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The Dos and Don’ts of Doing Business in China

Whether as an occasional visitor, investor or entrepreneur, doing business with China involves a different approach writes Warwick John Fahy who has been a profitable business owner in Greater China since 1996. 

Here are a few practical pointers to help you get the most from your business dealings in the “great game”:

Dos

1. Take off the rose-tinted glasses.  The number of wide-eyed fortune hunters who have lost their shirts and a lot of money could fill a book. In fact, most of them are the current authors of China related books.  Use the same common sense business practices you use at home in China.   For example, if you are trading don’t pay in advance of shipment. One trader had to pay an extra “trucking” fee to release a shipment stuck in port.  Hold onto your leverage whenever possible.

2. Learn from people who have lived, worked and ideally started companies in China. They will be able to tell you how to get things done.  China operates on two levels, one that is apparent to the insiders and the other is the perspective of the outside world.   For example, the insiders will be able to help you come up with solutions to apparent unsolvable issues.  China is a country of apparent contradictions. Find a way to manage this tension. 

3. Control the finances - always.  The relaxing of foreign owned enterprises has provided good opportunities for entrepreneurs to use structures to maintain control of the company (finances).   Joint ventures should be avoided unless it’s the only entry strategy and you control bank accounts with a CFO in place.   Always receive payment before committing to service or product delivery.  

4. Have an exit strategy.   What are you going to do if things don’t work out?  How are you going to repatriate your earnings?  Not many people will alert you to the dud deals that happen all the time.  But you have been warned.  

5. Consider hot areas like wireless and mobile technologies, software development, both low and high tech manufacturing and even "Silicon Valley style" venture capital investment.

6. Remember that contracts are a starting point for a business relationship and not a strictly enforced contract as is practice in the West.  Harmony is important for all relations in China – as well as the current buzz government phrase, “a harmonious society”.  Be aware that Chinese business people are some of the sharpest in the world and if your business model allows for you to be cut out after a certain time… you will be.  A trail of excellent entrepreneurial start-ups have been “ended’ when the local partners have decided to take over.  Make sure your company is structured for you to maintain control. 

7. Be patient. Not only in your return on investment but also in your dealings with people.  Be prepared to talk through a lot of the deals with partners.  You may have to explain it many times, even to your staff before people start to believe you.  Shanghai has seen many fads and fashions, so how will you avoid being another one?

Don’t

1. Be widely optimistic or in a hurry to make a quick buck.  Chances are the Chinese can out hustle you.  Come prepared to make a long commitment. Do your homework. Hire a trusted source to handle due diligence.  Check everything personally.  

2. Say “a market of one billion customers”.  China is not a single market.  Think regionally, three cities will likely cover the majority of your market – Beijing, Shanghai and GuangZhou.   But equally China has about 170 cities with populations of more than one million.  Are you considering them in your plan?
3. Only look at Shanghai. Look to second tier and in-land investment opportunities. Attractive growth and business incentives are drawing more investment to cities like Dalian, TianJin and ChengDu.  Do a realistic assessment as long-term growth may not be as rapid past developments.  Remember laws are set in Beijing but enforced locally.  So a local partner, Big 4 accounting firms and major chambers of commerce will be invaluable.

4. Expect too much Intellectual Property (IP) protection unless you are a large multinational with an army of lawyers, a lot of time and only concerned about enforcing it to make a PR statement.  Most SMEs are not protected.  Amazingly, everything can be pirated in China if there is a ready market.   Focus on your distribution channels and prepare to move up the value chain by identifying market segments that will pay for the real thing.

5. Complain.  The Chinese are gracious hosts, so don’t abuse that hospitality. 

China continues to undergo incredible transformation and nothing is perfect. 

But by sharing all the things you find terrible about China compared to your home town will not win you any local friends.  They know this already.  Always look for the positive and keep an upbeat mood.  If you do business in China long enough you will need it!

Currently, Warwick  is the founding President for the Professional Speakers Association of China, a Distinguished Toastmaster and Chairman of the China Territorial Council for Toastmasters International.

He runs a successful talent development company, TEAMSWORK, delivering great value to multinationals based here and those holding regional meetings and conferences in China. 

Whether as an occasional visitor, investor or entrepreneur, doing business with China involves a different approach. 

 For a more comprehensive discussion or to connect with some reliable business service providers, drop me a line at warwick@warwickjohnfahy.com
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