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Workshop 3: Referencing     

EXAMPLE 2: Exert from an International Business Environment MSc Report 

“AN ANALYSIS OF INVESTMENT OPPORTUNITIES FOR 

S-SUPERMARKET, A UK-BASED COMPANY, IN CHINA”

Chinese national business system and cultural conditions

National Business System
Countries have unique national business systems which will affect different business strategies. UK is one of the traditional Anglo-Saxon capitalism countries that only a small number of direct intervention by state authorities and this business system have high social cost, high income but with a comparatively low growth rates.  Nevertheless China’s economy was high performing in the last two decades which was working under the version of the ‘Asian Capitalism’.

China’s economy proceeded from planned economy to market economy gradually since 1978 with an emerging economy national business system. However, as China is a communist country and is a large nation in land, state governments still has an important role to intervene business operation in different regions or provinces in the country.  If S-Supermarket is going to operate in different parts of China, they will have to develop strategies that place the government with proper weight in business strategy and decision-making.

One of the important characteristics of ‘Asian Capitalism’ especially in china is that: “…the close relationship between government and business…”  It presents the current situation in china, where many interventions between businesses and governments are carried out through an informal institutional system of ‘administrative guidance’ rather than through formal legislation . This could be a drawback for S-Supermarket, as MNCs all want to have a transparent and fair competitive business environment. Otherwise, the hidden rules of the game may set the transaction and uncertainty costs of doing business in China. In order to create a more appropriate business environment which is not influence much by state government, and help foreign investment to maintain a lower transaction and uncertainty costs, the country should concentrate on building up further a market oriented economy and credit system by regulation and law. Recent political stability and the concept of building a ‘Harmonious Society’ made by President Hu Jintao will generate the underpinning for sustainable business development in the long run. 

Business Culture

“Most Chinese people attach great importance to cultivating, maintaining, and developing connections (guanxi) and are highly sensitive to face (mianzi), these social values, which are the keys for understanding Chinese social behavioral patterns and their business dynamics.”. Such social capital must be understood by S-Supermarket to consolidate a strong network in the new market.

Culture mixture plays a significant role in achieving success in a global business relationship. Especially countries like the UK and China; they are from completely different ethnic backgrounds and share unusual attributes with each other . China is an ethically and culturally diverse country. S-Supermarket will encounter problems such as language barrier and religion issues. It has the challenge of providing retail service in Chinese language to cater the needs of customer, which will make them localize to fit into the new grocery war and seeking transactional managing advantages from cultural differences. 

Demography and lifestyles

In terms of demographic issues, UK is a relatively smaller country and S-Supermarket has reached the market saturation after some year’s operation in the UK and the domestic growing pace became slow. That is why they are now in the hunt for further growth opportunities in China. China has a huge potential market due to its high population of over 1.3 billion today and an estimated growth rate of 0.57% per year. However, it is the country where it has the enormous gap between rich and poor. This phenomenon is obvious when comparing the living standard and GDP of coast urban area and rural western area. 

Unlike the western lifestyle in the UK, consumers in China do not have (or not yet having) the concept and habit to shop weekly at supermarkets. Traditionally, even in the urban area, Chinese residents tend to shop at traditional open food market or their nearest grocery daily or at least few times a week, because Chinese cuisine and Chinese lifestyle are believing and emphasizing on the ‘freshness’ of quality food material, and they feel more convenient to shop at their local grocery. Convenience is one of the conventional trends in China’s retail and service market. A significant amount of major retailers and wholesalers own most of the convenience stores in china. 
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