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Introduction to Chinese Edition of
Exploring Corporate Strategy

Exploring Corporate Strategy was first launched in the UK in 1984. Since then it has established itself as the leading
strategy text in British universities and is widely adopted throughout Europe and elsewhere in the world. It has been
translated into French, Spanish, Czech, Portuguese and now into Chinese. As authors we are very proud of this
international coverage; and we are especially pleased that a current edition is now available in China.

When we first started to write the book over 20 years ago few people in the West envisaged that China would be
widely regarded as one of the great economic powers in the world by the new millennium. It was not felt that China
would be a country in which the management of commercial and public enterprises would be taken so seriously. Yet
this is now widely recognised. There is hardly a major business in the West that does not have a strategy for and a
presence in China. We also know that Chinese businesses are, themselves, beginning to exercise great influence
across the world. Twenty years ago it was also unusual to see a Chinese student in a UK university. It is now
common. So the internationalisation of Chinese management has rapidly gathered speed.

We hope that Exploring Corporate Strategy will add to this development of Chinese management and of
Chinese business. We accept that the book is largely to do with strategy and strategic management as understood
in the West. We are told by our students and by Chinese businessmen that it is important for managers in China
to understand this if China is to have a successful economy with international dimensions. But we also accept that
we in the West have to learn from China. So we hope that the translation of our book into Chinese will in time lead
to a greater influence from China on our book. We regard the Chinese edition as a two-way learning process and
therefore are grateful for its opportunity.

In this context we hope that Chinese readers will engage with the book in a critical fashion rather than just
uncritically accepting Western practices. Exploring Corporate Strategy has always encouraged a critical approach to
the study of strategy and strategic management. We encourage readers to reflect on the relevance of ideas, concepts
and tools in the context of their own businesses, organisations and cultures. To help this critical process the book
contains discussion about how strategy is managed in practice and commentaries which provide theoretical lenses
through which strategy and strategic management can be viewed and understood in different ways. These different
understandings can help provide managers with the opportunity to critically reflect upon the relevance and value of
what is discussed in the rest of the book.

Finally we would like to thank our friends, Jun Wang, Yuan Zhao, Ralph Jia, Sean Yao, Haichao Chen, Hong
Wang, Yuangi Xiao, who have worked to translate this book. It all started when Gerry Johnson was teaching at
Cranfield School of Management in the UK and they were his students. Since then they have gone on to become
managers in Chinese and foreign firms. They are keen to help others in China benefit from the sort of experience they
had at Cranfield and we are keen that they should be able to do so through the vehicle of this beok. We would like to
extend our warmest thanks and appreciation for all the work they have put in and the initiative they have taken in this
translation.

Gerry Johnson

Kevan Scholes
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PART

THE STRATEGIC POSITION
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The Environment

After reading this chapter you should be able to:

. n using he
PESTEL framework.

* Wdeattly key impac
ongnisations.

 Develop scenarics end cxplal thee nplications,
 Define an industry and give examples of industry convergence.
» Use w0 identify the fora

strategic business unit.
» Expisin what is meant by cycles of competition and the impact of
hypercompetition.

B an

 Explain the concept of onganisational fields.

» Explain what is meant by market segmentation and how it helps in
understanding what customers value.
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3.1 INTRODUCTION

managers - public
- can make sense of an uncertain world around their organisation - the busk
ness enviconment. This can be diffclt for seven resons. 8 discussed in
section 2.4.3. Fist, '
the difcuty Is making sense of thi diversty. dentifying very many cavie
may be possibe, but -

wes ly it panisation

the pace of technological change and the speed of global communications
‘mean more and faster change now than ever before. Third is the problem of
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PRI ARTG

106 PART 11 + THE STRATEGIC POSITION
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Global forces at Pilkington

Global forces can twpact differently
in different parts of the same
busiess.

Glabal tsriet convergence
The

(whiner!

were less willing to subsidise
uneconomic locally owned plants.

S shipping ‘miw’ distances was
‘over was some &3 billion and It had major opers- llm::q

tions in Burope, North ‘was also capital intensive - & fost plant would
and Australasia, ‘cost some £60 million and needed 10 un at ks

Flat glass has two major uses - n the bulldiag  anoual capacity of 200,000 tonnes (o ‘pay ks

Industry for windows and doon In domestic  way.

Glabal eompetition
Industy was
Increasingly globalising the operation of glass AS % FEsult of some of these other forces, prim-

insulation
Ings, and govemment actions (0 attruct inward s tions
investment

- for cxample, In. the Jocation of 1. Using Exhibit 3.3, draw up separats 'maps’ for the
b and automobile glass sectors.

products
Europe hud opened up ws % market since the 2. Explain how this might Influance the way that
19805 and

the new  the company b orgenised.
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at the business function level,
5.2 CORPORATE GOVERNANCE' D —

Is operating.
purposes
and priorities of the onganisation should be decided. It is concemed with  Omisatn s there o seve

among
il iakcholdrs. 1 wil be secn dhat there are dilerent raions ad P e et

regulatory measurcs form only & part of Corporate govemance.

5.2.1 The governance chain

The issuc of corporate govemance has arisen for two main reasons. First,
practical need to separate ounersbip and Mmdw—n-

L
all those groups that have a ‘right’ t influence an organisation’s purposes.
mumaua—hnmmmm—m 1o another,

p—yhmxlxu«m
‘more visibly accountable dot only 10 owners (c.g. sharcholders), but
large. The rights

discussed later.
exampie of Exhibk 5.2 i can be scen that the man-

these various stakeholders will be
mhmw

formance of others. In the cxample I s Ukely that many henefchrics arc
ke ignorast of ¢ Indilicrent to the decals of compunics s which ther

moncy s invested. Many will ave thelr interests ‘gusrdedt’ by
funds. Hlustration $.1

companies.

Given

as they try t balance these vasious
particular issue for boards of directors and has resulted in imporsnt
ments in both the role of the board and the disclosure of
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s not taken here.
quuniify or express in measurable terms. An objective wuch ss 1o be a leader
in techinology’ may be highly relevant In todsy's technological enviroament,
y. 1t
s nonetheless valid as an objective.
However, there are times when specific are These are

objectives are required.
likely 1o be when urpent action i needed, such as in  crisks or st times of
major transition, and it becomes essential for management 10 focus attention

prioricy An exreme example
in & furnround situation. If the choice is berween going out of business and
surviviag. there s 1o room for latiude through vaguely stated requirements
and control.

SUMMARY
+ Expectations and purposes are lafluenced by four main factors: corporte
‘govemance,

.
s there (o serve and how the purposes and prioritis should be decided.
Corponite govemance has become more comple for two main reasons:
s, s socond,

Increasing tendency 1o make ongnksations more visibly accountable 10

‘wider mage of stakeholders.

# Sukubckdes s s of the. et they bk and he extet 10
mmnm In the strategics that an omnisation is

wwmd-mu-mwwm-n
‘amongst differeat stakeholders, Stakebolder

m—nﬁpmm differences.

lewitimace.
@ Culture consists of ‘layen’ of values, beliefs and taken-forgranted assump-

concept

I

‘with which new strategbes could be adopted.
. different L

for the various parts of the organisation.
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ance. Also wachd i A. Davics 4 Approocs ey,
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Strategy Selection

T Part 111 has been “The chap-
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A design view of strategy selection
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