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“Hidden Rules”
Wang: In cross-border communica-

tion, you have to guard against not only 
mistranslation, but also misinterpretation.  
For instance, if you go to the Supreme 
Court of Minnesota, you will see a mural 
of Confucius and his disciples titled “The 
Recording of the Precedents.”  In it, they 
are making records of past legal proceed-
ings to guide future rulings.  If you go to 
the United States Supreme Court, you also 
will find Confucius on the top of the “East-
ern Pediment,” sharing space with Moses 
and Solon, who are chosen to represent 
the lawgivers of three great civilizations: 
Judea, China and Athens.  But Confucius 
was adamantly against the public procla-
mations of the laws, he did not like laws.  
He believed that if a society’s rulers were 
virtuous and moral; their subjects would 
emulate them, obviating the need for laws.  
The practice of creating and publishing 
laws, then punishing people for violating 

them, would just encourage people to do 
whatever they could to avoid punishment.  
According to Confucius, it was better to 
craft a code and keep it secret from ordi-
nary citizens.  Doing so would allow those 
who enforced the code to use some moral 
judgment and discretion in applying it.  But 
why then should the Westerners believe 
Confucius was a great lawgiver and even 
recorded precedents?

Pearman: I think it has to do with the 
popular image and perception of Confucius.  
Westerners imagine Confucius as a with-
ered wise man with a long beard, handing 
out sage advice to his disciples.  And in the 
West, the idea of “lawgiver” is a natural 
outgrowth from the idea of “teacher.”  A 
teacher explains the ways to live and con-
duct oneself properly; a lawgiver codifies 
these teachings into rules for a civilization. 

Wang: Exactly.  People start with a 
popular image (which is erroneous, by the 
way), and then extrapolate from it based on 

how things work in their society.  More of-
ten than not, of course, they’re quite wrong.  

For starters, Confucius was not a pas-
sive individual.  He was a firm believer 
in exercise and fitness; maintaining good 
physical health was one of the marks of 
a “true gentleman.”  And he didn’t wait 
around for students to come to him; he 
publicized his ideals vigorously and was 
a great orator.  So in the end, he typified 
someone who taught by example and 
personal inspiration - which is how he felt 
society should be led.  

Confucianism is not the only part of 
China that’s misunderstood by many Amer-
icans.  Indeed, I think a lot of people who 
come to China have the mindset that China 
is simply an undeveloped United States 
with no minimum wage. What I mean by 
that is that they’re unprepared for many of 
the things they will face in doing business.  
For instance, it is commonly accepted

                      Continued on page 7

Doing business with China and the 
Chinese people: a conversation on 
cultural challenges, part 3
By Chang Wang and Joe Pearman, contributors

Inventions, p. 15

History, pp.4-5

Food, p. 12, 16

Editor’s note: This is the continuation of the multipart conversation series on doing business with mainland China (excluding 
Hong Kong, Macau and Taiwan) and the Han Chinese living within mainland China.  It describes some of the ins and outs of 
interacting with Chinese individuals or firms in the contexts of cross-border communications and negotiations.  Through this con-
versation, 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.” 

In last month’s “They eat puppies, don’t they?” the authors discussed how both Americans and Chinese could misjudge and 
misread situations based on their own innate cultural biases.  This month’s conversation, Hidden Rules, will illustrate the work-
ings of a “shadow code.”

Watch for the continuation of the series in the next few issues where the authors will discuss guanxi, ti-yong, and additional 
resources to gain a greater understanding of China and the Chinese way.

By Greg Hugh

Today, few would guess that Shanghai 
once played host to a bustling community 
of 18,000 – 20,000 Jews  --  the focus of 
the exhibit “Jewish Refugees in Shanghai 
(1932-1941).” For Jews desperate to flee 
the Nazi regime but barred from entry al-
most everywhere, Shanghai was the “Last 
Place on Earth” and a rescuing Noah’s Ark.

The exhibit runs March 19 – May 7, 
2015, at the Sabes Jewish Community 
Center, 4330 S. Cedar Lake Road, St. Louis 
Park.  A grand opening reception will take 
place on Thursday, March 19, at 5 p.m. 
and is free and open to the public. As part 
of the grand opening reception, a question 
and answer panel will be held with a few of 
the Minnesota Shanghailanders that have 
agreed to attend.
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Doing Business Part 3 
that China is a Confucian society under
Communist rule, or China is a Communist
regime with Confucian values. But Chinese 
- like Professor Wu Si, a leading historian 
and intellectual - would tell you that China 
is actually a society governed by “hidden 
rules.”  It’s something of a shadow code, a 
parallel system of practices that aren’t pub-
licly acknowledged, but everybody knows 
except the outsiders.  One must understand 
and obey these rules to do business with 
China and the Chinese.  And more than 
that, this system informs a great deal of the 
unofficial governing philosophy of China.  
The system of “hidden rules” dates back 
thousands of years, though it’s only been 
named and even partially acknowledged in 
the last decade-and-a-half. 

Pearman: How did these hidden rules 
come to be?

Wang: Maybe it all started with Con-
fucianism.  As I said earlier, Confucius 
taught that the legal code should not be 
widely known or understood.  Hence, in 
Imperial China, knowledge of the law was 
reserved for officials.   Only the officials 
were allowed to know the laws, because they 
were considered the “parents” of society.  
Confucius believed that if the officials knew 
the laws, they would guide people down a 
righteous path by example, use compassion 
and flexibility to correct them, and cultivate 
an atmosphere of virtue. 

Pearman: So in essence, the officials 
had complete control over the people they 
administered, and those people had no way 
of knowing what rights they might have or 
if an official were doing anything wrong.  I 

have a feeling that didn’t turn out very well.  
Wang: It didn’t.  Without a publicized 

law code, you see, there was no way to guard 
against abuses.  And if Chinese officials 
were parents, they were the sort of parents 
who would lose their children today.  Part 
of the ideology of being a “parent official” 
meant that the official-and the government 
as a whole - automatically knew better than 
the people they governed, and were allowed 
to hurt them - in order to help them.  Of 
course, this was in the name of protecting 
and teaching them.  They saw no need to 
take the considerations of the people they 
governed into account; do parents let a tod-
dler tell them what sort of groceries to buy? 

Pearman: Paternalism at its most con-
descending, in other words.  And I’m sure 
that none of those officials missed out on the 
chance to line their own pockets. 

Wang: Rampant corruption was atten-
dant to the system.  Low-level officials 
exploited the peasants and merchants; 
higher-level officials demanded “gifts” from 
their inferiors.  If you didn’t play the game, 
you never got anywhere, and you were likely 
to be forced from your job, or worse.  The 
Ming and Qing dynasties tried to eradicate 
this corruption, but they were unsuccessful, 
because corruption is embedded within the 
system.  One of the “hidden rules” is that 
corruption is permitted as long as you are 
loyal to the system.  But the King/Party has 
total discretion to use corruption to punish/
discipline you if you lose their trust.  

Pearman: I take it that mass executions 
of the Imperial bureaucrats would have been 
too steep a price to pay. 

Wang:  Moreover, there was no guaran-
tee that whomever they selected to replace 
them would not simply return to corruption.  
The sad truth of the matter is, not even the 
upheavals of the 20th century have disrupted 
the basic ideas of “hidden rules.”  It was in 
1999 that historian Wu Si coined the term 
“hidden rules,” but they are far from history. 

Pearman: Hidden rules developed be-
cause of the lack of a publicized legal code.  
Are you saying that having a widely known 
set of laws hasn’t helped?

Wang: It has helped, but less than you 
might think.  I’ll give you an example.  The 
salaries of many civil servants in China 
are quite low.  Yet plenty of candidates are 
always available to fill them.  Many do this 
because they approach the job the same way 
officials did when they purchased positions 
in the Imperial system.  The job is simply 
the key to wealth and power. 

Pearman: So the law can say what it 
likes, but the idea of a “parent official” is 
too ingrained in the culture to be erased 
overnight? 

Wang: Sadly, this appears to be the 
case.  Many at even the highest levels of 
government still feel that having a position 
of power entitles them to enrich themselves 
at the cost of society.  Only recently, Zhou 
Yongkang, former head of the entire security 
and the judiciary, was arrested on charges of 
corruption.  It turned out that he was not only 
extremely corrupt on a personal basis; he 
was the “godfather” of the biggest organized 
crime organization in the world. 

Pearman: I’m curious …does that sense 
of personal entitlement bleed over into other 

aspects of government? 
Wang: Absolutely!  Consider another 

aspect of the “parent official.”  Parents, 
unfortunately, often feel as if their child 
has no right to keep secrets from them; they 
have no right to privacy.  In China, the gov-
ernment, despite all laws and protestations 
to the contrary, essentially believes that its 
citizens have no right to any privacy.  The 
government should be able to know every-
thing about them whenever it wants. 

Pearman: That’s fascinating, and more 
than a little terrifying.  It is an interesting 
contrast with the American system: here, the 
government is seen as potentially intrusive 
and subject to checks, whereas in China, 
government intrusion is a “good” thing - the 
government knows best and has only your 
best interest at heart. 

Wang: Yes.  There’s also an unfortunate 
corollary: anyone who agitates for the right 
of privacy must be suspect. 

Pearman: Because why would you want 
to hide things from your “parents?” 

Wang: Precisely. ♦
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