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THEORETICAL PERSPECTIVES
ON THE STRATEGIC BEHAVIOR OF
ENTERPRISE ORGANIZATIONS OF CHINA

Fei Hongping

ABSTRACT

The geography of enterprise which is a relatively new approach
in industrial geography, focuses first on enterprises themselves and
only second on their spatial effects, vet several studies have already
indicate its value. Since Mc Nee’ s poineering work of over three
decades ago, the idea and practice of the geography of enterprise has
gathered momentum. However, the geography of enterprise in
China has so far been completely neglected. With China’s ongoing
economic and political reforms, a number of fundamental changes in
the behavior of enterprises in China have occurred. These changes
have important influences on the processes of regional economic de-
velopment and industrial location, and dominate regional economy
and industrial location. In view of these changes, the spatial behav-
ior of enterprises in China should be studied.

The structure of the study is aimed specifically at highlighting
the structure, functioning, space, and role of the business enterprise
which underlines the performance of regional economy. The rela-
tionships between the three aspects of organizational and spatial
structures, and its external environment are, therefore, the core of
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this paper. The study attempts to combine industrial geography
with concepts developed in organization theory, to examine the spa-
tial patterns created by the enterprises, both in :zggregaté and indi-
vidually, to understand their influence on the location of different
industries and the processes of regional economic development, and
to concern with the interrelationships between corporate organiza-
tion, development and spatial behavior, in the context of environ-
mental change, It is arranged around three parts which consist of
seven chapters which try to answer these guestions.

Chapter 1 highlights the main features of the existing theoreti-
cal literature from geography and the organization sciences on the
spatial behavior of enterprises, and undlined a number of key issues
which have been underplayed or ignored. These issues are arranged
four main facets. First, five approaches within the geography of en-
terprise can be considered, and the context in which enterprises ope
rate is introduced. This is followed by an examination of main de-
velopment stages of the geography of enterprise. The third section
analyzes the major research areas of the geography of enterprise with
an emphasis on the spatial evolution of enterprises and on linkages of
enterprise, some new research tendencies make up the fourth sec-
tion. Based on reviewing and critically analyzing the major develop-
ments of the geography of enterprise in the West, many new theo-
retical and practical problems for the geography of enterprise in
China are posed.

In Chapter 2 we attempts to examine the relationships between
industrial organizations and their environment from an essentially
spatial perspective and. organization theory, and integrate the genera
lizations derrived from organization theory and industrial geography
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to produce an a prior model of organization — environment interrela-
tionships within an explicitly spatial framework. These issues are or-
ganized around three elements. First, particular attention is paid to
the conceptualization of enterprise as an open system. Second, we
examine the composition of enterprise’s external environment and its
features. Third, we examine the relationships of organization — en-
vironment interaction and organization structure.

Chapter 3 describle the relationships between organizational
structures and strategies of enterprises. First, we examine the im-
portance of strategic decision. Second, we explore the types of com-
petitive strategies, strategic directions and methods of implementa-
tion. Finally, we identify strategy and types of organizational struc-
ture, and cancern with the ways in which business organizations
learn to devise new strategies to deal with volatile and uncertain en-
vironments—how they learn to devise new forms of organizational
structure.

Chapter 4 determines the general propositions on spatial aspects
of organization — environment interaction that can be gleaned from
linkage and information flow studies. In this context, we examine
the three problems of functional linkages, spatial linkages of enter-
prise and its changes over space and time. We first identify the chara
cter of backward and forward linkages using a material, information
and personnel and illustrate the kinds of linkages which all enterpris-
es possess. The importance of the spatial scale over which such link-
ages occur is emphasized. The practical importance of plant location
and relocation; the way they operate in the diffusion of economic
trends across space, formally operationalized in growth serve as a
mechanism where by forms acquire knowledge of wider operating
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environments. Attention is then given to the factors which influence
the geographical patterning on linkages. From tne many organiza-
tional factors which might influence the spatial linkage patterns, five
have been selected for analysis. These are product types, type of en-
terprises’ ownership (that is, whether or not it is under external
control), size of the enterprise, operational technology and organiza-
tional complexity. These factors was by itself highly correlated with
value or volume of material and market linkages. On the basis of
findings related to ownership, the study of corporate organization,
including the subject of intra — firm linkages would appear to hold
considerable scope for future investigation.

The purpose of Chapter 5 is to review major models of both the
growth and associated spatial evolution of an enterprise, with an il-
lustrative case study from the Nanjing Automobile Enterprise
Group, the Capital Steel and Iron Corporation, Xian Electric Ma-
chinery Maufacturing Group and Nanjing Chemical Industrial Cor-
poration. The paf)er in this issue is organized into three parts. The
first examines the spatial growth and location adjustment of multi —
plant enterprises, the second reviews major models of spatial evolu-
tion of an enterprise, and the third analyses the spatial evolution,
over a period of time, of a representative sample of the Nanjing Au-
tomobile Enterprise Group in China, and illustrates the findings
with case studies. It is suggestred that the models of spatial evolu-
tion of an enterprise would provide more evidence about micro —
mechanism for evolution of macro — regional economic systems.

In Chapter 6 we examine the spatial structure of an enterprise
from systems theory. First, we examine the basic characteristics of
spatial structure of multi — plant enterprises. Second, we identify
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the types of spatial structure of enterprise groups in China. Third,
we explore the features of spatial structure of large corporations or
‘enterprise groups in China, with illustrative studies of representative
samples Finally, we examines the spatial organization of large multi
— plant enterprises from a theoretical viewpoint. First, we look at
the alternative geographical arrangement of the operations of multi —
plant enterprise. Second, we explore the geography of each function
unit within an enterprise. The study show that each unit can be lo-
cated according to its own specific needs, and each activity; there-
fore, tends to develop rather distinctive spatial patterns.

Chapter 7 draws together the findings of the study and explores
the nature of enterprise and role it may play in regional economic
performance and examines the major impact that large industrial or-
ganizations have on regional performance and development. First,
we concern with the role of individual organizaitons in shaping def-
ferential regional performance. Second, we attempts to explore the
coordinated development between enterprises and regional economy.
Using results primarily from a survey of industrial enterprises and
enterprise groups or corporations in China, we first identify the sig-
nificance for regional economic development of enterprise’s linkages.
This is followed by an examination of the contradictory origins be-
tween enterprises and regional economy. The third section considers
the extent to which differing types of industrial organizations possess
local suppliers and markets., and some measures are proposed in or-
der to overcome these contradictions. Third, we examines the na-
ture of city — systems, the present distribution of control functions
within them and the recent trends in the location of such functions
within a corporation. It is suggested that the geography of enter-
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prise should appear to provide more evidence about micro — mecha-
nisms for evolution of macro — regional economy and industrial sys-
tems. “Enterprises” should be incorporated into a significant dimen-
sion in industrial and regional economic analysis and should be a key
subject for investigation. Thus, we should discuss and develop an

organization perspective as a basis for analysis.
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