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Preface

Poter Niotoore

The book “China Big Business I Surveyed” will soon be published. While
rejoicing, [ would like to express my heartfelt gratitude to all my Chinese
friends who assisted in this work. I sincerely wish China success in its re-
form and opening-up. During the past years, I have carried on studies and
surveys over China’ s big business and completed this book. This book is
dedicate to the reform and opening-up in china, to its big and medium-size
enterprises and to its vast reading audience. I welcome readers’ comments
or different view for discussion.

This book analyses the interaction between China’s internal system restruc-
turing in its large enterprises and the global business revolution. It is as
though two giant gearwheels, each rotating at different speeds, were enga-
ging with each other. The task of mechanical engineers is to ensure that in a
complex machine, the gearwheels engage in a harmonious fashion. Both
China and the global corporations still need to overcome many complex prob-
lems if they are to ensure that the engagement is smooth .

In 1994, 1 began a research programme with Dr. Wang Xiaogiang, to inves-
tigate the reform of the large-scale state-owned enterprises. Dr. Wang was
Deputy Director of the System Reform Institute under the State Council’ s
System Reform Commission. Our research was based around in-depth case
studies of China’s ‘national team’. Although I wrote this book, the ideas
in it were the product of continuous discussions between us over the course
of these years. Dr. Wang has published numerous papers and books that
have stemmed from this research.

From 1994 to 1999, we were fortunate to be able to undertake in-depth re-
search at a number of China’s leading ‘national team’ companies in differ-
ent sectors. We listened directly to the ambitions of the senior managers and
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ordinary people in China’s large enterprises, groping to find a way to com-
pete on the global level playing field with the giant corporations of the ad-
vanced economies. At every stage of our research we encountered people
with high ambitions, high technical capabilities, and high levels of business
capability. The strongest impression we gained was of the immense potential
that lies within China’s large enterprises. We saw at first hand the immense
changes that had been brought about in large Chinese corporations since the
mid-1980s. We saw impressive advances in management skills, research
and development, marketing and brand-building. We saw the impact of the
" absorption of large amounts of foreign capital, through foreign direct invest-
ment, from international stock markets and international banks. We met im-
pressive examples of people who were genuine ‘big business entrepreneurs’ ,
as capable and ambitious as the captains of industry in the global giant cor-
porations. We also saw many difficulties that remained in trying to build
large, modern firms. Over the years of our research, we encountered a fast-
developing awareness of the huge challenge that awaited China’s large firms
on the ‘global level playing field’ after China joined the WTO.

It rapidly became obvious to us that alongside the attempt to transform
China’s leading state-owned enterprises, a revolution in business systems
was under way in large global corporations. In response to this reality, we
shifted the focus of our research. We combined our analysis of the restruc-
turing of large Chinese firms with an analysis of the simultaneous revolution-
ary ‘restructuring’ of capitalist big businesses headquartered in the ad-
vanced economies. Through the China Big Business Programme we were able
to gain in-depth access to several of the world’s most powerful corporations .
The incredible speed and depth of the global business revolution presented a
massive challenge to China’s attempt to ‘catch-up’ at the level of the large
firm. It became clear to us that China faced a far greater challenge than had
faced any previous ‘late-comer’ country, including Japan, due to the explo-
sive nature of change in the global business system and associated revolution-
ary change in technology. In response to this ongoing revolution, which oc-
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curred simultaneously with our research, we attempted to continuously
benchmark the progress in China’s large enterprises against the high-speed
change in the world’ s leading capitalist corporations. China’s large enter-
prises were chasing a moving target of explosive change in the world’ s lead-
ing corporations.

Our research began at Shougang, Capital Iron and Steel Corporation, in De-
cember 1994. At that time, Dr. Wang and I were privileged to have a long
and memorable discussion with the leader of Shougang, in which he outlined
his growth plans for the company. It is fitting that as these final words are
being written in early 2001, yet another crucial chapter in the transformation
of global capitalism is being written. Over the last few months, Nippon Steel
(Japan) and Posco (Korea) have announced a deepening of their inter-loc-
king share ownership. They have also announced a major international joint
venture together with Usinor (France), to produce high quality steel for au-
tomobiles on a global basis. In late February 2001, Usinor announced that it
was to merge with Arbed (Belgium) and Aceralia (Spain). The new entity
would leap in to first place in the world steel industry. It would have a com-
bined physical output of 45 million tons. It would occupy leading positions
in several areas of high quality, high value-added steels, and possess a for-
midable marketing and research capability. It would have a level of sales
revenue and profits that would put it far beyond any rival. One analyst com-
mented : ‘ This completely changes the shape of the steel industry in Europe
and globally’ . The Financial Times commented: ‘ This shows all the signs of
being a seminal moment in the history of European manufacturing’ ( Finan-
cial Times, 17 February 2001). Even in the unglamorous steel industry,
globalisation’s high-speed advance poses deep challenges for China’s large
corporations.

As these words are being written, China stands poised to enter the WTO.
Within the WTO China’s large enterprises will face even more severe chal-
lenges than in the past. I hope that these case studies, despite their numer-
ous shortcomings, will be of some value to China’s large corporations in
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their attempt to compete on the ‘global level playing field’ .
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