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China. To the uninitiated Western mind, it 
is a place of suppression and central 
control and home to a huge and aging 
population, cheap goods and unchecked 
pollution. The reality is a stark contrast. 
Chinese companies and executives are 
planning ahead – a decade or two ahead 
– for massive growth that will change the 
economic landscape in China and 
potentially the world. If you are not 
familiar with the “Chinese Medicine” 
mindset, now is the time to learn! It will 
influence your success and your markets, 
if not tomorrow, then very soon. 

On our recent journey to China, we met 
with 10 CEOs to explore the challenges 
they will face in the next decade. Some 
of the key insights from these interviews 
are outlined below (see text box on page 
7 for a description of the interviews). We 
will also discuss further findings in 
subsequent articles, bearing in mind the 
counsel of the CEO of Unilever China, 
“One needs 15 years in China before 
they can make a serious statement about 
China.”  

On the surface, the issues these leaders 
are grappling with are very similar to the 
ones we have heard from CEOs in many 
other countries: 

• Accessing, developing and retaining 
the right talent 

• Creating a scalable business model 
to maintain control 

• Hedging against exchange rate 
fluctuations 

• Dealing with raw material price 
increases 

• Developing and maintaining relation-
ships with large customers 

• Leveraging the internet, as its 
importance increases 

• Responding to the growing intensity 
of local and global competition 

• Ensuring a continuous stream of 
innovation to stay ahead. 

It was only by digging deeper that we 
really got a feel for the magnitude and 
intensity of the challenges. The context in 
which the CEOs are tackling these issues 
poses unique demands in terms of: 

• Planning for exponential growth over 
the next 10 years, which requires a 
very different approach to forward 
planning than for companies in slow-
growing developed markets. 

• Establishing a network that includes 
government, which is seen as 
stimulating and facilitating growth 
rather than directly controlling 
companies.  

• Addressing the impact of business on 
society and the environment. 

• Securing supply chains, particularly 
for critical raw materials. 

• Establishing a truly nationwide 
distribution network, in a country that 
has 189 cities with over a million 
inhabitants, plus tens of thousands of 
smaller cities and hundreds of 
thousands of villages. 

The scale of the challenge is enormous – 
dealing with it is an art form that the 
CEOs we met in China are mastering. 
During our discussions with them, 
several key insights emerged. 

Chinese medicine: Focusing on 
the roots of growth 

In our first interview, the CEO of a large 
trading and development company 
provided us with the meaning of Chinese 
Medicine: “People from the West try to 
fight a disease by addressing the 
symptoms, while we in China address the 
root causes. The latter will take longer, 
but the solution will last longer.” This 
explanation says a lot about the attitudes 
and perspectives of many of our 
interviewees. The CEO of a major 
publishing company explained how this 
perspective translates into decision 
making, “We think and think and think 
before we decide. In board meetings, we 
often have good discussions. In the end, 
I will have to draw the conclusion. But if I 
do not feel comfortable about it, I will 
simply postpone the decision making and 
get more information by asking lots of 
questions and challenging some people. 
Only when I can see the impact of the 
decision, am I prepared to take it.” This 
approach explains why companies from 
the West that, for example, want to 
acquire stakes in Chinese companies may 

 
People from the West try to 

fight disease by 
addressing the symptoms; 
while we in China address 
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perceive the decision-making process as 
slow and cumbersome. The Chinese do 
not hurry when it comes to big decisions. 
Having said that, while the long process 
helps the Chinese build confidence in 
their decisions, it is also no doubt used 
as a negotiation tactic. 

All of the Chinese executives we met 
took a long-term view. The typical 
planning horizon was 10 years, and they 
were aiming to grow turnover from 3 to 
10 times during this timeframe. Every 
aspect is mapped out in preparation for 
their future growth plans. For example, in 
the case of a large health company, there 
is a detailed schedule outlining the timing 
for ordering new machines, the factory 
can easily be expanded, the innovation 
pipeline is full and, in the next 10 years, 
the CEO wants to become the clear 
market leader in a key segment of 
healthy beverages in China. In 20 years, 
his vision is to become the global market 
leader. 

This highlights another critical point. Most 
CEOs we interviewed believe that their 
home market is more than large enough 
to generate the right growth levels, 
“China is where we focus; the rest of the 
world comes later.” They also believe 
that managing high rates of growth is not 
a problem, “We plan for it right from the 
start.” Chinese companies are 
undoubtedly shifting from an export focus 
to one based on domestic growth – fast 
growth – in order to cover their fixed 
costs. Contrast this with Western 
companies operating in China that worry 
more about the scale of their investments 
and their operating costs, with some 
even embarking on cost-cutting 
exercises. 

A prerequisite to enable our interviewees 
to achieve their growth visions is the 
availability of the right employees with 
the right mindset. This drives significant 
investments in the learning and 
development of their people. 

Embracing continuous learning 

The Chinese place a high value on 
learning. Where possible, parents send 
their children to college and university, 
mostly at home but also abroad. When 
asked why they want their children to learn 
about Anglo-Saxon economic models, 

the answer was simple: “We do not study 
these models to apply them back in China; 
we study them to be able to understand 
how they work so we can deal with them.” 
They only implement principles from these 
models that are relevant to their 
environment and their vision. 

Keeping the right people in the business 
is probably one of the biggest challenges 
facing leaders, with all interviewees 
highlighting the issue. Offering 
continuous learning in the workplace is a 
critical part of dealing with the challenge. 
As one CEO put it, “You should not stop 
learning and developing yourself if you 
want to be successful.” Another 
explained, “There is no born genius; the 
real genius is made through hard 
learning and work.” To illustrate how 
continuous learning takes place, the CEO 
of a large automobile manufacturer told 
us about his “40+4” concept, “My workers 
have a 40-hour workweek. Everybody 
comes to the office on Saturday for an 
extra 4 hours of training.” A company in 
the publishing business invites a guest 
speaker each week to give a lecture for 
all personnel. And yet another Chinese 
CEO summarized his people 
development plan as follows, “When you 
are 20 years old you work hard for your 
direct boss and learn from him; when you 
are 30 years old you work with others 
and learn from them; when you are 40 
years old you learn to be a leader; and 
when you are 50 years old you have 
excellent people working for you.” 

Workplace learning is also supported by 
a range of other measures to promote 
employee retention, including:  

• Giving employees shares in the 
company 

• Making people proud to work for a 
successful, fast-growing company 

• Creating a passion for delivering 

• Organizing high-impact bonding 
events, such as the annual “Olympic” 
events that one firm holds for all 
employees  

• Developing comprehensive retention 
plans. 

More broadly, the development efforts 
reach beyond the company. In China, the 
development focus starts early, with many 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

China is where we focus; 
the rest of the world comes 

later. 

We do not study these 
models to apply them back 
in China; we study them to 
be able to understand how 
they work so we can deal 

with them. 
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companies supporting grassroots efforts 
that may contribute to overall societal 
learning, even if they do not directly 
impact their firms. Three of the 
companies we visited spontaneously 
mentioned their support of the HOPE 
Foundation, which gives children from 
poor rural areas a chance for a proper 
education. In Chinese culture, the 
teacher is often a critical role model. As 
some of the interviewees explained, 
teachers may be tough individuals who 
are hard on you and make you work, but 
they are so knowledgeable that they 
inspire learners to willingly assimilate and 
remember their lessons. Perhaps the 
reason Chinese CEOs find it relatively 
easy to implement changes is because 
they are perceived as respected and 
admired teachers. 

The learning ethic also applies at the 
very top level of companies. The concept 
of a CEO’s first 100 days in the role 
offered another contrast between the 
thinking of our interviewees and typical 
Western approaches. In the West, it is 
generally accepted that a new leader has 
around 100 days to understand the 
issues, get to know the key people, make 
a few high-impact decisions, replace a 
few people and really put his or her mark 
on the organization. In China, the first 
100 days for a new leader are all about 
learning, “We do not criticize before we 
know. We use the first 100 days to 
observe, to understand.” 

One of our most surprising insights during 
the trip was the concept of zero-basing. 
From a former high-level government 
official, we first learned about the concept 
of “re-thinking.” As one CEO explained, “If 
we are confronted with a major issue we 
go back to zero. We zero-base everything 
and start from scratch with our thinking.” 
Zero-basing is essentially recognizing that 
the approach that has been taken has not 
delivered the required results. Rather than 
being tempted to tinker with various 
elements of the approach (which often 
happens in the West when there are sunk 
costs), the leaders we spoke with had the 
courage to start from zero and develop a 
new approach. 

Innovation is clearly essential for growth 
and building a competitive position

anywhere in the world. However, Chinese 
CEOs are not interested in traditional 
incremental pathways toward growth 
through innovation. They want to leapfrog 
ahead, and many of them see partnering 
with organizations as the key way to do 
this. As the CEO of a major retailer 
explained, “I want branded goods 
manufacturers to be my partners. I 
should not screw them for money, as that 
will not develop the relationships that I 
want.” The entrepreneurial CEO of a 
media company also explained how he 
drives new ventures by first developing 
an idea and then selecting the right 
people to make the idea a reality. 

The combination of continuous learning, 
zero-basing and a growth mindset 
underpins a potentially formidable 
innovation engine in China. We can 
expect to see a stream of new ideas, 
approaches and products coming from 
China in the near future. 

The circular economy: Contributing 
actively to sustainability 

China’s reputation with respect to caring 
for the environment is often perceived to 
be poor. But this perception may no longer 
reflect reality. Both public and private 
entities in China are making massive 
investments and advances in clean 
technologies. For example, China installed 
13GW of wind power in 2009, one-third of 
the global total, and it now boasts the 
largest windmill park in the world. It has an 
unofficial target, according to research firm 
BMI, of 150GW of wind power by 2020, 
compared with 25GW today. However, 
given the growth of all forms of power 
generation in the country, wind will 
continue to account for just 2% of its 
energy supply in 2020, the same as today. 

China also leads in the science that 
allows carbon dioxide (CO2) to be stored 
underground, and it has started to use 
this approach to reduce harmful 
emissions. Green energy buildings are 
on proud display in industrial parks. In 
the big cities, there is a growing number 
of electric scooters – gasoline ones have 
been banned in order to reduce pollution. 
At every city bus stop, there are three 
different waste bins – one for plastic, one 
for paper and the other for waste. Much is 

If we are confronted with a 
major issue, we go back to 

zero. We zero-base 
everything and start from 
scratch with our thinking. 
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being done to address environmental 
issues in China, more than we are led to 
believe, but much still remains to be done 
– and no doubt will be done as 
government and business embrace the 
need to tackle the challenges of 
sustainability. 

In the companies we met, sustainability is 
clearly high on the agenda. In fact, it was 
the first item one CEO mentioned in 
response to the question about the 
biggest challenges for him and his 
organization in the future, “Success 
means making a contribution to society.” 
Ways in which our interviewees’ firms 
contributed included: 

• First and foremost, caring for their 
workers and their families and helping 
with the education of their children. 

• Paying their tax liabilities. 

• Participating in the HOPE 
Foundation, which supports the 
education of underprivileged children. 

Some CEOs also talked about the next 
level of sustainability engagement in 
terms of energy and waste reduction, 
echoing what we heard from the public 
sector. One of the senior government 
officials we met, charged with urban 
development, introduced us to the notion 
of the circular economy. He talked 
passionately about the four steps toward 
this circular economy:  

 

 

 

 

 

 

 

 

Since he is a key senior party official, this 
could indicate that sustainable thinking is 
becoming an important mindset for the 
county as it develops. He outlined his 
thinking in the context of the way an 
ecological town should be constructed: 

Problems also arise during the rapid 
development of small towns: construction 
quality is low; the ecological environment

is seriously destroyed and new pollution 
is created; the architectural style is very 
dull and has no unique features; scale is 
blindly pursued and too much land is 
occupied. Therefore, synchronizing with 
boosting urbanization, we should pay 
attention to quality. It is important to build 
towns into ecological towns. 

The significance of this spreading 
sustainability attitude was brought home 
on the last day of our visit to China. An 
article in the New York Times noted how 
eight republicans in the US Senate have 
the ability to stop the implementation of 
President Obama’s plans for the 
environment. A day earlier, an article in 
The China Daily talked about the 
Chinese government’s next five-year 
plan, in which tackling carbon emissions 
is the top priority.1 Quite a contrast! 

 

 

 

 

 

 

 

 

 

The foundations for success 

It was clear to us as we discussed the 
growth objectives of the leaders we 
talked to in China that there was more to 
the picture. Two elements stood out as 
the foundations for success – creating 
the conditions for growth, greatly 
facilitated by government, and an 
optimistic mindset. 

Building conditions for growth 

Several of the interviewees base their 
forward plans on the assumption that the 
strong growth rates of the last 10 years 
will continue for the next 10 to 20 years. 
However, the CEOs talked little about the 

                                                           
1 Excerpts from the following: Lehmann, Evan. 
“Senate Abandons Climate Effort, Dealing 
Blow to President.” The New York Times, 23 
July 2010, and Jing, Li. “Carbon Trading in the 
Pipeline.” The China Daily, 22 July 2010. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Two elements stood out as 
the foundations for 

success – creating the 
conditions for growth, 
greatly facilitated by 
government, and an 
optimistic mindset. 

Senate abandons climate 
Effort, dealing blow to 

president 

The country is set to begin 
domestic carbon trading 

programs … to help it meet 
its 2020 carbon intensity 

target. 

Re-duce the use of scarce resources 

Re-use any components than can be 
reused 

Re-cycle as much as possible by 
separating and collecting key 
raw materials 

Re-think by going back to the drawing 
board and developing more 
ecological solutions for 
tomorrow’s problems. 
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role of the Chinese government in driving 
growth. When mentioned, the 
government’s role was seen as that of a 
facilitator.  

Through observation and reading the 
newspapers, we concluded that the 
Chinese government is giving absolute 
priority to the creation of an effective 
infrastructure. For example: 

• Every large city is building a brand 
new world-class airport. 

• Some 50,000 km of new highways 
are being built, connecting cities and 
facilitating access to rural areas. 

• A bullet train connection between 
Shanghai and Beijing. The line, which 
covers 1,365 km and includes a 185-
km bridge – the longest in the world – 
will be finished before the end of 
2011! (Compare this with the 
construction of 15 km of highway 
between Rotterdam and The Hague 
in the Netherlands, which has so far 
taken over 30 years of endless 
debate.) 

• The government is creating focused 
Economic Development Zones (mini 
Silicon Valleys). 

The government has also demonstrated 
its mastery of organizing large events, 
including the Beijing Olympics and the 
Shanghai Expo, which showcase China 
to the world and vice versa. On the day 
we visited the Expo, there were 575,000 
visitors, mostly Chinese interested in 
understanding what is going on in 
different countries of the world. The 
organizers coped effectively with 
temperatures of 38°C and 80%+ humidity 
by providing sunroofs for the queues, 
spraying a cool mist over the patiently 
waiting people and handing out fans and 
ice cubes. 

Recognizing the need for a larger, 
younger generation to care for the aging 
population the government has replaced 
the nation’s one-child policy with a two-
child policy. It is not unusual in the 
absence of (state) pensions for a child to 
have to support two entire generations – 
parents and grandparents. The revised 
policy on children is also important 
because continued economic growth and 

societal development will require an 
increasing number of people to join the 
labor force. There is also a realization 
that the wages of the lower income 
groups have to increase. Our remark that 
this may jeopardize export possibilities 
was waved away. “People should get 
used to higher prices,” as one CEO put it. 

The Chinese government, as a facilitator, 
is also moving into the realm of 
supporting the development of innovative 
intellectual property protection strategies. 
The rapidly growing healthy beverage 
company mentioned earlier has 
combined some products with Chinese 
medicine ingredients to offer specified 
“proven” health benefits. Working 
together, the company and the 
government developed a Chinese 
government seal for the package 
endorsing the products’ health claims. 
Competitors that want to offer similar 
products with a government seal will not 
only have to develop different formulas 
but they will also have to demonstrate 
that their product provides the claimed 
benefits. And who could give a better 
endorsement than the Chinese 
government? 

Finally, the question of the renminbi 
came up. The CEOs trust the 
government to manage the currency well; 
the move away from pegging the 
renminbi to the dollar is considered a 
good move. 

Having the right mindset 

Overall, our impression of the CEOs we 
met is that they have an optimistic 
mindset: “Happiness is a key feeling for 
the individual when he/she talks about 
the job and the family.” The Chinese work 
very hard and spend long hours in the 
office, which from a Western perspective 
would suggest poor work-life balance. 
However, this is an accepted part of life. 
As one CEO put it, “If you are serious 
about your job, you are always busy.” 
Another said that if you work hard “a day 
seems to last for ages, whereas a year 
passes very fast.” 

Yet, even with huge demands on them, 
these CEOs make time for life beyond 
business. One shared a few of the strict 
rituals he builds into his life. He does not 
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want to be called about business matters 
after 20:00, and every day that he is in 
town, he goes to have lunch with his 
parents. Another emphasized that the 
prerequisite for a successful leader is 
having a “peaceful heart,” meaning that 
one deals with problems in a calm and 
mature manner. 

The final key insight into the mindset of 
Chinese leaders came when 
interviewees told us whom they 
personally admired as a leader. There 
was a striking difference compared with 
the other CEOs we interviewed as part of 
our overall study. Of the interviewees in 
China, 50% said they did not admire one 
single leader, but that they admired 
several – including, for example, 

Chairman Mao and Deng Xiaoping – for 
different reasons. Trying to emulate the 
best of each of them helped the Chinese 
CEOs to become more rounded leaders. 
The Chinese CEOs mentioned only four 
Western leaders – all from military or 
political spheres, none from business. 

China continues to surprise. Its growth 
ambitions are impressive and 
underpinned by the conditions and 
mindset for growth. Because of the vast 
domestic potential, many Chinese 
companies are still focused on building 
their home base, but there are clear 
signs that they will expand globally in 
their own measured time. And even this 
may be too soon for many potential 
rivals. 
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The Interviews 
Between 19 and 26 July 2010, Professor Thomas Malnight and Executive-in-Residence Kees van der Graaf of IMD 
visited the cities of Shanghai, Hefei and Beijing to meet nine Chinese CEOs and one “Western” CEO as part of the 
Power of Balance research project. From September 2009 to July 2010, they interviewed CEOs from around the 
world about the challenges facing leaders in the next 5 to 10 years, both for their organizations and for them as 
individuals. The findings of this research project will be published in a series of articles. 

The Chinese interviewees encompassed a full range of companies and individuals: 

 From state-owned to various degrees of public (fully public or with the state owning a large minority share) or 
privately owned, including private equity participation. 

 From conglomerates with large, diverse portfolios to an enterprise with only two SKUs. 
 From entrepreneurs to 70-year-old government officials. 
 From leaders with a dictatorial style to those with a very participative style. 

Further insights came from our visit to the Shanghai Expo and other people we met during our journey. 

The Chinese work very 
hard and spend long hours 

in the office… Yet even 
with huge demands on 

them, the CEOs make time 
for life beyond business. 
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