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Abstract 
Since Sweden’s home market is relatively small, companies are forced to engage in 

international business. Researchers have stressed that companies with a small home 

market should find new markets to gain benefits which companies with large home 

markets possess. The Chinese market has great potential, which results in numerous 

Swedish companies entering and establish business operations in China. Swedish 

companies need to address the unique aspects of conducting business in China. One of 

the unique aspects which has been notably concerned is the phenomena of guanxi. 

Guanxi is well grounded in the Chinese business culture and can be perceived as 

relationship building. Previous research has shown upon limited research regarding B2B 

guanxi in the Chinese-Western business relationships. Hence, the purpose of this thesis, 

is to provide a deeper understanding of how Swedish companies build and manage B2B 

guanxi in China and explore its potential risks and benefits. To achieve the purpose of 

this thesis, three main concepts have been identified- building stages of guanxi, 

management strategies of guanxi and risks and benefits of guanxi. These create the 

theoretical approach of the study. By using a qualitative research method and a 

deductive approach, a deeper understanding regarding guanxi in relation to Swedish 

companies can be acquired. The data is collected from five companies in different 

industries, conducting business on the Chinse market. Practical and theoretical 

implications have arisen from this study, contributing to the theoretical synthesis of 

B2B guanxi and provided valuable insights on how Swedish companies can use B2B 

guanxi. 

 

Based on the analysis, the outcome of this study suggest guanxi is not a prerequisite for 

conducting business on the Chinese market. Although, it can be seen as a tool to ease 

relationship building and business operations. The empirical findings indicate the 

relevance of B2B guanxi and have identified new factors. The key findings imply 

Swedish companies use intermediaries to a larger extent in the building staged and as a 

management strategy. While gift-giving and favour exchange are less used management 

strategies. Smoother business operations are perceived as an additional benefit. Whereas 

relationships becoming too personal and a person taking the relationships with them 

when leaving the company are additional risks ought to be considered new findings. 

The study can be valuable for Swedish companies that wish to enter or have entered the 

Chinese market.  
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1 Introduction 

In the following chapter, the background and introduction of the area we aim to study 

will be provided. Subsequently, a problem discussion will be conducted which will 

clarify the relevance of the topic. The chapter will also present the purpose and 

research questions of the study.  

 

1.1 Background 

Globalization creates opportunities along with hinders for companies (Sapir, 2006). It 

can be defined as an opening for financial flows through an increased integration of 

global economies (Kandil, Shahbaz & Nasreen, 2015). Globalization contributes to a 

world where societies and economies are linked with each other. Hence, it creates an 

opening for companies to explore new markets to maximize their profits (Kandil et al., 

2015). Stiglitz (2004) argues that companies which are taking advantage of 

globalization minimize the risk of not reaching their full economic potential. The author 

continues by saying that smaller countries will benefit from globalization. Thus, if the 

home market is small, it forces companies to conduct international trade for them to 

survive (Stiglitz (2004). Osland (2003) argues that free trade in a globalization context 

has not been fulfilled. He continues by saying globalization is a mix of opportunities 

and consequences. Jones (2006) argues that national borders still are relevant to 

international trade. The author concludes that international trade displays patterns 

indicating a more regionalized world than a globalized one (Jones, 2006).   

 

Emerging markets have over the past decade accounted for a big part of the growing 

GDP and international trade in the world (Cui & Lui, 2000). China is the biggest market 

among those and beholds more than one billion consumers (Cui & Lui, 2000; Lane & 

Milesi-Ferretti, 2008). In the later part of 1978, China began to expose its market and 

economy to the rest of the world. Ever since, businesses have been eager to enter their 

market (Cui & Lui, 2000; Davies, Leung, Luk & Wong, 1995). The annual GDP growth 

in China is around 6 percent and is estimated to remain on that level the upcoming years 

(World Bank, 2017). Gstöhl (2011) and Stiglitz (2004) argue that companies from 

Sweden, with a rather small home market should exploit other markets. Companies 

should do so to attain benefits which companies in larger countries already possess. 

Sweden exported goods to China for a total amount of 46 million SEK, and imported 

goods from China for an amount of 56 million SEK in 2016. It is stated that China is 

one of Sweden’s 10th most valuable trading partners (Statistics Sweden, 2017). Hence, it 

could be argued that the market is of great importance for Swedish firms.  As the 

Chinese market continues to expand, it becomes more attractive to international 

companies. It is significant to look further into the Chinese culture and cultural 

phenomenon which could ease relationships between Western companies and Chinese 

counterparts (Ivanova & Weck, 2013). 

 

It is recognized conducting business in China could be rather difficult. The main 

difference between Western and Chinese businesses is the importance of relationships 
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in the latter, and contracts in the former (Davies et al., 1995; Gao, Knight & Ballantyne, 

2012; Ghuari & Fang, 2001). In China, along with other Asian countries, relationships 

are mostly tied to family, and focuses mainly on the interpersonal interaction which 

support the business relationship. In Western relationships, focus is mainly on interfirm 

agreements, contracts and corporate policies which reduce the influence of individuals 

in business relationships (Gao et al., 2012; Wong, Leung, Hung & Ngai, 2007). Entrants 

to China may perceive regulatory difficulties, along with cultural barriers, which in 

comparison to regulatory barriers often are harder to comprehend and deal with (Davies 

et al., 1995). A companies’ business network and relationships can ease the process as 

they provide useful knowledge (Wu, Chen & Cui, 2016). Ohmae (1989) suggests that 

entrance into few markets make companies more successful by focusing the resources 

and penetrating the specific market deeply. 

 

One cultural phenomenon that could ease the creation of relationships in China is 

guanxi (Kriz & Keating, 2010). Pearce and Robinson (2000) describe guanxi as a 

network that one manages through exchange of gifts and favours to gain mutual 

benefits. Slotte-Kock and Coviello (2010) emphasize that when companies grow, their 

networks shift from being reliant on chance and history, to one being intentionally 

managed. Thus, management strategies of guanxi will be addressed in this study. When 

interpreting the phenomena correctly, it becomes easier to conduct business (Kriz & 

Keating, 2010). When Western businesspeople practice guanxi, they should be aware of 

the risks it brings (Davies et al., 1995). The gift-giving and the “wine and dine”-part of 

the relation could easily be enlarged. When doing so, companies can be perceived to 

conduct bribery, or to be “meat and wine friends” which is a symbol for mistrust in 

China (Davies et al., 1995). The authors of this study imply that this could be a “fine” 

for companies who interpret the phenomenon wrongly as they cannot gain the perceived 

benefits. 

 

The phenomenon relates to social and personal rather than corporate relationships. 

There are two different types of guanxi in a business context, business-to-business 

(B2B) guanxi and business-to-government (B2G) guanxi (Bu & Roy, 2015). However, 

this study will view guanxi from a B2B perspective. B2B guanxi is perceived as more 

important, since the Chinese market has a network structure and works accordingly 

(Jansson, 2007). Consequently, one must become a member of a network to conduct 

business in China. The value of B2G guanxi has decreased due to improved institutional 

processes (Luo et al., 2012). This study focuses on B2B guanxi since it is still valid in 

the country and affects companies. Slotte-Kock and Coviello (2010) accentuate when 

integrating social and business network one can investigate the network structure as 

well as dyadic interactions. Kriz and Keating (2010) mention that companies should 

build guanxi to be able to gain trust from their Chinese counterpart as they only tend to 

do business with people they trust (Davies et al., 1995). The research on the area of how 

to build guanxi has been rather limited, only a few studies has been conducted. 

 



  
 

3 

1.2 Problem discussion 

To understand a market, knowledge that is specific for the host country is needed (Lord 

& Ranft, 2000). If companies do not gain local knowledge, difficulties operating in the 

host country could occur that negatively affect the company’s performance (Li, 

Easterby-Smith, Lyles & Clark, 2016; Lu, Plewa & Ho, 2016; Pan Fan & Zhang 

Zigang, 2004; Smith, Huang, Harb & Torres, 2011). Earlier research display neglect of 

cultural differences has led to failure (Pan Fan & Zhang Zigang, 2004). Companies 

must be able to manage partnerships with people from different cultures (Pan Fan & 

Zhang Zigang, 2004). Harvey, Speier and Novicevic (1999) claim a higher level of local 

knowledge is usually missing when it comes to emerging economies compared to 

developed economies. It is harder to create a good local knowledge in emerging 

economies where political and economic conditions often change very fast (Harvey et 

al., 1999). 

 

Interaction between cultures is unavoidable when conducting international business 

(Harvey et al., 1999). Culture influences the interpersonal relationships in organizations 

and derive from cultures that Hofstede (2001) found to be hierarchical and collectivistic. 

Culture is a phenomenon, built on factors which differs in various countries and 

communities (Smith, 1990). National borders are still playing a role and a global unified 

culture could be hard to reach (Jones, 2006; Smith, 1990). Therefore, it is a necessity to 

adjust to different cultures depending on the country and context (Ivanova & Weck, 

2013; Sharma & Dahiya, 2016). Nevertheless, cultural adaptation within business 

relationships can be viewed as a process that includes adjusting and learning from the 

unfamiliar culture along with the business culture of the partner firm (Ivanova & Weck, 

2013).  

 

Cultural learning can be recognized as a prerequisite for culture adaptation, since it is 

valuable for the further development of trust (Ivanova & Weck, 2013). Earlier research 

has shown the importance of trust when managing intercultural relationships (Davies et 

al., 1995). The authors imply trust as fundamental when creating a relationship between 

two parties with different home markets to reduce uncertainty. Ivanova and Weck 

(2013) describe a business relationship as an interaction process where a strong bond is 

being built up with the interest to lowering costs and increase value. The aim for both 

parts is to gain mutual benefits from the relationship (Ivanova & Weck, 2013). 

According to Smith et al., (2011) cultural differences influence processes in small 

groups as well as within larger groups. The authors state that earlier cross-cultural 

studies of social influence have given attention to formal as well as informal processes. 

Informal network such as family, friends and business contacts, and formal networks, 

which includes banks, accountants and lawyers will according to Birley (1986) 

influence the essence of the firm. Informal processes can arise in both types of 

networks, as well as in ones’ private life (Smith et al., 2011). One informal process is 

the Chinese phenomena guanxi. The concept is crucial to understand when conducting 

business in China, as it can become a risk if one does not. If it is interpreted in the 
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wrong way, it can decrease the chances of being able to build relationships with Chinese 

counterparts (Davies et al., 1995; Pearce & Robinson, 2000).  

  

Chinese people tend to only do business with people that they know and trust 

(Björkman & Kock, 1995). The relationships often tend to focus more on long-term 

goals rather than the current objective (Jansson, 2007). The ones trying to conduct 

business in China must understand the concept of building guanxi, commit to it and 

invest time in it to become trustworthy (Pearce & Robinson, 2000). Social ties greatly 

affect the business environment in China, and the term guanxi is used to represent the 

strong social ties in the Chinese collectivistic culture (Davies et al., 1995). Kriz and 

Keating (2010) state that companies should find a link and build guanxi to be able to 

gain trust from their Chinese counterpart. For Western firms, Chinese relationships may 

seem complicated, give an impression of nepotism, deception and corruption (Kriz & 

Keating, 2010; Smith et al., 2011). Davies et al., (1995) identify a barrier one can meet 

when doing business with Chinese counterparts, is meetings with individuals which has 

little or no direct involvement in the matter. Thus, it can be hard to identify who the 

actual decision maker is, as it could be, the decision maker is the network as a whole 

and not a single individual (Davies et al., 1995). 

 

When practicing guanxi, persons or even companies, can gain benefits via resource 

exchange and focus is on gaining mutual benefits (Wu, Chen and Cui, 2016; Yeung & 

Tung, 1996). Fan (2002) means that a person which has a greater guanxi in Chinese 

societies will have more resources at their disposal. Hence, the person will gain benefits 

in various ways. Furthermore, it is argued when achieving strong and suitable guanxi, it 

could benefit the firms’ financial performance (Yeung & Tung, 1996). According to 

Davies et al. (1995) the major benefits one can gain is receiving information on 

government policies, opportunities and market trends. This creates a parallel to Wu et 

al.’s (2016) theory on gaining benefits through resource exchange. 

 

Guanxi can be considered a lucrative way of establishing relationships (Pearce & 

Robinson, 2000). By using guanxi as a strategy, beneficial long-lasting bonds with 

counterparts can be established (Pearce & Robinson, 2000). Yeung and Tung (1996) 

strengthen the beneficial aspects of using guanxi as a strategy and add the relevance of 

knowing the strategies to cultivate guanxi. Yau, Lee, Chow, Sin and Tse (2000) clarify 

the strategies used to build guanxi as bonding, tendering favours, manage personal 

relations and cultivate trust.  Survival of the company is based upon flexibility and a 

rapid speed of changes in management strategies and decisions (Bhatt, 2002; McFarlin 

& Sweeney, 1996). Earlier research of guanxi shows it is a complex subject, and that 

there are several different perceptions about its meaning (Kris & Keating, 2010; Luo, 

Huang & Lu Wang, 2012; Smith et al., 2011). There are many ways to look at the topic, 

the majority of research that has been conducted on the subject has chosen to treat 

guanxi in a generic sense (Kriz & Keating, 2010). Other researchers claim that this kind 

of generic view is no longer valid, the studied type of guanxi should be identified (Luo 

et al., 2012). Hence, this study will focus on B2B guanxi. 
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1.2.1 Research gap 

An increased research interest regarding guanxi has flourished the last two decades (Luo 

et al., 2012).  The will to explore the impacts of guanxi on business relationships and 

performance have been in focus. Earlier research perceived guanxi as a phenomenon 

related to personal relationships at an individual level. Focus has shifted and guanxi is 

viewed from an organizational perspective (Luo et al., 2012). The research about B2B 

guanxi has been limited due to the uncertainty about the relevance of guanxi as a 

managerial tool (Luo et al., 2012). Previous research about the phenomena has also 

been hindered by the various definitions and the changing role of guanxi in the dynamic 

Chinese environment (Luo et al., 2012). Park and Luo (2001) state that future studies on 

guanxi needs to adopt cross-cultural research to understand the role of guanxi in the 

Chinese society. Gao et al. (2012) claim the importance of studying Chinese-Western 

business relations in an intercultural context and the ability to manage those. The 

scholars (Gao et al., 2012) have suggested to study guanxi as a management strategy 

used to overcome cultural differences, which implicates the need for further research.  

 

Previous research has emphasized the impact of guanxi on companies, and what 

benefits there are to withhold from it. But there is limited research regarding the risks a 

company may face when involving in the building process of guanxi (Luo et al., 

2012).  Relationships based on guanxi are perceived as a positive contribution to 

Chinese society (Xin & Pearce, 1996). Other researchers (Smith et al., 2011) have 

argued that there is a fine line between guanxi, corruption and the potential for 

nepotism. This can be viewed as a risk, and shows the need for research on the area. 

Luo et al. (2012) mean that researchers should examine which conditions characterize 

positive and negative effects of guanxi to understand how to meet the perceived risks 

and benefits. Scholars (Fan, 2002; Su & Littlefield, 2001) suggest more research should 

be done on stating the type of relationships relative to guanxi. The authors proceed by 

saying that it is valuable to distinguish the different types of guanxi since the larger part 

of research has treated it as a generic phenomenon (Chen, Chen & Huang, 2013; Kriz & 

Keating, 2010). Bu and Roy (2015) argue that more studies should emphasize B2B and 

B2G guanxi in a larger extent. Whereas this study will focus on B2B guanxi.  

 

A theoretical gap is found in the scientific research related to how guanxi is built, which 

management strategies companies use to maintain it and the benefits and risks that may 

occur. Few scholars (Vanhonacker, 2004; Yau et al., 2000) have contributed into the 

area of how to build and manage guanxi in China. But, apart from those, there is limited 

research available. The aim of this thesis is to analyze the process of B2B guanxi for 

Swedish companies in China. This thesis will state the type of relationship and identify 

which type of guanxi is used. By aiming the problem from a Swedish company point of 

view, contributions to fill the stated research gap will be made. Later, the thesis will 

also serve as a contribution to create a theoretical synthesis of guanxi in business 

relationships. As a result of this, the thesis will contribute to the theoretical research as 

well. 
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In this study, three main concepts (building stages of guanxi, management strategies 

and risks and benefits of guanxi) will be further analysed. Therefore, three research 

questions have been developed for the authors to provide findings in accordance with 

the main concepts. This structure will be held throughout the thesis to make it clear for 

the readers as well as the authors.  

 

1.3 Research questions 

The problem discussion leads to the following research questions (RQs): 

 

RQ1: The purpose of the first research question is to find out how Swedish companies 

build B2B guanxi relationships on the Chinese market.  

 

RQ2: This research question is needed to clarify how Swedish companies manage and 

maintain business relationships based on guanxi in China, as it is a part of the Chinese 

culture. 

 

RQ3: With the last research question, we intend to explore which risks and benefits 

Swedish companies perceive with B2B guanxi.  

 

1.4 Purpose 

The purpose of this thesis is to acquire a profound understanding of how Swedish 

companies build and manage B2B guanxi in China. We aim to research a social network 

phenomena in a business network context. Slotte-Kock and Coviello (2010) claim that 

when combining social and business network in research, one can explain the effects of 

network, how and why they form and could be managed over time. By analysing the 

building stages, managerial strategies and the perceived risks and benefits with B2B 

guanxi, the study can show the links of how companies build and maintain it. Through 

interviews with companies with a strong connection to China, along with theory, we 

will answer the research questions. The thesis will be conducted in an exploratory 

nature, to investigate the influence of the phenomena on the companies’ intercultural 
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relations and its business operations. Thus, the study aims to provide recommendations 

for Swedish firms that plan to enter, or have entered, the Chinese market. 

 

1.5 Delimitations 

A Chinese company perspective will not be taken into consideration since the focus is 

on Swedish companies. Hence, companies which are not Swedish will be excluded. 

Although both Chinese and Swedish culture is related to the study, it will not be a 

dimension further examined since the focus is on guanxi. Companies who solely 

conduct export to or import from China through intermediaries will be excluded as one 

such respondent would not be familiar with the characteristics of guanxi. This study will 

not examine the impacts of guanxi on a company’s business performance nor take into 

consideration the governmental frameworks in China effecting a business. 
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1.6 Outline of study 

 
  

Introduction

The research topic will be introduced. A
problem discussion regarding the topic will
follow and the research questions will be stated
along with the purpose of the study. As a final
part of the chapter, delimitations of the study
will be presented.

Literature review

Relevant theories related to the topic will be
accounted for. The essential concepts are
defined and explained. The chapter also
contains a theoretical synthesis.

Methodology

This chapter will provide information about
how the study is conducted. Arguments for the
chosen method will be provided.

Empirical findings

The empirical findings will be accounted for
in order to show the reader what is relevant
for the upcoming analysis and conclusion.

Analysis

The concepts presented in chapter two, will in
this chapter be correlated with the empirical
findings along with the influence of the
authors opinions.

Conclusion

In the final chapter of the thesis, the research
questions will be answered based on the
argumentations in the analysis. Implications
for further research will be suggested.
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2 Literature review 

In the following chapter, literature which the thesis will be based on has been reviewed. 

The chapter begins with the encompassing concept of business networks and is followed 

by the history of guanxi as well as the definitions of the phenomena. Subsequently, focus 

will be on building stages and management strategies of guanxi. Lastly, the risks and 

benefits with the phenomena will be presented.  

 

2.1 Business and social networks 

Holm, Eriksson and Johanson (1996) claim that a business relationship is a framework 

where consequent interactions take place. Business practices and the use of business 

relationships vary across separate markets (Jansson, Johanson & Ramström, 2007). 

Davern (1997) emphasizes that a network derives from nodes and connections. In social 

networks, nodes are replaced with actors and the connections with social bonds. 

According to Siddiqui (2016) networks are influenced by, and influence several 

elements in the environment, both visible and less visible elements. The less visible 

elements could be allegories, norms and values and the more visible elements are 

suppliers, government, trade unions and competitors (Parsons, 1956). Depending on 

what one invests in their network, the company holds a position, the more invested, the 

greater the position (Jansson et al., 2007). Furthermore, the authors state that 

relationships can be regarded as a mechanism for value production and cost reduction or 

even a necessity for business. Slotte-Kock and Coviello (2010) argue that social 

network and organizations are coevolving. Thus, both social and business networks will 

be further evaluated.  

 

Jansson et al. (2007) as well as Björkman and Kock (1995) claim that no business 

exchange takes place without any influence from social relationships. The degree of 

integration of social relationships vary in form and importance (Jansson et al., 2007). 

Social networks affect economic outcomes out of three main reasons, according to 

Granovetter (2005). The author emphasizes the following reasons; (1) it affects the flow 

and quality of information; it is easier to trust people one knows. (2) It contributes with 

rewards and punishment when needed, which provides a larger impact from trusted 

persons. (3) It provides trust in the sense of knowing others will be fair, and act in good 

manner.  According to Björkman and Kock (1995) social network has two components, 

the first is defined as particular contracts and bonds with specific individuals. The 

second component is the cultural component, which is wider and where the individual 

actors are entrenched. The cultural component influences the network depending on 

how the actors in it interact (Björkman & Kock, 1995). According to Granovetter 

(1985) culture does not solely affects the relation in the beginning, but throughout the 

process, it is continuously affected by interaction. There are structural differences in 

Western and Chinese networks, the former has focus on the units in the networks and 

the latter has focus on the actual network itself (Gao et al., 2012; Ghuari & Fang, 2001; 

Jansson, et al., 2007).  
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Jansson (2007) argues that the market in China has a network structure and works after 

such principles. Therefore, the question is not if one should become member of a 

network, it is how one shall become a trusted member in a networked market (Jansson, 

2007). In the Western world, formal institutions are stronger, more transparent and 

stable which mean firms can rely on those to solve conflicts and problems. According to 

scholars, (Jansson el al., 2007; Xin & Pearce, 1996) formal governance systems in 

China cannot support effective business activities, which make them rely on informal 

values as substitute. Social interaction is regarded as supporting in the Western world, 

but in China it has a more determined role for business relationships (Jansson, 2007). 

 

In China, business relationships generally start with social relationships upon which 

communication and business exchange can follow (Björkman & Kock, 1995; Jansson, 

2007). This is different from networks in Western Europe, where the transactions come 

first and if those are successful, a relationship can be built (Jansson, 2007). The Chinese 

business networks are socially strong and are established for long-term usage (Jansson, 

et al., 2007; Vanhonacker, 2004). Western businesspeople tend to make their decisions 

rationally, whilst Chinese decide emotionally, based on feelings and intuition (Jansson 

et al., 2007).  Björkman and Kock (1995) argue that guanxi is a key concept used to 

understand the social behaviour in China. Especially, the link between interpersonal 

relationships and the gain of beneficial resources. The authors state that the lack of 

public information and the importance of developing trust before business and 

information exchange can take place, as factors contributing to the importance of 

guanxi. Granovetter (1985) emphasizes that if businesses comprehend their 

relationships to be complicated, involving mistrust or misconduct, they move on to 

others willing to do business on good terms.  

 

2.2 Guanxi and its roots in Confucianism 

Björkman and Kock, (1995) along with Wang, Wang, Ruona and Rojewski (2005) state 

guanxi has arisen from Confucianism which was created by the Chinese philosopher 

Confucius. When looking at Confucianism from a historical perspective, it influenced 

and controlled how people socially behaved (Wang et al., 2005). When applied in 

modern society, Confucianism mostly affect work groups and the solidarity of the 

group. It is to be considered as a moral, social and political system which is unofficial 

and unavoidable (Björkman & Kock, 1995). It still relates to a persons’ appropriate 

behaviour and how one acts in a social context (Björkman & Kock, 1995; Wang et al., 

2005). Guanxi is to be considered an ancient form of networking in China (Wang et al., 

2005). It is well grounded in the Chinese society since more than 2000 years ago. The 

relevance of guanxi when doing business is exceptional and have always been, but other 

parts of the world was unfamiliar with the phenomena until the end of 1970s (Wang et 

al., 2005). Guanxi is a part of social and economic activities, and influences 

interpersonal and interorganizational dynamics (Zhang & Zhang, 2006). Guanxi 

networks demonstrate a specific way of doing business in terms of social ties (Su & 

Littlefield, 2001). 
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Due to the important role guanxi plays in the Chinese business context, it can create a 

large distance between Chinese and Western businesspeople according to Wang et al. 

(2005). While focus lies on conflict tolerance and risk taking among Western 

businesspeople, the Chinese tend to focus on giving up ones’ own opinion for the 

benefit of the group dynamic (Wang et al., 2005). Yeung and Tung (1996) describe 

guanxi as a door which can be opened and closed. Once its opened, the guanxi 

relationship needs to be nurtured and maintained for the door to continue to be open. If 

the relation is not taken care of, the door will shut and one must start over building the 

relationship (Yeung & Tung, 1996).  

 

2.3 Different definitions of the phenomenon 

Davies et al., (1995) argue that the social ties of guanxi affect the business environment 

in China to a large extent. Luo et al. (2012) claim earlier studies on guanxi have been 

retained because of the different definitions which exist. Pearce and Robinson (2000) 

describe guanxi as based on friendship and affection, and on a complementary 

commitment to respond to requests for help when needed. Wang et al., (2005) mean that 

guanxi can be defined as relationship, connections or networking. Thus, the authors 

accentuate that guanxi is more complicated. According to Luo et al. (2012) and Fan 

(2002) a precise definition of guanxi is missing in the literature, regardless of its deep 

roots in the Chinese culture. No word in the English language has the exact meaning 

and is therefore rather hard to define (Fan, 2002). The author also states that the term 

has multiple meanings in the Chinese language. The first part of the word (guan) has 

different meanings depending on how one interprets it, when translating the word, it 

means “barrier”, “a pass” or “to close”. The latter part of the word (xi) also has different 

meanings and are perceived as “a system”, “link” or to “tie up” (Fan, 2002).  

 
2.3.1 Guanxi as interpersonal relationship 

Park and Luo (2001) define guanxi as a cultural aspect for interpersonal and 

interorganizational dynamics in Chinese society. According to Su and Littlefield (2001) 

along with Zhu and Zhang (2007) guanxi translates as interpersonal relationships or 

connections in Chinese. Gao et al. (2012) as well as other mentioned researchers (Park 

& Luo, 2001; Su & Littlefield, 2001; Zhu & Zhang, 2007) mean that the phenomena 

places attention to attributes of individuals and their relations, personal interactions, 

family influence and other social constructs. Furthermore, authors (Gao et al., 2012) 

state that guanxi can build a gateway through perceived delays and constraints by 

personal relations. 

 

2.3.2 Guanxi to gain mutual benefits 

Another view of guanxi is as a relationship between individuals which is built up to gain 

mutual benefits through favours and help. Wu et al. (2016) state that guanxi can mean 

social connections based on mutual interests and benefits. According to Yeung and 

Tung (1996) it is a connection which makes it possible for the parties to aim for mutual 

benefits through transactions or exchange. The authors mean that the two parties intend 

to create interdependence between them, as it becomes more unlikely that one part will 

break such tie. Pearce and Robinson (2000) state guanxi as relationship network which 
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a person maintains through the exchange of gifts and favours in order to reach mutual 

benefits. They also state that people who shares networks also shares an unwritten code, 

which if broken, could destroy ones’ prestige and social reputation.  

 

2.3.3 Specific relation between business and guanxi 

A study made by Luo (1997) showed that guanxi has significant impact on a company. 

The author also claims guanxi is a connection that secures business or personal favours. 

Fan (2002) states that guanxi can be distinguished as a possible solution for problems 

which occur when entering and operating in China. Luo (1997) as well as Zhu and 

Zhang (2007) state guanxi to be a key to corporate success in China. Furthermore, Fan 

(2002) means it is primarily important to consider the phenomena in the initial stage. 

Luo et al. (2012) mention that guanxi has been classified as a strategic tool which helps 

firms maintain competitive advantages.  

 

Interpersonal 

relationships 

To gain mutual benefits Specific relation between 

business and guanxi 

Su & Littlefield, 2001 Pearce & Robinsson, 2000 Fan, 2002 

Park & Luo, 2001 Wu et al., 2016 Luo, 1997 

Zhu & Zhang, 2007 Yeung & Tung, 1996 Luo et al., 2012 

  Zhu & Zhang, 2007 

Table 1: Different definitions of the phenomenon. Source: Own 

 

This thesis will derive from the definition of guanxi by Pearce and Robinson 

(2000).  The scholars state, guanxi as a relationship network which a person maintains 

through the exchange of gifts and favours in order to reach mutual benefits. Guanxi will 

be viewed from a dyadic angle, two-person guanxi, since it can be stated a personal 

rather than a group commitment is the essence of guanxi (Xin & Pearce, 1996).  

 

2.4 Types and characteristics of guanxi 

Guanxi can both be related to B2B and B2G, thus, there are two different types of 

guanxi in business relationships (Bu & Roy, 2015). The two different types can both be 

linked to operational and economic success among businesses (Luo et al., 2012). In 

contempt of the linkage between the performance and the two types, differences 

separate them (Bu & Roy, 2015).  

 

2.4.1 B2B guanxi 

Luo et al. (2012) define B2B guanxi as multiple connections between different persons 

in different companies. It is valuable for companies to develop B2B guanxi and create a 

network (Bu & Roy, 2015). By investing in B2B guanxi, a company can benefit from 

getting the knowledge about new investment opportunities, reduce transaction costs and 

decrease risks (Bu & Roy, 2015; Park & Luo, 2001). Therefore, is of great interest to 

cultivate B2B ties with a counterpart where mutual benefits can be withdrawn (Bu & 

Roy, 2015). When a B2B guanxi relationship has been established, Bu and Roy (2015) 
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state that the negotiating power in the relationship is nearly equal between the parties. 

The scholars advance by saying that the transactions involved in a B2B guanxi relation 

often take place on a continuous basis. Luo et al. (2012) suggest that B2B guanxi has a 

more extensive impact on a companies’ operations than the impact B2G guanxi has. 

The cultivation of a B2B guanxi relationship is characterised by gift-giving, trust and 

social interactions. Whereas, it can be seen as giving something back for receiving a 

valuable favour through the relationship (Bu & Roy, 2015; Yau et al., 2000). 

 

2.4.2 B2G guanxi 

Luo et al., (2012) describe B2G guanxi as a connection between businesspeople and 

government officials. The authors accentuate persons within B2G relationships can 

achieve specific knowledge and resources which otherwise could be difficult to access. 

B2G guanxi will also facilitate when negotiating arrangements with different 

governmental bureaus and agencies. These arrangements will facilitate doing business, 

it helps with taxes and product standards (Park & Luo, 2001). By having a strong B2G 

guanxi, companies can receive advantages related to government controlled resources 

such as business licenses (Sun, Wright & Mellahi, 2010). In this relationship, the 

negotiation power is divided differently between the parties since the government has a 

stronger saying than the firm. The relationship is characterized by a hierarchical order, 

which leads to dissimilarities (Bu & Roy, 2015). Luo et al. (2012) state that the B2G 

guanxi relationships have a more influential effect on economic outcome of the 

company. Furthermore, the relationship can be viewed as more sensitive in its nature 

compared to a B2B guanxi relationship (Bu & Roy, 2015). 

 

The need to cultivate a B2G guanxi relationship is essential for a company since it leads 

to valuable favours that are hard to obtain from elsewhere (Bu & Roy, 2015). However, 

Bu and Roy (2015) explain B2G guanxi relationships as harder to cultivate since the 

interaction between the two parties take place less frequently than the interaction in 

B2B guanxi relationships. The significance of B2G guanxi has decreased due to the 

improved institutional environment in China (Luo et al., 2012). Bu and Roy (2015) state 

that both types of guanxi relationships are out of interest for managers and both have 

their own specific contribution. The common core of B2B and B2G guanxi is that they 

are interpersonal relations. Hence, focus should be on B2B guanxi relationships since it 

is considered to have a higher value (Bu & Roy, 2015; Luo et al., 2012). 

 

2.5 Building stages of guanxi 

According to Vanhonacker (2004) there are four steps to consider when building a 

guanxi network, those are: targeting, scouting, signalling and packaging. Yeung and 

Tung (1996) mean that the process of building guanxi consist of two persons building a 

basis of familiarity to enable the consequent development of relationships. The gap 

between the two persons will become bridged and the former unrelated individual will 

become a part of the inside circle of the other person (Su & Littlefield, 2001; Yeung & 

Tung, 1996). 
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2.5.1 Targeting 

In the first step of building guanxi, which according to Vanhonacker (2004) is called 

targeting, one shall identify a person that one wants to build a relationship with. Who 

this person will be depends on the objective of the relation. Thus, the first thing to do is 

defining the objective with a strategic view rather than with an “as-needed right now” 

perception. Therefore, when identifying the target person, focus should be on a long-

lasting relationship. The author states that a long-lasting relationship has more value, as 

the person, or target, could bring more than one favour (Vanhonacker, 2004). The 

definition of a favour that will be exchanged in the relationship varies and can be 

intangible such as information or advice, or tangible such as gifts and jobs. All favours 

have the same value and there is no rule for what is being exchanged. Instead, the 

circumstances in the relationships decide what is appropriate (Fan, 2002). Nevertheless, 

Su and Littlefield (2001) highlight the matter of time, when a favour is given with the 

right timing it tends to be received with more gratitude. Wong (1998) means that one 

should encourage others to owe favours, to be able to use them when needed. Another 

positive aspect of a long-term relation is that it gives a better understanding of guanxi 

network and helps one to figure out how to secure help, protection and support in the 

future (Vanhonacker, 2004). Yeung and Tung (1996) also claim that guanxi is preserved 

and supported by continuous and long-term association and interactions.   

 

2.5.2 Scouting 

The second step involves finding a common basis for a relationship and determine if 

intermediaries will be necessary to use (Vanhonacker, 2004). It is suggested that guanxi 

mainly rely upon shared identification with family, hometown or other common bases. 

The possible shared basis differs enough that people who are motivated to build guanxi 

can find a common basis (Pearce & Robinson, 2000; Xin & Pearce, 1996). It is the 

common basis that provides the familiarity on which a guanxi relationship can be built 

upon (Vanhonacker, 2004; Yeung & Tung, 1996). The familiarity is what helps create a 

barrier against competitors and rivals, as well as offers certainty and trust between the 

parties (Vanhonacker, 2004). Even though the common basis often is built before one 

enters the Chinese market or society. Guanxi relations and networks has an open 

composition and which is lucky for Western people conducting business in China. The 

Chinese businesspeople do not exclude anyone before assessing them, they are practical 

in that sense as they are always trying to extend their networks (Vanhonacker, 2004). 

But, there is still a need to either build or define a common base for the relationship, 

familiarity can be built upon business interest or personal interest. If it cannot be built 

one can try to find intermediaries that have links to the target person (King, 1991; 

Vanhonacker, 2004).  

 

2.5.3 Signalling 

The third step in Vanhonacker’s (2004) theory is signalling. When the draft or plan for 

the network or relation is established, a signal that one is interested of building a 

relationship with the target should be sent. The best way to conduct signalling is in the 

context of a social event. The target could be invited with an appointment to visit the 

company or to a meeting with other guests when important people from the business are 
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in town (Vanhonacker, 2004). The latter option can only be chosen if the guests have 

equal rank in the Chinese hierarchy. The solution is to find a social context that is 

natural, where the target can attend without raising any doubt or distrust. This step 

shows the sincerity, integrity and trustworthiness of the person. Furthermore, it is 

crucial to select the right and appropriate signal as it could threaten the possible relation 

or one could make the target lose face because the person ought to decline the invitation 

(Vanhonacker, 2004). Wang et al. (2005) state the connection between guanxi and 

mianzi, where the latter stands for face. Mianzi is related to showing respect for another 

person, their social status and reputation in society. To maintain face is essential when 

building guanxi, because it stands for trustworthiness. The scholars claim it is even 

more important to give face than to care for ones’ own. Losing face will affect the built 

up guanxi relationship since it means running out of trust and will be harmful to ones’ 

social status and reputation (Wang et al., 2005). 

 

2.5.4 Packaging 

The fourth step in the model is packaging, which is done when the signal has been 

received and a link has been built (Vanhonacker, 2004). To be able to request a favour 

or help, one must package the relationship properly. This should be done in order to not 

raise doubt or distrust, the target should not think that one seek a purely strategic 

relationship (Vanhonacker, 2004). According to King (1991) guanxi building can be 

seen as an ego-centred social engineering of relationships. The builder and initiator of 

the relationship should have in mind the ethical and core values of a proper guanxi 

relationship. At last, the initiator can give the target a hint of what they want to be 

achieved (Vanhonacker, 2004). 

 

2.6 Management strategies 

Once guanxi is developed between the parties, it is out of importance to cultivate guanxi 

so the relationship can continue to flourish (Yau et al., 2000). To cultivate the 

relationship can be considered as a form of social investment according to Yau et al. 

(2000). The authors accentuate once a relationship is developed, it will be advantageous 

but require time to maintain. Furthermore, cultivating guanxi relationships should be 

seen as a part of a company’s basic marketing strategy due to the high demand of 

resources it requires and the time needed to develop it (Yau et al., 2000). Yau et al., 

(2000) suggest that a lasting relationship is based on bonding, trust, empathy and 

reciprocity. These factors are what is needed to cultivate guanxi. 

 

2.6.1 Bonding 

In order to create a solid foundation for the relationship to grow upon, the two parties 

need to bond. It is essential since it works as controlling social and business behaviour 

in the Chinese society, by decreasing doubt and showing similarities between the actors 

(Yau et al., 2000). Chinese divide people into different categories, which could be 

perceived unfamiliar to Westerners. People are treated according to their category. 

Which category a person belongs to depends on the base. There are two bases, the first 

one is addressing relatives and family members, the second one stands for social and 
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include work colleagues and neighbours. Thus, it is not stated that people outside these 

bases are not able to create long-lasting relationships. Instead Yau et al. (2000) suggest 

cooperation and joint actions can act as a base and remove doubt through developing a 

bond. 

 

The essential goal, is for Westerners to construct relationships with a base of familiarity 

to overcome the differences between the parties. This will be done by becoming a part 

of the inner social circle and potentially attain a favourable position to enter the Chinese 

market (Björkman & Kock, 1995; Yau et al., 2000). Strong social bonds emerge from 

trust and parties acting accordingly to mutually accepted rules and norms (Björkman & 

Kock, 1995; Dwayer, Schurr & Oh, 1987). 

 

2.6.2 Reciprocity 

Guanxi relationships are maintained through favours. Knowing when and how to return 

favours are important for the relationship. The significance of reciprocity is based on “to 

return” (Yau et al., 2000) where both parties in the relationship are expecting the same 

type of favour exchange (Wong et al., 2007). An example is when a supplier is giving a 

special price to a customer, and in return knowing that future purchases by the customer 

will take place (Yau et al., 2000). Reciprocity, in the Chinese context, is considered to 

be a part of a social investment according to Yau et al., (2000). Favours done for others 

are expected to be returned in the future (Wong et al., 2007). The authors also describe 

reciprocity as morally binding and it is crucial for the relationship that favours are 

returned. Otherwise, ones’ reputation in the industry may be harmed by being viewed as 

untrustworthy. Furthermore, someone who is not willing to return a favour will also lose 

face (Hwang, 1987; Yau et al., 2000). 

 

Yau et al. (2000) point out the different perceptions between how Chinese and 

Westerners experience reciprocity. Yum (1988) describes the difference as Westerners 

being keener to view business relationships as short-term in comparison to Chinese 

where relationships are recognized to last forever. The author argues the different views 

can cause troubles. The fact that Westerners are more willing to repay a favour as soon 

as they have received theirs to ease their conscious show the different perceptions. 

Chinese believe it should not be done immediately but more important at the right time, 

meaning when both parties will benefit from it or when the recipient is in need of it 

(Yum, 1988). 

 

2.6.3 Trust 

According to Moorman, Deshpand and Zaltman (1993) trust is described as two persons 

feeling confident in each other. When it comes to manage a relationship, it is essential 

to attain a high degree of trust among the actors. When the actors find one another 

trustworthy, there is a large chance the relationship will last for a long time (Moorman 

et al., 1993.). Zand (1979) argues the majority of Westerners see trust as a way of acting 

to gain useful information from its counterpart. Additionally, to reassure that the other 

party does not take advantage of oneself. In the Chinese context, trust is often perceived 
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different according to Yau et al. (2000) and is seen as something shared with family 

members and relatives. The trust among them belonging to the inner circle implies 

unconditional protection and loyalty and is not anticipated to be “paid back”. The 

relationship one has with family and relatives has the highest degree of trust. Therefore, 

the scholars (Yau et al., 2000) claim it is very important for Chinese to create trust 

before getting further involved in the relationship. It is of great value that Chinese can 

feel the counterpart exuding trustworthiness. Trust is essential for a rewarding 

relationship, since it is considered more vital for Chinese businesspeople than the 

impact legal contracts have. It also serves as a stability factor in exchange relationships 

(Yau et al., 2000). 

 

A sign of bonding and trust is when information is shared which can be perceived as 

unfamiliar for Westerners because they tend to see information sharing as a sign of 

collusion (Yau et al., 2000). When doing business in China, Western businesspeople 

should remember that one is a stranger. Therefore, one is entitled to make the initial 

commitment to reassure the common interest and effective cooperation (Yau et al., 

2000) When relationships get turbulent, trust is crucial to stabilize the relationship 

(Nooteboom, 1996). Creating and preserving a trustworthy profile involves high 

transaction costs, which are often worthwhile to maintain a long-lasting profile with the 

Chinese counterpart (Yau et al., 2000). Björkman and Kock (1995) indicate the high 

importance and value of developing personal trust in China, compared to other 

countries. 

 

2.6.4 Empathy 

Empathy is valued by Chinese businesspeople and it is necessary to get personal with 

each other (Yau et al., 2000). Accordingly, sharing feelings and personal concerns will 

strengthen the relationship (Yau et al., 2000). It is fundamental to understand the other 

parties’ feelings and know what they require. Although, Chinese value empathy in a 

relationship, it is unusual to communicate ones’ feelings and opinions openly. Yau et al. 

(2000) highlight that what is said usually is less important than what is not. 

 

2.6.5 Social interactions 

The above presented factors all affect management of relationships with a guanxi tie 

(Yau et al., 2000). Trust and commitment to interpersonal relationships is what initiate 

guanxi. Hence, not all guanxi can be considered as useful.  The usefulness of guanxi is 

decided by the degree of intimacy in the relationship (Hwang, 1987; Su & Littlefield, 

2001). Attending social interactions to show willingness for bonding, reciprocity, trust 

and empathy is important. According to Yau et al. (2000) and Chen and Chen (2004) 

these activities can be:  

• Holding informal discussions 

• Giving gifts 

• Hosting or attend dinners (wine and dine) 

• Offering non-business favours 

• Practicing social interaction 
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Social interaction is seen as a management strategy when it comes to guanxi 

relationships (Yau et al., 2000). The fundamental thought with guanxi is mutual 

exchange which takes place between two persons that are doing the exchange for a 

specific purpose (Fan, 2002). Chinese consider there are three categories of what can be 

exchanged: qinqing represents affection to the loved ones, ganqing stands for 

exchanging emotions with friends and renqing represents human depth to familiarize 

(Fan, 2002). All three terms are connected to human feelings but are different in nature 

and intensity (Fan, 2002). It is highly relevant for Westerners to participate in social 

interaction and by doing so, amplify their influence. The participation serves to show 

feelings of familiarity, friendship and social support to enhance the relationship. 

Sentiments towards each other will be developed when the relationship is nurtured 

outside business hours. Dinners are emphasized as a management strategy in the 

Chinese context, where both attending and hosting will cultivate the relationship. By 

attending a dinner, one show willingness to bond with the group (Yau et al., 2000). This 

is the perceived “wine and dine”-part of the relationship (Pearce & Robinson, 2000).  

 

Fan (2002) argues when the social exchange increases in the relationship, it will lead to 

further development. Furthermore, Yau et al. (2000) declare that one must start with 

creating a personal relationship with the counterpart. The scholars state it can be done 

through informal discussions. Both parties are given the opportunity to share their inner 

feelings and communicate personal secrets. This indicate sincerity and frankness to 

Chinese businesspeople. To set aside time for informal discussions, where more 

personal feelings are discussed, is a sign of commitment to the relationship (Yau et al., 

2000). Vanhonacker (2004) describes it as more important to value what one knows 

about their counterpart, instead of just knowing it is an important person. 

 

Gift-giving is also an important activity to nurture and cultivate a relationship. Gifts are 

considered to develop a closer bond between the persons and represents respect and 

goodwill (Fan, 2002; Yau et al., 2000). If not handed over at the right time and 

occasion, they will get another significance. To make gifts a contribution to the 

relationship, one must know when to give gifts and on what occasions. Typical events 

when gifts are given are Chinese New Year or anniversaries to show a personal concern 

without relating to business. Knowing when to present a gift is crucial since giving gifts 

for no reason is recognized as inelegant (Fan, 2002). 

 

Vanhonacker (2004) declares it as vital to keep cultivate the relationship after reaping 

what was wanted. It demands an understanding regarding what it takes to maintain, and 

the obligations that come along when establishing social connections (Vanhonacker, 

2004). The thought that the work is done once the relationship is established is common 

among foreign businesspeople according to Vanhonacker (2004). The scholar highlights 

this as troublesome since there is a belief that one can call in a favour when necessary 

without maintaining the relationship. Therefore, Vanhonacker (2004) argues that guanxi 

should be seen as a social capital where Western businesspeople need to invest. 

Furthermore, Fan (2002) describes maintaining guanxi relationship as a savings account 
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where money will be deposited and when it is needed, money, or in this case favours, 

can be withdrawn from the account. 

 

2.7 Risks and benefits of guanxi 

Guanxi is viewed as an important factor for people who conduct or shall conduct 

business in China. The phenomenon itself can be seen as a benefit (Chen & Chen, 2004; 

Davies et al., 1995; Pearce & Robinson, 2000). The importance of creating guanxi and 

trust are high but even though, it often includes risks and costs (Kriz & Keating, 2010). 

One will face difficulties when making the initial commitment and will realize people 

have a hard time showing trust in the initial stages. A risk is also that trust may break 

down once it is created, it is not certain it will always stay (Nooteboom, 1996; Su & 

Littlefield, 2001). Ivanova and Weck (2013) claim that a benefit with business relations 

is lower costs and an increased value when managed correctly and used for a longer 

period. If a guanxi relation is wrongly interpreted, it can increase the chances of not 

being able to build valuable relationships in China (Davies et al., 1995, Pearce & 

Robinson, 2000). Davies et al., (1995) claim that guanxi ties provide useful information. 

Wu et al. (2016) confirms this when arguing that companies are able to gain beneficial 

resources through their guanxi networks. Fan (2002) state that the network gives more 

resources for one to dispose. When used in the right way, guanxi networks can have a 

positive impact on the companies’ financial outcome (Yeung & Tung, 1996). 

 

The perceived risks with guanxi are according to Kriz and Keating (2010) that it 

requires a lot of time and resources to develop, thus becomes costly. Furthermore, it is 

stated by Smith et al., (2011) and Kriz and Keating (2010) that the concept is 

complicated. When interpreted, and used in the wrong way, it can be perceived as 

misleading or even as corruption or bribery, which could be harmful for companies and 

interpreted as a fine or a sanction (Davies et al., 1995). Western people can see guanxi 

as “taking advantage” of others, which according to morality, is rather unethical. But, 

the Chinese people consider “taking advantage” of relations creates obligations of 

returning favours at a later time, and when fulfilling the obligation, one is viewed as 

ethical (Vanhonacker, 2004). 

 

Benefits with guanxi According to 

Lower costs in the long run Ivanova & Weck, 2013 

Provides useful information Davies et al., 1995; Wu, et al., 2016 

Ability to gain beneficial resources Fan, 2002; Wu, et al., 2016 

Positive impact on financial performance Yeung & Tung, 1996 

Easier to build relations in China Davies et al., 1995; Chen & Chen, 2004 

Table 2: Benefits of guanxi. Source: Own 
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Risks with guanxi According to 

Time consuming and costly Kriz & Keating, 2010 

Harmful when interpreted incorrectly, 

perceived as bribery or corruption 

Davies et al., 1995; Pearce & Robinson, 2000; 

Smith et al., 2011; Kriz & Keating, 2010 

Needs resources to build and maintain Su & Littlefield, 2001; Noteboom, 1996 

“Taking advantage” of others Vanhonacker, 2004 

Table 3: Risks with guanxi. Source: Own 

 

2.8 Theoretical synthesis 

 
 

Figure 1: Theoretical synthesis. Source: Own 

 

The theoretical findings from the existing literature have shown that building guanxi is 

nearly a prerequisite for conducting business in China. The building stages (targeting, 

scouting, signalling and packaging) have been divided into four different stages which 

one should pursue when building relationships in China. The management strategies 

(reciprocity, trust, empathy and social interactions) presented are deeply rooted in the 

Chinese culture and therefore it affects the process of building and managing the 

business relationships. The management strategies are used to ease the building process 

as well as the maintenance of the relationships. The process of building and managing 

guanxi relationships comes along with the presented risks and benefits. A connection 

between business and social networks is found, and the outcome of the relationship 

differs according to what one invests. Furthermore, the risks and benefits are a 

fundamental part of building and cultivating guanxi networks. The theoretical synthesis 

demonstrates how all these factors are linked and affect each other.  
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3 Methodology 

In this chapter, the methodological framework will be explained and accounted for. The 

framework has been chosen to conduct this study in an appropriate way. Firstly, the 

chapter will present the research approach. Thereafter, the selected research method 

and the types of data collected as well as the procedure to do so will be accounted for. 

This is followed by a presentation of the operationalisation and method of data 

analysis. The chapter ends with a discussion of quality and method criticism.  

 

3.1 Deductive approach  

There are two general research approaches, the inductive and deductive approach 

(Hyde, 2000). These can show the correlation between theory and empirical data. By 

using either the inductive approach or the deductive approach, new knowledge can be 

gathered (Hyde, 2000). The two general approaches differ from each other. Thomas 

(2006) along with Elo and Kyngäs (2008) state that the inductive approach arises from 

empirical data where concepts or themes have emerged from, due to interpretations by 

the researcher. There is no need to have a general frame or an assertive theory since 

observations will contribute to the generalisations in a theoretical frame (Andreewsky & 

Bourcier, 2000; Kovács & Spens, 2005). Thomas (2006) continues by describing that in 

the inductive approach, no structured methodologies are used causing restraints for the 

researcher. Elo and Kyngnäs (2008) recommend the inductive approach to be used 

when there is limited knowledge regarding the phenomena. Nevertheless, it is argued 

that the inductive approach is not as strong compared to other analytic approaches and 

easily reproducible (Thomas, 2006; Overmars Verburg & Veldkamp, 2007) but 

Creswell (2013) claims the inductive approach to be able to withhold the richness of the 

phenomena better compared to the deductive approach. 

 

Contrarily, a deductive approach aims to see whether existing theory applies to the 

concepts accounted for in ones’ empirical findings (Hyde, 2000). The established theory 

is composed by the researcher and is a ground to see whether the collected data 

strengthen or dismisses the theories or assumptions accounted for in the presented 

theory. (Kovács & Spens, 2005; Thomas, 2006). Subsequently, it can be seen as a 

theory or hypothesis testing process where the concepts are being tested in a different 

context than previous research has tested it. Furthermore, the concepts will be 

operationalized with the intention to test theory (Ali & Birley, 1999; Elo & Kyngnäs, 

2008; Hyde, 2000; Thomas, 2006). In this study, theories will be accounted for and 

further on, matched with empirical findings to find differences or similarities. By using 

a deductive approach, usage of previous researchers’ work can contribute to the 

formation of the intended study. But some scholars (Ali & Birley, 1999; Mintzberg, 

1979) point out that the deductive approach falls short since it only serves to see if there 

is a connection between the existing theory and collected empirical data or not. 

 

In addition to the inductive and the deductive approach, researcher can adopt an 

abductive research approach, which is a combination of the two mentioned approaches 

(Gummesson, 2000). Data is gathered at the same time as the researcher creates a theory 
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which makes it possible to go back and forth between the empirical data and the theory 

building. This is done in order to modify the theories in accordance with the unforeseen 

empirical observations (Dubois & Gadde, 2002). However, Gummesson (2000) express 

the importance to not see the abductive as a third approach. Abduction is characterized 

by creating new knowledge within a new conceptual framework through organized 

creativity leading to additional comprehension regarding the phenomenon (Andreewsky 

and Bourcier, 2000; Dubois & Gadde, 2002). Dubois and Gadde (2002) further argue 

that by using abduction, the researcher can take advantage of existing theories as well as 

the systematic gathering of empirical data.  

 

Based on the argumentation provided and the character of this thesis, a deductive 

approach will be applied since the thesis derives from a theoretical framework, more 

than an empirical one. The aim is not to create new knowledge, but instead test existing 

theories in a new context. By taking advantage of already existing theory, the thesis will 

present a thoroughly literature review that will contribute to essential concepts for the 

study. When using the deductive approach, authors use theory and match it with 

empirical findings. Afterwards, their own view is applied. This thesis will be built in 

this manner.  

 

3.2 Qualitative method  

Holme, Solvang and Nilsson (1997) along with Alvesson and Sköldberg (2008) argue 

that the research method shall be based upon the research question as well as the 

purpose of the thesis. Those two factors determine if the study should have a qualitative 

or quantitative approach, which are the two different acknowledged methods (Saunders, 

Lewis & Thornhill, 2009). Quantitative research is based on the measurement of 

numbers or amounts. Thus, it is used when the phenomena can be formulated in 

quantities and where the researcher wants to measure or explain a phenomenon in order 

to see patterns. Qualitative research is based on less formal factors, and is used to 

understand a phenomenon (Dhawan, 2010; Saunders et al., 2009). Qualitative studies 

are used when the researchers want to acquire a deeper knowledge about a phenomenon 

through observations and interviews, and is more suitable when the research question is 

about “how” and “why” (Fischer & Parmentier, 2010; Hyde, 2000). 

 

The purpose of this study is to acquire a deeper knowledge about a phenomenon, and as 

our research questions starts with “how”, the qualitative method has been chosen due to 

the earlier stated benefits (Alvesson & Sköldberg, 2008; Fischer & Parmentier, 2010; 

Holme et al., 1997; Hyde, 2000; Saunders et al., 2009). If a quantitative method was 

chosen, a deeper knowledge could not be attained. The risk of missing specific 

experiences from interviewees would be visible with that choice of method as the 

richness of the data could be lost (Fischer & Parmentier, 2010). How companies, and 

our respondents, have experienced and handled the phenomena will surely differ, and 

that information is of value for this thesis. Thus, the authors perceive the qualitative 

method as the most suitable. Huberman and Miles (1986) argue that the qualitative 

method offer the researcher favourable explanations and connections, which the authors 

of this thesis desire to attain. 



  
 

23 

 

Comparatively, the quantitative method is not as flexible as qualitative, the flexibility 

that the qualitative method offers allow the researchers to find new areas of interest 

(Saunders et al., 2009). The authors furthermore state that qualitative method provides 

the chance of finding valuable insights, as the method offer a closeness to the 

respondents where flexibility is important. Quantitative method is often used in larger 

studies when the researcher desires to measure a phenomenon (Denscombe, 2014).  

Qualitative is used to understand something through social interactions and interviews 

with people with experiences (Dhawan, 2010; Holme et al., 1997). Furthermore, as 

Denscombe (2014) states, qualitative studies are often conducted on a smaller 

population. Thus, they can be perceived as less representative than quantitative studies. 

Even though this is a disadvantage with the chosen method, the authors of this study 

still believe that a qualitative method is the best choice for the thesis. This thesis will be 

conducted in an exploratory nature, where the authors need the richness and details that 

the closeness with the chosen method provides. In this thesis, personal experiences are 

of interest to gather the empirical data needed to answer the research questions. 

 

3.3 Research design  

Merriam (1994) argues that the research design is a plan for how to collect, organize 

and integrate information. Thomas (2011) as well as Merriam (1994) explain that 

research can take many forms and have different designs depending of what the purpose 

of the study is. According to Thomas (2011), designing a study should be similar to 

designing anything else; start with a purpose, followed by a plan of how to accomplish 

it. Denscombe (2014) declares that there are multiple alternatives of research designs to 

choose from. The different alternatives are; case study, action research, comparative 

research, survey and sampling, history or experiment to mention some (Denscombe, 

2014; Thomas, 2011; Yin, 2014). The choice of design will be linked to the purpose of 

the study, as stated by Thomas (2011). When having one or more main research 

questions which are “how” or “why”, Yin (2014) suggests that a case study research 

would be the preferred model. The author also argues for the choice of a case study 

when the purpose is to understand a present and actual phenomenon. A case study 

design is according to Merriam (1994) a good choice to understand and interpret 

observations, especially when it is done with a qualitative method. In this thesis, the 

research questions are “how”-questions and the purpose of the study is to get a profound 

understanding about a phenomenon. Therefore, a case study design was chosen. 

 

3.3.1 Case study design 

Thomas (2011) claims that case studies are about specific elements, rather than general. 

Denscombe (2014) argues, when using case study design, researcher go deeper into the 

phenomena and describes it more in detail. There are two variants of case studies, 

single-case studies and multiple-case studies (Merriam, 1994). This study contains more 

than one case, and is therefore a multi-case study (Thomas, 2011; Yin, 2014). Focus is 

not on the case, it is rather on the phenomenon, where the cases serve as examples 
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(Thomas, 2011). In this thesis, the cases contribute with knowledge and experiences 

which could clarify the phenomenon. 

 

In a multiple-case study the author does more than one case study, in order to be able to 

gather and analyse information from various sources (Merriam, 1994). A multiple-case 

research can be viewed as more convincing and robust than a single-case study 

(Thomas, 2011; Yin, 2014). When doing a study with more than one case, researchers 

are able to compare the findings from the cases and find links, as similarities or 

differences (Merriam, 1994). The comparison that can be made is in focus in this study. 

The importance is to acquire a profound understanding and present a general result 

about the phenomenon. As the study is made under a limited period of time, this must 

be taken into consideration. The number of interviews conducted are therefore limited. 

The number is satisfactory due to the circumstances provided. The authors will not 

present or try to figure out a universal view regarding the phenomenon. The aim is to 

attain knowledge and understanding. Hence, a multiple-case study is suitable as it 

provides different angles.  

 
3.3.2 Sampling 

According to Burgess (1991), there are many persons and companies which could be 

interviewed and there are infinite numbers of documents to read. The author therefore 

states that the researchers must first and foremost decide what and who to study. The 

researchers select units to study, called a sample (Merriam, 1994). Samples in research 

should be viewed as a sample of a wider population, whereas the population is all the 

people one is interested in (Thomas, 2011). Merriam (1994) argues there are two 

different types of sampling, probability and non-probability sampling. The latter one 

being most suitable with a qualitative case study. According to the author, probability 

sampling allows researchers to generalize their findings from the samples on to the 

whole population where the samples derive from. In this thesis, the aim is not to 

generalize findings. It is to acquire a deeper knowledge about a phenomenon, therefore 

a non-probability sampling will be applied. According to Merriam (1994) there are 

different techniques of sampling to choose from when performing non-probability 

sampling. One type being purposive sampling, where the interviewees are hand-picked 

for the topic (Denscombe, 2014; Merriam, 1994). The interviewees can be chosen due 

to relevance or knowledge about the topic (Denscombe, 2014). Purposive sampling is 

often chosen when the aim is to explore, understand and gather knowledge 

(Denscombe, 2014; Merriam, 1994). 

 

The purposive sampling technique has been chosen to find and select interviewees and 

companies suitable for the study. To find suitable cases, criteria have been developed to 

limit the sampling to companies and interviewees who apply to these. The purposive 

sampling technique is used when the researcher choses the most suitable respondents 

because of their attributes (Denscombe, 2014). In this thesis, the criteria are:  

 

 

 



  
 

25 

The companies must... 

1. be Swedish 

2. be active in the Chinese market 

 

The interviewees from these companies must… 

1. be Swedish 

2. travel to or live in China for work or meet Chinese businesspeople regularly 

3. have experience in Swedish national and business culture 

4. have experienced the Chinese business culture 

 
3.3.3 Cases 

Due to the criteria mentioned in the former section, all the firms are Swedish and active 

in the Chinese market. The interviewees all regularly travel to China, or are situated in 

the country. The following companies and interviewees have been selected to collect the 

empirical data from: 

 

Company Interviewee Length of 

interview  

Type of interview 

Date of interview 

ABB Oscar Wahlberg 

Area Sales Manager 

50 minutes Skype 

170426 

Company X Anonymous interviewee 

VP Human resources 

35 minutes Skype 

170427 

Clas Ohlson Göran Melin 

Chief Financial Officer 

31 minutes Lync 

170504 

Kinnarps  Alexander Tavs 

Strategic Purchaser 

30 minutes Telephone 

170428 

NORDEN 

Machinery 

Lars Hammarstedt 

Sales Director 

54 minutes Face-to-face 

170425 

Table 4: Cases. Source: Own 

 

3.4 Data collection 

Data comes in different forms such as informal conversations or discussions 

(Gummesson, 2000). Data can also arise from ongoing processes such as plans or 

reports (Gummesson, 2000). It can be argued that data is either concrete and measurable 

or invisible and challenging to measure (Merriam & Tisdell, 2016). Whether data is 

presented in a written form or orally, do not decide the importance of it. The essential 

part is how the researcher interpret the data and decide to transform it into information 

not (Gummesson, 2000; Merriam & Tisdell, 2016). Merriam and Tisdell (2016) 

describe data collected through words as qualitative and data collected in number forms 

as quantitative. To answer the research questions, there are two distinctive procedures, 

primary data and secondary data collection (Saunders et al., 2009). According to 

Saunders et al. (2009) researchers often focus on collecting primary data for the specific 

purpose and ignore the contribution that secondary data can offer the study. 
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3.4.1 Primary data 

Primary data can be described as new data (Saunders et al., 2009) which is being 

communicated by the person who experienced the phenomena of interest (Merriam & 

Tisdell, 2016). According to Merriam and Tisdell (2016), the most valuable primary 

sources are those where a qualified person in relation to the phenomena delivers 

knowledge, thoughts and experiences. Interviews and observations are the most 

frequently used strategies to collect primary data when a qualitative method is chosen 

(Merriam & Tisdell, 2016). Interviews as a data collection strategy focuses explicitly on 

collecting reliable and accurate data related to the research questions (Merriam & 

Tisdell, 2016; Saunders et al., 2009). Thus, how the interview is conducted with the 

respondent can have an impact on the collected data (Saunders et al., 2009). When 

conducting interviews, it is possible to observe feelings, behaviours and how the 

interviewee experiences the environment. These factors could enhance the quality of the 

empirical data (Merriam & Tisdell, 2016). Face-to-face is the most frequently used form 

of interviewing, yet group interviews are also being used. With the help of technology, 

it is common to conduct interviews via Internet with the assistance of information 

communication technologies and computer mediated communication. Examples of this 

is through Skype, email or telephone which can provide a similar interview situation as 

face-to-face interviews (Merriam & Tisdell, 2016).  The primary data for this study will 

be collected through face-to-face, Skype and telephone interviews the choice of 

conducting interviews goes in line with the qualitative method which is chosen for this 

study. Furthermore, the interviews can provide additional insights into the topic. The 

interviewees can communicate feelings and experiences regarding the subject in a 

valuable way. Thus, it is to be seen as an additional contribution to the study, that will 

provide supplementary data. Interviews will therefore be used to gather primary data 

and are conducted during two weeks. 

 
3.4.2 Secondary data 

Saunders et al. (2009) claim that secondary data is forgotten as a contribution to the 

study. The authors describe secondary data as data which have been gathered for 

another purpose and by reanalysing the data, it can be used again but in another context. 

Merriam and Tisdell (2016) specify secondary data as articles, books and online internet 

sources. The secondary data used in this study is solely data from the companies’ 

webpages which has been collected to be able to establish a complete company 

description. All the data will be treated as a contribution to the study since the data is 

put in a new context. 

 

3.4.3 Structure of interview 

Interviews are an outstanding tool when in need of gathering specific and reliable data 

that are linked to the study’s objectives and research questions (Saunders et al., 2009). 

Interviews are to be seen as a data collection mode where the case study participant 

shares information orally with the researchers (Yin, 2014). Interviews tend to differ in 

constellation and can be categorized as structured, semi-structured and unstructured 

(Saunders et al., 2009).  According to Merriam (1994), a structured interview is 

characterized by questions set up in advance that need to be followed in a correct order. 
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The researchers are not entitled to deviate from the interview guide (Merriam, 1994). 

Saunders et al. (2009) identify structured interviews as standardised, semi-structured 

and unstructured interviews as non-standardized. The authors outline semi-structured 

interviews as with questions in no particular order. With guidance from questions, a 

conversation between the attendants develop, which is distinctive for each one of the 

interviews (Yin, 2014). The aim is to cover all themes and questions related to the study 

(Saunders et al., 2009). In unstructured interviews, Merriam (1994) states that no 

preparation of questions is made. Instead, focus lies on developing an intense 

conversation. The scholar clarifies unstructured interviews as mainly used when there is 

a lack of knowledge about the topic, thus no specific questions can derive on 

beforehand. The choice for this study is semi-structured interviews, since development 

of a discussion is wanted. With the help from open questions, the interviewee can tell a 

story containing experiences and opinions. Through the discussion, the questions related 

to the study will be covered without being asked. Furthermore, the flexibility will 

contribute to valid questions being asked with relevant follow-up questions depending 

on the answers.  

 

In order for the participants to prepare for the interviews, the main questions were sent 

to each one of them. This was done to attain more qualified replies where an insight into 

the topic was given. A detailed interview guide (see Appendix A) was used by the 

authors to reassure that all topics were covered. As the study demands specific criteria 

regarding the participants, only one interview was conducted face-to-face and the others 

by telephone, Skype or Lync, due to logistics and time constraints. The knowledge and 

experiences of the interviewees was valued higher than to meet in person. Louise 

Barriball and While (1994) argue that interviews face-to-face generate valuable non-

verbal indicators and attitudes which otherwise could be lost. Thus, Merriam and 

Tisdell (2016) claim that with today’s technology, these indicators can still be 

preserved. With the help from web cameras, the authors of this study claim that the 

indicators could still be sustained. If not possible, the knowledge of the respondent was 

more important than observing the indicators. The interviews were conducted between 

April 25th and May 4th  ,2017 and lasted between 30-60 minutes.  

 

3.5 Operationalisation 

The type of data collection technique to use is decided based on theoretical orientation 

and the purpose of the study (Merriam & Tisdell, 2016). It plays an essential part when 

creating an interview guide and when connecting the planned interview questions to the 

literature review. A thorough literature review of the existing theoretical material has 

been conducted. By knowing what has been written regarding the topic, a creation of 

questions which are grounded in the literature can be stated. When the formation of 

questions is guided by the literature review, more narrow and focused questions are 

developed (Jacob & Furgerson, 2012). To see the relation between the literature review 

and the “real world”, the questions need to be operationalised so the theoretical concepts 

do not remain abstract terms and it can be showed how it is linked together. To connect 

the involved theoretical framework to the “real world”, an operationalisation will be 

presented where the interview questions are linked to the theoretical framework.  
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Concepts 

 

Section 

 

Purpose of questions 

 

Business network 

 

A 

To gain knowledge about how the business 

network affects business operations in China as 

well as attain information about the 

dissimilarities one meet.  

 

History, definition 

and types of guanxi 

 

B, C, D 

To see how the Chinese culture affects the way 

people conduct business in China.  

 

Building stages of 

guanxi 

 

E 

To see how companies build their B2B 

relationships in China from a Swedish 

perspective. The answers to these questions can 

be linked to the different building stages 

presented in the literature review.  

 

Management 

strategies 

 

F 

This section examines which factors that can be 

seen as management strategies and their effect 

on the building stages and management of the 

relationship. The answers from the respondents 

will be compared to the theoretical findings.  

 

Risks and benefits 

with guanxi 

 

G 

These questions were asked to see which risks 

and benefits companies perceive with B2B 

guanxi.  

 

General comments 

 In the beginning of the interviews, the 

interviewee was offered full anonymity as well 

as a short summary of the purpose of the study, 

in order to conduct an ethical research. When 

finishing up our interviews it was asked if the 

interviewee had any general comments about 

the presented topic and if there were anything 

that they felt should be addressed.  

Table 5: Operationalisation. Source: Own 

 

3.6 Quality of research 

It is of great interest that research can ensure valid and reliable knowledge in an ethical 

manner (Merriam & Tisdell, 2016) The ability to show how the concepts of the study 

relate to the existing research and provide a fundamental methodology is crucial for the 

study (Saunders et al., 2009). According to Merriam and Tisdell (2016) it is more 

important to present validity and reliability in a qualitative study than in a quantitative 

one, since it is based on assumptions about reality. Therefore, it is significant to look 

further into validity and reliability (Saunders et al., 2009). 
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3.6.1 Validity 

Merriam (1994) defines validity as to what extent the results of the study matches with 

reality. It refers to the methodological rigor one must present to ensure the 

trustworthiness of the study (Denscombe, 2014; Merriam & Tisdell, 2016). 

Furthermore, validity connects to the collected data and whether it goes in line with the 

stated research questions in the study. Thus, it is essential that the researcher assure that 

right questions have been asked to investigate the subject and that the right methods 

have been used (Denscombe, 2014). The validity in qualitative research is difficult to 

judge since it concerns alternative assumptions regarding reality (Denscombe, 2014; 

Kirk & Miller, 1986). It is practically impossible to replicate the exact study and its 

social setting, and audit the quality and the findings of it (Denscombe, 2014) The 

crucial part of validity in qualitative research is that the data does not speak for itself, an 

interpretation must take place (Merriam, 1994). In order to make validity transparent in 

qualitative research, Denscombe (2014) argues there are steps to apply to the research 

with the intention to convince the reader that the data is fairly similar to propriety. The 

scholar continues by clarifying that these steps ensure the reader that the data has been 

examined in accord with good practice but do not serve as a guarantee of validity.  One 

of the steps specified by Denscombe (2014) is respondent validation. After the data has 

been interpreted and compiled by the researcher, the material is checked by the 

interviewees. By doing so, the researchers’ interpretation of their experiences and 

opinions can be confirmed or modified to secure validity (Denscombe, 2014; Merriam, 

1994; Merriam & Tisdell, 2016). Respondent validation will be used in this study to 

ensure the authors have interpreted the collected data in the intended way. The 

importance of respondent validation is high, since it would harm the study and lower 

the trustworthiness if the answers were not interpreted correctly. Since the majority of 

the empirical data is based on the participants’ experiences and the study examines a 

concept in a new context, it is crucial to get an accurate interpretation. 

 

Another step to secure the validity of a study, is through triangulation (Denscombe, 

2014; Merriam, 1994; Merriam & Tisdell, 2016). Through more than one perspective, a 

topic can be better understood (Denscombe, 2014). This thesis is written by two 

authors, where both were present during the interviews. The two authors have 

contributed with their own perspective and interpretations along the process.  The data 

has also been interpreted separately to achieve a better understanding and to reassure 

validity. Merriam and Tisdell (2016) call it collaborative or team research. This thesis is 

a team research where two different perspectives have been applied to achieve a deeper 

insight. It can be argued to contribute to increase the validity of the study. Thus, the 

usage of triangulation can be identified. 

 

3.6.2 Reliability 

Reliability regards to what extent the results of the study can be repeated (Merriam, 

1994). Whether the same results can be obtained if the same research instruments were 

used but by a different researcher (Denscombe, 2014; Merriam, 1994). According to 

Merriam (1994) reliability is a troublesome concept in social science due to the humans’ 

inconsistent behaviour. The scholar elaborates it by explaining that the aim of 
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qualitative research is not to establish rules, but rather to explain how people experience 

the world. Therefore, Denscombe (2014) argues that there is no way of knowing if a 

qualitative study can be replicated and ensure reliability. Despite that, the author 

suggests actions which can be taken to improve the reliability. By motivating and 

describing each of the steps taken in the study, other researchers have a larger chance of 

evaluating and replicating the process. Following how the study was conducted, 

provides a better understanding for how the conclusions were reached and the reliability 

is increased (Denscombe, 2014). To enhance the reliability of this study, each step taken 

has been thoroughly described and accounted for. An understanding develops regarding 

the course of action which make the analysis and conclusion more comprehensible for 

the reader. In addition, the authors of this study obtained guidance on how to conduct 

interviews which is argued by Merriam (1994) to improve reliability.  

 
3.6.3 Transcripts 

The interviews were recorded and transcribed, which Denscombe (2014) states facilitate 

comparisons of data. For that reason, the authors choose to transcribe the interviews. 

With support in Denscombes’ (2014) argumentation that the whole interview does not 

need to be transcribed, but instead one should focus on what is relevant for the 

particular study. The authors have decided to solely transcribe the relevant parts in 

relation to the study. Concluding, the interview guide is to be found in appendix A so 

the reader can view the correlation between the questions asked and the answers 

analysed, giving this study enhanced reliability.  

 

3.7 Method for data analysis 

In a case study, there might be an extensive amount of data and phenomenon to be 

analysed (Merriam & Tisdell, 2016; Thomas, 2011). According to Yin (2014) data 

analysis consists of examining, categorizing or in another way recombine evidence to 

produce empirically based findings. Denscombe (2010) defines the purpose of analysing 

the data, as made for the researcher to acquire a profound understanding about a specific 

matter. According to Thomas (2011) there are no general approaches used to analyse 

qualitative data. Nevertheless, Merriam and Tisdell (2016) in accordance with Yin 

(2014) mean that when carrying out the data analysis in a case study the researchers 

shall begin with bringing the transcripts, notes and the collected data together. The 

second step is organizing the data into an order where the researchers can locate specific 

data during the analysis (Merriam & Tisdell, 2016). Yin (2014) states that although the 

findings might vary across the different cases, the researchers shall attempt to conclude 

a general explanation. As this study contains of multiple cases, it accommodates data 

from several companies and interviews. The empirical findings will be presented case 

wise and by the main concepts (building stages, management strategies and risks and 

benefits) of the thesis. The authors will do a cross-case analysis which shall lead to 

theoretical generalizations from the findings (Merriam & Tisdell, 2016).  According to 

Thomas (2011), such process is the process of constant comparison, where the 

researchers go through the data again and again and compare it to all of the other 

segments. When conducting this type of research, the researchers emerge with themes, 

or as in this study, concepts which summarizes the essence of the data (Thomas, 2011). 
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The author proceeds by stating that finding common themes or concepts are the 

essential building blocks of the analysis. 

 

The empirical findings were collected through semi-structured interviews, the 

transcripts and notes from these have been carefully reviewed by both authors. In order 

to find concepts which can be used to answer the research questions. To simplify the 

analysis, the findings have been presented in categories which match those from our 

theoretical framework. The presentation of data allows the authors to draw conclusions, 

which are accounted for in the following chapter. It can be argued that the authors of 

this thesis have followed the process of constant comparison suggested by Thomas 

(2011).   

 

3.8 Method criticism 

When conducting a qualitative research, one must bear in mind the aspects which can 

question the chosen method. When qualitative research is used, a small, non-random 

sample is selected to partake with the aim to collect in depth data about the topic 

(Denscombe, 2014; Merriam & Tisdell, 2016). Denscombe (2014) and Gummesson 

(2000) question how representative the small sample can be and whether the results 

found in the limited sample can be found in a similar sample. Denscombe (2014) 

proceeds by stating that the results can, therefore, be difficult to generalize. Merriam 

and Tisdell (2016) argue that the goal is not to examine what is generally accurate in 

qualitative research but instead create an in depth understanding about the subject. 

Nevertheless, Yin (2014) presents a way to generalize findings of qualitative studies in 

accordance with analytical generalization. The findings in a qualitative study are 

generalizable to theoretical propositions and not to populations. The researcher 

therefore claims that the results can expand and generalize theories but not show upon 

probabilities among a population (Yin, 2014). Through analytical generalization, an in 

depth understanding about the phenomena and the context can be acquired which is the 

aspiration of this thesis. Subsequently, leading to the generalizations of this thesis 

having an analytical base. 

 

Denscombe (2014) also addresses the problem with objectivity in qualitative research. 

Since the researcher is closely tied to the research instruments, the risk of the findings 

being influenced by the researcher is substantial. It cannot be avoided in any research 

since the data is a result of personal interpretations (Denscombe, 2014). Since the 

authors of this thesis were not extensively familiar with guanxi before starting this 

study, it can be argued that the risk to influence the participants is less. Even though, the 

values and beliefs of the authors will influence the analysis and conclusion of the thesis. 

When conducting and recording interviews, there is always a risk that the sound quality 

is poor. It is followed by the risk of one being unable to hear what is said, which may 

cause data to be lost (Merriam & Tisdell, 2016). To counteract this issue, two recording 

devices were used at each interview and both interviewers took notes. Considering all 

case study participants were Swedish, the interviews were conducted in Swedish to ease 

the communication flow. A translation of the replies was thus needed into English, 

which may have caused an information loss. Through respondent validation, an 
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opportunity to fill in potential gaps was given to the participants to ensure no 

information was lost or faulty interpreted. 

 

The authors of this thesis have assumed that one large, national culture is applicable for 

whole China. Due to the large size of the country, this may not be the case. Lawler 

(2009) argues that China has an ancient history of many different cultures in the country 

which have influenced the creation of regional subcultures. Still, Fan (2000) argues that 

even though these subcultures exist, there are certain core cultural values which are 

shared among people all over China. The researcher states guanxi as one of the values 

(Fan, 2000) and therefore, no specific region has been taken into consideration. 

 
3.8.1 Ethical considerations 

Society provides limits towards the researcher, whereas the most obvious limit is 

research ethics (Denscombe, 2014). Research is to be made in accordance with norms of 

moral, safety, rules and laws. When conducting a case study, ethics is ever so important 

as one become rather close with the interviewees (Thomas, 2011). According to Yin 

(2014), a case study researcher should always strive for the highest ethical standards 

when conducting the study. The author (2014) advances by stating that research ethics 

include not plagiarizing, nor use false information, the researcher should always take 

responsibility and avoid being dishonest. Denscombe (2014;306) states that “research 

ethics is not an option – it is a fundamental feature of all good research”.  

 

The chosen method for this thesis contains collected data from people. Thus, the authors 

must protect their interests (Denscombe, 2014; Yin, 2014). Thomas (2011) argues that 

an important factor when overlooking the ethics is consent. The interviewees shall 

understand what they are agreeing to and choose whether they want to be anonymous or 

not. According to Denscombe (2014) information from the respondents should be 

treated as confidential and protect the anonymity of those who wish to stay anonymous. 

One of the participants in this study, choose to be anonymous. Thus, that company will 

be named Company X. Denscombe (2014) also states that participation is voluntary and 

the researchers shall provide the participants with information about the study and what 

they can contribute with.  

 

Factors to consider According to 

Safety, rules and laws for the participants Thomas, 2011; Denscombe, 2014 

Not plagiarizing nor use false information Yin, 2014 

Take responsibility for the study Yin, 2014; Denscombe, 2014 

Protect the interests of the participants Yin, 2014; Denscombe, 2014 

Consent from participants Thomas, 2011 

Treat information as confidential Denscombe, 2014 

Protect the anonymity of participants Denscombe, 2014; Thomas, 2011 

Information of the study to participants Denscombe, 2014 

Table 6: Ethical considerations. Source: Own 
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4 Empirical findings 

The upcoming chapter will introduce the collected empirical data of this study. The 

empirical findings are presented case by case where the main concepts are addressed. 

Every section starts with a brief description about the company as well as the 

interviewee. The chapter is structured in a way which follows the theoretical framework 

to make it more comprehendible. Only one of the interviewees was familiar with the 

term guanxi. In order to research if the phenomenon was used within the companies’ 

operations or not, questions on relationships and network were asked. These are topics 

which correlates to the characteristics of guanxi.   

 

4.1 ABB 

ABB is a company resulting from a coalition between the Swedish company ASEA and 

the Swiss company Brown Boveri. The coalition took place in 1987 and today the 

company is operating globally. With over 40 years of experience in digital technology, 

ABB is now world leading within the industry of digital industrial equipment and 

systems. The interviewee from ABB was Oscar Wahlberg. He started working at ABB 

in Sweden in 2010 and was stationed in Sweden for two years before he was relocated 

to China in 2012. Wahlberg works as Area Sales Manager and is responsible for several 

countries in Northern Asia. ABB entered the Chinese market for over one hundred years 

ago when a demand of their products started to show. ABB is well established in China 

with several different facilities, as R&D, production, sales and services.  

 

Building stages 

Wahlberg mentions that when the company establish their relationships, it can be made 

in two different ways. Either there is a need from the customers, or the company 

identifies a need in the operations of the customer. When the need is identified, the 

company builds up their relationships via these opportunities. Wahlberg states there are 

differences between the relationships established in China, in comparison to those 

established in Sweden. The organizational structure differs as hierarchy is more 

transparent in China, to be able to build the wanted relations one must identify the right 

person at the right level. “To establish a relationship with a customer, one must follow 

the hierarchy of the company. If a seller fails to set up a meeting, it is possible that his 

boss or someone with a higher position can set up the meeting” Wahlberg emphasizes 

during the interview. By taking advantage of your work title, it is easier to establish 

relationships in China with the decision makers of the other company. Wahlberg states 

that one can use third parties with contacts to set up a relationship. The interviewee 

declares that ABB host events, as exhibitions, seminars, days for product training and 

distribution fairs. One event the company host is “ABB customer world” where many of 

their existing and new customers are invited. The interview participant mentions that 

one cannot carry out business operations without setting up a relationship on 

beforehand, he states that one must invest time to build and develop a relationship.  
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Management strategies 

The interviewee does not consider the relationships to be more personal in China, but he 

emphasizes it could depend on the size of the company he works for. Furthermore, he 

states that the company uses distributors and they may have relationships which are 

more personal with the end customer. Wahlberg believes personal relationships are not 

distinctive for China, although they play an essential role when conducting business. 

Thus, he emphasizes dinners after working hours are valued in China to strengthen 

relationships, both with colleagues and clients. During the interview Wahlberg states 

“One cherish the relationship more, it is usual to meet in a more casual way. Get to 

know each other and not just talk in the office. One can meet via a person who they both 

know and so forth, create a relationship”. Wahlberg perceives a difference compared to 

Sweden where it is unusual to socialize after working hours. Nevertheless, social events 

are an important part of managing relationships, the interview participant points out it is 

important that it is done with moderation. 

 

Wahlberg describes gift-giving as a typical cultural factor in China. ABB has adapted to 

this cultural factor with moderation and gives away small products such as pens, 

memory sticks and cell phone cases. Gift-giving occurs when an employee from ABB 

meets with a new customer and a relation is established. Wahlberg mentions that small 

gifts are more appreciated in China than in Sweden and no expensive gifts are provided. 

However, expensive gifts are common among Chinese businesspeople when there is a 

stronger connection available. According to Wahlberg, the key factor for a successful 

relationship is to set aside time for the relationship and the person involved. He 

continues by mentioning that Chinese businesspeople tend to have more consideration 

for each other when making decisions. Chinese businesspeople are mostly better at 

evaluating how the decision will affect everyone related to the outcome of the decision. 

Therefore, mutual commitments are valued in China whereas both can benefit from the 

decision. The social events which are arranged by ABB is acknowledged as a 

management strategy since it is proven to attract new as well as existing customers. 

 

Risks and benefits 

The interviewee has perceived their relationships as beneficial, if not crucial. Wahlberg 

states that the company would not be able to function without them. Even though, the 

company is well established in China, it is through the network the company reach out 

to smaller customers. The interviewee accentuates it would be resource demanding for 

the company to build close relations to all customers by themselves. He emphasizes that 

ABB has three central depots in China, but they do not cover the country. ABB would 

not be able to supply their customers in all parts of China if it were not for their 

distributors. Wahlberg acknowledges that the network provides knowledge and help 

when the company is not able to handle problems themselves. The interviewee stresses 

that several suppliers provide tedious payment processes which they are incapable to 

administer themselves. Wahlberg describes ”Many suppliers have rather complicated 

and long payment processes, which we could not handle by ourselves, we depend upon 

our distributors to handle it” 
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A risk that the interviewee has identified in China is bribery, in correlation to the gift-

giving aspect. He states ”There is a risk that the gift-giving gets out of hand, and only 

contains expensive gifts. I have not experienced it, but it feels like an obvious risk”. The 

country possesses a considerable amount of problems with bribery according to 

Wahlberg. But, he mentions that the government focus on solving the problem. The 

interview participant points out when working for a big company, as ABB, there is no 

need to bring gifts to get the project. In many cases, there are already an established 

demand of the products. Wahlberg has not felt the need of keeping their products a 

secret, to prevent them from being copied. Other parts of ABB hold their products 

secret, as it contains sensitive information.  Wahlberg has heard that it has circulated 

copies of their products. Another risk with the relationship being on a personal level is 

that the one with the established relationships can take them along when leaving the 

company. To minimize the risk of interpreting something incorrect, ABB uses strict 

rules of compliance with international and local business regulations. 

 

4.2 Clas Ohlson 

In 1918, Clas Ohlson was founded in Insjön, Sweden, as a mail order business. The 

company offers a wide range of affordable products in six countries through their 200 

stores and their e-commerce platform. Göran Melin, who the interview was conducted 

with, works as Chief Financial Officer (CFO) for the company since six and a half years 

ago. He travels to China regularly in his current position and he also travelled to the 

country in his former position at another company. Clas Ohlson was one of the first 

companies in Sweden who imported goods from China in the 1960s according to the 

interviewee. In 2008 the company established an efficient purchasing organisation with 

offices in China, to have a close relationship with their suppliers. 

 

Building stages 

When the company entered the Chinese market, they were solely working with agents. 

Thus, the agents established relationships with the suppliers when the company found 

an interesting product on an exhibition or a fair. The agents worked as intermediaries 

and initiated the relationship between the supplier and the purchaser. Melin 

acknowledges that the agents are still in use, but in a smaller scale than before. Today, 

Clas Ohlson has their own purchasing organisation in China and Melin mentions that 

the ones working there do the job that the agents did before. He points out that the 

Swedish purchasers identify a product of interest, and the employees at the purchasing 

site in China initiate contact with the supplier. It could also be, that their Chinese 

intermediaries recommend products or get the mission to search for a specific one. 

Melin states that since the purchasing office has been established, the company has 

direct relationships with the suppliers and the purchasers. He states that his colleagues 

in China has eased their business processes and they handle most contact with suppliers. 

He mentions ”In a way, they can easier conduct business in China as it is their home 

market. There are no… cultural problem between them”. Thus, they do not use third 

parties in the same extent as before. The interviewee says that they use third parties 

solely when it is about smaller volumes or specific special products. Melin states that 



  
 

36 

there are structural differences between the relationships in China and those in Sweden. 

It is more hierarchical and the line between chiefs and subordinates is more distinctive. 

In China, he emphasizes that business is more based on relationships, one should get to 

know the other party and build a relation. One does not simply send an order, it requires 

more and several meetings. Business is more personal in China than in Europe. In 

China, a business relation is based on a personal relationship according to Melin. 

Difficulties can arise in the business relationship if the personal relationship is not well 

established. He acknowledges the fact about losing face in China and how conducting 

business differs from how it is done in Europe. Feedback cannot be given in the same 

manner as in Sweden since the chance of the feedback being perceived as negative is 

high in China. Melin describes feedback should not be given so others can hear. When 

feedback is given to a person in a higher position, it is essential that subordinates are not 

present so the person will not lose face in front of them.  

 

Management strategies 

One factor that Melin considers strengthen the relationship is developing the personal 

relation, but it demands chemistry between the parties in the relationship to function. He 

addresses the fact that if a relationship is not established, it could harm the business. 

Nevertheless, building the relationships at a personal level results in them becoming 

stronger and long-lasting but it is important to keep the balance between personal and 

professional. According to the interviewee, a key factor to maintain a relationship is a 

common interest which can develop over time. Furthermore, he states that it is 

important to gain understanding regarding how business is conducted in China and 

identify the differences. By gaining knowledge, the chance of maintaining a good 

relationship increase and the risk of committing mistakes decrease. The relationships 

need to be handled differently to be preserved and it is essential to acknowledge the 

culture. Melin states trust as an important factor when it comes to cultivate relationships 

and conduct business. He implies trust must be mutual and needs to exist both towards 

the other company and with the person in direct relation. The interviewee considers it 

important to make time for dinners while in China to develop relationships. It is 

essential to invest time in different social events after working hours. He states that the 

mind-set found in Sweden, does not work in China. He describes it ”You cannot just 

work between 08:00-17:00 and then go home. That does not really work, you need to 

build a relation”. As an example, when in China, Melin have dinners with the CFO in 

China to develop trust and open communication. The aim is to get the Chinese CFO to 

feel comfortable in the relation with the main office in Sweden. The benefit to be found 

is that there is someone in China he has confidence in. The interviewee acknowledges 

gift-giving as a delicate topic. The company has decided to not engage in gift-giving as 

it can easily escalate and create troubles. Melin states that his Chinese colleagues have 

easier to cultivate and build relationships due to non-existent cultural differences.  

 

Risks and benefits 

Melin acknowledges that both their company and their network has benefitted from the 

relationships. They have a close cooperation with the suppliers where they help each 

other when needed. The feature of their closeness of the relationship is something that 
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the parties have developed over time. The interviewee states that they have been 

conducting business in the country for a long time. Hence, the company have gained 

knowledge via their network. When purchasers are in China, they attend meetings with 

the suppliers and producers. Melin thinks that the network helps the company by saving 

time, as one gets to know the channels of how to contact suppliers and producers. He 

also states that relationship building leads to better communication.  

 

The interviewee identified a few risks with building relationships. Melin says “The risk 

is when a certain person quits, you have to start over with the relationship. And another 

risk is that the relationship gets too good, that one exaggerates and loses focus on the 

fact that it is a business relationship.”. He states, when conducting business with a 

close friend something happens with the price, and not always in the right direction. 

When two persons or companies, have been collaborating for a long time, it is easy to 

get comfortable and stop looking for the best option available. Melin mentions that 

relationships in China are personal, and there is a risk of the person taking their 

relations along with them when leaving the company. He says this can be managed if 

the former purchaser introduces the new one so ta relationship can be initiated.  

 

4.3 Company X 

The company is one of the world leaders in providing sustainable productivity solutions. 

The company was founded in Sweden 1873. They reach about 180 countries, with own 

operations in more than 90 countries. Their manufacturing is mainly concentrated in 

Belgium, Sweden, Germany, USA, India and China. The interviewee has been 

employed as VP Human resources since 2005 and travels to China a few times a year 

and stays for up to two weeks. The company has sold their products on the Chinese 

market since the 1920s and today they have established production sites and sales 

offices in the country.  

 

Building stages 

The interviewee has perceived the organizational structure in China as more 

hierarchical. She emphasizes “… there is a difference in how the organizations look, I 

think we have flatter organizations here. There is a more distinctive hierarchy in 

China”. But the interviewee has not perceived any structural differences in the 

relationships. The respondent mentions that her relationships in China do not differ 

from the ones set up in other countries, they are as personal in China as in other 

countries. The interviewee believes that this is correlated to her employment and the 

questions she handles. The interviewee states that the relationships on the Chinese 

market were established before she was employed. She does not feel a need for 

adaptation to the local culture to make her work possible in China. The company aims 

to build long-term relationships with employees, customers and stakeholders.  

 

Management strategies 

The interviewee does not consider relationships to be more personal in China compared 

to elsewhere. She explains she creates personal relationships with everyone she 
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develops a relation with. The crucial aspect is to have an open relation on a professional 

level. When the interviewee travels to China, focus is mostly on administer work related 

issues. She mentions that the work process does not differentiate itself compared to 

other countries. Dinners after working hours can occur but without a specific purpose 

according to the interviewee. One important aspect the interviewee states, is to clearly 

communicate expectations. This is mentioned as a key factor to have a fruitful 

relationship. The interviewee emphasizes that trust is essential in all her relationships 

and do not perceive it as more important in China. She is unfamiliar with gift-giving, 

but states the company has clear policies regarding the matter. The interviewee points 

out “… our company has strict rules and policies regarding this, the suppliers and 

customers which we conduct business with must all follow our business code of 

practice”. Nor is favour exchange something she is familiar with, but stress it could be 

experienced by someone working closer to the end customer.  

 

Risks and benefits 

The interviewee has seen a benefit with building relations and taking the time to meet 

the other person. Communication is a key factor when it functions, and a risk at times 

when it does not. When taking the time to meet the other person, she mentions that the 

communication improves. If being straightforward and clear about expectations, there 

are less risks to be found. Furthermore, the interviewee mentions that the company 

provides distinctive rules and regulations which should be followed. When the values 

are clear, the company move forward in a strategic way as the employees know what is 

expected from them. The interviewee states that the organizational culture in their firm 

permeates their operations. Sometimes it is perceived to transcend the culture in the 

country they operate in. The values of the company do in certain circumstances exceed 

the values of the employees own culture and their values. According to the interviewee, 

this is a benefit as they will work in a more unified way all over the world. The 

interviewee emphasizes an example about mistakes, she mentions that Chinese people 

are afraid to fail. Their company values that employees should learn from mistakes, 

because of this, employees in China are less afraid to fail and make mistakes. The 

respondent mentions that there is knowledge exchange in the network” I have gained 

knowledge through my network in China, and they have learned from me as well”, 

which she states as a benefit. The company has a strict policy when it comes to the 

ethics of conducting business, they work hard to conduct business in a transparent way. 

The interviewee mentions that this is a way to minimize the risks around the world. 

 

4.4 Kinnarps 

Kinnarps is a Swedish company founded in 1942, the company offers interior 

workspace solutions. Kinnarps is one of Europe’s largest provider and their sales 

operations are conducted in about 40 countries with 500 sales points. The interviewee, 

Alexander Tavs, has been working for the company since 2013 as a strategic purchaser. 

Tavs travels to China three times a year. The company decided to enter the Chinese 

market to lower their costs and the lead time towards their customers. The company has 
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been working with suppliers from China for approximately 10 years but in 2013 they 

opened their own office in Shanghai.  

 

Building stages 

The interviewee has experienced a structural difference in how Chinese people evolve 

relationships in contrast to Swedish. He mentions that he has perceived the structural 

differences to decrease amongst the companies they work with. “They are used to work 

with Western companies, or have become used to it, they have developed a kind of 

Western way of thinking and conducting business. … however, one can see substantial 

differences when meeting new suppliers who does not work with Western companies in 

the same extent”. But, as his company has their own office in China, most contact with 

Chinese suppliers are managed by personnel on site. Tavs is mostly in contact with 

Chinese suppliers to negotiate Tavs mentions the fact that Kinnarps in Sweden give 

their Chinese colleagues a directive to find suppliers when they have identified a need. 

Subsequently, they search their networks to find suitable matches. When a match is 

found, the Chinese colleague spends time with the supplier and establish a relation. If 

this is worthwhile and perceived as a suitable choice, Tavs and his Swedish colleagues 

takes over and build a relationship with the supplier. He mentions that building 

relationships takes time, at times as long as a year. It is of importance that it is a good 

match, and that they think alike. Tavs highlights the relationship to be based on ethical 

questions rather than price. The company use their intermediaries within the company to 

find suitable suppliers and to build relationships according to Tavs.  

 

Management strategies 

Tavs describes that a relationship can be personal but it depends on the type of the 

relationship. The types of Chinese relationships he is involved in, are not to be 

considered as personal. The distributors Kinnarps work with have a history of working 

with large Western companies and have adopted the business mindset. This results in 

conducting business based on relationships have almost disappeared according to Tavs. 

However, he notices a difference when using new distributors not familiar working with 

Western firms. Personal relationships are essential and dinners are a central part in 

maintaining the relationship. Tavs acknowledges that building personal relationships 

and maintaining them are more important to his Chinese colleagues. When he is visiting 

China, it is clear that the relationships which his Chinese colleagues have, affects the 

choice of distributor. Tavs states that if they feel a personal connection with a 

distributor, it is a bigger chance that they get chosen while Tavs only looks at the formal 

operations such as business operations and numbers. The relationships the Chinese co-

workers have, Tavs assumes to be more personal. In contrast to the relationships in 

Sweden, which he thinks are going further away from being personal. When Tavs is in 

China, he tries to avoid going out to dinners and other social events, even though he is 

frequently asked. An exception is when an agreement is reached and it is perceived as 

polite to finish the negotiation with a dinner. The interviewee states ” … we do not go to 

dinners and talk business with them. But we can go out on a dinner when a project has 

been going on for a long time with negotiations all day long and an agreement is made, 
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then we attend dinners”. Tavs emphasizes it is done out of respect for the Chinese 

culture. 

 

According to Tavs, the key factors when managing a relationship in China is to have 

knowledge about the culture and how to conduct business. Thereafter, do preparatory 

work and have patience in the initial stages. He continues by saying that people need to 

connect with each other and examine if the different companies’ strategies match to be 

able to conduct business. Even though, having knowledge about the Chinese culture is 

mentioned as a key factor, Tavs also points out that it is essential that the counterpart 

can administer the Swedish culture. If there is a cultural crash, it is hard to cooperate. 

To deal with this problem, Tavs states that the company has high demands on their 

counterparts and it is important that they are willing to adjust. Trust is an essential part 

of the relationships and Tavs highlights effort is put into building trust in the 

preparation phase. Nothing is certain, thus it is essential to have knowledge about the 

culture to be able to see signs of dishonesty. Tavs acknowledges the aspect of gift-

giving but has not experienced it. Tavs considers it to be an adaptation to the Western 

mindset. Although, he believes it depends on the region operating in. In northern China, 

where only few Western companies are operating, he perceives gift-giving more 

common, notably between Chinese companies. Where some regions in China are very 

similar to Western countries. 

 

Risks and benefits 

Tavs experiences the relationship building in China to be time-consuming and costly, as 

the company puts in much time and effort to build their relationships. It has happened 

that they have travelled to China and spent time and resources on a relationship which 

did not function, this is a risk for the company. He states ” … it has happened that we 

have been in China to meet someone for a possible relation and then felt that it will not 

be possible, that becomes costly for us”. Another risk that he has acknowledged is that 

companies does not put in enough effort in their preparatory work. He highlights that 

when doing preparatory work, they can minimize the risks with the supplier and they 

can build a good relationship. Another way the company minimizes their risks is by 

working with strict policies, they are not allowed to accept gifts for example. Tavs 

emphasizes that their Chinese suppliers are well familiar with this. A benefit he 

discovered is that his colleagues at their Chinese office handle much of the business via 

their networks. If this would not be done, the company would have to put in more 

resources and time to find suitable matches. Another benefit he acknowledges is the fact 

that their network has provided them with resources, such as knowledge about the 

market, new contacts and suppliers. Tavs emphasizes, if being open about intentions, 

the relationships can work exceptional and contribute with benefits.  

 

4.5 NORDEN Machinery AB 

NORDEN Machinery AB is a Swedish company. It originates from a company founded 

in 1877. NORDEN Machinery itself was founded in 1980 and is producing tube filling 

systems. Today, the company is a part of the Coesia Group. The company is exporting 
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their machines globally and has been active in China via their sales offices since 2005. 

Lars Hammarstedt, our interviewee, is Sales Director at NORDEN Machinery. 

Hammarstedt travels regularly to China to visit their sales offices, he has been working 

for the company for 15 years. The interviewee appreciates that the first NORDEN 

Machinery machine was sold to China during 1960-70. Later, the company established 

a subsidiary and a production site which have been active for 15-20 years. Before 

NORDEN Machinery established their subsidiary, sales to China went through a sales 

agent. The primary motive for entering China was due to market size. Many of the 

company’s main customers started their production in China which increased the 

demand for quality machines.  

 

Building stages 

Hammarstedt has found a structural difference in their relationships in China and their 

relationships in other parts of the world. He mentions that one build close relations to 

the people in China, the agents that the company works with has been working for the 

company a long time. Hammarstedt also mentions that the hierarchy in China is more 

distinct than in Sweden. The one building the relationship must start at the bottom and 

work their way up to create a strong relationship. If one level or person is missed, the 

relationship can be doomed. The interviewee mentions that the company works with 

long-term relationships, their best seller in China has been working for the company for 

approximately 30 years. Hammarstedt points out that the seller has been extremely good 

at creating new relationships for the company, which he highlights can be demanding. 

He states ”You got to be alert when building a new relationship, and get to know and 

learn everything about that person. About their family, children and interests and such, 

to be able to build the relationship”. The seller currently works as a kind of third party. 

He is 65 years old and should have left the company, but to introduce the new seller and 

maintain the relationships he has built, he is still employed. The seller cares for his 

relationships as well as the company moving forward along with his contacts. The 

interviewee mentions that it is important to know titles are of importance for the 

Chinese people, one should have this in mind when building relationships. Hammarstedt 

points out that it is crucial to connect with people who are good at building new 

relationships in China. The company does not build these relations by themselves, they 

depend on their agents and sellers. The seller or agent sets up the contact, and then the 

company may invite them to exhibitions to make them open their eyes for the company. 

Hammarstedt acknowledges that when conducting business in China, one must have in 

mind that it cannot be made without trust and a relationship. Hammarstedt mentions that 

when building the relationship, it is important to show interest of the other person and 

find common interests.  

 

Management strategies 

The relations are more personal in China according to Hammarstedt. Both customers 

and sellers make more time for the relationship. He draws the parallel to Europe or USA 

where it is difficult to make a customer come along to dinner, people do not have time 

for it. Hammarstedt takes his last trip to China as an example, he was out having dinner 

with a customer on a Sunday. He emphasizes that having dinner with a customer on a 
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Sunday would never happen in Europe. However, dinners are an important part of 

maintaining the relationships and the interviewee states that when representatives from 

Sweden are visiting China, they are considered as very important persons. If a dinner 

takes place with a customer, the customer perceives oneself as important which nurtures 

the relationship. Since it is a large part of cultivating a relationship and that the 

company values it, the Chinese salespeople go out to dinners on a regularly basis. The 

interviewee has experienced the issue where his Chinese co-workers have too much 

respect for the customer and do not want to tell them something they do not want to 

hear. He describes a situation where a customer wanted to place a machine on the 

second floor, but the machine was too heavy. Instead of accepting the fact, the customer 

asked the salesperson about different types of weights to make it work. The salesperson 

wanted to modify the weight instead of giving a negative reply to the customer. To 

facilitate for the seller, Hammarstedt has offered the seller to blame him and tell the 

customer that the salesperson has a tough boss in Sweden. He gives the example ”… 

say that the boss in Sweden is horrible. Then the seller is not the one to blame, but can 

apologize himself and blame me for it”. By doing so, it is not the sellers fault and the 

customer can understand the situation, the seller does not need to lose face in front of 

the customer.  

 

Relationships are very important, but the interviewee do not consider them to be more 

important in China compared to elsewhere. Hammarstedt describes the relation between 

a buyer and a seller as two individuals that need to reach an agreement. If there is no 

personal connection between the buyer and seller, the deal is not going to happen. 

According to Hammarstedt it is essential to have great knowledge about the products 

that one is selling to build a relationship. If the seller does not have good knowledge 

about the products, the relationship can easily stay casual and not evolving into a 

business relationship. Therefore, knowledge is one of the key factors to build 

relationships in China. The interviewee also points out honesty as a key factor to 

maintain a relationship. It is important to be honest when one talk about the products to 

get a long-lasting relationship. Hammarstedt explains that often they lose the first order 

just because they are honest and their competitors are giving false promises to the 

customer and a cheaper price, which is perceived as more attractive in China. But, due 

to their honesty, customers often come back when they need a second and third machine 

because the first machine did not work as promised. And, it is the start of a long-lasting 

relationship. The relationships are strengthened through fast responses when a problem 

occurs and that the customer knows there is a support and help when it happens. 

Hammarstedt acknowledges that this also leads to trust in the relationship, which is 

more significant for relationships in China. However, one must be careful of what one is 

showing about the products. Chinese see no problem in copying the information and the 

products, which the interviewee means is a problem and a significant difference.  

 

Favours exchange has not been experienced by Hammarstedt. He believes this could 

depend on the fact that NORDEN Machinery has been active in China for a long time. 

Thus, they have gained adequate knowledge themselves. But, help from local 

consultants with specific knowledge can be used in projects. This is not something 
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distinctive for the Chinese market, but used in several different markets. Hammarstedt 

emphasizes it is crucial to include local personnel as it is impossible for the personnel in 

Sweden to know about the business culture in China. Hammarstedt recognizes the gift-

giving aspect as an important part of Chinese relationships but since it is a sensible act, 

the local organisations take care of it. The company arranges fairs to cultivate the many 

relationships. He highlights the importance of having good relationships builders who 

wants to go the extra mile for the client.  

 

Risks and benefits 

Hammarstedt points out that the relationships are crucial for conducting business in 

China. However, it can be a benefit as well as a risk. If the chemistry between the seller 

and buyer is non-existent, likely there will be no agreement. Another risk the 

interviewee points out is that the seller may bring his relations along when leaving the 

company. That is, if the seller does not introduce the replacement seller. In that case, 

they can build a new relationship. The risk of being too close is also perceived by 

Hammarstedt. He mentions that it is important to search for new customers and not 

solely depend on old relationships even if they have been profitable. The risk is missing 

out on opportunities when being too depending. The interviewee express that the 

relationships must be built as a process, you cannot skip one level. It is crucial that 

every person feel important and as if they have done a good job. The interviewee gives 

an example of discount, “… what we cannot know here, is in how many steps and to 

how many persons we have to give discount. It could be that you have to leave discount 

in, let’s say, five steps. Then it is crucial to not give away it all to the first person…”. 

He acknowledges that when having 20 percent discount in total to offer, they divide the 

discount throughout the process.  

 

Hammarstedt mentions one benefit gained from their network is that they can leave 

things that they perceive as risks or hard to handle, over to their Chinese contacts. The 

interviewee gives the example of gift-giving, it is perceived as unsafe for them as they 

know little about it. Thus, they let their Chinese contacts handle it. Another perceived 

benefit is that the network contributes with local knowledge which would be hard to 

attain without the other party. They have received knowledge about the market as well 

as how they should conduct their business operations. Hammarstedt highlights the 

benefit that they have gained a good reputation in their sector, they are trusted and 

known for holding on to their promises. The interviewee also mentions that their 

network in China helps them save time. Their relationships are well established and 

because of the time they have invested in them, they are recognized as important. Their 

contacts give them benefits for further affairs, for instance, more time with decision 

makers. Hammarstedt sums up by saying that their company would not be able to 

conduct business without their network.  
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5 Analysis 

The following chapter will contain our analysis, where the empirical findings are 

analysed by connecting it to the literature review. The structure of the analysis will 

follow the structure in the empirical findings, where concept by concept is analysed. 

 

By analyzing the similarities and differences in the empirical findings and the literature 

review, it can be demonstrated which building stages and management strategies are 

used by the companies. The outcomes of guanxi are presented as risks and benefits. To 

summarize the main concepts, tables will be included to display whether the findings 

match with theory or not. Each component of the concepts will be presented. 

 

5.1 Building stages of guanxi 

Yeung and Tung (1996) stress that when building guanxi, the gap between two persons 

become bridged, and the two persons become closer to each other. The process of 

building a guanxi network, consists of four steps according to Vanhonacker (2004). The 

author continues by naming those targeting, scouting, signalling and packaging. The 

first step is where the target person is identified according to the need of the relation. 

Out of the gathered empirical findings, it can be found that ABB, Clas Ohlson, Kinnarps 

and NORDEN Machinery all work with targeting. We found that ABB identifies their 

target by identifying a need, either in their company or in customers’ businesses. Clas 

Ohlson conducts targeting when they find something they want at an exhibition or a 

fair. Kinnarps identifies a need in their company, and thereafter get help from their 

intermediary to target the key persons or suppliers. NORDEN Machinery as well as 

Kinnarps, find their targets through third parties. Vanhonacker (2004) along with Yeung 

and Tung (1996) stress that guanxi is built for long-term usage and continuous support. 

All interviewees state they develop their relationship for a long period and that their aim 

is to build long-term relations with their customers, suppliers and/or stakeholders. 

 

The second step, scouting, is about finding a common basis with the target person 

(Vanhonacker, 2004). If no common basis can be found, Vanhonacker (2004) along 

with King (1991) stress it is possible to use a third party. The factors of the common 

basis differ, which allows people that are motivated enough to find a common basis can 

do it in various ways (Pearce & Robinson, 2000; Xin & Pearce, 1996). The interviewee 

from ABB mentioned that when the target is identified, a seller tries to establish the 

contact, if this fails, they use third parties. These third parties could be a person with a 

higher position in the company, or someone who has a larger network where a common 

basis can be found. Clas Ohlson, Kinnarps and NORDEN Machinery use agents, sellers 

or intermediaries situated in China to set up the contact as they usually have more in 

common. These third parties search their networks to find a suitable match for the 

relationship. NORDEN Machinery for instance, have been working with the same agent 

for 30 years, this agent has a well-established network and is according to our 

interviewee, Hammarstedt (NORDEN Machinery) very good at developing new 

contacts as well as maintaining the old ones. Hammarstedt stated that when conducting 
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business and developing relationships in China, it is important to show interest for the 

other person and try to find or build common interests.  

 

Signalling is according to Vanhonacker (2004) the third step, which is about signalling 

to the other person that one is interested of establishing a contact. The author states that 

it is usual to invite the target person to a social event, when doing so, it is important to 

know that it can only be done if the guests have equal rank in the Chinese hierarchy. All 

five of the interviewees have perceived the hierarchy in China to be more transparent. 

Wang et al. (2005) state that maintaining face when building guanxi is essential as it 

signify trustworthiness and relates to showing respect towards another person, their 

status and reputation. Melin (Clas Ohlson) acknowledged the fact, and told that 

feedback cannot be given to a person in front of people with a lower rank. It should be 

given so others are not able to hear it, as it is possible to lose face when done in front of 

others. Wahlberg (ABB) and Hammarstedt (NORDEN Machinery) stress that by taking 

advantage of ones’ title, it is easier to establish relationships. They also state that it is 

important to start building the relationship in steps, starting with persons with lower 

ranks and work their way up, if one level is missed, the relationship can be doomed. 

Tavs (Kinnarps) and the interviewee from Company X emphasize that the structural 

differences are becoming less visible as the Chinese people they work with are getting 

used to work with Western companies. Thus, they mean that they have developed a 

more Western mind-set and way of conducting business according to the standard of 

their companies. When it comes to signalling, and the establishment of the contact, we 

found that Clas Ohlson, Kinnarps and NORDEN Machinery all use intermediaries to do 

so, there after they step in and establish the relationship themselves. ABB and 

NORDEN Machinery invite their new, as well as old customers to exhibitions and other 

social events which can be perceived as signalling according to Vanhonacker’s (2004) 

theory.  

 

The fourth and last step in building guanxi is packaging, and is best described as a 

process made in order to not raise doubt or distrust towards the other party 

(Vanhonacker, 2004). King (1991) and Vanhonacker (2004) emphasize that business 

operations should not take place before the relationship has been developed. 

Vanhonacker (2004) stresses that it should not be obvious that the relationship is purely 

strategic. Thus, it is undesirable to ask for favours immediately when the relationship 

has been established. Su and Littlefield (2001) highlight that when a favour is given at 

the right time, it is usually received with more gratitude. The interviewees from ABB, 

Clas Ohlson, Kinnarps and NORDEN Machinery confirm that it is important to build a 

relationship before conducting business. Tavs, the interviewee from Kinnarps, 

emphasizes that their company develops their relationship in China during a long 

period, sometimes the process can go on for a year. Wahlberg from ABB mentions that 

it is usual to invest time to build a good relationship. The interviewee from the 

Company X mentioned that their company aim to build long-term relationships with the 

employees as well as customers. Hammarstedt (NORDEN Machinery) emphasizes this 

and during the interview he mentions that their seller in China has been working for 

their company for approximately 30 years. That person should had retired, but he is still 
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in the company to introduce the new seller and build trust in that manner. Melin (Clas 

Ohlson) states that one cannot only send an order to someone in China, it requires time 

and several meetings before that. Our fifth interviewee, from the Company X states that 

the relationships were all built up before she was employed. Thus, she did not want to 

comment the building process of relationships in the company. 

 

 ABB Company X Clas Ohlson Kinnarps NORDEN 

Targeting Y - Y Y Y 

Scouting Y - Y Y Y 

Signalling Y - Y Y Y 

Packaging Y - Y Y Y 

Table 7: Analysis of building stages. Source: Own 

(Y) yes, theory is applicable (N) no, theory is not applicable 

(Y/N) theory is partly applicable (–) no answer was given 

 

Table 7 presents whether the interviewees agree with the literature review of building 

stages or not. It has been found that the case study participants follow the stages 

presented in the literature review. This strengthens Vanhonacker’s (2004) theory, as the 

participants in this thesis follows the stages introduced. Even though they follow the 

steps accounted for, it is found companies use intermediaries to conduct scouting in a 

large extent. This is not accounted for in Vanhonacker’s (2004) theory.  

 

5.2 Management strategies 

According to Yau et al. (2000), once one has built a guanxi relationship, it is needed to 

cultivate the relationship in order for it to stay valuable. The scholar considers it to be a 

form of social investment which is an opinion shared by the interviewees from ABB, 

Clas Ohlson and NORDEN Machinery. Wahlberg (ABB) states it is important to attend 

social events which are not work related to cultivate the relationship. Melin (Clas 

Ohlson) agrees upon this and mentions that investing time into the relationship is an 

essential factor to cultivate it. While Kinnarps and Company X, believe the social 

investment is carried out by their Chinese co-workers and do not consider it to be a 

factor they need to invest in. Since all of the companies are large companies, it can be 

stated that social investment is valued but due to the companies’ sizes, it seems more 

important to their Chinese co-workers which goes in line with the statement by Yau et 

al. (2000). Furthermore, time is mentioned by Yau et al. (2000) as important for one to 

invest into the relationship which is strengthen by the majority of the participants. 

 

Bonding, reciprocity, trust and empathy are four factors presented by Yau et al. (2000) 

which a lasting relationship is based on. According to the scholar these are the 

components in order to cultivate a relationship. Since all participants have sales offices 

in China, cooperation between the offices and the end customer is obvious which Yau et 

al. (2000) suggest is a factor which contributes to bonding. The interviewee at Clas 

Ohlson emphasizes this by stating a common interest need to be found for the 

relationship to develop over time. Also, Hammarstedt (NORDEN Machinery) declares 
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that the common interest in the relationship is to reach an agreement which is the joint 

action. On the contrary, reciprocity is not seen as an important aspect by the participants 

in cultivating the relationships. Favour exchange is not something the interviewees are 

emphasizing nor consider a valuable aspect even though it is argued by Yau et al. 

(2000) and Wong et al. (2007) as important for the relationship. But, the participant 

from Company X believes the local sales offices which are working closer to the end 

customer might have experienced it, which can be the case for many of the other 

interviewees as well even though it is not stated. Another possibility for reciprocity not 

being experienced is according to Hammarstedt, (NORDEN Machinery) a long history 

of being in the Chinese market. This is perceived to have led to the company gaining the 

needed knowledge within the company, therefore favours are not used in the same 

extent. Nonetheless, Hammarstedt says he has offered a Chinese college to blame him 

in a tough situation to help the college. This is an exception and is not common within 

the company. Thus, the case study companies do not use reciprocity as a management 

strategy which goes against that reciprocity is significant for the relationships as 

claimed by Yau et al. (2000) and Wong et al. (2007). Nevertheless, as the participant 

from Company X points out, it can be something which the local salespeople are using 

but the co-workers in Sweden do not see as a factor to maintain relationships. 

 

Moorman et al. (1993) stress it is essential that there is a high degree of trust in the 

relationship for one to manage it. High level of trust is a good foundation for a long-

lasting relationship. According to Björkman and Kock (1995), personal trust is more 

important in China compared to other countries. Wahlberg (ABB) and Company X state 

that relationships are not more personal in China compared to elsewhere. Both believe it 

can depend on the size of the company. Thus, they point out that personal relationships 

are essential no matter where or with who you do business with. The other interviewees 

state it is more important to develop trust in China and it is needed to be able to conduct 

business. Melin (Clas Ohlson) highlights that trust needs to be mutual which is 

something Tavs (Kinnarps) agrees upon and states that much effort is needed to build 

trust on beforehand due to its importance and to minimize uncertainty. 

 

However, it is argued by Zand (1979) and Yau et al. (2000) that trust is perceived 

different between Westerners and Chinese and thus can create problems. In the Western 

context, trust is recognized as a way to gain useful information and to make sure the 

other party does not take advantage of oneself (Zand, 1979). In the Chinese context, 

trust is viewed as something shared with family (Yau et al., 2000). Therefore, personal 

aspects are valued high in China which all the interviewees agree upon. If there is no 

personal chemistry between the buyer and seller, a business relationship will not 

function which NORDEN Machinery, Kinnarps, and Clas Ohlson emphasize. Even 

though developing the personal aspect of the relationship is crucial, it is highlighted by 

Company X and Clas Ohlson, that it needs to be kept on a professional level. The 

interviewees from ABB, Kinnarps and Company X consider their Chinese colleagues to 

have more personal relationships in China compared to them. Thus, the colleagues have 

larger impact on relationships with end customers and when choosing distributors. Tavs 

(Kinnarps) has perceived a notable change, business is no longer based on relationships 
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in their case. The companies they work with have adapted a Western way of conducting 

business, which minimize the need of being personal. Nonetheless, when Kinnarps finds 

new distributors, the personal aspect is still essential for cooperation. Trust is a crucial 

management strategy for guanxi relationships which is confirmed by all case study 

participants, but it significance differs in different situations and types of relationships. 

The personal aspect is still important to Chinese businesspeople according to Yau et al. 

(2000) which is something all interviewees have identified as essential when cultivating 

a relationship. Another sign of trust for Chinese according to Yau et al. (2000) is 

sharing information, which the scholar argues Westerners perceive as something bad. 

This is strengthened by Hammarstedt (NORDEN Machinery) who stresses Chinese are 

keen to copy valuable product information which is something he sees as distinctive for 

China. The opinion is shared with Wahlberg (ABB). Yet, Chinese see it as a sign of 

trust, the interviewees have not perceived it harmful to the relationship by not sharing 

information. 

 

Through social interactions, one can manage its guanxi relationships and strengthen the 

aspects presented above according to Yau et al. (2000) and Chen and Chen (2004). To 

have a long-lasting relationship, focus is on mutual emotion exchange which can take 

place during dinners or giving gifts (Chen & Chen, 2004; Yau et al., 2000). Dinners are 

mentioned by all the interviewees in different contexts and ABB and NORDEN 

Machinery host social events to nurture their relationships. Melin (Clas Ohlson) along 

with Hammarstedt (NORDEN Machinery) and Tavs (Kinnarps), believe dinners are 

important to attend when in China, to develop and cultivate relationships with colleges 

and clients. It is important to invest time in the relationships after working hours, 

otherwise the relationships would not function properly in China. Hammarstedt 

(NORDEN Machinery) emphasizes it differs from West where no one has time for 

dinner but when visiting China, he is perceived as important and taking someone out for 

dinner will enhance the relationship in a positive way. This goes in line with the theory 

by Yau et al. (2000) and Hwang (1987) who claim participation in social interactions 

will enhance the relationship and that dinners are the foundation of managing a guanxi 

relationship. 

 

Also, gift-giving is stated by Yau et al. (2000) and Fan (2002) to be beneficial for the 

relationship when done at the right time. It is acknowledged as a delicate topic and a 

typical cultural factor in China by the participants. The companies state they have clear 

policies to avoid issues and the majority let their Chinese colleges handle it to make 

sure it is done according to the cultural aspects. However, some interviewees state the 

phenomena to be more common among smaller Chinese companies. Which indicates 

gifts are still a large part of the Chinese society. Tavs (Kinnarps) states gift-giving is 

more transparent in some regions of the country. While in other, Chinese firms conduct 

business similar to Western firms. The companies do not actively use gift-giving as a 

management strategy. They perceive it as delicate, but believes it is still a significant 

part of Chinese relationships which shows upon the companies partly going away from 

the theory regarding it. 
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 ABB Clas Ohlson Company X Kinnarps NORDEN 

Bonding Y/N Y Y Y Y 

Reciprocity N N N N Y 

Trust and 

Empathy 

Y Y Y/N Y/N Y 

Social 

interactions 

Y Y Y Y Y 

Gift-giving Y/N N N N N 

Table 8: Analysis of management strategies. Source: Own 

(Y) yes, theory is applicable (N) no, theory is not applicable 

(Y/N) theory is partly applicable (–) no answer was given 

 

Table 8 presents whether the interviewees are in consent with the literature review of 

management strategies or not. From the case study participants, it has been found that 

some of the main concepts are used in accordance with theory. Nevertheless, the 

majority of interviewees emphasize that reciprocity and gift-giving are not applicable or 

outdated. Instead, they use intermediaries in China who manage parts of their 

relationships. 

 

5.3 Risks and benefits with guanxi 

Lower costs and increased value are benefits mentioned by Ivanova and Weck (2013) 

that one can withhold when manage a business relationship over a longer period. 

Wahlberg (ABB) along with Hammarstedt (NORDEN Machinery) state that their 

business operations would not run as smoothly as they do if it was not for their business 

relationships. Due to their distributors and their networks, ABB can find and reach out 

to smaller customers, the relationships have given ABB increased value. This is 

something Tavs (Kinnarps) points out that his Chinese colleges use their networks to 

conduct business. This minimize the resource demands by using the networks. 

Interviewees from Clas Ohlson and Company X state long lasting relationships lead to 

better communication which ease processes. Melin mentions both parties in the 

relationship benefit from it. Both parties can help each other when needed which can 

result in lower costs, since no unfamiliar party needs to be involved. Hammarstedt 

(NORDEN Machinery) and Wahlberg (ABB) acknowledge the importance of the 

Chinese network to help with risky and difficult things to manage, to facilitate for the 

company. Increased value in different forms is the common denominator among the 

interviewees which is perceived in accordance with Ivanova and Weck (2013). 

 

The interviewees also view increased knowledge about the Chinese market as a benefit 

gained via their networks. Davies et al. (1995) present gaining useful information via 

the guanxi networks as a benefit while Wu et al. (2016) emphasize access to extra 

resources as a gained benefit. Tavs (Kinnarps) emphasizes they have gained resources 

and market knowledge via their guanxi networks which is a benefit perceived by the 

interviewee from Company X as well. It has also contributed with connections to new 

contacts and suppliers. Via the network Hammarstedt (NORDEN Machinery) states that 
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their good reputation has spread which has been beneficial for the businesses. He also 

points out the time saving aspect gained by the network. Due to well established 

relationships where a lot of time has been invested, benefits are withheld such as more 

time with decision makers. Saving time is mentioned by Melin (Clas Ohlson) as the 

guanxi network helps with the contact of suppliers and producers. All the case study 

companies operating in the Chinese market believe they have gained different forms of 

valuable resources through their networks which is supported by the theory by Fan 

(2002) claiming networks results in more resources to exploit. The case study 

participants have acknowledged benefits with guanxi that have not been addressed by 

scholars. They have perceived business operations to run smoother and more efficient. 

The interviewees emphasize that their guanxi networks have contributed to save time 

and create improved communications between the parties. Arguably, this originate from 

the relationships being as personal as they are, where mutual benefits are the goal.     

 

 ABB Clas Ohlson Company X Kinnarps NORDEN 

Lower costs  

 

Y Y N Y Y 

Useful 

information 

Y Y Y Y Y 

Beneficial 

resources 

Y Y Y Y Y 

Positive 

impact 

Y Y Y Y Y 

Easier 

building 

relations 

Y/N Y/N N Y/N Y/N 

Table 9: Analysis of benefits of guanxi. Source: Own 

(Y) yes, theory is applicable (N) no, theory is not applicable 

(Y/N) theory is partly applicable (–) no answer was given 

 

Table 9 presents whether the interviewees replies are aligned with the literature review 

on the subject or not. All the participants have perceived benefits which agrees with the 

literature to some extent. Nevertheless, they have stated benefits which the literature 

review does not introduce. Overall, the participants feel the benefits outweigh the risks.  

 

According to scholars (Kriz & Keating, 2010; Noteboom, 1996; Su & Littlefield, 2001; 

Smith et al., 2011; Vanhonacker, 2004), there are some perceived risks with the 

phenomenon guanxi. Su and Littlefield (2001) and Noteboom (1996) mention that one 

risk is that the developed trust and relationship will not stay as it is if it is not managed. 

Therefore, it can be perceived as rather time consuming (Kriz & Keating, 2010) and 

costly as it demands resources to maintain and build guanxi (Kriz & Keating, 2010; 

Noteboom, 1996; Su & Littlefield, 2001). Davies et al., (1995) along with other 

scholars (Kriz & Keating, 2010; Pearce & Robinson, 2000; Smith et al., 2011) 

emphasize that guanxi relationships could be harmful if one have perceived them 

incorrect. The scholars state that guanxi can be misleading or even seen as corruption or 
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bribery when used wrongly. It could also decrease the chances of being able to build 

good relationships in China if one interprets it wrong. Western people have according to 

Vanhonacker (2004) a view on the phenomenon as if one is “taking advantage” of 

others, but Chinese people see it from another angle, that it is good to have favours 

deposited for future usage. All case study companies have developed code of conducts 

and policies to minimize the risks when doing business internationally. Even though, 

the interviewees have perceived some risks when doing business in China and with the 

development of relationships in the country.  

 

In accordance with Su and Littlefield (2001) and Noteboom (1996), Wahlberg (ABB), 

Melin (Clas Ohlson), Tavs (Kinnarps) and Hammarstedt (NORDEN Machinery) believe 

that the relationship needs to be maintained through social events and on a more 

personal level than other relations. They all stress that developing relationships in China 

takes time, which demands a lot of resources. Tavs (Kinnarps) acknowledges this as a 

risk for companies. Giving gifts is perceived as common in China (Fan, 2002; Yau et 

al., 2000), and all the interviewees identify this as a risk. The interviewees emphasize 

they have little knowledge about gift-giving and therefore they use their policies to rely 

upon in this matter. The interviewees stress that this is a way to minimize the risks, 

Wahlberg (ABB) acknowledges that China have had considerable problems with 

bribery but that the government has done a great job solving these problems.  

 

Furthermore, some interviewees have perceived risks with guanxi that has not been 

introduced in the literature review. The interviewees from ABB, Clas Ohlson and 

NORDEN Machinery emphasize that a risk with developing such personal relationships 

in China, is that the person, who has developed those, can take them along with them 

when leaving the company. A way to minimize these risks is according to Hammarstedt 

(NORDEN Machinery) that the seller can introduce a replacement seller to his contacts 

and so forth, build a new relation based on their common contact which Melin (Clas 

Ohlson) agrees with. Another risk that Melin and Hammarstedt have perceived is that 

the parties of the relationship can become too close and friendly, so forth losing focus 

on the business relationship. The risk in that case, is that they stop looking for the best 

option available and misses out on opportunities.  

 

Hammarstedt (NORDEN Machinery) highlights another risk, that has not been 

introduced by scholars. The risk relates to the hierarchy in China, which is more 

transparent. Companies must follow the hierarchy and cannot skip one level or person 

when doing business or building relationships. He emphasizes that all persons should be 

able to feel appreciated and show that they have done a good job to their superordinate. 

Hammarstedt gives the example of giving discount, where one should not give all 

discount at first, but little to each person. He highlights that the risk is, that it is not 

commonly known how many steps or persons that one can meet during the process.   
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 ABB Clas Ohlson Company X Kinnarps NORDEN 

Time-

consuming 

and costly  

Y Y Y Y Y 

Harmful if 

interpreted 

incorrect 

Y Y Y Y Y 

Resource 

demanding 

Y Y Y Y Y 

“Taking 

advantage” 

Y/N N N N Y/N 

Table 10: Analysis of benefits of guanxi. Source: Own 

(Y) yes, theory is applicable (N) no, theory is not applicable 

(Y/N) theory is partly applicable (–) no answer was given 

 

Table 10 presents whether the interviewees agree with the literature review on the 

subject or not. All the participants have perceived risks in accordance to the literature 

review. All five case participants emphasize the risk of interpreting it incorrect. To 

minimize the risk, the companies have established distinctive code of conducts. A few 

interviewees mentioned risks not stated by scholars. 
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6 Conclusion 

This chapter will exhibit the answers to our research questions, which derives from the 

analysis conducted in the previous chapter. Furthermore, theoretical and practical 

implications of the thesis will be given. Limitations along with suggestions for further 

research conclude this chapter.  

 

Out of the five interview participants, only one had heard the term guanxi before. 

Hence, the empirical findings show that the phenomenon is unknown even though the 

area contains extensive research. Previous research has shown the influence the 

phenomena can have on the success of a company on the Chinese market. Thus, it is 

important to understand how to apply it to a company’s business for it to be beneficial. 

By analysing guanxi, its building stages, management strategies and the perceived risks 

and benefits in theory and practice, the authors can introduce final answers to the 

research questions. The purpose of the study was to answer the following research 

questions: (RQ1) How do Swedish companies build B2B guanxi in China? (RQ2) How 

do Swedish companies manage their guanxi relationships? and (RQ3) What are the 

perceived risks and benefits for Swedish companies with B2B guanxi? 

 

6.1 Answering the research questions 

RQ1: How do Swedish companies build B2B guanxi in China? 

The empirical findings illustrate, in accordance with theory, that relationships in China 

takes long time to develop. When developed, they are used and maintained for a long 

time. The interview participants have all experienced a structural difference in China in 

comparison to Sweden. The hierarchy is more transparent in China. Nevertheless, some 

interviewees argue that these differences are becoming less visible as the companies 

they work with develop a Western mindset. The empirical findings exhibit that 

hierarchy and structural differences should be taken into consideration when conducting 

business in China. In the literature review, it can be found that the process of building 

guanxi contains of four steps (targeting, scouting, signalling and packaging). The first 

research question in this thesis concerns how Swedish companies build guanxi in China. 

Whether companies follow the process containing four steps or not. The literature 

shows that relationships are essential for conducting business in China whereas guanxi 

helps close the gap between two people and creates a bond between those.  

 

When building guanxi in China, the empirical findings show that the majority of the 

companies follow the process found in theory. Despite the fact that they were unaware 

of the phenomenon since before. Arguably, this shows that the concept of guanxi should 

not be diminished, as it subconsciously is used to conduct business on the Chinese 

market. The interviewees who answered questions about their relationship building 

process in China, all conducted targeting in various ways. The empirical findings 

demonstrated that all case study companies used intermediaries or employees at site to 

conduct scouting. It is perceived that this depends on the fact that scouting concerns 

finding a common basis, which is easier for a person situated or who has an established 

network in China. When conducting signalling, it was found that the majority of the 
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interviewees used intermediaries. Whereas some invited their new customers to social 

events. The interviewees highlighted that signalling should be conducted in a manner 

where respect towards hierarchy is visible. The literature review describes that one 

should not ask for favours immediately when the contact or relationship is established. 

Hence, one should package the relationship properly and not show the strategic motive, 

which the empirical findings is consistent with. This step, packaging, is perceived as 

crucial by the interviewees.  

 

RQ2: How do Swedish companies manage their guanxi relationships? 

In the literature review, the importance to cultivate guanxi relationships is emphasized. 

Thus, our second research question concerns the management strategies Swedish 

companies use to maintain guanxi relationships. Bonding, reciprocity, trust and empathy 

along with social interactions are the main management strategies acknowledged by 

theory. These strategies can have a clear effect on the development of the relationship 

and which benefits to be received. The common view of management strategies is as a 

social investment which underlines the large part it plays when cultivating guanxi 

relationships. 

 

The findings imply that bonding, trust, empathy and social interactions are the used 

management strategies for cultivating a guanxi relationship from a Swedish company 

perspective. The descriptions of the companies’ activities can be aligned with the names 

of the strategies. Whereas focus lies on trust and social interactions, which are perceived 

as the most important strategies. Developing trust and actively partake in social 

interactions are perceived as the core of cultivating guanxi relationships. However, it 

differs among the companies how the social interaction is made. Reciprocity and gift-

giving are stated as delicate strategies, thus Swedish companies avoid to use them. The 

absence of two main strategies within the companies, have not contributed to difficulties 

when cultivating guanxi relationships. Although, one needs to be aware of the strategies 

since it is still a part of Chinese business relations and is more common among smaller 

Chinese businesses.  

 

The findings present that companies get assistance and use their sales offices and 

Chinese co-workers in China to cultivate guanxi relationships. This is identified as an 

additional management strategy for Swedish companies, not mentioned by scholars. 

Despite that the companies are not aware of the name of the phenomena, it is still 

known that one has to manage Chinese relationships in a certain way. The companies 

are aware of social investments in business relationships are needed. But it is shown that 

most of the cultivation of the relationships is done by their Chinese co-workers. The 

company can benefit from cultural knowledge, the phenomenon and how to manage 

guanxi relationships correctly. To conclude, management strategies are essential for a 

guanxi relationship to stay valuable. Whereas a considerably amount of time need to be 

invested to reach an advantageous relationship. Nonetheless, the strategies are adapted 

to suit a company’s policies and business operations. 
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RQ3: What are the perceived risks and benefits for Swedish companies with B2B 

guanxi? 

The literature review describes risks along with benefits with guanxi networks. All 

interviewees emphasized that their companies have developed clear code of conducts to 

minimize the most obvious risks. In the empirical findings, one risk described is that 

guanxi or networks takes time to develop. Thus, it is perceived as time-consuming and 

costly in the beginning. One risk with guanxi that the interview participants have 

identified, is the risk of them being on a personal level. It is emphasized that the person 

who builds the relationship can take the relationship with them when leaving the 

company. Hence, the risk could be conquered if the new employee is rightly introduced. 

Another risk that have been identified is the two parties becoming too close and lose 

focus on their business operations. 

 

From the empirical findings, it can be found that all interviewees see their relationships 

and networks as prerequisites for conducting business. The majority perceive their 

networks to provide benefits such as knowledge, smoother business operations, new 

customers and help when needed. As the business operation run smoother, the costs can 

be lowered as the network can help the company save time. The interviewees 

acknowledge that their networks have resulted in more resources. One benefit which is 

highlighted is that the network makes it possible to reach out to customers who 

otherwise would not be reached. The empirical findings demonstrate that the benefits 

outweigh the risks and thus, makes it worth investing time and money. 

 

6.2 Revised theoretical synthesis 

 
Figure 2: Revised theoretical synthesis. Source: Own 

 

By analysing the empirical findings in relation to the literature review, conclusions 

regarding new aspects which affects the process of building and manage guanxi have 
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been identified. Thus, the original theoretical synthesis has been revised due to the 

findings. It can be established that scouting is achieved via intermediaries and thus, 

added to the theoretical synethesis. Intermediaries are mentioned in theory, but not at 

such large extent. On the contrary, reciprocity and gift-giving are management strategies 

which are not used by Swedish companies. Therefore, they do not affect the cultivation 

of guanxi relationships. Instead, they have been replaced by help from Chinese co-

workers as a management strategy. However, it is emphasized that trust and social 

interactions are the main strategies and therefore, are addressed in bold lettering. The 

outcomes of guanxi remain, thus smoother business operations have been recognized as 

an additional benefit. Furthermore, the findings imply relationships get too personal 

and relationships leave the company with the person as two additional risks not 

acknowledged by the literature. The new findings have been added to show the result of 

this study, presented in a revised theoretical synthesis.  

 

6.3 Theoretical implications 

There is extensive research on guanxi and its effects on business performance. 

However, little has been done in the research area regarding how a company build and 

manage B2B guanxi and what risks and benefits a company perceives when handling 

the phenomena. By conducting research on the area from a Swedish company point of 

view, a contribution to fill the stated research gap was accomplished. The findings 

indicate that Swedish companies unconsciously use guanxi when conducting business in 

China. Furthermore, they indicate that the benefits are greater than the risks. This thesis 

demonstrates that a developed understanding about the subject simplifies the access to 

valuable resources for Swedish firms in China.  

 

Hence, a theoretical contribution on the area has been made by presenting alternative 

usage of building stages, management strategies and additional risks and benefits which 

have not been mentioned in the existing theory. By identifying these findings, the role 

of guanxi is determined within Swedish companies and the usage of it. For Swedish 

firms operating in China, guanxi is established and used as a tool to create long lasting 

relationships and overcome hinders which can occur as a result from cultural 

differences. 

 

6.4 Practical implications  

The empirical findings expose that an understanding of guanxi is not a prerequisite for 

Swedish companies who are active on the Chinese market. Thus, the authors of this 

study acknowledge the fact that an understanding could simplify the business operations 

for Swedish firms in China. It is also perceived that guanxi networks contribute with 

more benefits than risks when managed correctly. Furthermore, the authors recommend 

Swedish companies, active or interested in the Chinese market, to attain a detailed 

knowledge of the culture. Whereas the authors perceive guanxi to be a main component 

of the Chinese culture, affecting the local business culture. Social networking and 

personal relationships are proved to be of importance in China. Hence, we recommend 
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Swedish companies to establish relationships and networks of both formal and informal 

types.  

 

6.5 Limitations 

During the evolvement of this thesis, the authors have encountered numerous 

limitations. These have influenced the quality of the findings and the capability to 

answer the research questions. The main limitation involved the acquaintance which 

Swedish companies had concerning the phenomenon of guanxi. This was solved with 

questions on relationships and network, which are topics that can be associated with the 

characteristics of guanxi. Whereas these questions helped to research whether the 

phenomenon was coordinated within the companies’ operations or not, despite the fact 

they were unaware of the term. The study only extracted data from interviewees which 

consequently travel to China or from businesspeople stationed in the country, another 

limitation derives. Thus, the study shows how the phenomenon affects these firms, 

adding a Chinese perspective to the study would have provided another, interesting 

view. The findings in this study are based on five cases, whereas more respondents 

would have provided further depth to the study and generalizations could have been 

drawn. 

 

6.6 Suggestions for further research 

Guanxi is a highly researched topic, nonetheless, research regarding the building stages 

and management strategies is close to non-existent. Therefore, numerous suggestions of 

further research have been identified which can be viewed as an extension of this study 

and continue to fill the research gap.   

 

• Research regarding how guanxi affects Swedish companies in China through a 

Chinese point of view. By examining the subject through a Chinese perspective, we 

believe Swedish companies can gain an in-depth understanding about the 

phenomenon and the effects it may have on the business operations on the Chinese 

market.  

 

• To investigate if the phenomenon differs depending on which region in China a 

Swedish company operates. China is a large country and consists of different 

regions. Thus, a need to understand whether the phenomenon, as we have perceived 

it, is applicable for the whole country or not. This would give Swedish companies 

knowledge on how to adopt their business relationships depending on where in the 

country they are active. 

 

• Research regarding how Chinese companies practice guanxi when conducting 

business with Swedish companies. By examining how Chinese companies are using 

guanxi when doing business with Swedish companies, perceived differences and 

how one handles it can be distinguished and led to improved business relations. 
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Appendices 

Appendix A Interview guide 

Year of establishment 

Industry of main activities  

Time of entering into China 

Motives of entering China 

Forms of operations in China 

Firms situation in China 

 

Section A. Business network 

1. Do you think that your business interactions are influenced by your business 

relations? 

 

2. Have you experienced a structural difference in the relationships in China 

compared to your Western relationships? 

 

3. Was a relationship established before any business actions were conducted? 

 

Section B. History of guanxi 

1. Do you think the Chinese culture relates to a person’s behaviour and how one 

acts in a social context? 

 

Section C. Definitions of the phenomena 

1. What have you perceived as the unique aspects of doing business in China? 

 

2. Have you experienced that your network has helped you once you have faced 

troubles in a business context? 

 

3. Have you perceived those relationships as built to last for a longer period of time 

than your usual relations to be able to gain mutual benefits? 

 

Section D. Types and characteristics 

1. Do you believe you have gained more knowledge through your guanxi network? 

 

Section E. Building stages of guanxi 

1. How do your Chinese business relations look?  

 

2. Did the company have any particular intentions for building relationships with 

Chinese businesspeople? 

 

3. Once you had found the target person for the relation, how did you manage to 

reach out to that person?  

 

4. With the persons, you have established relationships with, where there any 

common basis in the initial stage?  

 

5. Did you have any link to the other party of the relationship on beforehand? 

a) If yes, how did you know them?  

b) If no, how did you initially establish the first contacts with them?  

c) If no, were there any intermediaries involved? 
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(Ask question only if intermediaries are confirmed by interviewee)  

6. Did you know the third party before?  

a) If yes, how did you know the third party?  

b) If no, how did you find out the third party?  

 

7. Did the company ask for some favours from the Chinese party immediately after 

establishing the first contacts with them? 

If not, please specify when. 

If yes, did you try to return the favour immediately? 

 

Section F. Management strategies of guanxi 

1. Can you generally describe how did you try to improve the relationships with 

your Chinese counterparts? 

 

2. Do you feel that the relationships with your Chinese counterparts are at a 

personal level?  

If yes, did you feel it strengthen the relationship? Did you feel it was an 

obligation to share your inner feelings? 

 

3. Have you and your company tried to build trust with Chinese businesspeople?  

 

4. After establishing initial contacts, did you and your company try to increase 

interactions with the Chinese counterparts? Please specify when and how  

 

5. Did you hold dinner with the Chinese counterpart? Did you do gift-giving?  

a) If yes, on what occasions, what kind of gifts and what are the value, what 

was the intention of gift-giving and dinners?  

b) If no, what was the reason of this?  

 

6. Did you and your company offer any favours to the counterpart? 

If Yes, when and what did you do and on what occasions  

 

7. Did you perceive any favours from the counterpart?  

If Yes, when and what did they do and on what occasions  

 

8. Have you nurtured the relationship even though there is nothing to gain from it 

at the moment? 

 

Section G. Risks and benefits 

1. To what extent do you think your company was benefited from having the 

relationships? 

 

2. Have you experienced any risks with building guanxi (relations) in China?  

 

3. Have you found any mentionable difficulties in building and managing the 

relationships between you and Chinese counterparts? 

 

General comments 

1. Do you have any general comments relating to building and cultivating business 

to business guanxi in China? 

 


