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ABSTRACT

In consideration of the special communitarian form of capitalism in
China, one of the most crucial business decisions a firm has to make
when it intends to invest in China is how to deal with “guanxi” to
minimize the risks and frustrations. The lack of attention by past studies
to the effects of “guanxi” on firms’ choice of mode of entry into China
was the impetus for the focus of the present study. A questionnaire
survey was conducted to collect data needed from Taiwanese manufac-
turing firms. Questionnaires were mailed to senior-level managers who
were most likely to be involved in the decision process for their firms’
entry into the China market. A total of 800 questionnaires were mailed
during the two-month period from May 20, 2002 to July 20, 2002. A total
of 137 responses were deemed usable for the analyses, a 17.125% usable
response rate. This study tested the hypothesized relationships among
variables by using the statistical technique of path analysis. The main
research results are summarized as follows:
1.In order to prevent opportunistic behaviors and a poor atmosphere for
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transactions, Taiwanese manufacturing firms usually tend to build up
rent-seeking guanxi with local partners in order to enhance relation-
ship quality, so the low-ownership controlled strategy tends to be
adopted.

2.The low-ownership controlled entry mode facilitates the negative role
of relationship commitment in influencing the sales performance of
Taiwanese manufacturing firms invested in China.
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