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[bookmark: _Toc61315021]Abstract  
[bookmark: _Hlk61316619][bookmark: _Hlk61316578]As a huge undeveloped market of specialized banks in China, Small and Medium Enterprises have their advantages and potentiality.  
[bookmark: _Hlk61317712][bookmark: _Hlk61316887][bookmark: _Hlk61330269][bookmark: _Hlk61319758]The purpose of this research is to assess the possibility of Small and Medium Enterprises become a blue ocean of specialized banks. The sample of this study is consisting of fifty directors of Small and medium enterprises and five managers of specialized banks. The stratified sampling technique is used to conduct selective screening in two cities in Hebei Province to ensure that only people who are knowledgeable about the issues under consideration are selected. The main data of the study comes from questionnaires. Through use descriptive statistical methods to analyze the data obtained from the research then get a reliable analysis of the performance of Small and medium-sized enterprises and get the possibility of Small and Medium Enterprises become a blue ocean of specialized banks.
Small and medium-sized enterprises have wide number and distribute into various industries in China. As an important part of the modern national economy, Small and medium-sized enterprises have absolute influence in both of developed countries and in developing countries.
Based on the number of Small and medium-sized enterprises, conditions of financing channel and scale of sales, Small and medium-sized enterprises provide its potentiality value for specialized banks. According the analysis of Small and medium-sized enterprises’ potentiality, provides some recommendations for specialized banks to help them find an appropriate way when deals with the application for lending.

Principle conclusion: Blue ocean strategy, Four action framework. 
[bookmark: _Toc61315022]Introduction
[bookmark: _Toc31328_WPSOffice_Level2][bookmark: _Toc61315023]1.1 Purpose of study 
This article is designed to research the potentiality of Small and Medium Enterprises. As a huge undeveloped market, Small and Medium Enterprises have their own advantages and potentiality Small and Medium Enterprises may be a blue ocean of specialized banks in China.
[bookmark: _Hlk61260649][bookmark: _Hlk61261772]The first part of the study is focusing on the background of Small and medium-sized enterprises and specialized banks in China and getting an understanding of their status quo. 
Then through using relative theories to review the possibility of Small and medium-sized enterprises become a blue ocean of specialized banks. 
[bookmark: _Hlk61262279]To get a reliable assessment of the potential value of Small and Medium Enterprises, uses questionnaire to collecting data from Small and Medium Enterprises and specialized banks.
[bookmark: _Hlk61278624]Finally, adopt descriptive statistical methods to analyze and discuss these data, and the results are compared with possible outcomes to help specialized banks treat Small and medium enterprises as a new market, and confirms risks and return from lending to Small and medium enterprises.








[bookmark: _Toc61315024][bookmark: _Toc25968_WPSOffice_Level2]1.2 Content of research
[bookmark: _Toc61315025]1.21 Background of specialized banks 
According to the report of traditional banking and the status condition of Chinese banking industry, the profit model of banks is Net assets × leverage × spreads + intermediate business – cost.(Griesel, 2012)
Like other financial institutions, these factors can influence the profitability of the banking industry, such as capital requirements, leverage levels, capital pricing capabilities, diversification of banking operations, reserve policies and increased costs. The final implementation of the financial reform measures in 2018 is to adjust the distribution of financial assets among different financial institutions. Different from the reform of financial institutions that began in the early 1990s, the structure of financial assets has undergone the following changes in the past 26 years:
(1) The ratio of financial bonds and government bonds to domestic financial assets had a clear upward trend, but the ratio of corporate bonds in domestic financial assets has not changed much more than it in 1990.
(2) The share of stocks in domestic financial assets has fluctuated, and the upward trend is obvious.
(3) In the liabilities of non-financial institutions, there has a significantly reduced of loan.
(4) The proportion of insurance reserves has increased significantly in the summary of domestic financial assets.
To change the status conditions of Chinese specialized banks, increasing loans for Small and Medium Enterprises is a new way to choose. According to the Bank Group's research on micro finance and a financing needs survey of Small and medium-sized enterprises which conducted by Ali baba and Peking University, a lot of Small and medium-sized enterprises never obtain financing directly from specialized banks in China.
[bookmark: _Toc61315026]1.22 Background of Small and Medium-sized Enterprises
In the past 30 years, most Small and medium-sized enterprises in China have been came out. As part of the market-oriented reforms initiated by the Chinese leader Deng Xiaoping, following China’s opening to the market economy in the 1980s, private small and medium-sized enterprises were ultimately considered vital to China’s economic development.
In the subsequent economic reform of China's state-owned enterprises, the main state-owned enterprises quickly transformed into small and medium-sized non-state-owned enterprises until the end of 2004. At the same time, more small and medium-sized enterprises sprouted and were stimulated by implementation of promotional policies of non-state-owned enterprises. Since then, urban collective enterprises, township and village enterprises, and private and individual business sectors have flourished across the country. 
Now, Small, and medium-sized enterprises are an important driving force for China's economic development. At present, Small and medium-sized enterprises obtain more than 90% of the national enterprises. Their contribution to GDP is more than 60%, their contribution to patents is more than 70%, and accounting for 80% of the country's national jobs.
Because of relative unstable operating environment and the unsound financial system of small and medium enterprises, financing from banks is relatively difficult. Based on Alibi’s statistics, private lending is the most important way to provide financing for Small and medium-sized enterprises. And almost 19% of Small and medium-sized enterprises have got loans from the banks.
[bookmark: _Toc6452_WPSOffice_Level2][bookmark: _Toc61315027]1.3 Significance of the Study
As the trend of economy, there has more requirements for the growth of specialized banks. Specialized banks need to expand their markets in the future. As a goal of potential market, it should have huge amount of demand and forecast profitability.
In fact, most of Small and medium-sized enterprises lack of funds to develop their business. Specialized banks always prefer to provide funds for large companies or Multinational companies generally. A few of Small and medium-sized enterprises can get funds from banks. That is an important economic and social problem which need to solve urgently. 
At present, more than 90% of the national enterprises are Small and medium-sized enterprises. 80% of the country's national jobs are proved by Small and medium-sized enterprises. According to these data, Small and medium-sized companies have a huge potentiality to discover.(Liu, 2012)
While performing a blue ocean strategy, Small and medium-sized enterprises can be an unexplored market for specialized banks in China. As a blue ocean market, Small and medium-sized enterprises have new demand, differentiation, and lower cost.
Researching this topic will help specialized banks find a new market to develop and solve the lack of funds which limits the development of Small and medium-sized enterprises. To improve work efficiency and efficiency, there may has an accurate assessment to evaluate the qualifications of Small and medium-sized enterprises.


[bookmark: _Toc61315028][bookmark: _Toc10367_WPSOffice_Level2]1.4 Objectives of research 
As a target of research, it is necessary to use the blue ocean strategy to identify situations of Small and medium-sized enterprises. To attract specialized banks’ attentions to small and medium enterprises, there may have a reliable description of the potentiality of small and medium enterprises.
In the process of identifying the potentiality of small and medium enterprises, get an evaluation of small and medium enterprises’ performance is another objective of research. An accurate and reliable evaluation of the performance of Small and medium-sized enterprises is useful to explain the value of Small and medium-sized enterprises for specialized banks.
When evaluates the performance of small and medium enterprises, specialized banks need to consider the major factors which may influence competences of Small and medium enterprises. The third objective of research is to find these factors and evaluate their influence on Small and medium-sized enterprises.
The last objective of research is to offer appropriate recommendations for specialized banks, to help them to deal business with Small and medium enterprises in an appropriate way.

                                 





2. [bookmark: _Toc61315029][bookmark: _Toc31328_WPSOffice_Level1]Literature review 
2.1 [bookmark: _Toc61315030] Blue Ocean strategy
Blue ocean strategy is to develop new market space and create new demand, then pursue differentiation and low cost of market. When companies create new customers and occupy market space, there is less competition in the market. According to the situations of a new market, there are no market boundaries and industry structures. Both of market boundaries and industry structures can be re-established through actions and beliefs of industry participants. The blue-ocean strategy of specialized banks is to entry into new markets and maintain future profitability(Kim, 2018).
The management of banks have several characteristics. Some specific cases reflect that most specialized banks operate in limited and target-oriented markets, which requires the identification of the specific needs of relatively small group of customers and their subsequent satisfaction. It is impossible for specialized banks to get benefit from the typical effects of commercial banks, and there has limitations of business growth and efficiency of specialized banks under the fierce competition.
In addition, it is difficult to rely on methods and tools specifically when specialized banks evaluate performances of Small and medium-sized enterprises. As usual, such tools create the evaluation framework of large companies. rarely attempt to create special tools or adjust existing tools to meet demand of Small and medium-sized enterprises. The most popular of these are the "comparative matrix”, the "strategic location and action evaluation” matrix, the "growth efficiency matrix". The concept of the comparative matrix model is to help specialized banks find the competitive advantage of Small and medium-sized enterprises in the environment. The spatial matrix model can be thought as a complement and extension of a RAM matrix model, with the aim of giving rise to concerns of specialized bank and have more flexible strategies to address environmental conditions, considering the competitive advantages or disadvantages of Small and medium-sized enterprises. The GEM is a revision of the well-known “growth share” model of the Boston Consulting Group, through which specialized banks can perform similar analyses to the original model(Clossen and Klimczyk, 2018).
[bookmark: _Hlk61276027]When specialized banks expand new market, their efforts are mainly focused on dealing with competition. The analysis of environment is to provide choices of strategic location. These choices are low cost or differentiation, across the boundaries of the market or part of it, then determine the value of the target market share(Kim and Mauborgne, 2005).
However, these specialized banks with this strategic thinking can resist the ever-expanding competition and maintain good relationship between buyer value and cost. Regardless of how well-conceived the competitive strategy is, economic trends indicate that there is a growing demand for new and non-competitive market spaces which associated with new ways to increase the demand for specific customers. Based on economic theory, this view is related to the concept of “value innovation” at the core of the Blue Ocean strategy.
Value innovation is often relating to the processes of two parallel processes: increasing buyer value by raising or creating elements in the industry that has never provided, or eliminating or reducing outdated factors to reduce costs, which typically happens in the competition of different banks. Costs will be further reduced by economies of scale, which in turn will increase the creation of higher consumer value and subsequent increased sales. In general, value innovation is generated by the interaction between reducing costs and increasing buyer value.
[image: strategy-canvas]
[bookmark: _Toc61327463]Picture  1

Recently, to increase interests in applying different methods to plan and analyze the activities of Small and medium-sized enterprises. Some studies have shown that there is a correlation between the use of appropriate planning tools and good financial performance, which can arouse banks' interest. Based on this view. Some "blue ocean" strategic tools will be proposed soon.
The "Strategic Canvas" was once used as the main diagnostic and operational framework tool for implementing the "Blue Ocean" strategy. It can display the current business conditions in the known market space and can understand the investment intentions of competition and the factors that affect the development of the industry.
A recommendation for Small and medium-sized enterprises is to use the strategy canvas combine with another analysis tool. This four framework model aims to rebuild buyer value elements and get new value curves through breaking down the trade-off between differentiation and low cost(Bunderson, 2003).
[image: is]
[bookmark: _Toc61327464]Picture  2

[bookmark: _Hlk61275417]For example, through using these tools some actions need to be performed in textile industry.
Eliminate the samples and patterns of product element is available. Today, this production is a worthless and expensive activity with no significant benefit to users of knitted fabrics.
Elements well below the hosiery industry standard suggest that providing these items may increases production costs but cannot increase consumer value or demand for them.
Improving the use of Lycra in fabrics is far higher than the standards of Chinese knitting industry. Make more expensive fabrics to replace low-cost fabrics and deliver small batch orders on time. The company's research in recent years has shown increasing demand for knitted fabrics with elastic threads, but this has outstripped the supply of fabrics. As a result, the companies in question plan to eliminate the vulnerability of their customers, when purchasing fabrics and increase the supply of items need above the industry average.(Kim, 2018)
Using sunlight-sustainable fabrics to produce awnings, umbrellas and flags, tailors to meet the customer's preferences which are not available in the industry. Through similar initiatives, company executives are finding new value of sources, getting new demand, and systematically changing pricing strategies.
Based on the four-action framework, “eliminating-reduction-upgrading-creating grid” was put forward as following:
	Eliminate 
Samples and patterns of product
	Raise 
Produce appropriate fabrics to instead of low-cost fabrics
Timely delivery of orders and small batch production

	Reduce 
Production of various fabrics
Use natural materials
	Create 
Produce sun protections such as awning, parasol, and flag fabric 
Use the client's preferred fabric



[bookmark: _Toc61327465]Picture  3

[bookmark: _Toc535435421]

[bookmark: _Toc61315031]2.2 Analysis the potentiality of Small and medium-sized enterprises
The classification of Small and Medium Enterprises in China is very complicated, which with specific standards for different industries. Based on the "China's Small and Medium Enterprises Promotion Law”, Small and Medium Enterprises are classified according to the number of employees, annual income, and total assets. For instance, a medium-sized agricultural enterprise needs to employ at least 500 people. The maximum operating income of small construction companies is $8.5 million. Compared with Small and Medium Enterprises in other economies, which usually employ less than 100 or 500 employees, China’s Small and Medium Enterprises are relatively large.
Small and medium-sized enterprises is a currently big market. Every year, there are about five million Small and medium-sized enterprises in China, with an annual growth rate of at least 10%. Since China economic reformation, Small and Medium Enterprises have become one of the driving forces of economic development. In 2019, the number of small and medium enterprises was 38.82 million. In Beijing alone, there were more than 3,100 industrial Small and medium-sized enterprises in 2018, with annual revenues exceeding US$2.8 billion.
[image: 日程表
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Small and medium-sized enterprises are an important driving force for China's economic development. Their contributions obtain over 60% of GDP and their contribution to patents is more than 70%.
[bookmark: _Hlk61288026]However, the life cycle of Chinese Small and medium-sized enterprises is often hindered by rising costs, financing difficulties and limited innovation capabilities. To support the growth of Small and medium-sized enterprises, the Chinese government decided to lower the target deposit reserve ratio and adjust its tax policy from 2019. This may attract more board investors to invest on Small and medium-sized enterprises. For example, with the booming development of e-commerce economy, some Small and medium-sized enterprises have developed B2B e-commerce platforms to expand their sources of income in China.
[bookmark: _Hlk61288913]Because of the existence of coronavirus, e-commerce becomes the most profitable business in 2020, the income of these e-commerce platforms is expected to more than 6.4 billion US dollars.
[bookmark: _Hlk61274560]In 2020, as the most important part of dynamic economy, the average annual growth rate of Small and medium-sized enterprises was influenced by coronavirus. That means the number of Small and medium-sized enterprises were less than 43 million. Among the 43 million small and medium-sized enterprises, the financing demand increased to almost 100%, the loan demand of all companies expanded to 6 trillion US dollars.
As a new market, Small and medium-sized enterprises is different from other markets of specialized banks. In today's world, most specialized banks are competing with competitors to gain market share, product differentiation, sustainable and profitable growth, and achieve a competitive advantage in their products or services. In the opinion of W. Chan Kim and Renee Mauborgne, they use metaphor to describe a strategy that ensure specialized banks have profitable growth as "Red Sea Strategy”, which is not a suitable strategy for growth in this competitive environment (Kim and Mauborgne, 2005).
This means specialized banks cannot succeed by competing with competitors in a highly competitive environment. Now is the time to take strategic action, and the best way is to create a "blue ocean." This means creating undisputed market space for the company's profitable growth, which is not only beneficial to specialized banks, but also to the new market. This is the best strategy. It can compete with competitors and create new demand for products or services.
Small and medium-sized enterprises is a new market for specialized banks. Compares with other commercial banks, specialized banks need to create new products and services to meet the demand of Small and medium-sized enterprises. Most commercial banks prefer to perform "Red Sea Strategy" to ensure their growth. In this market, there has less competitors to share customers and benefits with specialized banks.  
[bookmark: _Hlk61290335]When compares with large companies, the most difference is assets, revenue, and number of employees. While Sustaining lending to large companies and multinational corporations, specialized banks costing more than lending to Small and medium-sized enterprises. Based on the limitation of scale and qualifications, Small and medium-sized enterprises have lower cost. And the operating mechanism of business is relatively flexible. One of the outstanding features is that they are sensitive to the perception of market changes and give response. As response to the Coronavirus outbreak, most of Small and medium-sized enterprises close their business in time. Small and medium-sized enterprises suffer less loss than large companies in the process of adjusting activities of production and operation Simple organizational structure is another feature of Small and medium-sized enterprises. Because of the sensitive management model and the small scale, the founders of the company are having absolute control over the management of the company while many employees are having multiple duties(Sok et al., 2016).
For instance, most of large companies have a board of directors. To perform a strategy, they need to spend several days on persuading each other. As an advantage of Small and medium-sized enterprises, directors or managers just need to cost serval hours to decide.
[bookmark: _Toc61315032][bookmark: _Hlk61291170]2.3 Audit performance of Small and medium-sized enterprise
In the process of auditing the performance of Small and medium-sized enterprises, there are some factors influence the accounting work of Small and medium-sized enterprises. When there have terrible chances of these factors, it may drag down the accounting level and affect healthy development of Small and medium-sized enterprises. These factors are summarized as follows:
1. The quality of basic accounting work
Compares with large companies, Small and medium-sized enterprises may make weak basic work of accounting. When prepare for financial statement, there are some backward problems relate to the development of accounting and sorting of financial bills. For example, without keeping records or taking notes, Small and medium-sized enterprises can violate accounting norms directly. Several Small and medium-sized enterprises do not have specialized accounting departments or personnel, or accounting personnel in multiple positions. Accounting to this situation, there has not a qualified internal control mechanism within the enterprise. Because of the lack of necessary accounting supervision, there has terrible guarantee for the development of corporate accounting.
Based on this point, if Small and medium-sized enterprises have poor performance of completing their basic accounting work, this market will lose its potentiality in the future.

2. Update of accounting information construction lags behind
[bookmark: _Hlk61291748]Small and medium-sized enterprises are lagging in the construction of accounting information. Because of limitations of scale and financial transactions, Small and medium-sized enterprises do not pay their attention to construct accounting informatization. This kind of manual-based accounting treatment is not only less efficient, but also are prone to make errors. Enterprise managers cannot control real-time financial information in a timely manner, which inevitably affect the work of accounting. The function of the work is greatly reduced. The lag of informatization technology construction of Small and medium-sized enterprises has profound historical and practical reasons. The historical reason is that the large information environment is terrible. The actual reason is mainly that Small and medium-sized enterprises pay insufficient attention to their work. (Rolleri et al., 1985)
3. The quality of accounting managers is low
The project management is a professional and complex work, which has high requirements for practitioners. Without qualified competences, it is impossible to complete this work. Some Small and medium-sized enterprises lack of accounting standardization and accounting personnel. In Small and medium-sized enterprises, managers have insufficient professional knowledge and work experience in accounting positions. 
[bookmark: _Hlk61277175][bookmark: _Hlk61323531]Low quality of accounting management is not enough to support the development of Small and medium-sized enterprises. Small and medium-sized enterprises are difficult to offer competitive compensation and good development space to recruit outstanding talents. In addition, Small and medium-sized enterprises ignore the professional training of accounting management personnel, which also affects the update of knowledge and ability of accounting management personnel, thus influences the standardization of accounting work.
[bookmark: _Hlk61324129]To change the terrible situations of Small and medium-sized enterprises, owners need to hire a qualified employee complete accounting work.
A qualified accountant can bring several benefits to Small and medium-sized enterprises. For example, in a busy tax season, most business owners are frantically trying to figure out how to maximize deductions. Sometimes, it will be too late to make an impact. Accountants can easily identify deductions that may occur throughout the year, and advise you how to make strategic decisions, and have a deduction at the end of a year.
[bookmark: _Hlk61325258][bookmark: _Hlk61324989]Another benefit of hiring a good accountant can help Small and medium-sized enterprises avoid the dreaded audit. Treats an accountant as a long-term partner can help enterprises have investment on the business and keep it fiscally sound. 
[bookmark: _Hlk61327006][bookmark: _Hlk61325557]A qualified accountant can help owners of Small and medium-sized enterprises save time and energy. During the working time, accountant can use professional skills and knowledge to manage the finances and prevent property from losing when enterprises make improper financial decisions
Accountant also can help enterprises make real time decision 
One of the accountants' capabilities is to keep budgets and cash flows stable and allow employers to view any obstacles in real time.
Finally, one of the biggest benefits of hiring an accountant is getting advice on planning for the future. Through collect reports and check the seasonality of the business, enterprises can determine the best time to buy inventory and determine a reasonable budget to remain competitive and viable of business.
A qualified accountant not only can control the chances of these factors, but also can help Small and medium-sized enterprises find a correct direction in the future.
[bookmark: _Toc61315033]2.4Risk and return of lending to Small and medium-sized enterprises
In the process of assessing risks and returns of providing a loan for Small and medium-sized enterprises, specialized banks need to consider financing channel, scale of Small and medium-sized enterprises’ sales and priority of commercial institutions.

[image: 图示
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[bookmark: _Toc61327467]Picture  5

Risk of providing a loan for Small and medium-sized enterprises
Small and medium-sized enterprises have positive economic, social, and political externalization. Due to the incomplete structural characteristics of credit market information, they often have credit rationing problems. Because of the fuzzy information structure and low economic status, Small and medium-sized enterprises tend to have more strict credit constraints when compared with large enterprises. This situation makes their survival and development becomes more difficult. Therefore, in the presence of market mechanisms or market failures, many public financial institutions in China offer services for them, such as policy loans or such as policy loans or government-supported credit guarantee programs.
Some factors may affect specialized banks as a financing channel of Small and medium-sized enterprises when these are identified in the literature. There is a significant negative correlation between specialized bank and size of Small and medium-sized enterprises financing. There is a negative correlation between the financial crisis and the overall financing business of banks, but it is impossible to determine whether it involves lending to Small and medium-sized enterprises. The structure of financial institutions affects the use of technology because the types of institutions under different loan technologies have comparative advantages. Loan infrastructure has an important impact on the availability of credit for Small and medium-sized enterprises. By promoting the use of various loan technologies, better infrastructure loans can significantly improve the availability of credit for Small and medium-sized enterprises.(Ayayi, 2012)
From the perspective of loan conditions, enterprise size and ownership structure, loan conditions have the greatest impact on Small and medium-sized enterprises business loans. The business lines of Small and medium-sized enterprises are very profitable, and commercial organizations have responded positively to the government's plan, while supporting Small and medium-sized enterprises business financing.
To reduce risk, credit guarantee schemes can be used to cover expected losses from bad loans and to increase expected income from loans. Under the scheme, which is expected to address several problems of adverse selection, banks can set lending rates based on the average risk level of all borrowers. Once the loan case is approved through the credit guarantee scheme, losses can be greatly reduced in the event of default. Otherwise, there may be demands to cut losses and increase expected loan returns. The minimum acceptable interest rate required by bank credit guarantee schemes helps to restrain interest rates, which in part means that credit guarantees reduce moral hazard(McGuinness and Hogan, 2016).
Return of lending to Small and medium-sized enterprises 
In China, Small and medium-sized enterprises play important roles in Chinese economic and social development. Especially, in the process of upgrading industry, structural adjustment and scale expansion, Small and medium-sized enterprises have a considerable effect on the needs of borrow funds from banks.
Under the condition of increasing capital constraints, developing Small and medium-sized enterprises is a tool for banks to maximize loan income. Based on the same conditions, the risk weight of large enterprise loans is 15%-30%. This risk is more than leading to Small and medium-sized enterprises. Therefore, the developing Small and medium-sized enterprises can help specialized banks cost less capital. The development of Small and medium-sized enterprises also improves the bargaining power and risk pricing ability of specialized banks. Because of this, developing Small and medium-sized enterprises has become a trend of domestic commercial banks.(De Mel et al., 2008) 
Of course, due to its own characteristics and natures, it is difficult to the defense of bank risk and cost management of Small and medium-sized enterprises. The credit technology and manipulation of small enterprises also bring new challenges. Therefore, small, and micro enterprises are difficult to finance and become a problem in the world.
[bookmark: _Toc61315034]2.5Conclusion 
According to reviews of these theories, all of them approve that Small and medium-sized enterprises is a new market for specialized banks to expand. Compares with the risk of lending to large companies, there are more risk in the repay principal to banks. 
Based on the nature of blue ocean strategy, Small and medium-sized enterprises are new markets where specialist banks re-establish market boundaries, and the amount of loans per unit is smaller than that of large companies. However, the demand of small and medium-sized enterprises is greater than that of large companies. Due to the size of Small and medium-sized enterprises, it does not have various channels to complete financing. specialized banks can account for the largest proportion of Small and medium-sized enterprises' liabilities. Most of the customers in this market are potential customers of specialized banks. As a result, the cost of entering the market is lower and the benefits are greater.
A result of auditing performance of Small and medium-sized enterprises has a gap when evaluates the performances of large companies. In general, most large companies which with healthy operation might have a positive trust. When evaluates the performances of large companies, specialized banks spend more time on achieving a fair and true performances evaluation of Small and medium-sized enterprises. The expected cost of assessment is less than other companies and return of benefits is more than expected. 
Compares with the risk and return of large companies, Small and medium-sized enterprises is just like a treasure which is not mined. In addition, the gaps of theories do not influence the topic of research.


3. [bookmark: _Toc61315035][bookmark: _Toc25968_WPSOffice_Level1]Conceptual Framework          
[bookmark: _Toc61315036]Step 1
Focus on the background of Specialized banks and Small and medium-sized enterprises
PICTURE 1

Step 3
[bookmark: _Hlk61278450]Uses questionnaire to collect data from Small and Medium Enterprises and specialized banks     

Step 2
Identify the relevant theories of and review the possibility of Small and medium-sized enterprises become a blue ocean of specialized banks

Poor
Healthy
Financial Factors
Non-financial Factors
Step 4
Adopt an appropriate method to analyse and discuss these data, and get an assessment of SMEs
Risks not acceptable level-----Stop
Risks at acceptable 
level
Step 5
Give recommendations to specialized banks to deal business with SMEs

[bookmark: _Toc61327468]Picture  6
                      

As the structure of research, focus on the background of Specialized banks and Small and medium-sized enterprises are the first step to complete. Then identify relevant theories of blue ocean strategy and potentiality of Small and medium-sized enterprises to support the view of article. To improve banks’ confident, collection of relevant dates from banks and Small and medium-sized enterprises is an important method to evaluate the feasibility of grant a loan.
After identifying potential benefit of lending to Small and medium-sized enterprises, these companies can be treated as a blue ocean market. There are five steps to systematically reproduce this strategic victory and demonstrates how the Blue Ocean Initiative can be successfully launched in the most bureaucratic organizations in Red Sea. The five steps are:
1. Choose the right starting point and form the right Blue Ocean team.
2. Understand the current state of the game
3. Find hidden pain points that limit the current size of the industry and find many non-customers.
4. Systematically rebuild market boundaries and develop alternative blue ocean opportunities.
5. Select the correct Blue Ocean Mobile for a quick market test, finalize, and initiate the transfer.
Through completing this process, specialized banks can move from the constraints of competition within existing industries to get greater value and create new value for those who are not existing customers.
However, an accurate performance evaluation of small and medium-sized enterprise provides the reliability of the profitability of lending funds to Small and medium-sized enterprises. Through adopts appropriate audit methods to assess financial reports and additional disclosures of Small and medium-sized enterprises, then specialized banks can get the potentiality of Small and medium-sized enterprises.
[image: 下载]
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During this auditing period, factors which can affect the performance of Small and medium-sized enterprises need to be considered. In the summary of consideration, financial factors and non-financial factors are the most important elements.
Financial factors
Profitability, leverage, and liquidity ratios are the most important explanatory powers for explaining a company's financial performance. Financial ratios are a common and powerful tool for evaluating performance of business. It is very important in portraying the correlation between income and probability of default. This ratio is a good direction of the company's financial position. To identify a company with a strong credit, companies need to use a complete set of financial ratio model to consider profitability, leverage, and liquidity ratios. This type of ratio is sufficient to predict the financial distress of Small and medium-sized enterprises.  Small and medium-sized enterprises’ financial stability is more accurate when considers various ratios rather than a single ratio.
Another important factor is financial ability of the borrower, it reflects ability of Small and medium-sized enterprises to repay bank debt. It is determined by the company's financial performance. In addition, it affects activities of the company and translates into a financial crisis. In the assessment of financial viability, financial analysis is the first step to complete. 
Non-financial factors 
Consideration of non-financial factors, including the age of the company and the education level of company’s owners. To make accurate decisions, specialized banks need to consider different types of information, such as skills and experience of management team, strategy and market share of Small and medium-sized enterprises, and the quality of company's ownership.
After considering these factor, specialized banks can use relative theories to assess risks and return of lending to Small and medium-sized enterprises. If risks of lending loans to Small and medium-sized enterprises at acceptable level, specialized banks will accept recommendation and agree to provide a loan to Small and medium-sized enterprises. If the level of risks under the prospective target, specialized banks will refuse to lend funds to Small and medium-sized enterprises.
[bookmark: _Toc61315037][bookmark: _Toc6452_WPSOffice_Level1][bookmark: OLE_LINK4]
4. Methodology outline 
[bookmark: _Toc7822_WPSOffice_Level2][bookmark: _Toc61315038]4.1 Overview of Methodology
[bookmark: _Hlk61329224]As an exploratory study, the article is to focus on finding ideas and insights to determine credit flow requirements and their uses and discover the potential profitability of Small and medium-sized enterprises in China.
[bookmark: _Hlk61329613]To get the real situations of Small and medium-sized enterprises, adopt positivism methodology to assess the performance. There may have lots of experiment to support the view of the article. 
According to the futures of positivism methodology, t here are some methods which are used in researching design as following.
(1) Research for literature review. 
[bookmark: _Hlk61330141](2) Empirical questionnaire of Small and medium-sized enterprises and directors of specialized banks.
[bookmark: _Hlk61330701]Researching for literature reviews can obtain sufficient support from theory, it aims to know about the characteristics of blue ocean strategy. After identifying the relative theories, an empirical questionnaire is used to prove the opinion of the article. The sample of this study is consisting of fifty directors of Small and medium enterprises and five managers of specialized banks. The stratified sampling technique is used to conduct selective screening. These 55 volunteers come from two different cities in Hebei Province, stratified sampling technique ensure that every volunteer this group is knowledgeable about the issues. The main data of the study comes from questionnaires. After them complete the questionnaires, through using descriptive statistical methods to analyze the data obtained from the research then get a reliable analysis of the performance of Small and medium-sized enterprises.
[bookmark: _Toc9598_WPSOffice_Level2][bookmark: _Toc61315039]4.2 Philosophy and approach of research 
[bookmark: _Hlk61329313]Based on requirements of positivism of methodology, this is necessary to conduct assessments of experiments to verify the information requirement of this study and the questionnaire. Because of some measurement projects were specifically modified or developed for the study, result in the compilation may have new issues(Manning and Stage, 2016).
To get a valuable feedback on the content and an understanding of the measurement project, through merging the project of previous studies and distributed to directors of fifty companies and five managers of specialized banks, a primary data questionnaire can be prepared. 
Then get clarity and readability of primary research, the feedback of primary questionnaire can use in the second phase of the questionnaire.
After reviews Small and medium-sized enterprises with the secondary questionnaire, results of test show different understanding among different banks in China, some vocabulary needs to be simplified. Flexibility and responsiveness of the words is explained more clearly.
[bookmark: _Toc298582126][bookmark: _Toc303695289][bookmark: _Toc303695337][bookmark: _Toc303695084][bookmark: _Toc61315040][bookmark: _Toc5764_WPSOffice_Level2][bookmark: _Toc11876_WPSOffice_Level2][bookmark: _Toc61315041]4.3Instrument and approaches to collect 
4.31 Instrument
Questionnaires 
To collect information relates to all the above unit characteristics. There has a structured questionnaire for Small and medium-sized enterprises and managers of banks to complete. 
The first questionnaire for Small and medium-sized enterprises has been organized to collect information according to the company's identity, general information, and other titles. Input and output, market profile, financing model and government policy measures. To capture the real situation, this questionnaire includes objective and subjective questions that are easy for them to understand. 
The secondary questionnaire is consisting of eight questions. It covers issues under different official/professional headings. It includes tax pattern, financing model, account recovery and industrial policy measures of Small and medium-sized enterprises. The questionnaire also includes objective and subjective types of questions. 
Q1: Production cycle of your company.
○ 1-3 years
○ 3-5 years
○ 5-10 years
○ 10 years or more
Q2: Main market of company.
○ Mainland market
○ Export
○ Both of domestic sales and exports
Q3: Sales scale of your company in 2020 
○ 10 million or less
○ 10-30 million (including)
○ More than 30 million
Q4: When you have financing demand, how much you want to borrow?
○ Less than1 million
○ 1 - 3 million
○ 3 million or more
Q5: Funds will be mainly used for. [Multiple choice questions]
□ Working capital
□ Building a factory
□ Equipment renewal and technical transformation
□ Other
Q6: The repay cycle of company.
○ 1-12 months
○ 1-3 years (inclusive)
○ 3 years or more
Q7: At present, does the company have assets to mortgage? 
○ Yes
○ None
Q8: What channels do you mainly use to obtain information of financing? [Multiple choice questions]
□ Media
□ Bank 
□ Introduction of peers and friends around
□ Other
Q9: Do you borrow from banks? Where? And How?
     ____________
Q10: How much debt do you receive before? (please fill in the specific amount)
     ____________

Secondary questionnaires 
Q1: What do you think about financing costs of Small and medium-sized enterprises 
○ Reasonable and acceptable
○ High
Q2: How much cost do you accept when borrow from specialized banks? (please fill in the annual interest rate)
     ____________
Q3: Do you satisfy with the performance of Small and medium-sized enterprises? Why? (Required)
○ Satisfied
○ not satisfied
○ 								
Q4: In the process of borrowing funds from financial institutions, what guarantee do they want?
○ Yes
○ No
Q5: How can specialized banks charge other services when lend to large companies?

Q6: In the process of lending funds, does the bank force to bundle tying wealth management, insurance, funds, and other products? 
○ Yes
○ No
Q7: Which kind of Small and medium-sized enterprises can get financial assistance from commercial banks?
○Oil
○Manufacturing 
○Gas
○Media
Q8: How do you adopt to continue operating when there has coronavirus?							
[bookmark: _Toc28828_WPSOffice_Level2][bookmark: _Toc61315042]4.32Approaches  
• Collection of primary data.
•Collection of secondary data 
As noted above, the primary data comes from the sample units which were collected from structured questionnaires, then can get the individual views of owners/managers and experienced bankers/officials.
Most secondary school data comes from reports which were published by national institutions to research the developments of Small and medium-sized enterprises. Some of the secondary data comes from research papers of the ministry of small and medium scale industry of the Chinese government and journals of other research groups. Final source of the secondary data are newspapers, books, and Internet sites. 
[bookmark: _Toc61315043][bookmark: _Toc27742_WPSOffice_Level2]4.4Approach to Data Analysis	
Statistical tools such as percentage, and factor analysis have been used to analyze the data, through comparing with performances of Small and medium-sized enterprises in post several years, to get an accurate evaluation of Small and medium-sized enterprises. 
When evaluates the potentiality of Small and medium-sized enterprises, specialized banks need to consider quantitative and qualitative methods. According to the data which collects from questionnaires, it can get the confident of Small and medium-sized enterprises’ capabilities to execution &control the operational activities.
Otherwise, compares with the cost of lending to large companies, and specialized banks can get the potential value of Small and medium-sized enterprises.
[bookmark: _Toc10367_WPSOffice_Level1][bookmark: _Toc61315044]5.Results  
[bookmark: _Toc21001_WPSOffice_Level2][bookmark: _Toc61315045]5.1 Overview of findings 
Small and medium-sized enterprises have wide number and distribution, it involves in various industries in China. Small and medium-sized enterprises are an important part of the modern national economy and have a broad social and economic foundation. Therefore, the number of Small and medium-sized enterprises have absolute influence in both of developed countries and in developing countries.
Most of Small and medium-sized enterprises have short production cycle life, and financing channels for Small and medium-sized enterprises are wide. Small and medium-sized enterprises have sufficient development motivation, but lack of sufficient capital to have a better development. Because of the inherent limitations, the quality of product and technical content of Small and medium-sized enterprises are lower than large companies. Single company of this group has less market competitiveness and market influence than large company. When there has a change in economic climate, financial environment, or industrial situation, they don’t have ability to collect and analyze market information. Therefore, the product cycle of Small and medium-sized enterprises is relatively short. Following the development of economy, many Small and medium-sized enterprises are established, and the update of Small and medium-sized enterprises becomes faster than before.
To keep the rate of growth, Small and medium-sized enterprises need to get more capital.  A recent employment study of the international finance corporation confirms that insufficient funds is one of the three major obstacles to limit Small and medium-sized enterprises to create more jobs in developing countries and developed countries. As an important factor which influence all kinds of businesses, lack of capital may cause Small and medium-sized enterprises close.
Another obstacle of the main obstacles of Small and medium-sized enterprises is that specialized banks without confidence of these companies. Upon traditional views, specialized banks believe that Small and medium-sized enterprises have inherent risks. Small and medium-sized enterprises are unable to repay the debt to specialized banks. This idea means specialized banks lacks patient to improve performances of Small and medium-sized enterprises. Specialized banks need to pay more attention on researching the information which relates Small and medium-sized enterprises. The final obstacle is that specialized banks can’t get adequate guarantee from Small and medium-sized enterprises. It means that Small and medium-sized enterprises need to help specialized banks to expand real potential value of their business. If it is possible to make the operation risks at an acceptable level, specialized banks would start to lend to Small and medium-sized enterprises.
[bookmark: _Toc30116_WPSOffice_Level2][bookmark: _Toc61315046]5.2 Findings 
[bookmark: _Toc61315047]5.2.1Conditions of Small and medium-sized enterprises
In the fact, Small and medium-sized enterprises is a potential market for banks to choose. The Blue Ocean Strategy can make innovation in the market. It offers new possibilities for organizations operating within existing cost value structures. It expands the possibilities of operating in different industries and achieves higher value at a lower cost.   
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In this context, small and medium-sized enterprises have a backward economy, and weak technology industry with a large population. 
Most of them are concentrated in labor-intensive industries, and some of them are concentrated in traditional industries with low technological content such as agriculture, animal husbandry and fishery. According to the analysis of 418,869 independent industrial enterprises above township and county level, there are 396,515 households with a fixed asset value of less than 10-million-yuan, accounting for 94.66%.
Based on the date of bar chart, the labor absorbed by enterprises is equal to the fixed assets. The unit fixed assets of these companies absorb labor force 3.3times that of other companies whose original assets exceed 10 million yuan. Although the fixed assets of these independent enterprises obtained 20.9% of the fixed assets of all enterprises, the labor absorbed reached 53.3% of all industrial enterprises with independent accounting. So, the unit output scale of Small and medium-sized enterprises is relatively small.

[bookmark: _Toc61315048]5.2.2Small and medium-sized enterprises financing
The financing channels of enterprises in China are mainly divided into internal financing and external financing. Internal financing mainly refers to the company's own funds and capital accumulation in the process of production and operation. Most external financing are equity of financing activities, such as the initial public offering of funds, allotment, and issuance of bonds.
Through an analysis of questionnaires, main financing channels of Small and medium-sized enterprises are generally divided into several parts as follow:
(1) Income of Small and medium-sized enterprises, the retained profits of companies or benefits of reinvestment. For instance, if a small company had a revenue of 150,000 yuan at the end of 2020. The amount of this revenue will be initial capital of Company in 2021.
(2) Another financing method for Small and medium-sized enterprises is to borrow fund from financial institutions. In general, these funds are consisting of mortgage, credit, and pledge. For example, a private enterprise mortgage their fixed assets such as land and equipment then can get 100, 0000 yuan from financial institutions. These 100,000 yuan can be the working capital of Small and medium-sized enterprises for next period.
(3) Owners of Small and medium-sized enterprises borrow money from relatives and friends is a particular way of Small and medium-sized enterprises to maintain business. This kind of funds contains 26% of total capital of Small and medium-sized enterprises. For example, when individuals or groups want to set up a company, the first financing channel of Small and medium-sized enterprises is to invite relatives and friends to invest on their business.
(4) Government grants a concession agreement to the construction of project, When Small and medium-sized enterprises invest in public projects. Small and medium-sized enterprises can use the concession agreement as a guarantee, then get investment from consortium and financial institutions before the construction of project. Finally, companies use the income of project in a certain operating period to repay the credit from financial institutions or financial groups.(Chen, 2019)
For instance, a construction company accepts to build a public library of local government. When lacks sufficient funds to continue operating, this company can borrow funds from other private companies through mortgaging the concession agreement of project. In the end of year, it can use income of project to repay the liabilities of company.
(5) Chinese government use preferential policies and a variety of development funds to encourage Small and medium-sized enterprises to develop their business. Every year, government formulates preferential policies and offers funds for helping Small and medium-sized enterprises have growth in different kinds of industries. In 2018, Chinese government offers a huge percentage off tax, most Small and medium-sized enterprises have tax exemption, this is a good information for Small and medium-sized enterprises to have a better growth in a complex environment.
(6) Some of Small and medium-sized enterprises like to adopt the financial leasing method to raise fund. To provide financial services for Small and medium-sized enterprise, lessors need to purchase and maintain equipment for the lessees. As a guarantee of leasing equipment from suppliers, the lessees need to sign a financial lease contract with the lessors, then Small and medium-sized enterprise just need to pay expense of rent as a cost of having long-term debt.
For example, a Flour mill needs ¥ 150,000 to purchase machine, but the mail doesn’t have sufficient funds to complete this activity. The mill does not directly apply for a loan from a financial institution to purchase it, but instead entrusts a leasing company to purchase the required machine according to its requirements and choices; then Flour mill leases the equipment from the leasing company. And achieve the purpose of financing funds.
(7) Small and medium-sized enterprises mortgage the unsalable goods to pawn shops, then through transferring physical ownership to obtain temporary debt. When there are no more choices for Small and medium-sized enterprises to get capital, Small and medium-sized enterprises mortgage unsalable goods to pawn shops. In general, the value of funds is less than the value of unsalable goods. For instance, a steel manufacturer has unsalable steel which value of ¥ 1000,000. To get sufficient, this manufacturer mortgage the ownership of this batch of products. Then the steel manufacturer gets ¥ 800,000 from the pawn shops.
(8) Through use credit guarantees of Small and medium-sized enterprises, the risk of bank loan can be decentralized. In addition, there are also several financing methods for Small and medium-sized enterprises such as buyer's credit guarantee and factoring trust. If buyers have qualified trust and credit, it can use these guarantees to get funds without expenses. For example, based on the performance of company, a toy manufacturer has a good reputation. According to the value of goodwill, it borrows ¥ 200,000 from a financial institution without any other expenses.
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Analysis 
Because of the implement of national regulations and policies, the constraints and the limitations of their own organization, these financing channels mentioned cannot adapt to all kinds of Small and medium-sized enterprises, each of them has its own advantages and disadvantages.
（1） Using the retained profits of enterprises for financing or reinvestment is suitable for limited liability companies. A limited liability company can get sufficient funds from its stakeholders. Retained profits of this kind of enterprise is much more than other kinds of Small and medium-sized enterprises in China. When lacks funds to develop, limited liability Company use it sufficient retained profits to operate or reinvest on organization.
（2） Because Banks are willing to providing loans to large companies through mortgaging, crediting, or pledging, there are little funds available for Small and medium-sized enterprises to borrow from banks. According to the preference of banks, Small and medium-sized enterprises are preferring to obtain loans from financial institutions. 85% of total financing resource of Small and medium-sized enterprises are from other channels.
（3）There are more requirements when financing through listing and issuing stocks. It requires Small and medium-sized enterprises to have certain scale and benefits, the approval procedures for joint stock companies are complicated and the approval time of funds is relatively long. According to the analysis of data, most Small and medium-sized enterprises without qualifies to apply for listing and issuing stocks of companies. Otherwise, long time of assessment makes the process of Small and medium-sized enterprises to have finance on time become difficult. For example, if a Small and medium-sized enterprise wants to become a stock companies, it needs to spend serial years on completing various documents which are required by relative authority agencies, then it still must take one year to obtain assessment from these authority agencies. This situation makes Small and medium-sized enterprises lose the opportunities to develop their businesses.
（4）Even though government funds have lower interest rates than other financial institutions, and the repayment periods is longer than them. When borrowing these funds from government, Small and medium-sized enterprises must meet certain conditions of policies. For example, there are some limitations for them to compliance with regulation, when obtain funds from government. Governments requires Small and medium-sized enterprises to have healthier operations period and have higher qualified ability to complete projects in short time than large companies. Compares with other projects, most projects suit for individuals are public events and profits of events are lower than other commercial businesses.
（5）As a wide channel to meet the needs of Small and medium-sized enterprises financing, financial leasing is more suitable for Small and medium-sized enterprises to obtain equipment. There are less limitations for Small and medium-sized enterprises to get capital. To assist the expansion of Small and medium-sized enterprises, there has more demands of equipment. 
Through this way, commercial institutions help Small and medium-sized enterprises to purchase equipment to meet the need of development. Then Small and medium-sized enterprises reduce the cost of achieving equipment and can spend more funds on developing their business.
（6）Through borrowing from pawn shops, Small and medium-sized enterprises can use idle assets to exchange working capital. Thereby this method revitalizes the enterprise's stock assets and promotes the circulation of goods. However, interests of debt and comprehensive fees are higher, and the scale of this loan is smaller than lending from banks. In general, owners of pawn shops are individuals. Based on this characteristic, scale of their funds is smaller than other financial institutions. Otherwise, acceptable level of risks is lower than others. 
（7）As a relatively mature financing method, venture capital will be the most suitable way to choose, if Small and medium-sized enterprises have high technological content, broad development space and profitable market prospects. For example, a private enterprise wants to set-up E-commerce in China, and the target of this company is going to help individuals to sell traditional handicrafts all over the world. There are more opportunities for the company to get venture capital from investors. Because if a project is risky, it will be profitable(Rivza et al., 2020). 
In addition, as the investors of pawn shops and financial institutions, specialized banks have more sufficient funds when compares with these investors of Small and medium-sized enterprises. If specialized banks become the investors of Small and medium-sized enterprises, they will obtain the most part of market shares. For example, one of Small and medium-sized enterprises wants to use ¥ 300,000 to expand its factory. Compares with the cost of time and interests of borrowing from other channels, specialized banks can offer sufficient funds at a low rate of interests in a short term. Specialized banks can obtain the benefit easier in this market than compete in mature market.
[bookmark: _Toc61315049][bookmark: _Hlk61298488]5.2.3 Sales size of Small and medium-sized enterprises 
Upon the research of questionnaires, the sales scale of Small and medium-sized enterprises is not different from others. In general, the scale of Small and medium-sized enterprises’ sales among 10-30 million. There has a chapter to show the conditions of sales of Small and medium-sized enterprises.
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To achieve a critical assessment, there are three elements involve in the research of sales’ scale.
[bookmark: _Hlk61299986]Perform an expansive strategy of operation.
[bookmark: _Hlk61300055]Small and medium-sized enterprises set up appropriate structures of organizations which avoid wating resources. Most Small and medium-sized enterprises are distributed into different profitable industries and have more capability to adjust strategy of organizations immediately than large companies. An expansive strategy of operation helps Small and medium-sized enterprises reduce the risks of producing single product and increase benefit in same period. For example, when Small and medium-sized enterprises had loss in an industry which scale of sales is less the 10 million in 2019, it could use the benefit from the industry whose scale of sales is between 10 and 30 million to against the loss. Even if there has coronavirus in 2020, Small and medium-sized enterprises still have capability to get benefit from different industries, and against the changes in the business environment. 
Take advanced technologies.
Small and medium-sized enterprises have more available options than before. Company designs sscientific systems to meet the demand of Small and medium-sized enterprises. Investors need to find the flexibility of companies’ IT system, when have invest on Small and medium-sized enterprises. (Zhang et al., 2008)
More investors pay their attention on this potential market. Based on the scale of Small and medium-sized enterprises, take advanced technologies help these enterprises reduce the risks of maintaining the stability of their platform in the process of dealing with operational problems, and improve the ability to against challenge. For example, When Coronavirus happens in China, e-commerce has more opportunities than traditional industry to survive. And because adopt the Online to offline model operate e-commerce, an e-commerce enterprise has less risks to continue operate and accept less loss than these Small and medium-sized enterprises invest in other industries . (Brown et al., 2015)
Employ best employee’s team 
[bookmark: _Hlk61302171]In the challenging and rewarding environment, employees of Small and medium-sized enterprises have more opportunities than staffs of lager companies. When coronavirus happens in China, large companies can’t offer the huge stress of have input activity only, a lot of employees must leave their companies.  Under the assist of government and incentive culture, employees of Small and medium-sized enterprises work harder than before.  For example, some commercial banks fire thousand of employees during the COVID-19 pandemic through the world.  A private company survives in this catastrophe. Under the influence of its special company culture, better career design and higher salary encourages employees of Small and medium-sized enterprises to make more sales than large companies. They are the best team is this special period.
In addition, preference of owners or CEO of Small and medium-sized enterprises is to keep growth of business as a top target. To achieve a sustainable growth while not losing the stability of companies, it is necessary to build an appropriate platform. Depend on this platform, Small and medium-sized enterprises handle the demand of resources. When conditions of market changes, Small and medium-sized enterprises can have enough time to respond(Tang et al., 2017).
Analysis
According to these findings relate to the scale of Small and medium-sized enterprises’ business, these three factors influence effectiveness and efficiency of Small and Medium Enterprises’ operational activities.
When specialized banks evaluate performances of Small and medium-sized enterprises, situations of three factors are obvious points to consider. While Small and medium-sized enterprises improving their level of these three situations, they are acquiring more opportunities to complete their businesses than large enterprises.
[bookmark: _Toc61315050]5.2.4 Incomes of banks
Recently, Chinese government works hard to decrease non-performing loans substantially and prevent investors from increasing bad debts of banks. At the end of 2018, the amount of non-performing loans in the Chinese banking industry was 582.6 billion, there had an increase of 38% over 2017. Large-scale of non-performing loans brought huge hidden dangers to the banking industry. The analysis believes that non-performing loans mainly come from major industries with overcapacity and construction debt which was borrowed by local governments. Such as some famous Real Estate Company. Because the influence of coronavirus, these large companies have poor performance of operation. They must sell thousands building of apartment and house to against the stress to survive.
[bookmark: _Hlk61304374]According to a discussion on non-performing debt, it causes problems in perform credit policies of specialized banks. There are some empirical studies prove the existence of that phenomenon. A research argues that specialized banks have borrowing bias. Specialized banks prefer to lend to large enterprises, it is a rational choice for risk and transaction costs.
After government established the Banking Regulatory Commission in China, specialized banks began to use credit scoring methods to evaluate applications of debt, and then used the international standards of five-category classification of loans. 
[bookmark: _Hlk61307624][bookmark: _Hlk61305565]Based on the content of risk, there are five categories of debt. According to changes of rules, the credit departments adopt the “5C” principle to evaluate credit. (Character of borrowers, capital, capacity, collateral, and Cycle of company). (Hawkins, 2018)While establishing new standards, banks establishing a multilevel loan review system. The loan granted by the branch shall be approved by the credit approval committee of the branch and then reported to the credit approval center of the head office by the head of the branch.
In addition, there also has other situations to consider. Firstly, ownership of corporate is the most important point. A higher transaction return which associated with large enterprises make it easier to obtain debts. Because of unclear structure of property rights, poor management, and limited fixed assets, specialized banks believe that lending to Small and medium-sized enterprises have higher risks than lending to large enterprises, then they are reluctant to providing a loan to Small and medium-sized enterprises.(Li et al., 2018)
[bookmark: _Hlk61305127]Secondly, the scale of the firm is another point to consider when lending debt. It represents cycle of different companies. As a private enterprise, Small and medium-sized enterprises have shorter cycle than large company generally. 
In addition, the industries of enterprises are another point to assess. which are associate with credit risk of companies among Small and medium-sized enterprise, large enterprises, and international enterprises. Centre Banks will give priority to the country's priority development projects with the most favorable loan conditions, which is the most competition among specialized banks.
From 2015 to 2018, large companies, international enterprises and Small and medium-sized enterprises occupies different percentages of credit when specialized banks provide loans.
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Analysis 
According to the data of this part, commercial banks prefer to lending to large companies and international companies. Banks is affected by the post evaluation of Small and medium-sized enterprises’ performance. However, there has an improvement of character of borrowers, capital, capacity, collateral, and cycle of Small and medium-sized enterprises.
Compares with Small and medium-sized enterprises, there has more competitions when provide credits for large companies and international companies. Because large and international companies is a mature market for specialized banks and commercial banks. The boundaries of market have been built, there will have more expense to get the debt application from large and international companies. If specialized banks provide loans for Small and medium-sized enterprises, specialized banks will spend less on entering a new market and have less risks. 
This is an advantage of Small and medium-sized enterprises to attract specialized banks’ attention.
[bookmark: _Toc61315051]6. Conclusions and Recommendations
[bookmark: _Toc61315052]6.1 The impact of results on research questions
Upon the result of research, Small and medium-sized enterprises is a particular market for specialized banks which has huge potentiality. Compares with commercial banks, specialized banks have more competitiveness to lending to Small and medium-sized enterprises.
The study suggests that specialized banks’ attitude influence the financing for Small and medium-sized enterprises. Compares with banks, relatives and friends are the main source of Small and medium-sized enterprises to get investment in China. Basically, Chinese government has made loan incentives and government guarantee programs to encourage specialized banks to lend to Small and medium-sized enterprises. Specialized banks need to change general perception of Small and medium-sized enterprises which hinders the assessment of Small and medium-sized enterprises and causes them to have less favorable to provide a loan for this market.(Shang et al., 2020)
This is also an evidence shows that both of Small and medium-sized enterprises and large companies have collateral, onerous documentation, and assessment criteria. Therefore, specialized banks could pay more attention on the potentiality of Small and medium-sized enterprises.
[bookmark: _Toc61315053]6.2 Summary of conclusions
This study aims to show the potentiality of Small and medium-sized enterprises and attract attentions of specialized banks on investing on Small and medium enterprises in China. In the process of this research, a mixed approach is applied to collect quantitative data from different institutions. And get a further explanation of Small and medium-sized enterprises as a blue ocean. There also has a continuation of conduct qualitative data to obtain the results of research.
Based on view of literature, lending to Small and medium-sized enterprises relates to policies of specialized banks and management regulations of microfinance. Government    policies can influence debts flows to specific priority industries. Most of these industries are divided into manufacturing, gas, or oil. Banks also prefer to avoid engaging in industries which has high risks such as the timber industry and Chemical industry. Based on the view of banks, terrible product quality and low technology content are the future of some of Small and medium-sized enterprises. It makes Small and medium-sized enterprises have poor market competitiveness and market influence in different industries. According to this situation, specialized banks may be reluctant to become a financing channel of some kinds of Small and medium-sized enterprises.
In addition, the result of research summarizes that Small and medium-sized enterprises need a reliable document that could report to specialized banks and evaluate the possibility of providing a loan. Depends on this document, banks can find the profitability of Small and medium-sized enterprises. All the information of these documents is reliable and accurate. When banks want to evaluate the objectiveness of the performance of Small and medium-sized enterprises, they could collect reliable data from these documents which were provide by public audit agencies. Based on these data, specialized banks can get a complete assessment of risk level of Small and medium-sized enterprises. 
According to the basis of cases, the reputation of Small and medium-sized enterprises is a decisive factor in the process of evaluation and analysis of their performance. The research also shows that after evaluating these documents, specialized banks need to get pledges from Small and medium-sized enterprises as an assurance. When there has security problems, specialized banks need it to restore credit guarantee.
The results also show that the government subsidy program affects works of specialized banks and credit evaluation of Small and medium-sized enterprises, which is related to security issues and interest rates. Most commercial institutions are participating in the Small and medium-sized enterprises government program and compliance with polices of government. All Small and medium-sized enterprises are ready to submit complete documents to the bank under a normal appraisal and evaluation. On the other side, the credit rating and mortgage requirements are normal procedures to check the credit database in accordance with regulations. Totally, the result shows that the government funding program may  affects attitudes of commercial institutions toward Small and medium-sized enterprises .(Chowdhury and Chowdhury, 2016).
[bookmark: _Toc61315054]6.3 Recommendations of the research
[bookmark: _Toc61315055]6.3.1 Using new assessment methods to Small and medium-sized enterprises
[bookmark: _Hlk61308409][bookmark: _Hlk61308563]Based on the difference of Character of borrowers, the evaluation methods of large companies are not suitable for Small and medium-sized enterprises. Specialized banks must adopt different assessment methods to evaluate performance of Small and medium-sized enterprises. As a trend to perform blue ocean strategy and support the development of new business, specialized banks need to consider the cost of expand new market and the credit risk of directors of Small and medium-sized enterprises, before deciding to lend to these companies.
[bookmark: _Hlk61308658]Through use a new method to collect date from Small and medium-sized, then specialized banks can get an accurate evaluation of the performance of Small and medium-sized enterprises. 
After comparing the value of Small and medium-sized enterprises, if the cost and risk at an acceptable level, employees of banks should deal with the application of Small and medium-sized enterprises. 
[bookmark: _Toc61315056]6.3.2 Improving information access for Small and medium-sized enterprises
The lack of information channels is an important obstacle for Small and medium-sized enterprises to get funds. Due to the lack of data, banks cannot create good credit models or history for Small and medium-sized enterprises. Currently, credit and trade information data provided by government cannot be shared freely because regulators and private companies limit access to such information. Improvements in access to information will greatly help banks gain access to and better understand the risk profile of Small and medium-sized enterprises. At the same time, research and surveys on funding trends, facilities used, capital costs, financing issues should be published to assess banks.
[bookmark: _Toc61315057]6.3.3 Design accounting Standards for Small and medium-sized enterprises
[bookmark: _Hlk61311652]Small and medium-sized enterprises need to improve the understand of complex requirements of accounting standards and the difficulty of preparing financial statements. Small and medium-sized enterprises have more likelihood to spending less costs than large companies on preparing appropriate accounts. Based on the scale of capital, Small and medium-sized enterprises have different accounting standards of Small and medium-sized enterprises from. large companies
[bookmark: _Hlk61311860]Simplifying or using appropriate accounting standards may help more Small and medium-sized enterprises comply with the regulations of information transparency and disclosure issues.
Then specialized banks can get a more reliable assessment of the performance of Small and medium-sized enterprises and avoid entering a red ocean.
[bookmark: _Toc61315058]6.4 Contributions and Limitations of this research
[bookmark: _Toc61315059]6.4.1Cntributions
[bookmark: _Hlk61312053][bookmark: _Hlk61312347]Upon this research, the result shows the potentiality of Small and medium-sized enterprises and helps specialized banks to pay more attention on the development of new market. If specialized banks accept the performance of Small and medium-sized enterprises, Small and medium-sized enterprises will become a blue ocean of specialized banks. During competes with commercial banks, there is an obvious advantage of specialized banks when expand the potential customers among Small and medium-sized enterprises.
Small and medium-sized enterprises can get sufficient funds when specialized banks start to become a financing channel of them. With sufficient funds, Small and medium-sized enterprises can have a development at a high speed. Then there may have more benefits flow to specialized banks. 
[bookmark: _Hlk61312677]If the performance of Small and medium-sized enterprises doesn’t meet the requirements of specialized banks, this market won’t become the blue ocean of specialized banks. It describes the possibility of Small and medium-sized enterprises, and make a progress on researching the potentiality of Small and medium-sized enterprises
[bookmark: _Toc61315060]6.4.2Limitations
Due to time constraints, this study covers only five local specialized banks and fifty Small and medium-sized enterprises in different industries. If this research involves more samples or invites more directors of specialized banks from other regions of China to participate, the result of research may be more reliable. 
In addition, Small and medium-sized enterprises operate in different industries may have different situations to influence perception of specialized banks. According to inherent risks of Small and medium-sized enterprises, it may influence specialized banks spend more time on making decisions t.
[bookmark: _Toc61315061]6.5 Suggestions for future research
Based on these limitations, the study can be refined further and through researching Small and medium-sized enterprises in more industries and seek the diversification of selected samples. The future research should include interviews with senior manager, directors of commercial banks. To get a reliable assessment of Small and medium-sized enterprises’ performance, researchers may help specialized banks design appropriate standards and methods. And make complete safeguards to protect specialized banks from suffering loss after lending to Small and medium-sized enterprises.
[bookmark: _Toc14127]
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