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ABSTRACT

Digitization not only reshapes market structure and business ecology, but
also makes it necessary and urgent for small and medium-sized
enterprises to undergo transformation and upgrading. However, digital
transformation is not simply about technological upgrades; it requires
companies to undergo profound strategy restructuring to adapt to the
competitive rules of the digital age. Based on this, this paper explores
how small and medium-sized enterprises can achieve digital
transformation and strategy restructuring through scientific and
reasonable paths, in order to provide strategic guidance for small and
medium-sized enterprises. This can better cope with fierce market
competition and achieve sustainable development.
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1 Introduction

For small and medium-sized enterprises, digital transformation is not only an effective means to
enhance competitiveness, but also a necessary path for sustainable development. Digital
transformation can help small and medium-sized enterprises optimize resource allocation and
improve operational efficiency; At the same time, in the process of digital transformation,
introducing advanced management concepts and tools can also improve the quality of decision-
making and response speed of enterprises, expand new markets and customers, and help
enterprises obtain broader development space. In this context, in-depth analysis of the
implementation path and strategic restructuring of digital transformation for small and medium-
sized enterprises is of great significance. The purpose of this study is to explore how small and
medium-sized enterprises can achieve strategic restructuring through digital transformation in the
current economic environment, with the aim of proposing a practical framework and
implementation path for strategy restructuring. This aims to help small and medium-sized
enterprises effectively respond to the rapidly changing market environment, achieving a dual
enhancement of economic benefits and social value.

2 Theoretical Basis of Digital Transformation
2.1 Core Features of Digital Technology

Digital technology has three core characteristics: upgrading, architecture evolution, and deep
integration. The upgrading and replacement speed of digital technology is extremely fast, and each
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upgrade will have an impact on the industry landscape. Every technological leap has greatly
improved the efficiency and scope of information processing, from early mainframe computing to
personal computers, to smartphones and cloud computing. This rapid technological change not
only puts higher demands on enterprise technology strategy, but also requires sustained
investment in technological innovation to maintain a competitive advantage. With the upgrading
and replacement of technology, the architecture of digital technology is also constantly evolving;
Early computer systems were mainly independent and closed systems, while modern digital
architectures tend to be open and modular. [1] The rise of cloud computing enables enterprises to
utilize networked resources for computing and data storage, greatly reducing IT costs and
improving resource utilization efficiency; The promotion of microservice architecture enables
applications to be designed as small and independent parts that interact with each other through
lightweight communication; This greatly improves the efficiency of software development and the
maintainability of software systems. In addition, digital technology can also deeply integrate with
various industries. Taking the financial industry as an example, the integration of digital technology
enables traditional banks and other financial institutions to provide more convenient and secure
services.

2.2 Economic Principles of Digital Transformation

Resource allocation optimization is one of the fundamental principles in economics, emphasizing
the efficient allocation of limited resources to achieve the goal of maximizing output. In the process
of digital transformation, enterprises can utilize advanced information technology to optimize
resource allocation, especially the application of big data analysis and cloud computing technology,
enabling them to monitor resource flow in real-time globally and efficiently allocate resources to the
most urgent areas of demand. In the process of optimizing resource allocation, enterprises use
digital tools to achieve rapid response to market dynamics and deep insights into consumer
behavior, thereby making decisions more accurate. In addition to optimizing resource allocation,
diminishing marginal costs is also an important economic principle of digital transformation.
Marginal cost reduction refers to the economic phenomenon in which the newly added production
costs gradually decrease as the output increases during the production process. The introduction of
digital technology can significantly reduce labor costs and material consumption, resulting in a
sustained decrease in production costs per unit of product; The application of digital tools such as
automation software and intelligent systems greatly improves production efficiency, reduces error
rates and the need for repetitive work, thereby achieving marginal cost reduction.

2.3 The Relationship between Corporate Strategy and Technological Innovation

The formulation and implementation of strategies directly affect the direction and effectiveness
of technological innovation, and the results of technological innovation in turn validate and drive
the adjustment and optimization of strategies. Specifically, firstly, corporate strategy provides
direction and framework for technological innovation, ensuring that technological innovation
activities are aligned with the company's long-term goals and market positioning. When
formulating corporate strategies, senior managers need to consider how to utilize existing and
potential technological resources to create competitive advantages; This requires them not only to
have foresight, but also to have a profound understanding of technological development trends. At
the same time, the formulation of strategy also involves consideration of the technological
innovation cycle. Strategic decisions need to clarify the priority of technological innovation,
determine which technological innovation projects can receive financial and human resources
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support, to ensure that technological innovation can occupy an advantage in the future market and
help achieve the company's strategic goals. [2] Secondly, technological innovation has had a
significant impact on the strategic adjustment of enterprises. With the continuous advancement of
technological innovation, the emergence of new technologies or breakthroughs in existing
technologies will bring about changes in market structure and industry rules, driving enterprises to
explore unmet market demands or develop new market areas. The integration of innovative
technologies not only helps to improve the efficiency of internal processes, but also enhances the
quality and performance of products or services. This internal optimization directly affects the
strategic execution effectiveness of the enterprise.

3 Thelmpact of Digital Transformation on Small and Medium-Sized Enterprises
3.1 Change in Business Model

Traditional small and medium-sized enterprises are limited by physical geography and resource
allocation in customer interaction, making it difficult to achieve extensive and in-depth customer
coverage; The digital transformation has brought fundamental changes to this situation, enabling
enterprises to establish more direct and continuous interaction with customers through digital tools
such as Internet platforms, social media and mobile applications. Specifically, on digital platforms,
small and medium-sized enterprises can use big data to analyze customers' consumption behavior
and preferences, and customize marketing strategies and product promotion based on the analysis
results; This can greatly improve the accuracy and effectiveness of marketing activities, enhance
customer satisfaction and loyalty; This interactive approach has also brought about a strategic shift
for small and medium-sized enterprises from reactive to proactive, enabling them to more
proactively grasp market trends and quickly respond to market changes. On the other hand,
digitization has also given rise to new business models such as subscription services, on-demand
services, and sharing economy models. Small and medium-sized enterprises can develop
subscription based software services or transform traditional product sales into providing
comprehensive solutions and on-demand services, which not only increases their revenue sources
but also enhances their market adaptability.

3.2 Reshaping Corporate Culture

With the widespread application of digital tools and platforms, corporate culture is gradually
shifting towards an open culture. The digital environment makes it easier for employees to access
new ideas and technologies from outside, encouraging them to integrate these new knowledge
into their daily work, thereby promoting the updating and flow of knowledge within the enterprise;
This open corporate culture also helps to create an inclusive work atmosphere where employees can
freely express their opinions and suggestions, increasing their sense of belonging and satisfaction
with the company. [3] At the same time, digital transformation also promotes the evolution of small
and medium-sized enterprise culture towards an innovation oriented culture.

4 Digital Transformation Paths for Small and Medium-Sized Enterprises
4.1 Technology Selection and Platform Construction

In terms of technology selection, small and medium-sized enterprises should consider the
applicability, scalability, and compatibility with existing systems of the technology. For enterprises
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with customer service as their core, priority should be given to implementing efficient Customer
Relationship Management (CRM) systems to promote centralized management of customer
information and automation of customer service; Enterprises that focus on product innovation and
production efficiency should consider how to optimize production processes and resource
allocation through advanced production management systems such as enterprise resource
planning (ERP) systems, in order to ensure that technological investments can generate long-term
benefits. [4] In platform construction, small and medium-sized enterprises should choose platform
suppliers that can provide strong support and services; And it is necessary to consider the
complexity of the digital business environment, strengthen the encryption of data transmission and
storage procedures, and ensure that data transmitted through the network is not accessed or
tampered with without authorization; Alternatively, a backup mechanism and disaster recovery plan
for enterprise data should be established to cope with data loss or system failures.

4.2 Talent Cultivation and Team Building

In the context of digitalization, the traditional talent structure and skill requirements have
undergone profound changes, and enterprises need to have composite talents to cope with new
technologies and processes. In this process, small and medium-sized enterprises must find a balance
between cultivating existing employees and introducing new talents. Specifically, enterprises
should provide customized training tailored to the digital needs of different positions, helping
employees master advanced technology skills such as big data analysis, artificial intelligence
applications, cloud computing, etc; Talent cultivation should also include the improvement of
strategic thinking and innovation ability, in order to cultivate management talents with a global
perspective and a workforce that can quickly adapt to digital tools. At the same time, small and
medium-sized enterprises also need to build more open, collaborative, and flexible team structures,
where team members should possess interdisciplinary knowledge backgrounds and
complementary skills, and be able to work closely together at different stages of digital projects. [5]
Enterprise leaders need to create an innovative atmosphere during the team building process,
stimulate members' creativity and sense of responsibility, and establish a reasonable incentive
mechanism to motivate the team to actively participate in the transformation process. This forms an
organizational structure with efficient execution, effectively addressing the challenges brought by
digitization.

5 Conclusion

Overall, digital transformation is not only about technological innovation, but also a
comprehensive restructuring of enterprise strategy and management. Among them, technology
selection and platform construction provide necessary tools and frameworks to support digital
operations and service innovation of enterprises; Talent cultivation and team building enable
enterprises to continuously promote technological innovation and respond to rapid market
changes. In addition, enterprises also need to continuously optimize their organizational structure
and corporate culture during the transformation process, in order to better adapt to the needs of
the digital age.
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