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Review and Research on Non-Market Strat-

egy of Enterprises Based on Chinese Tran- ~ With the bloom of the study of non-market strategy, the field is very complex;
sition Period. American Journal of Indus-  the theories are different from each other and there are great differences be-
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isting non-market strategy research. Based on this research, we examine the
applicability of European and American enterprises' practical experiences to
Copyright © 2017 by author and Chinese enterprises and provide practical suggestions and guidance for
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1. Introduction

Since Baron put forward “non-market” strategy, it has been a research hotspot
from the past 20 years. And Baron thinks the concept of non-market strategy is a
kind of specific strategy which focuses on the relationship of enterprises with
government, public and stakeholders [1]. Non-market strategy can improve the
legitimacy of the existence of the enterprise. Especially under the background of
Chinese economic transformation, it can pave the way for market strategy, or
integrate with market strategy effectively to improve enterprise performance.
The Baron’s non-market environment is divided into four parts: issues, mechan-

ism, interests and information. Non-market environment is formed by interac-
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tion between enterprises and enterprises, enterprises and society of the social,
political and legal arrangements; it is composed of public, shareholders, gov-
ernment, media and public institutions that have the majority rule, legal proce-
dures, extensive autonomy, characteristic of collective action and the public [2].
However, because of the diversity of differences between the disciplines and re-
search perspective, the research in the field of non-market strategy is a little
messy, unsystematic and needs to be further clarified. This paper also gives ref-
erence and suggestions for enterprises under specific institutional environment

during the period of Chinese transition.

2. Literature Review

We use “non-market strategy”, “corporate political strategy”, “enterprise and
government” and “enterprise and society” as key words, finding 81 related Eng-
lish and Chinese papers from EBSCO and CNKI database between 2006 to 2016.
Among them, there are 69 papers in journals and 12 dissertations; 33 theoretical
research papers and 48 empirical research papers. Because there are many dif-
ferent research perspectives and schools on non-market strategy, we sort out and

classify the existing literatures as follows.

2.1. Concept of Non-Market Strategy

Scholars’ definition of non-market strategy can be basically divided into two as-
pects: one is the definition of a non-market strategy as a behavior model of en-
terprise. The other is the definition of a non-market strategy as a cognitive mod-
el. Baron defines non-market strategy as a consistent action taken by an enter-
prise during non-market environment to increase the overall value [3]. Lin Shu
and Gu Biao believe that non-market strategy refers to the enterprise’s interac-
tive behaviors during non-market environment (from government, public, me-
dia, social institutions and other stakeholders), rather than only the narrow

»

sense as “relations between enterprises and public policy [4]

2.2. Classification of Non-Market Strategy

As the theoretical analysis tools are numerous and jumbled, there are three main
perspectives in the field of non-market strategy types, the first is based on the
model of non-market strategy: buffer strategy and bridging strategy. The second
is based on the type of non-market matters during non-market environment,
there are three strategic types currently: political strategy, social responsibility
strategy and public and media strategy. According to the social exchange theory,
the third can be divided into transaction oriented non-market strategy and rela-
tionship oriented non-market strategy [5] [6].

Western scholars tend to use the classification of non-market strategy model,
domestic scholars are more inclined to take the classification of non-market
events, but these two classifications are not contradictory [7]. When enterprises
are in the implementation of non-market strategy, it must be based on the im-

pact of the existence of non-market matters to take appropriate strategic ap-
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proach. With the background of Chinese transition economy, the non-market
environment characteristics are dynamic, complex and unforeseen, so it is more

inclined to deal with the classification of non-market events.

2.3. Influencing Factors of Non-Market Strategy

Due to the use of complex analysis tools, thus the conclusion of research on the
factors of non-market strategy shows the trend of diversification. We set the
theoretical basis of literature analysis as the starting point, the theory of repre-

sentative scholars and research results are summarized in Table 1.

Table 1. Comparison of different perspectives.

Theoretical
basis

Influential factors and Research Research
representative scholars contribution limitations

Resource-based
theory

Institutional-based
theory

Stakeholder Theory

Corporate social
responsibility theory

Transaction
cost theory

Social capital theory

Resource
dependence theory

Enterprise scale (Rehbein & Cramer, 2002; Hillam, 2003;
Meznar & Night, 1995); Diversification of enterprises

Extend asset Too much emphasis
(Hillman & Wan, 2005; Hillman & Hitt, 1999); e © much Emp
D ) ¢ of public affai attributes to on internal resources,
epartment of public affairs . . S .
intangible resources hile ignoring the
(Lenways & Rehbein, 1991); Political preferences of executives & . u w & &
and capabilities external resources

(Blumentritt, 2003); Enterprise growth (Ye Guangyu, 2011);
Bargaining power (GOMES-CASSERES, 1990)

From the perspective .
A comparative study

Institutional environment at the national level of the internal
. on the lack of developed
(Hillman, 2003); Industry management system resources and
economy, New econom
(Sohuler, 2002); Enterprise level (Tian Zhilong, 2005) capabilities of Y Y

. and transitional economy
the enterprise

Taking into account In the case of resource
the interests of all constraints, how to
Employees, government, shareholders, stakeholders, rather balance the
community, public (Agle, Mitchell & Wood, 2000) than just pay attention contradictions and
to the interests of conflicts between
enterprises stakeholders
Responsibility for employees and shareholders
P K Y ploy | L From the perspective The lack of research
(Baron & Diermeie, 2007); Public welfare activities and . .
R A K R of economic on the motivational
charitable acts, the protection of the rights and interests
. 7. R research to the study factors of corporate
of consumers, the protection of employees’ rights and interests, . i i o
of enterprise ethics social responsibility

the protection of ecological environment (Xie Peihong, 2010)

Concerned about the

Using economic .
short-term interests of

Collective action or act alone o2
indicators to

(Hillman, 1999); Asset specificity or public
goods attributes (Grier, 1994)

enterprises, ignoring the
measure the cost of P g i
long-term interests
non-market strategy .

of enterprises

Ignore the nature of
E i o] network Research on the hi
xecutive social networ . ownership
mechanism of
(Blumentritt, 2003; Shao Jianbing, 2010) (Private enterprises, and

influencing factors .
state-owned enterprises)

The effect of .
Selection, control
Reduce dependence on external resource dependence . .
. i and manipulation of the
(Frooman, 2001; Pandi, 2011) on the choice of

external environment
non-market strategy

Source: according to relevant literature.
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3. Theoretical Perspectives of Non-Market Strategy

In view of the above literature researches and thinkings, we found that the exist-
ing corporate non-market strategy research can be attributed to three major
perspectives of rationale, politics, and ethics. Different perspectives come from
different disciplines, so the study has focused on different scopes. The rational
perspective emphasizes the development of non-market strategy and its impact
on economic performance, the political perspective emphasizes the balance of
power between the enterprise and its stakeholders, and the ethical perspective
emphasizes the moral connotation of enterprise behavior. According to this
classification, the following parts will be combined with the existing literature,
sum up the theoretical basis of each perspective, basic assumptions, research

topics and corresponding empirical conclusions one by one.

3.1. Rational Perspective of Non-Market Strategy

From the literatures, the rational perspective occupies the dominant position
from the existing non-market strategy. At rational perspective, the purpose of
the existence of enterprises is to pursue the maximization of economic benefits;
the enterprises use the development of strategies to match the environment and
try to create the best performance for themselves. Based on this assumption,
Schuler pointed out that non-market strategy is the use of competition during
non-market environment. The use of political strategies to influence the formu-
lation of public policy, is driven by the government and regulatory authorities to
create a more favorable competitive environment for enterprises to win the
competitive advantage. According to the logic of rational perspective, the pur-
pose of non-market strategy is to win the political advantage, and the political
advantage is to serve the market competition [8] [9] [10] [11]. Therefore,
non-market strategy is the bedding or auxiliary of the market strategy. Enter-
prise managers use non-market strategy to change the rules of market competi-
tion, and try to consolidate market strategy.

Above all, we can see that the rational perspective emphasizes the utility of
non-market strategy which government is a competitive tool for enterprises;
however non-market strategy is the investment of the public goods, the ultimate
goal is to use the power of the government to win private interests. From the
scope of the study, the rational perspective focuses on “the relationship between
the enterprise and public policy” [12]. For example, Getz used principal-agent
theory to describe the relationship between government and enterprises. She re-
gards the enterprise as one of the principals of public policy, and the govern-
ment is the agent of many interest groups in the field of public policy, including
the enterprises.

To sum up the empirical results, we can clearly see that the rational perspec-
tive emphasizes the matching between specific non-market strategies and specif-
ic enterprises, and this kind of matching is ultimately beneficial to maximize
corporate profits. So the fundamental standpoint of rational perspective is to

understand the non-market behavior of enterprises from the input-output logic
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[13]. Non-market strategy is a kind of investment, and political advantage and
economic performance are the expected output; the goal of the enterprise is how
to optimize the input-output function. In a word, the rational perspective mainly
focuses on the optimal solution of non-market field, but it seldom deals with the

political, humanistic and symbolic nature of an organization.

3.2. Political Perspective of Non-Market Strategy

Different from the rational perspective focuses on specific enterprises, the polit-
ical perspective of non-market strategy research is devoted to exploring the
power relationship between the enterprises and its stakeholders. From the polit-
ical perspective, the enterprise is an open system which is embedded in social,
political and cultural environment-government, community, employees, con-
sumers, suppliers and other groups are actors or stakeholders of the enterprise.
Enterprises rely on their stakeholders to protect their own survival, and stake-
holders use the enterprise to achieve their rights and interests. There are not on-
ly cooperation and complementarity of resources between enterprises and their
stakeholders, but also conflicts of interest and competition. The enterprise is al-
ways in the complex relationship’s network which is constituted by its stake-
holders. Based on this view, political perspective holds the opinion that
non-market strategy is a way for enterprises to coordinate conflicts of interest.
The key to the implementation of non-market strategy is to find the balance of
power in the relationship network and try to alleviate the conflicts of interest
among different groups and realize the resource sharing in the network [14]
[15].

In addition to the theme of “how companies should manage their stakehold-
ers”, another key point is how stakeholders influence corporate’s decisions.
Around this issue, Frooman conducted an investigation for 140 chief executives
and it is found that the extent which influences stakeholders’ decision of the en-
terprises depends largely on the power contrast between them [16]. If the stake-
holders have a strong dependence on the resources of the enterprise, the enter-
prise is more powerful than the stakeholders. In this case, stakeholders tend to
take the initiative to provide adequate resources for the enterprise, in order to
influence or interfere in the decision-making process.

According to the above empirical literature, we can clearly see that it is dif-
ferent from the rational perspective which just emphasizes the economic per-
formance. Political perspective pays more attention at series of variables like
“conflict of interest”, “stakeholder commitment”, “stakeholder satisfaction” and
“power relations”. From the political perspective, the essence of non-market
strategy is the interaction between enterprises and interest groups; the goal is not
to maximize the economic benefits, but to “mitigate conflicts of interest”, “im-
prove stakeholder commitment and satisfaction” and “balance the power”. In
this sense, the political perspective is to find the equilibrium solution, but not
the optimal solution. Compared with the rational perspective, the political pers-
pective is more comprehensive to take into account the human nature and polit-

ical nature of the organization.
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3.3. Ethical Perspective of Non-Market Strategy

If the rational perspective and political perspective are the description and
guidance of non-market strategy, then the ethical perspective focuses on the
evaluation and reflection of non-market behavior. Ethical perspective assumes
that enterprises and society are mutually integrated and indivisible. Enterprise is
the engine to promote the progress of modern society and the main creator of
social value. The survival of an enterprise depends on the support of the society,
and the public has the right to hope or expect the behavior of the enterprise.
Therefore, ethical believes the mission of the enterprise is not limited to promote
the circulation of commodities or to make profit for shareholders. In fact, the
enterprises cannot shirk responsibility for social progress [17] [18]. The code of
enterprise is not to minimize the negative impact on society, but to maximize
social progress.

Whether the theory of stakeholders is based on the theory of business ethics
or not, from the empirical literature, the meaning and connotation of ethical
perspective emphasizes the survey of the enterprise from the ethical perspective
of non-market behavior, the scope of the study concerning environmental pro-
tection, community relations, labor safety and health issues, supplier and cus-
tomer relationships, stakeholder management and many other issues. Cpeland &
Waddock discussed the problem of enterprise moral deficiency. To solve this
problem, Rose conducted an experimental study for senior directors from top
200 enterprises of Fortune Magazine [19]. It is found that the guiding principle
of the board of directors is the current company law (the company law empha-
sizes the maximization of shareholders’ interests), rather than the individual
moral or social responsibility. In the case of the current company law does not
make major adjustments, ethics education cannot cure the moral anomie beha-
vior.

From these empirical studies, it is clearly that “morality”, “fairness”, “justice”
and “social responsibility” are the key words from the ethical perspective. Fur-
thermore, these key words show that the ethical perspective gives a new orienta-
tion for the relationship between enterprises and social relations. Ethical pers-
pective is not only limited to the description and induction of the current situa-
tion of enterprises, but also advocates standardizing non-market behavior of en-
terprises on the basis of moral judgment. Compared with the former two pers-
pectives, the ethical perspective emphasizes the spirit of humanism and symbolic
meaning in non-market behavior, and less involves in organization's rationality

and political nature.

4. Conclusion and Discussion

4.1. Conclusion

We start from the theoretical background of non-market strategy, try to excavate
the theoretical perspective from the current literatures. Focusing on the two is-
sues of “the nature of enterprise” and “the essence of non-market strategy”, we

find that the existing non-market strategy research is based on the rational, po-
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litical and ethical perspective and different perspectives focus differently on the
theoretical basis, basic assumptions and research topics (Table 2). Among them,
the rational perspective is a normative research, focusing on the development of
non-market strategy and its impact on economic performance; political perspec-
tive is a descriptive study, emphasizing the balance of power between the enter-
prise and its stakeholders; ethical perspective is to judge the behavior of enter-
prises, focusing on exploring the moral connotation behind non-market strate-
gy. As Bolman and Deal said, the theoretical perspective is a triple prism for
scholars to study enterprises’ behavior; the different perspective of refraction is a
different side of the enterprise reality. From this perspective, the classification
method which proposed in this paper is only a relative sense of distinction, ra-

ther than the quite distinction from each other.

4.2. Discussion

From the purpose and significance of the study, we hope that this paper can
provide some contribution and innovation from the following three aspects.
Firstly, a non-market strategy is a concept with rich connotation, complicated
theoretical background and different forms of non-market means which make it
difficult for researchers to get a glimpse of the nature of non-market behavior.
Moreover, from the literatures of the past ten years, the rational, political and
ethical perspective has made considerable progress in the respective theoretical

framework, but there is still a lack of integration and complementarity between

Table 2. Three theoretical perspectives of non-market strategy.

Theoretical
) Theoretical basis Basic assumption Research topic
perspective
. The enterprise is the Focus on the relationship between the enterprise and public
Transaction cost theory; . R . . .
L rational organization to policy; to seek the optimal solution of the non-market areas:
institutional theory; resource . . .
pursue the maximization what factors affect the formulation and application of
. dependence theory; K K .
Rational . of economic benefits, non-market strategy? What specific enterprise should
i principal-agent theory; .
perspective ame theory: resource and the non-market adopt non-market strategy to win the best performance?
5 u . e Lo . e .
& R4 strategy is the competitive Enterprise is a rational organization to pursue maximum
base model; SWOT model; X . .
means for enterprises to economic benefits; non-market strategy is the
five forces model . . . . o
achieve their goals competition means for enterprise to achieve its goal
The enterprise is the
ame place of different
Resource dependence theory; g' P To explore the power relationship between the enterprise
. i interest groups; non . .
Political stakeholder theory; social . and its stakeholders, and to emphasize the balance
i . market strategy is the R i R
perspective  network theory; conflict theory; . . between different interest groups: how to manage their stake-
. interaction between . - .
game theory; bargaining theory; . holders and how to influence the decision making?
the enterprise and
its stakeholders
Enterprises should take the Pay attention to corporate social responsibility;
responsibility of creating emphasizing the moral connotation from the
Ethical Stakeholder theory; social value; non-market perspective of ethics to judge non-market behavior:
perspective business ethics theory strategy should be the Is it the enterprise has the interests of all stakeholders?

embodiment of enterprise’s
social responsibility

Is it to assume full responsibility? Is it
non-market behavior contrary to business ethics?

Source: according to relevant literature.
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the different perspectives. Therefore, the three perspective classifications not
only combine and induct the existing literature but also become the starting
point for the integration of different theoretical schools. Besides, from the em-
pirical point of view, the nature of the non-market strategy determines that the
theme of the research depends heavily on the cultural background and institu-
tional environment. However, from the existing literature, the majority of em-
pirical conclusions in the field of non-market strategy come from European and
American enterprises, so the extent which the existing research results are ap-
plicable to Chinese enterprises remains to be defined. For this reason, we focus
on the theoretical perspective of the literature, rather than the specific measures
of non-market strategy.

In this paper, there are still some problems that have not yet been solved. For
example, how to verify the effectiveness of non-market strategy and the prob-
lems of the same enterprise development during different stages about
non-market behavior changes with time and other issues. These limitations of
the paper should be discussed for further research.

Finally, we hope that the theoretical perspective can help Chinese managers
understand the ins and outs of non-market behavior from a deeper level and
discuss the applicability of European and American enterprises' practical expe-
rience to Chinese enterprises. As a result, it can provide practical guidance for
non-market activities of Chinese enterprises during the specific period of Chi-

, .
na's transition.
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