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JOSE FELIX VALDIVIESO / Chairman of IE China Center

or reasons not worth exploring
here, religion is no longerin fash-
ion in the world today, with the
exception of the Muslim nations:a
certain secularization has spread across
the planet. At the very least, religion is
no longer fashionable in the traditional
sense of the word, as a system of beliefs
and practices that bring together the
majority of the population of a country
orregion around a social structure.

This traditional concept of religion
was introduced in China in the 19th
century, through Japan, which has so
often servedtotransmitideasand trends
to its neighbor. Japan coined the word
Shikyé (;R#), religion, and the Chinese
borrowed the concept, adopting the
same characters, but pronouncing it
zéngjiao (5RZ). From the first Chinese
Republic, after the fall of the Qing Empire
in 1911, to the present day, Buddhism,
Taoism, Christianity and Islam have been
recognizedasreligionsin this traditional
sense. All other religious beliefs and
practices, local cults and other types
of spiritual manifestations not part of
these major religions were relegated to
the category of superstitions and beliefs
(mixin 1E).

However, inits less traditional or more
lax meaning, we could talk about minor
religions, in which case religion is eve-
rything that has to do with spirituality,
which never goes out of fashion, because
regardless of their cultural differences,

The adventure of the spirit

all societies are spiritual. The spiritual
gene is an intangible and enduring
part of our DNA. Its greatest flaw is part
of its greatest virtue. It is omnipresent,
butintangible: it is not located in any
one place. Moreover, while certain
movements may appear to be free of
spirituality, of religion, in reality they
are still spiritual manifestations. “The
Cultural Revolution was far from being a
secularizing movement. Rather, it repre-
sented the apotheosis of a parallel trend
of political sacralization that was rooted
in the religious and political culture of
imperial China, as well asin the utopian
and apocalyptic dimensions of modern
revolutions,” writes Vincent Gossaert, an
expertonreligionin China®™.

Much has been written in the West
about China'’s seeming lack of religious
spiritand the difficulties of fitting the con-
ceptof Western religioninto Chinese cul-
ture. Traditionally, there has been much
debate over whether Buddhism, Taoism,
and Confucianism, the so-called Three
Religions (sanjiao =#) @ are wisdom:s,
teachings, orreligions as the West under-
stands them. The failure of Matteo Ricci
and other Jesuitsin the late 16th century
to convert the Chinese to Catholicismis
often attributed to the supposed inability
of the Chinese to grasp the concept of
monotheism. This ‘lack’ of religiosity may
have as much to do with the fact that the
Chinese are not religious in the way we
understand it in the West.

That said, we might ask why there
are so many temples and shrines in
China, and why, if one travels through
the country, one witnesses so many
manifestations, ranging from lighting
candles, burningincense, or other prac-
tices, such asrespectingssilencein those
templesandshrines, asin other parts of
the world. It is also often pointed out
by writers such as the French sinologist
Cyrille Javary that the Chinese language
lacks a character thatrepresents exactly
what the word God does in Western
languages.

In 2003, when China joined the select
club of countries that have launched a
human into space, Colonel Yang Liwéi’s
rocket was called Shénzhéu (f##1),
which was translated in Western media
as the divine spaceship. The name was
the inspiration of the then president
of China, Jiang Zémin. Javary wonders
why he chose a name with a clear theo-
logical significance, given the Chinese
Communist Party’s avowed atheism.
His answer is that Shén (f#), is a very
old character, which has nothing to do
with divinity, but rather with spirits in
general,inthe shamanistic sense. Javary
therefore translates Shénzhou (18 1),
not as divine spaceship, but as the space
ship of the spirits, which is still neither
socialist or scientific. He explains that
the reason Zémin chose that term is
because of its perfect homophony with
another expression Shénzhéu (£ 1),
whose spelling in Chinese characters is
slightly different from Shénzhéu (8 £1),
and its meaning completely different:
this Shénzhou (f8F}) is an ancient and
poetic term for China. If Javary is correct,
the question that mightthen be asked is

whethershamans, belonging to minor re-
ligions, are less spiritual than the priests
of major religions . The answer to which
would clearly be no.

Leaving aside this rather convoluted
explanation and the linguistic playful-
ness the Chinese languageis capable of,
perhaps it could be argued that Shén (
##), while not corresponding directly to
God or the divine, does speak of spiritu-
ality, of religion, albeitin alooser sense,
as mentioned above.The spiritual gene
is a gadfly. Itis a very tangible intangi-
ble, which manifests itselfin all human
societies, to correct the purely material
aspects of our inexplicable existence.
Adam Smith himself, the father of capi-
talist theory, who never used the term
capitalism, instead believed markets
not only functioned according to indi-
vidual and material interest, but also
to our feelings for others: compassion,
sympathy, and concern for all men, all
spiritual manifestations. This was the
core argument in his first work, The
Theory of Moral Sentiments, which he
continued working on throughout his
life, even after the success of The Wealth
of Nations.

Smith’s introduction to The Theory of
Moral Sentiments illustrates this: “How
selfish soever man may be supposed,
there are evidently some principlesin his
nature, which interest him in the fortune
of others, and render their happiness
necessary to him, though he derives
nothing from it except the pleasure of
seeingit. Of this kind is pitty or compas-
sion, the emotion which we feel for the
misery of others, when we either seeiit,
orare made to conceiveitinavery lively
manner”®.Smith seems to be saying that

Individual interestis good for trade, but
not for life. Commerce must be corrected
by certain values, by certain spirits.

The IE China Center’s report this year,
TheIntangible Concept Behind a Tangible
EconomicMiracle, probes the spirit that
drives Chinese entrepreneurs to over-
come political, economic, social and
other barriers, in the belief that what
drives them is a vocation, not unlike
the fiery religious or spiritual calling
of the West. As the report notes, given
the religious roots of the concept of
vocation, and based on the arguable
premise that the Chinese are generally
unfamiliar with the religious spirit, re-
search into the origins and purposes of
that concept are borrowed from West-
ernreligion.

That said, if we accept that all human
beings are endowed with a spiritual
gene, however intangible, surely there
is nothing to prevent future research on
the adventure of the entrepreneurial
spirit from focusing on Chinese spiritu-
ality as its measuring stick.

(1). Cf. The Religious Question in Modern
China,Vincent Gossaertand David A. Palmer,
University of Chicago Press, 2011, p. 167.

(2).Cf. San (=) is three, and jiao (34) is teach-
ing, religion. The Chinese word for religion
is zongjiao (R¥)

(3).Cf. Les trois sagesses chinoises: Taoisme,
Confucianisme, Buddhisme, Ed. Albin
Michel, 2010, p. 21 onward.

(4). Cf. The Theory of Moral Sentiments,
Adam Smith, Penguin Classics, 2009, Sec-

tion | Of the sense of propriety, Chapter 1
Of sympathy, p. 14.
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espite the challenges posed by
the Covid-19 pandemic, China was
the only major economy to grow in
2020, managing 18.3% year-on-year
in the first quarter of 2021. A range of fore-
casts for 2021 are all above 6%. These num-
bers will be no surprise to anybody familiar
with the history of the Chinese economy
over the past few decades. Scholars have
been investigating the country’s economic
miracle closely, developing theories based
on various perspectives in the hope of rep-
licating it to energize the global economy.

With its focus on China’s economic and
business practices, in recent years, the |E
China Center has been paying special
attention to entrepreneurship and inno-
vation in China, considering them as the
fuel for future economic growth. In our
2019 report, we compared European and
Chinese entrepreneurship models, not-
ing their similarities and differences in the
hope of providing a better understanding
of what makes the country’s private sec-
tor tick. In our 2020 report, we looked at
the contribution of family businesses to
Chinese economic growth, with additional
attention to post-Covid collaboration with
Chinese businesses.

This year, we continue by digging deeper
into the most basic element that drives the
Chinese economy, the people, and more
specifically, entrepreneurs and executives.
We intend to contribute to an understand-

BIN MA / Academic Director of IE China Center
Assistant Professor of Leadership and Behavioral Science
|E Business School, IE University

JINGZHOU PAN / Department Chair and Associate
Professor of Management Tianjin University

‘ ‘ “As one of the ultimate drives, a calling can
motivate Chinese entrepreneurs and executives to
pursue their careers and, further, power the Chinese
economic miracle.”
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ing of the growth of the Chinese economy
by taking a more focused examination of
the inner world—spirituality, and motiva-
tion—of China’s hard-working business-
people.

When discussing what motivates entre-
preneurs, business school academics in the
West sometimes use the construct of “a
calling”, connoting a quasi-spiritual drive
that gives purpose and meaningfulness
to work. People with a calling find their
work fulfilling, rooted in their inner-life and
central to their personal identity; this is
arguably the ultimate drive for working.

Given its roots in religion, research into
the idea of a calling has largely focused on
the West, rather than on China. Findings
typically identify three components of a call-
ing: the notion of an external summons—
an individual feels “called” to a specific
type of work, which necessarily implies a
“caller,” in the form of a higher power; a
person'’s approach to work aligns with their
broader sense of purpose in life; and finally,
a career oriented toward benefitting soci-
ety. Obviously, not all of these findings are
appliable to Chinese society, and do not
necessarily explain why Chinese entrepre-
neurs and executives are so dedicated.

For our 2021 report, we have conduct-
ed studies using different data sources,
along with a combination of qualitative
and guantitative research methods to ex-
plore the extent to which we can talk in
terms of a calling in the context of Chinese
entrepreneurs and executives, and that
underpins their passion and perseverance,
especially during difficult times. Could this
intangible engine be what helps drive the
growth of the Chinese economy? A bet-
ter understanding will help us gain insight
into the people powering the Chinese
economic miracle, while at the same time
laying the foundations for ongoing global
collaboration.

Conceptualizing a Calling in the
Chinese Business Context

For the first step, we aim to conceptualize
what a calling means to Chinese entrepre-
neurs and business executives. We conduct-
ed data crawling on the internet regarding
the speeches, interviews, and biographies
of 169 iconic business leaders (N=169) listed
on the Outstanding Private Entrepreneurs in
the 40 Years of Chinese Economic Reforma-

DEMOGRAPHICS OF INTERVIEW SAMPLE (N=34)

tion by the All-China Federation of Industry
and Commerce (ACFIC).

Further, we conducted in-depth inter-
views with 34 Chinese entrepreneurs and
business leaders (N=34) from nine different
industries. The demographic information is
summarized in Table 1, showing a balanced
distribution in all criteria.

(Table 1)

B GENDER

Female
33,33%
»

Male

66,67%
<

25 and below. 6,67%

50 a”dzzb&ﬁf v  26t029.10,00%
,007%
. 3010 35
26,67%
401049
26,67%
»

36 to 39.10,00%

H INDUSTRY

AgricultureA 3,03%
Art/entertainment/
media. 303% | Textie. 3,03%

Education. 3,03%

Technology
Chermical ““ 36 36%
industry. 6,06% ‘
Service
industry 6,06%
Energy 6,06% -
Manufacturing
33,33%
u EDUCATION
Associate
34,78%
Others
34,78%"
Bachelor
Graduate ~26,09%
4,35%
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We processed the original data into items
and labels using Deductive Qualitative Anal-
ysis (DQA). Following DQA procedure, we
eventually came up with 11 labels catego-
rized into four dimensions: altruistic contri-
bution, actualizing the value of life, personal
attachment, and external influence. These
results are shown in Table 2, followed by de-
tailed explanations and examples of each
dimension with quotes from both samples
introduced above.

Altruistic contribution
Altruistic contribution is the most frequent-
ly seen dimension, indicating a connection
between one's belief in a personal mission
and a willingness to serve others by con-
tributing to the country or giving some-
thing back to society.

B In 1968, He Xiangjian founded Midea
Group, now one of China’s most suc-
cessful family businesses and among
the largest electrical appliance manu-
facturers, with more than 60 overseas
branches. He once mentioned: "My fam-
ily and | are very grateful and want to
give back to society. We share a sense
of social responsibility and a willingness
to help others.”

B Liu Yanyun is the founder of Kinghey
Group, a food manufacturer with more
than 50,000 employees in China. Due
to the nature of the industry, Mr. Liu al-
ways says he sees a strong connection
between the business and his country.
Regarding his motivation, he once said:
"We work very hard to create more
wealth for the people of my country, so
that the younger generation can benefit
from a new era of self-actualization... this
is not just about creating jobs for them,
but more importantly, to create happi-
ness and meaningfulness together with
them, so that they can in turn contribute
to our country.”

g CONCEPTUALIZATION OF CALLING

(Table 2)

DIMENSION FREQUENCY FREQUENCY
(INTERNET (INTERVIEW
SAMPLE N=169) SAMPLE N=34)

ALTRUISTIC Positive Influence

CONTRIBUTION Service for Others 45.32% 47.06%
Contribution to the Country

ACTUALIZING THE Goal Achievement

VALUE OF LIFE Self-actualization 32.87% 41.18%
Meaningfulness and Value

PERSONAL Faith . .

ATTACHMENT Preference e S8

EXTERNAL Societal Trend

INFLUENCE Group Expectations 12.12% 5.88%
Obligation

Actualizing the value of life

The second dimension is actualizing the

value of life, or working on self-improve-

ment and the actualization of personal
goals.

W Liu Chuanzhi, the founder of Lenovo,
once said: "Before the age of 40, |
worked for the Chinese Academy of Sci-
ences. | could not turn my scientific and
technological innovations into real prod-
ucts. Instead, | had to publish papers
and pursue academic hierarchies. | was
so bored that | decided to start my own
business and give myself an opportunity
for achieving my personal value. This was
my original intention [for becoming an
entrepreneur].” Lenovo hit the headlines
in 2005 when it acquired IBM’s personal
computer division. The company oper-
ates in more than 60 countries and sells
its products in 180.

B Xu Jiayin, the founder of Evergrande
Group, began his professional career in
a secure job allocated by the state after
his college education. Seeing the oppor-
tunities that accompanied economic re-
form, he quit his job, moved to Shenzhen
and created his business, explaining that
he doesn't define himself in terms of “liv-
ing a repetitive and ordinary life.” Ever-
grande is the second-largest real estate
company in China by sales. In 2018, the
company was ranked the most valuable
real estate company by Brand Finance.

B Liu Yanyun, the founder of Kinghey
Group, told us: “In the first half of my
life, | focused on business, the success
of which is measured by the size of my
company; in the second half of my life, |
intend to devote my personal value into
the education of the younger genera-
tion.”
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Personal attachment

Personal attachment is usually associated

with a passion or interest, aiming to devote

oneself to developing a specific industry.

B Yan Qj, the founder of Tao Ranju Food
Culture Group, whose activities include
catering, cheftraining and education, as
well as the hotel business and agricul-
ture, is quoted in an interview: “the food
business has always been Tao Ranju’s
main business because | love this indus-
try and see it as my career and the reason
I went into business.”

B When Li Shufu, the founder and chair-
man of Zhejiang Geely Holding Group,
visited Los Angeles in the 1990s, he was
inspired to help China create its own mo-
tor industry. Motivated by this passion,
he completed the “transformation of be-
ing a farmer to an expert of the auto in-
dustry within 10 years of self-education.”
His privately-owned company, Geely, ac-

quired Volvo Cars in 2010 and the British
sports carmaker Lotus in 2017.

External influence

The last dimension of a calling we identi-

fied for Chinese entrepreneurs and busi-

ness executives is external influence, par-
ticularly from one’s family and society.

B Zhou Qunfei, the Chairman of Lens Tech-
nology, which supplies Apple, remem-
bers her decision to start a business:
"This was a very difficult time, but my
family, relatives and friends encouraged
me. | swore to myself that | would work
hard to make a better life not only for
myself but, more importantly, for them.”
Growing up in modest family, Ms. Zhou's
initial aim was to “give [her] family a bet-
ter life.” She later suffered depression,
but the support of her daughter and hus-
band, as well as her employees, enabled
her to carry on. Under the leadership of

Enriching a Calling in the Chinese
Context: a scale measurement

ing of the meaning of a calling for Chi-
nese entrepreneurs and businesspeo-

ple, which we have summarized as 11 labels
categorized into four dimensions: altruistic
contribution, actualizing the value of life,
personal attachment, and external influence.
In order to further investigate the relation-
ship between Chinese entrepreneurs and ex-
ecutives and their companies’ strategies and
performance, we followed a psychometric
procedure and created a scale measurement
of calling. This scale will provide a foundation
for future research on the calling of Chinese

S o far, we have developed an understand-

Ms. Zhou, Lens Technology has achieved
amarket capitalization of over $22 billion
as of January of 2021.

B Zhang Xin, the CEO of TBEA, which
makes electrical equipment, “stepped
into the role of [an executive] with the
trust and expectations of his friends and
the initial group of employees.”

B \Wang Wenjing, the chairman of Yonyou,
which specializes in accounting and ERP
software, recalls his initial motivation for
creating his business to a specific day:
August 6, 1988, when the Bejing New
Technology Industry Area was formally
founded in the Beijing tech hub Zhong-
guancun. He describes how “govern-
ment policies prompted his final deci-
sion” to create his software company.
The Chinese rendering of the company,
Yongyou, can be directly translated as
“the user's friend”, underscoring its user-
oriented company culture.

entrepreneurs and business executives and
help us understand what motivates Chinese
businesspeople and the relationship with
Chinese companies’ business strategies and
performance.

We recruited a total of 235 entrepreneurs
and business executives for this study and
eventually, received 226 (96.17%) valid re-
sponses. The demographic statistics are
summarized in Table 3.

Based on the conceptualization of the
previous studies, we created 16 items for the
four dimensions of calling, with four items
for each dimension. Two sample items for
each dimension are: altruistic contribution
(sample items: "l started this business to
serve the needs of the country” and “The
major goal of developing my business is to
give something back to society); actualizing
the value of life (sample items: “| started my
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DEMOGRAPHICS OF SCALE DEVELOPMENT STUDY (N=226) (Table 3)
m GENDER m EDUCATION
[ 50 and ab 20 and bel Graduate or ‘ Migdle sct\lczlozl/
and above and below o | %
Fermale 15,04% 13.27% sbove.664% & & Orpeiom b
........................... » L e — High school.
61.95% ’~ \ ~‘ L 1150%
Bachelor. !
o Associate.
60,18% « 1726%
40 to 49
» 28,32% 30to 39
- 4 | A204%
RESULTS OF RELIABILITY ANALYSIS (Table 4) | 2 Likert-type five-point scale, from one-
Strongly Agree to five-Strongly Disagree.
We first conducted a reliability analysis
by using the value of Cronbach’s a (SPSS
DIMENSION CRONBACH'S a # OF ITEMS 25.0) to test the internal consistency of
the scale. A larger value of Cronbach’s a
ALTRUISTIC CONTRIBUTION 0.924 4 indicates a stronger internal consistency
among the scale items, with an accept-
able threshold as 0.6. The results in Table
PERSONAL ATTACHMENT 0.927 4 4 show high-level reliability in each of the
four subscales, as well as the 16-item scale
as a whole.
EXTERNAL INFLUENCE 0.891 4 Furthermore, we conducted a series of
statistical analyses for the validity test*. The
ACTUALIZATION OF THE VALUE OF LIFE 0.873 4 result of exploratory factor analysis (EFA)
shows a four-component solution for the
data, which is consistent with our items for
OVERALL SCALE 0.945 16 four dimensions of calling. Next, a rotation
matrix located each of the 16 items into

business to actualize my personal value”,
and "I started my business to make my life
more meaningful”); personal attachment
(sample items: “l love my business and the
industry l work in”, and “l want to develop
this industry to its best”); and external in-

fluence (sample items: “The creation of my
business is related to my social life and so-
cial environment”, and “Trends in society
at the time inspired me and guided me to
the path of starting my own business”).*
Participants answered the items based on

one of the four components the way we
proposed. Lastly, the results of confirma-
tory factor analyses (CFAs) indicate a good
fit between our proposed structure and
the data. Overall, these analyses provide
evidence for a high validity of our newly
developed scale measurement of a calling
in a Chinese business context.
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The Relationship between a
Calling and Business Practices

n order to investigate the influence of

a calling on business practices, we col-

lected data on business practices from
the websites of the companies operated
by the 226 executives recruited for the
prior study of scale development. Spe-
cifically, we collected data reflecting four
types of practices: business performance
(measured by 2018 gross income), social
responsibility behavior (e.g., donation,
charity, foundation, etc.), diversification
behavior (e.g., cross-industry new prod-
uct, etc.), and internationalization behavior
(e.g., foreign investment, merger & acqui-
sition in foreign countries, etc.). Eventually,
we matched data from 169 executives and
their companies for analyses.

Following the procedure of Fisher’s least
significant difference (LSD) test*, we con-
clude the following relationships between
the calling of Chinese business executives
and their business strategic behaviors.

Altruistic contribution &
actualization of the value of
life # business performance
Two dimensions of calling, altruistic con-
tribution and actualization of the value of
life, are associated with better business
performances, implying the mechanism
of how calling of Chinese entrepreneurs
and business executives promotes their
companies’ success.

In particular, as previously shown in our
interview data, most of the executives con-

sider job creation and tax as critical ways
to pay back to the country and the soci-
ety. Thus, a stronger mindset of altruistic
contribution can motivate executives to
operate their businesses more successfully
with the aims of creating more jobs and
contributing more tax to the country. In
addition, if an executive feels the need for
actualizing their own value of life through
the success of their business, they may be
more likely to work hard and be persistent
when facing challenges and difficulties,
which proves our argument of seeing
calling as one of the ultimate motivations
for Chinese entrepreneurs and business
executives.

External influence

& altruistic contribution

= social responsibility
Unsurprisingly, the social responsibility
practices of our sampled companies are
related with their executives’ attention to
both external influence and internal altru-
istic tendency. Being sensitive to external
factors, such as economic reformation of
the country, government policy, social
trends, the need of general and/or less
wealthy population, enables business ex-
ecutives to zoom in to the proper domain
for their social responsibilities. Driven by
the spirit of altruism, these executives are
more likely to devote some of their com-
panies’ resources for the greater good of
society.

Actualization of the value

of life & altruistic
contribution

- diversification

A company’s diversification into other sec-
tors usually reflects the founder's ambition
or that of the current CEO. Entrepreneurs
driven by the need for self-actualization
are more aware of the rapid change that
has characterized the Chinese business
environment in recent decades and, thus
are more likely to seize various opportuni-
ties to diversify their businesses. Moreover,
the diversification of their companies may
also be driven by the need to find creative
ways for giving something back to society.

Altruistic contribution

& personal attachment

= internationalization

As Chinese companies play a more central
role than ever in global business opera-
tions, they invest in foreign markets, ac-
quire local businesses, and grow interna-
tionally. Our study suggests that Chinese
executives are highly motivated to contrib-
ute to their country and return something
to society by expanding their businesses
globally, making more international con-
nections and showcasing their business
and wider culture to the rest of the world,
thus strengthening their country’s reputa-
tion. This is consistent with President Xi
Jinping's Chinese Dream and explains why
Chinese society is in favor of it. Addition-
ally, executives’ personal attachment with
their industries and/or technologies may
also motivate them to seek international
collaboration to further develop their in-
dustries.
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Summary and Discussion

In this report, we set out to answer the
question of what drives the Chinese entre-
preneurs and business leaders who have
contributed to China’s economic miracle
in the past decades. By digging into their
inner world, we have made progress in
better understanding the meaning of a
calling in a Chinese business context.

Firstly, we used publicly available data
such as the speeches, interviews, and bi-
ographies of 169 iconic business leaders
listed on ACFIC's Outstanding Private
Entrepreneurs in the 40 Years of Chinese
Economic Reformation from which we
identified the four dimensions of a calling,
such as altruistic contribution, actualizing
the value of life, personal attachment, and
external influence. We then conducted
interviews with 34 Chinese entrepreneurs
and business leaders and further scruti-
nized our conclusions. By following the
procedure of psychometrics, we created
a 16-item scale measurement based on a
sample of 226 Chinese entrepreneurs and
business executives, which further explains
the conceptualization of a calling in a Chi-
nese business context and contributes to
future research on management practices
in China. Lastly, we examined how each
dimension of calling influences the stra-
tegic behaviors of Chinese companies.

Based on this thorough research pro-
ject, we conclude that, in contrast to their
peers in the West, Chinese entrepreneurs
and business leaders derive their sense
of calling about the meaningfulness of
work from four major aspects, in order of
importance:

B Altruistic contribution. This indicates
one's willingness to serve and help others,
considering other people’s needs, build-

ing the country, and returning something
to society. This is underscored by the col-
lectivist nature of Chinese culture that mo-
tivates people to work hard for the greater
good of the community, society, and the
country overall. Making an altruistic contri-
bution is the most important dimension of
the calling of Chinese entrepreneurs and
business executives because it drives all
four types of strategic behaviors we have
examined in this project, such as business
overall performance, social responsibility,
diversification, and internationalization.

B Actualizing the value of life. This as-
pect covers one's self-expectation, self-
satisfaction, personal improvement, and
growth, as well as the ultimate personal
goals and value of one’s life. Contradic-
tory to the collective tendency, the self
still plays a central role in the pursuit of
one's work and career goals in China. To
actualize one's personal value of existence
through work is one of the key drivers for
Chinese entrepreneurs, which promotes
the diversification and overall perfor-
mance of their companies.

B External influence. Very often, Chi-
nese entrepreneurs are motivated by ex-
ternal factors that force them to seize the
opportunity of China’s economic reforma-
tion, following the trend of entrepreneur-
ship in the early 90s, or fulfilling a sense
of duty to continue a family business.
Together with the mindset of altruistic
contribution, their focus on external in-
fluences helps Chinese entrepreneurs and
executives to commit to social responsibil-
ity more efficiently and effectively.

B Personal attachment. This empha-
sizes the importance of personal faith,

belief, and preference. A significant pro-
portion of the entrepreneurs and execu-
tives we sampled started their business
and/or chose their career because they
believed in the potential of certain sectors
and that they had the passion and skills
to make a change in that area. This pas-
sion drives them further expand, including
internationally, and to seek the resources
and opportunities necessary to develop
their sector.

Taking these four aspects as the key
elements to understand China’s highly
dynamic business culture, as well as the
outcome of the decades of rapid eco-
nomic growth, we have contributed to a
better understanding of Chinese entre-
preneurs and business leaders in terms of
their inner motivations and the resultant
outcomes. This report explores the ba-
sic characteristics, content, and structure
of calling in a Chinese business context.
Chinese entrepreneurs are increasingly
being encouraged to use their passion
to narrowing the gap between rich and
poor, in which case a sense of pro-social
altruism and a tie between personal values
and the future of the nation will be further
highlighted in China’s national strategies.
An understanding of this trend could help
create conversations and collaboration
opportunities with Chinese businesses,
which is necessary not only for the continu-
ous growth of the Chinese economy but,
more importantly, for the world benefit in
the coming years.

* Details of scale items and data analysis results
are ready upon request. National Natural Science
Foundation of China (Project No. 71872124), the
Humanities and Social Sciences Research Foun-
dation from the Ministry of Education of China
(18YJC630129).
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Spain China Council Foundation:
connecting business and civil society
across continents

come a major actor in science and technol-

ogy, thus proving to be essential for the
global transformation in digital era. In this con-
text we should bear in mind how entrepreneur-
ship is built into China'’s business ecosystem. It
is no surprise that the country has positioned
itself as a leader in innovation, research and
development, and much of that credit goes
to a vibrant community of entrepreneurs that
has promoted disruption in sectors as diverse
as medicine, education and finance.

At the Spain China Council Foundation,
we follow with special attention these im-
portant trends. Our Future Chinese Leaders
program, which over the last 13 years has
organized visits to Spain for more than 100
young Chinese professionals from various
fields, confirms our continuous engagement.
In fact, the 2017 edition of the program was
specifically dedicated to start-ups and tech-
nology entrepreneurship. Later, in 2018 and
2019, we focused on questions of primary
consequence for the future: Artificial Intel-
ligence and sustainable development, with
an emphasis on companies and professionals
who carry innovation in their DNA.

In this line, in April 2019, at the Spanish
Embassy in Beijing, we launched the Chi-
nese Society of Friends of Spain, formed by
students from the Future Chinese Leaders
program.

| n the last several decades China has be-

We firmly believe that one of our main
functions is to serve as a hub for the civil
societies of both countries, and in this con-
text it is essential to connect the Chinese
entrepreneurs with the real Spain.

China is today the largest ecosystem for
start-ups in the world, with more than 200
unicorn companies, each with more than 1
billion dollar post-money valuation. Shang-
hai is already the world's leading destination
for IPOs, with a specific stock market dedi-
cated to science and technology companies:
the STAR Market. Another of the country’s
major hubs of technological innovation,
Shenzhen, has been named “China’s Sili-
con Valley” for years, establishing itself as
a global leader in hardware.

In 2015, the Chinese government
launched a mass entrepreneurship and in-
novation program. Public support through
funding, infrastructure and regulation has

made possible what has become known as
the “fourth wave” of entrepreneurship in
the country and taking up the baton from
the Chinese "digital age” pioneers from late
1990s and early years of this century.

Within two years, Beijing had already im-
plemented more than 400 measures as part
of the program, and the number of start-ups
has been growing at a rate of close to 20%
per year. China’s major cities now have an
increasing number of “incubators”: areas
specifically designed for the development
of start-ups.

From a distant perspective, we could reaf-
firm that China has regained its historic role
as one of the world's great innovation cen-
tres. The country that invented paper money,
the compass or gunpowder, now has pro-
duced a generation of entrepreneurs that are
doomed to set the global pace in fields such
as e-commerce, social networks or Artificial
Intelligence. In the context of the recovery
from the COVID-19 pandemic, innovation
and disruptive thinking will be needed more
than ever to ensure that technological ad-
vances benefit society as a whole.

At the Spain China Council Foundation we
will follow this dynamic process closely, set-
ting our priorities on emerging and prosper-
ous sectors, and always bearing in mind our
mission to connect companies, organizations
and civil societies.
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China’s economy surprises

=T here s little doubt, if any, that China’s
economic growth has been impressive
over recent decades, and that the rise
of China to a preeminent position as one of
the leading economies of the world is one
of the defining elements of the end of the
20th Century and the beginning of the 21st
century. And it is highly likely that this new im-
portant role of China in the world will continue
to be one of the main characteristic of the 21st
century as a whole, if present trends continue.
In fact, the same way as the rivalry between
the United States and the Soviet Union was
one of the most important characteristics of
the 20th Century (certainly from the 1920s
to the late 1980s) this century may very well
be marked by the rivalry between the United
States and China.

Recent economic data confirms the gen-
eral trend. China was the only major economy
in the world that managed to record positive
GDP growth in year 2020, with 2.3% growth
when the global economy showed -3,3%
growth. And even though the official target
for GDP growth in 2021 is 6%, and despite a
minor slowdown in initial data for the second
quarter, it seems that the Chinese economy,
once more, will grow at a significantly higher
rate than the one officially predicted. The In-
ternational Monetary Fund predicts that the
growth rate for 2021 will be above 8%. So the
trend for global convergence of the “emerg-
ing countries” that accelerated in the 1990s,
and that has China as its most clear example,
continues with full force, at least in that part of

the world, once more.

the world. Itis true that the Covid19 pandem-
ic may have slowed down that convergence
in some other parts of the world, particularly
in Latin America that has been strongly hit in
both the health and the economic fronts, but
Asia in general, and China in particular, have
continued its convergence process in relation
to the high income economies.

When following the news on China’s im-
pressive economic growth some issues tend
to be emphasized. For example, the im-
portance of Chinese exports and the trade
surplus with the United States, which has
led to the tensions between the two largest
economies of the world in recent years. Or
the impressive infrastructure investment that
has taken place in China in recent decades.
Or the huge “Belt and Road Initiative” that
has been projecting China in the interna-
tional arena. But we hear less about some
other characteristics of the Chinese economy,
such as its entrepreneurship and its startups.
According to the “Startup Index of Nations
and Regions” prepared by the USC Marshall
School of Business, China has the second
highest share of unicorns of the world after
the United States, ahead of India and the
United Kingdom. And it also holds 4 of the
top 15 regions of the world with more start-
ups. Not surprisingly the number one region
of the world in terms of startups is Silicon
Valley with 39.2% of the startups of the world,
but Beijing is number 3 with 6.4% (right after
New York with 9.4%), Shanghai is 6th with
2.8%, Hangzhou is number 12 with 2% and

Shenzhen/Hong Kong is 15th with 1.4%. Un-
derstanding all the conditions that have led
to this situation, be it cultural, educational,
policy related, or other, becomes very im-
portant to secure that there will continue to
be dynamism in this area that without doubt
is also contributing to the overall growth of
China. And other regions of the world may be
interested on trying to learn more about the
conditions that allow for this environment pro-
moting creativity and entrepreneurship, that is
so important for continuous economic growth
and development. In fact, in a moment of
fast technological change, it is crucial that
individuals and firms are creative ad innovate
fast to maintain themselves in the forefront of
their sectors, and not only at a local level, but
at a global level. This constant innovation is
one of the crucial elements that may define
in the long-run why some countries may
perform better than others.
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How Chinese-born entrepreneurs are
setting the pace in overseas markets

espite the impact of the global
D pandemic over the last year, some

startups not only survived, they be-
came unicorns. Among the best-known is
Zoom, a simple-to-use, state-of-art video
communication tool founded by Chinese-
American entrepreneur Eric (Zheng) Yuan,
and now valued at $16 billion, a 450% in-
crease since 2020 — a success compara-
ble to vaccine maker Moderna or Chinese
Tesla challenger Nio.

Overseas Chinese are more likely to
set themselves up as entrepreneurs than
other nationalities. Yuan is not alone and
belongs to a generation of Chinese en-
trepreneurs who are building successful
careers, particularly in the United States
and Canada.

There are several ways for overseas Chi-
nese to start businesses: the more tradi-
tional method is to set up a new company
where the entrepreneur lives, and to then
recruit and do business in that country.
This approach is more suitable for a long-
term commitment and when the founders
are familiar with the local business culture.

Another model that is growing in popu-
larity is to split up the production, R&D,
sales, marketing, customer service and
other areas of the company, locating the
key parts overseas, and move the rest into
China to take the advantage of the pool
of highlight qualified labor market, while
testing the market and building up a cus-
tomer base.

-

‘ ‘ DoorDash, the world'’s
first food delivery service was
created in Silicon Valley in 2012,
by CEO Tony (Xun) Xu, Andy
Fang, and Stanley Tang)”.

Looking at the list below of startups
worth more than $100 million, it's clear
that some of the current models from
China are exportable to western markets
and that entrepreneurs of Chinese origin
are now more likely to be able to create
unicorn business models or transform suc-
cessful models from China to the outside
world, bucking the trend of the last century.
Even though markets outside of China are
usually a lot smaller than at home, these
startups can still make sizable profits and
launch successful IPOs. By breaking busi-
nesses down into modules these startups
are able to take advantage of different
locations and markets and grow quickly.

TigerGraph: founded in 2012 by Yu Xu,
the US-California based startup supports
advanced analytics and machine learning
platforms through its distributed native
graph database platform for enterprise
applications. Based on a SQL-like query
language (GSQL), TigerGraph supports
real-time deep link analytics for enterprises
with large amounts of complex data. It
leverages loT, Al and machine learning to
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make sense of big data and provides per-
sonalized recommendations, supply-chain
logistics, company knowledge graph,
fraud prevention and many other features.

Among TigerGraph's best-known cus-
tomers who use the startup’s services to
store their graph databases are SoftBank,
State Grid Corporation of China, Alipay,
VISA, Jaguar Land Rover, UnitedHealth
Group, Intuit, Wish and Elementum.

The TigerGraphDB database and analyt-
ics platform and a hosted service, Tiger-
Graph Cloud, offer pay-as-you-go pricing.
In February 2021, TigerGraph raised $105
million in a Series C funding round, bring-
ing the company’s total funding to over $
171.7 million, according to Crunchbase.

DoorDash, the world’s first food deliv-
ery service was created in Silicon Valley in
2012, by CEO Tony (Xun) Xu, Andy Fang,
and Stanley Tang.

DoorDash provides a platform that
brings restaurants and customers together
by providing real time, on-demand ser-
vices. Customers can order any kind of
food, anytime, anywhere with three taps
on their devices. The company'’s business
model is based on machine learning tech-
nology that tracks users’ preferences to
provide recommendations. The use of
cutting-edge technology, such as deliv-
ery robots, is one of DoorDash'’s biggest
differentiators, providing advanced data.
The combination of of stores, customers
and delivery drivers have been the key to
success for this logistics startup, boosted
by increased demand for home deliveries
of food during the pandemic lockdowns.
At the end of 2020, DoorDash went public
with a cap of $72 billion, despite a loss of
$667 million in 2019 and $149 million in
the first nine months of 2020.

LimeBike, founded CEO Toby (Weiyao)
Sun, raised $70 million in 2018, building on
a $50 million Series B round, and is valued

at $170 million, despite strong competition
from Spin, JUMP, Ofo, Motivate and Uber.

Wish, founded in 2010, is an American
online e-commerce platform that facili-
tates transactions between sellers and
buyers based on the successful Chinese
Pinduoduo (PDD) e-commerce platform.

i
it

Wish competes with Target, Amazon.com
Dollar General and TJ Maxx by offering
faster shipping and more favorable return
policies. Wish will make more than Pindu-
oduo, and Amazon in the United States
this year. It raised $14.1 billion when it
went public at the end of 2020.



@
18| 1€.con

The Intangible Concept Behind a Tangible Economic Miracle
A calling: what drives China’s entrepreneurial class to new heights?

ARGE

Tianjin University CoME

RAFAEL BUENO / Casa Asia Director of Policy & Society & Educational Programs.

From bird-cage to dual circulation strategy
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almost 19% of the world's GDP; a huge

figure considering that during that year,
the world was hit by the worst pandemic
in centuries and its economy, while only
growing at 2.3%, well below previous rates,
but nevertheless much better than the rest
of the world, including the United States
and Europe.

Last year also marked the end of the
Thirteenth Five-Year Plan, 2016-2020, a year
marked by Covid-19 and also with an eye on
2021 and its first major celebration in July
2021 with the centenary of the founding of
the Chinese Communist Party.

Over the course of those five years, Bei-
jing assumed it had achieved its goal, tak-
ing into account the special circumstances,
and the fact that its GDP increased by 1
trillion yuan more than under the previous
Plan, which covered the period from 2010
to 2015.

| n 2020 China's economy represented

History should not only not be forgotten,
but deserves to be studied, and that is why
it is worth remembering that if this data
seems extraordinary, in 1820 China’s share
of the world economy was even higher than
today’s, reaching 32%. We should also re-
member that in 1976, after the death of
Chairman Mao and the end of the Cultural
Revolution, this figure had fallen to 5%.

This rapid and prodigious recovery has
not been the product of chance, luck or
international circumstances, but is due to
the long-term vision of its leaders and their
ability to provide the necessary tools and
the right people to implement that vision.

A good example of these pragmatic and
visionary politicians was Chen Yun, who died
in 1995, two years before Deng Xiaoping,
after a life dedicated to the revolution and
who would be remembered for his concept
of the "bird-cage economy” which basically
held that the economy in China should act
like a bird in a cage. The cage should not be
too small so as not to suffocate the bird, but
big enough so that the bird can continue to
grow. If the cage is not suitable, it will either
kill the bird or cause it to escape.

Now, in this period dominated by Presi-
dent Xi Jinping, a new theory has emerged
to consolidate and accelerate China's eco-
nomic vision that has come to be called
“the dual circulation strategy.”

Basically, this strategy holds that the
policy of growth through exports is being
reinforced by domestic demand at a time
when international trade is less decisive.

Undoubtedly, the pandemic and its glob-
al consequences have forced us to under-

stand the potential risks we face from now
on and also how vulnerable we are, espe-
cially in the context of economic integration
and where dependence on other economies
is increasingly risky.

This new economic vision was first
mentioned at a meeting of the Politburo
of the Chinese Communist Party in May
2020, making it clear that the focus must
now be on the domestic market to avoid
depending as little as possible on a world
thatis increasingly unstable and even hos-
tile to China.

This new strategic vision does not imply
abandoning the export-oriented model,
and instead is about combining both: as
President Xi has said, by gradually creating
a new development model in which the do-
mestic economy will play a dominant role.
The Fourteenth Five-Year Plan, 2021-2025,
will pivot on this strategy.

Nevertheless, Xi Jinping has made it
clear that this does not mean that China is
closing itself off to the outside world.

So far, China has already signed 19 trade
agreements with 26 countries and by Janu-
ary alone a total of 205 cooperation docu-
ments with 140 countries and 31 interna-
tional organizations, most of them linked
to the New Silk Road Initiative.

From 2021, under the 14th Five-Year Plan,
we will be able to see whether the new ver-
sion of the bird cage will work as well as
the one designed by Chen Yun and which
helped Deng Xiaoping to lay the founda-
tions for the fastest and most formidable
economic growth ever achieved in recent
history.
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Innovation in China.
Lessons and Challenges

C hina has enjoyed spectacular eco-
nomic growth over the last three
decades, with per capita output
growing from $310 in 1989 to $10,262 for
2019, an astonishing 3,310% growth. To avoid
hitting the middle-income trap, when coun-
tries achieve a certain economic level and
then begin to experience sharply diminish-
ing economic growth rates because they are
unable to adopt new sources of growth, the
Chinese government has made innovation
a top priority in its economic planning. Its
strategy is inspired by the big push model
put forward by Paul Rosenstein-Rodan in
1943 and then formalized by Kevin Murphy,
Robert Shleifer and Robert Vishny, in an in-
fluential 1989 academic paper.

According to the big push model, coun-
tries require large investments in a wide
range of industries if they are to enjoy sus-
tainable development, while gradual strate-
gies using small investments are a waste of
resources. The reason for this is firstly that
firms need to achieve a minimum size so as
to be able to invest in new technologies.
This is especially the case in industries with
large fixed production costs. Secondly, firms
in different sectors complement each other
and can only grow if all of them do so, for
example, because they buy inputs from each
another, or because their workforces have
complementary skills. Thus, governments
have to give the private sector a big push
so several industries can achieve the opti-
mal size required to innovate at the same

time. In the words of Rosenstein-Rodan:
“Launching a country into self-sustaining
growth is a little like getting an airplane off
the ground. There is a critical ground speed
which must be passed before the craft can
become airborne.”

Beijing has adopted its own big push
model and has been spending heavily on
Research & Development (R&D) to upgrade
and modernize China’s key sectors through
extensive government assistance. The goal
is to transform China from “the factory of
the world” that produced cheap, low-quality
goods due to lower labor costs and supply
chain advantages into a global leader in
higher value products and services. China
spent $322 billion in 2019 in R&D, that is,
around 2.23% of its gross domestic product.
In comparison, according to the OECD, Chi-
nais the world's second-largest R&D spend-
er in comparative purchasing power terms:
its total R&D expenditure reached 80% of
that of the United States in 2019, up from
only 26% in 2005. This trend is expected to
continue. During a speech in March 2021,
China’s Premier, Li Kegiang, announced that
R&D spending will increase by more than 7%
per year between 2021 and 2025.

China’s big push approach to innovation
has created a network of innovation-orient-
ed ministries and specialized agencies at
national, regional and local levels. China’s
National Bureau of Statistics says that at the
end of 2020, the country had 522 national
key laboratories and 350 national engineer-

ing research centers in operation. The Chi-
nese National Natural Science Foundation
funded 457,000 projects and granted 3.6 mil-
lion patents in 2020. Moreover, the country
has a well-developed system of incubators,
high-tech, science and technology parks,
estimated to exceed 3,000 in number and
which house companies engaged in enter-
prise R&D.

China’s strategy has been a success on
many fronts, making it a global leader in
domestic patents, while developing cutting-
edge technologies in several key sectors
such as telecommunications, high-speed
trains, e-commerce and mobile payments.
Itis an example of trailblazing development
of the digital economy. That said, there are
obstacles ahead.

The first is geopolitical. China's innovation
successes have prompted a response from
the United States. In 2020, citing national
security concerns, Washington blacklisted
dozens of Chinese companies and blocked
global chip supplies to telecoms equipment
giant Huawei. Then, in June 2021 the US
Senate passed a far-reaching $250 billion
legislative package (“The United States In-
novation and Competition Act”) to increase
investment in research and development in
new industries like artificial intelligence,
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semiconductors, quantum computing, ad-
vanced communications, biotechnology and
advanced energy. Washington’s undisguised
strategy is to give a “big push” to bolster
US industry’s ability to compete with China.

The second obstacle comes in the form
of China’s "involuted” generation. Many
Chinese, especially the urban and well-
educated, seem locked in an endless cycle
of unhappiness: children must keep up in
the educational rat race, employees have to
clockin an exhausting number of hours and
parents feel intense pressure to provide their
children with the very best. Involution, the
opposite of evolution, has become a buzz
word in China. In Chinese, this is rendered as
neijuan, which is made up of the characters
for ‘inside’ and "rolling’, conjuring up the
image of a latter-day Sisyphus spinning the
wheels of a perpetual-motion bicycle fixed to
the floor and going nowhere. Disillusioned
students and workers will not innovate.

Finally, there seems to be growing evi-
dence that China's innovation big push faces
structural problems that will not be fixed sim-
ply through more spending. A 2020 World
Bank report lists several structural deficien-
cies, such as slow progress in the quality of
Chinese patents or lack of innovative man-
agement practices. The World Bank recom-
mends China invest more in basic research,
as well as helping spread technology and
improving managerial practices.

Nevertheless, despite the obstacles, | am
optimistic for several reasons. The economic,
social and cultural ties between China and
the United States are so strong that coop-
eration will prevail over competition. At the
same time, China can adopt labor regula-
tions and welfare policies to address the
concerns about involution: Europe has many
examples to guide successful evidence-
based policies in this regard.

R

‘ ‘ China’s strategy has been a
success on many fronts, making
it a global leader in domestic
patents, while developing
cutting-edge technologies in
several key sectors such as
telecommunications, high-
speed trains, e-commerce

and mobile payments. It is

an example of trailblazing
development of the digital
economy. That said, there are
obstacles ahead”.

Finally, the reforms proposed by the
World Bank are feasible if China strengthens
its links with foreign business schools and
universities. For example, China has around
1,000 universities that can conduct basic re-
search. | have supervised talented graduate
students who now work in them. China, by
partnering with foreign educational institu-
tions, can encourage its own schools to do
original, frontier-pushing research, which is
the base of scientific discovery. Research
progress is grounded in cooperation and
exchange. The same principle applies to
improving management practices. Foreign
business schools can help Chinese manag-
ers. The big push model is based on the
assumption of the existence of large posi-
tive externalities across industries; the same
logic applies internationally, especially in
education and research.
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The use and abuse of
Confucian values

view, entrepreneur John Kao noted that,

in his day when economists talked about
the great economic centers of the world, they
placed them in North America, Europe and Ja-
pan. He added that when economists discussed
East Asia, they usually divided the region into
three large economicareasthatincluded Japan,
the People’s Republic of China, and the “Four
Little Dragons”— South Korea, Taiwan, Hong
Kong, and Singapore. In his article, Kao chal-
lenged this neat compartmentalization of East
Asia’s economic centers, arguing that most Chi-
nese companies at the time were located out-
side the geographical area of the People’s Re-
public of China, and scattered all over the world.
Kao pointed out that among these companies,
there was an underlying connection basedon a
common Confucian tradition and culture. And
he added that if one were to measure the un-
derlying cultural link connecting Chinese com-
panies outside the People’s Republic of Chinain
economicterms, it would amount to the world's
fourth largest economic power.

Much has changed since his article was pub-
lished—China’s economic development andin-
creased capital investment have enabled the
country to emerge as the world's second-larg-
est economic power with a burgeoning mid-
dle class. Among the companies that have en-
abled this to happen are investors from the
well-known Bamboo Network, which connects
Chinese companies in Southeast Asia, as well
as those in the so-called Greater China area,
including Taiwan, Hong Kong, Macau and Sin-
gapore, as well as the People’s Republic. Much

| na 1993 article in the Harvard Business Re-

has also been written about how the ethnic tra-
dition that unites all these Chinese companies
is based on values that are conventionally ac-
cepted as uniquely Confucian and that affect
the behavior and structure of the companies
that are part of this network.

Most of the research done in the 1980s and
1990s focused on Chinese companies outside
the People’s Republic, and many of these stud-
ies compared the significance of interpersonal
relations within East Asian companies with the
individualism of American companies. There
continuesto be an unspoken tendency (at least
| read it that way) to understand that this con-
necting thread formed by different companies
in different parts of the world is also at work, ty-
ing these companies to the People’s Republic.
But the changes of the last century, or at least
since 1949, have to be taken into account, es-
pecially with regard to the traditional Confucian
values so closely related to the family structure
in China. From the so-called May Fourth Move-
ment of the early part of the 20th centruy on-
wards, many of the traditional ideas that held
family structures together, such as the total au-
thority of the parents in the marital decisions of
their children, began to be rejected.

During the Cultural Revolution, the stu-
dent-led campaign against the Four Olds (old
thought, old culture, old habits, and old cus-
toms) attacked and denigrated many of these
Confucian values. Some of these values nev-
er fully regained their status, including, for ex-
ample, women'’s obedience to their husbands.
The question thatimmediately arises is wheth-
erthese Confucianvalues, that Kao considered

to be the common denominator on which the

power of the Confucian tradition is based, and
which have developedinmore orless democrat-
ic countries, are the same values that emerged
from the Maoist era. For example, are these val-
ues the same in the People’s Republic as in Tai-
wan and Hong Kong, where the transition from
a traditional to a modern society has been cul-
turally and socially more organic and natural?
And are the Confucian values held in the Peo-
ple's Republicthe same as those of families who
migrated to other cultures, such as the United
States or Southeast Asian countries, and who
did not live through the multiple political cam-
paigns thatshook the PRC? These are important
questions, because from the end of the Maoist
era to the present day, socio-political and eco-
nomic change has affected Chinese values con-
siderably, many of them in direct opposition to
the one thing Kao claimed all these companies
have in common: a Confucian understanding of
the family structure and its values.
Confucianism as applied to family business
is largely based on a conception of social and
interpersonal relationships, and an understand-
ing of a values system that influences people’s
>



@
22 | 1€ ccene

The Intangible Concept Behind a Tangible Economic Miracle
A calling: what drives China’s entrepreneurial class to new heights?

ARGE

Tianjin University CoME

4444

behavior. The aspects of Confucianism that are
most often mentioned within this worldview sys-
tem, are li (often translates as propriety), which
refers to the rules of decorum within society and
familial organization, and ren (humanity), which
is one of the five virtues that define social re-
lationships. Human relations are based on the
so-called Five Human Relationships as estab-
lished between father and son, sovereign and
minister, husband and wife, older and younger
brother, and friends. The maintenance of these
correct relationships demands that the obedi-
ence of the son towards the father; the loyalty
and duty of the minister to his sovereign; the
submission and obligations of the wife to her
husband, aswell asthe role of the older brother
asmodelto the younger, and the trust between
friends be upheld. While Confucius regarded
these relationships as the model by which so-
cial and political order should be preserved,
the first two between father and son and sov-
ereign and minister were of primordial impor-
tance. These relationships entail reciprocity, but
also the notion that control by the individual of
their own personal desires and emotions will
work towards the common good and preserve
harmony within the family.

The objectives and the theories that back
them up are not always applicable in practice.
In modern times, given the social changes that
have already taken place, the relationship be-
tween husband and wife is viewed with suspi-
cion. But the relationship between father and
son, andsovereign and minister, based on obei-
sanceinthefirst case andloyalty and duty in the
second, are at the heart of the "paternalistic”
ideal of the Chinese company. This is why it is
important to understand how these ideals may
have changedsince, atleast, the establishment
of the People’s Republic of China.

During the Cultural Revolution, many family
relationships were destroyed. Sometimes the
rift erupted between children and parents. For
example, if a parent was too strict with their

children, a child could denounce the parents as
"rightist,” Sometimes the division was between
spouses. For example, if one of the spouses
came from a family of intellectuals, they would
divorce to protect the rest of the family. And
sometimes family tensions grew simply out of
the stress of the existing social chaos. This same
revolution during the 1960s and 1970s displaced
millions of young (and not so young) people
considered privileged by sending them from
the cities to the countryside to “learn from the
peasants.”

In the 1980s and 1990s, during the Deng Xi-
aoping era, family planning policies also con-
tributed to dramatic changes in families (the
one-child policy), and the developmentand lib-
eralization of the economy exposed the eco-
nomic (price per square meter) and social (lack
of space in houses) difficulties required to sup-
port large families. The redefinition of family
andmarriage laws adopted at the beginning of
this century also influenced the family structure.
While most of these changes affected the ur-
ban population, the millions of young men and
women migrating from the countryside to the
cities forced to leave their children in the care
of their grandparents is another factor that has
contributedto reshape the Chinese family. The
causes are innumerable and the literature vast,
and unfortunately there is no space in this short
article to expand on this very complex subject.
But what | would like to point out is the persis-
tence of the notion that the common thread that
unites Chinese business culture throughout the
worldis based onanumber of Confucian values
attached to an essentially unchanging familial
structure championed by Confucius as amodel
for the social and political world. Changes that
have occurredin the last century, whethersocial,
political, legal or simply economic, have greatly
influenced the makeup of the nuclear family and
should make one suspicious of these claims. The
Confucian ethics that have kept the family con-
scious of its responsibilities have changed into
somethingthathas yetto be defined. There are

innumerable signs that this is happening—from
the campaign by the Singapore government to
promote andreinforce filial values and help the
government cope with the increasing neglect of
eldersinthe family (https://www.youtube.com/
watch?v=ybxNkpS5g-g), to the newest policies
in China to reverse the declining birth rates. |
think we can infer with a certain degree of con-
fidence that Confucian family values are con-
tinuously being redefined, and are subject to
change according to what milieu nurtures them.

Forexample, how are we to understand fam-
ilies who are the product of the one-child policy
and who have no uncles, cousins, or siblings?
Whatvalues persistand what values are discard-
ed by families in other parts of the world? Or
those in the Greater China area? Much of the
rhetoric still used to discuss the unique values
of the Chinese (familial or not) business model
reverberates with those studies, like Kao's, car-
ried outinthe 1980s and 1990s (and earlier ones
on Japan after World War [l). And yet, while we
are dealing with a very different society, with
a different structure and different aspirations,
we still hear these same arguments repeated
without much thought or depth: “If you do not
understand Confucian philosophy on the con-
struction of [the Chinese] organizational system,
you have no chance [of achieving] sustainable
[returns] when your company grows to a certain
size.” Or "Without the philosophy of Buddhism,
you cannot do well when your business grows
to a certain extent.” What Buddhism has to do
with business is anyone’s guess. (https://www.
centennialcollege.hku.hk/f/upload/3313/Alib-
aba_18_003%20Case&TN.pdf).

In other words, the insistence on the unique-
ness of the Chinese business model based on
the uniqueness of a Chinese Confucian values
system seems to be a grandiloquent and artifi-
cial claim intended to define, differentiate, and
separate models of doing business that have
been mixing and matching for too long. It has
become a manner of speech, a hollow cultural
convention, albeit an enduring one.
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Why cultural identity is key
to understanding Chinese

entrepreneurs?

ith €23.8 billion invested in over-
seas M&As in 2020, China is the
second-largest investor in the world.

Despite a drop in Chinese foreign investment
globally (the figure for 2019 was €43.5 billion
euros) due to the Covid pandemic, which has
seen afall of 44% in Europe, Chinese investment
in Spain has soared by 362%, increasing from
€66 to €304 million in 2020.

The main areas of opportunity for Chinese
investors abroad include transport and infra-
structure, environment and clean technology (re-
newable energies, electric vehicles), health and
biotechnology, education, as well as consumer
sectors (food and beverages, cosmetics, etc.).

One of the key factors that explain the drive
of Chinese entrepreneurs to enter new markets
is that, in general, Beijing encourages direct
investment of Chinese capital abroad, except
for sectors that do not constitute the core busi-
ness of Chinese companies, such as real estate
or leisure and entertainment. In other words,
Chinese companies go international with the

aim of reaching new markets and obtaining new
products, technologies, business models, etc.

At the same time, it's worth highlighting the
role cultural identity plays in the growing expan-
sion of Chinese companies, as it has a decisive
influence on the way Chinese entrepreneurs do
business:

B An orientation toward people. Relation-
ships based on trust are central to Chinese cul-
tural identity. Mr. Zhiping Song, former chairman
of both the Chinese Building Material Group
and Sinopharm, explains: “Businesses should
not only maximize profitability and pay their
taxes. The most important thing about a com-
pany is its ability to provide a good life for its
employees.”

B Adapting to the environment. In line with
the previous point about trust, Chinese entrepre-
neurs are good at developing relationships with
local or regional governments and place more im-
portance on the information they obtain through
these connections and their networks of family
and contacts than they do on formal research.

B Hierarchy, responsibilities and problem
solving. Chinese business leaders respond to
problems and assume their responsibilities while
also taking care of the welfare of their employ-
ees. At the same time, the hierarchy allows for
boss-centered decision making, which is more
streamlined than Western structures, where the
board of directors tends to be collectively re-
sponsible for strategy.

B Hard work and perseverance. Another com-
mon denominator of Chinese entrepreneurs is

that they build their companies from scratch,
and despite their success, keep their feet on the
ground, tending to take a long-term approach
to growing the business.

B Ability to learn and a practical approach.
Chinese entrepreneurs tend to be pragmatic
and are able to adjust quickly to the kinds of
changing and uncertain environments that
typify China’s economic growth over the last
four decades. As a result, Chinese entrepreneurs
tend to put a business proposition with a clear
and practical purpose above one that fits into
a contract document.

Nevertheless, these kinds of cultural hall-
marks, which have led Chinese companies to
succeed in their own country, may not be enough
in an increasingly globalized and rapidly chang-
ingworld. Chinese leaders are increasingly aware
that they have to offer value propositions that
differentiate them on today's aggressive interna-
tional stage: itis no longer enough to compete
on price or product quality, but instead, through
other advantages such as a new business model,
technological development and innovation.

Among the keys to success in China is recruit-
ing a local team and delegating some aspects
of decision-making, as well as leading through
innovation, as Huawei has done with 5G tech-
nology. The vice president of Kanghong Phar-
maceutical Group, Mr. Jinqun Yin, once said,
"Chinese pharmaceutical companies were fol-
lowers of multinationals, but they must change
their thinking model and learn to lead the future
through innovation.”

Most international experts predict that the
Chinese economy will grow by over 6% in 2021
on the previous year. The best way to continue
attracting an important part of this capital to
Europe and Spain is through an in-depth un-
derstanding of the way in which Chinese en-
trepreneurs do business and what their areas
of interest are.
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