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       Introduction

As of last year, China finally re-joined the WTO, symbolizing another turning point of its trading and business importance in the world. With the advantages of its low labor cost, fast developing market economy, favorable investment environment and abundant human resources, China attracts more and more capital inflows and is expected to be ‘The World’s Factory’ in the next decade. The name of China, in a sense, implies the endless chances of making profit and expanding business. The western countries, as developed industrial ones with relatively saturated markets, should no doubt grasp this unprecedented chance in China in order to win today’s business game of globalization.

However, the cultural differences between China and western countries are what the east and the west. They hold distinctively different mentalities, historical and traditional backgrounds, and business practices, which turns out to be the biggest obstacle in their cooperation. Sometimes western managers find it very difficult or impossible to do business with Chinese people, which might cause great losses to their enterprises. As most western companies operates in China in terms of western-Sino joint-ventures, the book Management in China edited by Roger Strange mainly aims to highlight the potential problems western companies might come across and to help them to tackle business obstacles when dealing with Chinese government and their joint-venture counterparts. Western managers can find this book valuable and helpful for doing business in China because it is based on actual business practices that western business people experienced in China and covers a wide range of far-reaching and practical issues. In the book, the following 5 steps are discussed in the sequence of setting up a joint-venture and running it.

1. Entry of Business

At the stage of entry into a business with Chinese enterprises, western companies need to pay more attention to government regulations. The entry of business is considered relatively more complicated than the other open markets because of China’s unique ‘socialist market economy with Chinese characteristics’, which is, in our intercultural communication point of view, the more personal-oriented business relationship compared with western countries.  In practice, as is pointed out by Strange (1997), with its current constitution (one party dictatorship) and legal regime (lack of transparency), the government will maintain its approach of central planning, intervention and monopoly over certain strategic sectors of the economy and even market protection. As people play a more important role in business practices rather than pre-decided regulations, in addition to a far-reaching investigation into Chinese government regulations, western companies need to note the importance of guan xi (personal connection) with government officials in Chinese business practices. Thus a good relationship with the government officials is highly recommended to western managers, which might strongly influence the successful establishment of new business ventures. 

2. Partner Selection

Western companies need to pay attention to what the Chinese counterpart could contribute to the business. As is suggested by Strange(1997), the Chinese partners should possess such skills or characteristics including good relationship with the host government and financial institutions, the ability to negotiate with them, knowledge of the domestic market and environment, sufficient network of suppliers and customers, and contacts with labor union and other party or non-party organizations. In such a relationship oriented society as China, relationships with all these parties may greatly influence the success of the business. In addition, as the Chinese mentality is characterized as high uncertainty avoidance, western companies need to prepare and present themselves well to attract the ideal Chinese partners. 

3. Negotiation

Once a venture partner has been chosen, the next step is negotiation, which is the first encounter of the two distinctively different cultures. The negotiation may be a great success, provided that both of the two parties are aware of their cultural differences, good at intercultural negotiation skills and genuinely respect the other party’s styles of doing business; it might be a total failure, if even one of the two parties are blind of cultural differences, stubborn and stiff toward its own attitudes, and impolite to others. As Strange (1997) has put it, ‘though complex, difficult and painful (that is, tough and time-consuming), negotiations are unavoidable as part of the process of establishing ventures in China.’ The most efficient way-out to achieve a successful and mutual benefiting negotiation is to fully understand the Chinese culture, mentality and business practices. 

First of all, Chinese culture is a high-context culture where sometimes a ‘yes’ doesn’t mean ‘yes’. People never disagree with others face to face in order to show their respect and only express what they mean in the context of their talks in a zigzagging way. This is particularly difficult for the direct and to-the-point western managers, who are often totally confused by their Chinese business partners. They need, in order to deal with their Chinese counterparts well, to be extremely patient, learn to ‘wait and see’ what will happen next and try to interpret what the Chinese really mean between the lines of their talks. However, as Chinese businessmen tend to be neutral in doing business, western managers find them professional, trustable and easy to get along with in negotiating. 

Second, Chinese culture is a high-hierarchy culture where age and authority is respected instead of the ability and expertise. In the Chinese negotiation group, the ‘big’ boss may have no knowledge about the contract or the technical knowledge of the project. However, if he is ignored or disrespected by western team, he will feel insulted, which might cause the whole negotiation into a halt. The western negotiation team, in such a situation, need to first identify the leader of the Chinese team (often the eldest male), and often consult his opinion to show their respect. Furthermore, the Chinese culture is a collectivism culture, in which individuals are considered inferior to the group and only the benefits and well-being of the whole group count.  As a result, the western team should not consult any individual of the Chinese group, but should concentrate on getting the collective opinion.                                                                         

Third, the Chinese culture is a poly-chronic and relationship-oriented culture. The process of negotiation will surely be time consuming, due to various kinds of interruption and absence of the top leaders. At the same time, western managers might find themselves spending long time in having lunch, having sightseeing and entertainment arranged by their Chinese partners. At these times, they need to appreciate the hospitability of their business partners, respect their way of doing business (building up connections first), and when they are really stuck in an urgent situation, remind their Chinese partners to get down to business in a polite way.

Bearing these points in mind, western managers may find it is understandable of their Chinese counterparts to negotiate in this different way and it is easier to do business with them. In addition to the points mentioned, Strange also suggested business like attitude (an attitude which facilitates continuing negotiations and is characterized by friendliness, frankness and fairness) and good interpretation (presence of excellent translation skills, usually one or more people who understand both Chinese and western cultures and negotiation goal) to optimize the outcome of the negotiation.  

4. Corporate Governance and Human Resource Management

After the negotiation, the two parties merged into one and start to work as a team. However, a lot of disputes, disagreement and problems need to be solved before they could really work as a team to benefit from the group synergy. Most Chinese joint-ventures adapt the western way of management and find it workable with Chinese workforce. However, as China has a more complicated business background, attentions still need to be paid to some aspects. 

Strange points out that trade unions still possess substantial power whose representatives has the right to attend board meetings in order to air worker’s opinions. Thus, western managers always need to maintain a good relationship with the trade unions to keep the Chinese partners satisfied and workers highly-motivated. In addition, as the Chinese culture is characterized as particularism, in contrast to universalism of western culture, western managers find it difficult to carry out HRM programs and have conflicts with their Chinese partners. Chinese managers tend to ignore pre-agreed rules and regulations while deal with different situations according to their own judgment. For example, when two people make the same mistake, they fire one but keep the other, asserting that the latter should be forgiven due to his long time contribution to the group. Strange suggests that when disputes take place, western managers need to be less assertive, more flexible and friendly, leaving space for concession for both parties. 

5. Marketing

Although China’s market is large, it operates in a different way from the totally free western market. As is pointed out by Strange (1997), western companies face three major challenges: how to obtain information about potential orders in China; how to influence the Chinese decision-makers so as to win business deals; and how to handle the implementation of the orders that they receive in China. As is known that guan xi seems to be the lifeblood of the Chinese business community because in Chinese culture, one can negotiate more efficiently when there is enough trust between the parties. However, guan xi is not a panacea for overcoming all the problems with enterprises in China. McGuinness et al. suggests in the book that as the final users of products now tend to be actively involved in the purchasing process, the most important factors in winning sales in China are product quality, promotional effort and quality of service while price-cutting and special offers do not appear to be the best way to influence consumers. In addition, the Chinese concept of ‘face’ encourages them to buy products with a well-known brand name or reputation. When buying the best product comes in conflict with the desire for business friendship (guan xi), they choose the former.

        Conclusion

As is discussed above, western companies will be encountered with difficulties caused by cultural factors in every step when setting up and running western-Sino companies in China.  However, the Chinese culture is not a myth and can be tackled provided that western managers are culturally aware and respectful. The book Management in China provides sufficient and valuable experiences to show western managers the real picture of Chinese business. As China is becoming more and more important in the international trade, western managers need to equip themselves with such knowledge to create intercultural team synergy, achieve mutual benefit and to make profit in this huge market. The book Management in China would be more valuable, however, if the editor put more effort to organize cases and arguments through an intercultural communication point of view. 
Bibliography

Adler, Nancy J. (2002). International Dimensions of Organizational Behavior. United States                                  of America: South-Western, Thomson Learning.

Hale, Nikola. Handouts for Managing Cultural Diversity.

Hale, Nikola. Handouts for Intercultural Communication. 

Stranger, Roger (1998). Management in China: the experience of foreign business. Great                           Britain: Frank Cass Publishers.


- 1 -


