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Practice and Networ ks of Chinese Firms

Choi, Ja-Young* - Lee, Sung-Cheol**

Abstract : China has gone through rapid economic growth due to transitional economies since
1978. In particular, Chinese transitional economies has led to fundamental changes in firms
activities under the socialist system. Nevertheless, Chinese firms have formed new industrial
production organizations and spatial orders by sustaining personal networks based on existing
traditional firm practice, which is called ‘guanxi’. Therefore, the main purpose of this research is to
identify the influence of personal networks, guanxi, on the business activities of Chinese firms by
investigating the formation of guanxi mechanism. The main characteristics of guanxi represented in
inter-firm relations are as follows. First, guanxi has played a role in facilitating inter-firm relations
and business activities, because it has an inter-debt relations based on inter-reciprocal relations
between firms. Second, Chinese firms has depended on posteriori guanxi rather than inherent
guanxi by the internalization of personal networks through ‘guanxi communicators’.Third, guanxi
between firms and local government in extra-firm relations has been established to minimize risks
from unstable legal regulations.

Keywords : Guanxi, Guanxi broker, personal networks, practice of Chinese firms, inter-firm
relations, extra-firm relations
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