product and service to competitors. Therefore, only the good products and 

services can reflect the brand meaning and value. In addition, to improve the core competency of 

Chinese manufacturing SMEs, the current key issues are how to improve productivity and processing 

quality, reduce manufacturing costs, shorten lead times, protecting the environment, reducing energy 

and resource consumption, and these need to be solved is the management process. Therefore, process 

management has become an important factor in maintaining the brand value. The effective 

implementation of process management is to achieve a production, technology and quality 

synchronized enhancement, but also shorten the distance between process design, implementation and 

operation. In solving technical difficulties and achieving production program, process innovation plays 

a vital important role. High production efficiency, low production costs and product quality 

consistency are the most important foundation for Chinese manufacturing SMEs to gain competitive 

advantage. Therefore, strengthening the role of process management can effectively improve 

production efficiency for enterprises to enhance overall competitiveness and sustainable development, 

for a solid foundation. 

With Qianjiang Spring exploring the international market and the deepening of high-end customers, 

business integrity has become an important topic of daily business operations. Integrity management 

helps to enhance corporate and brand image, for sustainable development of enterprises constitute a 

broader platform. Honesty is the basis for the development of enterprises, enterprises as the mainstay 

of the market economy, in a standardized market economy to achieve a healthy, orderly and efficient 

operation of the market economy, must establish the integrity of the mechanism of the market 

economy, to form an effective incentive to maintain the integrity and restraint mechanism. Good 

business partnership is based on mutual trust. Qianjiang Spring teamwork is reflected in cooperation 

with our customers and internal collaboration, integrity and service embodied in all the specific 

behavior. Qianjiang Spring in good faith to build its own brand, to establish brand integrity, while 
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continuing to maintain its core values, enterprises can sustainable development. 

From Qianjiang Spring case, it also found that the factors affecting the sustainable development of 

enterprise are innovation, technology, culture, core competencies, learning and social responsibility. 

Technical innovation is an important factor. Technical innovation is to maintain and gain a competitive 

advantage in the fierce competition. Qianjiang Spring in the development process, the technology 

design, transfer, transformation and new product innovation are closely related to the market. These 

factors are important factors to develop products, improve the technical level and to reduce product 

costs. Technical innovation ability of enterprises reflects the company-level and industry-level of 

competition. When a company’s technical innovation capability is low, it means it has no ability to 

compete in the market. Technical innovation helps to improve the competitiveness of enterprises and 

maintain sustainable development have very important meaning. 

Business core value is the foundation of corporate culture and also the basic belief of business success. 

In the pursuit of business process and pursue of core values, professional conduct of employees has a 

strong influencing role. Qianjiang Spring’s core values of harmony, win-win and integrity, have a 

positive implications on employees and other stakeholders. This is developed based on Qianjiang 

Spring founder’s core values and corporate development strategy, with ongoing integration and 

upgrade into. It also helps the achievements of the core concept of corporate sustainability. Qianjiang 

Spring’s core competencies are ongoing technical updates and stable quality improvement, the 

company is continuing the development of sustainable competitive advantage. Qianjiang Spring core 

competencies allow the company to stand out from the competition, to obtain a continuous sales and 

profit growth, the challenges of globalization in the supply chain network, yet still able to maintain 

strong business growth. 

As mentioned above, Qianjiang Spring is a learning-oriented enterprises, has set up a self-check, 

analysis and correction mechanisms. Qianjiang Spring's first learning culture emphasizes on employee 

learning and self-correction capabilities, to ensure that enterprises and employees will always been a 

leader in the industry, continuous learning in order to continuously discover and solve problems. 

Learning is the foundation for product innovation. Knowledgeable staff greatly enhances the ability to 

perform effectively, enhance the competitiveness of enterprises, and enhance the sustainable 

development of internal cohesion and businesses. Interviews found that the stability of the social 

environment is the basis for sustainable development, corporate social acceptance further promoting 

the sustainable development of enterprises. Thus, Qianjiang Spring’s social performance in continue to 

eliminate their development (production) impacts on the external environment as much as possible. 

These include investment in energy-saving environmental protection equipment. Efforts to improve 
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their social environment, to assume greater social responsibility, enthusiastic participation in social 

welfare are important to sustainable development and branding. In the process of fulfilling social 

responsibility, it must abide by laws, administrative regulations, observe social ethics, business ethics, 

honesty and trustworthiness, and accept public supervision of government and society. 

Finally, Qianjiang Spring case shows that brand competitiveness is moderating brand and corporate 

sustainability. A good brand does not necessarily guarantee the sustainable development of enterprises. 

It also requires a competitive brand to create value for the enterprise. Therefore, only a competitive 

brand can provide the impetus for the sustainable development of enterprises. Qianjiang Spring as a 

small manufacturing enterprises, a measure of brand competitiveness index has three, namely, market 

share, industry influence and market prices led force. In terms of market share, the automotive 

industry every year has a macro survey, companies will be based on this report, to account for the 

product in the industry’s market share; at the same time, for the companies within the industry, the 

brand competitiveness is mainly looking at corporate influence power in the industry and the the 

dominant power to market price. The brand competitiveness is mainly reflected in the high-end 

products, whether there is a market? Whether there is the right to speak? 

Overall, the brand, brand competitiveness and sustainable development of enterprises have a close 

relationship. Factors are multifaceted. Therefore, this study uses multiple case models. Through the 

study of small and medium manufacturing enterprises and collecting different empirical research 

findings, it helps carding a clear definition of the concepts and relationships. 

5.2 Case 2 Qingdao TGOOD Electric Co., Ltd. (TGOOD) 

Considering EDBA classmate YU De-xiang is the chairman of TGOOD in this case 2.In order to 

ensure the quality of interview, the author specially invited EDBA classmates, Jack WOO and Wang 

Kui to perform interviews and help organize records and interviews contents. The following is the 

result interviews and organized content of the author and Jack WOO, after discussion. To guarantee 

interviewees feel free to make their voices heard, YU De-xiang (founder and principal of the enterprise 

in this case) did not involve in any interview of this case. The interview with YU De-xiang was 

conducted separately.  

TGOOD’s observations and interviews were conducted on January 9, 2015. Before the interview, the 

author, Jack WOO and Wang Kui discuss and develop the interviews outline/guideline together and 

agree the data collection content and protocol. At the same time, the author also informed the 

interviewees in advance that this is an academic research project which does not involve assessment 

and corporate secrets via YU De-xiang, so as to encourage they express their views freely. YU 

De-xiang does not participate in the interview process, let the interview to conduct in the natural 
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conditions without stress and worry to express ideas and opinions. Interviewees are basically managers 

and executives whom have more than six years of working experience.  

Table 9: Summary of Case 2 interviewee 

Name Education 
Years of 

working 

Years in the 

case firm 
Department & position 

YU De-xiang 

Master degree in 

Electrification and 

Automation 

17 10 Chairman, President Office 

QU Ming-dong 

Master degree in 

Computer and 

Application 

16 10 CEO, President Office 

DU Bo 

Bachelor in 

Economic 

Management 

13 10 Vice President, President Office 

CHANG Mei-hua 

Associate in 

Electronic 

Engineering 

14 10 Vice President, President Office 

LI Hui 
Associate in 

Mechanism 
22 9 Vice President, President Office 

ZHOU Jun 
Bachelor in 

Automation 
9 9 Director, Domestic Customer Department 

LIU Hai-xing 
Master in Business 

Administration 
6 3 

Deputy Director, Quality Management 

Department 

WU Dong-mei 
Bachelor in Business 

English 
9 0.5 Director, President Office 

SUN You-bin 
Master in Industrial 

Engineering 
11 3 Director, HR Department 

CHEN Yan-na 

Technical Secondary 

Education in 

Electrical & 

Mechanical 

Engineering 

5 5 Shift Leader in Business Department 

ZHAO Qing 

Bachelor in 

Mechanism and 

Automation 

2 2 Director, Research Institute 

DU Xin-cun 
Bachelor in 

Journalism 
6 3 HR Enterprise Propagandist 

Source: Author’s analysis 
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5.2.1 Market analysis of domestic power distribution equipment and auto charging 

5.2.1.1 Market analysis of domestic automobile charging  

Products of kit electrical equipment manufacturing industry now are applied in multiple areas of 

electricity through the whole process of power generation-transmission and distribution-utilization, 

with wide application range and large market space.  

Special Market Research and Development Prospect of the Research Report of Cable for Chinese 

Electrical Equipment in 2014-2019 promulgated by the China industry information network 

(http://www.chyxx.com) pointed out that, the Guideline on the Key Areas with Current Priority to 

Development in High Technology Industrialization (2011) jointly issued by the five ministries such as 

the National Development and Reform Commission has included the new technology of power grid 

and electric safety operation in a complex environment region, large transformer, DC converter 

transformer, switchgear and reactor, reactive load compensation equipment, flexible transmission 

system and equipment, intelligent power distribution substation, intelligent electrical equipment, 

intelligent power distribution and utilization technology in the key areas with current priority to 

development; Industrial Structure Adjustment Guidance Catalogue (2011) has included power grid 

renovation and construction, high pressure vacuum components and switch equipment, intelligent 

medium voltage switch elements and kit equipment, insulated switchgear with environment-friendly 

medium pressure gas, intelligent (communication-capable) low-voltage electrical appliances, 

amorphous alloy, reel iron core and other energy saving distribution transformers in the encouraged 

category. 

Kit electrical equipment market, especially intelligent product market, will keep growing. 

Specific market situations are as follows: 

1. Sharp increase of power investment during the "twelfth five-year" brings a huge market 

opportunity for kit electrical equipment industry 

With the continuous progress of China’s industrialization and urbanization, the electric power industry 

demand will keep growing. According to the data disclosed by the China Electricity Council in the 

"Twelfth Five-Year" Planning Research Report of the Electric Power Industry and the Twelfth 

Five-Year Planning Rolling Study Report Review of the Electric Power Industry, during the "Twelfth 

five-year" period, the national electric power industry investment will reach 6.1 trillion Yuan, 

increasing 88.30% than that during the “Eleventh five-year” period. 
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The growth of the electric power industry investment has linkage effects on kit electrical equipment 

industry and will bring market opportunities to the development of the China electrical equipment 

industry. 

2. The construction of smart power grids will promote the rapid development of the intelligent kit 

electrical equipment 

On May 21, 2009, the State Grid Corporation of China published the development plan of the smart 

power grid to the public for the first time, and preliminarily revealed the construction schedule. 

According to the plan, the development of smart power grid in China will be gradual in three phases, 

and a unified strong smart power grid can be built completely by 2020. In December 2010, China 

Electricity Council (CEC) published the "twelfth five-year" planning research report of the electric 

power industry, in which the construction of smart power grid is further defined as the part of the key 

planning and construction projects during the "twelfth five-year" period. China's smart power grid 

includes six links of the power system, namely, power generation, power transmission, power 

transformation, power distribution, power utilization and power dispatching, with smart technical 

characteristics including informatization, digitization, automation and interaction. Kit electrical 

equipment as the basis of power distribution network, its intelligent development is the foundation of 

substation integrated automation and distribution network automation, and is one of the most 

important aspects of the realization of smart power grid. With the construction of the smart power grid, 

the intellectualized upgrade of related kit electrical equipment will be highly demanded. 

3. The development of petrochemical industry will lead to the development of kit electrical 

equipment market 

Petrochemical industry is depending on electrical products to a very high degree, mechanization, 

electrification, automation and informationization are all inseparable from the electric products. The 

main production process of petrochemical enterprises involves in multiple equipment, long chain and 

coordinated operation. Since the failure in any link occurs in the cycle of run after the equipment is 

started may cause shutdown for overhaul, and then cause enormous losses, strict requirements are put 

forward on the quality of electrical equipment. Therefore, petrochemical enterprises devote high 

investment in electrical equipment, to ensure safe, reliable and stable operation of their electric power 

system. 

China petrochemical industry maintains a rapid growth in recent years, with an unceasing expansion 

of the industry scale. According to the "Twelfth Five-Year Development Guide of the Petroleum and 

Chemical Industry", the economic aggregate of the petrochemical industry during the "twelfth 

five-year" period will maintain stable growth, and the average annual growth of the industry gross 
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output will remain above 10%, and will reach 16 trillion yuan by 2015. The development of the 

petrochemical industry will lead to the development of the kit electrical equipment market. 

4. Intelligent products replace traditional ones, with bright market prospects 

At present, China’s kit electric equipment in operation a lot has been used for years, equipment aging 

is serious, and original equipment components, auxiliary parts quality and insulation performance 

were less than intelligent ones. It is urgent to replace traditional kit electrical equipment. 

At the same time, influenced by national policies, the structure of the kit electrical equipment in the 

future will be further adjusted, and products with backward technology, large volume, high energy 

consumption and environmental pollution will gradually be taken off the market, since aging and poor 

technique performance of electric power equipment lead to high electrical energy loss rate and a large 

amount of energy wasted. 

In 2009, the National Ministry of Industry and Information issued the Directory of Energy-Intensive 

Backward Electromechanical Equipment (Products) to be Eliminated (First Batch), which explicitly 

eliminates power distribution equipment with high no-load and load loss and low operational 

reliability and other products, and formulated the guidance on energy saving and emission reduction of 

relevant industries, for example, the Guidance of the Ministry of Industry and Information on Energy 

Conservation and Emission Reduction of Iron and Steel Industry stressed: "Before 2011, more than 3 

million tons of iron and steel enterprises will be supported especially to newly build or transform the 

energy management center, and iron and steel enterprises will be supported in promotion and 

utilization of digital measuring instrument, active application of electronic information technology, 

dynamic monitoring, control and optimal management of energy transmission and distribution and 

consumption, so as to continue to strengthen energy balance, dispatching, analysis and forecast, and 

to realize systematic energy saving". 

With the improvement of electricity quality requirements, traditional secondary control protection 

components with electromagnetic mechanical structure have been unable to adapt to the needs of the 

development of modern power utilization, and the introduction of computer technology as the core of 

detection, measurement and protection, and the utilization of intelligent kit equipment combined with 

relevant intelligent elements will become the development trend of the industry. Therefore, as our 

country is to phase out electrical products with poor quality and high energy consumption in the 

energy intensive industry, and vigorously promote energy saving, high efficient and digital products, 

kit electrical equipment will face a broad market.  



   

124 

5. The import substitution effect of domestic products has powerful supplementary benefit to 

industry development 

At present, the market share of domestic manufacturers in the primary and secondary electrical load 

market of the kit electrical equipment market is low. Through many years of technical reserve and 

industrialization practice, some domestic hi-tech enterprises relying on their strong R&D capacity and 

relative price advantage compared to foreign brands, will replace the brands of imported products in 

the primary and secondary electrical load market gradually, improving their market share. 

6. Broad international market development space 

With China's rapid economic development, many domestic large-scale industrial enterprises go abroad, 

with rapid growth of foreign investment, bringing a broad international market development space to 

kit electrical equipment manufacturers. 

China's foreign investment develops rapidly, with unceasing improvement of quality and efficiency. 

By the end of 2010, the total turnover of China's foreign contracted projects reached $435.6 billion, 

with an accumulated population of labor service personnel of 5.435 million. The export of kit 

electrical equipment is divided into direct and indirect export (included in the supporting facilities of 

overseas general contract projects of other enterprises). The rapid growth of the foreign investment 

scale brings a broad international market development space to the development of kit electrical 

equipment. 

Information Source: www.cnii.com 

5.2.1.2 Market analysis of domestic auto charging  

With the scale of the new energy automobile increasing, public charging market becomes a hotly 

contested spot. The imperfect charging infrastructure seriously restricts the development of new 

energy automobile. In order to promote the development of the industry, the National Energy 

Administration has clearly put forward in the Construction and Planning of Electromobile Charging 

Infrastructure and Guidance for the Construction of Charging Infrastructure drafts it prepared that, by 

2020 the number of domestic electrical charging and changing stations shall reach 12,000, and the 

number of charging posts shall reach 4.5 million. 

According to statistics, in 2014, 78499 new energy automobiles were produced, and 74763 ones were 

sold, with a year-on-year increase of 3.5 times and 3.2 times respectively. At present, with the 

explosive growth of new energy automobiles, more and more brands and models of new energy 

automobiles appear on the market for sale, while the existing charging infrastructure scale are unable 
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to meet the future demand for the development of electric automobiles. With the scale of the new 

energy automobile increasing, the automobile after-sale services market taking the construction of 

charging posts as the priority, set off a boom.  

Where is the road of charging operation service to achieve profit? 

According to statistics, by the end of 2014, the State Grid Corporation of China (SGCC) has built 618 

power charging and changing stations and 24,000 charging posts accumulatively, and 218 stations and 

5,000 charging posts are newly built in 2014. However, according to the twelfth-five year planning of 

SGCC, 3,700 stations and 340,000 charging posts shall have been built. The main reason of slow 

charging infrastructure construction is that it is difficult to achieve profit. According to reports, those 

have been built by SGCC are almost losing money, for example, the seven charging stations that have 

been built and put into operation in Shenzhen by China Southern Power Grid lose 13 million Yuan a 

year. 

Urgent need of development of charging posts market  

It is reported that, since early 2014, the State Grid Corporation of China has gradually withdrawn from 

the construction of power charging stations, to fully promote the construction of traffic trunk, namely, 

inter-city interconnected charging network, as a result, a large number of social capital are prepared 

ready to make an action because of market gate opened, and thus 2015 will be a year with a lot of 

social capital inflow into the charging posts market. For more industry analysis information about 

charging posts, please refer to the Report of the Present Market Situation and the Investment Strategy 

Analysis on China’s Power Charging Post Market in 2014-2019 issued on the website of China 

Reports Hall.  

Compared to the industry status of American domestic power charging post, China's public power 

charging post market clearly has a wide prospect. The latest figures show that there are about 12, 0000 

new energy automobiles in China, with only about 30,000 charging posts built accumulatively. Based 

on the standard that the proportion of the charging port and the new energy automobiles is not less 

than 1:1, the size of the power charging posts is serious demand over supply. Due to preferential 

policies for new energy, subsidies for power charging post construction are increasing. 

Some experts predict that the market size of China's electromobile charging infrastructure will be 

about 20 billion yuan in 2015, and it will exceed 100 billion yuan by 2020. With the investment to the 

charging infrastructure construction increasing around China, a huge charging infrastructure operating 

market is forming. 
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Recently, Tong Guangyi, deputy director of the Department of Electric Power of the National Energy 

Administration, said that the planning of electromobile charging infrastructure has had mature 

conditions to be published officially, and is now going ahead with procedures. 

120,000 is the inventory of China's new energy automobiles by the end of last year, while during 

January-May this year, the sales of new energy automobiles has already broken through 50,000. 

According to the Energy Saving and New Energy Automobile Industry Development Planning 

(2012-2020) promulgated by the State Council, the accumulative production volume and sales of 

battery electric vehicles and plug-in hybrid cars will reach 500,000 by 2015, and will reach 5 million 

by 2020. 

Although compared with the overall inventory of motor vehicles, the number of new energy 

automobiles is still very small, its growth has emerged as a trend to be reckoned with. With the scale 

of the new energy automobile increasing, the automobile after-sale services market taking the 

construction of charging posts as the priority, set off a boom. Especially since the beginning of 2014, 

the State Grid Corporation of China has gradually withdrawn from the construction of power charging 

stations, and national policies tend to encourage market power to solve the difficulties in laying power 

charging network. A large number of social capital are prepared ready to make an action because of 

market gate opened, and thus 2015 is regarded as a year with a lot of social capital inflow into the 

charging posts market. 

Enough business opportunities and many pain points bring difficulties to post owners 

At present, the domestic power charging network of electromobile mainly consists of three parts: the 

first is the public power charging stations built by Tesla and other auto companies or by the State Grid 

Corporation of China, or Potevio and other energy companies mainly to solve the charging problems 

in the network of trunk roads; the second is the destination charging, usually in hotels, restaurants, 

office buildings, shopping malls, communities and schools which provide parking spaces and has 

installed with charging stations; the third is domestic charging, generally installed by the electrombile 

owners. 

However, the former two are facing a huge problem: loss. Public power charging stations are 

supported by car companies or governments, while post owners for destination charging have low 

enthusiasm, because the price of parking is already high, the power charging only can be charged at 

low price, with little in return, for many hotels and malls the posts installed are just image projects, 

just showing their attitude towards energy conservation and environmental protection. A destination 

charging point consists of three parts: parking space, power charging infrastructure and operation 

management service of power charging post. The charging infrastructure although is not expensive, 
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the price of parking space is expensive and scarce, and the operation maintenance is also a problem... 

These are pain points of post owners. 

New business opportunities of RMB 100 billion Yuan  

According to latest market research and analysis data on power charging post industry, only 30000 

charging posts have been built in our country, which is far behind the demand as the proportion of the 

number of charging ports and the number of new energy automobiles is not lower than 1:1. With 

policies tilting to new energy and subsidies for charging post construction increasing, some experts 

predict that the scale of power charging market is capable of up to RMB 100 billion Yuan by 2020. 

According to the Department of Electric Power of the National Energy Administration, Guidelines for 

Development of the Electric Vehicle Charging Infrastructure with the matching Guidance for the 

Electric Vehicle Charging Infrastructure will be issued soon and will define the main body of the 

construction of charging posts and the access standards, mainly in order to accelerate the social capital 

into the charging post industry. 

During the rapid development of new energy automobiles sales, charging post foundation also 

welcomed its investment boom. Recently, BMW and Letv successively published their charging 

strategies and will start their charging infrastructure construction in China. It is reported that BMW by 

the end of next year will build up more than 1000 ChargeNow posts. Letv has bought shares of 

enterprises of charging posts with tens of millions of investment, planning to get into the market ahead 

of time. Through analysis, compared with stimulation policies in new energy automobile, the 

encouragement strength in charging post is relatively low, which causes China with the inventory of 

about 120,000 new energy automobiles and only 30,000 charging posts. The existing scale of charging 

posts is far behind the use requirements, and in the next five years, its industrial scale can reach RMB 

100 billion Yuan. 

Industry scale will be increased significantly 

According to statistics, in August 2015, the production volume and the sales of China's new energy 

automobile were respectively 21,303 and 18,054, with a year-on-year growth of 2.9 times and 3.5 

times respectively. Among which, the production volume and the sales of battery electric vehicle were 

respectively 13,121 and 12,085, with a year-on-year growth of 3.8 times and 6.1 times respectively; 

the production volume and the sales of plug-in hybrid electric cars were respectively 8,182 and 5,969, 

with a year-on-year growth of 2 times and 1.6 times respectively. 

Research shows that, the inventory of China’s new energy automobiles is about 120,000, with only 

30,000 charging posts. The existing scale of charging posts is far behind the use requirements. Some 
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organizations forecast that the industry scale of charging posts will reach RMB 33.078 billion Yuan by 

2016 and reach RMB 100 billion Yuan by 2020. According to analysis, the rapid growth of new energy 

automobiles lets auto enterprises see the future huge market demand, but relevant departments should 

strengthen encouragement policies to the construction of new energy automobile foundation, to speed 

up the development of the market. 

"For the development of electric automobiles, China’s tax subsidy is the strongest in the world, but 

mainly concentrates in the automobile. However, there is no direct subsidy to the infrastructure of new 

energy automobiles, while there is just appropriate reward according to the strength of the 

demonstration city in infrastructure investment." The insiders suggest that, China must have a clear 

central and even local financial subsidy policy and connectivity support to the infrastructure. 

Enterprises increase investment to charging posts 

According to information, BMW has launched the BMW innovation travel service strategy in China, 

and as the first project of this strategy, BMW ChargeNow then started, namely, providing BMW's new 

energy auto customers in China with the most intelligent, efficient and convenient public charging 

services. For more market investment and analysis information on charging posts, please refer to the 

Research Report of China’s Charging Post Industry Development Analysis and Investment Potential in 

2015-2020 on the website of China Reports Hall. 

Among them, BMW's new energy automobile users can find the nearest charging posts and get their 

real-time use state by BMW vehicle-mounted Interconnected driving system, BMWi remote control 

APP, or BMW ChargeNow APP, or logging in the real-time charging TM website easily and 

conveniently. ChargeNow card has functions of charging service automatic billing and deduction. 

ChargeNow card can recharge on the ChargeNow website quickly and easily. Charge service fees 

include electricity and charging service fees, with transparent billing. To encourage e-moving, all 

BMW's new energy automobile owners (including the existing owners) can obtain a ChargeNow card 

from BMW customer service center or dealer. 

According to the plan, by the end of 2015, BMW will take the lead to build up 500 ChargeNow posts 

in Beijing, Shanghai, Guangzhou and Shenzhen; by the end of 2016, the number will be doubled, or 

there will be more than 1000 ChargeNow posts, covering more cities. 

While traditional auto giant BMW is increasing investment in electric automobile foundation, Letv 

also has started its layout in charging post business. It is reported that Letv will buy shares of Beijing 

Dianzhuang Technology Co., Ltd. (hereinafter referred to as the Dianzhuang) with tens of millions of 

strategic investment, to jointly develop the charging post business. It is reported that Dianzhuang has 
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built up 5 operation centers in North China, Central China, East China, South China, Southwest China, 

and 600 destination charging stations in more than 30 cities including Beijing, Shanghai, Guangzhou 

and Shenzhen. Now more than 100 intelligent charging pilots of electric automobiles dedicated 

parking space are under construction at Beijing South Railway Station, and will become the biggest 

charging destination of new energy electric automobiles and time-sharing leasing industrial ecologic 

chain throughout Beijing after their completion.  

Information Source: China Reports Hall 

5.2.2 Company history and operation 

Qingdao TGOOD Electric Co (TGOOD), founded on March 16, 2004, is a Sino-German joint venture 

and national high-tech enterprise. In October 2009, it got listed successfully and became the first stock 

in the GEM (stock code: 300001). The company’s registered capital is RMB 400.8 million Yuan, with 

the total assets of RMB 2.876 billion Yuan and the market value of up to RMB 9.5 billion Yuan. 

TGOOD has 11 subsidiaries, an international advanced industrial park and a modern research institute 

as well as China's biggest box transformer substation research and development production base, and 

has fully realized industrialized, technologized, specialized and scale production and obtained the 

highest market share in China railway, coal and local electricity industries as a subdivision industry 

leading enterprise and a leader in domestic box-type electric power equipment manufacturing industry. 

TGOOD main business: design and manufacture of primary and secondary electricity transformation 

and distribution equipment lower than 220kV and related technical services, electric power equipment 

finance lease and related technical services; research and development, design, installation of 

automobile charging system and equipment, automobile charging services, electric automobile 

procurement, sales, leasing, maintenance services and other related business. The company develops 

and produces HGISs, GISs, transformers, circuit breakers and other related indoor-outdoor electric 

power equipment products by focusing on electricity transformation and distribution equipment on the 

basis of switchgear products; it has now formed a more complete product line of electricity 

transformation and distribution equipment, to provide auxiliary products for key energy industries; and 

it also provides system overall solutions for electricity transformation and distribution customers with 

the comprehensive advantages of its technical talents, offering customers with the turn-key project. 

TGOOD paved the way for China’s electric power equipment leasing business model, and realized the 

transformation from electric power equipment manufacturing industry to service industry with its 

powerful system integration capacity by facing big works, big construction sites and big projects and 

providing whole series of outdoor box-type high and low voltage products. TGOOD will take 

customer-focused and providing fine products and quality service as one of the enterprise values for 
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achieving the enterprise’s development vision of driving China’s electric power equipment 

manufacturing industry to the international level and creating the enterprise into the world's largest 

box transformer substation base with the most powerful research and development capacity. 

TGOOD has a high cohesion, high battle effectiveness, high quality and high performance technical 

management team, and its pioneering enterprise team construction management experience has been 

included into the teaching cases system by Harvard University and Tsinghua University for global 

distribution. In October 2013, TGOOD held the ground breaking ceremony to build up the West Coast 

Industrial Park in Jiaozhou Economic and Technological Development Zone, and will invest RMB 200 

million Yuan to incorporate a wholly owned subsidiary in the Zone. 

Based on the technological innovation and development strategy of one step ahead, always ahead, the 

company has set up the proprietary intellectual property rights system with TGOOD characteristics, 

had more than 150 patents and professional techniques; had a large number of professional and 

technical personnel, specialists and scholars with higher popularity in the field of domestic and 

international electricity transformation and distribution, set up a technology research and development 

team with more than 200 people, and also participated and made China's industry electric power 

product technology standards at the same time.  

In 2014, TGOOD successfully developed the first international leading intelligent group charging 

system of electric automobile, which was another world first and international leading technological 

achievement after 110kV distribution-type city center intelligent substation in this year. TGOOD plans 

to invest RMB 600 million Yuan (including RMB 300 million Yuan as the registered capital) to 

establish Qingdao TGOOD Automobile Charging Co., Ltd., to engage in the research and development 

of automobile charging system and charging operation and other related services, as well as the 

automobile group charging system and intelligent charging terminal construction, automobile charging 

services, electric automobile leasing services, electric automobile sales and services, etc. 

At present, the company has an international advanced industrial park and a modern research institute 

as well as China's biggest box transformer substation research and development production base, and 

has fully realized industrialized, technologized, specialized and scale production and obtained the 

highest market share in China railway, coal and local electricity industries as a subdivision industry 

leading enterprise and a leader in domestic box-type electric power equipment manufacturing industry. 

The company was awarded Famous Trademark of China, Famous-brand Products of Shandong Model, 

Integrity Employers and other hundreds of honorary titles. 

Since its establishment, the company has provided many national key projects with fine products and 

quality service: provide railway electric motion box transformer substation for national strategy 
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projects including Qinghai-Tibet Railway and Lhasa-Shigatse Railway, high-speed railway and 

high-speed passenger railway lines including Beijing-Shanghai High-Speed Railway, 

Beijing-Guangzhou High-Speed Railway, Beijing-Kowloon High-Speed Railway, Beijing-Tianjin 

Passenger Railway Line and Jiaozhou-Jinan Railway; provide the whole set of electricity 

transformation and distribution products for Shandong Haiyang Nuclear Power Plant, Yitai Solar, Anxi 

Wind Power and other new energy projects; provide intelligent box-type substations and movable-type 

intelligent box-type substations for multiple major ten-million-ton coal mines invested and constructed 

by the country including CLP Group, Shenhua Group, China Coal Group, China Huaneng Group and 

China Datang Group; provide indoor and outdoor electricity transformation and distribution 

equipment for the intelligentized construction of the State Grid and the upgrading of rural power grid; 

provide intelligent electricity transformation and distribution products for Kazakhstan–China oil 

pipeline, West-East natural gas transmission and other national oil and gas projects; provide stable 

energy support products for Qingdao Bay Bridge, Qingdao Subsea Tunnel, Qingdao Metro and other 

national major traffic projects; provide high-end electricity transformation and distribution products 

for China-Burma, China-Kyrgyzstan and other international strategic cooperation projects; provide 

exquisite auxiliary products for Qingdao World Horticultural Exposition. 

TGOOD will take customer-focused and providing fine products and quality service as one of the 

enterprise values for achieving the enterprise’s development goals of becoming the leader of domestic 

electric power equipment manufacturing industry, driving China’s electric power equipment 

manufacturing industry to the international level and creating the enterprise into a world-level 

enterprise with the sales revenue of RMB 10 billion Yuan. Under the guidance of the core value of 

providing customers with fine products and quality service and the enterprise spirit of innovation, trust, 

execution, learning and responsibility, TGOOD adheres to the work style of proactive, quick response, 

rigorous and precise and keep improving, keeps innovating and developing for achieving the final 

development goal of driving China’s electric power equipment manufacturing industry to the 

international level, devotes to providing reliable and safe power systems for China’s electric power 

system, railway system, coal system and oil system, and improve TGOOD brand.  

5.2.3 Company development path 

Become the first stock due to innovation and reform 

On May 1, 2009, China Growth Enterprise Market (GEM) was launched through ten years of 

preparation. In September of that year, TGOOD which was established for only five and a half years 

and was little known previously landed GEM as domestic first listed enterprise, supervising the entire 

capital market. From the view of the company’s chairman, YU De-xiang, becoming the first stock in 
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GEM was both accidental and inevitable. It was accidental to be the first, while listing in GEM is also 

the only way for the development of the company and the result of insisting the innovation 

development idea of one step ahead, always ahead since its establishment and the steady development 

and growth of the company. 

TGOOD seized market opportunities and rapidly grew into the leading enterprise of domestic 

box-type transformer substation industry. As a development and production enterprise of box-type 

substation, its early rapid growth relied on the great development of railway transportation in China. 

At the beginning of its establishment in 2004, TGOOD grasped the historical opportunity of the sixth 

raising railway speed by creating the first prototype of railway power remote box-type transformer 

substation with just a month and winning the bidding of power supply box-type transformer substation 

of Jinan Railway Bureau with its fine products and quality services in 2005. In 2007, the company 

seized the chance of high-speed railway development through developing China's first high-speed 

railway intelligent remote box-type transformer substation for China’s first 350 km/h Beijing-Tianjin 

intercity passenger dedicated line which was built for welcoming Beijing Olympic Games and thus 

entering the high-speed railway market. TGOOD reached its historic highest market share in the 

high-speed railway field in 2009, nearly 70%, and thus becomes the largest domestic box-type 

substation enterprise. 

In September 2009, the company landed on the GEM successfully and raised 800 million Yuan, 

creating conditions for the new development for the company. After that, the company was not stuck 

in the past, but actively sought breakthrough by aiming at new market and industry changes. Outside 

the railway market, the company also actively expanded coal, electricity, oil and other market to make 

the market diversified, and has obtained the highest market share of box-type transformer substation 

products in China railway, coal and local electricity industries. With professional and technical 

background of its entrepreneurial team and advanced box-type transformer substation technology 

introduced from foreign countries, the company developed from an unknown company with more than 

20 employees and assets of RMB 8 million Yuan as its establishment to a hi-tech listed company with 

the net worth of more than RMB 1.1 billion Yuan and the annual sales of more than RMB 1 billion 

Yuan by 2012.   

Second venture for sustainable development 

Keeping is harder than winning. The top management team led by YU De-xiang found that TGOOD 

met problems in management, market and so on in the rapid expansion of scale, especially after listing, 

and these problems because of the change of the industry appear increasingly. Especially due to 

high-speed rail construction slowdown in 2011, the company's performance once had a setback. 
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Facing a series of changes in the industry and the enterprise, the top management team put forward the 

new seven-year plan of the second venture on the basis of careful summary of the gain and loss in 7 

years of high speed development. YU De-xiang said, " company can focus on the performance in the 

short term after listing, but in the medium term should innovate from the business model, further 

consolidate the team, and achieve long-term and sustainable development." The company called the 

first seven years after the establishment as the first venture, and planned to use the seven years since 

2011 to start the company's second venture. 

According to the second venture strategic planning, since 2011, the company has to finish the 

transformation from workshop to factory and from guerrilla to regular army in two years, strengthen 

the basic management, and make full preparations for its secondary soar; in 2013-2014, the company 

has to make a good use of capital leverage for rapid expansion, innovative business model, 

collectivization development and TGOOD brand promotion; in 2015-2016, it has to become the leader 

of the industry through innovation and set up the world's largest outdoor power equipment base with 

the most powerful research and development capacity; in 2017, it has to achieve overall development, 

cast TGOOD well-known brand, become the leader of China’s power equipment industry and achieve 

the dream of driving China’s electric power equipment manufacturing industry to the international 

level.  

The company’s second venture will make it become the industry leader through technological 

innovation. To consolidate its status in each major market and the whole industry chain, its products 

will gradually develop to switchgear, HGIS, permanent magnet circuit breaker and power automation 

on the basis of outdoor box-type substation, and also the production area of important components. In 

2011, the company acquired the Guangxi CLP New Energy Electric Co., Ltd. and signed a strategic 

cooperation framework agreement with Siemens, to expand the core device business, improve the 

overall level of manufacturing process. YU De-xiang said in a conversation with the author, “it can be 

said that, without the development of high-speed railway, there will be no TGOOD today, that’s why 

many investors thought TGOOD in the high-speed railway block after listing. Without high-speed 

railway, there will be no TGOOD, it is high-speed railway that brings many development 

opportunities for us, including listing, corporate profits and the future growth. We may meet the most 

serious problem this year, due to the adjustment in high-speed railway policies and slowdown in 

construction.” 

The key of the second venture is business model innovation, namely the profit pattern of design 

suitable to the target customer and forming industrialization of competitive advantage. In 2013, the 

company founded the power equipment leasing business division to provide a full set of electricity 
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distribution products including mobile intelligent substation according to temporary construction 

power needs of the industrial park and infrastructure projects, paving the path to power equipment 

leasing market. According to the preliminary planning, the company will set up the distributed 

collectivized business model and power equipment leasing business model of group operations in 

2017, incorporate several joint ventures or wholly owned subsidiaries in domestic conditioned areas 

and form strong root and powerful leading superiority in the power equipment industry.  

The company’s second venture shows market innovation effect preliminarily. Since 2013, the 

company won a RMB 112 million Yuan power system project and RMB 60 million Yuan 

Lhasa-Shigatse Railway project, and completed the capital increase to Leshan Elect, achieved rapid 

expansion of the scale through denotative development and the sales increase of 43.49% in the first 

quarter. With the recovery of railway investment, the company’s order in railway market gradually 

increased and won RMB hundreds of millions Yuan projects including Lanzhou-Xinjiang Railway and 

Great Western Railway (Qian Qiuchen and Dong Wenjie, 2013). In multiple communications, YU 

De-xiang (founder of the company) told the author, “in fact, the development of TGOOD is relatively 

smooth, I think TGOOD’s rapid development is because of good luck. We entered the right market at 

the right time, and in the right market development process, entered into the capital market, so we 

seized good opportunities in the product market and capital market. We always stepped to the correct 

direction. So I said the development of TGOOD in all aspects started from good luck. There is always 

relevant policies issued when there is an opportunity, and we just caught up with it.” 

The third venture is electric automobile charging group system solution. In traditional car sales, after 

the sales staff of 4S shop handed the car key to the customer, the car manufacturer almost has no 

information of the car, for example, where it is running, what about the running state is, and how much 

mileage the car runs. Such data can only be obtained by interview survey and so on, unless it is broken 

and needs maintenance. However, electric automobiles are different. They have to be recharged 

regularly, and recharging will access networks. When consumers want to charge, how to pay and other 

needs can be directly fulfilled through the network. The interaction of customer's demand, auto 

information and other data is very convenient, and acquisition of such data for the whole automobile 

industry chain is very important. When charging, the charging network platform will complete the 

electronic payment of the charging fee, which will form another large payment platform, and all kinds 

of electric commerce will appear around automobile in the platform, and finally an Internet financial 

ecosystem will be given birth to.  

It was the realization of the unlimited business opportunities of the electric automobile charging 

infrastructure market, TGOOD launched the electric automobile charging system solution, and quickly 
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occupied the market in Qingdao, Beijing, Tianjin and other places by the model of building posts for 

free. Such business model after feasibility verification was rapidly popularized in major cities across 

the country. TGOOD has negotiated the plan of promotion in 15 cities in 2014, and plans to complete 

the layout in 40 major cities in 2015. TGOOD hopes to occupy about half of the urban charging post 

market in China, and such a huge charging network will bring it a great imaginary space of 

development.  

5.2.4 Enterprise brand construction and development path 

According to the company's CEO, TGOOD's brand construction on the one hand is based on the 

enhancement of technical capacities of the company and improvement of quality and service, and on 

the other hand is based on its listing on the GEM in October 2009, which maintains the company’s 

brand benefit. Of course, the company has also made publicity, such as advertising in monthly 

magazine China Power for two consecutive years. In 2013, TGOOD entered the international market, 

and registered the trademark TGOOD. Although TGOOD on the share structure is a Sino-foreign joint 

venture, but in fact it is localized domestic enterprise since Germany mainly involves capital 

investment and the development of foreign markets, without engaging in substantive business, and the 

joint venture does not cause differences in brand recognition of the both parties.  

The company’s brand focuses on connotative corporate culture. In 2004, TGOOD has established its 

corporate culture, mainly focusing on the corporate value of top-down high-level leadership; while 

through internal investigations in 2013, it established the friendship culture based on the corporate 

value of down-top grass-roots employees. In 2006, TGOOD undertook the business of Qinghai-Tibet 

Railway, at that time it had only more than 100 employees, but under the unremitting efforts of all 

employees, it still completed the order. Nearly a decade of rapid development of the enterprise cannot 

be separated from the hard work of all employees. Director of the Propaganda Department of the 

company said that, enterprise culture and brand in TGOOD are closely related, as only one colleague 

left the company due to retirement by now, 22 of 23 people in the initial venture stage are still working 

in TGOOD now; as another example, the marketing team trained internally in TGOOD is stable, 

without any person left internal, and further promotes the company’s sustainable development. He thus 

expressed, "enterprise brand is not an object, and the formation of the brand involves in corporate 

culture, business philosophy, staff image and corporate values and services, etc.” 

Comprehensive performance evaluation is a means of maintaining brand quality and also a good tool 

to assist healthy development and problem diagnosis of an enterprise. TGOOD's current performance 

evaluation system includes KPI monthly achieved through assessment on each department, monthly 

analysis of each department on unfinished indicators, proposal of corresponding solutions and 
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implementation in the next month; and also include 360-degree evaluation made by the company's 

high-level, middle-level and basic-level management on individuals. The company’s Vice President 

said: “TGOOD has been founded for only 10 years, and it is in a development state, so the 

performance evaluation is less than perfect. TGOOD has developed a long-term strategy for 

sustainable development goals in the next 5 years, and will hire more superior managers to help 

enterprise development. In the later period, the company will make more effective investment in brand 

construction based on the input-output ratio.” 

Listing helped the company establish a brand image and popularity. According to the company’s Vice 

President of Finance, TGOOD listed in October 2009 as the first stock on the GEM (stock code: 

300001). Listing on the GEM, building of corporate culture, construction of corporate team and 

technological innovation all enhance the corporate image and brand popularity. Although TGOOD 

does well in terms of corporate culture, TGOOD's popularity is greater than its strength, so in brand 

construction and sustainable development, TGOOD also needs to improve its innovation, service and 

other abilities to maintain its corporate brand. 

HR Vice President of the company says: “brand is the result of enterprise development, and can 

promote the development of an enterprise. Quality products, highly qualified talented person team and 

technical innovation, quality control capacity and after sales service create TGOOD's brand image. 

Wenzhou train crash occurred in 2011 resulted in stagnation of most of TGOOD box-type substation 

projects and orders sharp drop. The event caused a great impact on TGOOD, and can also be 

regarded as a TGOOD brand crisis event. However, based on customers’ trust in TGOOD and the 

company’s adjustment in strategies in a timely manner, we tided over the crisis. According to Director 

of Research Department, media is a window and a way of propaganda; brand is the image and the 

soul of a company, and is also the objective evaluation and recognition of customers to a company.” 

Quality management is fundamental to brand. The company’s Vice President of Manufacturing says: 

“from a production standpoint, the maintenance of brand cannot be separated from quality; from the 

overall perspective of the company, brand is closely related to the value of corporate culture. In terms 

of quality, TGOOD has never occurred any major events affecting the brand. But in manufacturing 

industry, customers’ quality complaints are inevitable. When facing complaints, TGOOD adheres to 

customer oriented, after-sales personnel immediately track and deal with quality issues, quality and 

technical personnel then submit analytical reports to customers in a timely manner. Investment of an 

enterprise in brand construction and planning is necessary. Brand competitiveness lies in a company's 

quality as well as propaganda, employees should have deeper knowledge and understanding of brand 

construction strategies to maintain the brand. Brand can bring to an enterprise markets, and markets 
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can better promote the sustainable development of an enterprises. They supplement and promote each 

other.” 

TGOOD pays more attention to quality and service, since quality and service have a direct impact on 

the company's brand and sustainable development. For example, Director of Production Department 

said: “in an emergency tendering, they always mobilize personnel in their own department to take part, 

and at the same time also need to mobilize other departments to participate, to win the bidding 

perfectly and increase brand value with their own ability. In recent years, with the development of 

Internet thinking, the company increasingly shows TGOOD brand images to the public by making 

Internet animation videos, participating in various trade shows, advertising in newspapers and 

magazines, so as to let people who want to know TGOOD have a deeper understanding of TGOOD 

anywhere, anytime and through a variety of channels. Of course, with the development of the 

enterprise, it will also have more input in brand construction.” 

Director of Quality Department said: “TGOOD's quality control system includes: quality planning, 

quality control and quality improvement. The company also has established certain incentives based 

on rational suggestions of employees to improve the company. If uses U-shape structure to interpret 

the production, sales and technical research and development, Director Liu thinks TGOOD is the 

inverted U-shaped structure, since the company puts sales on the top, on the basis of production and 

technical research and development.” 

TGOOD’s products focus on railway and are not facing the consumer masses, so its brand construction 

can only rely on product quality and customer feedback. Director of Information Center said, 

"TGOOD is a big fish in a small pond at home, but for international markets, TGOOD is just a small 

fish in a big pond. TGOOD has a long way to go in the future, it is recommended that the future 

development of TGOOD should be based on the humanistic management for continuous improvement; 

and be able to shoulder more social responsibility." Social responsibility is a necessary function of 

brand construction.  

Sales of a manufacturing enterprise involve in many technical issues, and overcoming technical 

difficulties is a process of brand construction. Brand is essential for the development of an enterprise. 

In terms of brand publicity planning, TGOOD applied for China's well-known trademarks; in terms of 

technological innovation, TGOOD advocated one step ahead, always ahead, and stressed on 

technology innovation and leadership; TGOOD builds its brand based on fine products and quality 

services. For the Marketing Department, providing customers with fine products is a feature of 

TGOOD, and TGOOD is to provide customers with a system and an integrated program, rather than to 

sell products. For example, TGOOD has ever supplied a railway line, which had problems due to the 
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buyer’s reason. But as the supplier, TGOOD was ultimately responsible for the event, and TGOOD 

provided the customer with free product replacement, extension of shelf life and other services free of 

charge. Even its fine products go wrong, TGOOD always takes remedial measures and maintains its 

brand with quality services. 

Brand construction cannot be separated from technical innovation and quality management. TGOOD’s 

Research Institute consists of more than 50 employees from three first-class departments, namely 

Package Center, Product Research and Development Center, Experimental Center, and one 

second-level department, namely the Scientific Research Management Department. It is mainly 

responsible for declaring science and technology projects, patents, trademarks and intellectual 

property as well as amending company standards. Director of Research Department says: “TGOOD’s 

brand construction mainly involves in the following aspects: technological innovation, management 

innovation, talented person team building, sustainable development capacity planning, as well as the 

proportion of the market share. From TGOOD’s present organizational structure, the Technical 

Department is mainly responsible for the design and development of existing products, and the 

Research Institute is mainly responsible for the research and development of conceptual products. 

TGOOD's technical team maintains the brand through enhancing the service awareness; and TGOOD 

itself improves the brand with enterprise cohesion.” 

According to a shift leader: “the brand is maintained by the quality, only producing and selling quality 

products to customers, an enterprise can be recognized by customers and have a good brand. For 

example, quality events occur on the production line, only individual employees will be assessed, but 

also technology and quality departments will analyze and investigate such issues, and even provide 

training and education to them with active guidance, to ensure that no such events occur.“ The 

front-end production line of TGOOD Air Cabinet Business Division consists of 26 employees and is 

taken charge of by her. “Make our dream become a reality”, such a simple slogan of TGOOD, affects 

each employee of the production team. Their own ideals are tightly connected with the enterprise 

development to grow with the enterprise.  

5.2.5 Core concept of business continuity management 

YU De-xiang believed the company’s rapid development benefits from TGOOD’s culture root of 

unique values as the core and the enterprise spirits of innovation, trust, learning, execution and 

responsibility. His favorite word is "TGOOD makes our dream become a reality." YU De-xiang said, 

"Opening each company's website, 99% of such companies have their own culture. But little ones root 

their culture into enterprise development and transfer their culture to employee behavior 

consciousness. Such enterprises may not even exceed 10%. Values determine the enterprise value. 
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Customer comes first than enterprise, which is followed by the interests of shareholders and employees, 

and taking more social responsibility. This is our values and the core of corporate culture.” Corporate 

culture is the core concept of continuous operation of the company. 

Team cohesion: Taking awareness of people, stimulation and cultivation, formation of high quality 

team as the talent concept, TGOOD creates a high cohesion, high battle effectiveness, high quality and 

high performance team based on shared values.  

Characteristic culture: TGOOD establishes a complete and systematic cultural system, integrates 

corporate culture concept, shared value criterion and code of conduct, gathers enterprise inner strength 

under common guiding thought and management philosophy, and converges it to a common direction 

for development. 

Innovative leadership: through institutional innovation, technological innovation, product innovation 

and management innovation, develop industry standards based on the foresight of the technology team 

to achieve one step ahead, provide customers with integrated solutions relying on the system 

capability to achieve always ahead and complete the perfect combination of technology and market, 

and lead the development of industries and markets relying on team innovation.  

Fine products and quality services: fine products: keep rigorous in details, keep improving, and always 

do better than others; quality services: give sincere heart, provide service in place, and think more than 

others.  

In the area of sustainable development, since the establishment, TGOOD insists in capital investment 

and develops long-term strategic planning under the leadership of the top management team, to 

maintain its annual growth of business and corporate development. According to the company's CEO, 

no major crisis event has ever happened due to TGOOD’s self-causes during the period of technical 

management engaged by him. Based on TGOOD's current technical strength, no product cannot be 

developed, only with products such as railway box-type transformer substation in the stage of sample 

development, for which repeated technical quality verification shall be conducted.  

The life cycle of most SME manufacturers in China is 5-7 years, or even less. The company’s CEO 

says: “after reaching the historical climax, enterprises must look for a new beginning for enterprise 

sustainable development. Under the furious market competition, SME manufacturers must change 

made in China into created in China. But creation is also a double-edged sword, which can make the 

enterprise with sustainable development; while too much input and eager pursuit can destroy 

enterprises. With Internet resources, the biggest innovation is the integration of resources." He also 
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said: “In the future, we hope Chinese Government can speed up the approval process and provide 

more practical help for SME manufacturers.” 

Water can carry a boat, it can also overturn it. The company’s Vice President of Finance said,” the 

successful listing of TGOOD benefits from the rapid development of high-speed railway before 2010, 

however, Wenzhou train crash occurred in 2011 resulted in stagnation of most of TGOOD box-type 

substation projects, which was undoubtedly the most serious crisis event happened to TGOOD since 

its establishment. If TGOOD didn’t strengthen development and start automobile charging and other 

projects, the performance of TGOOD must be in a falling tendency now. Of course, it is such crisis 

event that drove TGOOD to successfully transform to a modern new energy manufacturer.”   

Concentration and opportunity grasping are key factors for SME manufacturers to have a long life. HR 

Vice President of the company said: “SME private manufacturers in China are different from the 

state-owned enterprises. State-owned enterprises hold certain advantages in terms of national policy, 

while private enterprises not only can not enjoy preferential policies, but also have to pay a lot of 

taxes. Therefore, the core of sustainable development of private enterprises shall be concentration. 

Enterprises should develop other related industries on the basis of development their core business, 

and should also grasp opportunities and always master market conditions to increase technology 

research and development capabilities and to meet the needs of customers. There are hundreds of 

power equipment products, but TGOOD has been committed to the box-type transformer substation 

products, customer-oriented, and provided fine products and quality services to maintain enterprise 

brand and improve enterprise values.” 

Enterprise is a part of the society, and only those capable of bearing the social responsibility can 

achieve sustainable development. The company’s Vice President of Manufacturing considered: 

“sustainable development factors of SME manufacturers in China include: talented person team, 

organizational structure and the injection of Internet thinking model. Meanwhile, to achieve better 

sustainable development, enterprises should take fine management, develop long-term strategic 

objective of sustainable development, bear social responsibility, and help others create wealth. Family 

business model seriously affects the sustainable development of enterprises. China's economic 

transformation has brought opportunities for China's SME manufacturers, and enterprises should 

contribute to the society with low consumption and environmentally friendly production philosophy”. 

In the area of sustainable development, TGOOD adheres to meeting customer requirements with the 

technology higher than competitors through improving independent research and development design 

capabilities. Director of Production Department said: “ from the company’s status quo, it also has some 

fine management problems, and it has taken remedial measures to deal with its own weaknesses under 
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the leadership of the top management.” “In the area of performance system evaluation, the company 

has taken different methods to evaluate various departments, and from the present situation, TGOOD's 

performance assessment methods are not only effective, but also improve work efficiency. TGOOD 

takes performance assessment on employees based on KPI, but in different departments, it will also 

take secondary decomposition of performance to improve employee productivity and business 

efficiency. The continuous sustainable development of the company is more related to the innovation of 

product, technology and service”, Director of Quality Department said. 

Opportunity grasping of high-level leadership and strategic planning for sustainable development of 

enterprises will affect sustainable development of China's SME manufacturers. Director of 

Information Center said, "In the age of information globalization, SME manufacturers in China should 

improve the core competencies of enterprises, strengthen technological innovation and management 

innovation, to become century enterprises. China's economic transformation and upgrading may not 

have been implemented in SME manufacturers. TGOOD's informatization was started late, but the 

company's overall implementation capacity is very strong, and has been walking on the road from the 

launch of ERP software to the development of its internal software system. According to the current 

development situation of TGOOD, it will have a lot of input in IT later. IT is the best tool for 

management and implementation and must not be the restriction of enterprise development during the 

period of fast development of enterprise.” 

Corporate culture is the energy source of TGOOD sustainable development. Director of Production 

Department said: “TGOOD's added value is based on the friendship culture of the company.” He thus 

expressed, "customers bring us interests and benefits, so customers’ evaluation on products will affect 

our brand construction." TGOOD's corporate culture and friendship culture deeply affect each of its 

grass-roots employees. Its workers at the production line believed that no pain, no gain. Diligent and 

busy work creates happy life. In TGOOD, there must be ideological and cognitive differences with 

others. Compared with other industries or enterprises, TGOOD is regarded by its employees as their 

home, and they believe they are members of TGOOD. In recent years, friendship culture in TGOOD 

not only facilitates employee communication, but also enhances corporate core values. TGOOD 

carries out work to meet customer requirements, directs and trains new employees with continuous 

learning and innovation.” 

The company's sustainable development is inseparable from technological innovation, corporate team 

building, and customer's recognition and support. TGOOD's premier team cohesion has been included 

as a teaching case of Harvard University and Tsinghua University. Electric automobile charging 

system business promoted primarily by TGOOD currently not only reflects its social responsibility, 
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but also is in line with the national development direction of energy saving and emission reduction. 

TGOOD, for example, in the area of sustainable development, set goals for its second venture with the 

highest point for the fulcrum after its successful first venture. During venture period, there may be 

unexpected turning point, but TGOOD can guarantee timely correction and improvement for corporate 

health and sustainable development. 

5.2.6 Relationship between brand and sustainable development 

YU De-xiang told the author, "even if the development is going well, you always can feel potential 

risks, and you should avoid them in advance, or learn from the misfortunes of others to get successful 

experience without failure. Risk management and control can help an enterprise cope with risk, and a 

good brand is capable of providing enterprise risk resistance.” 

Brand and enterprise sustainable development complement and promote each other. The company’s 

Vice President of Finance said: “TGOOD's current cooperation with BAIC, HAFEI and other 

companies in automobile charging business also benefits from the company’s brand, and the constant 

development of new customers also enables the company to achieve better sustainable development. 

Most of China's SME manufacturers are private enterprises, however, the management model and lack 

of corporate brand of family businesses have had a certain impact on the sustainable development of 

China's private enterprises. "Brand" is a noun, although it is not directly reflected in finance, the 

benefits and profits brought by brand are reflected in finance. From financial point of view, the 

Chinese Government should appropriately adjust the excessive burdens in taxation, reducing the 

pressure of private small and medium manufacturing enterprises”. 

Sino-foreign joint ventures allow the both parties to learn from each other, and the establishment of 

core competencies and brand value is the way of TGOOD to have a long life. Director of Production 

Department said, TGOOD is a Sino-German joint venture, with domestic and foreign advanced 

production equipment, excellent management philosophy drew from Germany famous enterprises and 

a large market share, and it only took ten years from its establishment to listing. On the other hand, 

TGOOD’s excellent management team prepares long-term strategic development goals for the 

company and improves enterprise core competencies by building corporate culture; the core of core 

competencies is to create a young, vigorous management team with high battle effectiveness and high 

cohesion; in addition, the company’s fine products, quality services, as well as its existing brand value 

and capability of opportunity grasping have laid a solid foundation for its successful listing. 

Brand construction is also to lay the foundation for the sustainable development of the company. 

Director of Production Department says: “a company without its own brand can hardly find its place. 

No independent brand is one of the factors that restrict China’s SME manufactures to achieve better 
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sustainable development. Therefore, they should have national concern and develop long-term 

strategic objectives of sustainable development, to become bigger and stronger. To promote economic 

transformation, the Chinese Government has relaxed policies to a certain extent, therefore, private 

enterprises should actively cooperate with state-owned enterprises and enhance brand value, so as to 

become bigger and stronger while developing.” 

Brand can add value to enterprises, and product quality is essential for brand and enterprise sustainable 

development. Director of Quality Department said: “providing fine products and quality services is 

TGOOD's core philosophy of sustainable development. Guarantee of product quality assurance is the 

most basic guarantee of the brand. TGOOD pays great attention to brand, including brand promotion, 

publicity and maintenance. So far, no brand crisis event has ever happened due to TGOOD’s 

self-causes. The after-sales personnel of TGOOD attach great importance to product quality problems, 

always immediately analyze the causes of quality problem and study ways to avoid such problems.” 

Director of Quality Department pointed out that: “most SME manufacturers in China can hardly 

survive in the market due to no strong brand awareness. SMEs should enhance their innovation 

capabilities and improve their brand value to promote the sustainable development. China's economic 

transformation brings Chinese SME manufacturers opportunities for development, therefore, 

enterprises should develop more ambitious goals in the pursuit of self-surviving, to achieve a long life. 

The Chinese Government should develop some preferential tax policies for China’s SME 

manufacturers, and support talent introduction. Media have no effect on enterprises, while the key is 

enterprises themselves. If an enterprise develops well, the publicity and reporting of media will be able 

to guide the enterprise to be better; if an enterprise has frequent serious quality issues or events 

affecting its brand, the media merely adds insult to injury.” 

Director of Information Center said: “brand and enterprise sustainable development complement and 

promote each other, brand construction comes from enterprise products and services, enterprise 

products and services promote the development of the brand. Brand can add value to an enterprise, 

and can also attract more talents to help an enterprise develop. From another perspective, brand and 

enterprise sustainable development promote each other, enterprises can win customers’ praise and 

then become bigger and stronger with sustainable development potential, high-end technology, 

excellent product quality and service ability. In contrast, an enterprise without its own brand cannot 

be known by users, and even hardly develop in the market. TGOOD still has to adjust its strategy and 

actively innovate to open up new markets later. The rapid development of high-speed railway industry 

brings TGOOD good opportunities for sustainable development; and automobile charging business 

provides TGOOD with the potential for sustainable development. The short life of China’s SMEs is 
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mainly due to their family business model, no real management system, lack of professional talent 

team to support the development of enterprises, and also relates to the guidance of high-level 

management.  

5.2.7 Theoretical framework implications 

Figure 13: TGOOD theoretical model (word frequency) 

 

Source: Author’s analysis  

TGOOD case shows that the core competencies of enterprises are important factor influencing brand 

and sustainable development. Several important factors of the core competencies of enterprises are 

product, technology, customer, service, and innovation. TGOOD's future development strategy is to 

provide customers with fine products and services and continue to expand and consolidate TGOOD’s 

core competencies through Sino-foreign joint venture, research and development, product innovation 

and acquisition of core technology. YU De-xiang said: “the company plans to be fine, strong and great 

in box-type electrical equipment, develop steadily towards switchgear, gas-insulated switchgear, 

H-GIS, permanent magnetic circuit breaker and electric power automation, gradually master the core 

technology of upstream products, and make leading products develop towards high added value, high 

technical content, high voltage level and high integration. In the future, the company will continue 

based on the research and development and production of outdoor box-type substation, fully exploit 

market segment needs, consolidate its place in domestic electric power, railway, coal, oil and new 

energy industry markets, and create a professional international marketing team, promote 

international marketing, and expand TGOOD box-type transformer substation market in North 
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America, Australia, and South Africa, and West Asia.” YU De-xiang concluded TGOOD has 5 core 

competencies: excellent team, innovation of one step ahead, customer-first values, fine products and 

the ability of opportunity grasping. All of them have to be performed by talents. Compared with 

domestic counterparts, YU De-xiang has a distinctly different business idea. He said, "TGOOD is not 

too concerned about competitors, but pays more attention to practice internal capability, look for 

market gaps and use its core competencies." TGOOD's core competencies are the guarantee of 

company's brand and sustainable development. 

From TGOOD’s product development and technology roadmaps, we clearly found that the existence 

significance of products has its special value, and products have their appropriate positioning from 

production, product positioning occupies a unique place in the mind of consumers, product positioning 

includes efficacy positioning, quality positioning, market positioning, and so on, product positioning 

of an enterprise related to its brand positioning. In the age of product homogeneity, products without 

innovation will be eliminated. In the new economic era of fast upgrading and updating of products, 

enterprises should constantly push new products based on market needs, meet customer needs at 

different levels from the breadth and depth of products, improve customer and company affinity, to 

seize market share. Through developing new products and constituting reasonable industrial structure 

and core competencies, companies can also get more customers and markets, improve profits and thus 

achieve sustainable development, becoming century brands.  

Promoting core competencies with technological competitiveness is a model of development. In 

multiple models of forming enterprise core competencies, technological competitiveness-core 

competencies is a strategic choice of sustainable development in line with the scientific development 

concept. TGOOD’s enterprise development is roughly divided into 3 stages: the first stage is the 

enterprise with labor force as the main impetus and price competition; the second stage is the 

enterprise with capital as the main impetus and standard product and high service efficiency as the 

main competition way; the third stage is the enterprise with technology as the main impetus and 

stimulation of technological innovation (especially invention patents or Know-How) and output of 

core products as the main competition way. The majority of Chinese enterprises are in the first stage, 

the second stage or between the first stage and the second stage, while only a few enterprises have 

crossed into or are capable of crossing into the third stage, and TGOOD is the leader.  

Values of TGOOD will always be the customers first, namely to understand customer needs, determine 

product market positioning, and establish its own differential competitive advantages. Technology and 

quality differentiation is TGOOD's comparative advantage. Differentiation is an important element to 

understand and analyze the market, and only enterprises clarifying differentiation can establish the 
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core competencies of their products. Determine customer desire and needs, and establish the product 

package corresponding diagram for each market segment. TGOOD’s customer needs and product 

positioning include: analysis of key customer desire and needs of targeted market segment; 

establishment of customer-driven need point as the emphasis of investment; determination of major 

demarcation criterion required to be met for success in the selected market segment; assurance of 

continuing the main competitive advantage of products selected by customers.  

TGOOD has been insisting on customer-oriented over the years, maintains enterprise brand and 

improve enterprise values with fine products and quality services. Service competitiveness is a 

comprehensive index, the sum of all service consumers’ evaluation, a comparative advantage of an 

enterprise in terms of service compared to other competitors, and determines the affective thinking and 

decision-making situation of customers in the consumption process. Establishment of an irreplaceable 

and influential brand is an essential means for enterprise sustainable development and also an 

important evaluation factor of individual competition. In General, service competitiveness is 

influenced by the employees of service, the structural feature of service, the hierarchy of service object 

and other factors.  

From TGOOD case, we found that innovation is the guarantee of enterprise's survival and 

development, and is an important source of enterprise's core competencies. How to improve 

competitiveness of enterprises by creating and cultivating the proprietary brand with independent 

intellectual property rights has become the biggest challenge for most businesses, especially in the 

Pearl River Delta area. Based on this, TGOOD has been increasing its own brand innovation ability, 

developing products with independent intellectual property rights through fully researching market 

users, self-positioning and pinpointing target groups, and shaping the brand with core competencies.  

As YU De-xiang said, the core competencies of Chinese SME manufacturers is determined by talents 

owned by the enterprise, and 80% of business benefits are created by 20% of key talents. Therefore, 

the talent innovation mechanism of an enterprise will directly affect its survival and development 

based on its capacity of attracting and gathering enterprise internal and social talents, especially highly 

qualified talents and its capacity of reasonable allocation, management, development and utilization of 

talents. Enterprise managers should consider the situation and take precautions to deeply understand 

the basic, decisive and strategic effect of talents in future development from a strategic and overall 

perspective, seriously research and develop talent strategies fit for current and future development of 

the enterprise. This is also the origin of TGOOD friendship culture. At its establishment, TGOOD 

employed top talents from third-class universities; after listing, it employed top talents from 

second-class universities; nowadays, its sales revenue has been nearly 2 billion Yuan, and it needs top 
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talents from first-class universities. Meanwhile, YU De-xiang said, "but it is still difficult to attract top 

talents from first-class universities so far, because they are not willing to work in a private enterprise. 

So, we would rather employee top talents from second-class universities, and never employee 

second-rate talents from first-class universities.” 

The first element of TGOOD values is customer, namely, providing customers with fine products and 

quality service to win their trust and support, and putting customers in the first place. The second 

element is enterprise, namely, creating economic benefits with innovation, which means that TGOOD 

is not a traditional enterprise, but a high-tech enterprise based on institutional innovation, 

technological innovation, product innovation, and management innovation, and puts enterprise’s 

benefits in the second place. The third element is employee, namely, providing a better working, 

learning, life and development environment based on enterprise’s benefits, and achieving common 

development between enterprise and employees. The fourth element is social responsibility, namely, 

paying taxes according to law, providing jobs and cultivating a group of highly qualified talents (the 

biggest contribution to society), bringing benefits to society through these talents. In fact, TGOOD's 

success is largely due to team building and corporate values. From YU De-xiang, team building is the 

process of forging, and talent training is like smithy forging iron, the work after the end of the 

selection is to forge these materials into the iron needed. Penetration of the values is stronger in the 

high-level management, while less in general employees. How to solve it? After joint research with 

Tsinghua University, TGOOD added friendship culture into its original corporate culture system, 

namely, arranging two guiders to each new employee, one for guidance in learning and working and 

the other for caring in life and becoming friend of the new employee. Such guiders are preachers of 

corporate culture. At present, the friendship culture of sincerity and enthusiasm, care and mutual help, 

mutual respect, appreciation and return has been gradually formed in employees.  

With continuous exploration of the international market and the high-end customers, TGOOD has 

become a well-known brand in the industry. Competitive quality is the life of a brand, while poor 

quality will result in the declination of a brand. Famous brand is based on its publicity, good reputation 

and high credibility in the public, and represents high quality products. Modern famous brand is the 

unity of brand and quality products which are associated and differentiated concepts and have a 

mutually dependent relationship. A brand capable of becoming a famous brand is because of the 

products of the brand with reliable quality, high credibility and customer recognition. After the 

formation, a famous brand is independent to the quality products relied on which it forms, and has its 

own value separated from quality product entities with use value, to obtain the permit into the market. 

Quality products cannot be separated from the name known by mass customers, especially the famous 

brand that fully reflects the product image, characteristics, meets the spiritual and cultural needs of the 
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consumers and has rich market vitality. It is obvious that modern famous brand is the unity of quality 

product and famous brand, and also embodies enterprise value and sustainable development.  

From TGOOD case, we also found that the major implications of brand awareness are listing financing 

and media publicity. As the first stock on the GEM, TGOOD listed smoothly within only 11 months. 

In October 2008, TGOOD began to prepare for listing; in the middle of April 2009, GF Securities Co., 

Ltd, law firms, accounting firms and other intermediary institutions started serving the company. From 

the prospectus published on September 13, although TGOOD was young, it has developed into a 

leader in domestic box-type substation industry and achieved large-span growth in net profit for three 

consecutive years, with a year-on-year growth of 32.45%, 232.12% and 155.64% respectively. A listed 

enterprise reflects its quality and competitiveness advantage; becoming a listed enterprise greatly 

improves its publicity (obtaining far more concern than a private enterprise from the media, getting 

famous brand effect, gathering intangible assets, getting credit more easily, improving individual 

reputation of the management, and attracting talents); will attract concerns from broad audiences 

(there are almost 80 million domestic investors); is conducive to achieve the recognition of more 

customers, suppliers and cooperators to corporate brand, acquire support of local government, carry 

out cooperation and expansion in different places, and attract talents. The publicity of non-listed 

enterprises cannot be compared with that of listed one. Listing of accompany will provide strong 

support to its business development, and provide a higher platform to attract talents. 

TGOOD, YU De-xiang and intelligent charging have high Internet click rate and are very popular in 

domestic and foreign media reports. The media with new media communication means, spreading 

brand concept and culture, focusing on brand information, and providing users with brand dynamic 

index is called brand media. Brand media has to complete three missions: the first one is to spread 

brand concept and culture, since an established brand must handle affairs around the brand; the second 

one is to focus on reporting brand information, and the brand media must report the most 

comprehensive brand news and information in the industry it involves in; the third one is to provide 

brand index data, which is the core of brand media, and a media without brand index cannot be called 

as brand media, but advertising media, or the publicity media of a few brands. YU De-xiang is the 

brand spokesman of TGOOD and the star Godfather of entrepreneurs. For example, in the first 

Tsinghua University Chinese entrepreneurs training camp, YU De-xiang told the media, as one of the 

first entrepreneurial workers, he has undertaken more pressure, more efforts and dedication. He said, 

the first batch of GEM companies face common problems and many bottlenecks, such as talents, 

management and incentive problems. But he believed that the success of such companies will direct 

Chinese SEMs, and in the future SEMs will lead China's rapid economic growth. 
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From TGOOD case, brand competitiveness has two core elements, namely, market share and market 

power. Brand competitiveness is the competitive capacity of a brand product over other similar 

products, is the capacity that cannot be easily imitated and even cannot be imitated by other similar 

products, and is the ability of expanding the market, occupying the market and obtaining more market 

share. Brand competitiveness allows an enterprise to sell the product at a higher price than other 

similar products, occupy larger market space at the same price, and even gain higher profits under 

depression and price-cutting competition, and survive and develop in the fierce market competition. 

TGOOD is the first domestic manufacturer developing passenger dedicated power remote box-type 

transformer substation, and is also the leading manufacturer of high-speed railway remote box-type 

transformer substation. In 2010, it has had about 50% market share of high-speed railway. Due to 

more stringent safety requirements of high-speed railway, high barriers to entry and weaker 

competitors of high-speed railway box-type transformer substation, we believe that our leading 

position in the market will not be shaken in the future, and our market share will remain at 40%-50%. 

TGOOD brand has stronger market power, higher market share, higher added value and longer life 

cycle than other similar products. TGOOD brand has its unique power different from and ahead of 

other competitors, is capable of showing its internal quality, technology, performance and perfect 

services in the market competition, and leads to customers’ brand association and promote their 

purchasing behavior.  

With the company's investment and utilization in intelligent network, TGOOD’s market power and 

competitiveness in the electric power industry are enhanced, which further strengthen the company’s 

development in electrical equipment manufacturing business. TGOOD mainly focuses on box-type 

substations, indoor switchgear and other electrical products. In July 2014, the intelligent group 

charging system of electric automobile developed by the company spending two years was reviewed 

and approved by experts. The review concluded that the system consists of high and low voltage 

equipment layer, charging control layer, load scheduling layer and cloud platform management layer, 

and realizes major innovation of electric automobile charging technology. After that, TGOOD 

immediately started the industrialization preparation of this technology, and announced an investment 

of RMB 600 million Yuan to establish Qingdao TGOOD Automobile Charging Co., Ltd., to engage in 

the research and development of automobile charging system and charging operation and other related 

services. In the semiannual report of 2014, TGOOD put forward the goal of building the largest 

Chinese electric automobile Internet cloud platform as well as becoming China's largest automobile 

charging enterprise. 

From TGOOD case, the author found that there are two factors of enterprise sustainability, namely, 

social responsibility and performance management. Enterprises can only obtain social recognition and 
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sustainable development by undertaking social responsibility while gaining economic benefits. For 

example, in the promotion of new energy automobile industry development, the State stressed that 

charging infrastructure shall be put at a more important position in the development of the new energy 

automobile industry, and allow appropriate ahead construction to promote popularization and 

application, achieve positive interaction of research and development and production, and to speed up 

the development of the new energy automobile industry. In order to solve the outstanding problems in 

planning, construction, land use, electricity utilization and other links, and to create a good 

environment for the new energy automobile industry, TGOOD enters the field of charging 

infrastructure construction and operation, innovates construction and operation model and promote 

Internet + charging infrastructure relying on its own advantages, to achieve sustainable development. 

TGOOD investment accelerates the breakthrough in charging technology and the revision of relevant 

standards, promotes nationwide forced implementation, and effectively improves the charging 

convenience and security. To address people's livelihood and environmental problems, TGOOD speeds 

up charging infrastructure construction in residential areas, institutions and public parking areas for 

personal use. Meanwhile, it also establishes the mechanism for joint research and development and the 

alliance mechanism with relevant industrial clusters, to strengthen critical parts and vehicle technology 

research and development, strive to achieve revolutionary breakthroughs in power battery technology, 

and greatly enhance the quality and level of new energy automobiles. New energy automobiles will 

usher in new opportunities, as well as promote TGOOD for a new round of development.  

Performance management and enterprise's sustainable development are closely related. Through 

TGOOD case analysis, the author found that performance management practice activities directly 

influence the behavior and attitude of employees (broadly including business level, management level 

and operation level), scientific, normative, fair, just and public performance assessment system has 

direct influence on employees, for example, employees’ career, value, capacity and endeavor direction 

can be guided through performance management, while performance management plays a direct role 

on  enterprise strategy, enterprise culture, business target, and enterprise image, and thus affects the 

sustainable development capacity of enterprise. For instance, the implementation of performance 

management can directly reflect the sustainable development strategy, and serve the strategic objective. 

Meanwhile, performance management is based on certain enterprise culture, and also reflects the 

enterprise's image. Scientific management of staff performance and organization performance makes 

their coordination and finally forms enterprise competitive advantages in cost, quality, service, 

innovation and other aspects, becomes enterprise core competencies through long-term continuous 

improvement and development, and on this basis achieve enterprise sustainable development. 



   

151 

As stated above, TGOOD case shows that the core competencies of enterprise is an element of 

corporate brand and enterprise sustainable development. Brand awareness and brand competitiveness 

are regulated variables of corporate brand and enterprise sustainable development. A good brand must 

have good reputation and high market competitiveness, so as to create value for the enterprise and 

ensure sustainable development. Therefore, only the brand with high competitiveness and good 

reputation can provide impetus for sustainable development. TGOOD, as a SME enterprise, has 

obvious market segments (railway and the electricity grid), so there are two key indexes to measure its 

brand competitiveness, that is, market share and market power. Because of a specific market, the 

market price is determined by customers, leading enterprise and individual customers. Electric power 

industry has an annual macroscopic survey, based on which enterprises will check their market share; 

at the same time, enterprise band competitiveness is mainly based on enterprise industrial power for 

those in the industry. Brand competitiveness is primarily reflected in the product quality and 

technology, for example, whether technical problems have been solved? Whether the quality is 

guaranteed (that is, the guarantee of user life and property)? 

In General, the core competencies of enterprises, corporate brand, brand reputation, brand 

competitiveness and sustainable development are closely related. Impact factors may be multifaceted. 

Therefore, this study used the multiple case model by collecting different SMEs’ empirical study to 

find and get clear definition and relationship of various concepts. 

5.3 Chongqing Chicheng Light-duty Auto Parts Co., Ltd.  

Chongqing Chicheng Light-duty Auto Parts Co., Ltd. (Chongqing Chicheng) is an enterprise 

established by a friend of the author. Enterprise observation and interview of Chongqing Chicheng 

were carried out on January 7, 2015. Before interview, the author made an outline of interview and 

discussed the data required to be collected with the interviewed enterprise. At the same time, the 

author also informed each interviewee of the purpose and requirements of academic research interview 

through head of the enterprise and ensured that the interview would not involve assessment and 

business secrets of the enterprise, hoping everyone to express opinions adequately. Head of the 

enterprise was not involved in the process of interview, thus interviewees could adequately express 

their thoughts and viewpoints in the natural condition without pressure and concerns. The interview 

with head of the enterprise was carried out independently. Interviewees were basically middle-level 

managements, and had more than six years' work experience in individual case enterprise. 

Head of Chongqing Chicheng (also the largest shareholder of the enterprise) would like to sell the 

enterprise due to oldness and lack of successor; meanwhile, the author also tried to develop company 

domain westward and integrate business segments. The author invited an independent third-party 
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financial and legal consultant firm to carry out due diligence to Chongqing Chicheng. Partial contents 

of this case were extracted from the financial and legal report of due diligence. 

Table 10: Personal Information List of Chicheng Respondents 

Name 
Education 

Background · Major 

Years of 

Working 

Length of 

Service in the 

Company 

Department · Position 

QI Shou-zhu EMBA 49 49 Chairman of the Board / General Manager 

WANG 

Guang-jun 
College 19 14 Deputy General Manager 

ZHANG 

Ling 

Undergraduate, Major 

of Finance 
17 17 

Supervisor and Director of Financial 

Department 

Source: Author’s analysis 

5.3.1 Market analysis on auto parts of China 

Chinese parts production enterprises are basically in scattered distribution. the number of enterprises 

with annual income of more than RMB5 million Yuan is 4,000 and the number of those with annual 

income of more than RMB100 million Yuan is over 460. There is a world of difference between such 

strength and global auto parts enterprises. Take Bosch as an example. The annual turnover of Bosch in 

2014 was up to €48.9 billion, which was about RMB400 billion Yuan. Obviously, one-year turnover of 

Bosch is equal to one-year sales income of the whole auto parts enterprises in China.  

Chinese parts enterprises can be divided into four types:  

The first type refers to parts supporting factories under large-scale auto groups. Such enterprises are 

used to planed production mode of finished automobile factory and various aspects such as price 

mechanism are generally not consistent with outside market. 

The second type refers to small auto parts factories most-concentrated in the Yangtze River Delta. 

Such small factories are divided into two kinds. The common problem faced by the first kind is: there 

is no strict quality assurance and their products are normally considered as fake and poor quality 

commodities, thus it is hard for them to develop on track. One of the core problems faced by the other 

kind is the lack of their own brands. Such enterprises are generally called OEMs who fail to establish 

their own brands and always play the role of material processing plant. 

The third type refers to some original state-owned enterprises of auto parts or local large-scale 

collective enterprises. These enterprises belong to medium-sized ones that have become the best shell 

for acquisition and merger of foreign capital due to poor operation and management. 
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The fourth type refers to private enterprises that have grown up or are growing gradually. In a sense, 

these enterprises burden the hope of auto parts production in China.  

As predicted by some experts, 4-6 large-scale auto parts enterprises will be dominant in domestic 

market in next five years. But generally speaking, Chinese auto parts enterprises are facing great 

potential crisis and some are even struggling for survival. As indicated by relevant survey data, the 

current demand of automobile industry in China for parts every year is about RMB80 billion Yuan, 

and the turnover of three-level distribution from primary market to local operation and to retailed 

spare parts is at least RMB240 billion Yuan per year. As said by insiders, there is giant development 

space in auto parts market of China.  

Rapid development of finished automobile market brings unlimited business opportunities to auto 

parts enterprises and relevant domestic enterprises are established like bamboo shoots after a spring 

rain. Meanwhile, foreign capital also focuses on the broad prospect of Chinese auto parts market and 

has a big appetite; however, domestic enterprises are not able to compete against those enterprises due 

to long-term scattered situation. According to incomplete statistics, foreign capital has basically 

controlled Chinese auto parts industry, especially the supporting production of parts of car enterprises. 

There are too many difficulties for local auto parts enterprises to break through the encirclement of 

fierce competition and they are facing the following challenges.  

1) Multi-national giant enterprises are competitive in auto parts market and local enterprises are 

struggling for survival 

Fast growth of Chinese automobile market in recent years attracts multi-national giant auto parts 

enterprises. Facing the pushing situation, Chinese auto parts enterprises fall behind the development of 

finished automobiles in a long time. The lagged-behind auto parts enterprises of China may be 

defeated by foreign giants at any time due to congenitally deficient technology and research and 

development capacity. It is urgent for them to find a way out. 

In recent years, multi-national automobile giants gradually complete investment layout in China and 

the localization wave of auto parts production in China appears, which attracts a series of 

multi-national auto parts giants to establish factories in China who has become the production factory 

of world auto parts. Currently, giants of global parts enterprises comes to China one after another to 

occupy market. According to incomplete statistics, foreign capital has occupied more than 60% of auto 

parts market share in China. The share is greater in parts industry of cars. As estimated by experts, the 

share is more than 80%. As indicated by data, auto parts enterprises controlled by foreign capital is up 

to 90% in high and core technology, such as automobile electronics and engine parts, etc. It is reported 

that American Delphi, Japanese Denso and German Bosch have shared over 15% of Chinese market.  
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2) Fiercer market competition leads to hard survival of small enterprises on their own strength 

The development of domestic automobile industry has obviously slowed down after high-speed 

growth for several successive years, and the rate of increase is nearly half-reduced. Such sudden 

change of automobile market is immediately displayed in auto parts market. As analyzed by insiders, 

the situation demonstrates the weak adaptability to market changes in surface, but it actually exposes 

the deep crisis of maladjustment of domestic auto parts enterprises to new requirements of 

competitions such as global procurement, simultaneous research and development and modular supply 

brought by multi-national giants. The crisis is mainly displayed in several major bottlenecks faced by 

our domestic auto parts enterprises, including technological research and development, product 

structure, quality and cost control.  

In addition, the disadvantages such as small scale, small batch, weak cost control capacity and the 

failure to adapt to global procurement requirements of customers in terms of product quality, cost and 

delivery time makes the competitiveness of Chinese auto parts enterprises greatly lower than that of 

multi-national corporations. Especially with the occurrence of frequent price war of finished 

automobile, cost pressure is gradually transferred to the link of parts. The overall competitiveness of 

auto parts enterprises in China is facing great challenges. Take Wuhan City as an example, none of 

nearly 100 parts enterprises reaches RMB1 billion Yuan in scale at present. Small, scattered, disorder 

and fighting alone are the true reflection of current situation of auto parts industry in China. 

3) Markup of raw materials and depreciation of products bring huge pressure to enterprises 

In recent years, as the price of steel, rubber and other raw materials needed by auto parts enterprises is 

rising, the increasing production cost causes great pressure to enterprises. Meanwhile, the price of 

domestic finished automobiles is reduced year after year under the impact of joining WTO, which has 

direct influence on the depreciation of supporting enterprise products. The highest depreciation of auto 

parts is 25% in recent years. The price of products such as bearings, chairs and gears is reduced in 

different degree every year. The profit of some products is even zero, however, they have no choice 

but to struggle for supply in order to maintain the market. Under the dual pressures of rise of raw 

materials in price and price reduction required by finished automobile manufacturers, auto parts 

industry is struggling to move forward.  

4) Weak independent research and development capacity and strong dependence on supporting 

finished automobile engine plants 

For years, Chinese parts enterprises have always been attached to domestic finished automobile and 

main engine enterprises for survival and development. Enterprise layout is focusing on finished 



   

155 

automobile enterprises. Their products only support finished automobile enterprises, which weakens 

the initiative of independent research and development and gradually forms the market concept of 

doorway. They used to take supporting market of domestic finished automobile as doorway market 

and regard it as a convenient access. After China joined the WTO, the former doorway market is not 

solid due to global procurement. The doorway market no longer belongs to these enterprises but 

shared by other enterprises. Goods days of "great trees are good for shade" in the past have gone 

forever. It was discovered in the survey that auto parts enterprises will have a cold if main engine 

plants of finished automobile have a fever. Auto parts enterprises have to change model and reduce 

price upon requirements of main engine plants. Moreover, with the upgrading of finished automobile, 

enterprises are insufficient in the awareness to carry out prompt adjustment, weak in independent 

research and development capacity and lack of versatile talents skillful in technology, operation and 

management. Therefore, they are passive and laggard in competition and their vitality and impact 

force are throttled, thus partial market that should belong to local enterprises is occupied by other 

domestic and foreign enterprises, which directly influence the sustainable operation of these 

enterprises.  

5) Absence of management limits the development of auto parts enterprises 

Deficiency in cost management is also a problem existing in domestic auto parts enterprises. The 

waste of raw materials is amazing, there is no awareness of saving, the productivity of workers is low 

and the awareness of cost is weak. As commented by a manager in a parts enterprise on local SMEs, 

"in this way, how to reduce product cost?" Markup of raw materials and price reduction caused by 

main engine plants make domestic parts enterprises stuck in the middle, and managers of parts 

enterprises cry bitterness without ceasing. Nevertheless, has any one of these complaining enterprises 

ever thought that its cost control measures are appropriately taken? Has any of them put cost control to 

significant position of future development? 

Some other enterprises don't have the awareness of financial management. They are still operated by 

the mode and thought of small workshop: there is only one account book inside and outside the factory. 

The account book is in the charge of general manager. Financial department only plays the role of 

cashier. The head of the enterprise has no idea on how to carry out financial planning and financial 

management for a modern enterprise. Scientific management is essential to the development of an 

enterprise. 

What can auto parts enterprises do to challenge operation strategy and face challenges? 

In a new-round competition and development, customers’ price cutting, suppliers' markup and severe 

competition against multi-national corporations are three major difficulties realistic and necessary to 
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be settled in front of domestic auto parts enterprises, and three huge mountains required to be 

overcome by parts enterprises. 

1. Establish integrative development cooperation system 

An auto parts enterprise should establish strategic cooperation relationship with main engine plant or 

finished automobile factory and carry out integrative development strategy with main engine plant and 

finished automobile factory to improve core competitiveness through independent innovation. For 

example, Chongqing Chicheng has been sticking to the following in recent years: Demand of main 

engine plant is the focus of Chongqing Chicheng; Chongqing Chicheng provides main engine plant 

with advanced product research and development support to ensure continuous upgrading of product 

quality and stable improvement of production capacity; with the thinking mode of surpassing 

expectation of users, Chongqing Chicheng solves the gap between reality and anticipation together 

with main engine plant to provide superior products and services for market terminal users. As early as 

in 2006 when the company cooperated with Chongqing Chang'an Group, it had determined the 

concept of product research and development first, followed by supporting coordination. In product 

research and development, the company always sticks to the guidance thought of independent 

innovation of bold imagination, strict argument and fearing no failure. For five years, the company 

established the project team with general manager as leader in respect of Chang'an products, integrated 

four systematic resources such as technology, sales, quality and production, and established all-process 

and all-round Chang'an supporting products. 

Green channel: In product development and technical communication, technical center led by chief 

engineer is responsible for enhancing communication with Chang'an technical center and relevant 

departments, fully playing the advantages of military technologies and applying its unique 

understanding and thought in new product development and old product improvement of Chang'an, 

which can not only ensure the development schedule but also guarantee the development quality. In 

sales, Chongqing Chicheng takes charge of and coordinates all-round and all-process product 

information, and transfers such information to the company, ensuring work initiative, information 

accuracy and timely follow-up. In production, the enterprise has invested more than RMB20 million 

Yuan into technical reform, established and perfected special production line of Chang'an products, 

and implemented numerical-control transformation.  

At the same time, the company gradually implements refined production mode and node 

administration, which not only guarantees the delivery date of Chang'an products, but also promotes 

the stable improvement of production capacity. In quality management, the company has successively 

passed the certification of ISO/TS16949:2002, ISO9001:2000 and GJB9001A-2001. It sticks to eight 
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principles on quality management and comprehensively applies tools and measures such as APQP, 

FMEA, SPC, MSA and PPAP to carry out deep and detailed control and analysis on each link of 

production and management according to requirements of Chang'an, which realizes continuous 

improvement on product quality and service. This company chooses simultaneous development with 

main engine plant and independent innovation road and finally realizes win-win situation and achieves 

sound economic benefit and social benefit by sticking to independent innovation based on 

simultaneous development and strategic cooperation relationship with main engine plant.  

2. Establish unique comparative advantages 

In a new economic era of economic globalization, resource internationalization, regional economic 

integration and multi-national corporation trend of automobile industry, domestic auto parts 

enterprises are pushed to the platform on which they have to compete against multi-national 

corporations, and some even become the game between master and apprentice. In this unfair 

competition at the very beginning, how can auto parts enterprises survive and develop? As suggested 

by insiders, domestic auto parts enterprises should establish unique comparative advantages of their 

own. Comparing with multi-national corporations, if our products and brands are not so good as theirs, 

we can do better in service, such as quicker response and more detailed service; in products, if we are 

not able to compete against others in all-line products, we can focus on a certain market and group, 

and do better than others in such respect; in technology, if we can't compete against others in 

high-grade, precision and advanced technologies, we can compete in application know-how of some 

technologies and finally establish unique comparative advantages of our enterprise. I believe every 

enterprise can make it if it is good at thinking and dares to innovate.  

3. Combine far and near for improvement 

Building the auto parts industry with high safety and technology is a strategic task of auto parts 

industry. Far, as long-term strategy, means there should be a large goal and a high starting point. The 

goal should be placed on exerting efforts in assembly and focusing on leading enterprises. Close 

attention should be paid to domestic finished automobile enterprises to introduce foreign advanced 

technology, scientific management and enterprise culture from production parts to supporting 

assembly through joint expansion of scale.  

4. Establish brand-new research and development mechanism 

Disturbed by doorway market concept, auto parts enterprises have never had patented products of their 

own after long-year development. Their independent research and development capacity is low. If 

parts enterprises want to adapt to global procurement requirements after China joined the WTO, break 



   

158 

the old situation where they were lagged behind the finished automobiles and solve the congenitally 

deficient problem of technology and research and development, what they should do now is to try their 

best to manufacture the best products, patented products and terminal products. They should depend 

on product, famous brand and technology to improve recognition. They must have the concept of 

walking out of doorway market, take the road of technical innovation and independent research and 

development, achieve we have while others don't; we have superior quality when others have the same 

product, have the confidence and determination to research and develop with new materials while 

others use iron materials, closely follow the updating and upgrading needs and adjust product design 

in time. Enterprises can unite to establish research and development team automatically, go outside to 

learn, investigate and refer to experience of others, and then specially research finished automobile 

parts or finished automobile assembly to shorten the research and development cycle of a single 

enterprise. And many expenses can be reduced. Meanwhile, we should strengthen external cooperation 

with domestic automobile research institutes and colleges to reach cooperation agreement and provide 

us with talents, technology guarantee and product information. We should improve our technical 

research and development level and develop high-grade auto parts with our own patents. Only in this 

way, can we cast off the burdens that have been given to us by main engine plants of finished 

automobile.  

5. Realize optimized development of informatization  

Facing increasingly fierce market competition, numerous domestic auto parts enterprises have already 

realized that management informatization is undoubtedly the survival rule of this era. After China 

becomes the large automobile consumption country with the highest growing speed, domestic auto 

parts industry is also developing prosperously with the prosperity of finished automobile market. As 

the foundation of automobile industry, there are 40,000 scaled parts enterprises and 100,000 

processing enterprises in domestic market. Facing fierce market competition, parts enterprises should 

put the following matters in priority: how can they strengthen informatization management of design, 

research and development and production of products through advanced information technology 

management measures? How can they enhance efficient information communication and management 

with upstream and downstream manufacturers? 

Although domestic parts suppliers can have access to global procurement network of finished 

automobile manufacturers through low cost advantage, no one knows how long such advantage can 

last. One senior manager of VISTEON (the world's second largest auto parts manufacturer) once 

pointed out that: “When global finished automobile manufacturing industry is in downturn, auto parts 

manufacturers should also experience a transformation. Finished automobile enterprises gradually 
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implement global procurement in order to reduce cost and increase profit. Auto parts enterprises also 

begin to launch globalization production mode in order to follow the trend.” 

6. Directly face competition from India 

The advantage of China as the low-cost parts procurement country is now challenged by other Asian 

countries, especially India. In China, European and American buyers have to face language 

communication obstacle, which intangibly increases cost. However, as a country with English as 

official language, India doesn't have the concern. In addition, India has sufficient raw materials, 

especially high-quality steel. Meanwhile, labor cost of India is more competitive than that of China; 

moreover, labor cost of China is increasing gradually, which worsens the situation of Chinese auto 

parts industry that has just been started on. It is reported that the current monthly labor cost of Chinese 

manufacturing industry is USD250 - USD350, but that of Indian manufacturing industry such as auto 

parts industry is only USD60 - USD70. "Moreover, Indian manufacturers pay great attention to 

development and innovation. For example, they improve products according to requirements put 

forward by users, which promotes manufacturing companies to change design thought." As pointed 

out by Insiders, this undoubtedly increases chips for auto parts manufacturers in India and attracts the 

attention of numerous international buyers. As said by insiders, China is competing against India in 

some businesses of exporting auto parts to South Africa. In respect of screw and other low-end auto 

parts, we have to accept the fact that India has price advantage. At the front line, he truly feels the 

competition pressure from India.  

7. Enterprise integration is imperative  

According to statistics, at least 70% of world top 100 parts suppliers have launched business in China, 

but the number of foreign-owned or joint venture enterprises engaged in the production of auto parts in 

China is nearly 1,200. Facing overwhelming entrance of foreign parts manufacturers into Chinese 

market, local parts manufacturers of China will have narrower and narrower survival space. In such 

era, just like household appliance industry before integration, auto parts industry is experiencing a 

painful struggle; however, integration is necessary. Chinese auto parts market is basically an open 

market, future parts industry will also be a international combination. The only development way is to 

integrate enterprises of a certain region or a certain product under the leadership of industry 

association or a powerful auto parts manufacturer to establish a larger consortium.  

Currently, most Chinese auto parts enterprises are fighting in a scattered way, and the industrial 

concentration degree is low. Although some enterprises researches or plans good projects, it is difficult 

to attract attention of foreign venture capital providers due to small scale of enterprises. However, the 

situation will be totally different if enterprises of a region unite in a certain form. It is reported that the 
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annual development investment of domestic parts enterprises is generally 1% - 1.5% of sales income, 

but this figure in developed countries is 3% - 5%, or even 10%. Investment of parts enterprises should 

be 1.2 - 1.5 times of that of finished automobile enterprises, but such figure in our country is less than 

0.3. Facing the situation of weak independent research and development capacity, Chinese enterprises 

can learn from experience of finished automobile industry to establish two - three national research 

and development centers of key auto parts through national funding to carry out research and 

development through concentrated strength, and the result should be shared by the industry.  

As indicated by relevant industry experts, the general performance of auto parts enterprises in the first 

half year of 2015 is sound. On the one hand, as the supply price of parts enterprises had been 

determined in the first quarter, the downturn of automobile sales didn't have a large influence on it. On 

the other hand, benefit of auto parts will be less and less under current situation. Newly-added growing 

and high return ratio businesses can stabilize operation of enterprises. Therefore, quite a few parts 

enterprises are launching extended merger and expanding operation scale, which will positively 

influence their performance. Meanwhile, as automobile industry depends more and more on new 

technology and core parts, main engine plants don't have too many chips to ask core parts suppliers to 

reduce price, thus it is greatly difficult to obtain margin space from suppliers. In respect of non-core 

parts with low technology threshold and great demand, auto enterprises have consciously transferred 

tremendous orders to local parts enterprises that have completed relevant technology solution and 

demonstrated stable quality. Therefore, parts enterprises should strengthen collaboration with finished 

automobile enterprises to face market challenges together.  

All in all, during fierce competition of auto parts market, enterprises must follow the trend, play 

comparative advantage, strengthen cooperation, take corresponding measures, accelerate development 

and enhance competitiveness. The whole city should cooperate to create the basin of auto parts 

industry, the fortune land of investment and talents and the high land for future development of auto 

parts industry. Only in this way, can our auto parts industry not be defeated and gradually go to the 

world and realize faster and better development.  

(Source: www.autoinfo.org.cn) 

5.3.2 Company history and operation 

Chongqing Chicheng is a private company limited by shares. At present, it has 780 employees, 

including 78 middle and senior technicians. The factory covers an area of 72,600m2; the construction 

area is 50,000m2 and its current net asset is RMB120 million Yuan. Decision-making body of the 

company is: board of directors; the organization implements general manager responsibility system, 

including departments as follows: Plan Management Department, No.1 Production Plant, No.2 
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Production Plant, Equipment Power Department, Human Resources Department, Financial 

Department, Office, Technical Center, Information Department and Management Committee.  

Main products manufactured by Chongqing Chicheng include: front and rear frame (front-axle beam 

bracket), car doors and side surround cover parts, front and rear stabilizer bar assembly, rear axle 

assembly and various large auto-body panel (front hood, rear back door, front middle door, inside and 

outside panel of left and right sides and header, etc.) of mini-car and car.  

Main customers of Chongqing Chicheng include: Chongqing Chang'an Group (including Chongqing 

Chang'an, Chang'an Ford, Chang'an Suzuki, Nanjing Chang'an and Hebei Chang'an); Changhe Group 

(including Changhe Suzuki, Changhe Jiujiang and Hefei Changhe); Hafei Group. Products 

manufactured by Chongqing Chicheng occupies over 60% market share respectively in the above 

three large groups. The company has been rated as Quality Advanced Unit and Top Ten Excellent 

Suppliers by Chang'an Group, Changhe Group and Hafei Group for several successive years. 

Chongqing Chicheng has begun to provide bulk supply to the newly developed customer - Chery 

Automobile from 2009. Now, FAW Toyota is in the process of sample delivery and road test.  

Source: Webpage of the company 

5.3.3 Company development path 

Chongqing Chicheng was established in January of 1984. In shareholders' representative assembly 

held in July of 2000, it was decided to quantify the transferred paid-in capital RMB20.363 million 

Yuan, including capital reserve RMB11.7 million Yuan and surplus reserve RMB8.663 million Yuan, 

to all employees according to regulations. 

On December 22 of 2000, Chongqing Chicheng obtained business license of joint-stock company 

issued by Chongqing Administration of Industry and Commerce. Legal representative is QI Shou-zhu 

and the registered capital is RMB30 million Yuan. The type of the company is a company limited by 

shares. The company is located at No. 2 plot, Science and Technology Industrial Park, Huixing Street, 

Yubei District. The business scope involves the manufacturing and sales of auto parts and motor parts 

(excluding engine), electronic components, rubber sealing products and metal processing machines as 

well as casting and processing of nonferrous metals; sales of automobiles (excluding sedan) and 

motors. QI Shou-zhu, holding 28% stock rights of the company, is the largest shareholder of 

Chongqing Chicheng; other shareholders are all enterprise employees. Each employee holds about 0.1 

or 1.5% shares of the company and the equity structure is relatively scattered. QI Shou-zhu, as 

chairman of the board of directors and general manager, is responsible for daily operation of the 

enterprise.  
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In order to improve comprehensive competition capacity, Chongqing Chicheng moved to Yubei 

Science and Technology Industrial Park in 2002 under strong support of Yubei District Committee and 

District Government and invested RMB120 million Yuan to construct new production base and 

technical research and development center of the enterprise. Due to technical transformation, 

production and research and development capacity of the enterprise has been greatly improved. In the 

first year (2002) after removal, the output value was RMB130 million Yuan and the sales income was 

RMB98 million Yuan. In 2010, the output value would be RMB550 million Yuan, the sales income 

would be RMB500 million Yuan and the profit and tax would be RMB50 million Yuan.  

Chongqing Chicheng attaches importance to product quality management, development and 

application of high and new technology. Since 1999, it has passed the certification of ISO9002 quality 

system; in December of 2006, it passed the certification of ISO/TS16949: 2002 quality system; in 

April of 2009, it passed the certification of GB/T24001-2004/ISO14001:2004 environment 

management system; also, it has passed the certification of GB/T28001-2001 OHSAS. Chongqing has 

successively been rated as contract abiding and trustworthy enterprise by municipal and district 

government and the brand of Chicheng was selected as national famous brand. From 2003 and 2009, 

the enterprise was selected as Credit Rating AA Enterprise by Yubei Branch of ICBC. From 2006 to 

2009, the enterprise was rated as Credit Rating A Tax Payment Enterprise by National Tax Bureau and 

Local Tax Bureau of Chongqing City. From 2008 to 2009, the enterprise was rated as Key Industrial 

Enterprise by Yubei District Committee and District Government. From 2003 to 2007, the enterprise 

was rated as One of Top 50 Town Enterprises by Yubei District Bureau of Township Enterprise. From 

2008 to 2009, the enterprise was rated as Top 10 Enterprises of Yubei District.  

Chongqing Chicheng also displays powerful technical strength in product development. For example, 

the independently-developed stabilizer bar automatic control production system and rear axle 

assembly have been praised by Suzuki of Japan and firstly realized simultaneous development in the 

development of Changhe Beidouxing; product quality has been stable, the supply share of the 

above-mentioned two products for Beidouxing vehicle has always been over 80%. In September of 

2004, Chongqing Chicheng signed technology cooperation agreement with POSCO, which enhances 

development capacity of the company. In 2006, the company developed an automatic welding 

production line platform (8 sets in total) by investment of RMB17 million Yuan. The platform solved 

quality stability problem of key performance parts, and had won the acceptance of Suzuki of Japan 

and Chang'an Ford. The company officially started ERP in October of 2005, marking another progress 

of the company in the management of logistics and production plan.  

Since 2006, Chongqing Chicheng has begun to adjust industrial structure, optimize market, increase 
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supporting shares in international brands such as Ford and Toyota, and develop from the production of 

original single chassis part to the direction of covering parts, door fastener and oil tank. From 2006 to 

2009, the company had totally invested RMB 110 million Yuan to increase three production lines for 

large body covering parts of auto door sides, two production lines of auto door fastener and one 

production line of oil tank. Now, the company has been developed to the largest and most powerful 

manufacturer producing auto door and door sides and the professional manufacturer producing front 

and rear bracket for sedan. The company has municipal technical center and relatively perfect 

experiment testing room.  

Based on gradually complete modern enterprise management and people-oriented management 

concept, Chongqing Chicheng has been constructed to a modern industrial enterprise with harmony, 

progress and strong competitiveness.  

5.3.4 Enterprise brand construction and development path 

As memorized by chairman of the board (QI Shou-zhu), the enterprise was Chongqing Motor 

Manufacturing Plant before reform and opening up. The management mode is cooperation plant and 

main products are motorcycles and tricycles. At the beginning of the reform and opening up, the 

enterprise was facing urban reform and the tough process from military products to civilian products, 

which made the enterprise in deficit from 1980 to 1983. The shortage of fund made the enterprise 

collapse in a short time. Later, the government of Chongqing City incorporated partial land and 

workshop to another state-owned enterprise. QI Shou-zhu reestablished Chongqing Household 

Appliance Manufacturing Plant with the rest employees and the debt of RMB 500,000 Yuan. At that 

time, QI Shou-zhu had realized that the intensity of enterprise reform must be great and an enterprise 

must have its own brand and core technology; only independent innovation can make sustainable 

development of an enterprise possible. Business success at the later stage made QI Shou-zhu firmly 

believe in this.  

Opportunity is always left to the person who is ready. After enterprise was restructured to Chongqing 

Chicheng Light-duty Auto Parts Co., Ltd, QI Shou-zhu took reaching or even surpassing requirements 

of customers as quality policy of the enterprise, and became the supplier of Chang'an Automobile by 

several years' experience in production technology. Smooth development of products at later stage not 

only moved all employees, but also indicated the enterprise's integrity and achieved brand publicity.  

In early 1980s, people's opinion on brand was totally different from that of today. At that time, five 

famous enterprises in Chongqing were called five golden flowers, but none of them develop up to now. 

These enterprises failed to follow the development of era. Their so-called brand was not real brand, 

but the title and name awarded by the government. They didn't have their own core technology, 
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management and innovation team, and they were only satisfied with that condition, thus the five 

enterprises collapsed one after another. This is also true for modern enterprises that will not stand in 

fierce market competition without real independent innovation. Brand doesn't refer to economic scale 

either, just like iPhone brand which has been established through its advancement and superiority. 

Famous brand of Chongqing Chicheng doesn't mean that the enterprise has high-end core technical 

capacity, but symbolizes the coexistence of market share and enterprise integrity. However, Chicheng 

is also planning to invest and establish research and development center of self-owned brand.  

Finished automobile enterprises always adopt bidding to finally determine suppliers. They select the 

supplier offering the lowest price as partner on the premise of guaranteeing quality of parts through 

multiple competitions among suppliers. In such supplier relationship, the relation between supply and 

demand is temporary or short cooperation, and competition is more than cooperation. Due to the lack 

of cooperation and coordination, there are quite a few disputes over trifles; as enterprises waste too 

much time on small things, they don't have more time to make long predication and plan. Insufficient 

cooperation between parts suppliers and finished automobile enterprises increases the uncertainty in 

operation; meanwhile, transaction risk between the two sides also increases. Finished automobile 

enterprises miss numerous opportunities to perfect products and improve technical content of products 

due to this reason. What's more, trust between enterprises and suppliers will inevitably be broken. 

Therefore, long-term stable customer cooperation relationship is a significant factor for brand 

construction. When deputy general manager was asked about enterprise brand construction and 

development path, he said that "Chang'an is a significant customer of Chicheng. Nearly three-decade 

cooperation with Chang'an facilitates the reputation of Chinese famous brand of Chicheng. In recent 

years, the enterprise is also getting closer to joint-stock brands and customers, such as the 

development of Sichuan FAW Toyota, Chang'an Ford and Chang'an Suzuki. Chang'an Ford 

established factory in Chongqing in 2007. It has extremely strict requirements on suppliers in respect 

of visibility of production site, production capacity, quality control and new product development as 

well as product delivery matters. Upon approval evaluation by Chang'an Ford, Chicheng finally 

entered the supporting system of Chang'an Ford after continuous rectification and reform." 

Stable quality management system beyond expectation is a key factor to guarantee brand construction 

of the enterprise. Since its establishment, not a single grave quality accident has occurred in 

Chongqing Chicheng. In product delivery, although the delivery rate cannot reach 100% due to 

objective reasons, the enterprise adopts air transport, stock and other ways to satisfy customers. At the 

later stage, the enterprise will implement performance assessment on each department for exceeded 

transportation fee and analyze the reason to avoid another occurrence; in addition, the enterprise also 

makes strict evaluation on suppliers. There has not been production suspension event caused by raw 
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material shortage up to now. 

Reasonable selection of suppliers will directly promote automobile production to reduce cost, increase 

enterprise flexibility and improve enterprise competitiveness. Finished automobile factories used to 

take too many subjective elements to select and evaluate suppliers or even determine suppliers 

according to impression on them. There were personal subjective elements in selection of suppliers. 

Selection standards of suppliers were not comprehensive and most were concentrated in a certain 

aspect of evaluation factors. Now finished automobile factories have established a comprehensive 

supplier evaluation index system, which can make comprehensive, specific and objective evaluation 

on suppliers; the evaluation contents include product quality, price, delivery timeliness, environmental 

protection, staff stability, management quality, technical innovation, cooperative research and 

development and large-scale production capacity.  

In environmental protection, drainage system of Chongqing Chicheng has reached the standard of 

Environmental Protection Bureau of Chongqing after rectification and reform carried out in 2011. Due 

to close distance to community, the enterprise has adopted sound isolation device for noise in stamping 

workshop, and the enterprise has never been complained by residents; in work-related injury safety, 

the enterprise also has adopted safety protection measures, and there is no grave safety accident; in fire 

management, the enterprise also has complete device. Environment, health and safety are not only 

social responsibilities, but also the foothold of brand. 

In addition, Chicheng is also planning to establish a research and development center of self-owned 

brand. When customers' requirements are increasing, it is expected that the enterprise will introduce 

more smart production equipment to improve productivity and ensure consistency of products. Now 

the enterprise has put all automatic welding robots into use, and there has been obvious outcome. 

There will be no innovation without research and development, and customers' reliance and coherence 

will be lost without innovation.  

In recent years, the enterprise has made quite a few investments in brand construction. Chongqing 

Famous Brand and Chinese Famous Brand represent the recognition of customers of finished 

automobile factory and the State on Chicheng brand. In the foundation of meeting national laws and 

rules, Chongqing Chicheng continuously attracts customers' new projects by improving design and 

research and development capacity of technical staff and reducing procurement cost, and it focuses on 

customers to improve product and service quality, construct brand, promote sustainable development 

and improve market competitiveness.  

An enterprise can only develop and maintain brand based on the sustainable development capacity. At 

the earlier stage, senior management team of Chongqing Chicheng has recognized the importance of 
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brand to its sustainable development. When the enterprise was just established in 1984, it began to 

construct brand. When the enterprise began to manufacture auto parts for Chang'an Automobile, the 

enterprise registered the trademark of Chicheng. In 2009, Chongqing Famous Brand applied by 

Chicheng was approved; later, it took the enterprise three years to win Chinese Famous Brand in 2013. 

In auto spare parts industry, company brand doesn't need numerous advertising-type publicities; 

Chongqing Chicheng is an excellent supplier of many customers, thus it can be seen that Chicheng is 

highly recognized by customers, which is also a good publicity for the enterprise.  

5.3.5 Core concept of business continuity management 

China has the dream of China and an enterprise has the dream of an enterprise. It is necessary to have 

one's own idea and strategic deployment for the realization of their dream. QI Shou-zhu also has his 

own dream. He hopes the enterprise will be larger and stronger and on the track of sustainable 

development. Persistence only is insufficient. The life of a drop of water can only be extended after it 

is blended in the ocean. An enterprise must carry out technical innovation and management innovation, 

investigate market in a long-term view and closely follow the development of society to integrate into 

the market.  

A troop without military culture is a troop without fighting capacity. So is an enterprise. Construction 

of enterprise culture is very important and it is the inexhaustible force driving development of 

enterprise. Enterprise culture can improve the overall quality of staff, unify the value of employees, 

gather the sense of belonging of employees, enhance the responsibility of employees, give employees 

the sense of honor and realize their sense of achievement. The prosperity of an enterprise decides the 

existence of each company's employees. Employees will feel proud and make progress more actively 

if the enterprise is prosperous; the higher the sense of honor is, the more obvious the sense of 

achievement will be.  

In recent years, the rising of e-business has attracted attention of the State. The enterprise hopes the 

State to increase emphasis on the real economy while paying attention to e-commerce so as to give 

enterprises a hand, and enterprises will execute policies of the Party and the State and develop in a 

stable and ordered way. As said by deputy general manager of the company: Persistence and 

improvement is core concept of enterprise development, which is also the quality policy of Chongqing 

Chicheng. In fierce market competition and under the environment in which customers’ requirements 

are increasing, enterprises must shorten development cycle, reduce procurement cost of raw materials 

and win customers through advantage of price, service and product quality. Meanwhile, production 

department of enterprise should improve productivity to make production capacity of enterprise reach 
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saturation condition; moreover, this department should guarantee production safety and try to avoid 

occurrence of safety accident.   

For over 30 years, Chongqing Chicheng optimizes production processing and satisfies special 

requirements of customers according to market demand based on the introduction of senior 

management talents. At the same time, the enterprise optimizes employees' salary treatment, arranges 

employees to investigate abroad, helps employees carry out further learning and even solves catering 

and accommodation for employees, which not only reduce mobility ratio of employees, but also help 

the enterprise to realize stable sustainable development.   

In terms of finance, no event like public relation has ever occurred in the company. Financial director 

said: “There may be some normal business communications with tax and government subsidiary 

projects in finance; the enterprise keeps a long-term and mutual trust relation with banks; the public 

relation event may occur in sales department. In 2011, cash flow of Chongqing Chicheng became 

critical because the enterprise made fixed assets investment of RMB40 million Yuan. Chongqing ICBC 

approved high loan for the enterprise after making feasibility report analysis on Chicheng's project. It 

would be difficult for the enterprise to overcome this financial risk without bank's support and 

assistance at that time. Now, both financial receivables and payables are normal. Tax Bureau of Yubei 

District of Chongqing carries out random inspection by variable interval on part of enterprises, but 

Chicheng is Credit Rating A Tax Payment Enterprise of Chongqing City, therefore, the enterprise is 

exempted from tax inspection according to regular procedures. But it may also be within the scope of 

random inspection carried out by tax bureau. National tax department carried out random inspection 

on finance and tax affairs of the enterprise in 2013.” 

Environmental protection is the foundation of enterprise development. In terms of environmental 

protection, Chicheng has great investment in recent years. Of course, the enterprise also attaches great 

importance to environmental protection. Sewage treatment station of Chongqing Chicheng has reached 

the standard and the station has won praises of environmental protection department. Equipment 

reducing noise in stamping workshop doesn't cause noise disturbance to surrounding residents; dust 

control unit in welding workshop creates for workers a health working environment. In terms of fire 

control device and safety accident, the enterprise never slacks for a moment! Up to now, there has 

never been any negative report on the enterprise. 

Chongqing introduced lots of production equipment in 2007 and began to transform to produce parts 

of auto body and door. The enterprise takes stable strategic deployment to continuously develop new 

customers and attract new projects. In 2011, automatic production was realized in stamping and 

welding workshop. Satisfying customers' demand and constructing team cohesiveness with the 
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greatest efforts is core concept for development of Chongqing Chicheng. Important factor of 

sustainable development mainly lies in the stability of management team. In terms of performance 

evaluation, different performance appraisal methods are executed for different departments. Appraisal 

is carried out from assured supply, quality and safety of production. Seen from current development 

status, internal management of Chongqing Chicheng needs further enhancement.  

Quit rate of core management team is low. Quit and mobility rate of other workers is normal. In recent 

years, overall labor cost is high in Chongqing city due to continuous increase of national price of 

commodities. Control of cost is a large problem in front of Chicheng in recent years. In terms of 

sustainable development, the enterprise should strengthen employee training degree and search for 

better method to improve its management mode. This is also the key development direction of 

Chongqing Chicheng in the future.  

5.3.6 Relationship between brand and sustainable development 

Brand and sustainable development supplement each other. Sustainable development cannot be 

separated from brand construction and innovation of technology and management; quality guarantee 

and enterprise integrity are important for brand construction; however, stability of core leaders and 

employees of enterprise is more important. Brand feature of Chinese SME manufacturers is mainly 

quality problem. There are substantial products in real economy, and the benchmark measuring 

product is quality. Many SME manufacturers in China overlook product quality to reduce cost and 

increase profit. It is impossible for such enterprises to have long and stable development. Chinese 

economic transition brings larger development space for SEM manufacturers of China. When the 

market is developing, SME enterprises manufacturing low-end products with low technical capacity 

will be eliminated. The Chinese government should make favorable taxation policies to promote 

development of SMEs.  

Scale of Chinese SME manufacturers is small and such enterprises fail to pay enough attention to 

brand development. Their life cycle is normally two - three years or even shorter. This kind of 

enterprises should improve management mode and team cohesiveness. While Chinese economic 

transition brings development space to SME manufacturers, part of them are eliminated by the market. 

Development of manufacturing industry brings workers jobs. The Chinese government should loosen 

policy and give more tax preferences to entity enterprises.  

When asked the problems and challenges faced by the enterprise, QI Shou-zhu, the chairman of board 

of the enterprise said in this way, "the problem Chongqing Chicheng faces now is the same as that of 

parts suppliers. First, upstream and downstream enterprises on supply chain lack communication and 

cooperation. We don't know the sales condition and sales speed of finished automobile enterprises or 
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their order time; we can only organize production and prepare goods based on our subjective 

judgment. Similarly, finished automobile enterprises don't know our stock condition or whether we are 

able to guarantee prompt supply. Information can't be shared and channel transparency is low, which 

increases uncertainty of supply channel and operation risk faced by each enterprise; all enterprises 

tend to increase stock, which leads to the increase of stock cost and high level of logistics cost. When 

each link of supply chain is increasing stock, product overstock will be caused; fund is inappropriately 

occupied, causing low operation efficiency of the whole supply chain. Second, parts manufacturers are 

always in passive position when they have technical communications with finished automobile 

factories. Generally, parts enterprises process according to drawings designed by finished automobile 

enterprises; parts enterprises seldom have the chance or ability to output manufacturing and design 

technology to finished automobile enterprises and finished automobile factories cannot fully 

understand production technology and service capacity of suppliers, which lead to information 

inconsistence. This is the difference of cooperation concept such as synchronous design and early 

participation between China and foreign countries. This kind of unidirectional technical 

communication way is not beneficial for improvement of design technology of finished automobile and 

causes various difficulties and uncertainties to finished automobile factories in product improvement 

and innovation; meanwhile, the situation is not beneficial for accumulation and release of design 

technology of parts. However, with continuous development and perfectness of Chinese market 

economy, more parts with new technology and stronger competitiveness appear. Doing business with 

suppliers with this kind of advantage is beneficial for finished automobile factories to adopt more 

reasonable strategies to organize production; however, development of such suppliers has great 

uncertainty. Finished automobile enterprises must conduct prompt strategy adjustment if they try to 

accurately develop these potential suppliers." 
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5.3.7 Theoretical framework implications 

Figure 14: Chongqing Chicheng theoretical model (word frequency) 

 

Source: Author’s analysis 

Case of Chongqing Chicheng demonstrates that an enterprise can realize sustainable development if it 

owns enterprise brand and core technology, among which the important variable factor is brand 

competitiveness. Factors influencing brand include quality, customer, market and integrity. As said by 

interviewee, Chongqing Chicheng takes reaching or even surpassing requirements of customers as 

quality policy of the enterprise, and became the qualified supplier of Chang'an Automobile through 

several years' experience in production technology. Smooth development of products at later stage not 

only moved all employees, but also indicated the enterprise's integrity and achieved brand publicity. 

Superior quality is the life of brand and poor quality brand will inevitably collapse. Supporting part in 

automobile industry and brand recognition of SME manufacturers, are not only the symbol of 

qualified suppliers, but also the recognition on stable quality and technical capacity. Stable quality 

management system beyond expectation is a key factor to guarantee brand construction of the 

enterprise. 

Development of Chinese automobile industry also drives fast development and growth of a large batch 

of auto parts enterprises. There will be no leading parts manufacturers if there is no powerful 

automobile industry strength; similarly, even if automobile industry scale is large, it won't have 

sustainable growth force without powerful support from parts suppliers. We discovered in the 
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interview that the situation of auto parts enterprises with self-owned brands in our country is 

fragmentary, scattered and disordered. Their general strength is weak. Especially in core and key parts, 

they have insufficient competitiveness, thus there is an urgent need for supply chain integration of 

parts enterprises. Chairman of the board of Chongqing Chicheng expressed in the interview that 

"automobile industry has its own particularity. Equipment and materials needed for production, i.e., 

auto parts, are various. As for most manufacturers, their self-production ratio is generally under 40%, 

which means that the outsourcing rate reaches over 60%. Performance of suppliers has increasing 

influence on auto manufacturing enterprises in respect of price, delivery, quality, lead time, stock and 

design.30% of quality problems and 80% of delivery problems in auto manufacturing industry are 

caused by suppliers. In the upstream of auto industry, procurement cost has occupied most ratio of 

enterprise's general expenditure. According to statistics, 70% of total cost of an automobile comes 

from auto parts. If procurement cost can be reduced by 1%, the profit will increase 5% to 10%; 1% 

sales increase can only improve 1% profit. It is easier to increase profit by reducing procurement 

cost." Therefore, long-term stable cooperation relation between auto parts supply chain and finished 

automobile factory is one significant factor for auto brand construction and sustainable development 

of the industry.  

In the case of Chongqing Chicheng, we also discovered that the core technology of the enterprise 

influences brand competitiveness and sustainable development. Factors influencing core technology of 

auto parts manufacturers include product, technology, innovation and research and development. As 

for auto parts, in addition to quality and technology, the most important thing is the response speed 

and ability of supply chain. Supplier management plays a role in enhancing visibility and 

responsiveness in upstream supply chain of auto industry and brings larger benefit for upstream 

business operation. It is beneficial for productivity improvement of upstream business operation of 

auto supply chain, increase of visibility and continuous improvement ability in supply chain and 

reduction of stock and cost as well as optimization of supply distribution through rationalization of 

suppliers and materials; it is available to reduce cheat risk and guarantee procurement quality through 

data of supplier performance and quality; it is available to reduce stock-out risk through reliable 

supply guarantee, maximize purchasing capacity, improve the utilization of universal parts and finally 

reduce total cost of enterprise.  

In addition, large Chinese parts manufacturers often provide supporting services for certain large-scale 

finished automobile manufacturers. These large parts manufacturers have strong finance strength and 

independent research and development capacity, and the products produced by them have certain 

technical content. The relation between these large parts manufacturers and large enterprises served by 

them is production by order contract. Generally, they have not participated in the earlier research and 
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development and later production and operation of finished automobile factories, or improved the 

relation to strategic alliance level and integrated the relation with the thought of supply chain 

management. The relation is just a simple one between suppliers and manufacturers. In the case of 

Chongqing Chicheng, we discovered that the enterprise fully participated in the earlier technical 

research and development and later product development debugging of parts design of finished 

automobile factory. In the background of integrated supply chain, product competition is not only 

competition among enterprises, but also the competition of supply chain. Supplier's participation in 

product design and development is beneficial for realizing competitive advantage of supply chain and 

increasing sensitivity of supply chain, which improve competitiveness of product development process. 

Specific advantages include: (1) Shorten product development cycle. Statistics result showed that the 

development time of product development project with participation of suppliers at the earlier stage 

can be shortened by over 30%. (2) Reduce development costs. Professional advantage of suppliers can 

provide product development design of better performance, lower cost and stronger universality. (3) 

Improve product quality. Professional level of suppliers provides more reliable parts, which can 

improve performance of the entire product. Meanwhile, due to the increase of parts reliability, quality 

instability caused by design change can be avoided.  

Seen from the overall competition environment of market, the relation between core enterprise and 

supplier based on supply chain environment is a kind of strategic supply chain partner relation, a kind 

of agreement relation to share information, risk and profit in a certain period and a symbiotic relation 

of interdependence. It emphasizes solving joint problem through joint efforts and plan, as well as 

mutual trust and cooperation. Starting from optimization of supply chain performance, the two sides 

jointly explore market through integration of resources and competitive advantages to expand market 

demand and share, and reduce high cost of product of earlier stage and finally realize win-win 

situation. Under such relation, factors required to be considered for selection of suppliers is not price 

only. Suppliers who can provide sound cooperation in superior service, technical innovation and 

product design should be mainly selected. 

Factors influencing brand competitiveness include supply chain capacity and brand reputation. In auto 

parts industry, brand competitiveness demonstrates the competitiveness of supply chain; recognition 

on supply chain capacity of upstream and downstream enterprises in the industry can be demonstrated 

from brand reputation of the supplier. The form of brand (trademark) reputation is from functional 

value of the product and supported by superior cost-performance ratio and supply chain capacity. Due 

to accumulation of brand reputation, the enterprise has comparative advantages in cooperation and 

price negotiation. In the interview, we discovered that the supply chain capacity of Chinese auto parts 

industry has realized qualitative development in the last decade. In addition to satisfying market 
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demand with production capacity, lots of auto parts manufacturers have the research and development, 

design and manufacturing capacity of independent technology; moreover, important parts are exported 

to various countries and the mature industrial chain is gradually formed.  

At last, factors influencing sustainable development of auto parts manufacturing industry include 

management, staff, cost, environmental protection and team, etc. When Chinese automobile market is 

gradually opened completely, international famous finished automobile manufacturers and their 

suppliers are entering China one after another. As mark of stepping into WTO post-transition period, 

industrial experts said that the Chinese government has cancelled automobile quota and license 

management since January 1 of 2005. Import tariff of automobiles was reduced to 30% and auto parts 

tax was reduced to 13%. By July 1 of 2006, Chinese automobile tariff was reduced to 25% and 

average tariff of parts was reduced to 10%. Chinese automobile enterprises would undoubtedly face 

extremely fierce comprehensive competition. Observing operation mode of international automobile 

industry, sound supplier management system has become the base of competition. Describe in the 

language of supply chain management: What an enterprise faces is not only competition among 

enterprises, but also competition among enterprise groups or competition between one supply chain 

and another. Strategy of enterprise management reform is transformed from optimization of internal 

resources to full use of social resources to construct supply chain system, simultaneously respond to 

customers' need, win with speed and realize the strategic transfer from sole enterprise competition to 

supply chain competition. Supplier management is a significant link in enterprise supply chain strategy, 

and it has a direct influence on cash flow situation, logistics quality, logistics time control and product 

cost of manufacturing, distribution and delivery links. Therefore, we also discovered in the case of 

Chongqing Chicheng that the enterprise emphasizes coordination degree of supply chain of finished 

automobile manufacturers; the enterprise actively promotes management innovation, including 

simplification and flattening of procedures, introduction of senior management talents, stability of 

management team and improvement of management mode and team cohesiveness.  

The company carried out share reform in 2000. It decided to quantify the transferred paid-in capital 

RMB20.363 million Yuan, including capital reserve RMB11.7 million Yuan and surplus reserve 

RMB8.663 million Yuan to all employees according to regulations. Improving stability of employees 

through share reform has become a trend to keep core employees and attract excellent talents. We 

discovered during interview and on-site investigation that Chongqing Chicheng has established a kind 

of enterprise culture featured by harmony, easiness, fairness, equality, progress and unity. Management 

level and employees have strong cohesiveness. They have overcome lots of operation and production 

difficulties in sound team atmosphere. In communication, we discovered the mobility rate of 

employees at all levels is low and they are working in good metal status. Therefore, managers should 
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try their best to create such kind of culture atmosphere. A team can only have cohesiveness and an 

enterprise can only realize sustainable development with such atmosphere. During communication 

with employees, the author also discovered that the leader (chairman of the board) has personality 

charm and has always been improving management level. Management level of a leader determines 

the development of a company to a large extent. Similarly, personality charm and management style of 

a leader also greatly influence employees' working enthusiasm and team stability.  

5.4 Chongqing Kingway Ceramics Co., Ltd. (Kingway) 

Chongqing Kingway is the enterprise established by the author's EDBA classmate of 2014 Class. To 

ensure quality of the interview, the author specially invited EDBA classmate Jack WOO to perform the 

interview and help recording and organizing contents of the case interview. The following contents 

were mainly discussed and organized by the author and Jack WOO together. In order to ensure that 

interviewees could have enough freedom to express opinions, friends of the author (the founder and 

head of the case enterprise) would not participate in any interview of the case. The interview with 

ZHANG Min was carried out independently. 

Enterprise observation and interview of Chongqing Kingway were carried out on July 25, 2015. 

Before interview, the author and Jack WOO jointly made an outline of interview and discussed the 

data required to be collected. At the same time, the author also informed each interviewee of the 

purpose and requirements of academic research interview through ZHANG Min and ensured that the 

interview would not involve assessment and business secrets, hoping everyone to express viewpoints 

adequately. ZHANG Min was not involved in the process of interview, thus the interviewees could 

adequately express their thoughts and viewpoints in the natural condition without pressure and 

concerns. Interviewees were basically middle-level managements, and had more than six years' work 

experience in individual case enterprise. 

Table 11: Personal Information List of Kingway Respondents 

Name 
Education 

Background · Major 

Years of 

Working 

Length of 

Service in the 

Company 

Department · Position 

CHEN Yong College 25 6 

Administration 

Department/Deputy 

General Manager 

OU Wu-lian College/Marketing 13 10 
Director of Marketing 

Center 

CHEN Jin College/Chemical 30 22 
General Manager of 

International Department  

XIONG Yue-bing Undergraduate 21 21 Manager of Production 
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Department  

ZHANG Ji-yi MBA 21 21 General Manager 

ZHANG Min Graduate 25 25 Chairman of the Board 

WANG Chun-fang College 21 21 
Manager of Quality 

Department  

Source: Author’s analysis 

5.4.1 Market analysis on ceramic industry of China 

Profile of Chinese household ceramics market: 

Ceramic product is one of the great contributions of China to human civilization. In recent ten years, 

with the deepening of reform, especially the gradually rising of private enterprises, the mass 

production of ceramic products in China has returned to the rapid development stage and maintains a 

relatively high growth rate. Although China has become the world's largest ceramic producer and 

exporter, the overall level of our ceramic industry at present is relatively low: one reason is that 

technology and equipment have not reached the world's most advanced level and the second reason is 

that the consciousness to build brand in the international market was lacked during the development of 

ceramic industry in China for a long time in the past. The construction of national brand is a key to 

develop ceramic industry in the future. 

In 2012, the gross output value of national household ceramics was RMB94 billion Yuan and the total 

output were 33 billion pieces, accounting for more than 62% of total world production; the total value 

of exports was USD7.002 billion and the total value of imports was USD280 million, accounting for 

30% of total world trade volume of household ceramics. In 2013, the total output of national 

household ceramics was 37.5 billion pieces. As indicated by statistics, the market size and growth rate 

of household ceramic industry in China from 2010 to 2013 were as follows: 
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Figure 15: Market Size and Growth Rate of Household Ceramic Industry in China 

 

Data source: http://www.chyxx.com 

Serious homogeneity of ceramic products and high concentration of manufacturers' sales market lead 

to intense competition of market. In order to improve the sales volume and market share, ceramic 

enterprises even reduce prices for small profits but high turnover. For ceramic market, both internal 

and external troubles exist this year. Production capacity is excess, added value of products is low, 

international competitiveness is not strong, profit is thin and multiple anti-dumping investigations 

have been carried out. Facing such a predicament, where is the way out for ceramic industry in the 

future? 

Internal troubles: Excess production capacity and thin profit 

With constant expansion of ceramic enterprises, continuous extension of production lines and increase 

of total production, the production capacity is excess seriously and imbalance occurs between supply 

and demand. In fact, China is a big but not a powerful country in the production of ceramics. Products 

are mainly in medium-high grade. The added value is relatively low and the selling price in 

international market is not high. As introduced, when a ceramic mug of USD0.7 is exported to 

European Union, the sales price is about USD3.5, while the profit of domestic enterprise is only 

USD0.1. Large part of profit is obtained by foreign distributors. Excluding freight and other costs in 

total of about USD1.5, the actual profit is more than USD1 which is 10 times of profit obtained by 

production enterprise of China. 

As pointed out by insiders, the thin profit of ceramic enterprises in China is mainly caused by high 

Market size 

(hundred-mill
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cost and relatively cheap sales price. One of the important reasons refers to the fierce market 

competition. Serious homogeneity of ceramic products and high concentration of manufacturers' sales 

market lead to intense competition of market. In order to improve the sales volume and market share, 

ceramic enterprises even reduce prices for small profits but high turnover. Such phenomenon leads to 

generally thin profit of the industry. As analyzed by insiders, "price rising of upstream raw materials 

is one of the reasons for thin profit of ceramic enterprises". In addition, the issuance of real estate 

regulation policy of China also aggravates the excess production capacity of ceramic industry. 

Macro-regulation of real estate limits the growth of market demand and makes it difficult to raise price 

due to fierce competition of price. 

External troubles: Multiple anti-dumping investigations 

As indicated by data disclosed by China Ceramics Industrial Association, China has become the 

largest producer of household ceramics, with output accounting for 70% of the world production. In 

addition, the market share of China's household ceramics in European Union has been close to 50%, 

thus China is the first major country to export household ceramics to European Union. As indicated by 

statistics of China Ceramics Industrial Association, the cumulative amount of kitchenware exported 

from China to European Union last year exceeded USD700 million. 

Notice of European Union About Anti-dumping Investigation on Ceramic Kitchenware of China 

recently released by European Commission announced to start anti-dumping investigations on ceramic 

tableware and kitchenware exported from China to European Union. Previously in September of 2011, 

European Union made a final decision to the anti-dumping case regarding ceramic tiles of China. 69.7% 

of punitive tariffs would be levied and the valid period was five years which could be extended as 

appropriate. This was an anti-dumping case in ceramic industry of China with the widest influence and 

involving the largest amount. The involved amount was up to USD700 and the number of involved 

enterprises was over 2000. In fact, this was not the first anti-dumping case faced by ceramic industry. 

As indicated by the Ministry of Commerce, KADI also disclosed the final decision of anti-dumping 

investigation on ceramic tableware products of China at the beginning of this year and proposed to 

levy 87% of anti-dumping duties on the above-mentioned products. It was the first anti-dumping case 

encountered by ceramic industry this year. As said by insiders, "European Union will carry out 

anti-dumping investigations on ceramics tableware and kitchenware of China. During the 

investigation, the export volume and amount of ceramics in China will be reduced". However, at the 

same time, the anti-dumping investigation this time was good for the long-term development of 

ceramic industry in China. 

Future development trend of the industry 
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With the development of economy and the improvement of living standards, consumers' demand for 

household ceramic products will change to a certain extent in the future, mainly embodied in the 

following aspects: 

 (1) Consumption will be high-end, healthy and upgraded in environmental protection 

As people's awareness on safety, health and environmental protection is increasing, consumers' 

demand for ceramic products in contact with food is not only simply economical and practical, high 

quality, beautiful appearance, low lead, cadmium release and good thermal stability will become the 

important reference indexes of ceramic products. The market demand for high quality household 

ceramics will further increase 

In order to meet the higher and higher consumption demand of customers, large manufacturers of 

household ceramics will launch newly designed products every quarter. The products will be 

developed in the direction of health, green, environmental protection and high quality. Catering 

porcelains used in restaurants and hotels are also upgraded in a high rate. With constantly development 

of economy, and continuous improvement of people's income level and consumption ability, 

especially the rapid development of tourism and catering industry, the household ceramics market in 

China will maintain such good situation of quantity and quality in the future. The consumption 

upgrade feature of household ceramics will be more obvious, too. 

 (2) Diversified and personalized trend of demand 

As consumers are different in living standards, cultural background and art appreciation degree, their 

demands for products are not identical, too. Therefore, the production and sales of single variety on 

the market is difficult to meet the needs of different consumers. Household ceramics will present 

series of significant changes in the future. Products will be mainly featured by high quality, complete 

functions, more designs and colors and novel modeling, that is to say that the products will be 

developed in the trend of diversification. Ceramic production enterprises meet consumers' 

personalized, artistic and diversified demands for special ceramic products through excellent 

decorative pattern design, color collocation, decoration materials and modeling design as well as 

profound cultural background to give consumers high-grade spiritual life enjoyment beyond physical 

significance. In the future, the demand for personalized household ceramic products in China will rise 

continuously. High-quality household ceramics will become the items of high-end people for gift, 

memory and collection.  

 (3) Branding trend of operation 
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In the international market of household ceramics, Royal Doulton of Britain, Noritake of Japan, 

Villeroy & Boch of France and Hayiland of France are all international famous brands. The formation 

of them has a long historical and cultural background, and they always stick to the way of best quality. 

With the continuous acceleration of internationalization of Chinese ceramic enterprises and unceasing 

enhancement of product technology level in recent years, the brand construction of ceramic enterprises 

is also increasingly urgent. Through brand construction, ceramic enterprises gradually change from 

product output to brand output, and then continuously improve the added value of products and market 

competitiveness. In the future, only enterprises with distinguished features, uniformity and stability 

and profound brand culture can have a sustainable development way.  

As said by insiders, "the current ceramic enterprises lack of capacity for independent innovation and 

their international competitiveness is not strong." To a certain extent, this may be beneficial to China 

to continuously improve management and operation of ceramics, improve product quality and market 

transparency. If there is no problem in the ceramic industry of China upon investigation of European 

Union, it will be extremely helpful to the export of our ceramic products and kitchenware, and 

conducive to the export of ceramic industry. In the future, it is necessary to improve the technical level, 

increase research and development strength, and constantly introduce diversified and personalized 

high-quality products in the ceramic industry of China to occupy the market by product quality. In 

addition, ceramic enterprises should develop new market to avoid highly concentrated competition of 

the industry, and have differentiated competition both in products and channels to enhance market 

competitiveness and occupy the market. 

Data source: http://www.chyxx.com 

5.4.2 Company history and operation 

Kingway Ceramics is a company limited by shares and restructured from CHN&CHN Ceramics 

(formerly called Siu Fung Ceramics) according to modern enterprise system. It is mainly engaged in 

the design, manufacturing and distribution of high-grade ceramic liquor bottle and top-grade 

household ceramics. The production capacity is up to 80 million pieces and the company can provide 

five kinds of porcelains at the same time: high-grade hard porcelain, durable porcelain, lead-free and 

fine bone china, super hard porcelain and fine stoneware; the products are selected as state banquet 

porcelain, national present porcelain, national emblem porcelain specially used by embassy and 

consulate in foreign countries, porcelain specially used in the Ministry of Railways and porcelain 

specially used in Ziguangge of Zhongnanhai. 

The company introduces the world's most advanced ceramic production equipment from Germany, 

aggregates a number of world’s leading technologies, owns more than 60 national patents and carries 



   

180 

out all-round implementation of CIMS (computer integrated manufacturing and management system) 

application engineering. Perfect quality assurance system: as healthy and new porcelains, the products 

have obtained ISO9001-2000 and international product quality certification of SGS (world 

authentication institution of quality standard), and conform to the sanitary standard of United States 

Food and Drug Administration (FDA) and GB/T3532-95, the standard for high-grade household 

ceramics in China . 

Domestic strategic partners include famous enterprises such as Langjiu, Jiannanchun, Wuliangye, 

Moutai, Tuopai, Swellfun, Xifeng, Daohuaxiang and Gujinggong, etc.; the company specially provides 

national emblem porcelain for national banquet in the Great Hall of the People, Diaoyutai, 

Zhongnanhai and embassy in foreign countries, and it is the designated supply factory of such 

international five-star hotel chains as Marriott, Intercontinental, Hilton and Kempinski; international 

partners include international famous brands such as ONEIDA and Libbey of the United States, Yaly 

and GUZZINI of Italy, Berghoff and DISTO of Belgium and PIK of Russia. 

In addition, with the artist on the table and the expert in hotel supplies as the goal, the company 

provides the one-stop full service of furniture, glassware, linen, kitchen supplies and other household 

and hotel supplies. Service fields of the company include: household supplies, hotel supplies, kitchen 

supplies, porcelains for aviation use and high-grade porcelains for packaging container such as 

high-grade ceramic liquor bottle, top-grade gifts and works of art, etc. 

The company has built global service network through cooperation with the world's top importers, 

wholesalers and retailers; in Chinese market with huge potential, the company has established the 

nationwide sales and service channel, and created the largest exclusively-owned professional networks 

for household ceramics and hotel supplies of China, etc. 

Since established, Kingway has been leading the ceramic trend of China, and plays a leading role in 

household ceramics and ceramic liquor bottle as recognized by ceramic industry of China. 

5.4.3 Company development path 

Kingway Ceramics is a company limited by shares and restructured from Chongqing CHN&CHN 

Ceramics Co., Ltd. (formerly called Siu Fung Ceramics) according to modern enterprise system, and 

one of the famous Five Golden Flowers of Chongqing light industry in the last century. The world 

famous IKEA of Sweden has ever been the big customer of Kingway Ceramics. In addition, Kingway 

Ceramics had provided tableware for first class of foreign airlines such as British Airways and KLM. 

In 2008, the financial crisis made Kingway Ceramics mainly engaged in export business soon affected. 

Overseas market shrank greatly and overseas orders declined rapidly. Products of Kingway were 
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mainly exported and supplied to IKEA and some high-end hotels of U.S. and U.K. As recalled by 

ZHANG Min, "70% of Kingway products were exported household porcelains while domestic sales 

only accounted for 30%." At the time when global economic crisis was in the most serious state while 

Chongqing economy was still maintained in a good situation, he had felt the giant impact of the crisis, 

"the share of export orders has dropped by 60% from 70% and the production is almost stopped." 

When development of the enterprise fell into trouble, the visit of ZHANG Min in Guizhou Moutai 

factory on that very year unexpectedly discovered another broad market for Kingway Ceramics. 

In the history museum of Moutai factory, ZHANG Min found that liquor was filled in pottery pot 

instead of glass bottle in the past. Out of curiosity, he asked the head of the factory, "as the ceramic 

liquor bottle made through high-temperature firing is not only safe but also beautiful, why doesn’t the 

factory use ceramic bottles?” The answer was that ceramic bottles might leak and the sealing 

technology was not perfect. After returned to Chongqing, ZHANG Min immediately launched the 

research and development of ceramic liquor bottle, and started to solve leakage and sealing problems 

from adjustment of formula. In just a few months, the research and development team of Kingway 

Ceramics not only solved the two big problems, but also developed the mild and restraining Chinese 

red on a ceramic bottle with smooth and gentle appearance – this is the liquor bottle of Honghualang 

later. 

The innovation of Kingway Ceramics to fill liquor in exquisite ceramics exploited a big market. Since 

then, enterprises began to place orders to Kingway Ceramics in an endless stream, including 

Wuliangye, Shede and Moutai......In 2012, the sales income of Kingway Ceramics was up to RMB370 

million Yuan. Ceramic liquor bottle completely replaced overseas business of Kingway Ceramics, 

accounting for more than 70% of sales income of the company. As said by ZHANG Min, "later, some 

companies in the same industry also began to produce ceramic liquor bottle. The whole industrial 

market was developed from almost zero to RMB20 billion Yuan." Automatic grouting machine 

production line was researched and developed independently – production efficiency was improved by 

more than 3 times. 

As said by ZHANG Ji-yi, "order quantity of liquor bottles is increased rapidly, but our original 

production scale is far from being enough. Therefore, we initiated the technical transformation project 

from 2010." Now in the production workshop of Kingway Ceramics, the traditional turn-plate for 

production of pottery has been replaced by the world's most advanced ceramic production line 

introduced from Germany, and the automatic grouting production line - the process of each link such 

as slurry mixing, grouting, firing and drying... is under photoelectric control and completed 

automatically. What makes ZHANG Ji-yi feel proud most refers to that the automatic grouting 
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machine production line is unique in the world, "because this production line is designed and 

developed independently by Kingway Ceramics. In the past, each worker could only produce 128 

pieces of products every day, while after this production line was put into operation, each worker 

could produce 469 pieces every day, which not only saved production site, but also made the plant 

utilized more intensively." 

In recent years, the investment of Kingway Ceramics in research and development every year accounts 

for more than 3% of the company's sales income, which is far higher than the national average level. 

The company has obtained 8 invention patents regarding ceramic development and production 

technology, and has become the outstanding one in technical innovation and product development of 

national ceramic industry. In the bright exhibition hall of Kingway Ceramics, the ceramic exhibits with 

different patterns, shapes and functions are dizzying. As introduced by staff, the exhibited products are 

actually less than 1/10 of products of Kingway Ceramics. Every day, there are new varieties developed 

in the design room, waiting for the inspection of market. 

In order to enhance anti-risk ability of the enterprise, Kingway Ceramics begins to exert more efforts 

in the research and development of household ceramics. As indicated by ZHANG Min, "for the same 

set of bowls, we may ask our own designers to design a set of patterns and ask foreign designers to 

design a set of patterns, and then make a comparison. To truly play the role of national-level industrial 

design center, it is required to completely embody the capability of innovation and design in the 

products for consumers. To do this, it is necessary to research the preferences of consumers.” 

It is understood that in order to better interact with market terminal, from the year of 2013, Kingway 

Ceramics would establish 5 exclusive stores in the city and create a user experience zone in flagship 

store. Consumers could participate in the design of the products while purchasing products. Later, the 

exclusive stores would be expanded in the form of chain store. The number would reach 100 and the 

range will be spread all over the country. 

As said by ZHANG Min, “Kingway Ceramics will make certain innovation in marketing channels 

next year. In addition to exclusive stores, it will introduce direct sales model and e-business model to 

integrate online and offline business closely”. 

Source: Webpage of the company 

5.4.4 Enterprise brand construction and development path 

In the opinion of the manager of administration department, the company attaches great importance to 

the control of labor cost and energy consumption. Only when cost is reduced, can there be profit space 

and can the enterprise realize sustainable development in a better way. Taking ceramic liquor bottle 
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produced by Kingway Ceramics as an example, the technical content of bottle-neck process of ceramic 

liquor bottle is relatively high, and Kingway Ceramics has obtained two patents through constant 

technical research and development innovation. The price of ceramic products produced by Kingway 

is not the lowest in the industry. However, the enterprise has high popularity in such aspects as 

productivity, quality and product design in the ceramic industry. Ceramic products are produced in 

small kilns in Fujian and Zhejiang. Price is very cheap, transportation cost is low and logistics is 

convenient. In such industry, what customers regard as important is cost-performance ratio instead of 

brand effect.  

Kingway has been restructured for many times during development. From CHN&CHN Ceramics, Siu 

Fung Ceramics to Kingway, brand competitiveness played a significant influence on sustainable 

development of the enterprise. But from a legal perspective, restructuring doesn’t have great influence 

on the brand. In 2011, the sales amount was up to nearly RMB400 million Yuan, while the current 

production and sales was only about RMB100 million Yuan. The decline of total sales was not 

significantly related to enterprise brand and mainly caused by the influence of market environment. In 

recent years, the market of liquor bottle shrinks greatly. With the change of market environment, the 

enterprise is transformed and upgraded at the same time of development to achieve diversified 

development by developing different product markets. The enterprise pays much attention to the 

distribution through channels such as export, e-commerce and agent while insisting on domestic sales 

promotion. Opportunity and risk coexist. During the market competition of survival of the fittest, the 

enterprise still faces the issue of market development. Based on the principle of cost control, most 

customers will choose recyclable glass bottles. Therefore, the enterprise needs to consolidate market in 

steady development. Compared with competitors in the same industry, the quality of Kingway 

products is satisfactory based on compliance with production capacity of consumers. At present, the 

enterprise has more than 800 employees. The stability of employees promotes the quality of products, 

but brand competitiveness is insufficient. What the company's products can compete in the market is 

only price. 

The manager of domestic marketing department says: “there are 20 members in the whole marketing 

team of Kingway at present. Due to the influence of market environment, the domestic sales amount in 

2014 was about RMB100 million Yuan, while Kingway gave priority to domestic sales. The 

international trade was mainly performed through B2B and B2C, accounting for about 20% of total 

sales amount. In recent two years, Kingway persists in the way of dual-brand (CHN&CHN – liquor 

bottle, Kingway – household ceramics). The nature of ceramic products is relatively special. Although 

they are not durable consumer goods, they are not fast-moving consumer goods. When domestic 

consumers purchase household ceramic products, what they prefer is not brand. Brand is just one part 
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of the selection. While purchasing ceramic products, consumers may prefer to select design style first, 

then the price, and finally the brand.” 

Kingway has a good vision in the planning of enterprise brand. Management level of the enterprise 

also has strong brand awareness. However, due to the volatility of domestic market in recent years and 

limited profit space of household ceramic products as well as continuous increase of raw materials and 

labor cost, Kingway didn’t invest too much in brand construction. It mainly promoted products 

through some exhibitions. In later period, the enterprise will still survive in the fierce market 

competition slowly but surely and make more effective investments in brand construction and 

promotion through cost control and quality improvement. 

Household ceramic products produced by Kingway are mainly sold through supermarkets, agency and 

electronic business. In the opinion of the manager of production management department, the 

influence of brand on ceramic industry is not very great. In recent years, Kingway mainly attends trade 

fairs from place to place in respect of brand construction investment. Up to now, the enterprise 

attaches more importance to product quality and punctual delivery in the process of development. 

There have never been grave quality accidents caused by production. 

5.4.5 Core concept of business continuity management 

Kingway, when it was restructured to a private enterprise from a state-owned enterprise, it never 

thought the ceramic products manufactured by it would enter the White House and specially serve 

President Obama, or even enter Ziguangge of Zhongnanhai with seal specially used for ceramic 

products and become special tableware of leaders of the Party and the state. The enterprise which is 

even not familiar to local people in Chongqing is the largest high-end household ceramic manufacturer 

in Asia. It provides tableware for several global five-star hotels such as Marriott and Hilton, and 

monopolizes over 80% domestic high-end liquor bottle market. When people are amazed by the 

exquisite ceramic packaging of high-end liquor bottle of Langjiu Honghualang and Wuliangye, they 

will seldom think about the manufacturer making these bottles. Kingway has even won the exclusive 

right to make porcelains for leaders of Party and state in Ziguangge, Zhongnanhai, and has designed 

series of blue-and-white tableware for the Ministry of Railways, with special seal for use of the special 

train of chairman. 

In 2004, the largest business of Kingway was in overseas market instead of Chinese market. As an 

old-brand ceramic products export enterprise, Kingway has always been in a positive situation in 

which it enjoys prosperous market both in China and foreign countries. It cooperated with America’s 

best ceramic brand ONEIDA and Libbey and developed the hard porcelain two times harder than 

Chinese porcelain, which made Chinese porcelain adapt to the application of dish-washing machine in 
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American and European countries. Porcelains manufactured by Kingway were provided to several 

five-star hotels including Marriott and Hilton in the world; Kingway also cooperated with world 

furniture giant IKEA to introduce porcelains of Kingway to Europe and America, successfully 

covering the high-end, middle and low grade requirements of ceramic market. It had been engaged in 

OEM for world famous enterprises in a long term, and enjoyed high recognition in industry; however, 

it overlooked the domestic huge market and failed to have its own brand. More accurately, household 

ceramic products manufactured by Kingway was featured by wide-cross grade and various types, but 

it didn’t have a symbolic porcelain that would make people think of Kingway once mentioned.  

Over dependence on overseas market and household ceramic products had made ZHANG Min have 

the sense of crisis. Enterprise needs diversified businesses and products. ZHANG Min thought 

products of Kingway could be adjusted to high-end liquor bottle; as long as the size of bottle-neck 

could be as accurate as one tenth of a millimeter, the leakage problem of bottle-neck would be solved. 

Over half a year’s research, Lu Shangping, a porcelain master, overcame this problem together with 

industrial engineer. They researched and developed national patent for invention regarding the 

combination between porcelain bottle-neck and plastic anti-fake cover. With this patent of Kingway, 

there were also multiple inventions such as high strength, no leakage, multi-picture and multi-glazing 

colors. At the end of 2003, double-color ceramic liquor bottle designed and manufactured by Kingway 

for Shede Liquor was applied in the production line of liquor factory. With advertisement made on 

CCTV, national people were shocked by this never seen ceramic liquor bottle with double colors up 

and down — a liquor bottle that can be so elegant and graceful. 

This small pilot made Kingway realize huge prospect of manufacturing liquor bottle. When the 

enterprise was thinking about how to cooperate with more liquor brands, Wang Jun-lin, the chairman 

of the board of Langjiu Group personally visited Kingway. The year of 2003 was a significant year for 

Langjiu to get ready. Wang Jun-lin hoped to brew and pack a kind of liquor named as Honghualang 

with soy sauce aroma. This bottle of liquor should have strong fragrance and body of the bottle should 

be red favored by Chinese people who would love it once they have a glance of the bottle. 

Nevertheless, firing all-red liquor bottle was not an easy thing. This kind of red porcelain particularly 

used for sacrificial offering was not made until Xuande Period of the Ming Dynasty in Chinese 

porcelain firing history, and it was called sacrificial offering red. Emperors of all dynasties spared no 

finance to fire this kind of porcelain with agate, coral and gold and even human blood added, but the 

finished products were rare and precious. In nearly ten thousand collections in Jingdezhen Ceramics 

Museum, there are only nine and a half sacrificial offering red.  

How to transfer sacrificial offering red to liquor bottle in a large scale? ZHANG Min contacted with 
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the partner specialized in glaze in the U.K. After lots of communications through overseas calls, a 

technical team finally arrived in Chongqing in 2004. Experiment, failure and another experiment, 

foreign experts adjusted glaze formula to make ceramic stove of China adapt to imported glaze. After 

repeated experiments, the first batch of low-temperature red glaze of modern sacrificial offering red 

with resistance to high impact strength was finally produced. In the Spring Festival of 2008, Langjiu 

Honghualang could be seen in all domestic television channels. The red liquor bottle in Huang 

Jian-xiang's (spokesperson) hand attracted attentions of tremendous audiences, and it became the most 

popular advertisement in CCTV that year. One liquor bottle of Honghualang made Kingway see a new 

way out, but a giant crisis requiring Kingway's tremendous efforts to overcome was lurking.  

Zhang Ming says: “Even though the pilot in high-end liquor bottle was successful, export sales 

business still occupied production line of Kingway Ceramics. In 2007, an unparalleled financial crisis 

swept the global world. Lehman Brothers was bankrupted, the business of high-end restaurants and 

hotels shrunk sharply, the export order was nearly zero and most production lines of Kingway were 

suspended. It was better for an enterprise to fight actively than to await its doom. Kingway promptly 

adjusted production structure and accelerated steps in searching domestic high-end liquor 

manufacturers by taking advantage of the success from Shede and Honghualang. The enterprise 

launched pilot cooperation with Moutai, Wuliangye, Jiannanchun and Xifeng and other domestic giant 

liquor enterprises. Just half a year’s later, the enterprise walked out the difficult situation caused by 

global financial crisis.” 

In 2009, liquor bottle firing of Kingway had occupied 80% of domestic middle and high-end liquor 

bottle market. People in this industry would firstly think of Kingway when ceramic liquor bottle was 

mentioned. Growing domestic market made Kingway decisively gave up low-end product order from 

enterprises such as IKEA. The production portion was controlled to 30% of high-end household 

ceramics and 70% of high-end liquor bottle in export. When Kingway was focusing on its cause of 

liquor bottle, an old famous ceramic brand in Europe stretched out the tempting olive branch to 

Kingway. 

In Germany, Rosenthal, as the synonym of high-end porcelain and tableware, is the essential element 

of famous porcelains in high-end restaurants of Europe. This old famous German porcelain brand 

established in 1879 were encountering with unprecedented predicament under the influence of global 

financial crisis. It offered olive branch to four porcelain manufacturers in the world, hoping powerful 

peer enterprises to merge it, while Kingway was the only Asian porcelain manufacturer that received 

the cooperation letter. Facing great temptation, ZHANG Min answered definitely and decisively: "We 

are not familiar with local culture and law. It is not a smart decision to deicide without careful 
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consideration. Kingway will only do familiar things in familiar field. We will wait or even create each 

opportunity, but never risk!" In ZHANG Min's opinion, "doing familiar things in familiar field" is the 

way of success of Kingway.  

Kingway is steady, thoughtful and never emotional. Since its establishment in 1991, from five golden 

flowers of Chongqing light industry to giant ceramic enterprise shocking the world, Kingway 

Ceramics adjusts the time and temperature of its stove just like firing each porcelain product to deal 

with the changeable market. One detail after another built staircases for Kingway to become globally 

top porcelain and construct the ceramic empire of Kingway from placer gold and embossed gold 

technology of Wuliangye Forever Happy Jiang Flavor Style bottle in the hand of the porcelain master 

of Lu Shangping to the slogans such as "one point decides the excellent or the poor" and "no 

unqualified product should flow to the next procedure" on the wall of factory and boxes of smashed 

liquor bottle due to flaws that couldn’t be seen by naked eyes of journalists.  

It was the adjustment period of liquor industry from 2013 to 2014 and packaging industry was also in 

active adjustment and transformation. In the first half year of 2013, it is not difficult to discover from 

continuous interviews on packaging industry chains of liquor that more and more packaging design 

had been changed to improvement of product cost-performance ratio from single pursuit of high end in 

the past. As said by general manager ZHANG Ji-yi in the interview: “Kingway Ceramics pays great 

attention to industrial trend as a professional liquor bottle packaging enterprise. In case of a series of 

changes in liquor industry, packaging industry should adjust itself with more efforts in time. In the 

opinion of ZHANG Ji-yi, more enterprises will strengthen investment in medium-priced products and 

medium price may become a new growth point in liquor market.” 

Chinese liquor industry has been in the adjustment period, and the related upstream and downstream 

industrial chain will also inevitably encounter with a challenge. As the leader of ceramic packaging 

enterprises, Kingway has carefully researched the development trend of liquor industry and put 

forward self-adjustment plan following the adjustment of liquor industry.  

With concentrated power of medium-priced products in this year, liquor enterprises gradually turn 

their core to such price. As for packaging industry closely related to liquor industry, it is also necessary 

to make active adjustment following industrial change. Therefore, as an enterprise used to be engaged 

in the manufacturing of high-end ceramic liquor bottle, Kingway will strengthen the cooperation with 

medium-priced products this year to adapt to this market change. As it were, adjustment this time is a 

relatively large reform of the enterprise in recent years.  

Change of high-end liquor market not only influences liquor industry and brings new turning point and 

opportunity to packaging industrial chain, but also puts forward new requirements on packaging 
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industry. Introducing simple, practical and low-cost new materials to liquor packaging has increasingly 

become an active try. Packaging materials with quantitative and lost-cost new materials, new 

technologies and high cost-performance ratio will gradually become the first choice of Kingway and 

industrial manufacturers. Packaging enterprises should also positively explore the progress brought by 

new materials and new technologies. There is also a phenomenon deserving attention in new materials 

and technologies, which is the green trend, environmental protection trend and low carbon trend in 

packaging. Over-packaging will cause government restriction and social concern. . 

In the face of such change, Kingway Ceramics has a thought about this unique ceramic packaging 

material: how to design good packaging product for medium-priced products in consideration of 

packaging cost? Actually, Kingway Ceramics had carried out technical innovation test in June of 2011. 

Technical innovation test not only reduced production cost, but also greatly improved productivity; 

moreover, it also reached the goal of two improvements and one reduction, i.e., product quality and 

productivity were improved but price was reduced. Technical innovation test realizes the application 

of fully automatic production line and the replacement of manual workshop. 

The success of technical innovation test not only helped Kingway Ceramics sufficiently consider the 

requirements of manufacturers in packaging design and quality, but also further consider the 

packaging cost of manufacturers. Now Kingway Ceramics has sufficient capacity to produce more 

ceramic liquor bottle and there is a great reduction in price, which can not only be accepted by 

enterprises manufacturing medium-priced products, but also ensure the food safety.  

During several years’ development, packaging industry has become an essential part in related 

industrial chain of liquor industry. Facing the adjustment period of liquor industry, packaging industry 

should also think about the next development direction of the whole industry. Just like changes in the 

packaging of liquor products over the years, influence of packaging design on liquor industry is also 

deepening. Now, the product packaging of liquor not only has practical value, because good product 

packaging can better display product feature and enterprise culture. All these are derived from the 

development of packaging industry. 

Similarly, packaging design is not to simply design a liquor bottle or a packaging box any longer, but 

to make systemic design for products. Products suitable for a certain period aiming at targeted group 

of products can be designed, researched and developed according to price and features of different 

products.  

The research and development team of Kingway Ceramics not only designs the body of liquor bottle, 

but also designs other relevant parts such as bottle cover and outer packaging box. At the same time, 

Kingway can also provide marketing promotion and training as well as more resources for SME. For 
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example, in the sugar and liquor reception every year, Kingway builds communication platform 

through appreciation dinner for senior leaders of liquor enterprises and other ways.  

ZHANG Ji-yi said that: "Manufacturing excellent liquor bottle is our main business, but what we 

always emphasize is that: what we sell is service rather than liquor bottle — systemic packaging 

solution provider is the purpose of Kingway Ceramics. Providing customers with systemic service is 

the value of Kingway Ceramics." 

Kingway Ceramics always believes in one sentence: "Quality must be the lifeline of product". To 

ensure product quality, Kingway Ceramics strictly implements ISO9001-2008 standard, has been 

certified by world product quality standard authentication organization and has passed the standard of 

USA California and international standard. Various patent technologies of Kingway Ceramics also 

guarantee superior and stable product quality. Kingway Ceramics also controls quality in a strict way 

by a complete set of strict production process control, process inspection and staff training system 

from the coming of raw materials, design and sales. Unqualified products are not allowed to flow out 

of the company in order to ensure the quality eligibility and stability of large-scale supply. 

Meanwhile, Kingway Ceramics owns the designers with highest level and an excellent research and 

development team with over 100 members. They are able to design products most suitable for 

customers according to imaginations of customers. An efficient and professional team and strict 

systemic service system can provide full service for customers in design development, production and 

product sales. No matter in product design or production, liquor bottle quality or bottle form design, 

Kingway Ceramics demonstrates professional value in each link. 

ZHANG Ji-yi gave an example: "Now there are numerous bright red porcelain bottle products, but 

speaking in confidence, the red made by Kingway Ceramics is the most authentic color in domestic 

market. This is a kind of competitiveness. In addition, we can guarantee quality stability of each 

product during large-scale production. We can solve the problem of leakage through advanced 

technology, and add anti-fake function and other technologies to liquor bottle, all of which make 

Kingway Ceramics competitive in the packaging industry.”  

Of course, increasing production of medium-priced product packaging is not only a passive fighting of 

Kingway Ceramics under the change of industrial trend, but also because Kingway Ceramics has 

owned the capacity to produce medium-priced products both in production capacity and technology 

after technical innovation. Therefore, it is not so much a passive choice as an active attack.  

5.4.6 Relationship between brand and sustainable development 

As introduced by the manager of international marketing department, “Kingway has been restructured 
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twice: it was restructured to CHN&CHN from original Siu Fung Ceramics in 1997 and CHN&CHN 

was restructured to Kingway in 2003; however, the enterprise began to be engaged in export business 

in 1997 when it mainly produced household ceramics for overseas famous-brand hotels. Currently, 

Kingway mainly produces two main categories of ceramic products, including liquor bottle and 

household ceramics. The enterprise also carries out certain exhibitions for publicity. In respect of 

export sales, household ceramics will be mainly promoted in later planning with American market as 

the principal line and Southeast Asian market as the subordinate line. Brand which is vital to price, 

sales and sustainable development of an enterprise's products should be maintained through integrity 

and quality of an enterprise. Brand is a key to develop international business. There will be no market 

recognition without brand.” 

As indicated by the manager of production and management department, “production is mainly to 

cooperate with sales department to complete production order on time. XIONG Yue-bing who has been 

working for Kingway for nearly 22 years witnesses the reform and development of Kingway. At present, 

Kingway has more than 800 employees, including nearly 600 first-line production personnel, and the 

rest belong to administrative logistics personnel. At first, the enterprise only produced household 

ceramics such as tea set and tableware, and began to produce ceramic liquor bottle from 2000. Before 

2012, the market of ceramic liquor bottle was basically in the situation of short supply and nearly 

every liquor bottle production enterprise had sound benefits, but it was just from 2012, the market of 

liquor bottle shrunk seriously: the order quantity declined sharply and the sales volume of enterprise 

decreased gradually, which made the enterprise return to the market of household ceramic production 

again. The company started from household ceramics and then due to shrinking of overseas market 

caused by financial crisis, it turned to exploration of ceramic liquor bottle, put all production lines 

into the production of ceramic liquor bottle and gradually gave up the market and brand of household 

ceramics. The overall environment is not good in recent years. Eight regulations of the government 

seriously influenced the high-end consumption market, leading to excess production capacity of 

ceramic liquor bottle market, price competition and low rate of operation. Then Kingway returned to 

the development of household ceramic products, however, as the enterprise gave up the brand of 

CHN&CHN before, it needs to take double costs and time to reestablish the brand, but the effect is not 

obvious.” 

Quality management department is mainly responsible for on-site quality control, ex-factory 

inspection and after-sales quality service. The manager of quality management department has been 

working in this enterprise for 21 years, mainly responsible for the work related to quality post. The 

enterprise attaches importance to quality and has deeply recognized that brand is supported by quality; 

only when product quality is recognized by customers, can an enterprise achieve sustainable 
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development. In ceramic liquor bottle industry, customers have relatively high recognition on the 

brand of Kingway. Before 2012, the enterprise focused on the sales of ceramic liquor bottle, but the 

business shrunk due to the influence of market environment. Now, Kingway spends half of its energy 

on household ceramic market. The quality and price of household ceramics have a direct influence on 

the choice of customers. In terms of innovation, the production of two-tone glaze is difficult, but 

Kingway has had six colors, which makes it far ahead of the industry. 

Let’s refer to a successful transformation case in ceramic industry through brand and internet. 

Nowadays, as opportunities of internet new technology and new normal transformation period are 

overlapping and the industry is sharply reshuffling, enterprises need to think the repositioning of 

strategies, and it is urgent for transformation and upgrading. Nevertheless, several years’ brand 

sediment and source cannot be easily changed or abandoned. Each ceramic enterprise needs to think 

about how to move forward against the trend to expand brand recognition and influence by standing 

steadily in the market through transformation and upgrading. 

While numerous enterprises are struggling in serious market situation and enduring by suspension of 

production and kiln, the sales volume of QD Tile increased nearly 30% in the first half year. QD Tile 

was established in 1992 and formerly called Qiaodong Tile, which was the initial brand of Monalisa 

Group and had once realized the miracle of porcelain printing tile for the first time in the history of 

ceramics. However, over 10 years’ development, Monalisa brand easy to be remembered and spread 

has been developed to a brand with the highest recognition and influence in the group; however, the 

oldest brand Qiaodong Tile is difficult to be spread due to strong regional feature. Moreover, its 

market positioning, brand image and marketing model are not compatible with current market 

environment and even not matched with the production and R&D resources of the Group.  

As said by Sun Shiquan, the general manager of brand business department of QD Tile of Monalisa 

Group, "after resource reallocation of Monalisa Group, Qiaodong Tile was officially renamed as 'QD 

Tile' in 2014. Brand was positioned in the small but exquisite high-end direction and realized the 

first-time transformation." Currently, promotion is a normal state. Even the lowest price cannot solve 

the inherent problem. Thus brand can only have a long-term development with its own characteristics. 

"After transformation of QD Tile, more attention is paid to brand construction and product investment. 

Due to establishment of brand strength and change of whole style, distributors reflect that ambiguous 

style and positioning have been eliminated and a more definite direction for the sales of customer 

terminal is provided. Thus it can be see that although the transformation is difficult, it is successful. 

The key lies in persistence! Data of the first half year work as the powerful evidence." 
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In June of 2015, QD Tile realized the second-time transformation and upgrading. Enlightened by 

Milan fashion of Italy, brand positioning of QD Tile was changed to new Chinese style with rich 

cultural elements and inheritable elements for one thousands of years from changeful fashionable and 

simple style in the past. The change was not only different from the brand art and western style of 

Monalisa, but also provided characterized advantage and bursting point for brand promotion of QD 

Tile as well as greater confidence for distributors. 

As an enterprise firstly carried out transformation and upgrading, its brand development will not be 

smooth, and many enterprises will attribute the problem to distributors. However, in the opinion Sun 

Shi-quan, the key of brand development lies in comprehensive quality and innovation. The growth and 

development of distributors should depend on the guidance of manufacturers. The planning of 

manufacturers determines the direction of distributors; once manufacturers cannot guide, cultivate and 

assist distributors timely in case of problem, distributors’ market will shrink. This is just the market 

rule. 

As said by Sun Shi-quan, "in terms of QD Tile, in addition to the difference from other brands in style, 

QD Tile also has one set of its own model in distributor training." What QD Tile relies on is the 

powerful and perfect marketing and planning team of Monalisa Group. As to the terminal marketing 

activities aiming at distributors in different levels and different stages, the company will send 

professional marketing and planning personnel to the field for assistance and guidance as well as 

provision of feasible plan and information assistance. In addition, the company also actively organizes 

various targeted activities such as trainings and learning in Whampoa Military Academy according to 

conditions of distributors. As emphasized by Sun Shi-quan, "When the market trend is serious and 

business is tough, distributors will have random thoughts. While we provide distributors with guidance 

of practical operation in terminal sales, we should also continuously stimulate their enthusiasm on 

market for fear of any relaxation!" An enterprise should be more persistent and active in more difficult 

situation.  

Sticking to people-oriented philosophy and uniting brand power in all aspects 

Brand transformation equals to brand reestablishment and base construction is essential. As indicated 

by Sun Shi-quan, QD Tile pays great attention to the cultivation of internal strength, which is 

displayed in the following four aspects: 1. actively learn experience while cooperating with excellent 

team; 2. Create new Chinese style products by integrating innovative elements of peers and top 

fashion show; 3. Carry out all-round and multi-channel brand publicity and promotion; 4. Improve 

team quality and enhance team coherence through internal staff training and outdoor activities, etc. 
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"Currently, many enterprises adopts normal marketing measures such as layoff of employees and 

cutoff of product line to save cost and avoid the fate of survival of the fittest, however, this is not the 

best way. We should grasp opportunities ahead of others in difficult situation and strengthen the team, 

brand foundation and business publicity to be one step ahead of others when the situation turns good." 

Team is the core and key of enterprise development. Ceramic industry will finally depend on people, 

thus there is no way out without a team. Sun Shi-quan emphasized that only a branch can only be kept 

sustainable growth when team members coordinate with each other and get through tough time 

together. 

Internal improvement is essential for development layout of brand, but it is a smart choice to make 

publicity through external forces such as media and platform. As revealed by Sun Shi-quan, QD Tile 

plans to enhance publicity and promotion in airport, highway and traditional media in the second half 

year; moreover, QD Tile will carry out new product display and publicity to further expand influence 

through China International Ceramic & Bathroom Fair Foshan, an influential platform with customer 

quality matching with the development of Monalisa Group. 

"In addition to strengthening internal strength, the self-breakthrough and self-development can only be 

realized by integrating all resources, uniting brand power in all aspects and striving forwards with all 

efforts." As emphasized by Sun Shi-quan, brand transformation needs the determination like a warrior 

cutting his own wrist, and the transformation can only be realized through uncommon way. 

Information source: Taoci.com 

5.4.7 Theoretical framework implications 

Figure 16: Kingway theoretical model (Word Frequency) 

 

Source: Author’s analysis 
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As indicated by case of Chongqing Kingway, internal and external factors will influence an 

enterprise's brand investment and value, and brand will also influence the sustainable development of 

an enterprise. In lack of brand support, an enterprise needs to adjust business from time to time to cope 

with market change. Factors influencing enterprise brand include awareness of management, brand 

attention and price sensitivity of customers. We discovered in case interview that most interviewees 

were still in the concept of product and promotion. They thought high quality of product and 

innovation of product type are essential to win the market; some interviewees believed that brand 

establishment requires tremendous capital input; some thought the biggest success was the selling of 

products and sales profits was equal to brand establishment. In the fiercer market competition, in order 

to reduce brand investment, enterprises can only compete through frequent promotion, price reduction 

and price war, which will form a vicious circle. Therefore, if enterprise management lacks brand 

management awareness, strategic management organization system of brand and professional strategic 

management personnel of brand, the influence of an enterprise’s brand will be weakened. Brand 

attention not only refers to public attention to a certain brand, but also the state and enthusiasm on 

brand pursuing. Ceramic products refer to a kind of daily articles and decorative articles with low 

attention. A set of ceramic products can be used for years, and they are not daily consumer goods. 

Before you buy and decorate a house, you will not pay attention to ceramic products or their brand, 

quality and function. Comparatively speaking, ceramic product is a kind of product with low brand 

attention and recognition. Even though there are numerous ceramic brands, the brand concentration is 

low, as well as brand attention and recognition. The influence of ceramic brand is not only determined 

by the basic quality of product and corresponding before-sales and after-sales service, but also closely 

related to many regional factors such as marketing capacity of local distributors, brand promotion 

efforts and consumers' word of mouth. In addition, in economics theory, price sensitivity is indicated 

as resilient function of customer demand, i.e., the change of product demand caused by price change. 

If consumers are more loyal to a brand, their price sensitivity to such product will be lower, because 

brand is the decisive factor for consumers to purchase the product in this circumstance. Consumers 

always believe that high-end famous brand deserves high price, high end is the symbol of status and 

position as well as higher product quality and service quality. Brand positioning will directly influence 

consumers' expectation and feeling on product price. Factors influencing brand include quality, 

customers, market and integrity. Relevant analyses have been included in the above cases.  

In addition to brand, factors influencing sustainable development also include crisis handling, business 

adjustment, cost control, technical innovation and product research and development. In the turbulent 

waves of market economy, enterprise crisis is unavoidable. If crisis cannot be appropriately handled, 

the sound enterprise image established in many years will vanish overnight. Successful crisis handling 
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can not only solve crisis faced by an enterprise, but also can enhance the understanding on the 

enterprise through various measures during crisis handling; moreover, an enterprise can reestablish 

sound image by such opportunity and better promote its sustainable development. In the case, ZHANG 

Min emphasized again and again : “that over dependence on overseas market and household ceramic 

products before the year of 2008 had made him have the sense of crisis. Enterprise needs diversified 

businesses and products. ZHANG Min adjusted products of Kingway to high-end liquor bottle and 

such sense of crisis saved the enterprise when lots of enterprises were in tough conditions. In order to 

adapt to requirements of strategic deployment and fast development in the future, and deal with 

change of market and competition environment, the enterprise should adjust business structure in time 

from product drive and department drive to customer drive and market drive. For the sake of 

adjustment of business structure and industry upgrading, in addition to product research and 

development and exploration of new market, the enterprise also needs to formulate system process and 

talent cultivation to better serve customers. It is better for an enterprise to fight actively than to await 

its doom. Kingway promptly adjusted production structure and accelerated steps in searching 

domestic high-end liquor manufacturers by taking advantage of the success from Shede and 

Honghualang, and then survived in financial crisis. Reasonable cost control determines whether an 

enterprise can flexibly deal with potential risk of market. In the downturn of market, enterprise 

survives through price competition. Efficient cost control makes an enterprise have more disposal 

measures in the process of pricing, which can realize effectiveness of an enterprise’s business decision 

and helps the enterprise win sustainable development opportunity in economic downturn. ZHANG Min 

emphasized again and again in interview that the enterprise will still survive in the fierce market 

competition slowly but surely and make more effective investments in brand construction and 

propaganda through cost control and quality improvement. To improve technical innovation capacity, 

an enterprise should take full advantage of government guidance and market adjustment, master 

independent intellectual property right, create self-owned brand, promote core competitiveness and 

explore the innovation development road.”  

We discover in the case that Kingway Ceramics had carried out technical innovation test in June of 

2011. Technical innovation test not only reduced production cost, but also greatly improved 

productivity; moreover, it also reached the goal of two improvements and one reduction, i.e., product 

quality and productivity were improved but price was reduced. At last, high additional value is not 

reflected in technology but in product design. Satisfying the basic needs and improving experience and 

life quality of customers are necessary to realize product value. We realize from the case that: in recent 

years, the input of Kingway Ceramics in research and development every year accounts for more than 

3% of the company's sales revenue, which is far higher than the national average. It has obtained 8 



   

196 

invention patents regarding ceramic development and production technology, and has become the 

outstanding company in technical innovation and product development of national ceramic industry. In 

ceramic industry, what customers buy is just the product design and use experience. 

5.5 Zhejiang Versatile Spring Machinery Co., Ltd. (WNJ) 

Considering WNJ is an enterprise of one of the author’s friends. To ensure the quality of the interview, 

the author particularly invited his EDBA classmate Jack WOO to perform interviews and help 

organize records and interviews contents. The following is the result of interviews and organized 

content of the author and Jack WOO, after discussion. 

WNJ’s observations and interviews were conducted on September 19, 2015. Before the interview, the 

author and Jack WOO discuss and develop the interviews outline/guideline together and agree the data 

collection content and protocol. At the same time, the author also informed the interviewees in 

advance of the purpose and requirements of this academic research interview under the help of JIN 

Miao-xing (the founder and person in charge of the enterprise), which does not involve assessment and 

corporate secrets, so as to encourage they express their views freely. The interview was executed in a 

workshop. To ensure that interviewees were free enough to voice their opinions, they were encouraged 

to conduct in the natural conditions without stress and worry to express ideas and opinions. 

Interviewees are basically managers and executives whom have more than six years of working 

experience. 

Table 12: Summary of WNJ interviewee 

Name Education 
Years of 

working 

Years in the 

case firm 
Department & position 

JIN 

Miao-xing 

Bachelor in 

Economic 

Management 

37 23 GM 

XING 

Jian-bo 

Technical college, 

Machinery 
35 8 Assistant Manager, Sales Department,  

WU 

Liang-hui 
Senior high school 30 18 

Deputy General Manager, Production 

Department 

YU 

Wei-feng 
Senior high school 19 9 

Workshop Director, Production 

Department  

WANG 

Ling-jie 
Bachelor 32 23 Senior Consultant 

Source: Author’s analysis 
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5.5.1 China’s spring machinery manufacturing market analysis 

Spring machinery manufacturing is a technical and also a design work. CNC spring machinery is 

divided into several types, i.e. computer machinery, torsion spring machinery, pressure spring 

machinery, tension spring machinery, and dotters. In addition, China’s domestic traditional machinery 

also has CNC system. At present, advanced domestic CNC spring machinery are mainly produced in 

Taiwan. Spring machinery have an extensive use, such as used in electric, medical, automotive, 

machinery, toy and home appliances industries. From 2000 to 2012, spring machinery industry 

witnessed huge profits. However, profits slightly decreased now due to industrial competition, but 

they’re still higher than that of other industries. As the domestic economy gradually going into the 

international market, all walks of life are rapidly developing. Though macro economy has downward 

pressure, spring machinery industry still has a rosy prospect, and the market demand of spring 

products is still very high currently. 

1. Development status of spring machinery manufacturing 

Seen from the integral development status of China’s manufacturing, it always remains a good 

development trend and has a quite stable foundation and shock resistance capability. Although 

influenced and shocked by international financial crisis, China’s manufacturing has not only 

effectively stopped continuous downturn, but has taken the lead in achieving restorative growth, since 

China rapidly enacted and implemented the Adjustment and Promotion Plan for Automotive Industry, 

the Adjustment and Promotion Plan for Equipment Manufacturing industry and a series of other 

important policies. In 2009, the gross output throughout the year reached a new high at the first time 

for RMB 10 trillion Yuan, amounting to RMB 10.75 trillion Yuan, with an increase of 16.07% over the 

last year and 2.8% higher than the average national industrial growth. The output of main products 

created the historical highest level, among which automobile output and sales exceeded the benchmark 

of 10 million, amounting to 13.79 million and 13.64 million, respectively increasing 48% and 46%. 

Since 2010, during the later stage of international financial crisis, China’s manufacturing maintains a 

stable, harmonious and rapid development trend.  

2. Technical level of spring machinery manufacturing 

In recent ten years, with rapid development of science and technology and change of manufacturing 

environment, especially extensive use of high technology represented by computer and information 

technology, multiple methods are provided for current manufacturing revolution, which is driving a 

significant change in technology, mode and scale of manufacturing production. Advanced 

manufacturing technology formed by combining high tech with traditional manufacturing technology 

has aroused great attention from various countries.  
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In recent years, the comprehensive level of China’s spring machinery manufacturing has been 

improved substantially. Through the digestion of introduced technologies, technical transformation, 

breakthrough of process and comprehensive quality management, enterprises has increased 

manufacturing technology greatly, widely use and popularize a batch of advanced manufacturing 

technology in production. A large group of key enterprises have added advanced, precise and 

efficiency key procedures in key processes. However, compared with developed industrial countries, 

periodical gaps still exist. 

At present, China’s spring machinery manufacturers mostly depend on foreign technologies; 

enterprises formed upon independent scientific and technical achievements are quite few. Apart from 

historical factors, China’s manufacturing technologies lag behind due to the following reasons: lack of 

technology development and innovation capability, insufficient capability for further development; 

staying in a low level of just mastering existing technologies and achieving localization in digestion of 

introduced technologies, instead of forming independent ability to research, develop and innovate new 

products; lack of technology development expenses; lack of an efficient and sound mechanism to 

transfer scientific and technical achievements to practical productivity; enterprises as the most 

important link fail to play an active role in development. It should also be seen that while much 

attention is paid to development of advanced technologies represented by information technology, 

bioengineering, advanced materials and communication production, the position of manufacturing 

technology throughout national economic development construction and scientific and technological 

development system hasn’t been understood sufficiently.  

To promote spring machinery manufacturing, a complete and efficient system for industrial, scientific 

and technological research and development must be established, and advanced manufacturing 

technology must be vigorously developed, promoted and applied. Focusing on enterprises, such 

system is specifically centering on the technological development institute of large and medium-sized 

enterprises and enterprise groups, which is an organic composition of an enterprise, keeps a natural 

internal relationship with an enterprise’s survival and development, closely relates to an enterprise’s 

economic interests and is a main carrier for an enterprise’s scientific and technological action and also 

the technical support for its long-term development. Meanwhile, it also contains a batch of 

governmental R&D institutes and R&D strength from colleges. They’re guided by enterprises’ 

development goals and economic interests, coordinate and distribute responsibilities, and make mutual 

contributions to the whole process of enterprise technical innovation. 

3. Production environment of spring machinery manufacturing 

It’s found in investigation that many new technologies and new inventions have a broad market and 
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promising prospect, but due to lack of corresponding machinery processing, mold production and 

skilled technicians, they always face great resistance during transforming into commodity, and fail to 

form industrialization.  

An enterprise’s production environmental conditions determine its production level. Therefore, only 

by improving production environment and production level can manufacturing ensure products quality 

and enhance competitiveness. Carry out staff education synchronously and correspondingly with 

personnel system and establish internal and compulsory job training system to improve staff quality. 

Meanwhile strengthen incentive mechanism, give technical personnel and skilled workers necessary 

consideration and material reward. 

4. Key problems in spring machinery manufacturing 

Though China has made a great development in manufacturing, several key problems exist as follows: 

1) Multiple technical black holes 

Insiders considered that a huge technical black hole exists in our national manufacturing, especially 

represented by high dependency on foreign technologies. In recent years, more than 60% of the 

equipment annually invested by China is introduced abroad, costing trillions of RMB. National 

high-tech industrial development zones as windows have 57% technology sourced abroad. Insiders 

considered, “there is an at least 10-year gap between China’s and Germany’s spring machinery 

manufacturing”, mainly in raw materials, precise manufacturing and quality stability. Though the 

purchase cost for spring machinery made in China is greatly less than that in Germany, China’s 

domestic spring enterprises have to purchase foreign spring machinery to meet the quality 

requirements of finished automobile factories. 

2)Insufficient innovation and R&D 

Deviation of pivot point is supported by government. The property right incentive system is a 

significant guarantee for innovation and R&D of new products. State-owned enterprises fundamentally 

fail to carry out incentive of property right. On one hand, the intellectual property of innovative 

products is not protected effectively. On the other hand, innovators’ contribution is not confirmed 

property right. Technology and products developed by enterprises are either taken freely by the 

country or plagiarized freely by other enterprises. Due to capital shortage, private enterprises have 

difficulties in financing, and are unable to input enough capital and resources for products R&D and 

technical innovation.  

Data source: China’s industry information network (http://www.chyxx.com) 
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5.5.2 Corporate history and operation 

Located in Shengzhou economic development zone, Zhejiang province, the home of Yue Opera and 

ties, Zhejiang Shengzhou Versatile Spring Machinery Co., Ltd. is specialized in producing spring 

machinery device and supporting products, and is listed as a member of Chinese Spring Industry 

Association, taking a lead in passing ISO9001-2000 quality management system certification. 

The spring machinery research institute subordinated to it integrates spring testing, scientific research 

and development. It covers an area of 20,000 m2, has more than 180 employees at present, among 

which there are 2 senior engineers, 6 engineers and 15 engineering technicians, and is able to design 

and produce various specifications of products as required by users.  

Enterprise spirit: United for hardworking, forge ahead, practical and innovative, keep improving 

Enterprise goal: be committed to creating China’s first spring machinery brand and establish the 

domestic first-class enterprise. 

Business policy: regard the quality as the life, set up with technology as the leader, and take 

customer’s satisfaction as the tenet. 

Enterprise reputation: In September 2007, the company was awarded as Zhejiang High-tech Enterprise; 

in June 2008, its TK-320 was awarded the High-tech Product Certificate; in November 2008, it was 

awarded the China Torch Program Certificate; in December 2008, it was awarded the Shaoxing 

municipal famous trademark; in December 2009, it was awarded the Excellent New Product Award by 

China General Machine Components Industry Association. 

Corporate quality policy: quality first, customers oriented, first-class production equipment and 

first-class quality assurance. The company has passed GB/T19001-2008/ISO9001-2008 quality 

management system certification and European CE security certification. 

Quality is the life of an enterprise. The corporate constantly improves its various production and 

testing systems, comprehensively controls every procedure from raw materials to products design, 

production and finished products, insists on self-inspection, mutual-inspection and cause-inspection, 

and simulates load tests before each product leaving the factory, to ensure the stability of product 

quality. 

Operation principle: faithful, responsible, striving to create brand 

Customer service: 

1. To ensure the normal operation of equipment, the company has established a professional 
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after-sales service team, responsible for guidance of field installation and debugging, to 

implement lifelong follow-up service. 

2. Train operators of users for free; provide technology advisory, technical training and answer 

products-related questions free of charge.  

3. After receiving information (phone call or letter) about product quality, immediately resolve 

equipment problems during production, to ensure the normal operation of equipment. 

4. File after-sales services for users, and visit users regularly. 

5. For more stable operation of equipment, operators are required to carefully fill in equipment 

operation records, operate and maintain equipment according to the operating manual. 

6. The company insists in the concept of user-oriented and for the sake of users, takes actions timely 

and carefully, and pays attention to reputation, to ensure customer satisfaction.  

7. For equipment quality problems, the corporate implements three guarantees by contract. 

5.5.3 Company development path 

Shengzhou Versatile Spring Machinery Plant was established in 1993, renamed as Shengzhou Versatile 

Spring Machinery Co., Ltd. in 2001 and Zhejiang Versatile Spring Machinery Co., Ltd. in 2007. It 

covered a factory space of 1,000 m2 in 1993, of 15,000 m2 in 2003 and of 48,000 m2 now. Its founder 

started from scratch by self-owned capital, self-endeavor and deep love to spring machinery, and then 

won customer recognition and brand public praise. Through 23 years of standardized operation, its 

annual gross sales amount has now reached RMB 130 million Yuan. 

Through more than 20 years of hard work, it has been gradually expanded. It currently has six series 

and more than 30 types of products including computer digital control spring coiling machinery, 

automatic spring coiling machinery, torsion spring machinery, grinding spring machinery, tempering 

furnace and bar straightener, has won excellent new products award from China General Machine 

Components Industry Association over the three successive years, and has been a leading enterprise in 

provincial spring machine industry, with its products patented and sold all over China and in countries 

of Southeast Asia and Europe. 

In its early stages, WNJ belonged to a collectively-owned enterprise and reformed into a private 

enterprise in 1993. At present, the company is specialized in manufacturing computer digital control 

spring coiling machinery and automatic assembly line products. Its products are sold all over China 

and other countries and regions. Its domestic sales mainly focus on automotive parts industry, 

involving toys, food, chemistry and other industries; of course, providing accessories to enterprise of 
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auto industry is also WNJ’s development direction.  

At present, one third of the company’s products are sold to Southeast Asia, India, Russia and other 

countries; two thirds are sold to Zhejiang, Guangdong, Jiangsu, Hebei and other regions inland. WNJ 

products have a relatively high cost performance and its brand is highly accepted by customers. In 

recent years, due to unstable market environment, the domestic situation is severe while the 

international situation is optimistic. So far, the enterprise has a zero-inventory of products, or even in 

short supply; this year, influenced by the market, it has light inventory; auto industry is a very large 

market, in next three years, the enterprise will transform low-end and backward traditional products 

into cutting-edge high-tech products through transformation and upgrading, and be more concentrated 

to auto market through professional industrial analysis and forecast.  

WNJ aims at providing high performance products attractive in price and quality, and only such 

products can keep customers. In contrast, Germanic manufacturers charge a high price and Taiwanese 

manufacturers fail to provide services in time, so WNJ successfully takes an advantage both in price 

and service. Seen from the current development status of domestic spring machinery enterprises, WNJ 

is absolutely among the best no matter in production capacity, products quality and sales amount or 

market influence. During gradual development of the enterprise, brand construction is also conducted 

synchronously. Due to meeting industrial standards through repeated testing, inspection and 

acceptance, the enterprise has been awarded as the National Spring Machinery Standard Preparation 

Unit, Council Member of Chinese Spring Industry Association, Zhejiang Famous Trademark & 

famous-brand products, and has obtained 8 national invention patents and 32 utility model patents. 

These awards and reputation play an important role in WNJ brand promotion. 

Source: Company website 

5.5.4 Enterprise brand construction and development path 

In 1993, WNJ developed from machinery to CNC intelligence, automatic machine assembly to 

unmanned. Through repeated inspection and acceptance, WNJ made its products meet industrial 

standards and became a National Spring Machinery Standard Preparation Unit, a Council Member of 

Chinese Spring Industry Association, and a Zhejiang Famous Trademark & famous brand, obtaining 8 

national invention patents and 32 utility model patents. 

WNJ takes first place among famous Chinese spring machinery brands. Its brand construction plan 

and investment at home and abroad is as follows: 

 (1) Build its platform on Alibaba website, build an international website, establish commercial 

relationships with international distributors and foreign merchants, invest RMB 50,000 Yuan, to 
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expand into European and Southeast Asia countries.  

 (2) Invest RMB 30,000 Yuan for promotion search in Alibaba (China) website and Baidu. 

Validity: Achieve annual output value of $ 3 million in 2013 and $ 5 million in 2014; obtain brand 

influence both internationally and domestically, achieve annual growth in sales. 

 (3) Invest RMB 1.2 million Yuan annually for advertising (domestic exhibition magazines and 

booklets, websites and advertisement). 

Any problems or challenge the company now faces in brand construction? 

Strengthen investment in products promotion. Through unceasing endeavor, it gained titles as Zhejiang 

Famous trademark & famous-brand products and so on. Among domestic brands and the spring 

industry, its awareness rate is more than 90%. Gradually carry out brand construction abroad, i.e. 

relevant international trade show and international agents. Carry out independent brand construction 

and WNJ international promotion online. 

 (1) Enterprise brand internationalization is its main development direction. 

 (2) Vigorously develop, research and apply top technologies in international spring machinery 

industry. 

 (3) Attach great importance to anti-monopoly, anti-diversified economy, and anti-plagiarism. 

 (4) Brand standardization is the only correct way of enterprise brand practice. 

 (5) Avoid regarding the market as a brand laboratory. 

 (6) Establish a scientific brand organization and undertake the responsibility of uniform brand 

development. 

About how to understand brand competitiveness, and what are the influencing factors? JIN Miao-xing 

said, “Brand competitiveness is an outward manifestation of an enterprise’s core competency. It has 

irreplaceable differentiation ability. It is a unique capacity an enterprise has that is uneasy or even 

inimitable for competitors, able to make enterprises constantly gain profits and even acquire excess 

profits and brand premium. Powerful brand competitiveness has higher perceived quality. Enterprises’ 

brand products can be sold at a high price than that in competition and acquire excess profits. That is 

called brand premium function. Powerful brand has a well-known loyalty, leading all other 

competitiveness of an enterprise, located in a core position, accumulated for a long term and deeply 

anchored in the enterprise. It’s featured by continuity and non-contingency; it’s extensive, and is able 

to make an enterprise expand, construct and compete against the barriers.” 



   

204 

How does WNJ improve its brand competitiveness? 

 (1) Continuously improve market share of products, product quality and humanize machinery. 

 (2) Optimize sales model. 

 (3) Follow up sales services (intra-province for 8 hours, out-of-province for 24 hours). 

Which aspect does the company do well in? What should be strengthened? The company does well in 

all aspects in a principle of no best but better. Annual development of new products attracts people. 

Consolidate old products and develop new products for a smooth and steady development of the 

company. The following is what needs to be strengthened: internal management ability, corporate 

image, employee post responsibility system, sales and after-sales service level. 

JIN Miao-xing has a deep interest in spring machinery, from the design of WNJ logo to enterprise’s 

brand construction. WNJ created its own brand by products with high quality, high performance and 

high technology and built a permanent strategic cooperation with customers. Especially in China, 

cheap and fine products are attractive for customers. WNJ knows customers’ demand very well and 

successfully uses market advantages to sell products. In the future, the enterprise will research and 

develop GPS services for equipment, so that after-sales technicians could conduct distant control or 

rush to field immediately to help customers solve problems quickly and conveniently in case of any 

problems during service of equipment, needless of customer feedback. 

About the enterprise’s sales strategy, Sales Manager said: “there are seven salesmen in the company 

now, among them, four are dealing with foreign trade business. In addition, it has established sites all 

over China, including Chongqing, Jiangsu, Beijing, Tianjin, and will further expand its industrial 

chain into Guangdong; it has agents in India, Korea, Turkey, etc. Marketing integration mode not only 

provides convenient services for customers, but also lays a foundation for enterprise promotion.” 

Spring machinery is a small branch of forging and pressing section in machinery industry, but WNJ is 

concentrated in production and R&D of spring machinery. It gets customers’ demand at any time, 

promotes work in all areas by drawing upon the experience gained on key points, takes advantage of 

large customers’ resources, indirectly promotes and drives the development of enterprise brand, in 

order to take over a larger market. 

Sales Manager said: “the enterprise attaches much importance to talent cultivation and introduction. 

An enterprise may better drive its sustainable development only upon steady human resources. WNJ 

experienced a relatively long time for brand construction, from original emphasis on performance, 

quality to service and further to enterprise website construction. Survival of the fittest principle for 

market competition not only boycotts monopoly, but drives development of the enterprise. By 
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establishing cooperative relationship with various large websites (Baidu, Alibaba, etc.) and 

participating on multiple exhibitions both at home and abroad, the company promotes its products and 

improves its brand popularity. It annually invests nearly RMB 1.2 million Yuan in domestic and 

foreign exhibitions, magazines and booklets, among which more than 5% is for new products 

development that has brought significant benefits for the enterprise. At present, WNJ has acquired a 

well-known popularity of more than 90%; now it’s enhancing online promotion to gradually create an 

international brand.” 

Customer satisfaction is the supreme pursuit of WNJ. It abandons traditional sales model, drives sales 

and captures the market by innovation and services. The establishment of domestic sites (Chongqing, 

Jiangsu and Beijing) brings great convenience to the after-sales services of customers. In 2013, its 

annual output value amounted to $ 3 million, $ 5 million in 2014 and is continuously increased in 

2015. No matter in China or abroad, WNJ brand has won certain popularity.  

Production Manager said: “relatively speaking, brand also has industrial limitation. Industrial 

products are different from daily necessities. Daily necessities can be promoted through TV 

advertisement, media and other multiple ways; however, in machinery industry, customers need field 

visit in person, select suppliers and products based on favorable peer praise and superior popularity. 

In spite of industrial limitation, the company now faces a relatively wide range of customers, i.e. 

high-end auto customers, small and medium-sized customers of other industries. During the 

development, it must meet requirements for production technology of various customers. During the 

transformation from traditional machinery to digital control, senior leaders always emphasized that 

the enterprise must take lead in domestic or even international spring machinery. Seen from its current 

development status, it is closer to its goal. At present, almost all domestic auto customers have used 

WNJ products and WNJ feels proud to this. WNJ’s such ability matters a lot with its original position 

of products and selection of raw materials and component suppliers. From raw materials to finished 

products, the enterprise dares not to be slack. It strictly controls production quality and strives for 

customer satisfaction.” 

The enterprise helps its workers at the production line understand and realize the performance of every 

component and part through training and other ways, so as to produce higher quality products. So far, 

its senior management turnover rate is almost zero. Workers at the production line are mostly local, 

also with a low turnover rate. “Seek reputation for development and control quality for survival”. The 

enterprise attaches more importance to product quality and services. Only by good product quality and 

timely services can an enterprise create a good brand. 

Workshop Director said that : “product quality is very important for an enterprise brand. Product 
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Department is mainly to control correct production process, strengthen internal management and 

actively improve according to customers’ feedback. Put quality first and output second, to ensure 

product quality and timely delivery. At the same time, the enterprise strengthens employees’ quality 

awareness through training. Steady product quality lays a good foundation for products sales of the 

enterprise.” 

The author considered that brand integrates popularity, reputation and loyalty, which can bring 

excellent use value and creature comfort for consumers. Usually, in consumers’ mind, a brand 

represents not only product quality, but a comfort, status or symbol. For example, people would feel 

confident when using Chanel perfume, honorable and luxury when driving a Mercedes-Benz. For this 

reason, brands of such industry attract consumers’ sincere followership. Additionally, except 

competitiveness, comparability and interests, brands also have industrial limitation. For example, 

enterprises of machinery and parts manufacturing industries have no direct contact with consumers, 

and are unable to promote through advertising media, so they can’t create brand value experience for 

consumers. Only by improving product quality and performance, and enhancing the engine brand 

upon raw materials brand and parts brand, an enterprise can develop its own brand.  

5.5.5 Enterprise sustainability 

JIN Miao-xing considered that: “integrity is the foundation of WNJ. The enterprise has been 

developing in a steady pace in recent years. An enterprise can only acquire better sustainable 

development by going out and bringing in. Its annual investment for development of new products 

amounts to 5% and higher of its output value, which helps WNJ gain a steady increase in sales amount 

from RMB 3 million Yuan in 1993 to the current RMB 130 million Yuan (in 2015). Challenges the 

company now faces are mainly to improve R&D ability of its technicians, technical level and 

teamwork. Measures the enterprise has taken include cooperation with Xiamen University for software 

development of computer digital control spring coiling machinery, to improve its own brand 

construction.”  

About how the enterprise understands sustainable development capability, JIN Miao-xing said that: 

“first, consolidate and optimize old products and innovate to be a standardized manufacturing 

enterprise; then, according to market demands and customers, develop new products integrated into 

the global market, improve products grade and popularity, and strengthen brand construction.” 

Product Manager considered that: “there is a close relationship between enterprise sustainable 

development and reasonable price, superior services and establishment of a long-term corporative 

relationship with customers; in the principle of no best but better, it requires every employee not only 

to do well in internal work, but to learn advanced foreign technologies. Improvement of an enterprise 
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should start with employee improvement, including their training. It irregularly organized part-time 

training for employees about basic knowledge, finish-machining and assembly skills to improve 

employees. In terms of products development, it innovates new products based on existing product 

quality and services, adapts to development of market environment, and meets demands of high-end 

customers. Meanwhile, the enterprise is constantly carrying out independent innovation, improving 

internal management, raising business and technology level, and taking industry-university-research 

(currently cooperate with Xiamen University for software development of computer digital control 

spring coiling machinery) and other ways to research and design new products. No matter in sales or 

promotion, machinery products are different from daily necessities. The former can only keep a 

foothold in the industrial market upon high quality and good reputation.”  

The author considered that the product price relates on one hand to domestic and foreign political and 

economic environment; on the other hand, based on reasonable products pricing, in order to promote 

the brand, enlarge the commodity outlet and capture market share, achieve its business goals and 

purpose for profits by reducing production, sales and procurement cost, and attracting customers by 

product price advantages,. 

 “Due to influence of financial crisis, spring machinery manufacturing faced difficulties and purchase 

orders greatly decreased. Because of the decrease of purchase orders, employees felt panic and lost 

sense of security. Since salary is calculated according to the amount of work piece, workers worried 

about income decrease. But WNJ didn’t reduce the staff or salary. Staffs are deeply moved and greatly 

motivated to work. Those technical experts who intended to resign stay finally. In recent days, the 

chairman and general managers often went to the production line to encourage staffs to work harder, 

quicken their pace to research and develop new products, unite together and help the company bottom 

out under the situation of the company facing difficulties, and they would be treated well. It changes 

reduce staffs for greater efficiency to reassure staffs for greater efficiency, without staff reduction and 

salary decrease. All staffs were emotionally stable. To reduce adverse impact from Great Depression of 

foreign market, the company took comprehensive advantages of products, quickened products R&D, 

improved technology content, acquired initiative of market and strengthened product competitiveness. 

It also further improved internal management, invited experts to prepare normative production 

processes and successively past domestic and foreign quality test and certification. Meanwhile, it 

vigorously expanded the market, got a large number of orders and finally acquired the same monthly 

output with that prior to financial crisis.”  

5.5.6 Relationship between brand and sustainable development 

The improvement of brand construction relates to the improvement of users’ credibility and market 
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share. In terms of products, it owns what others don’t have and does better than others, driving its 

business operation towards high-end market, that is, product differentiation plays a significant role in 

sustainable development of the enterprise.  

How could an enterprise establish innovation capability? For staff’s development, the enterprise 

adopted training, going out and inviting in and other educational methods to improve staff quality and 

make them cooperate with relevant researchers, to constantly improve R&D ability. Technical 

department cooperates with other departments in aspects of design, manufacturing, assembly, 

debugging and building core team, to bring the subjective initiative of each person into play.  

What kind of role does information technology play in innovation? The enterprise considered that it 

will invest in GPS control of numerous data and internet of things, to give feedback information in 

Internet+, and understand the normal operation status of customers’ machinery. For example, during 

the operation of machinery, customers can directly give feedback information to the company, and the 

company can also directly contact with customers and give them advice and measures. This is the 

direction in the future, to guarantee customers’ normal production and operation with the shortest time.  

Senior consultant of the enterprise said: “seen from the current situation, personnel, integrity and 

quality are most important for an enterprise. In July 2015, Science Technology Department of 

Zhejiang Province replied that the industry-university-research cooperation between WNJ and Xiamen 

University opened WNJ’s independent innovation model. In management, the company brought 

personnel in needs for its sustainable development; in production, the company pursued benefits based 

on quality; compared with last year, though its sales amount of this year slightly decreased, it attached 

more importance to quality control and new products R&D; in quality, from finish machining, it 

controlled the quality of every process; it’s the best period to improve quality awareness of personnel 

in the first production line when no output requirements are imposed to them, which is also the basis to 

improve its core competitiveness. Its product development direction in a later period is to release the 

dependence of domestic auto customers on import, and to accept WNJ products and WNJ brand.” 

The author considered that, with the economic and social development, an enterprise should be 

responsible for benefits, environment and employees, which is not only its legal responsibility but its 

social responsibility. Only by carefully performing its legal and social responsibility and establishing 

good reputation and image can an enterprise improve its brand image, attract needed personnel more 

easily for its development and retain talents.  

 



   

209 

5.5.7 Theoretical framework implications 

Figure 17: WNJ theoretical model (word frequency) 

 

Source: Author’s analysis 

It’s found in this case that brand and sustainable development of an enterprise are interactional. 

Adjustment factors between them are brand popularity and brand competitiveness. Influencing factors 

of machinery manufacturing brand include: machinery quality, after-sales services, technical skills, 

customer segmentation, market classification, products delivery and technical innovation. Influencing 

factors of enterprise sustainable development include: social responsibility, reserve of talents, 

enterprise integrity, personnel stability, skills improvement and R&D capability. Influencing factors of 

brand popularity include: market reputation and exhibition promotion. Influencing factors of brand 

competitiveness include: market share and customer satisfaction. Other relevant influencing factors 

have been analyzed in detail in previous cases. This section mainly analyzes that after-sales service is 

the key factor for brand construction of machinery manufacturing industry. After-sales service for 

engineering machinery is not just maintenance and service, but quality guarantee, maintenance, parts 

supplier, technical consultant and communication and exchange links between sales agency and 

customers after products were sold, which is a key factor for an engineering machinery brand to accept 

market recognition of its image. 

Though it was not late that China started its engineering machinery industry, the after-sales concept 

was established after reform and opening up policy. In planned economy era, purchasers and users of 

engineering machinery were always state-owned enterprises or institutions, which had complete 

maintenance and service conditions and equipment. Therefore, manufacturing enterprises needn’t 

consider for after-sales maintenance and service. With gradually deepening of reform and opening-up 

policy, our national economic development was accelerated constantly, and various engineering 
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constructions grew vigorously, bringing huge development opportunities for engineering machinery 

industry. Development of market-oriented economy also brought development opportunities for more 

people. Engineering machinery once possessed only by state-owned enterprises or institutions went 

gradually popularized and became a universally used tool in various construction projects. Meanwhile, 

there was a significant change in the ownership structure of engineering machinery. All kinds of 

enterprises and natural persons can be the users and owners of engineering machinery, among which 

not all have the capability for maintenance and services. In addition, various brands have become 

increasingly competitive and those owners who have maintenance and service capability are not 

willing to maintain equipment in person. Therefore, in the context of market-oriented economy, it’s 

necessary for manufacturing enterprises to provide after-sales service and maintenance of products for 

customers.  

It’s a critical moment for rapid development of China’s engineering machinery now. Various brands 

have become increasingly competitive, of which the result is that every brand involved should 

establish its own core competitiveness in one or more aspects, or it will be easily replaced in the 

competition. After-sales service of engineering machinery has gradually become a hot issue that every 

brand had to pay attention to, because it directly relates to the establishment of brand image and 

survival and development of an enterprise. Meanwhile, nearly every brand complains that after-sales 

service is becoming more and more difficult since customers have much more detailed and higher 

requirements. 

A product is incomplete in case of lack of after-sales service, and an incomplete product will have no 

prospect in the market. The author engages in manufacturing industry, and is always concerning about 

after-sales service or even the whole after-sales market. To do well in after-sales service is to meet 

customers’ demand for maintenance and service after purchasing the product. Customers’ demand is a 

key factor. Timely understanding and mastering customers’ demand is the basis for us to do well in 

after-sales service of engineering machinery.  

Collecting customers’ comments and suggestions is an efficient way to improve product quality. Every 

time when an enterprise solved a problem for customers, it would be improved as well 

correspondingly; every time when it has one more satisfied customer, its products market basis would 

be more stable. That is to say, during the course of after-sales services, it’s not only the customer who 

would be beneficial but also the production enterprise and agents. Good after-sales services may not 

only immediately solve customers’ problems, but also shorten the distance among production 

enterprise, agency enterprise and customers, getting brand images of both production and agency 

enterprises improved constantly. On this occasion, the relationship among the production enterprise, 
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agency enterprise and customers would be multi-win. 

5.6 Cross-cases analysis 

Scholars represented by Kathleen M. Eisenhardt prefer to the multiple cases research approach, and 

hold the view that such approach can better and more comprehensively reflect the different aspects of 

the case background, especially when multiple cases point to the same conclusion, and will 

significantly increase the effectiveness of the analysis.  

Based on above views, the author first conducts in-depth analysis on each case (there are 5 within-case 

analysis in 5.1 -5.5 herein) and its theme as an independent entirety; based on such independent 

within-case analysis, the author then concludes and summarizes all cases upon the same research 

purpose to obtain abstract and incisive research conclusion, namely, the cross-case analysis described 

in 5.6.  

Case analysis is a systematic process to inspect and investigate valuable information associated with 

the case. The process of case analysis used by the author involves 3 steps: first, gather all information 

in the case, and separate information related to case analysis, and then try to depict an overall situation 

status. For example, the author analyzes the market environment of the enterprise, and then classifies 

information obtained by interviews including enterprise building, brand building, enterprise 

sustainable development and their mutual relations; second, estimate, speculate and identify problems 

in the social and economic activities, and describe these problems in detail. For example, For market 

changes and challenges faced by the enterprise interviewed, the author details problem core, and 

analyze the countermeasures of the enterprise and their effectiveness in the case analysis; finally, 

provide an answer (an analysis model or a solution) for explaining or solving the problem, and provide 

sufficient evidence and necessary data to proof its rationality, effectiveness and feasibility. For 

example, in the analysis of each case, the author analyzes and interprets the relationship between 

enterprise brand and enterprise sustainable development as well as its influencing factors, and sets up 

the analysis model for description. 

The author will adopt the method recommended by Yin (2003) to compare the data collected with the 

author's theory (theoretical proposition), to focus on relevant data, validate assumptions and organize 

case research. For analysis techniques, the author will mainly use the explanation building analysis 

approach, with logic models and cross-case analysis as auxiliary analysis. Since there are many 

cross-case analysis approaches, the author adopts contrastive analysis on the empirical data and 

knowledge reflected in cases with the pre-set specific assumptions about relationships between 

different variables. 
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Gall and Borg (1996) divided the data analysis process into three classifications from the general 

characteristics of the analysis process: interpretational analysis, structural analysis and reflective 

analysis. In the analysis of cases, the author uses interpretational analysis approach to deeply 

investigate data and find out the construction theme and model therein. Through cross-case analysis, 

the author finds out the common pattern and generalizability of each case. 

5.6.1 Common findings 

Figure 18: Cross-case model 

Source: Author’s analysis 

Under comprehensive analysis, it is found that the main internal factors of brand are quality and 

customer. First of all, in the age of global competition, brand competition depends on the intrinsic 

quality of the product. Quality is not a sufficient condition for brand strategy of modern enterprises, 

but it is necessary and indispensable. Attention to talent quality and strict quality consciousness are the 

cornerstone of brand quality. In the area of quality assurance, only if all staff pay attention to quality, 

the quality of the product can be guaranteed. Therefore, enterprises should pay attention to corporate 

culture, stress quality and all staff participation, and strive to create the corporate philosophy of strict 

quality consciousness. Brand products generally have their own enterprise standards. Enterprise 

standards in specific indicators are higher than national standards. In particular product performance 

indicators, including safety, convenience and comfort, are even higher than national standards and on 

this basis with more brand culture and humanistic philosophy. With higher standards of quality, brands 

in terms of market competition can sometimes highlight their own quality standards. China product 

quality assurance system is increasingly becoming an important factor of competition for consumers in 
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the domestic market. Therefore, the comprehensive quality management system is the basic premise of 

corporate brand to gain competitive advantage. The competitive advantage of Chinese products in the 

international market, are mainly reflected in cheap. However, foreign enterprises often restrain the 

entry of Chinese brand thinking through anti-dumping action, and establish technical barriers through 

quality standards to prevent Chinese products from entering their markets. Therefore, quality 

decision-making is an important part of product strategy regulation. From the perspective of business 

operation, a brand to maintain its market power, first of all shall ensure the stability of product quality, 

and on this basis according to changes in market demands, maintain the steady improvement of quality 

and innovation. 

Zhang Shi-xian (2007) published that, from the view of the relationship between product quality and 

economic efficiency, low-quality products must be lack of profiting capacity because of lack of market 

competitiveness. With the improvement of product quality, brand awareness will gradually increase, 

and the market share and the profiting capacity will also increase. However, if they reach a certain 

threshold, the improvement of quality will cause product cost increase and profit decrease. Only when 

the cost increase range is lower than the price increase range after the quality is improved, it is 

profitable. Technology is the basic guarantee of quality. Replacing manual operation with automation 

control equipment can make the quality reach a new level in many ways. China's relatively low level 

of product quality is caused by many reasons. One of them is the small proportion of automation 

equipment, NC machine tool and machining center, and other electromechanical integration 

technologies, and the processing of most products still depends on the worker's manual operation. It is 

more difficult to guarantee products of high quality. Finally, enterprises should effectively improve the 

marketing of the product, establish a good brand image, maintain the competitive advantage of brands, 

pay attention to the quality of products at the same time, and follow the service-oriented business 

purpose, and strengthen the quality of service since it is the effective extension of brand quality. 

Another major internal factor of brand is customer. Customer in this paper refers to the customer 

experience. According to the definition of Berne H. Schmidt in his book of Customer Experience 

Management, customer experience management (CEM) is "a process of strategic management to the 

overall experience of customers on products or the company”. It takes improvement of customer 

overall experience for the starting point, focuses on each contact with customers, delivers target 

information purposely and seamlessly through coordinating and integrating pre-sales, sales and 

after-sales, various customer contact points, or contact channels, and creates positive feelings 

matching the brand promise, so as to achieve benign interaction, further to create differentiated 

customer experience, obtain customer loyalty, and enhance perceived value, and thereby increase 

enterprise revenues and assets value. Customer experience is the task constantly being improved by 
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each company. No matter what the industry is, enterprise customer experience is not single-point 

covering, but consists of multiple aspects, usually including brand image, product, service and users 

money cost and time cost. It is the difference of experience acquired by customers that constitutes 

users’ unique experience cognition on a company. Customer experience runs through the long chain of 

pre-sales, sales, after-sales, and is undoubtedly the top priority of company performance.  

Factors of a company (or a brand) that can be experienced by customers, either directly or indirectly, 

have different importance in different industries, different target markets and to different customers. 

But in the end the customer experience, good or bad, is inseparable from these factors, which is the 

reason why customers patronize (or visit). These factors include physical products and services; 

instant ones (such as in restaurants), and also future use (such as electronics and consumer durables); 

services such as basic services (service to basic products) and additional services to basic services 

(such as after-sales, maintenance and consulting services); relationship including various ways of 

enhancing the relationship with customers (such as VIP club, special offers to long-term customer); 

convenience including in the whole customer cycle process (before, during and after 

purchasing/consumption), easy, time and effort saving (such as online/phone bank); brand image 

including the brand positioning aiming at various markets and target customers; and price including 

evaluation, specifications, high performance-price ratio and customer segmentation pricing.  

In the case research, the author found that brand and enterprise sustainable development complements 

each other. Quality is what the enterprise’s life of a brand relied on. We cannot say that an enterprise 

with high quality products will develop sustainably, however, enterprises with poor product quality 

will not develop sustainably, and not become century ones, but may fail because of quality problems. 

Conversely, a successful enterprise is determined by many factors, such as market conditions, social 

environment, legal environment, the policy environment and the competitive environment in external 

aspects, and brand, products, innovation, research and development, services, and management in 

internal aspects. For some of these factors, enterprise operators can only go to adapt them as much as 

possible, but hardly control them effectively, while they can improve some other factors through their 

own efforts.  For sustainable development, enterprises must master internal factors which determine 

business success, namely, carefully understand these elements, refine the key compositions, seriously 

analyze, research and define the weak points of enterprises to be successful, and then take measures to 

constantly strengthen and recover, so as to maintain their strong competitiveness in the market, 

establish brand competitiveness and advantage, and always stand in a powerful position.  

Internal factors of sustainable development include social responsibility and innovation. First of all, a 

century enterprise is built on a high standard of corporate social responsibility. Only taking social 



   

215 

responsibility and actions to become a qualified corporate citizenship can constitute a higher level of 

social credibility and capacity for sustainable development. Corporate social responsibility describes 

how enterprises deal with factors other than economic benefit, namely how to deal with and protect 

the legitimate rights and interests of their employees, how to protect and open human resources, 

whether observe law and discipline, how to correctly use and protect the natural environment, and how 

to take humane care for vulnerable groups, and so on. These factors and the economic benefit of 

enterprises are evaluation evidences of the government and the public on enterprises in promotion of 

social sustainable development. Enterprise social responsibility includes: ① based on high yield, 

provide customers with value, respect and protect employees, and cooperate with relevant beneficiary 

parties; ②  insist in paying taxes according to law, strive to sustainable development without 

damaging the environment; ③ strengthen the values of humane care, serve the society and people in 

more extensive regions, and pay attention to the social contribution of enterprises in the 

non-commercial aspects. 

At the enterprise level, the implementation of SA8000 social accountability standard can improve 

enterprise daily management, and enrich rational business objectives. Corporate goals are not only 

reflected the profits in the financial statements, but also pay attention to the development of the whole 

society, labor, environment, combination of economic and social benefits, short-term goals and 

long-term goals, as well as global perspective. The implementation of SA8000 social accountability 

standard can help enterprises establish international credibility and good corporate images, make 

consumer have positive feelings on products, enable partners to establish long-term confidence, and 

secure long-term sustainable development of enterprises. Enterprise social responsibility includes 

prohibition of use of child labor and forced labor, respect to the rights of employees, refusal of 

discrimination in race, gender, nationality, religion and the disabled; strict implementation of the 

minimum wage law and the vacation system, implementation of the labor protection system; 

development of enough measures and mechanism to guarantee the health and security of employees; 

environment protection, reduction of pollution emissions, and energy saving; contribution to the 

community construction, support to programs for public good and humane care for social vulnerable 

groups. Without these constraints, there is no healthy market environment, let alone sustainable 

development of enterprises. 

The competitiveness of most Chinese enterprises in the international market is actually on labor 

resources and low prices. The price of low wages, forced labor, high energy consumption and 

environmental pollution has made the cut-throat competitiveness to an end. How to strengthen labor 

protection, reduce consumption, and protect the environment, is the social responsibility enterprises 

are facing. Within the enterprise, the emphasis is on the humane care of employees, such as the 
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protection of life and love, to minimize frequent catastrophic disasters. The cultivation of 

environmental awareness is conductive to the overall quality improvement of enterprises, and the good 

reputation thus obtained can improve the brand honor of employees, enterprise competitiveness and 

enterprise sustainable development capacity. Corporate citizenship is a more clear expression to 

enterprise’s social responsibility. Citizen is a natural person, enterprise as a legal person has the 

corresponding rights and obligations as a natural person. In Western European countries, to be a 

responsible corporate citizen is a company's top priority. Good enterprises take the corporate 

citizenship as one of their core values and actively practice it. Such enterprises should assume social 

responsibility as citizens, this common values is not spontaneous. In the West, in addition to the 

counterbalance of human rights organizations, labor organizations and environmental groups to 

enterprises, a more important factor is that the values of corporate citizenship has been quantified in 

the capital market. For example, investors are increasingly turning to ethical companies, make rating 

according to the performance in this regard, and estimate future performance of the stock market. The 

recognition from the capital market provides sound soil for the sustainable development of enterprises. 

From this research, it is found that development and innovation are important factors of sustainable 

development of enterprises. The vitality of an enterprise for sustainable development does not depend 

on the brand awareness or power, but depends on the development and innovation capability of the 

enterprise. Development refers to continue to push out new technologies and new products, while 

innovation refers to the commercial application of new technologies and new products. Of course, 

innovation includes enterprise system innovation and management innovation. According to 

Schumpeter's theory of innovation, innovation refers to an entrepreneur creates a new production 

function. This new production function may be in technology, such as the invention and use of a new 

material, a new production technology, or an additional new utility of a product; or a management 

innovation, which promotes new combination of various production elements and thus achieve 

increased utility; or a system innovation which may essentially improve the labor productivity or the 

operation efficiency of assets. In short, compared to research and development (R&D), innovation 

focuses on the commercialization of technological achievements. It highlights the conversion to the 

commercialization of new technologies and new products, and thus is a process of industrialization 

and commercialization. 

Development and innovation of technology and product for the vitality of the enterprise is like DNA 

for cellular organisms. Enterprises without innovation capacity will eventually disappear from the 

market. To this point, many people hold a negative attitude, and they often cite some old and famous 

shops or enterprises in the market to refute this view. China lack of world-level century enterprises 

may be led by many factors, but one of the undeniable is Chinese enterprises’ low technical level, slow 
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technical progress, weak technological development and product innovation strength. Weak enterprise 

development strength is fundamentally a lack of needed funds, personnel and equipment. Weak 

technical development strength has been a bottleneck in the technical progress of enterprises in China. 

The fundamental cause of product design and technical innovation of enterprises unable to keep up 

with market changes is lack of development capabilities. In China, the proportion of development 

costs to sales revenues is only 0.8%, while it is generally 3% to 5% in developed countries, and 7% to 

Japan Hitachi. Investments in enterprise technology development are generally low, causing slow 

technology improvement.  

Chinese enterprises lack the strength of technical progress. Technology development, innovation, 

transformation, introduction and digestion require a certain degree of economic strength and 

technological strength. Without considerable capital investment and the training of technical personnel, 

enterprises have no basis of technology. The probability of a product innovation smoothly passing 

through concept, design, development, pilot test and final access into the market is only 1% to 2%. 

The ratio of funds in product development and pilot test is approximately 1:10, and the ratio of funds 

in production introduction and digestion the product introduction and digestion is also approximately 

1:10. Chinese enterprises lack working capitals in normal production, let alone investment of more 

money in new technology development. The vast majority of enterprises do not have the capacity for 

technological development and innovation, lack funds and technology, have no test conditions, and 

lack technology collaboration, therefore, it is difficult for technology development and innovation, and 

it is also passive for the digestion of the introduced technology. The asset-liability ratio of many 

state-owned enterprises are now very high, their normal working capitals rely on bank loans, and their 

limited funds have to be used for technical transformation first, and thus there is no power engaged in 

technology development. Therefore, only investment in development and innovation can provide a 

good foundation for sustainable development. 

The author found that there is an important moderating variable between brand and sustainable 

development, that is, brand competitiveness, and its major internal factors are market share and 

profiting capacity. Since the main indicator to measure brand competitiveness is brand value, brand 

competitiveness is reflected by brand value. Increasing brand value, in effect, is to improve the market 

competitive power of the brand. Brand value is the value of brand realized in the market competition. 

The competitiveness of a brand is shown by its market share and profiting capacity. And it is also 

reflected in these two basic and decisive factors. Meanwhile, research on brand competitiveness 

requires to study the market leadership, internationalization ability, popularity obtained via advertising, 

development tendency and expansion capabilities of brand. That is the quantitative study of brand 

competitiveness and brand value has similarities in aspects, such as choice on elements, method 
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establishment, and model specification.  

In this sense, international and domestic quantitative study approaches of brand value can be used for 

reference in the quantitative study of brand competitiveness. It can provide us with at least the 

inspiration and reference in the methodology. A brand developing into a famous one depends on its 

real value leading in the industry. A famous brand is a symbol of competitive strength in the market, 

since it comes from the market, and is elected by consumers via consumption. Therefore, a famous 

brand is created upon the real market share and profiting capacity. The basic conclusion is: brand value 

is the intuitive expression of brand competitiveness. The higher the value is, the stronger the 

competitiveness is; the lower the value is, the weaker the competitiveness is. The competitiveness of a 

brand can be directly expressed by its value.  

The most basic point of brand competitiveness is the ability of a brand to open up the market. In fact, 

the competitive of a brand depends on the brand's market share first of all. If a brand's market share is 

relatively high, and it has a prominent position in the industry, the brand has the most basic 

competence. The direct measurement indicator of brand market share is the brand's sales achieved, and 

the proportion of the sales in the total sales of the industry. After all the absolute sales of brands in 

different sectors have tremendous differences, and the market share in their own industry is reflected 

by its relative ratio. In a market with a relatively clear boundary, if the market share of a brand is 

higher, the market competitiveness of the brand has some basis.  

The critical factor determining the value of a brand is its profiting capacity. A brand can show its 

competitiveness only with the profiting capacity over than the profit level of its industry. Or its high 

market share can only represent the profiting capacity of general industrial capital, not its profiting 

capacity. But in general, if a brand's market share is larger, according to the general principle of 

economies of scale, it is perfectly capable of getting the profit more than the average level of the 

industry. Different brands have different profiting capacity, and this is the embodiment of competitive 

differences, but also the realization of a brand as intangible assets of the enterprise in the economic 

sense.  

The development potential of a brand is also an important factor to evaluate brand value. For the 

owner of a brand, its significance lies in the future profits for the enterprise. This is the root cause of 

adopting the present earning value method for intangible assets in the asset evaluation industry. For 

intangible assets such as brand, it is to a greater extent to see its great profiting capacity in the future. 

Therefore, the development potential of a brand is important.  

Finally, through cross-case analysis, the author found that the core competencies affects brand and 

enterprise sustainable development. Products and technology are the main internal factors of enterprise 
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competitiveness. Brand and brand competitiveness are external performance of the core competencies, 

have irreplaceable distinctive capacities, are unique abilities of enterprises, hardly and even cannot be 

imitated by competitors; they enable enterprises to continue profiting and include the brand premium 

capacity to acquire excess profit, that is the competitiveness of a strong brand is high, with higher 

perceived quality, so brand products of an enterprise can have high price than that of competitors, to 

achieve excess profit. A strong brand has high awareness and loyalty, which lead all other competitive 

abilities of an enterprise and stand at the core position. They are obtained through long-term 

accumulation of the enterprise, and deeply rooted in the enterprise. They are sustainable and 

non-accidental, with extension force, allowing the enterprise to expand. And they are capable of 

constructing barriers to competition. Conversely, if an enterprise does not have core competencies, its 

brand must lack superiority and competitiveness, and its sustainable development will be difficult. 

Enterprise's core competencies is a reflection of enterprise technology, products, management, culture 

and other comprehensive advantages in the market based on the core resource of the enterprise, and 

the unique abilities formed in the course of business of the enterprise, not easy to be imitated by 

competitors and capable of bring excess profits. In the face of fierce competition, enterprises can gain 

sustainable competitive advantages and maintain the prosperous vitality only with the core 

competencies. Among which, products and technology are the core competencies of manufacturing 

enterprises.  

Competition among enterprises is reflected in the product. On the one hand, product market 

competition derives from producers of same products, which determines to a large extent, the level of 

competition in the product market. On the other hand, product market competitors are potential 

entrants in the industry, and these competitors are often associated with the capital market competitors. 

First of all, the product market competition derives from the producers of alternatives. Second, 

corporate competitors are those of independent goods. In particular for leaders in the market of the 

product concerned, the biggest threat for enterprises derives from the competition of alternatives, and 

even the competition of independent goods, especially in the event of the rapid development of science 

and technology and globalization acceleration. The rapid development of science and technology 

promotes creating alternatives and independent goods of original products, which shortens the product 

life cycle, in particular the maturity stage of the product, and thus a product (including alternative and 

independent) has just been completed to replace the original products, enterprises will have to take on 

new challenges. Therefore, under the situation of accelerating scientific and technological progress, 

the main competitors of some industrial products have been the producers of alternatives or 

independent goods. The globalization acceleration results in both the global flow of commodities and 

funds, but also the global flow of needs and preferences. Product variety used in the globe has been 
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synchronous basically, so that the kinds of goods consumers can choose to buy have increased 

significantly, and for most consumers, they can only allocate their limited purchasing power to 

commodities that can bring them the highest utility due to budget constraint. Thus globalization 

acceleration also causes more competition from alternatives or independent goods. For enterprises, 

their competitors in the product market will become so uncertain, especially for market leaders of a 

product, they shall pay attention to the existing product market competitors and the emerging ones of 

alternatives and independent goods, as well as changes in consumer preferences. 

Jin Bei (2003) put forward that, enterprise competitiveness refers to the comprehensive quality owned 

by an enterprise in the competitive market to continue to provide the market (consumers, including 

productive consumers) with products or services more effectively than others, and to make profits and 

realize their own development. Product market competitiveness can be measured by different 

indicators, of which the most important are market share and margins. The higher the two indicators of 

an enterprise are, the higher the product market share of the enterprise is, and it can also obtain 

resources and abilities required for its development. Competition between products is reflected in the 

contention of the limited purchasing power; resource competition among enterprises is much more 

complex than products. Because limited resources for the enterprise are in many aspects, such as 

capital, labor, land, raw materials, markets, and even the Government licenses, instead of only a 

limited number of customers. For emerging industries, due to competitive pressure in the market not 

very serious, the growth speed of enterprises is often limited to the productive capacity, and the 

productive capacity of enterprises is subject to the limited capital or a limited number of workers. 

Especially for the personnel-intensive industry, we often find that an enterprise which can get the 

contract lacks suitable person to perform it, so the competition among enterprises in some industries is 

often reflected in the job market, rather than in the product market. For some capital-intensive 

industries, there are often features of substantial economies of scale, so capital market success often 

leads to product market success. Diversified investment or operation of enterprises extends the 

competition among enterprises from resources element market to product market. Under the 

contemporary technical and economic conditions, barriers to entry of any industry are relative, and 

enterprises with enough power can be involved in a variety of industries. Therefore, product 

technology and resource (component element of product) monopoly reflects the core competencies of 

the enterprise.  

Secondly, competition among enterprises is reflected in the mastery of the core technologies. 

Technological innovation requires research and development investment strength as a guarantee. For 

the same investment strength, the research and development funding amount invested by large 

enterprises will be significantly higher than that invested by small ones. Two pillars needed for 
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enterprise technical progress: capital and talents. For enterprises, research and development (R&D) 

efforts are often measured by the share of R&D in sales revenue. In different industries, the proportion 

of investment in R&D is different, namely, 3% to 5% for general industries, and 8% to 10% for 

high-tech industries. For the same proportion, the investment of large companies in technology 

development will be higher due to their capital strength. In order to fundamentally improve the core 

competencies in the market, large enterprises all invest more funds in new product development, so as 

to continue to push out new products and technologies. 

In terms of technological progress, economic research at home and abroad shows that: throughout the 

chain of technical progress, the investment ratio of research and development-intermediate 

experiment-scale production is roughly 1:10:100. For small technology development institutions or 

companies, they may occupy a certain advantage in talents due to their special talents. However, in 

terms of capital investment, small companies always have problems to deal with, and hardly can 

compete with large companies. Especially in the test phase of new technologies and new products, it 

should be said the most risky stage, small companies have no financial resources to conduct 

intermediate experiment. Competition of technological strength among enterprises finally translates 

into the competition of economic strength, and this is also the monopolistic advantage of large 

companies to mature technical products based their assets strength. Once technological advantages are 

monopolized by large powerful companies, they have mastered the initiative of new products launch. 

They always push out their new products in a timely manner, and lead the market trend with their own 

core technology, which is one of the most important aspects to maintain the vitality of their brands, 

and is also one of the important factors promoting enterprise sustainable development. 

5.6.2 Specific findings 

From Case 1 Qianjiang Spring, it is found that brand is a kind of culture. Brand culture actually 

represents the corporate culture and values. A company's brand and products often permeate the 

company's corporate culture. From the perspective of brand strategy, the author believes that corporate 

culture is the values advocated by the influential people in the enterprise and identified by employees, 

and various codes of conduct to be followed under the guidance of such values. Although this kind of 

corporate culture is invisible, it is able to penetrate into product production, design, development, 

marketing and services through employees’ behavior, so as to demonstrate corporate identity and 

brand appeal.  

Enterprise's core values are not only the core of the corporate culture, but also the core of enterprise 

competitiveness. Naturally, an enterprise to be excellent and outstanding has to have quality products 

and perfect services, scientific and technological development and innovation capability, and also 
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advanced system as a guarantee. However, it’s the corporate culture under the guidance and influence 

of enterprise core values that works in forming enterprise cohesion and promoting employees’ 

conscious action. Products can be developed, technologies can be developed and also purchased, 

systems can be formulated, and skills can be trained. However, what really belongs to the enterprise 

must be the corporate culture based on core values, advocated and cultivated with efforts. Such culture 

is formed in the long-term management practice, cannot be duplicated, transplanted, copied, or cloned, 

and hardly can be imitated. It is the embodiment of core competencies of enterprises. Without its own 

core values, corporate culture, an enterprise which copies others’ value idea will not form the core 

competencies, and even harder to show its brand personality and appeal in the market. Chinese 

enterprises especially need to shape their own corporate culture based on the establishment of core 

values.  

Branding relies on product quality, behind which is management; the core of management is 

customers; customer loyalty is the credibility to the enterprise (enterprise credit). A company's brand 

reputation and power, competitiveness and customer recognition, finally depend on the long-term 

enterprise credit represented by the brand. Honesty, trustworthiness and no damage to customers are 

only the most basic credit. More brand value is reflected in the consideration for customers, creating 

value for customers, and achieving consumer satisfaction. To this end, managers also need to establish 

a relationship based on mutual trust with distributors, agents, suppliers, investors and market 

management and supervision organizations.  

From WNJ and Chongqing Chicheng cases, it is found that enterprise credit is the most fundamental 

for an enterprise implementing brand strategy. An enterprise’s product quality may appear problems 

caused by negligence, and an enterprise may also incur media exposure and public accusations 

because of environmental problems. However, as long as the enterprise is trustworthy, temporary 

quality problems can be resolved through recall, replacement, repair or any other means, so as to win 

back customer trust; for problems such as environmental pollution and social responsibility, the 

enterprise can also regain the social reputation through the commitment to correct faults and blunders. 

To do best in brand reputation and keep it for a long term, credit is crucial. We can't expect small 

enterprises which make fake and poor quality commodities to build brand reputation, and cannot trust 

swindling ones to enable their brands to obtain market support. Without credit and brand, enterprises 

will not win the favor of customers. In China market, winning the trust of customers is very difficult. 

Each link from products production and transaction in services may have a potential of causing false 

phenomenon and traps. Customers hardly believe a product untried ever has high quality, or services 

are in place. Only through trial and error, they can recognize real trustworthy enterprises from traps. 

Such a brand is really trustworthy. Honesty is one of the most fundamental factors. Honesty has 
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become the power of personality of an enterprise.  

Brand reputation is a kind of enterprise’s intangible assets. The more this kind of assets is accumulated, 

the better the enterprise credit is. With good credit, an enterprise can gather various economic 

resources to provide the market with better products and services. Brand competitiveness comes 

mainly from the enterprise credit represented by brand. An enterprise which keeps its promise is in 

fact building its brand reputation, while an enterprise which does not is overdrawing its brand 

reputation. In addition, the tendency of the products homogenization is more and more strong. 

Reduction in quality difference causes customers will not take quality as a main criterion in terms of 

consumption choice. Customers pay more attention to the satisfaction of individual needs and quality 

and timely services of vendors. Therefore, customer satisfaction is becoming an important factor in 

brand competition. For enterprises, it is not enough to just know and understand customers' 

satisfaction with the products and services provided and being provided. Every enterprise wants to 

have loyal customers, and hope they are loyal to its brand. Enterprise credit is the guarantee of 

customer loyalty. 

From Chongqing Jin Hui case, it is found that internal and external factors affect the investment in 

brand and value of enterprises, and brand affects enterprise sustainable development. Lack of brand 

support, enterprises need to frequently adjust their business to response to changes in the market. 

Influence factors of enterprise brand include management awareness, brand awareness and price 

sensitivity. In case interviews, it is found that most interviewees still remain on the product and 

marketing concept, and think that quality products and variety innovation are the magic weapon for 

winning the market; some believe branding must have huge capitals invested; others argue that smooth 

sale of products is the greatest success, and obtaining profits by selling the product is equal to 

branding. Under the increasingly fierce market competition, in order to reduce costs and brand 

investment, some enterprises take part in the competition with frequent promotions, price reduction 

and price wars, which form a vicious circle. Therefore, an enterprise management’s lack of brand 

management consciousness, brand strategy management organization system and specialized brand 

strategy managers, often lead to its brand power weakened. Brand awareness refers to public attention 

for a brand, and also refers to current state and degree of pursuit of a brand. In addition, in the theory 

of Economics, price sensitivity is expressed as the customer demand elasticity function, namely, 

product demand changes due to price changes. The more consumers are loyal to a brand, the lower 

their price sensitivity of such product is, as in this case, the brand is the decisive factor of consumer 

purchasing. Consumers often believe that luxury and famous brands should have high prices, since 

luxury is a symbol of identity and status, and have higher levels of product quality and service quality. 

Brand positioning will directly affect the expectation and perception of consumers to product price.  
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From TGOOD case, it is found that a real strong brand with market competitiveness is determined by 

three factors: price, quality, and marketing. These three factors are interrelated and interacted, and 

jointly promote the brand competitive power achieved. The competitiveness of products of a brand in 

the market is not only determined by price, after all, different brands have different market positioning, 

namely, some brands position in the premium market, some position in the low-price market, some 

seek for the middle-price market. In terms of quality, of course, it does not mean the higher the better, 

there is also different market positioning. Brand marketing strategies tend to be organized around 

different quality and price positioning, performing different advertising campaigns and promotions for 

different groups of consumers. The key issue here is quality and price matching, so that a product with 

high quality can be priced highly. In the market competition, prices are compared in case of equivalent 

quality, and the lower the better; quality is compared in case of equivalent price, and the higher the 

better.  
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Chapter VI: Discussion and Conclusion 

Based on the interpretation and combing of the relevant research literature and serious case studies, 

this paper discusses deeply about the relationship of SME manufacturer’s brand and sustainable 

development, concludes some academic views, and proposes available recommendations in 

management practice.  

First of all, the author analyzes the basis and validity of each case, including research theory and 

methodology mechanism, characteristics, advantages and disadvantages. In this paper, it is to specify 

the scientificity of the research method, the objectivity and reality of research materials and objects, 

and the adequacy of the research quantity. Meanwhile, the author explains the mechanism of the 

research method, points out its characteristics, and evaluates its superiority than the previous one. In 

addition, the author also shows shortcomings of this method, especially the failure of controlling 

certain experimental conditions, and obvious drawbacks. 

Secondly, the author points out that the new findings of research results, take analysis and 

interpretation on them, and make comparative analysis according to the theory of this study, domestic 

and foreign literature, and the practical experience of the author. This section focuses on the theoretical 

and practical significance of the results, that is, the value in theory, the guiding function, the 

application value, economic benefit and social benefit, and so on. The results of this study are also 

compared with previous literature, so as to further confirm the advancement and reliability of the 

results.  

The last part is the topics to be studied in the future and vision. This section discusses the shortage of 

current study, striving direction and some problems to be further studied in the future on the basis of 

the achieved outcomes until now.  

6.1 Research basis and validity  

6.1.1 Theory selection 

The author chooses the resource-based theory as the core theory of this study. He thinks that brand is 

the performance of enterprise-specific overall competitiveness, is the trust and recognition of 

consumers, and is a kind of uncopied and irreplaceable heterogeneous resource. So unique, valuable, 

rare and non-flow brand resource naturally becomes the source of enterprises to reap excess profits, 

and this resource is hardly replaceable, it is also a kind of energy of enterprises for sustainable 

development. Therefore, to obtain advantageous or dominant competitive position, enterprises must 

have a certain amount of internal resources (for example, brand competitiveness, management system, 
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and technological innovation), especially strategic resources that are lacked by other enterprises (such 

as technology, channel, monopoly, talent and brand), which is also the logical deduction basis of the 

resource-based theory. 

In cases, it is found that resource in the resource-based theory is a collective concept, this is very 

similar to the resource integration concept Chinese enterprises often say. Brand competitiveness and 

core competencies are important resources of enterprises, and they are reflected by brand value and 

sustainable development, which verifies the reasonableness of the assumption and theory application 

of the author. For example, Qianjiang Spring and Chongqing Chicheng show that good brand does not 

necessarily guarantee the sustainable development of enterprises. Brand competitiveness is also 

needed in order to create value for enterprises. Therefore, only brands with high competitiveness can 

create market share and profiting capacity, and provide the impetus for sustainable development, and 

brand competitiveness thus can be considered the core resource of Qianjiang Spring and Chongqing 

Chicheng. From TGOOD case, it is found that TGOOD’s development strategy is providing customers 

with fine products and quality services by Sino-foreign joint venture, research and development, 

product innovation and acquisition of key technology, to continue to expand and consolidate its core 

competencies. Promoting core competencies through technological competitiveness is a model of 

development. In a variety of patterns forming the core competencies of enterprises, technological 

competitiveness and core competencies is a strategic choice of sustainable development in line with 

the scientific development concept. Sino-foreign joint venture to learn from each other, mastering core 

technologies and building brand value is the best way of TGOOD for long life. Therefore, core 

competencies and brand competitiveness can be regarded as the core sources of TGOOD. Chongqing 

Jin Hui case shows that internal and external factors affect the investment in brand and value of 

enterprises, and brand affects sustainable development. In case of lack of brand support, enterprises 

need to frequently adjust their business to respond to changes in the market. Influence factors of 

enterprises brand include management consciousness, brand awareness and price sensitivity. Therefore, 

the problem reflected in Chongqing Jin Hui case is, lack of brand resources leads to sustainable 

development constrained. From Shengzhou Versatile case, it is found that this is the critical moment 

for the rapid development of China's machinery industry, with increasingly fierce competition between 

brands, and the result of competition requires every competing brand must establish its own core 

competencies in one or more aspects, or they will be eliminated quickly in the competition. Therefore, 

brand competitiveness is the important resource of WNJ, and helps it maintain business growth under 

downward pressure in the economy and market.  

In summary, brand competitiveness is the market performance form of enterprise competitiveness; 

brand competitiveness is rooted in the consistent commitment of a brand to customers and the 
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resulting customer value; brand competitiveness is the result of effective resource allocation, and 

constitutes an important resource of enterprise development. Brand competitiveness is a 

comprehensive ability of a brand to compete on the market, and an ability of securing the market, 

access to dynamic competitive advantages and obtaining long-term profits formed because of its 

particular nature or advantages hard for competitors to imitate, which is essentially a manifestation of 

enterprise resources. From the perspective of enterprise, competitive brands have the following effect: 

attract new and old customers; strengthen customer’s brand loyalty and post-purchase satisfaction, 

reduce customer’s efforts for trying new brands; win valuable time of strategy adjustment relying on 

customer’s brand loyalty in case of competitive products appearing in the market; have high price, 

lower promotions cost; strengthen enterprise’s influence on channels; grasp opportunities of brand 

extension; form intangible obstacles to competitors due to competitive advantages, and so on. From a 

customer perspective, competitive brands help to enhance confidence to buy, control purchasing risk; 

help to reduce the pressure of customers to buy, guide customers to transit from product identification 

to brand identification, and so on. Brand’s effect on enterprises and customers does not derive from its 

simple identification function, since there are other forces behind the identification function 

supporting the brand to have competitive effect and form brand competitiveness. As one of the most 

important resources, brand is conductive to expansion of enterprise assets, that is, the first is to add the 

brand value; the second is to promote social resources to flow into strong brand enterprises based on 

the existence of brand assets, to increase the total value of enterprise (Shen Zhan-bo, 2005). 

Core competencies is the source and capacity to bring enterprises competitive advantages relative to 

the competitors, comes from the effective integration of enterprise resources and capacities, helps 

enterprises stand out from competition, and reflects the characteristics of enterprises. As a kind of 

action capacity, core competencies allow enterprises to go beyond the competitors. With the core 

competencies, enterprises enable their products and services to create more value for customers. 

Competitive advantages may result from valuable and rare resources, but to gain a sustainable 

competitive advantage, enterprises must have resources and capacities unable to be imitated and 

copied by competitors, and make resources play an effective role in overall performance through 

effective resource integration.  

6.1.2 Methodology application 

The author adopts the case study method for the following reasons: 

First, the nature of the problem. The author finds that the existing literature cannot completely explain 

and answer the question to be studied, which requires to summarize and induce the theoretical 

framework and conceptual model in practice, for this reason, theory building process shall be 
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conducted, rather than theory testing process. Therefore, the best research strategy should be a 

qualitative induction method, rather than deductive analysis and derivation from the existing 

theoretical assumption. Comparison with other methods, case study is to be more fully close to reality 

through in-depth case investigation and systemic information analysis, allowing researchers to have a 

sufficiently sensitive and comprehensive understanding of reality, and turning vivid stories in cases 

into theoretical elements. In this way, a rational and objective observer can break the existing 

conceptual framework through case studies, and establish an effective and exploratory theoretical 

framework. 

Second, the complexity and the timeliness of the problem. The author finds that the problem is 

complex and dynamic, which requires to grasp the nature of the problem as a whole, to enhance 

comprehensive understanding of the problem, and this task is often unable to be completed with 

quantitative research methods. For example, the questionnaire is a commonly used method of 

management, however, this method always simplifies and standardizes problems in advance, to obtain 

results through the mathematical statistical analysis of a large number of samples, so it cannot cope 

with the complex and dynamic problems, and always limits the angle of observation, causing 

researchers lack of sensitivity to information. Relative to the shortcomings of insufficient depth and 

comprehensiveness of the questionnaire with wide range, researchers can contact with interviewees 

more comprehensively and in-depth through case studies. For example, through face-to-face 

communications with management personnel on the front lines, listening to their vivid stories of the 

experience, and understanding the experience and process that reflects actual management, researchers 

can find knowledge associated with reality, and construct the theoretical framework with general 

explanatory ability, in order to better solve practical problems in management. Further case study is 

not only a process to get the data, but an interactive process of learning and cognition, which is also 

unable to be completed through the quantitative research methods. 

Third, case study is more advantageous to get rich information through communication. The author 

believes that face-to-face interview enables to achieve effective communication, while a simple way 

does not. For example, the questionnaire can be effective only in the situation of problems no 

differences and completely understood by interviewees, while the case study on site can make 

researchers have opportunities to explain and describe relevant concepts to interviewees, and the 

information communication is two-way in the study process, therefore both parties can have common 

awareness on the nature of the problem discussed due to full communications through repeated 

feedback, to guarantee the validity of the data obtained by researchers. If there is no valid data, no 

scientific thesis will be obtained even though using sophisticated method of analysis. 
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Finally, the difference between theoretical framework and mathematical model. Case study is to 

produce theoretical framework, rather than mathematical model, which is often in appropriate in 

engineering colleges. Li Huai-zu (2000) said, "Engineering graduates prefer a mathematical method, 

although the problem to be solved in the paper problem is not clear, they have selected some 

mathematical methods and models in advance, which is a violation of basic rules". Actually, the 

increasingly mathematical modeling of social science theory has become a trend internationally. Only 

14% management literature during 1984 to 1990 used qualitative research methods, and most of the 

rest used quantitative research methods, which was caused by the influence of United States 

academics, since United States academics dominate international management literature, and they tend 

to quantitative research methods. Driven by this academic trend, studies which adopt highly difficult 

quantitative mathematical tools can be certified with high level of research. In fact, compared with the 

economics, management is much closer to the front line of economic life and management practice, 

however, management practice changes quickly, so it is very absurd thinking to use the model limited 

by very strong assumed conditions to cover the ignorance of the management reality. Coming from 

practice and being applied to practice should be the basic method of management studies. 

Essentially, method selection must be suitable to the resulted and output to be obtained, theoretical 

framework and mathematical model shall be applicable to different types of research: theoretical 

framework model is suitable to the research with complex variables and relationship, and can be used 

to easily find out the relation between variables, variable orientation, the pattern of variable 

transformation, influence on results and other output ways; while mathematical model is only suitable 

to the problem with limited complexity, filters out the vivid image of many phenomena, and will 

simplify complex problems into several key variables, therefore, it is only suitable for the carefully 

defined boundary. Mathematical model and conceptual framework have their pros and cons, 

mathematical model method has to challenge the accuracy of the variables and the association between 

variables with the theoretical model method; while the latter has to challenge the variables and the 

dynamic characteristics of important parameters neglected with the former.  

Advantages of the case study: 

 (1) Results of the case study can be accepted by more readers, not limited to academic research 

circles, and give the reader a real sense. 

 (2) Case study provides easy to understand explanations for other similar cases. 

 (3) Case study personnel may find special phenomenon neglected by traditional statistical methods. 

 (4) Case study is suitable for individual researchers, without research group. 
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 (5) Case study not only details phenomena, but also involves in more in-depth analysis of the reasons 

behind the phenomenon, that is, it answers how and why questions, and also helps researchers grasp 

the cause, effect and essence of the event. 

 (6) Cases come from practice, have not had theoretical abstraction and simplification, and are 

comprehensive and real responses to facts; therefore, case study as a starting point for scientific 

research can effectively increase the empirical validity. 

Defects and shortcomings of case study:  

 (1) The results of the case study are hardly summarized to general conclusions. 

 (2) The stringency of case study is more open to doubt. For example, how to choose a case is not as 

general as the questionnaire in terms of significance. 

 (3) Case study is time-consuming, and case report may be too long, therefore, the problem reflected 

is easy to blur. 

 (4) Due to the time-consuming, the case study does not generally involve in a large number of cases, 

but small sample research. When small sample research conclusion is applied to a larger group, the 

validity of the case study method is greatly reduced. 

While the case study has many shortcomings, the author believes that it is the most appropriate for this 

paper; meanwhile, he has taken into full account the company paper documents and site visits to verify 

interview information, and follows principles of methodological triangulation to improve research 

quality and guarantee the reliability of the findings. 

6.1.3 Research quality and validity 

Yin (1994) said, case study design has 4 quality indicators. The author uses these 4 indicators to 

measure case data and the quality and validity of the findings.  

First, construct validity: the author uses word frequency to form a correct, operational measurement on 

the concept studied. In 5 cases above, the author uses multiple sources of evidence to verify the 

information and form a chain of evidence. He also requires evidence providers to check and verify the 

draft of the case study report. Strategies adopted by the author include data collection, data analysis, 

and phased verification of report writing and principles of methodological triangulation. 

Second, internal validity: internal validity is related to the uniqueness of the interpretation for the 

findings, that is, if the findings have one, and only one, way to be interpreted, the internal validity of 

the study is high; if the findings can be interpreted by more than one way, the internal validity is low. 
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Therefore, any factor in the study leading to the other interpretation for the finding is a threat to the 

internal validity. The author has repeatedly checked comparative information basic theory, sustainable 

development-related literature of domestic and foreign brands and enterprises, practical experience of 

insiders and himself, to verify the reliability of the findings and the interpretation. The author has also 

repeatedly reviewed the draft of the case study, and optimized the interpretation of the case study 

based on feedback from interviewers. Therefore, the author believes that the internal validity of this 

study is high. 

Third, external validity: the generalization performance of the specific findings. The study has external 

validity, which means its findings can be generalized to other situations; if not, the findings cannot be 

generalized. There are three main threats to external validity: sampling, artificial environments, and 

repetitive study process. This study is a multiple case study, taking Chinese SME manufacturers as 

samples, selecting representative enterprises (annual income of over RMB 100 million Yuan, own 

brand for more than 10 years, a market share of more than 20%) for within-case analysis and 

cross-case analysis. In this study, there are 5 cases in total (the author's own enterprise and enterprises 

of his EDBA classmates) as objects of the study. The author thinks this study has high external validity. 

Since it is found that factors such as industry environment, economic environment and enterprise 

environment may affect the findings of the study, he has adopted the cross-case analysis to isolate such 

influencing factors and to draw general conclusions.  

Finally, reliability: it refers to the consistency degree of the results obtained through repeated 

measurements of the same object with the same method. In this study, the author ensures that every 

step of the case study has followed rules, been documented and is capable of repeated measurements. 

For example, the collection of information is repeatable, and similar results can be obtained by 

repeating the study.  

6.2 Theories, practice and empirical findings 

Theories and practice are interrelated and mutually reinforced. Separated from any one, the other one 

would be independent and incomplete, just like a car couldn’t move when one of its wheels is missing. 

Society is the car, while theories and practice are an integral part of wheels. All theories are summed 

up on the basis of practice and applied necessarily to practice at last. Practice is the sole criterion 

testing the truth. Theories apart from practice can’t be called truth.  

In the management practice, if there is no previous theory as a guide, people would surely make more 

detours which would certainly lead to inefficiency. However, inefficiency is a taboo in reality and 

would result in a waste of human and financial resources. Therefore, theories are essential in practice. 

They are mutually reinforced. We rely on theory to guide practice and endow it with particularity of 



   

232 

times, constantly update theories, make it more suitable for modern social theory to guide practice, and 

infuse something new into it so that it could lead social development in the forefront of the times. 

They influence and promote each other. Therefore, we regard their relationship as a circular chain.  

6.2.1 Academic research recommendations for scholars 

Based on the above analysis, the author obtained the following findings in brand construction and 

sustainable development of Chinese SME manufactures. 

 (1) Quality is an important internal factor of a brand.  

Quality is the basis of creating famous-brand products and services. Chinese-made products and 

services have lower quality compared to international famous-brand products or services. With 

progress in technology, intensified market competition, and changes in consumer demand, the concept 

of quality continues to evolve and develop. Product quality has more rich content, including the 

product's functions, features, reliability, service satisfaction and many other aspects. Some enterprises 

blindly pursue the external reputation of a brand, but ignore that the foundation of a brand is quality 

construction. 

 (2) Technology is an important internal factor for sustainable development of an enterprise. 

Technical innovation is the most direct and efficient way for brand construction. First, corporate 

investment in science and technology determines its comprehensive competitiveness of which brand 

competitiveness is an important factor. Corporate technical capability directly determines its core 

competency. Then, corporate investment in science and technology determines its brand quality. 

Formation of quality depends on technology and knowledge accumulation. A brand that has higher 

levels of technology and knowledge accumulation has higher technology content. Also, enormous 

scientific and technological strength will support the enterprise to unceasingly develop or research 

new brands or products. Only those who keep close to customers and take meticulous considerations 

for customers’ interests can accept recognition and acceptance from customers and have competition 

advantages.  

 (3) Innovation is an important internal factor for enterprise competitiveness. 

Innovation, especially constant innovation, is a significant issue an enterprise is facing. Among which, 

technical innovation, management innovation and innovation of business models are undoubtedly 

important factors that can influence an enterprise’s competitiveness and sustainable development. 

Innovation has been the only way for transformation and upgrading of Chinese traditional industries. 

Innovation involves in products, enterprise culture, management and especially transformation to 



   

233 

brand orientation. Chinese enterprises must depend on innovation for standing out from the crowd in 

global competition. Particularly in the current situation, global economy has a financial gloom; 

Chinese economy is facing difficult transformation; mobile internet, new materials and resources and 

other high technologies emerge endlessly. The future of a country and enterprises is based on its 

current innovation to a large extent. Innovation helps achieve China Dream. Lack of innovation means 

to be replaced. 

 (4) Market share is an important internal factor for brand competitiveness.  

Brand competitiveness refers to the power a brand shows in fierce competition, which is different from 

or superior to that of other competitors and supports its own sustainable development. It’s an 

enterprise’s capability to make its products or services superior than that of competitors and faster 

meet market demands, so as to improve its ability to obtain market share and valuable profits through 

implementation of brand strategies, integration of its own controllable resources. A competitive brand 

doesn’t necessarily have valuable profits but surely has market share, which is a benchmark to 

measure a brand’s sales quota in the market and a proof to show market position and competitiveness 

of its brand. 

 (5) Brand competitiveness and enterprise competitiveness are major regulating factors.  

Brand competitiveness is a regulated variable for sustainable development of a brand and an enterprise. 

A good brand couldn’t always ensure sustainable development of an enterprise, which also needs 

brand competitiveness to create value for an enterprise. Therefore, only a competitive brand will 

provide motivation for an enterprise’s sustainable development. Likewise, sole brand competiveness is 

insufficient to ensure sustainable development of an enterprise. It must have core competency so that it 

can constantly provide products or services for the market (consumers, including productive 

consumers) more efficiently than other enterprises in the competitive market, and acquire potential and 

quality for profits and sustainable development.  

 (6) Brand and enterprise sustainable development supplement and influence each other.  

There is a close relationship between brand and enterprise sustainable development. Brand is a 

guarantee of quality and a basis for reputation. A firm doing well in branding will greatly improve its 

capacity of risk resistance, financing, reputation based on social responsibilities and sustainable 

development. Sustainable operation ability is the best explanation for brand competitiveness. 

Sustainable operation and innovation are the source of vitality of an enterprise brand. An enterprise 

can’t sustainably develop without brand construction and technological and management innovation; 

what counts for brand construction is quality assurance and enterprise credit; what’s more important is 
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the stability of core backbones and employees. 

6.2.2 Recommendations for brand construction and enterprise sustainable development  

China has a lot of enterprises, as is the case with brand. However, really valuable brands are rare and 

precious. Systematic and scientific brand strategies are rarely to be seen among Chinese small and 

medium-sized private enterprises. We often see several enterprise founders shouting loudly: To be a 

leader in the industry or To create the first brand of the industry, but most of which are just slogans. 

The ambitious goal is of course important, but it doesn’t represent that the enterprise would truly 

implement efficient brand strategies. However, the fact is most Chinese enterprises lack brand 

strategies and they are unsystematic and incomplete. Due to lack of ideology, framework and state, 

brand strategies were not improved to the level of an enterprise’s overall strategy. Therefore, the 

author puts forward some recommendations for Chinese SME Manufactures on corporate brand 

construction and sustainable development. 

 (1) Improve an enterprise’s independent innovation ability. Technical innovation is naturally a course 

and result of technological and industrial resources integration. An enterprise may be a true market 

subject through institutional innovation. Strengthen an enterprise’s dominant position in independent 

innovation; establish a technical innovation system with enterprise as the subject, market orientation 

and integration of industry-university-research cooperation. Strengthen the efficient link of an 

enterprise between the technology introduction and absorption process; improve technical matching 

and independent development ability. Qualified enterprises should establish the technical center, 

engineering center and industrialization base, striving to cultivate a technicians training center 

integrating R&D, design, manufacturing and system.  

 (2) Improve corporate quality control. Establish a sound quality control system; promote advanced 

technical methods and modern quality control philosophy and methods. Clarify an enterprise’s entity 

responsibility for quality; strictly implement major accidents report due to quality and emergency 

processing system; improve traceability system for product quality; earnestly fulfill quality assurance 

responsibility and legal liabilities to recall defective products; shoulder liability for quality damages 

according to law. Play the guidance role of preponderant enterprises; promote preponderant enterprises 

to become principal participants of international standards and subject of implementation of national 

and industrial standards; actively take part in formulating standards for enterprises alliance.  

 (3) Improve corporate comprehensive quality. Entrepreneurship is the most important power to 

promote economic development and also the motive power to promote enterprise innovation. Promote 

enterprise institutional reform and improve corporate governance structure. Through various forms, 

vigorously improve the comprehensive quality of enterprise operators and strengthen their strategic 
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thoughts and management ability focused on environment train, resources integration and planning 

control. Encourage introducing advanced management philosophy, methods and means, overcome 

experience management and rule by man management, establish scientific management system and 

change management styles. Optimize enterprise organizational structures, management styles and 

management standards; validate the management system to meet requirements for market competition 

and improve the management efficiency to reach a new stage. 

6.2.3 Recommendations for governments on standards and policy construction 

Relevant policies play a decisive role in promoting national brands construction. On such issue, there 

is a difference in industrial economic theories between developed and developing countries. Western 

countries lay particular stress on industrial organization and protection of valid competition while 

Japan and Korea focus on industrial policy and protection of the development of brands with 

competitive potential. In the past, Chinese government paid close attention to GDP growth of 

industrial chain for a long term instead of necessary policy environment for brand construction in 

policy guidance. To cultivate a national competitive brand, there may and must be sufficient policies 

as support. The author advises the government to prepare the following standards and policies to 

promote more world-class Chinese brands.  

 (1) China must prepare strict production standards. Products and production standards are basic 

conditions for the establishment of national brands. If national products standards are not strict or even 

relatively low, these products are difficult to bring about brands with international influence, especially 

when the basic demand of domestic people have been met, and it needs to appropriately improve 

demand for brand consumption. Advance of production standards with the times is one of the most 

important steps for national brand construction. Due to excessive concessions to manufacturers, 

Chinese dairy standards suffered from social criticism. From the viewpoint of brand development, it’s 

not good for the formation of national brands to execute such standard for a long time. The formation 

of national standards should be evaluated not only in finished products and services, but also in 

production process, which is a basic requirement for China to create world-class brands.  

 (2) Investment and financing policy. Investment and financing policy is the most necessary policy for 

national brand construction. No matter technical development or industrial extension, brand 

development needs sufficient financial support. Flexible and efficient investment and financing policy 

may provide good policy support for brand financing. There is no policy without preference. To some 

extent, policy is a barometer and compass of government preference. If the government gave sufficient 

preference in investment and financing policy for the development of a promising brand, it may bring 

about considerable demonstration effect to promote brand development. The construction of brands 
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like Korean Samsung, LG, Hyundai and Posco representing the national level was resulted from the 

fact that government played an important role in investment and financing policies in 1980s. 

 (3) Industrial organization policy. Industrial organization policy is the major policy for a country to 

protect valid competition. Actively promote industrial merger and reorganization to concentrate valid 

economic, technical and capital resources to brand, or integrate relevant resources through brands to 

form adequate market competitiveness, which is the point of strength for industrial origination policy. 

In addition, China should try its best to break the monopoly upon industrial organization policy, to 

form a market situation with valid competition, to get a full play of brand influence and make 

consumers get brand recognition and acceptance through brand consumption, which is the inevitable 

course for brand development and also the point of strength for industrial policies.  

 (4) Scientific and technological development policy. It’s not too much to evaluate the importance of 

scientific and technological development policy for brand development. On one hand, space industry, 

aviation industry, railway transportation and textile industry representing Chinese brand influence in 

the world all have a close relationship with advanced technology development. China’s space delivery 

technology, satellite remote sensing technology, high speed railway technology, superconducting 

technology, extra-high voltage power transmission technology, coal decomposition technique and 

Generation IV nuclear power technology taking the lead in the world have a close relationship with 

our national scientific and technological development policy. On the other hand, there still is a large 

space for development and organization in the national scientific and technological development 

policy, to support private business to develop new technologies. 

6.3 Research limitation and recommendations for follow-up studies 

6.3.1 Research limitation 

This research discusses the relationship between brand and enterprise sustainable development 

through case analysis and empirical studies, drawing several practical conclusions and revelations. 

However, due to limited practical experiences and controllable materials, this research still has some 

deficiencies.  

 (1) In the case study part, case enterprises herein are limited to those that the author’s EDBA 

classmates and friends work with. Though in this way interview quality and information availability 

could be improved, viewpoint prejudice and information deviation exist. If cases could be expanded to 

any other enterprises that are unrelated with the author, it’s believed that this research would be more 

abundant and convincing. 

 (2) Research models and hypotheses are too simple. Only relevant research has been taken for the 
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influence of key factors of brand and enterprise sustainable development on the mechanism of action, 

while analysis about interaction, intermediation and adjustment of internal factors is insufficient.  

 (3) Subjectivity of qualitative research. This research adopts qualitative research, and its 

disadvantage is the author’s subjectivity and influencing factors of the enterprise under research. They 

often influence the reality and validity of results. Therefore, the author could only use public data and 

triangulation method to improve the quality of case study, but the researcher’s subjective 

consciousness may also influence the results. 

 (4) Limitation of case study. Case study herein only limits to Chinese SME manufacturers. 

Manufacturers attach less importance to brand and brand importance than that of the consumer goods 

enterprises. Consumer brands can improve their brand positioning and brand awareness through 

advertising promotion. However, due to the audience limitation, brand construction is not much 

concerned by manufacturers. Therefore, the application of this research is limited highly.  

 (5) Lack of support from quantitative analysis. This research adopts word frequency to reflect the 

importance of a concept. In fact, word frequency in the interview couldn’t represent the importance of 

a concept. On the contrary, a concept in the interview with a low word frequency may be an important 

internal factor, but is easy to be ignored. Therefore, there may be mistakes or omission about 

important concepts in this research. 

6.3.2 Recommendations for follow-up studies 

The greatest thing about a management theory is its popularity and applicability. For example, Porter’s 

Five Forces Model provides an analysis tool of industrial competition for enterprises and scholars all 

over the world. About this research, the author advises other scholars to carry out follow-up studies 

about the following problems or topics. 

 (1) International research about Chinese consumer brands. This research is limited to manufacturing 

enterprises and local brand influence. However, with increasingly intensified competition among 

consumer goods enterprises and the coming of products homogenization, Chinese consumer goods 

enterprises can’t be satisfied with their status of the workshop of the world, but begin to establish their 

own brands, creating a trend of going global. In international operation, Chinese consumer goods 

brands still have relatively low value and a lot of confusing problems about how to improve brand 

value. 

 (2) Research about Chinese regional brands. This research didn’t distinguish regions of the case 

enterprises. However, in fact, different regional enterprises have quite different understanding and 

practice about brand and sustainable development capability, so a lot of regional brands exist in China. 
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A regional brand is an inevitable outcome of regional economic social development, usually 

representing the subject and image of local industry and products, and playing a decisive role in local 

economic development. Therefore, it has been a strong objective need to research regional brand 

issues. Brand operators often exist in SEMs and even micro-enterprises with small registered capital 

and lack of their own brand. Many challenges and confusing problems still exist about how to improve 

regional brand influence.  

 (3) Quantitative research analysis. This research mainly adopts quantitative case study, lack of data 

analysis and universal support. Other scholars are recommended to combine the normative qualitative 

research and quantitative research, follow up the basic research approach of reading literature, 

presenting models and propositions, investigating and collecting data, empirical analysis and 

producing conclusions. Quantitative analysis can combine with questionnaire and Delphi method, 

expanding the survey scope and verifying the rating scale and model through statistical analysis. Using 

SPSS (Statistic Package for Social Science) as an analysis tool, deeply conducts statistical analysis of 

survey data, and verifies the credibility and validity of questionnaire for higher accuracy and universal 

application of the model.  
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Appendix I: Interview Guide for Case Analysis 

Interviewer: Author (Zhang Yong-sen) and recorder (JACK WOO) 

Interviewees:  

1. Business owners or person in charge (shareholders, directors, legal representative) 

2. Enterprise managers (President, CEO, COO, CFO, corporate public relations officer, production 

director, head of Market Department, Marketing Department manager, head of Quality Department, 

head of Strategy and Business Development Department, etc.) 

Interview time: about 1 hour/person 

Pre-interview material collections:  

 (1) Company profile, company organization chart, department chart, enterprise competitive 

assessment system, enterprise performance evaluation system 

 (2) Company brand development history, plan and domestic and foreign investment in brand 

construction, company brand evaluation system 

 (3) Company development history, enterprise crisis events, company investment in sustainable 

development, enterprise sustainable development evaluation system 

Interviewee information: personal resume (age, education background, work experience, major, years 

of working in the case firm, title and department chart) (refer to Interviewee Information Table 

EXCEL) 

Interview guidance: 

 (1) Interviewers to introduce themselves, the purpose of interview, research questions, interview 

content confidentiality, sharing of academic research achievements, feedback and acknowledgment 

mechanism 

 (2) Interviewees to introduce their department, title and responsible events 

Interview questions: 

1. Questions about corporate brand construction and competitiveness 

a) Please describe the process of your brand building. What are the special issues? 

b) Please describe your plan, domestic and foreign investment in brand construction. How to evaluate 
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its validity? 

c) Please describe the current problems or challenges in the company’s brand construction? What are 

the solutions?  

d) How would you understand brand competitiveness? What are the influencing factors?  

e) How would you improve brand competitiveness? In what aspects do you think you did well and 

what aspects do you think need to improve? 

2. Questions about enterprise sustainable development  

a) Please describe your construction process? What are the special issues?  

b) Please describe your investment in sustainable development? How to evaluate its validity?  

c) Please describe the current problems or challenges in the company’s sustainable operation? What 

are the solutions? 

d) How do you understand sustainable development? What are the influencing factors? 

e) How would you improve sustainable development? In what aspects do you think you did well and 

what aspects do you think need to improve? 

3. The relationship between brand competitiveness and enterprise sustainable development  

a) Do you think brand competitiveness and enterprise sustainable development have any relevance? 

What are the influencing factors? 

b) What do you think are the features of Chinese SME manufacturer brands and brand 

competitiveness? 

c) What do you think are the features of sustainable development of Chinese SME Manufacturers? 

d) What changes or opportunities do you think Chinese economic restructure would bring for SME 

manufacturers? 

e) What support do you wish the government would provide for SME manufacturers? 

4. Other questions 

a) Do you have any suggestions for the above questions? 

b) Any recommendation for additional people to interview? 

Thanks. Please leave contact.  
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Appendix II: Interviewee Analysis Sheet 

Interviewee work experience 

 Years of working Years of working in the case firm  

Max 49 49 

Min 2 0,5 

Average 19.21 13.01 

 

Interviewee title 

 Total number 

Corporate DGM and above 18 

Department manager 7 

Department head 9 

In total 34 
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Appendix III: Images of Qianjiang Spring 
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Appendix IV: Images of Qingdao TGOOD 
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Appendix V: Images of Chongqing Chicheng 
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Appendix VI: Images of Chongqing Kingway 
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Appendix VII: Images of Zhejiang Versatile Spring 
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RESUME 

ZHANG Yong-sen, male, born in Hangzhou, Zhejiang Province in 1962, the Han Nationality, 

member of the RCCK, double master's degree, PhD candidate, Senior Economist, Chairman 

of Qianjiang Industrial Group, and Chairman of Qianjiang Spring Group. He served as the 

representative of the Tenth and Eleventh People's Congress of Hangzhou City, the invited 

member of the Seventh CPPCC Hangzhou Municipal Committee, the member of the First and 

Second CPPCC Jianggan District Standing Committee; currently, he is the Shunyi District 

Chairman of the RCCK, the member of the Tenth CPPCC Hangzhou Municipal Committee, 

the member of the Fourth CPPCC Beijing Shunyi District Standing Committee, the executive 

member of Zhejinag Zhejiang Federation of Industry and Commerce, and the Chairman of 

Zhejiang Business Council, and the Vice Chairman of the Private Economy Academy of 

Zhejiang Province, the Standing Vice Chairman of Zhejiang Association of Automobile 

Manufacturers, the Standing Vice Chairman of Zhejiang Chamber of Commerce for the 

Industry of Automobile & Motorcycle Parts, the member of Hangzhou Federation of Industry 

and Commerce Standing Committee, the Vice Chairman of Hangzhou General Chamber of 

Commerce, the Vice Chairman of Jianggan District General Chamber of Commerce, and so 

on. 

ZHANG Yong-sen always values building proprietary brands upon scientific and 

technological innovation when leading the group to achieve leaping development. The tube 

bending mold spring for PVC plastic tubes he developed has completely solved the challenge 

that PVC plastic tubes become crisp and cracked when bending, winning the first patent in 

China’s spring industry; the pipe cleaner he invented is featured by novel structure and easy 

operation, solving the pipe plugging troubles that people often encountered; X6130 and 

WD615 series diesel engine valve springs developed by technicians under his leadership have 

been identified by Zhejiang Provincial Science Committee to have a better performance index 

than imported original supporting springs, and reach domestic leading level. They have filled 

domestic gaps and can be used as a substitute for imported ones. Besides, the world’s first 

compressor damping and noise-reduction spring developed by Zhang has overcome the high 

noise and vibration problems in compressor, and contributed to the global refrigeration 

industry. ZHANG Yong-sen is the first developer and the first inventor of the products 

aforesaid, and has won over 60 national patents, 50% of which are invention patents. Under 

the leadership of ZHANG Yong-sen, Qianjiang Industrial Group and Qianjiang Spring Group 

turn into a comprehensive manufacturer known at home and abroad for their integrated 

industry support, outstanding core competencies and superior brand strength. 
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ZHANG Yong-sen also takes every chance to repay the society while running the business. 

He takes part in social and public welfare undertakings, such as engaging in glorious cause, 

financing for villages and schools, and has been recognized by governments and social 

communities.  

ZHANG strives for a people-oriented, harmonious development, and brings a sample model 

of development featured by innovation, integrity, harmony for private enterprises. He has 

successively been titled China Excellent Entrepreneur, Outstanding Entrepreneur of China 

Auto Parts Industry, China SMEs Innovation Growth Star, Top Ten Pacesetters of Zhejiang 

Province Professional Ethics Construction, Outstanding Zhengjiang Entrepreneurship 

Pioneers, Zhejiang Outstanding Private Entrepreneur, Hangzhou Five Good Civilization 

Family, Pace-setter in the new Long March, one of the Top Ten Talent Youths, Top Ten 

Citizens, Excellent Socialist Builders and model worker, etc. His personal deeds were 

reported by CPPCC Newspaper time and time again and were included in the Elite Leaders of 

Party, Government and Enterprises, the twenty-first century talent pool program and the 

world scientific and technological talent pool. His thesis named Standardization and 

Enterprise Development has been included in the national important book Instructions for 

Ideological and Political Work in New Century and published. 

Work Experiences: 

In 1988, ZHANG Yong-sen established Hangzhou Qianjiang Spring Factory, one of the first 8 

pilot private enterprises in Hangzhou at that time, with RMB 800 Yuan, 8 workers and a 200 

m2-farmhouse; 

In 1991, Qianjiang Spring launched a kind of motorcycle shock absorbing spring with 

superior performance, which are used by five famous domestic motorcycle manufacturers, i.e. 

Jialing Honda, Jianshe Yamaha, Wuyang Honda, Jinan Qingqi and Hainan Sundiro; 

In November 1994, founded Hangzhou New Asia Industrial Co., Ltd.; 

In 1998, led a group of scientific and technical staff to establish China’s first private spring 

research institute; 

In November 2003, set up Qianjiang Spring (US) Co., Ltd. in the world automobile industrial 

city - Detroit; 

In February 2004, invested $25 million in establishing Sino-US joint venture - Hangzhou 

Qianjiang Spring Co., Ltd. in Hangzhou economic and technological development zone; 
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In March 2009, established Qianjiang Industrial Group with its business scope covers 

development, design and manufacturing in aerospace, military and national defense, 

engineering and machinery, electric transportation, new materials and new resources fields, 

etc. 

In July 2009, invested RMB 450 million Yuan in establishing Qianjiang Spring (Beijing) Co., 

Ltd. in Yangzhen town industrial park, Shunyi district, Beijing; 

In October 2009, invested in establishing Zhejiang Qianjiang Power Co., Ltd. 

The enterprises established by ZHANG Yong-sen mainly produce auxiliary products for 

global Top 500 enterprises, global industry leading enterprises and world famous brands. 

Their comprehensive strength ranks the first among the peers in China. 

ZHANG Yong-sen lays emphasis on people-orientation and harmonious development. His 

experience in establishment of labor union and league has been approved by leaders of CPC 

Zhejiang Provincial Committee to be prompted; he concerns about social and public welfare 

undertakings and actively fulfills his social responsibilities, which is widely recognized by the 

CPC and government and reported by the media time after time.  

Education background: 

April 1992 - July 1994, studied in and graduated from Hangzhou University (Xixi Campus, 

Zhejiang University, currently) as an associate bachelor majoring in economic management; 

September 1995 – December 1996, studied in and completed “financial management 

workshops” in Zhejiang University of Finance & Economics; 

July 1997 - September 1997, studied in and completed “private entrepreneurs workshops” in 

Zhejiang Provincial Party School; 

July 1998 - December 1998, studied in and completed “private entrepreneurs workshops” in 

Hangzhou Municipal Party School; 

July 1999 - May 2001, studied in and completed EMBA workshops in Zhejiang University; 

September 2002 - July 2005, studied in and graduated from Hubei University of Technology 

as an associate bachelor majoring in economic management; 

May 2004 - December 2005, studied in and completed EMBA workshops in Zhejiang 

Gongshang University; 



   

264 

November 2004 - December 2004, studied in and completed “private entrepreneurs 

workshops” in Party School of the Central Committee of CPC; 

March 2006 - July 2007, studied in and completed “356 project senior workshops” in 

Tsinghua University; 

July 2006 - June 2008, studied in and graduated from Hong Kong Finance and Economics 

College as an MBA postgraduate; 

April 2008 - May 2008, studied in and completed “private entrepreneurs senior workshops” in 

Fudan University; 

July 2008 - June 2009, studied in and completed “new high-tech enterprises president senior 

workshops” in Zhejiang University; 

November 2010 - December 2010, studied in and completed “quality Hangzhou commerce 

workshops” in Tsinghua University;  

July 2010 - June 2012, studied in and graduated from Australian National 

University-Tsinghua University as an MSc Management postgraduate; 

March 2014 - March 3, studied in and completed “political theories class” in Beijing Institute 

of Socialism; 

September 2014 - September 2014, studied in and completed “public diplomacy class” in 

China Foreign Affairs University; 

June 2014 - July 2015, studied in and completed “senior manager professional quality 

workshops” in Yangtze Delta Region Institute of Tsinghua University; 

February 2012 - March 2016, EDBA study and research in Paris Dauphine 

University-Tsinghua University; 

Academic papers published during academic years and research findings: 

Insist Reform and Innovation to Achieve Sustainable Development, awarded Excellence Paper 

Award of Presidents Workshops for “New High-tech Enterprises” of Zhejiang 

University 

Standardization and Enterprise Development awarded Excellence MBA Thesis Award of 

Hong Kong Finance and Economics College and included into national important  

book Instructions for Ideological and Political Work in New Century . 
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SMEs Manufacturers Management Innovation Research: Taking Qianjiang Spring as A Case 

awarded Excellence Master Thesis Award of Australian National University-Tsinghua 

University. 

 


