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ABSTRACT: What is the relationship between Strategic Planning and Company Performances in Chinese
companies? Is there a correlation between Company Performance and the Strategies adopted by these
companies, using the Miles and Snow model for Aggressiveness Strategies? And is it possible to say something
more about what kind of Strategic Planning gives better Company Performances? We wanted to separate here
between the Planning which is related to what is called Competitive Intelligence and other activities related to
Planning. The Idea was to be able to say something about the importance of Competitive Intelligence. We also
wanted to use more extensive statistical analysis with more variables in light of the criticisms that has been
raised about the methodology of previous studies. We found that better planning had a positive effect on a
number of key business performance measures. We found that there was indeed a distinction between the
different strategies selected and Company Performance. The strategy type named Reactors performed
systematically less well than companies who choose one of the other strategies. Moreover we found that there
were differences between different planning activities and Company Performance and that activities related to
Competitive Intelligence were on the average more important for Company Performance than other Planning
activities.
KEYWORDS: Strategic Planning, Company Performances, Competitive Intelligence

1 Introduction
There are seemingly no ends of studies on Strategic
Planning and Company Analysis. Why then another
one? For one thing the problem has not been solved
satisfactory yet. Previous studies have shown quite
different results and their methodologies have been

seriously questioned. Besides that all studies are to
our knowledge on Western companies. We wanted
to see the effects on Chinese companies to be able
to make some sort of comparison. We also wanted
to focus on a special type of Long Range planning,
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namely the Competitive Intelligence (CI) function.
Is the CI function more important for Company
Performance than other types of Strategic Planning?
Furthermore, is it possible to see what kind of
strategies companies that perform better have
chosen? To find out we needed to select a well
acknowledged Strategic model and test it against
the correlation between Strategic Planning and
Company Performance. This would already imply
a more advanced statistical analysis. Much criticism
has been directed to the methodology of these
studies. We found that the number of variables
tested in previous studies were quite limited in
numbers. This is an issue because Company
Performance, but first of all Strategic Planning
encompasses such a wide range of activities. The
variables testing Company Performance are less
controversial and often the same in different
studies; sales growth, return on capital, cost of
production, quality of products, innovativeness,
profits etc. The variables used for Strategic

Planning are not only potentially more numerous
and therefore less obvious, but often not shown in
the actual studies. The multiple regression analysis
tables are often just summaries of the actual
research where strategic planning is reduced to one
variable. If the reader of these studies is to be
critical he or she needs to see all of the calculations
however cumbersome, so we added appendixes AG.
Brody has shown that there is often a
misconception as to what exactly CI is. CI is the
practice of defining, gathering, analyzing and
distributing need-to-know information to the
organization’s decision makers. As such it is a vital
part of Strategic Planning. Even though its process
is simple, following the so called Intelligence
Cycle, each stage in the cycle is relatively complex.
This means that any study that wants to capture its
significance needs to test a large number of
different variables. The logic for the study can be
expressed as follows:

Strategic

Competive

Successful

Types

Intelligence

Performance

Figure 1: A model for including Competitive Intelligence in the study of the correlation between Strategy Types
and Successful Performance
Each company chooses or can be defined according
to at least one strategy. After all, if the company
does not have a strategy that can be defined as a
strategy too. The chosen strategy again defines the
company’s competitive intelligence activities,
explicitly or implicitly, along the same logic. The
result of these activities will again and to a large
extent define the relative success of the company,
or its performance.

Is there reason to believe that Chinese firms should
be different, or that the dynamic Chinese business
environment might call for different approaches?
Or do Chinese companies react and function in
much the same way as Western companies when it
comes to Strategic Planning and Company
Performance? These were the questions and
considerations which started this research.

2 Literature review
There is much empirical research on Planning and
Performance in general, but no major research on
CI and performance. Tianjiao (2008) looks at the
effects of proactive scanning on performance.
Others have studied the reverse relationship, how
CI is a precedent to marketing strategy formulation
(Dishman and Calof, 2008).

In the general literature it is a problem that results
from research performed on Strategic Planning and
Company Performance differs greatly, even over
time, and so much that it has spurred a debate about
the rigor and value of different methods used in
these studies (e.g. Ruud, Greenley, Beatson and
Lings 2008). Along this line, Rhyme (1986), Miller
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and Cradinal (1994), Brews and Hunt (1999),
Andersen (2000), Delmar and Share (2003) have
found a positive association between planning and
performance. Shrader et al. (1984) and Pearce et al.
(1987) found that there is no such relationship.
Falshaw, Glaister and Tatoglu (2006) found there
was no such relationship among UK companies.
Boyd (1991), Greenley (1994) and Hahn and
Powers ( 1999) has shown how this has hindered
the progress of research for this problem. Schwenk
and Shrader (1993), Leilich (1993) and Leilich and
Marcus (2006) have suggested that other factors
will impact on the relationship between strategic
planning and performance.
Strategic Planning is an old topic of interest in
Management Science. Early research on strategic
planning has been carried out by Steiner (1963,
1979), Learned et al. (1965), Ansoff (1965), Steiner
and Cannon (1966), Ackoff (1970), Mintzberg
(1979), Ansoff et al. (1976), Armstrong (1982),
Pearce et al. (1987), Ansoff (1991), Miller &
Cardinal (1994), Mintzberg and Lampel (1999) and
Falshaw and Tatoglu, (2006). The findings of this
research have also been inconclusive, as suggested
by the book by Mintzberg “The Rise and Fall of
Strategic Planning” (1994). Again critique has been
raised against the rigor in the methodology used
(Greenley, 1986 and 1994). Greenley (1994) found
that a number of differences were found among the
methodologies of the studies so that each study is
deemed limited. Consequently, the results cannot be
legitimately combined, and it cannot be concluded
that an association is evident (Greenley, 1994).
Mintzberg has also described other problems areas;

the adhoc way of forming strategy in state
departments (1985), and the difficulties that
Strategy imposes on Entrepreneurial firms (1982).
The idea of trying to identify a finite number of
important strategic choices for any organization
starts with Chandler (1962) and Child (1972). A
major contribution is made by Miles and Snow
(1978), who develop the theory of Strategic
Equifinality, the idea that within a particular
industry or environment there are a finite number of
ways to succeed. This research again inspired
Porter’s (1980) generic strategies, of cost
leadership, differentialization and focus, developed
further in Porter (1987). Since then research on
Miles and Snow (1978) have been carried out by
Hambrick (1983 & 2003), Jenster (1985), McDaniel
and Kolari (1987), Ruekert and Walker (1987),
McKee, Varadarajan, and Pride (1989), Conant,
Mokwa, and Varadarajan, (1990), Shorel and Zajac
(1990), Matsuno & Mentzer (2000), Desarbo,
Benedetto, Song and Sinha, (2004) AragonSanchez & Sanchez-Marin (2005), and Pleshko &
Nickerson, (2006). Parnell & Wright (1993)
confirm earlier results where Reactors are
outperformed by Prospectors, Analyzers and
Defenders. Prospectors tend to have more market
research competence, key personal involvement,
innovativeness also greater implementation
planning (Veliyath & Shortell, 1993). Others have
claimed that Prospectors outperform other types in
dynamic markets (Shorel and Zajac, 1990).
Hambrick (1981), Segev (1987) and James and
Hatten (1995) have confirmed the value of the
Miles and Snow Typology.

3 The empirical study
To simplify all the different strategy types possible
then we used the above discussed model presented
by Miles and Snow. It describes four main types of

strategies; Defenders (A), Prospectors (), Analyzers
(C) and Reactors (D). They are explained in more
detail below.
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Figure 2: The Miles and Snow (1978) model for Aggressive Strategies in Business
To be able to test Chinese companies per se we
selected a wide variety of different companies; joint

ventures, privately owned, state owned etc.

Category

Frequency

Percent

Joint-venture

21

8.7

Private-Owned Enterprise

69

28.6

Shareholding

53

22

State Owned Enterprises

27

11.2

Wholly Foreign-owned

67

27.8

Others

4

1.7

Sum

241

100%

Table 1: Types of companies included in the study
We also made sure that we had companies representing all of the four different strategy types.
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Type

Frequency

Percent

A

61

25.3

B

45

18.7

C

90

37.3

D

44

18.3

Undefined

1

0,6

Sum

240

100%

Table 2: Number of companies across the different strategy types
Next we set up a number of hypotheses or questions
to be answered. The first was to confirm or reject
previous research in the field by repeating the
standard hypothesis used in other studies on
Strategic Planning and Company Performance. The
only difference would be that our general
hypothesis tested for Chinese companies operating
in china, not for Western companies.
H1. There is a strong, positive correlation
between the level of formal strategic planning
and the degree of satisfaction of performance
We then wanted to find out whether or not
Companies perform differently depending on their
different Aggressiveness strategies. The limited
strategies selected are those of Miles and Snow
(1978); divided into Reactors (no proactive
strategy), Prospectors, (have programs to expand
into new markets and stimulate new opportunities),
Analyzers (are in between the defender and
prospector), and Defenders (maintain a secure and
relatively stable market). These strategies were
tested across 13 selected Performance criteria.
H2. Companies perform differently depending
on their different Aggressiveness strategies.
More importantly we wanted to see if certain
planning practices have a more significant effect on
the performance model. It would be possible to see
this directly by comparing the results from the
statistic analysis.

H3. Certain planning practices have a more
significant effect on the performance model
In a continuation of this we wanted to be able to say
something about the correlation of those planning
practices which may be defined as a Competitive
Intelligence. To distinguish CI planning practices
from other activities we divided all our questions
into three types, X, XX and 0. Where O means
there is no special relationship with CI activities, X
means there is a relationship and XX means there is
a strong relationship. These assessments were made
based on the definition of what CI is. Based on our
findings we would be able to answer the next
hypotheses:
H4. Competitive Intelligence practices have a
significant effect on performance.
At the end we also wanted to be able to say
something about the importance of Competitive
Intelligence practices as opposed to other strategic
planning processes or variables.
H5. Competitive Intelligence practices have a
higher significant effect on performance than
other planning activities
Our hypotheses were subjected to an empirical
investigation. 241 valid questionnaires were
collected among students attending an MBA
executive program representing Chinese medium
and large size companies. The 13 performance
criteria were selected (Appendix A). 33 questions
were asked on Strategic Planning (Appendix B).
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Two questions were later redrawn on suspicions of
misunderstanding on the part of the subjects. A
Likert Scale from 1-7 was used to indicate the
degree of response, where 1 was very poor and 7
very good. The questions were asked about their
recent experience as to avoid any differences in
what experiences were measured and to make sure
the experience was up to date. This was particularly
important in our case as the Chinese companies
have gone through and are going through periods of
great change, also in terms of strategic planning and
company performance. The companies were largely

from the major industrial areas of China but spread
about the whole country. The actual interviews
were done in the form of questionnaires in
connections with lectures. To obtain the maximum
of objectivity in the answers all participants were
able to answer anonymously. The questionnaires
were pretested by 25 students or about 10% of the
actual sample. This allowed for some alterations of
the actual questions. A t-test was performed to
assess whether the means of two groups
performance and strategy types were statistically
different from each other.

4 Results and Analysis
Overall response rate was 100%. The sample was
tested for non-response biases and differences
between those who had returned the questionnaire

early and those who were late. No significant
difference was found. The results across the four
strategy types for the 13 measures used were as
follows:

By performance

Table 3: Average Score
We see that D type has the lowest average score of
all the performance criteria (except k-Social
responsibility). Does that mean D type of
companies have lower performance than the other
three types of companies? To find out more precise
we did a T-Test. For the t-test, if the p-value
associated with the t-test is small (usually set at p <
0.05), there is evidence that the mean is different
from the hypothesized value (which is set to be 0).

If the p-value associated with the t-test is not small
(p > 0.05), then the null hypothesis is not rejected,
and we can conclude that the mean is not different
from the hypothesized value. We’re run pair wise ttest between the four types: A vs. B, A vs. C, A vs.
D, B vs. C, B vs. D, C vs. D, on each of the 13
performance criteria: a-m. The p-values showed
whether or not the four types are significantly
different
from
each
other.
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Table 4: The t-test
We found here that Type A and Type B have same
means on each of the 13 performance criteria. Type
B and Type C have same means on each of the 13
performance criteria. Type A and Type C have
same means on most of the 13 performance criteria,
except i- Ability to attract, develop and keep
talented manpower. Type A and Type D have same
means on performance criteria f-m. Type B and
Type D have same means on performance criteria
d-I, k, l. Type C and Type D have same means on
performance criteria f, g, i, k. Thus we conclude
that Type A, B and C do not have much difference
from each other on the 13 performance criteria.
More interestingly we conclude that Type D has a
difference from the other three types on the
performance criteria, which are lower than others.
Thus we confirm the second hypothesis:
H2. Companies perform differently depending
on their different Aggressiveness strategies.

Formula 1: The model

To solve the first hypothesis we use a Two -Way
Analysis of Variance, using General Linear Model
(GLM). GLM allows us to analyze categorical
variables as well as numerical variables in the same
model. In the model we use each performance
criterion (a-m) as the dependent variable, all the
planning practice (Q1-Q33) and Q36 (strategy types
A, B, C, D), as the independent variables to do
General Linear Model analysis. Then we find out if
the planning practice and different strategy types
both have an effect on the company performance.
The P value of the model shows if the model is
significantly valid. It also shows the significant
effect of the independent variables contributing to
the model.
As an example for the first Company Performance
criteria (Sales growth for the past 5 years) we get
the following formula:

In this case “a” is the dependent variable. Q1-Q33
& Q36 (A, B, C, D) are the independent variables.
We define the total effect of A, B, C and D, to see if
the different strategy types of the companies
matters in the company performances.
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Table 5: Factor ii Analysis
We list some key indicators of the analysis. Since
our sample is big, the R square will not be
significant. We mainly looked into the P value,
which shows the significant effect of the model and
the variables.
For the Model:
P<=0.05 – The effect of the model is valid.

P>0.05 – The effect of the model is NOT
significantly valid.
For the Variables:
P<=0.05 – The effect of the variable is significant
or the coefficient is not zero.
P>0.05 – The effect of the model variable is NOT
significant or it’s very probable that the coefficient
is zero.

Table 6: Performance a - Sales growth for the past 5 years.

Where:
Y means (P<=0.05) - The effect of the model
(variable) is significant
N means (P>0.05) - The effect of the model
(variable) is NOT significant
For a list of all the P values see Appendix C. A
conclusion from the statistical analysis is
summarized in Appendix D. Based on this we were
able to say identify among the dependable variables
which have a significant effect on the Performance

criteria. The overall Information of the analysis is
shown in Appendix E. The number of valid models
with Independent Q1-Q33 is shown in Appendix F.
We found here that most of the planning practices
have significant effect on the model except Q3, Q8,
Q10. This suggests that the fact that the planning is
provided by the president or CEO is not of vital
importance. This supports previous research that
the engagement of top management is not a
prerequisite for strategic planning. More surprising
is the results that the regularity of these activities is
not of importance. And its’ success does not seem

23
to depend on earmarked funds for strategic analysis
and planning. When we look at the Number of valid
independent variables Q1-Q33 (Appendix G), we
see that Q2, Q4, Q5, Q7, Q14, Q15-Q23, Q25-Q33
have more significant P values on the model. We
then conclude that:
H3. Certain planning practices have a more
significant effect on the performance model
The Hypothesis is accepted.
hypothesis:

For the fourth

H4. Competitive Intelligence practices have a
significant effect on performance.
We recall that Q16-20 got a XX mark for strongly
relevant to CI practices. So did Q26-28 and Q31.
The average score for these questions were
(10+11+13+12+12+12+9+11+12+9) 11,1. This
suggests that CI practices have a significant effect
on performance. The Hypothesis is accepted. For
the last hypothesis:
H5. Competitive Intelligence practices have a
higher significant effect on performance than
other planning activities
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Appendixes
a

Sales growth for the past 5 years

b

Average return of equity for the past 3 years

c

Ability to gain market share

d

Achieve low cost production

e

Quality of your management

f

Quality of your products or services

g

Innovationess/new products & services

h

Stability of profits

i

Ability to attract, develop and keep talented manpower

j

Record of avoiding major mistakes

k

Social responsibility

l

Productivity

m

How would your competitors rate your overall performance relative to the
rest of the industry

Appendix A: Performance Criteria
Question
Number

Questions asked

1

To what extent do top executives support a formal strategic business planning
process? (0-100% optimal)
To what extent is there a clear idea of this organization's strategy that was set some
time ago and has changed very little? (0-100% optimal)
To what extent is the strategy of your organization primarily provided by the
president/chief executive and a few of his executives? (0-100% optimal)
To what extent is your organization continually adapting by making appropriate
changes in its strategy based upon feedback from the marketplace (0-100%
optimal)
To what extent is there a set of clear and consistent values of this organization that
governs the way you do business? (0-100% optimal)
To what extent is long-term potential valued over short-term performance? (0100% optimal)
To what extent is the way you do things in this organization well suited to the
business you are in? (0-100% optimal)
To what extent is strategic dialogue a top priority activity, performed on a regular

2
3
4

5
6
7
8

Competitive
Intelligence
indicators
x
x
0
x

0
x
0
x
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9
10

11
12
13

basis, e.g., each year? (0-100% optimal)
To what extent does the president/chief executive of this organization insists on
placing his mark on virtually every major initiative? (0-100% optimal)
To what extent does the organization provide resources (managers' time, money,
staff support, etc.) earmarked specifically for strategic analysis & planning? (0100% optimal)
To what extent does the organization follow a defined set of procedures in its
strategic planning process? (0-100% optimal)
To what extent do all managers, whose work might be affected significantly by
strategic issues, participate in the planning process? (0-100% optimal)
To what extent does the organization have a written and well communicated
mission statement? (0-100% optimal)

0
x

x
x
0

14

To what extent are all managers and higher-level staff aware of the mission and
understand it? (0-100% optimal)

0

15

To what extent does the organization systematically measure actual performance
vs. goals? (0-100% optimal)

X

16

To what extent does the organization systematically gather and analyze data about
market and other external factors which affect the business? (0-100% optimal)
17
To what extent do managers evaluate the organization's performance and
operational characteristics systematically compared with those of competitors? (0100% optimal)
18
To what extent does the organization systematically assess the industry as a whole
in terms of new competitors and concepts, new technologies, procurement
practices, price trends, labor practices, etc.? (0-100% optimal)
19
To what extent does the organization have knowledge of and access to sources of
information about the industry, markets, and other external factors? (0-100%
optimal)
20
To what extent does systematic internal analysis identify key strengths and
weaknesses in the organization? (0-100% optimal)
21
To what extent does systematic internal analysis include profitability factor trends,
e.g., after- tax earnings, return on assets, cash flow? (0-100% optimal)
22
Question withdrawn as it may have been misunderstood
23
To what extent does systematic internal analysis include pricing strategy and its
effects on customer behavior? (0-100% optimal)
24
To what extent does systematic internal analysis include quality of customer
service and customer satisfaction/ loyalty/ defection data? (0-100% optimal)
25
To what extent does systematic internal analysis of the organization assess its
human resource development and management programs? (0-100% optimal)
26
To what extent does the organization's management information system provide
relatively easy access to the internal data discussed above? (0-100% optimal)
27
After completing its external and internal analyses, to what extent does the
organization review the mission and goals in light of the apparent threats/
opportunities and strengths/ weaknesses? (0-100% optimal)
28
To what extent does the organization make strategic decisions (implementation
action plans) based upon the strategic plan?
29
To what extent does the organization clearly assign lead responsibility for action
plan implementation to a person or, alternately, to a team? (0-100% optimal)
30
To what extent does the organization set clearly defined and measurable
performance standards for each plan element? (0-100% optimal)
31
To what extent does the organization develop an organized system for monitoring
how well those performance standards were met? (0-100% optimal)
32
To what extent are individuals responsible for strategic planning and
implementation rewarded for successful performance? (0-100% optimal)
33
Question withdrawn as it may have been misunderstood
Appendix B: Questions asked on strategic planning
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Appendix C: F values
Question
nr
a

Measure

Results

Sales growth for the past 5 years

b
c

Average return of equity for the past
3 years
Ability to gain market share

d

Achieve low cost production

A clear strategy and value, good internal and external
analysis, transparent responsibility among the organization
members and clear performance measurement will increase
the sales growth of the organization.
The strategy planning process seems to have no significant
effect on the sales growth.
(…) will increase the return of equity.
(…) no significant effect on the return of equity.
(…) will increase the ability to gain market share.
(…) no significant effect on the ability to gain market
share.
(…) will achieve low cost production.
(…) no significant effect on the achieve low cost
production.
Marketing and advertising can’t help the organization to
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e

Quality of your management

f

Quality of your products or services

g

Innovationess/new products &
services

H
I

Stability of profits
Ability to attract, develop and keep
talented manpower

J

Record of avoiding major mistakes

K

Social responsibility

L
m

Productivity
How would your competitors rate
your overall performance relative to
the rest of the industry

Appendix D: Conclusions from Statistical Analysis

achieve low cost production.
Different type of companies have significant difference on
achieving low cost production.
(…) will increase quality of your management.
Different type of companies have significant difference on
quality of management.
(…) will increase quality of your products or services.
Doing things well suited to the business, this factor do not
play significant effect on increasing the quality of your
products or services. This may give us a hint that all the
business follows the same principle.
(…) will enhance innovation.
Internal analysis does not have significant effect on
innovation.
Different type of companies have significant effect on
innovation.
(…) have significant effect on the stability of profits.
(…) have significant effect on the ability to attract, develop
and keep talented manpower.
A defined set of procedures in its strategic planning process,
knowing your customer those factors may have no
significant effect on your ability to attract, develop and keep
talented manpower.
(…) have significant effect on avoiding major mistakes.
Top executives’ strategy decision may have no effect on
avoiding major mistakes.
(…) have significant effect on social responsibility.
Different type of companies have no significant difference
on social responsibility.
(…) will increase productivity.
(…) will affect how would your competitors rate your
overall performance relative to the rest of the industry.
The strategy planning process may have no significant
effect on how would your competitors rate your overall
performance relative to the rest of the industry.
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Appendix E: Summary of Depended and Independent variable results

Appendix F: The No. of valid model
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Appendix G: The No. of valid independent variable Q1-Q33 that has significant effect on the models.

.

