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ccording to the World Bank, by the year 2025, China and India together will

produce tewnty-five percent of the world’s GNP. Twelve percent will come from the

tiger, China, and thirteen percent from the elephant, India. It is predicted that in
this same year, the GNP of the United States will be twenty-four percent, the first time
since 1881 that the U.S. will fall from its leading position (Wealth and Democracy, Kevin
Phillips, 2002.) Companies around the world, large and small, are seeking to profit from
the rising economic potential of Asia.

Caution: courting the tiger is a formidable challenge for North
American businesses. And, the absence of appropriate cultural
skills will result in negative consequences and/or lost
opportunities.

An important fact to remember is that China is one of the oldest
continuing civilizations on the earth, dating back more than 5000
years. The United States has barely seen its 225th birthday. No
wonder the Chinese are extraordinarily patient, while Westerners
want everything done yesterday. This explains the ability of the
Chinese to wait and “wear us down,” while we lose patience and
give in too quickly. A good example of the Chinese perception of
patience comes from the book, Chinese Ancient Fables, Foreign
Languages Press, Beijing, 1981:

A man was going to take up an official post. A close friend came to
see him off. “One thing you need to remember when you become
an official,” he said, “is that you must always remain patient.” The
man replied that he would. His friend then repeated his advice three
times, and three times the man nodded in assent. When for the
fourth time his friend repeated his counsel, the man became angry
and said, "Do you take me for an idiot? Why do you repeat such a
simple thing over and over again?” His friend sighed, "It is not easy
to be patient, see! I have only said that a few times, and here you
are already impatient.”

Stories by Xue Tao

Core values embedded throughout modern Chinese culture include: respect for hierarchy;
building relationships through guanxi (connections, reciprocal obligations); group-
orientation; and mianzi (face) and harmony. In contrast, North Americans strive for
equality, promote individual accomplishments, focus on tasks over relationships, and
welcome direct communication. How can we manage to succeed in our business
deliberations with China when we have such dramatically different world views? We can
begin by taking a closer look at Chinese values and their impact on behaviors.
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Hierarchy

The basic structure of superior/subordinate relationships is derived from Confucian
principles whereby the younger son deferred to the elder son, the son to the father,
the wife to the husband, and the subject to the Emperor. Hierarchy continues to
influence many aspects of business practices today. Seating arrangements in
meetings or banquets require that the most influential people are seated farthest from
the door, and the top ranking dignitaries face the door. Decision-making is top-down,
which brings notoriously long delays from bureaucratic institutions. A person in a
subordinate position will not speak for the group or take initiative without following the
proper protocol.

Tips: Prior to initial face-to face meetings with the Chinese, obtain a list of attendees
and their ranks. Usually their names will be listed in order of importance, the most
powerful person on top. Any key information must be delivered first to the senior
member of the group. Provide the Chinese with an advance list of the names and
rankings of your team, also itemized by seniority. An organization chart can be
confusing to the Chinese, especially if it shows dotted-line relationships where
authority is too ambiguous. To cut through bureaucratic excesses, which are
prevalent in hierarchical cultures, utilize the practice of guanxi.

Guanxi

The exchange of influence and favors through cultivated networks is the lubricant of
Chinese society. From gaining access to certain goods and services to resolving
bureaucratic aggravation, guanxi relationships consist of a series of ongoing and
mutually beneficial exchanges. These obligation networks are common throughout all
levels of society in dealing with tradesmen, work colleagues, local officials, family
members, schoolmates and friends, and acquaintances from other cultures.

Tips: North Americans will benefit from seeking the advice of a Chinese cultural
informant before exchanging favors to ensure a balanced level of reciprocity. It can
be difficult for Westerners to determine how much or how little a certain favor is
worth. Responding with a very expensive gift could put the Chinese recipient in an
uncomfortable situation if they are unable to return an offering of similar worth. In
contrast, presenting them with too little may be insulting. Although Guanxi is not to
be confused with bribery, (as defined by specific company or country codes of
conduct,) proceed cautiously when considering sizeable gifts.

Group-Orientation

The collectivist nature of the Chinese people places the welfare of the group before
that of the individual. The group is responsible for the well-being of its members and
is expected to distribute the rewards fairly. In return, people remain loyal to and
derive their position and status from the group. Nowadays the increasing competition
for talent, along with greater opportunities to work for Western businesses, has
resulted in “job-hopping,” a break from the collectivist tradition of loyalty.
Consequently, Western businesses have had to develop creative incentive programs to
retain talent. In another move toward individualism, the Chinese government recently
instituted an attractive venture capital fund for entrepreneurs to promote the return
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from abroad of their “best and brightest” in order to help them take advantage of the
“Chinese gold rush,” Wall Street Journal, March 6, 2001, page 1. These changing (and
sometimes contradictory) patterns of behavior are inevitable with modernization.
Before proceeding with new business initiatives in China, it is ever more essential to
take time to learn about the Chinese people and to acquire the necessary skills for
decoding and resolving different types of cultural challenges.

Tips: Traditional Western legal practices, such as copyright laws and patents, are
often construed with difficulty in China. The collective mindset makes it problematic
for the Chinese to grasp certain foreign regulations and the reasoning behind them.
They believe that it is natural for whatever is deemed good and useful to be shared
with the group. Also, as collectivists, the Chinese do not place a high value on
physical privacy or personal space. However, emotional privacy is sacred to the
Chinese, and refraining from emotional responses is a desirable achievement. They
find it easy to read emotions on North Americans’ faces, which gives them an
advantage during negotiation sessions.

Mianzi: Face and Harmony

It stands to reason that in collectivist cultures a high value is placed on harmony.
Therefore saving face, and giving face are intuitive to the Chinese, and losing face is
to be avoided at all costs. Recall the incident two years ago when an American
reconnaissance plane was accidentally buzzed by a Chinese fighter jet over
international waters off the coast of China. As a result the Chinese pilot died, and the
American plane made an emergency landing on Hainan Island. The failure of the U.S.
to admit its part in the accident created an eleven-day impasse, with China refusing to
lose face on a global scale. Finally, a carefully worded message was crafted by U.S.
Ambassador to China Joseph Prueher to Chinese Foreign Minister Tang Jiaxuan, which
gave face to China and led to the release of the U.S. crew:

Both President Bush and Secretary of State Powell have expressed
their sincere regret over your missing pilot and aircraft. Please
convey to the Chinese people and to the family of pilot Wang Wei
that we are very sorry for their loss. Although the full picture of
what transpired is still unclear, according to our information, our
severely crippled aircraft made an emergency landing after following
international emergency procedures. We are very sorry the entering
of China's airspace and the landing did not have verbal clearance,
but very pleased the crew landed safely. We appreciate China's
efforts to see to the well-being of our crew.

Online NewsHour Report, 4/11/01

Tips: North Americans prefer “telling it like it is” and are unaccustomed to reading
cues from indirect cultures where face and harmony are the first order of business.
For example, when a Chinese response is: “basically, no problem,” there actually could
be a very big problem. Or, signing the contract after months of negotiations might not
conclude of the deal. The Chinese could insist on initiating further negotiations.
Westerners may construe these behaviors as dishonest, evasive or contradictory,
when in fact they are customary ways of maintaining harmony and face. It is best to
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avoid situations where the Chinese are forced to respond to an “either/or” scenario, or
are pressured to make a quick decision.

The Chinese tiger is eager to expand its economic strength and has made great strides
over the past decade by increasing the opportunities for foreign business investment.
China also recognizes and respects the influence of Western business traditions.
Nevertheless, the wisest course of action for North Americans is to learn as much as
possible about the Chinese, their unique cultural traditions and business practices, before
investing in China. Ultimately, it is hoped that each country will benefit from the other’s
strengths, as illustrated by the following excerpt from Chinese Ancient Fables:

A certain country was invaded by its enemy. When a lame man
there told a blind man of this, the blind man carried the lame one on
his back and they escaped together. They did this by making use of
each other’s strong point.

Huai Nan Zi
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