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PREFACE

“Three—-Step” Strategy for Overseas
Chinese Corporations

Honorary Dean and Professor, National School of Development, Peking University

Justin Yifu Lin

Although internationalization of Chinese corporations started late in China, the past
two decades have seen an increased number of Chinese corporations “Going Out” , ex—
panded in size, entered more arenas, and accelerated in pace. The next 10 to 20 years
will see a golden age for internationalization of Chinese corporations. However, the in—
ternationalization of Chinese corporations faces an enormous challenge, that is, how to
transition from “corporate internationalization” to “internationalized corporations” ?

Michal Potter, in The Competitive Advantage of Nations, divides a country’ s eco—
nomic development into four stages: production—driven, investment—driven, innovation—
driven and prosperity—driven. The internationalization of Chinese corporations has just
entered the investment—driven stage. To confront the challenge of transitioning to inter—
nationalized corporations, Chinese corporations must consider how to advance into the
innovation—driven stage, and enhance global brand influence.

The internationalization of Chinese corporations calls for new theoretical interpreta—
tion of the “Going Out” strategy. The “Going Out" strategy is essentially a representation of
hard power. When a corporation accumulates capital and technology, it has to utilize both
domestic and foreign resources and markets in order to further develop. However, soft
power is more important in the innovation—driven stage. For example, how do overseas
Chinese corporations think internationally, and integrate into local policy, laws, society, cul—
ture, and be recognized by the local community? Furthermore, how do overseas Chinese

corporations win over the respect of the local government and public?
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“Going Out, Going In, Going Up" is the new strategy for building international cor—
porations and global brands, and has macro and micro level interpretations. On the macro
level, the strategy guides the general direction and approach of internationalization of
Chines corporations. “Going Out” refers to hard power displayed in financial and technical
prowess. “Going In" refers to soft power displayed in cross—cultural communication
and management. “Going Up" refers to a perfect combination of hard and soft pow—
ers, in which the host country’ s government, society, businesses and people like, trust
and respect the Chinese corporations. This is the highest level of honor an international
corporation can pursue.

On the micro level, "Going Out, Going In, Going Up" provides detailed guidance
for a corporation’ s internationalization. Using Haier’ s internationalization as example,

“Going Out” relies on opening niche markets. One successful case is Haier designing
mini refrigerators for college dorms. “Going In” expands overseas markets using main—
stream products. For example, Haier’ s marketing strategy in the US and Europe is to
sell mainstream products through mainstream channels. Finally, “Going Up" elevates
Haier as a global brand.

China needs the “Three—-Step” strategy on the macro level to guide the future in—
ternational and sustainable development of Chinese corporations. Chinese corporations
should combine their internationalization goals with China’ s internationalization goals. “Hard
Power + Soft Power = China’ s Global Reputation” . China also needs the “Three—Step”
strategy on the micro level to guide individual Chinese corporations to explore overseas
markets. Corporations combine their products and services with the culture of the local
society. “Products and Services + Social Culture = Global Brands” . When more Chinese
corporations build global brands, China’ s global reputation will improve. And China’ s “cor—

porate internationalization” would advance to “internationalized corporations” .
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