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Abstract

This book presents the findings of “A Study of the Growth and Restructuring of
Chinese Business Groups Within the Context of Globalization” ( No. 04JZD0018), a
key project sponsored by the Ministry of Education of China for Philosophy and Social
Science Research. Against the background of China’s economic transformation and
worldwide economic globalization, the project attempted to investigate the growth and
restructuring of Chinese business groups in the hope of helping them enhance interna-
tional competitiveness. The primary objectives included exploring the characteristics and
laws of Chinese business groups’ growth and restructuring, examining their goals, ad-
vantages, paths, and strategic choices in the course of improving international competi-
tiveness, assisting more Chinese business groups in boosting their international competi-
tiveness and striving to become world-class firms.

To achieve the objectives, the researchers endeavored to embed the research in the
Chinese contexts. Based on the contextualization, it was hoped that the research would
reflect the different environment in which Chinese firms operate from their foreign coun-
terparts, especially the institutional environment, reveal the co-evolution of institution-
al change and corporate strategic behavior in the process of China’s economic transfor-
mation, take into account the impact of economic globalization on Chinese econorﬁy,
markets and firms, and guide Chinese firms in enhancing international competitiveness.

The overall framework of the research was based on the paradigm of “Structure -
Conduct — Performance” . The researchers adopted such theories and perspectives as
embeddedness, institutional-based view, co-evolution, integration of internal and ex-
ternal contexts, and exceptional concern. Research methodologies included literature re-
search, theoretical research and modeling, comparative research, historical research,
case study, questionnaire survey, secondary database construction, and empirical re-

search. In the nine years’ endeavor, the researchers engaged in a wide range of litera-
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ture review and empirical investigations concerning strategies of company growth and re-
structuring, uniqueness of China’s business environment, qualities and traits of Chi-
nese business groups, sources of Chinese firms’ international competitiveness, etc. All
the work was intended to address the central issue: how to improve Chinese enterprises
in the era of economic globalization, especially their international competitiveness? For
simplicity, the authors will be on a description of four major findings of the research.

First, economic globalization and its interaction and co-evolution with China’s eco-
nomic transformation are the principal drivers of operation environment change for Chi-
nese enterprises, and provide a major source for the uniqueness of the operation envi-
ronment. In the analysis of the trend of economic globalization and firm global strategy,
we explain what is meant by enhancing international competitiveness within the context
of globalization, including the definition of world-class enterprises. While examining the
interaction and co-evolution of economic globalization with China’s economic transforma-
tion, we view the impact of economic globalization and the lag of China’s economic re-
form as the backdrop of the research. Also, we take the fragmentedness of China’s do-
mestic market as a contextual variable that affects Chinese business groups’ effort to im-
prove international competitiveness in the milieu of globalization. Relevant research find-
ings are presented in Chapters 2 and 3.

Second, the emergence and development of Chinese business groups results from a
special institutional selection and arrangement in the course of China’s economic trans-
formation. In studying the birth, growth and restructuring of Chinese business groups,
we develop a re-conception of business groups, and recommend quitting using the term
in its traditional sense. We confirm that the strategic behavior of Chinese business
groups, especially their strategic choice concerning growth and restructuring, is affect-
ed by the interaction between China’s broad environment and firms’ specific character-
istics, which needs to be studied through multiple theories and perspectives. On this
basis, we construct a conceptual framework that presents strategic behaviors of Chinese
business groups from multiple theoretical perspectives by integrating Chinese contexts
and company characteristics. The findings are available in Chapters 4 through 7.

Third, through an analysis of the country-specific and firm-specific advantages that
Chinese enterprises enjoy in the era of globalization, the research investigates the
goals, advantages, paths and strategic choice of the enterprises in their effort to im-
prove international competitiveness. An examination of the challenges faced by Chinese

2 business groups and their own endowments suggests that Chinese business groups should
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aim at improving the international competitiveness of their dominant businesses or
blooming into world-class firms at their current phase of growth and restructuring. Con-
sidering the change in China’s country-specific advantages after joining the WTO, we
believe that resource concentration and domestic market integration are viable strategies
for utilizing country-specific advantages and building firm-specific advantages. Given
factor costs, market size and characteristics in China, it will be a major path for Chi-
nese firms to improve their international competitiveness to be No. 1 first in China and
then in the world. The findings are presented in Chapters 8 through 10.

Fourth, due to the impact of economic globalization, the lag of China’s economic
reform, and the fragmentedness of the Chinese market in particular, Chinese enterpri-
ses, especially Chinese business groups, have made various strategic choices according
to their own conditions. Based on the aforementioned theories and abundant case analy-
sis, we examine various possible strategic choices available to Chinese enterprises in
response to economic globalization and market fragementedness, and construct a four-
cell matrix that captures the strategic choices of Chinese enterprises in the new con-
text. Analysis demonstrates that strategic shifts by firms, and, more importantly, insti-
tutional innovation by the government, will offer impetus for more Chinese enterprises,
especially business groups, to enhance their international competitiveness through hori-
zontal integration. Therefore, we propose that China need to launch a new round of eco-
nomic reform to help firms grow strong or enhance international competitive-
ness. Relevant research and findings are presented in Chapters 11 and 12.

The present research has made the following four theoretical contributions as com-
pared with previous research of its kind.

The first is concerned with research perspectives and methodology. Through an in-
spection of the Chinese context, we propose that the study of the strategic behaviors that
Chinese firms, especially business groups, exhibit in the milieu of globalization need
to be based on the perspective of context-embeddedness, implemented by dynamic co-
evolution, integration of domestic and foreign markets, and exceptional concern. By so
doing, we have developed a system of methodology addressing Chinese firms’ strategic
choice during the economic transformation. This will, to some extent, provide reference
for other researchers at home and abroad who study the strategic behavior of Chinese
firms.

The second contribution lies in the innovation of context theorization. In recent

years, Chinese scholars of management science have been viewing context theorization

Abstract
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