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Abstract: Problem statement: The concept of guanxi being a developing concept ased in the
Chinese organizational management had been a tdptoncern and interest as well for several
authors to experiment on. The study focused ondgtermination of the impact of the use guanxi
concept in the Chinese organizational managememts tlae effects on the ethical standards and
judgement of the organizatioApproach: The research had been a secondary source basaccteand
obtained its materials and understanding from tréee researches conducted on the concerned topic.
Results: It had been obtained from the study that the qonaeguanxi has an extreme significance in the
management of organizations, particularly with eespto the Chinese organizatiorSonclusion:
Although there are certain negative aspects obvioilg the concept of guanxi, yet from the studiyas
been concluded that the concept is an essential fior the Chinese organizations that have recofds
success stories from using the guanxi concept aidtaming enhanced interpersonal relationships.
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INTRODUCTION with the ever-changing business environment. Algiou
the concept of guanxi has not been clear with iEspe
If the world of business is considered, it can beChina, yet, the process is considered as a realigty
realized that different decisions are taken wittiie  of bringing accord between the different organiaaai
managements that involve the relations that arenembers (Wonget al., 2010). The current research
prevailing among the organizational members. Byfocuses on the practice of guanxi and its relaton
Guanxi, it is referred to a unique form of relasbip  ethical judgement in the context of Chinese
that involves reliance, favour, dependence andnanagement behaviour.
adjustment between the individuals thus enabling

efficient decision making processes that are based MATERIALSAND METHODS
internal relationships. Theorists have speculatad a
mentioned that this could be used as an instrurfioent The literature review clearly presents the earlier

marketing as well since it is involves decisiongted  studies of different authors reflecting on the ubedss
to the performance of marketing and the business asof the guanxi in the Chinese culture of busineswels
whole. However, there are other theorists who fedus as the harm that it might cause if it is misused.
on different views and reflected that guanxi ifiéated
at a personal level might lead to unethical behavio Guanxi and ethics practices in chinese business
(Chanet al., 2002). environment: Several studies have been conducted on
Guanxi believed to be capable of leadingthe business ethics practice in Chinese organizstio
organizational members to unethical practicesetlaee and the use of guanxi in the management policies
severe concerns for the ethical considerationstier among the Chinese organizational members. Other
business practices in the Western countries. Hormveveresearchers who had conducted studies on the Isgsine
when China is considered for research, it has beeethics in China focused on how the practice ofosthi
observed that the Chinese organizations considateveloped in the country. Earlier the concept biost
guanxi as an ethical practice (Chah al., 2002). did not have any practical implication. Howevereith
Guanxi in China is recognized as a major activityts  studies imply that ethical practice has now devetbi
world of business as well as the society. Guanxi haa great extent and it is a part of the organizafion
been realized and introduced in the managemenhanagement in the Chinese business world. Al-Khatib
policies of Chinese organizations intending to copest al. (2007) however mentioned that there has been a
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huge decline in the moral standards of theGuanxi is an essential factor in the successful
organizational members and the managements in Chirfausiness management: It has been observed that the
in the current scenario. Other studies conductédrée practice of guanxi is an essential factor in the
on the development of guanxi within the businessusinesses of China. Interviews conducted by earlie
management practices in the Chinese organization®searchers on Chinese executives and managegstrefl
intending to follow business ethics. Mentioned tthee  the view that guanxi involves the formation of
practice of guanxi involves partiality, discrimif@t, relationships between two or more individuals withi
unreasonable antagonism as well as deceptiorthe organization. There are several success stories
However guanxi is supported by several organization regard to Chinese companies that can present the wa
managers in the country of China (Al-Khatih al.,  of successful implementation of guanxi. Interpeedon
2007). relationships among organizational members, patner

Both positive and negative features of the practic as well as friends have been found to get enhahged
of guanxi have been reflected through the earliethe use of guanxi. A third person is always preferin
researches conducted on the use of guanxi in therder to initiate the guanxi as reflected by the
Chinese business world. For example the studigdcoy successful cases of guanxi uses in the Chinese
and Redfern (2010) along with results from previousorganizations (Zhu and Zhang, 2007).
researchers reflect the positive attributes of guan The positive attributes of guanxi can be realiged
whereas some other researchers have focussed on gRmparison to the relationship marketing techniques
negative impacts of the practice. According to stnge  followed in the western countries. The primary
social associations as presented through the wafes difference occurs in the fact that in case of gudhe
guanxi has been considered as a major cause &glationship formed is informal in nature (Huangdan
bringing success to a business within the sociaty i Wang, 2011). It is more based on the interpersonal
China. Guanxi has also been coupled with power,relat'on based.on friendly participation. Thug_thesr.an
position within the society as well as extension ofeffeCt of sentiments and emotions prevailing in the
resources. Research shows that improper use osenisul €/ationships formed in this manner. Thus the eomsti
of the practice of guanxi might prove to be harnféul and the feelings l_aetween the |nd|V|duaI§_ dete”“.".“’e
the organization since the organizational memberg m str_ength of guanxi. The featl_Jre_of guanxiis expeliin
get involved in wrong and unethical practices Iikequ'.te. general terms. In reality it comprises W‘.’O‘”“

: o e to it in the way that it allows exchange of fagdg and

corruption or partiality, discrimination that areotn

acceptable within the society or the organizational'SUpport between the individuals sharing the refatio
management (Ho and Redfern. 2010). Also, reciprocity is another factor that becomes

. ssentially visible through the incorporation ofagui
There are two elements that determine a network oﬁ Y 9 P 9

i that busi busi L ractice (Yang and Wang, 2011).
guanxi that businessmen or business organizations From the different studies as mentioned above it

China intend to form to practice in their busineBsey .o pe realized that the practice of guanxi isssestial
include links in the form of contacts and connETo  tacior in the Chinese businesses. Although theee ar
with friends or other acquaintances having assetiat pegative aspects of the practice as well, yet great
with Chinese business organizations. Further reBear nymper of studies has focused on the positive Eenef
and Studies ha.Ve ShOWI’] that the businessmen II‘HChII’ﬂhat guanxi has to provide to an Organization where
have reciprocation for each other and are commttied \would be practiced. If the relations between iniixdls
their relationships. Thus they also have expeatatio can be enhanced then it can be expected that greate
from each other in regard to their uses of the guan cooperation and motivation would work for the
practice in their businesses. Other researchergivad  betterment of the organization resulting in impmbve
their views on the different forms of associationsperformance by the members and hence greater
possible within an organization. They explainedt tha business profits for the company. However, it stioul
connections within the families are always the efts keep its focus on the fact that the guanxi prastide
followed by the insiders of an organization andnthe not get misused by the organizational members.
with the outsiders of strangers. Thus if a busimess
from the foreign country has to form a relationshigh Proper use of guanxi has positive effects on the
another businessman of the native land, or amthical judgment in the chinese business
organization, the bonding or relationship in regésd management: Factors affecting the ethical standards of
the insider can only be expected to prove to beessc the business organizations in China include theupor
(Leunget al., 2008; Huang, 2010). practices being initiated by the organizational rhers,
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lack of consistency in the planning process of theperformances and hence delivers improved business
organizations, rights of shareholders provided withresults. The current study focused on the Chinese
lesser regards from the organizations, as well abusiness world and the use of the guanxi practicke
modifications that take place in the market. TheChinese organizations and relating their impactshen
practice of guanxi has been found to have bothtipesi ethical perspectives of the organizational managésne
and negative effects on an organization depending oThe effects of guanxi have been studied both on a
the use of the practice. As various studies reflectpositive as well as on a negative respect. Theiegud
guanxi is often realized as a concept based orathi have thus obtained that the use of guanxi in the
grounds. Thus it positively influences the management of organizations do enhance the
organizational performance in cases of expansidns aelationships among the organizational members thus
businesses or improving the rank of the organimaitioc motivating them and encouraging more towards
the market. However, the negative influences arisefficient performance fulfilling the goals of the
when the practice is misused by the members relgasi organization. However the negative features of the
doubts on the ethical standards and hence theakthicguanxi approach is more concerning since misusieeof
decisions taken within the organization (Saetyal., practice might lead to corruption.
2010). The studies on the Chinese companies have clearly
The ethical regards of guanxi are alwayspresented several success stories depending on the
encountered with controversies (Moorthy andguanxi concept that enhanced the interpersonal
Jeyabalan, 2012). Since many people are of théawpin relationships within the organization. If the lagure
that guanxi lead to corruption thus in many cadles, review of the concerned topic | concerned themit loe
ethical decision making becomes a difficult task.realized that the concept of guanxi has becometiema
However, there are others who bring out the pasitiv of severe importance and been the interest of sudy
impacts of the practice and incorporate guanxihi@ t several authors and theorists. Most of them have
ethical judgement. There is a set of rules andtipesz  reflected on the positive aspects of guanxi. Carsig
that can be followed under the influence of gudokia  the business world in China, the guanxi has been
number of organizational objectives. One suchobtained to be an essential factor in implementatib
development is the enhancement process in regard #hical judgments and decision making processes. Th
actions undertaken. If a particular set of actiangder informal relationships between the organizational
guanxi is used in this respect then it is expetked  members formed as a result of guanxi have beerdfoun
problem related to ethical issues might not ariséo be more effective than other organizations.hié t
(Dunfee and Warren, 2001). misuse of the practice can be prevented then thaxgu
Guanxi is capable of creating effective concept would prove to be a great success for Ghine
relationships within complex networks of organiaa8  business organizations.
that act as an essential tool for business success
moderating and determining the ethical judgments of CONCLUSION
the management of the organizations (Szettaal.,

2006). It has been observed that the presence of The study has clearly reflected that not only ke t
harmony is much high in the organizations of Chinachinese organizations support the concept of guanxi
reflecting the usefulness of guanxi in the Chineseand follow it within their management, but these
organizations (Hoivik, 2007). Thus the developmeit organizations have also benefitted from the entsnce
the proposition can be stressed on the fact that thinterpersonal relationships within the organizasioft
practice of guanxi has an effective and essentiagtan be realized that good relationships among the
influence on the ethical judgment in the managertent grganizational members get them close to each ,other
Chinese organizations leading to enhanced businesgus sharing their values, their emotions and seentts,

outcomes and profits. as well as helping each other in their requirecise®o
this aspect guanxi seems to provide with the apjatep
RESULTSAND DISCUSSION approach that every organization needs to follotis T

is primarily because if proper relationships amaitig
Guanxi is known as the special form of relatiopshi the organizational members prevail within the
between two or more individuals particularly inatédn  organization, a positive atmosphere can be expeoted
to business organizations. In the present worl@, thspread in the surroundings that might involve eworey
concept of guanxi is highly popular since it uez and let them get engaged with their true spiritsaias
specific measures in enhancement of businestheir work and responsibilities. Thus, a thorougidyg
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on the concerned topic clearly reflects the faet the Huang, L.Y., 2010. Key drivers of Guanxi in China

Chinese organizations, with keeping focus on limgjti among Taiwanese small to medium-sized firms.
the misuse of the concept, have benefited and shall Int. Bus. Res., 3: 136-146.

future benefit as well from the use of guanxi ir th Leung, T.K.P., V.C.S. Heung and Y.H. Wong, 2008.

ethical judgment of the managements of the Chinese Cronyism: One possible consequence of guanxi for

organizations. It might also be reflected that gwaher an insider: How to obtain and maintain it? Eur. J.
organization in the world might benefit from the Market., 42: 23-34. DOI:
concept of guanxi if properly utilized. 10.1108/03090560810840899
Moorthy, R. and G. Jeyabalan, 2012. Ethics and
REFERENCES Sustainability: A review of water policy and
management. Am. J. Applied Sci., 9: 24-31. DOI:
Al-Khatib, J.A., S.M. Vollmers and Y. Liu, 2007. 10.3844/ajassp.2012.24.31
Business-to-business negotiating in China: The rol&sardy, M., J.M. Munoz, J.J. Sun and I. Alon, 2010.
of morality. J. Bus. Ind. Market., 22: 84-96. DOI: Dimensionality of business ethics in China.
10.1108/08858620710730203 Competitiveness Rev.: Int. Bus. Ihcorporat. J.

Chan, R.Y.K., L.T.W. Cheng and R.W.F. Szeto, 2002.  Global Competitiveness, 20: 6-30. DOIL:
The dynamics of guanxi and ethics for chinese  10.1108/10595421011019948
executives. J. Bus. Ethics, 41: 327-336. DOI:Szeto, R., P.C. Wright and E. Cheng, 2006. Business
10.1023/A:1021230831161 networking in the Chinese context: Its role in the

Dunfee, T.W. and D.E. Warren, 2001. Is guanxi formation of guanxi, social capital and ethical
ethical? A normative analysis of doing business in  foundations. Manage. Res. News, 29: 425-438.
China. J. Bus. Ethics, 32: 191-204. DOI: DOI: 10.1108/01409170610690880
10.1023/A:1010766721683 Wong, Y.T., S.H. Wong and Y.W. Wong, 2010. A

Ho, C. and K.A. Redfern, 2010. Consideration of the  study of subordinate—supervisguanxi in Chinese
role of Guanxi in the ethical judgments of chinese joint ventures. Int. J. Hum. Resource Manage., 21:
managers. J. Bus. Ethics, 96: 207-221. DOIl:  2142-2155. DOI: 10.1080/09585192.2010.509621
10.1007/s10551-010-0459-4 Yang, Z. and C.L. Wang, 201Guanxi as a governance

Hoivik, H.V.W., 2007. East meets west: Tacit messag mechanism in business markets: Its characteristics,
about business ethics in stories told by Chinese relevant theories and future research directions.
managers. J. Bus. Ethics, 74: 457-469. DOI: Ind. Market. Manage., 40: 492-495. DOI:
10.1007/s10551-007-9508-z 10.1016/j.indmarman.2010.12.004

Huang, K.P. and K.Y. Wang, 2011. How Guanxi Zhu, Y. and A.M. Zhang, 2007. Understandi@ganxi
Relates to Social Capital? A Psychological (connections) from business leaders' perspectives.
Perspective. J. Soc. Sci., 7: 120-126. DOI: Bus. Commun. Q., 70: 385-389. DOI:
10.3844/jssp.2011.120.126 10.1177/10805699070700030506

226



