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Understanding the Critical Success Factors of Doing Business in China (Part 2) 

- China.direct.biz, by Noam David Stern and Daisy Du (18 March 2019) 

Since I moved to China in 2005, I have been advising and supporting mostly Scandinavian but also some 

US, UK and Australian companies with their market access, company establishments and business 

operations in China.  

 
Over the years, I have assisted numerous overseas B2B and B2C companies and project managed the 

set-up and start-up of around 60 Foreign-Invested Enterprises in China. 

 
Based on my own extensive hands-on experience in China, I have formulated my own Lessons Learned 

about the Critical Success Factors of Doing business in China. Please also refer to the published Part 1. 

 
1) Do not assume that the average Chinese consumer knows ‘Nordic Values’ and ‘Made in 

Scandinavia’ will sell on its own. Chinese consumers are spoiled for choice from around the world.  

In China, many Nordic companies are rightly proud of their unique design tradition, craftmanship and 

high-quality products but wrongly assume that Chinese consumers know this heritage that is an integral 

part of many Nordic brands. 

 

As a result, they tend to promote similar product qualities like functionality, sustainability and simplicity 

but often ignore unique Chinese tastes and preferences. Everything is branded ‘Nordic’ as if this will 

automatically tempt Chinese consumer to buy their products.  

 
But with China’s expanding middle class and rising prosperity, Chinese consumers are daily bombarded 

with brands from around the world that also highlight their unique legacy and product features.  

 

Building Nordic brand awareness and a critical customer base in China takes long-time investment and 

commitment. 
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2) If you want to achieve real success in China, you need fully dedicated people on the ground who 

can drive sales. Online and offline is not a question of either/or but both. 

Many overseas companies wrongly perceive Cross-border E-commerce as an easy and affordable 

shortcut to reach millions of potential Chinese consumers from the comfort back home in which third-

parties are entrusted and paid to promote, sell and deliver their products in China.  

 
But this one-sided market strategy fails to recognize the difficult task and high cost of selling online and 

building brand awareness in the highly competitive Chinese consumer market. Without a realistic and 

well executed marketing plan and budget, many overseas brands are doomed to fail. 

 
The latest consumer trend in China is New Retail or O2O that merges service, convenience and quick 

delivery into one seamless online-offline experience.  

 
To build a customer base and drive sales in China still requires your own people on the ground who 

understand how to combine online with offline activities.  

 
3) In China, many local authorities and companies will only show you the tip of the iceberg and not 

was is hidden beneath the surface. If it is too good to be true, it probably is.  

When doing business in China, many overseas companies are easily misled and taken advantage of by 

local officials, suppliers, distributors or clients that promise quick and easy access to the Chinese market 

through their personal connections and network.  

 
Here, they will paint a bright picture and promise great rewards until the point of no return when they 

have secured your signature.  

 
The overseas company will suddenly be presented with different requirements, fees and costs that have 

never been mentioned before under the pretext that “this is how things are done in China”.  

 
Never conduct business in China based on wishful thinking and always consult with an independent 

third-party for advice and background checks. 
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4) In the critical start-up phase, it is better to focus your energy on core business and buy supporting 

operational services than to spent precious time on managing everything yourself in-house. 

Starting-up a company from scratch in China is no simple task as it requires getting familiar with many 

different rules and regulations, recruiting and hiring new personnel, building a local customer base and 

managing the daily work flow.  

 
It is very easy to get caught up with trying to understand why and how things are done in China and use 

a lot of time on practical chores rather than focusing on core business.  

 
During start-up, it is better to free your limited resources and outsource some back-office functions 

like accounting and payroll to external service providers while you focus on core activities like sales & 

marketing and customer service.  

 
5) When recruiting, let the salary be a function of the job requirements and do not let your selection 

be a function of the salary. Demand outstrips supply for the best people in China. 

When recruiting and hiring local personnel in China, many overseas companies do not realize the high 

demand for qualified people and rapidly rising labor cost.  

 
Salary budgets are therefore set too low from the start and instead of paying the correct salary for the 

required skills and experience, the company ends up hiring people based on an inadequate budget.  

 
Considering these labor market constraints from the beginning is key as employing and firing the 

wrong people is much costlier in China than paying the right people the real market price. 

 
6) In China, as the saying goes: “It is better to ask for forgiveness than for permission”. The Chinese 

authorities often let the market forces take their course before they start to regulate. 

In most Western countries, the authorities will regulate the market forces before new inventions and 

innovative ways are introduced to the public whereas in China it is often the other way around.  

 
Many Chinese technology driven companies follow this unofficially sanctioned but commonly accepted 

opportunistic business behaviour where it is better to act fast and apologize later. This allows Chinese 

companies to test out new ideas in real life and quickly fine tune their product offerings.  
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Overseas companies can learn a lot from this mindset of daring free enterprise in terms of business 

innovation and execution in China. 

 
7) When doing business with the Chinese, remember the words of Winston Churchill: “Now this is 

not the end. It is not even the beginning of the end. But it is, perhaps, the end of the beginning”.  

It is important to understand that doing business with a Chinese party is often based on building Guanxi 

or personal relationships as a way of establishing trust in a society where the Rule of Law is less 

developed.  

 
To negotiate a business deal in China can be a demanding and frustrating task that requires much 

patience. But once signed, the agreement is often considered the starting point of an ongoing business 

relationship rather than just a final deal covering every scenario and eventuality.  

 
Always seek practical advice and support from an experienced Chinese-speaking adviser or trusted 

employee who can be your eyes, ears and confidant during the negotiations. 

 

Contact 

Noam David Stern, Founding Partner 

noam@china-direct.biz 

Mobile: +86 136 1169 1358 

www.china-direct.biz 

 
China-direct.biz is a business advisory & service firm in Shanghai that offers practical advice and support to mostly 

Scandinavian companies with their market access, company establishments and business operations in China. Our 

partner team has a strong legal and business background combined with many years of experience in assisting 

foreign-invested companies in China. 
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