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Doing business with China and the 
Chinese people: a conversation on 
cultural challenges, part 2
By Chang Wang and Joe Pearman, contributors

Editor’s note: 
 This is the second part of the three-part conversation on doing business with 
mainland China (excluding Hong Kong, Macau and Taiwan) and the Han Chinese 
living within mainland China, describing some of the ins and outs of interacting 
with Chinese individuals or firms in the contexts of cross-border communications 
and negotiations.  Through this conversation, the authors hope to help the business 
community become aware of the miscommunication that stems from the “parallel 
universes” the American and the Chinese inhabit, to expose the hidden rationales 
underscoring the official narratives of Chinese history, and to reveal cultural and 
linguistic misunderstandings that frequently occur during the process of finding 
“common ground.” 
 Last month, the authors discussed the “Parallel Universes” and how that 
clouds cultural behavior and perception.  Watch for the third part of the article in 
next month’s issue.

They eat puppies, don’t they?

      Pearman: When some Americans 
talk about the Chinese, their attitude is 
close to “they eat puppies, don’t they?”  
That actually is the title of a political sat-
ire about the U.S.-China relationship by 
Christopher Buckley, and it does a great 
job of expressing ignorance combined 
with mild, slightly disgusted apprehen-
sion.

 Wang: The novel is very entertaining 
and I highly recommend it.  I can share 
with you several occasions I witnessed, 
where the communication broke down, 
the message was lost, and the intents mis-
interpreted, largely due to the difficulty of 
cultural translation.  For instance, once I 
was at an occasion where a Chinese judge 
hosted an American judge at a banquet.  
The final course was soup - dog soup!  
The American judge was appalled, but 
finally tasted it, reluctantly of course.  
Afterwards, he confided to me that he was 
sure it was his Chinese host testing his 
commitment to working with the Chinese.  
If he didn’t drink the soup, this American 
judge thought, the Chinese judge would 
have concluded the American was not 
serious about collaboration. 
      I had to tell the judge that it was defi-
nitely not a test.  Dog soup is very pop-
ular, sadly, in the Chinese judge’s home 
province of Guizhou; the man was simply 
serving him a local delicacy and trying to 
please the American dignitary!  
      This rather grotesque incident under-
lines another one of the cultural challeng-
es in doing business with China and the 
Chinese: the Americans’ prejudice and 
stereotypes about the Chinese.  Make no 
mistake, I don’t eat puppies and I con-
demn those who do.  But during cultural 
communication, it is ill-advised for 
Americans to start by assuming bad intent 
and being suspicious of the motives of 
the Chinese.  Some of them, unfortunate-
ly, enter into business expecting enmity, 
when in fact the reverse is true.  Although 
the Chinese aren’t fond of the American 
government due to the CCP’s propaganda, 
they’re quite enthusiastic about American 
culture and individual Americans. 
      Pearman: In that way, I think you 
could say they’re quite like the American 
people themselves. Polls indicate that the 
majority of the American people are not 
confident in the administration and the 

Congress, but we truly believe in our-
selves and our peers. 
      Wang: Certainly.  You see, in the 
1980s, China was introduced to American 
culture for the first time, and a large part 
of that was in the form of sitcoms.  We 
“met” Americans on TV, in a sense.  They 
were warm-hearted, outgoing, optimistic 
and ingenious, and that’s the impression 
many Chinese still have of them.  So 
don’t be surprised if a Chinese business 
partner might resent Washington mightily 
but still be extremely friendly to you as an 
individual.  It’s one of the contradictions 
you have to get used to in dealing with 
the Chinese.  Yet again and again, people 
from the United States - and the West in 
general, for that matter - assume the worst 
about the Chinese.
      Pearman: I remember reading an 
account by an American journalist who 
visited Iran.  He was obviously from the 
States, and so when he went to observe 
an anti-American rally, he was more than 
a little nervous.  Throughout the rally, 
people would break off chanting “Death 
to the Great Satan!” in order to approach 
him and enquire solicitously if he was 
enjoying his visit to Iran!  I think you can 
see an innate decency and friendliness in 
most people from any culture that will 
shine through if you let it.
      Wang: I agree.  But too often people 
assume the worst.  Once I was part of 
a group of faculty at a major Chinese 
university that welcomed a group of 
American professors.  The chancellor of 
the university, who spoke some English, 
thoughtfully started his welcome in 
English.  The group of teachers arrived, 
and the chancellor moved to greet the 
American dean.
      “You are such a pretty dean.” he said 
with a smile. 
The Americans were, as I’m sure you can 
imagine, aghast. The dean, with her poker 
face firmly in place, replied “What?” 
      “You are such a pretty dean,” the 
chancellor repeated. 

Now I’m sure all of the Americans were 
certain they were witnessing some form of 
sexual harassment.  But the chancellor had 
no thought of that.  What he was trying to 
say was something along the lines of “It is 
my honor and privilege to welcome such an 
elegant and accomplished senior professor 
to my school.” And he was trying to say it 
in English, as a courtesy to the Americans. 

But instead, the discussions started off on 
a very awkward footing, because the cordial 
message was lost in cultural translation.   

Pearman: I’d say that’s true in any cul-
ture.  For instance, I’ve studied German for 
several years.  Suppose someone who did 
not speak any or only a little German was 
in charge of a high school group from the 
U.S. touring Germany.  A sensible phrase 
to learn would be something like “I am the 
leader,” so you could inform authority fig-
ures you were the person to talk to.  Now, if 
you worked purely out of a dictionary, you 
might come up with the phrase “Ich bin der 
Führer.”  This is technically correct.  But un-
fortunately, the word Führer has been under 
something of a cloud since 1945, as it was 
the word that referred to Hitler as leader of 
Germany.  That’s why someone with more 
knowledge of German would say “Ich bin der 
Leiter.”  They mean the same thing, but one 
carries such negative baggage.  Sometimes 
when we deal with a foreigner speaking our 
native language, we forget that they might 
not understand all the nuances.

Wang: That brings to mind one more 
example of cultural miscommunication, and 
I have to say I think it’s the best yet.  Once, 
a Chinese businessman hosted an American 
businessman I knew in China. .  After a long 
day of working out commercial agreements, 
the Chinese businessman invited the Ameri-
can out for dinner.  And of course, as a good 
host, he wanted to do more than simply 
go to a restaurant.  He wanted to show his 
guest something interesting and uniquely 
Chinese.  You may have seen pictures of 
Deng Xiaoping, China’s leader from the late 
1970s to the early 1990s, attending a rodeo 
in Texas and sporting a cowboy hat with his 
Mao suit.  Well, this Chinese businessman 
sought to give his guest a similarly fascinat-
ing experience.  So he booked them a table at 
a “Cultural Revolution restaurant.” 

Pearman: Oh dear.  I do hope that “Cul-
tural Revolution restaurants” aren’t at all 
related to the Cultural Revolution that led 
to a decade of bloodshed and slaughter in 
the name of loyalty to Chairman Mao and 
Communist purity? 

Wang: They are, indeed!  At a Cultural 
Revolution restaurant, you sit on simple 
wooden benches and eat a plain, traditional 
Chinese meal.  The walls are plastered with 
old-style propaganda posters, and an actor 
dressed in the uniform of a Red Guard, one 
of Chairman Mao’s teenage supporters, reads 
quotations from Mao’s “Little Red Book.”  
After dinner is served (and a sizeable amount 

of cheap liquor consumed), you sing along 
to old Red Guard marching songs. 

Pearman: That’s simply grotesque!  It’s 
like Ted Koppel said in his documentary 
film, “The People’s Republic of Capitalism”: 
“If some German entrepreneur had opened 
a beer garden on the outskirts of Münich, 
dressed an actor up in an old SS uniform, 
and then had him read excerpts from Hitler’s 
“Mein Kampf” into a microphone while 
a couple of hundred nostalgic Germans 
chowed down on bratwurst and sauerbraten, 
if that had happened … well, it wouldn’t!  
It couldn’t!”  Why would the Chinese pay 
homage to one of the most destructive and 
violent events in their history, when thou-
sands were killed and millions persecuted 
for what George Orwell would have called 
“thought-crime?” 

Wang: Well, my businessman friend had 
a similar reaction.  Indeed, he was at first 
repulsed, and then, as the evening wore on 
and more drinks were consumed, and the 
“revolutionary fervor” grew, he began to get 
distinctly nervous!  

He failed to understand two things.  
(Chang, what are the two things?  Where 
does “Number two” start?) First, China com-
mercializes everything these days, including 
its own history.  Many younger people see a 
“Cultural Revolution restaurant” as simply 
an interesting evening, a day in the life of 
their forefathers.  They don’t know about the 
vast casualties of the Cultural Revolution, 
of the hardships, because these things have 
been suppressed. 

But how can older people who remember 
the Cultural Revolution go to these restau-
rants, you may ask?  Well, for those Chinese 
people in their 60s right now, the Cultural 
Revolution was the time of their adolescence.  
It was the only time in their lives many 
of them had complete “freedom,” as Red 
Guards who dropped out of school, roamed 
the countryside, and “fought” for Mao.  It 
was also “the best years of their lives” - when 
they could first smoke and drink, when they 
had their first loves.  So, when they look back 
on the Cultural Revolution, they see it a little 
differently than you or I.  

But all in all, the poor businessman’s 
attempt to show his partner an interesting 
part of Chinese “culture” was a rather abject 
failure. 

Cultural Competence

Wang: These stories all illustrate certain 
aspects of cultural misunderstanding, and 
illuminate the need for “cultural translation” 
and contextualization.  The lack of under-
standing between Chinese and Americans 
continues to frustrate businesspeople on both 
sides of the Pacific and is one of the biggest 
unexpected challenges that faces anyone 
who attempts to business in China or with 
the Chinese. 

Pearman: We’ve talked cultural chal-
lenges in general; would you mind giving 
our readers a brief rundown on some of the 
more concrete problems they might face in 
attempting to do business in or with China. 

“Red Classic,” a Cultural Revolution 
theme restaurant in Beijing.
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Wang: Certainly, and there are plenty.  
First, there are the generic challenges faced 
in many countries, such as developing the 
right product and delivering the right mes-
sage.  Then there are the more China-spe-
cific challenges.

The first challenge is legal and regula-
tory compliance.  This isn’t as simple as 
following the printed laws, because Chinese 
society is governed largely by “hidden 
rules,” codes of conduct and behavior 
many would describe as institutionalized 
corruption.  Ignore them at your peril, for 
if you do not know and follow the hidden 
rules, you might get your business and or 
yourself in trouble, even when your business 
is completely legal.

The second challenge is security.  To 
put it simply, Big Brother is watching 
you and would like to know not only your 
every move, but what’s on your mind and 
on your hard drive.  The surveillance state 
is ever-present in China, and not always 
well-disposed to foreign businesses.  

The third challenge is corruption.  Cor-
ruption in China is systematic and institu-
tionalized, as mentioned above, and there 
are many gray areas which can potentially 
trap you. The Foreign Corrupt Practice Act 
of the United States has very strict rules 
about what businesses can do and cannot 
do when doing business outside the United 
States, and it is vital to remind oneself of 
these rules when doing business in China. 

Pearman: However, you could say that 
understanding these challenges is simply 
part of cultural translation and contextu-
alization. 

Wang:  Certainly.  The last – and 
probably the most imposing – challenge 
is the challenge of translation and cultural 
misunderstanding.  If you can conquer this 
challenge, the other challenges should be 
easier to deal with. 

If you speak a second language, you 
understand the difficulty of translating a 
concept from one language to another.  And 
if you can’t communicate a concept to a 
business partner properly, problems ensue.  
I feel the important role that culture plays in 
business in general has been under-appreci-
ated – and the cost of this under-appreciation 
has been underestimated.  For instance, in 
China, you should not give people the gift 
of a clock, which means “I will attend your 
funeral;” nor should you write business 
correspondence in red ink, which means “I 
am done with you;” and, during a business 
meeting, if the Chinese host asks “would 
you like a cup of tea?” it means “there is 
nothing more I want to say, and it’s time 
for you to leave.”  Not understanding the 
import of any one of these seemingly inno-
cent actions, and countless others, has the 
potential of damaging relationships between 
business people irreparably.  

And there are many less obvious cultural 
nuances which can be vital to the success 
or failure of a Western business operation 
in China.  It’s particularly important, for 
example, for an information services com-
pany to understand that, in Chinese culture, 
knowledge is to be paid for, but information 
is to be shared.  So how should a company 
identify and position itself in China?  Should 
it say to the Chinese that it offers informa-
tion, or knowledge? 

There are small nuances and major dif-
ferences, and you have to learn to navigate 
them all.  I would say one of the biggest dif-
ferences is American and Chinese business 
culture.  I remember hearing a Chinese busi-
nessman once say: “American businesses do 
things right.  Chinese businesses do the right 
thing.”  In my experience, many U.S. firms 
get locked into a very rigid, bureaucratic 
decision-making structure, and they have 
trouble innovating – which Americans used 
to do the best.  In Thomas Friedman’s words 
when he addressed the innovative Chinese 
economy: “That used to be us.”  On the other 
hand, Chinese businesses have to innovate, 
as their market is constantly shifting and 
changing.  And that can produce cultural 
conflicts when you try to work between 
organizations. 

Pearman: I agree that U.S. companies 
should be mindful of not falling into a 
stagnating routine, but I don’t believe we’re 
consciously counter-innovative here in the 
States.  I would say that we have standard 
protocols and procedures because the U.S. is 
a very mature market: we have fully defined 
commercial and contract laws, an apolitical 
regulatory system, etc.  Of course, you can’t 
assume that these things will follow you 
when you do business abroad. 

I’ve often been struck by how much 
China’s economy resembles America’s 
economy at the turn of the 20th century, the 
era between, say, 1880 and 1910.  I think 
that’s what Thomas Friedman was alluding 
to.  There’s a tremendous amount of cre-
ative, freewheeling innovation, but there are 
also abysmal safety standards, little worker 
protection, and plenty of monopolies and 
cronyism.  So I might submit to that Chinese 
businessmen you mentioned that Chinese 
firms have to innovate so much because they 
can never be sure of the ground under their 
feet: what happens if a local official takes a 
dislike to them, or a bigger company wants 
them crushed? 

Wang:  Of course there’s plenty of truth 
to that, but I just wanted to point out that 
global operations, international business 
transactions, and cross-border project 
management all require a certain level of 
cultural competence.  This cultural compe-
tence not only refers to an ability to interact 
effectively with people of different cultures 
and socio-economic backgrounds, but also 
a conscious awareness of “we don’t know 
what we don’t know” – the existence of 
another universe.  And the existence of that 
other universe means that a company that 
can usually work from a formula in devel-
oping products needs to innovate. 

One good example is Starbucks, which 
is everywhere in China now.  But before 
Starbucks, coffee in China meant instant 
coffee.  Everyone, especially people with 
enough disposable income to afford Star-
bucks, drank tea.  A conventional firm, 
following the protocol of market research 
and strategic planning, would have analyzed 
consumer wants and desires and decided to 
enter the Chinese tea market, since most of 
the Chinese people drink tea.  After all, why 
would the Chinese want to give up tea for a 
bitter and overpriced drink?  It would make 
much more conventional business sense to 
be a tea retailer.  

Pearman: Well, but that sounds about 

as smart as selling cigars to Cubans.  An 
American firm wouldn’t know anything 
about the tea market.  You have to convince 
customers they want something new, rather 
than break into an existing market. 

Wang: Precisely.  What does Starbucks 
know about tea?  Do they understand how 
and where teas are made?  Do they know 
how many different teas there are? Do they 
know which teas are the “top 10 Chinese 
teas” – and the cultural connotations asso-
ciated with each brand?  For example, what 
is the difference between Long Jing, Bi Luo 
Chun, Mao Jian, and Wu Long?  Why do 
people drink one kind of tea before dinner, 
and another kind after?  Why do people 
in Fujian province drink Da Hong Pao, a 
special black tea, while people in Hangzhou 
city drink Long Jing, or Dragon Well, a 
local green tea?  And why can tea leaves 
picked before the Qing Ming Festival in 
early April sell for five times more than tea 
leaves picked after the festival?  Starbucks 
could have hired a dozen researchers to 
write a dozen treatises apiece on tea, and 
they still wouldn’t have understood it like 
the Chinese.  

But Starbucks was smart.  In its re-
search, the company found out that the 
Chinese market loves luxury goods and 
they launched a marketing campaign that 
portrayed Starbucks as the epitome of chic.  
Starbucks was portrayed as “an authentic 
representation of American leisure culture.”  
It became an upscale venue for informal 
executive meetings and friendly get-togeth-
ers, in some ways replacing the traditional 
tea-house.  Starbucks was new, trendy, 
and just a little exotic.  Their coffees sold 
like hotcakes.  Now, China is Starbucks’ 
second-largest market, and its coffee is a 
status symbol in all the major cities.  By 
2015, there will be 1500 Starbucks stores 
in China.  The people at Starbucks did their 
homework and they innovated in China.  
And they succeeded.

Pearman: That reminds me of the story 
of Häagen-Dazs ice cream.  They cater to the 
luxury market, like Starbucks, and they have 
special products for the Chinese market.  For 
those of our readers who don’t know, during 
the Mid-Autumn Festival, it’s traditional to 
give moon cake pastries to friends, family, 
and business associates.  The thing is, many 
people disliked the way they taste.  Häa-
gen-Dazs now sells a premium ice cream 
version of the moon cake, which is seen 
as an upscale alternative to the traditional 
moon cake. 

Wang:  Starbucks and Häagen-Dazs 
both had cultural competence; it showed 
in how they could recognize and penetrate 
the Chinese luxury goods market.  And yet 
this cultural competence is so often under-
valued.  We have long ago recognized that 
history did not “end” after Communism fell, 
and yet it sometimes seems businesses are 
living in Fukuyama’s utopia of a perfectly 
liberal-capitalist globe.  Businesses rely too 
much on formulas, convinced that in the 
21st century, countries are more alike than 
different; what has worked in one place must 
work in another.

Let me ask you something: if someone 
had done business successfully in Italy, 
would they automatically be qualified to do 
business in Japan? 

Pearman: Certainly not.  It’s a whole 
different culture with a different set of 
rules-for that matter, it’s a whole different 
language!

Wang: Absolutely, but many firms don’t 
recognize this, and they apply it to their 
business models.  If a certain strategy has 
been successfully implemented to create and 
sell a product in Italy, voilà, it’s international 
and will work in Japan!  Or China.  But 
you need cultural competence to develop a 
good business plan, and that competence is 
tremendously country-specific.  

Pearman: You know, in the mid-1800s 
in China, California was viewed as “Gum 
Shan,” the “Gold Mountain, someplace to 
get rich quickly and easily.  No one knew 
of the hardships and pitfalls waiting in the 
gold fields.  And now I feel that China has 
become “Gum Shan” to those companies 
who approach it confident in their ability 
to make money with an “international” 
strategy. 

Wang: There are so many pitfalls, as 
we both know.  For starters, China and the 
United States exist in, as Ford said, “parallel 
universes.”  We’ve seen there can be mis-
communication on both sides, such as when 
the Chinese are ultra-sensitive of their own 
feeling of victimhood, and when Americans 
are led by prejudice instead of knowledge 
and trust.  And we understand that there is 
really no such thing as a uniform “interna-
tional” business model.  Doing business 
with China and the Chinese people requires 
cultural competence, which is deceptively 
simple but exquisitely profound. 

Pearman: If you ask me, cultural com-
petence starts with two things: awareness 
and humility.  Specifically, you have to be 
aware that “you don’t know what you don’t 
know” and be open to learning, as well 
as a willingness to trust in people’s good 
intentions.  You also have to be humble, 
to accept that many Western ideas will not 
change China, and must be changed by 
China in order to work properly.  However, 
cultural competence will mean that you have 
something valuable to bring to the table.  If 
you remember those two things, humility 
and awareness, there’s a good chance that 
you and the Chinese can achieve success 
together. 

Wang: Indeed.  I hope this conversation 
has been illuminating and helpful for our 
readers.  Remember that we Chinese may 
live in parallel universes, but we don’t eat 
puppies.  And if a business develops an 
understanding of China and the Chinese 
people, it may well find there is some gold 
in the Gum Shan. ♦ 
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