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This bachelor's thesis aims to examine how intercultural differences affect procurement
negotiations between Finnish and Chinese companies. As international supply chains
become more common, understanding negotiation behaviour and intercultural
communication has become a central aspect of procurement activities. The research was
conducted using qualitative methods through semi-structured interviews. The target group
consisted of procurement professionals representing Finnish companies with experience
working with Chinese partners.

The results indicate that several key cultural dimensions—such as hierarchy, individualism
vs. collectivism, direct vs. indirect communication, and long-term orientation—significantly
influence negotiation styles and expectations. In the Chinese context, trust, personal
relationships, and patience are crucial factors for successful negotiations. Finnish
negotiators, who often operate in a straightforward and task-oriented manner, may face
challenges if they do not take these relationship-based practices into account.

The study found that misunderstandings often arise from differing perceptions of time,
attitudes toward contracts, and expectations of flexibility. To avoid these issues, Finnish
companies should invest in cultural competence, adapt their communication styles, and focus
on building long-term relationships. The findings demonstrate that cultural awareness is not
only beneficial but strategically essential in international procurement.
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Tassd kandidaatintutkielmassa tavoitteena on tarkastella, miten kulttuurien véliset erot
vaikuttavat hankintaneuvotteluihin suomalaisten ja kiinalaisten yritysten vélill.
Kansainvilisten hankintaketjujen yleistyessd neuvottelukdyttdytymisen ja kulttuurienvilisen
viestinndn ymmarrys on noussut keskeiseksi osaksi hankintatoimintaa. Tutkimus toteutettiin
laadullisia tutkimusmenetelmid kéayttden puolistrukturoitujen haastattelujen avulla.
Kohderyhména olivat suomalaisia yhtigitd edustavat hankinta-alan ammattilaiset, joilla on
kokemusta kiinalaisten yhteistyokumppaneiden kanssa tydskentelysté.

Tulokset osoittavat, etti monet keskeiset kulttuuriset ulottuvuudet, kuten hierarkia,
yksilollisyys vs. kollektivismi, suora vs. epdsuora viestintd ja pitkdn aikavilin
suuntautuneisuus vaikuttavat merkittévisti neuvottelutyyleihin ja odotuksiin. Kiinalaisessa
kontekstissa luottamus, henkilokohtaiset suhteet ja kirsivillisyys ovat ratkaisevia tekijoita
onnistuneiden neuvottelujen kannalta. Suomalaisille neuvottelijoille, jotka usein toimivat
suoraviivaisesti ja tehtdvikeskeisesti, voi aiheutua haasteita, jos he eivit ota huomioon nédité
suhteisiin perustuvia toimintatapoja.

Tutkimuksessa ilmeni, ettd védrinkésityksid syntyy muun muassa eridvistd aikakasityksisti,
sopimuksiin suhtautumisesta ja joustavuudesta. Néiden ongelmien vélttimiseksi
suomalaisyritysten tulisi panostaa kulttuuriosaamiseen, viestintitapojen sopeuttamiseen ja
pitkdjanteisen suhteen rakentamiseen. Tutkimuksen tulokset osoittavat kuinka
kulttuuritietoisuus ei ole pelkédstdin hyodyllistd, vaan strategisesti valttimatonta
kansainvélisissd hankinnoissa.



Table of contents

Abstract
O 6313 40T L1 15 o) 4 OO OO P RPN 1
1.1 Back@round...........coouooiiiiiiiiiii e 1
1.2 Objectives and research QUESHIONS .......ccuveecvieriieiiierie et 1
1.3 RESEATCH SIUCLUTE.....c..iiiiiiiii et 2
1.4 Theoretical framework and lMItations...........ceeecueeiiiiiieniieiiee e 3
1.5 Research methodology ........ocviiiiiiiiiiieciecece e 4
2 NEZOUATION ..euvieevieeiieeieeeite et e et e et e eteeteeeaaeebeessseesseessseesseessseensaessseesseessseensaessseenseenses 5
2.1 Dividing NEZOtIAtIONS.....c.ueeiiieiiieiieeieerite ettt ettt et esiteebeesateebeeseeeeneens 5
2.2 Four-Stage Negotiation Model ........cc.cocueiiiiiiiiniiiiiiiiecicnecceeeee e 5
2.2.1 Relational POSTHONING........cccieruiiiiiiiiieeiienieeieesee et eeee et e e ereesereeveessneensaens 6
2.2.2  Identifying the problem .......c.cccceeeviiiiiiiiiieiie ettt 6
2.2.3  Generating SOIULIONS. .....ccouiriiriieiieierieeieet ettt 7
224 Reaching AGreCMENL.......cceruiriiiiiiriiniietenteritete ettt sttt st eesaeesaeenae s 7
3 CUIUTE ettt ettt ettt ettt naees 8
3.1 Hofstede’s cultural dimensions............cooueiiiiniiiiieiieeeeeee e 8
.11 POWET DISTANCE ...eoueiiiiieiiieeiie ettt ettt et 8
3.1.2  Individualism versus COIECIVISIN ......cccuieruieriiiiieniieiieeie et 9
3.1.3  Masculinity versus femininity ........cccceeecveeriieeniiieeniie e esiee e e 9
3.1.4  Uncertainty aVOIAAnCe .......cccueeeruvieeriieeeiiieeeiieeeieeeeieeeereeesreeesaeeesnreessnseeeneeas 10
3.1.5 Long-term versus short-term orientation ...........ceceeveereeruenieneeneneeneeseeneennes 10
3.1.6  Indulgence VErsus TeSIraINt ..........cecuereereriereenieeieneeneeee et 10
3.2 CRINA ..ttt ettt ettt e 11
3.2.1 China on Hofstede’s dimenSIONs ............ceecueeiuiiniieniieniiiiieeieeee e 11
33 FINIANA ..o s 12
3.3.1 Finland on Hofstede’s dimensions. .........cecueeeererrienienenienienienieneeeeeeeieenes 13
34 CUUTAL PTOLOLYPES ..eevvieirieiieeiie ettt ettt ettt et ettt et e et e e ebaesaaeenseennnes 15
3.5 The Lewis Model of Cultural TyPes.......cccveeviiieriiieeiiiecieeeie et 18
4 Research MethodOLIOZY .......coeiiiiiiiieeieeceeee e e e 20

4.1 RESEATCh METROW ..o 20



4.2 DAtA COLLECHION .ottt e e e e e e e e aeaes 21

43 Data ANALYSIS c.vveeiuieeeiiieeiieeeieeeetee et e e ste e et eeetaeeeteeesbaeeebeeesabeeesnaeeenareeenneeans 21
T S 13T 11 £ SURRRPSRRRRTR 23
5.1 Hierarchical Decision-MaKing...........ccccccueecuienieiiiienieeiienie et 24
52 Indirect Communication and Interpretation............cceeeeveerieeieerieencieenieenieeeeeene. 25
53 Trust and Relationship-Building (GUANX1) .......cecvvreeviveeeiiiieeiieeeiie e eeree e 26
5.4 Cultural Understanding and SenSitiVIty ........ccceeevieeiieeeiiieniieeeieeesieeeevee e 28
6 Conclusions and DISCUSSION .......eeruiiriiiriieiiieitie ettt ettt ettt ettt e b e 30
6.1 ANAlYSIS OF RESULLS ...eoviiiiieiiicieecie et 30
6.2 Theoretical and Practical Implications ............cccceevuieriienieniieieeie e 31
6.3 Limitations and Future Research ............cocooiiiiiiiiiieeee, 32
RETRIEIICES ...ttt ettt et e et et e et e st e et e seeeenneen 33
Appendices

Appendix 1. Interview base

Figures
Figure 1. Theoretical framework
Figure 2. Finland versus China on Hofstede’s Cultural Dimensions

Figure 3. Cultural Types: The Lewis Model.

Tables

Table 1. Ideal Types: The Contexts and Cultural Logistics of Dignity, Honor and Face

Cultures.

Table 2. Themes, Sub-Themes and Example codes



1 Introduction

Culture is an aspect in the field of business that is vital to explore and do research on to better
understand the effects it has on closing business deals. As the globalization process
accelerates endlessly, intercultural relationships seem to be more and more important for
companies to ensure global success. This study focuses on the effects cultural differences
have on procurement negotiations between Finnish and Chinese companies from the
perspective of Finnish buyers. As China is securing its place in the group of most important
trade partners of Finland, understanding cultural nuances effectively grows in importance
for companies to remain competitive (The Diplomat, 2024). The topic is more relevant by
the day as geopolitical uncertainties and new collaborations through trade agreements make

the international business landscape more complex and volatile.

1.1 Background

Previous research on the subject of cross-cultural negotiations such as ones by Hofstede
(2010) and Hall (1976) deal with cultural dimensions and how they affect behaviours in
communication. These studies show Chinese negotiations to be mostly focused on
relationship-building or “guanxi” with great importance given to indirect communication
and strong hierarchy. Finnish negotiations on the other hand are shown to be direct with
transparency and a contract-driven approach holding a lot of value. These studies provide
key theoretical concepts on cross-cultural communication however, they mostly concentrate

on business negotiations in general. (Hofstede et al., 2010; Hall, 1976)

1.2 Objectives and research questions

What this research is aiming to achieve is the understanding of the effects cultural differences
have on procurement negotiations, specifically concentrating on Finnish and Chinese
cultures where factors like supply chain transparency, efficiency and sustainability hold

great importance. Negotiations in procurement hold great importance in the modern business



world and it is a topic that has a limited amount of empirical research on it. Finding out how
Finnish companies structure their procurement negotiations, what problems they cause and
how the problems are solved, can help companies modify their tactics according to Chinese
business culture. In this study, the objective is to shed light on the cultural issues and
solutions of Finnish companies collaborating with a far-East counterpart by incorporating

experts’ views and experiences. The research question and sub-question will be:

Research question:

How do cultural differences influence procurement negotiations between Finnish and

Chinese companies (and what strategies can be used to bridge these differences?)

1.3 Research structure

This study consists of six sections: introduction, theoretical framework, methodology,
results and conclusion. The introduction consists of the background, objectives and research
questions, theoretical framework and limitations and research methodology. The
introduction gives the reader the first picture of the study that has been conducted and
introduces the reader to the thesis. The theoretical framework —part introduces the relevant
literature on the topic which have been used in the study and gives a comprehensive outlook
on the cultural differences between Finnish and Chinese business culture. Following the
theoretical framework will be the methodology and key findings. The research will be
analysing the cultural differences in procurement negotiations between Finnish and Chinese
companies, how the different cultures play in the field of business and what problems and

solutions should be considered. The reliability of the research will be analysed in the end.



1.4 Theoretical framework

The theoretical framework of the study is assembled on the basis of a negotiation model by
Adair and Brett (2005), that consists of four stages: Relational Positioning, Identifying the
Problem, Generating Solutions and Reaching Agreement. The objective of the study is to

discover how the impact of culture affects these parts of the process of negotiation.

THE IMPACT OF CULTURE

Hofstede’s Dimensions, The Lewis Model. Dignity, Face and
Honor Cultures

1. Relational 2. Identifying 3. Generating 4. Reaching Concluding
Positioning the Problem Solutions Agreement the

negotiations

Figure 1. Theoretical Framework

To combine the topic of negotiations with culture, the backbone of the study is provided by
Hofstede’s six cultural dimensions: individualism-collectivism, uncertainty avoidance,
power distance, masculinity-femininity, long-term vs short-term orientation and indulgence
vs restraint (Hofstede et al., 2010). These dimensions are used as vital tools in this study as
they make integrating culture into research easy. Further background literature is also
provided by Richard D. Lewis (2018), who divides culture behaviours into three groups:
Linear-Active, Multi-Active and Reactive and Leung & Cohen (2011) who divided cultures
into three groups: face, honour and dignity cultures. The figure above (figure 1) has been

made to help in grasping the idea of the theoretical framework of this study.



1.5 Research methodology

The research is conducted as a qualitative study and the empirical part of the thesis consists
of semi-structured interviews of procurement representatives from Finnish companies.
Qualitative research intends to explain and describe social or psychological issues with the
approach of studying phenomena by analysing experiences, interactions, communications
and documents (Flick, 2011). The semi-structured interviews allow for a flexible discussion
in which the interviewees can bring out their own experiences and views. The method also
allows the interviewer to reshape original questions and ask new questions in light of new
information to delve into intricacies of the interviewees’ experiences. Semi-structured
interviews offer versatility as they can be divided into segments of personal, open-ended
questions and more strict, theoretical questions. (Galletta, 2013) The questions of the semi-
structured interviews in this study are divided into three sections: background and
experience, negotiation process and challenges and cultural differences and their impact.
These sections give the interview a clear structure and help with collecting all the

information needed for the study.



2 Negotiation

Negotiation in Brett’s words is briefly defined as the process by which people with
conflicting goals try to reach agreement about how they are going to work together in the
future. Negotiations always involve at least two parties whose wants affect each other which
makes negotiators interdependent. Being an effective negotiator requires skill, especially

when negotiating across cultures. (Brett, 2014)

2.1 Dividing negotiations

According to Brett (2014), negotiations can be divided into two deal-making groups:
distributive and integrative deal-making. In distributive deal-making, parties are negotiating
over a single issue with resources being of a fixed amount. Brett gives an example of her
negotiating over a price of a product with a shopkeeper where both offered their different
sums at first (the seller high, buyer low) but negotiated to agree on a sum in the middle that
sufficed both. In an integrative deal-making process the negotiators negotiate over multiple
issues either by adding new issues to negotiations or by dividing the main issue into parts.
Brett gives an example of her trying to buy over thirty pumpkins from a seller, who wouldn’t
give them up since she needed a few left over to have seeds for the following year, so Brett
promised to bring her pumpkin seeds later in addition to paying for the pumpkins. In this
situation additional value and an additional issue was added through the seeds. Both deal-
making methods aim to create as much value as possible, in different ways and can be more

useful than the other depending on the negotiation situation.

2.2 Four-Stage Negotiation Model

Adair and Brett (2005) compare intercultural negotiations to dancing in The Negotiation
Dance: Time, Culture, and Behavioral Sequences in Negotiations. In their research, Adair
and Brett hypothesise that negotiation parties from different cultures will have difficulties in
synchronizing and understanding each other similarly to dancers from different cultures.

Even if overall, both parties understand each other’s goals and the situation at hand, the



means of getting there could cause issues due to how much culture affects negotiations. To
help solve issues in the negotiation process Adair and Brett propose a four-stage negotiation
model with the stages called: relational positioning, identifying the problem, generating

solutions, and reaching agreement. (Adair & Brett, 2005)

2.2.1 Relational Positioning

The first mission when starting negotiations is finding out whether the negotiating
counterpart is going to approach the negotiating process with a competitive or a cooperative
attitude. This competitive posturing and relationship-building effort is called relational
positioning. (Adair & Brett, 2005) The testing to check on the type of approach can be done
in two general ways according to Adair and Brett (2005). Disclosing a small amount of
sensitive information can help with building trust and shows a willingness to approach in a
cooperative manner, whereas exerting influence and putting pressure onto the counterpart in
an attempt at getting a better negotiating position shows a willingness to approach in a

competitive manner.

Research suggests that the early stages of negotiations tend to revolve more around influence
than information exchange (Adair & Brett, 2005). If negotiators constantly continue to
engage in reciprocal persuasion without transitioning to sharing information, the risk of
entering a conflict spiral rises, which can slow down process (Brett et al., 1998). Thompson
and Hastie (1990) argue in Social perception in negotiation. Organizational Behavior and
Human Decision Processes that in the beginning of negotiations, naturally, most negotiators
know what they want in a negotiation and automatically assume that the other party wants
the exact opposite. This “fixed-pie bias” means that at the face of it, the base for negotiations
is usually naturally competitive. This initial situation increases the chances of drift into the

stalemate situation that halts progress in the negotiations.

2.2.2 Identifying the problem

The second stage of the four-stage negotiation model is continuum to the stalemate that
eventually occurs in a negotiation situation stated in the first part. Once negotiators recognize

that focusing only on relational positioning in the negotiation situation does not lead to



advancement but rather frustration and stagnation, the transition begins towards identifying
the problem. The act of “identifying the problem” in negotiations means exchanging
information on the issues and interests of both parties which aids in building trust between
counterparts and reaching an agreement. The importance of sharing information in this stage
is backed by research by Donohue (1989) and Lytle et al. (1999). The process of reciprocal
exchange of information should come to a close after the second stage as the next focus
should be on making a deal and creating value (Olekalns & Smith, 2000). (Adair & Brett,
2005)

2.2.3 Generating Solutions

By the third stage, the focus of both parties is on value creation, meaning that since each
other’s priorities and interests are already known, the parties begin to construct offers. Even
though the previous stages have shown that the focus is more on cooperation, in the third
stage, competitive tactics are reintroduced (Lax & Sebenius, 1986). Adair and Brett (2005)
characterize the third stage as a passionate and energetic stage where both parties integrate
now known information about the counterpart to put together offers that maximize the value
of the deal for themselves. Alternating between cooperative and competitive negotiation
tactics is common and the use of rational persuasion to justify your own position is useful
when the goal is maximum value. Rational persuasion is a tactic where a party appeals to
facts, market conditions or alternatives to justify the position they want to take (Adair &

Brett, 2004). (Adair & Brett, 2005)

2.2.4 Reaching Agreement

The fourth stage of negotiations is a situation where regardless of the result, the end of
negotiations is close (Adair & Brett, 2005). When finalizing a deal, parties are no longer
focused on persuasion but rather counteroffers to fine-tune the deal to satisfy the needs of
both counterparts (Lim & Murnighan, 1994). Parties are no longer concerned about
alternatives and instead narrow down options one by one to come to an agreement (Putman

& Jones, 1982).



3 Culture

Culture is not a term with a simple or unanimous definition due to its complexity,
encompassing behaviours, social norms, beliefs and values that evolve over time (Yang,
2019). Academically, several notable researchers have defined culture in their own way.
Edward B. Tylor in 1871 defined culture as a complex whole that is learned and shared
within a society and it includes morals, law, knowledge and habits. Geert Hofstede defines
culture as something programmed inside the minds of a group of people that distinguishes
them from another group of people (Hofstede, 1991). Overall, culture holds everything

mentioned above and more, moulding the behaviour in business negotiations.

3.1 Hofstede’s cultural dimensions

Social psychologist Geert Hofstede developed a theoretical framework for cross-cultural
psychology originally in 1980 in his book Culture’s Consequences, International
Differences in Work-Related Values when he examined employee values in a worldwide
survey using factor analysis (geerthofstede, 2025). Originally, he presented four dimensions
in his research: the individual-collectivism, uncertainty avoidance, power distance and
masculinity-femininity dimensions (Hofstede, 2001). Later on, he added the fifth and sixth
dimension one-by-one after further research: the long-term orientation and indulgence-
restraint dimensions (Hofstede et al., 2010). The six dimensions help in providing a platform
to study and explain cultural differences in decision-making, communication styles and

negotiating strategies.

3.1.1 Power Distance

Text The power distance dimension is defined by Hofstede as the extent to which the less
powerful members of institutions and organizations within a country expect and accept that
power is distributed unequally. The resulting scores of the power distance index (PDI) draw
a picture on the amount of dependence subordinates have on their superiors with high scores

showing high levels of dependency and low scores showing low levels of dependency. In



high PDI scoring cultures, subordinates have a high threshold to approaching their superiors
and sometimes directly contradict them as opposed to low-scoring cultures where hierarchy
is shallow and boundaries of approach between bosses and subordinates are therefore low.

(Hofstede et al., 2010)

3.1.2 Individualism versus collectivism

Individualism versus collectivism dimension is defined by Hofstede as the dimension that
measures the degree to which people in a society prioritize their personal independence over
a group’s cohesion. In individualistic cultures, meaning cultures that score high on the
individualism index (IDV), the valuing of personal traits and achievements and
independence is emphasized whereas in low-scoring, collectivist cultures interdependence,

loyalty and group harmony are seen as more important. (Hofstede et al., 2010)

3.1.3 Masculinity versus femininity

By Hofstede’s definition, cultures being masculine, means that they are success-oriented,
ambitious and competitive. Feminine cultures are defined as being more well-being,
cooperation and quality of life -focused. Success is measured very differently in masculine
and feminine cultures. In high-scoring, masculine cultures on the masculinity index (MAS),
status and personal, monetary success is often seen as a measurement of a successful person.
Low-scoring, feminine cultures tend to measure success as a collective, focusing on the well-
being of everybody and valuing collaboration. The scores of this index are directly tied with
gender roles and a masculine society is a construct where it is expected of men to be
assertive, tough and focused on material success while women are expected to be modest,
tender and concerned with the quality of life. In a feminine society on the other hand, both
genders, men and women are expected to be modest, tender and concerned with the quality
of life. These two different types of cultures take effect especially in the business world often

showing completely different types of business practices and leadership styles. (Hofstede et

al., 2010)
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3.1.4 Uncertainty avoidance

The uncertainty avoidance dimension by Hofstede is defined as the extent to which the
members of a culture feel threatened by ambiguous or unknown situations. High-scoring
cultures on the uncertainty avoidance index (UAI) are cultures that prefer a structured society
with written and unwritten rules with the aim to minimize potential disruption inside the
society. With low-scoring cultures, change and innovation is welcomed and risks are taken
more comfortably with more flexible decision-making. A clear distinguishing characteristic
of these two types of cultures is the fact that a very uncertainty avoiding culture is going to
be more stagnant and reserved in development whereas a low uncertainty avoiding culture

fosters risk-taking and will advance and change at a faster pace. (Hofstede et al., 2010)

3.1.5 Long-term versus short-term orientation

Long-term versus short-term orientation is a dimension all about the stance on advancement
and development of a culture. Hofstede defines the dimension’s long-term orientation as the
fostering of virtues oriented toward future rewards—in particular, perseverance and thrift.
The short-term orientation side is defined as the fostering of virtues related to the past and
present—in particular. Respect for tradition, preservation of “face”, and fulfilling social
obligations. Cultures that score high on the long-term orientation index (LTO) tend to be
cultures that are willing to invest time and effort into projects and relationships that will bear
fruit long into the future with a lot of value put towards gradual growth and patience. With
low-scoring, short-term oriented cultures, the immediate outcomes are more important, and

more value is put towards the quickness of decision-making. (Hofstede et al., 2010)

3.1.6 Indulgence versus restraint

Hofstede’s definition of the indulgence versus restraint dimension’s indulgency side is the
tendency to allow relatively free gratification of basic and natural human desires related to
enjoying life and having fun. The restraint side of the dimension is defined as a conviction
that such gratification needs to be curbed and regulated by strict social norms. In the newest

dimension of all of Hofstede’s dimension the focus is on how different cultures allow and
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value the enjoyment of life and having fun. Cultures that score high on the indulgence versus
restraint index (IVR) encourage personal expression and leisure activities with high value
put on a more relaxed way of life. On the other side, low-scoring, restrained cultures value
self-discipline, duty and responsibility often having restrictions on personal enjoyment.

(Hofstede et al., 2010)

3.2 China

The core values of Chinese culture revolve around Confucian philosophy, most importantly
the harmony of life which in a business atmosphere tends to show as a natural avoidance of
confrontation and discord in social situations (Chuah et al., 2014). This value is accompanied
by the idea of guanxi, a term defining the importance of building relationships and the
intricate details that relate to maintaining them (Shen et al., 2024). The concept of face is
commonly tied in with guanxi as a self and public image value that holds a very important
role in Chinese culture. The concept of face in Eastern cultures can be divided into two
general aspects: /ian and mianzi, one for moral character and the other for reputation. Each
of the aspects have two dimensions, an external and an internal dimension as proposed by
Earley in Face, harmony, and social structure: an analysis of organizational behavior
across cultures (1997). External dimension being the public value on the projected image of
oneself and internal being the self-image through one’s evaluation of self-based on the

actions and morals they abide by. (Earley, 1997)

3.2.1 China on Hofstede’s dimensions

As China is very success oriented and hierarchical society, it is a more masculine than
feminine society with a score of 66. By Hofstede’s standards, China is a culture that cares
for performance and status in a matter of showing success. It is a country that also situates
itself very high on the power distance dimension with a score of 80, showing how people
with less power are accepting of the fact that Chinese power division is stark and unequal.
(Geerthofstede, 2025) In high power distance cultures, it is common for everyone to have a

place in society or at least feel like they have a place in society. In Chinese culture, old age
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is respected and older members of the community have strong statuses among others. (De

Mooij et al., 2002)

With great appreciation towards perseverance and growth, China is naturally one of the
world’s most long-term oriented country scoring 87 points on the scale. With a low score of
20 on the individualism-scale, Chinese culture is not something centred around just looking
after yourself and your immediate family but instead people rely on the groups they belong
to to look after them in exchange for loyalty. (Geerthofstede, 2025) As a collectivist society,
the Chinese societal structure guides people to, in the end, work towards a goal as a group.
Even if individual workloads tend to grow to be heavy, success is measured by the
accomplishments of the company around you which most people tend to work for with all
of their energy, hence why the indulgence score of 24 is also low for China, showing how
work-centred Chinese culture is and how the need for gratification by spending leisure time

having fun is low (Hofstede et al., 2010). (De Mooijj et al., 2002)

Uncertainty avoidance is something that can be defined as the amount of threat people feel
by uncertainty and the unknown and how much effort they put into avoiding situations like
this. Cultures with a large score on uncertainty avoidance tend to foster an environment of
stagnancy in terms of innovations and change compared to ones with a low score. In these
cultures, there is a need for structured life by way of rules and regulations and great value is
given to competence and experts, whereas in low scoring cultures, there is a strong belief in
the generalist. China has a score of 30 on the uncertainty avoidance scale which is a fairly
low score, emphasising China’s interest in innovation and futuristic approaches to change.

(Geerthofstede, 2025; De Mooij et al., 2002)

3.3 Finland

In the centre of Finnish culture is the term sisu which can be defined as perseverance and
courage. In research, sisu as a concept has been applied as a two-dimensional construct
including beneficial and harmful sisu where beneficial sisu is something that gives additional
power in tough times but can turn into harmful sisu that make people stubborn to the extent

of hurting themselves or others. (Vuori & Mééttinen, 2024)
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Honesty is an important characteristic in Finnish people’s eyes and holds a lot of value in
day-to-day life as well as in business life. Finnish people are generally perceived as sincere,
reliable and direct. This directness is present in negotiation situations where Finns tend to be
clear, straight-forward and focused on facts over trying to influence emotions. (Lewis, 2006).
Being trustworthy and truthful is expected to build trust with Finns and a great amount of

weight is put towards sticking to your word (Gesteland, 2002).

Finnish people are known to be very modest as boasting and being cocky are traits that annoy
most Finnish people. The general modesty of Finns stems from general Nordic values of
humility and egalitarianism, but Finnish modesty is something slightly greater which likely
stems from historical events Finland has gone through where things have seemingly been
going well but collapsed in the end. A great example of this is the notorious story of Nokia
losing the smartphone battle to Apple after focusing all of their energy towards making the
best buttoned smartphones instead of touch-screened ones. (Hofstede Insights, 2024)

Finnish people enjoy shorter work hours and value free time with most employees shutting
their work phones right after 4pm, not to mention holidays. Prioritizing free time and
valuing a strong work-life balance reflects the cultural preference for autonomy and
efficiency during working hours (Ojala, 2012). This cultural aspect is present in negotiations
and meetings where Finns tend to be concise and efficient with clear schedules and

deadlines.

3.3.1 Finland on Hofstede’s dimensions

The cultural difference between China and Finland can be very effectively illustrated
through Hofstede’s cultural dimensions framework. A chart where the scores of the two

countries are next together, the difference can be grasped even more easily.
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Figure 2. Finland versus China on Hofstede’s Cultural Dimensions

The chart above compares China and Finland across all six dimensions and highlight the
difference in values and behaviours. Finland scores relatively low on the power distance
dimension with a score of 33 (Figure 1), indicating a society that values equality and
decentralization. In Finnish culture, hierarchy is present for organizational convenience
rather than a reflection of inherent power structures. Subordinates and superiors often
communicate openly, and decision-making tends to be consensus-driven rather than dictated
by a strict chain of command (Hofstede et al., 2010). This low power distance is reflected in

Finland’s flat organizational structures and preference for informal communication.

With a score of 63 (Figure 1) on the individualism scale, Finland is a highly individualistic
society where people are expected to take care of themselves and their immediate family.
Social and professional relationships are built on trust and mutual benefit rather than long-
term group loyalty. Unlike collectivist cultures, where belonging to a group is central, Finns
value personal space, autonomy, and self-sufficiency (Hofstede et al., 2010). This is also
evident in Finnish business culture, where employees are expected to take initiative and work

independently without excessive supervision.

Finland is considered a feminine society, scoring 26 (Figure 1) on the masculinity-femininity
scale. In contrast to masculine cultures that emphasize competition, success, and
achievement, Finnish culture values work-life balance, quality of life, and cooperation over

aggressive ambition. Societal success is measured by well-being and equality rather than
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personal status or wealth. Finnish companies often prioritize employee satisfaction, and
leadership is typically more consensus-oriented rather than assertive or authoritative.

(Hofstede et al., 2010)

On the uncertainty avoidance scale, Finland scores 59 (Figure 1), meaning that while Finns
are relatively comfortable with uncertainty, there is still a preference for structure and
planning. Finnish culture emphasizes thorough preparation and risk management, which is
evident in both business and daily life. While innovation and change are welcomed, they are
typically approached cautiously with careful consideration of potential risks. (Hofstede et

al., 2010)

Finland has a long-term orientation score of 38 (Figure 1), indicating a preference for
maintaining traditions and focusing on short-term objectives rather than long-term planning.
This differs from cultures that prioritize perseverance and future rewards. While Finland
does invest in sustainable development and innovation, decision-making often leans toward

immediate practical benefits rather than long-term speculative gains. (Hofstede et al., 2010)

Finally, Finland scores 57 (Figure 1) on the indulgence-restraint dimension, meaning it leans
slightly toward indulgence. Finns generally enjoy a good balance between work and leisure,
valuing personal freedom and recreational activities. There is an emphasis on enjoying life’s
pleasures, whether through outdoor activities, socializing, or personal hobbies. However,
self-discipline and modesty remain culturally important, aligning with the reserved nature of

Finnish society. (Hofstede et al., 2010)

3.4 Cultural prototypes

When discussing cultural differences in international business contexts, it is essential to
acknowledge that not all individuals from a specific culture behave in the same way. The
concept of cultural prototypes provides a more flexible framework for understanding typical
behavioural patterns within a culture, without overgeneralising as opposed to viewing
cultures as rigid categories. A cultural prototype refers to the tendency or shared inclination
of'individuals from a particular culture to behave or perceive the world in certain ways, while
still allowing for individual variation (Cross, Uskul, Gercek-Swing, Sundbay, Alozkan,

Gunsoy, Ataca & Karakitapoglu, 2013). This approach is particularly useful in cross-cultural
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negotiations, as it encourages awareness of general behavioural norms while avoiding

stereotypes.

One important dimension in cultural psychology related to behavioural variation is the
concept of cultural tightness and looseness. The societal tightness-looseness dimension
consists of two components, the strength of social norms and the strength of sanctioning.
The strength of social norms stands for “how clear and pervasive norms are within societies”
and the strength of sanctioning stands for “how much tolerance there is for deviance from
norms in societies”. Tight cultures, such as those found in China, tend to have strong social
norms and low tolerance for deviant behaviour. Looseness, on the other hand, describes
cultures like Finland, where norms are more flexible and deviation is more acceptable.
(Gelfand, Nishii & Raver, 2006) In procurement negotiations, this can manifest in
expectations for structure, predictability, and the degree of acceptable spontaneity. For
example, a tight culture may adhere closely to formal procedures and view deviation as a
lack of professionalism, while a loose culture may place greater value on adaptability and

informal interactions (Gelfand et al., 2006).

Table 1. Ideal Types: The Contexts and Cultural Logistics of Dignity, Honor and Face
Cultures. (Leung & Cohen, 2011)

“Ideal type™ of culmre

Dignity

Honor

Face

Internal/external valuation
of the self?

Belongs to

Can it be lost?

Context

Interactions and
exchanges

What guarantees good
hehavione?

Rationality/irrationality

Untrustworthy people are
those . ..

Internal

Everyone

Mo (or at least, it cannot be taken
by others)

Autonomous, independent people

Contract among equals or a
moderate version of tit-for-tat

(Internal) guilt over one’s own
actiong: (external) effective

system of law
Either
Without a sturdiness coming from

a strong internal sense of
dignity

External/both

Some

Yes—can be lost or gained: may also
be appropriated by a competitor

Competitive environment of rough
equals (Miller, 1993)

Very strong reciprocity norms
(potentially competitive,
escalating)

Shame; violations of one person by
another call for direct retribution
by the victim (not by a third party
or the state)

Commirted to irrationality (at least in
terins of abhorring short-run cost
benefit calculations)

Without a concern for honor,
opinions of others

Mostly external
You have it, unless you lose it
Yes

Hierarchy (see Heine et al., 1999)

Guided by status lines within hierarchy:
particularistic; strong reciprocity norms

Loss of face/shaime; punishiment given by
a superior or by the gronp; direct
punishment by victim is disruplive,
inappropriate

Either

Without a concern for face, opinions of
others
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Another framework relevant to understanding cultural behaviour in negotiation contexts is
the classification of cultures into dignity, face, and honour cultures. Dignity cultures,
common in many Western societies including Finland, are based on the belief that
individuals possess internal self-worth that is not easily diminished by others’ perceptions.
In these societies, people tend to express their views openly and directly, as respect is not
easily lost in confrontation. In dignity cultures, social behaviour is guided by internal moral
compasses and by institutional structures like the rule of law. Dignity cultures are perceived
as contractual by nature which effectively means that these cultures are based on equality in
rewards and punishments. In international negotiations, dignity cultures tend to show a direct
and explicit way of communicating with a strong focus on efficient and clear flow of

information. (Leung & Cohen, 2011)

Face cultures, such as China, place a high value on harmony, hierarchy, and saving face.
Social standing is influenced by others’ perceptions, and maintaining group harmony is often
prioritised over direct confrontation or individual expression. This is because saving face
affects trust and behaviour amongst peers and losing face can result in shame. (Ting-
Toomey, 2015) In international business negotiations indirect communication is emphasized
since saving face is not only important to the parties from face cultures themselves but they

also project it to the opposing parties to avoid conflict. (Leung & Cohen, 2011)

Honor cultures, more prevalent in the Middle East and parts of Latin America, emphasize
reputation and the defence of social status, sometimes even through confrontation. These
cultures are mostly competitive in nature and avoiding all kinds of shame even through
matters outside of legal structures is more important than rationality. Representatives of
these cultures value their honour to the point where in a negotiation situation, preservation
of respect from the opposing party might be more important than the actual practicalities of

the deal. (Leung & Cohen 2011)

In the context of Finnish-Chinese procurement negotiations, understanding the distinction
between dignity and face cultures is particularly relevant. Finnish negotiators, operating
within a dignity culture, may approach disagreements openly and expect others to do the
same. Chinese counterparts, shaped by a face culture, may prefer indirect communication
and seek to avoid open conflict to preserve interpersonal harmony and status. Recognising
these differences through the lens of cultural prototypes helps negotiators adjust their

strategies, showing greater sensitivity and improving the likelihood of successful outcomes.
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By applying concepts such as cultural prototypes, tightness-looseness, and dignity, face and
honour orientations, cross-cultural negotiators can better understand the underlying cultural
values that shape behaviour in business interactions. (Aktas, Gelfand & Hanges, 2015;
Aslani, Ramirez-Marin, Brett, Yao, Semnani-Azad, Zhang, Tinsley, Weingart & Adair,
2016)

3.5 The Lewis Model of Cultural Types

The Lewis Model of Cross-Cultural Communication offers another practical framework for
understanding cultural differences in behaviour which includes communication styles and
values for example. Richard D. Lewis (2018) categorizes cultures into three types: Linear-
Active, Multi-Active and Reactive. These three categories reflect on how individuals from
different cultures and societies interact and communicate with each other. In the context of
procurement negotiations between Finnish and Chinese companies, Lewis’ model provides
another valuable angle that helps with identifying how much the cultural differences between

these two countries affect the negotiation process.
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Lewis considers Finland to be predominantly Linear-Active although being close to the

centre of Linear-Active and Reactive types as seen from figure 1. This means that Finland is

considered to be generally task-oriented with a focus on factual accuracy and being direct.

When communicating, the emphasis is put towards efficiency and structure, meaning that

Linear-Active cultures value punctuality and schedules. In contrast, Chinese culture, by its

positioning (table) is considered as Reactive in the Lewis Model. Reactive cultures lean

towards listening more than they speak with importance placed hierarchy and being

respectful and relying on subtle clues in communication to avoid losing face, sometimes to

the point of lying to the face of a counterpart to show respect and avoid conflict and

embarrassment. (Lewis, 2018)
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4 Research Methodology

The following section of the thesis focuses on the research methodology used to study the
impact of cultural differences in procurement negotiations between Finnish and Chinese
companies. A qualitative approach was used to study the topic of this thesis and to answer
the research questions. The primary data was collected through semi-structured interviews
and analysed using discourse analysis. This chapter introduces the research method and

provides detailed explanations of the data collection and data analysis used.

4.1 Research Method

The study utilized qualitative research methods to understand the impact of cultural
differences in procurement negotiations between Finnish and Chinese companies.
Qualitative methods differ from quantitative methods as study results are based on non-
numerical data. Qualitative research allows the study to be conducted in a way where the
context of decisions and actions of people can be analysed in depth. A qualitative approach
allows for deeper understanding of complex social interactions such as negotiation dynamics

which is a key aspect in this study.

Qualitative research as a term can be considered an umbrella for a vast number of different
approaches (Flick, 2002; Flick, 2007). Denzin & Lincoln (2005) describe qualitative
research as multimethod in focus where researchers study things in their natural setting using
a variety of empirical materials like personal experience, interview, visual texts etc. This
study uses an approach under the qualitative research umbrella that adapts existing theories
to make new distinctions and arguments with new data, an adaptation described by Goodwin
& Horowitz (2002). All in all, qualitative research is typically known to be vast, and it
requires systematic organization and interpretation to encapsulate all aspects of the wanted

research.

The chosen analysis for this thesis is thematic analysis due to the flexibility it offers when
analysing qualitative data and finding patterns. The structure of thematic analysis is based
on codes, which are converted into themes to represent key concepts. This helps in

categorizing concepts and finding similarities and patterns in the experiences of interview
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participants as well as differences. The thematic analysis allows for a structured, systematic
approach in dissecting and understanding the core information given by the interviewees.

(Braun & Clarke, 2006)

4.2 Data Collection

The primary method for collecting data for a research using a qualitative approach is
interviews. Interviews give the ability for the researcher to gain a deeper understanding of
real-world experiences and perspectives of the chosen research topic that literature alone
cannot give. The study was conducted using semi-structured interviews of professionals in
Finnish companies in the field of procurement who have experience in negotiations with
counterparts from Chinese companies. Semi-structured interviews give the interviewer the
opportunity and freedom to modify prewritten questions during the interview if necessary
and ask questions outside of the original interview base to delve deeper into specifics of a
topic or an answer given by the interviewee. The method allows for flexibility with open-
ended questions that foster an encouraging atmosphere in terms of sharing insights freely.

(Bryman, 2016).

To conduct successful interviews, the base for the interview questions needs to be carefully
planned out. For this thesis, the interview questions were divided into three groups:
Background & Experience, Negotiation Process & Challenges and Cultural Differences &
Their Impact. These three groups helped in the structuring of the interviews and will further
help in the analysis. A well-planned interview base that aligns with the goals set by the
research questions is essential for a comprehensive study. The interview base can be found

at the end of the thesis (appendix 1).

4.3 Data Analysis

The collected data for this thesis consisted of three interviews conducted via Microsoft
Teams to get over geographical constraints. All the interviews were held until we reached
time constraints of the interviewees as the more information and experiences received the
better the final analysis for the thesis would be. Holding video phone calls online are handy

when interviewees live all across the country and even across the world. However, video
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phone calls have their own limitations that hinder the interview experience like the lack of
being able to see body language and sometimes not being able to see facial expressions

either.

The interviews were both recorded and transcribed using Microsoft Teams to ensure the
information was accurately captured and documented. The transcripts were then reviewed
carefully and adjusted for clarity if needed. The final adjusted transcript file was 19 pages
long, times new roman font size 12. To maintain anonymity, participants are named
Participant 1, Participant 2 and Participant 3. The interviews were held between 24.3.2025
and 1.4.2025 and the duration of the interviews ranged from approximately 25 to 65

minutes.

One of the interviews was conducted in English and two were conducted in Finnish, all in
the native languages of the interviewees to ensure a comfortable setting and authentic
responses to questions. This approach fosters an open and relaxed setting for the interviews
which helps interviewees relax and allows for natural reactions allowing personal
experiences to come through. The people selected for the interviews presented different
demographics including age, gender and nationality with different positions in companies in
different industries. The interviewees also had different amounts of experience in working
with Chinese companies. These differences all together helped in receiving information from
diverse sources, with different motivations, insights and experiences behind the answers

which further enriched the study in this thesis.
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5 Findings

The results of the empirical study on how cultural differences impact procurement
negotiations between Finnish and Chinese companies are presented in this chapter. These
findings are analysed utilizing previous research and the theoretical framework presented in
the chapters 2 and 3. The chapter is separated into four where previous research and

empirical findings are combined individually.

Table 2. Themes, Sub-Themes & Example codes

Themes Sub-Themes Example codes
Delayed decision-making
. ) . . & “The decision-making there is slightly more hierarchical”
Hierarchical Decision-Making - ) » ) g gntly ”
Limited authority of They will always go for lunch together
participants
Avoidance of conflict -
Indirect Communication and & “Sometimes they don't say 'no' directly”
Interpretation “They don't say directly anything negative”

Reading between the lines
Importance of informal
interactions

Trust and Relationship-Building & “The Chinese want to search for a middle ground”
(Guanxi) ) ) “Lunch culture is very, very common in China”
Relationship before
business
Awareness of Chinese
i e e norms and etiquettes ) “What hglps is the. general cultural UHQerstanding of China”
Sensitivity & If we go towards China with the atmudgthat 'we'lldoth\sthewaywe're used to', there may be
Respect for cultural disappointments”
differences

The results of the thematic analysis are summarized in Table 2, highlighting themes, sub-
themes and example codes. It provides a structure for the key findings and illustrates the data
and the insights uncovered from it in an organized manner. At the start of each interview all
participants were asked to describe their positions in their respectful firms and their
experiences with working in negotiations with Chinese counterparts. The shared enthusiasm
of each interviewee towards the subject of Chinese culture was noticeable which made every
interview particularly enjoyable and interesting. Even though each individual participant had
their own experiences which differed from one another, the similarities in especially
experiences regarding general cultural differences resonated with previous research on the

topic by Hofstede et al. (2010), Adair & Brett (2005) and Lewis (2018).
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5.1 Hierarchical Decision-Making

Hierarchical decision-making emerged as a central theme amongst interview participants
regarding cultural differences in negotiations between Finland and China. This sub chapter
aims to analyse perspectives from the collected data by focusing on the main theme
hierarchical decision-making and sub-themes delayed decision-making and limited
authority. The interviews held for this thesis offered valuable insight into how the
differences in hierarchy and decision-making between the two countries affect real life
situations in procurement negotiations in completely different industries. Since the
participants were experts in their own respective fields and had years of experience in
working on negotiations with Chinese parties, they showed a clear understanding of how

impactful decision-making and hierarchy are on this topic.

“The decision-making there is slightly more hierarchical, meaning that even if you talk to

someone, they may not necessarily be the person who makes the final decisions.’

-Participant 3

The stronger hierarchy that is present in Chinese business culture is seemingly a reason why
decision-making can sometimes be slow and the knowledge of being on the same page with
your negotiation counterpart can sometimes be unclear. The observations from the
interviews support Hofstede’s (2010) observations of power distance where China scores
significantly higher in comparison to Finland. In these high power distance cultures,
individuals lower in the organizational hierarchy often do not possess the final decision-
making power since authority is centralized. The pattern was confirmed by participants who
described having to wait for the decision of senior executives or needing to hold several
meetings before a decision could be made. In addition, the emphasis and initial posturing
towards establishing influence before having substantive discussions aligns well with Adair
and Brett’s (2005) first stage of negotiation where the early interactions are dominated by

power dynamics and relational positioning.
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“There is going to be one top person or two maximum—the owners or managing directors—

and they will always go for lunch together.” -Participant 1

5.2 Indirect Communication and Interpretation

Another significant theme that emerged from interviews was the importance of indirect
communication and interpretation in procurement negotiations. The sub-themes under
indirect communication and interpretation are avoidance of conflict and reading between the
lines. There is a clear difference in the style of communication preferred by the cultures of
the two countries as according to Lewis (2005), Finnish people are more straightforward and
explicit but Chinese people tend to rely more on subtle cues and indirect statements as they
are referred to as culture that listens first before establishing their position. The large
difference can often lead to confusion or a situation where one counterpart is misinterpreted

by the other. (Nishimura, Nevgi & Tella, 2008)

“Sometimes they don't say 'no' directly, but rather wrap it around a little more subtly, and

then you have to be able to read between the lines.” -Participant 3

The ability to understand indirect communication and its nuances like body language, eye
contact and subtleties, requires cultural sensitivity and practice. Finnish companies have to
be specifically aware of these intricacies when working with Chinese negotiating partners as
confusions can slow down the negotiation process tremendously and hinder the creation of
a successful deal and misunderstandings can break off a deal completely. A phrase like "I’
think about it” from a Finnish party could be an honest request for some time before
accepting a deal, whereas the same request could be interpreted as a polite rejection by a

Chinese party. (Hanhai-language.com, 2024)

“They don't say directly anything negative. They also do not like to hear it.” -Participant 1
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The findings directly support Hall’s (1976) high-context versus low-context culture concept,
where China as a high-context culture relies heavily on non-verbal cues, indirectness and
implicit messages. Meanwhile Finland as a low-context culture relies more on direct speech
and transparency. The challenges Finnish professionals face in business negotiations are
supported by the research of Leung & Cohen (2011) who refer to China as a face culture,
where maintaining honour and a good representation of yourself is more important than
risking the disappointment of a business counterpart. Adair & Brett (2005) observed in their
research how subtle influence and indirect persuasion tactics are more common in the

negotiation sequences in regions of East Asia.

“I would probably, if I'm speaking to Chinese and Asian colleagues, I would like to pack it
in a nicer way and deliver that news that it's not good. Instead of saying in a very direct

way.” -Participant 1

5.3 Trust and Relationship-Building (Guanxi)

Building relationships and trust as a theme was very central in conducting business with
Chinese counterparts. The main theme 7rust and relationship-building, particularly through
the concept of guanxi which as we already know is the Chinese term for relationship
networks, is a critical aspect of Chinese business culture that came up in several interviews.
Guanxi is the idea of forming strong personal relationships based on mutual trust and respect,
and it plays an essential role in the decision-making and negotiation processes when it comes
to conducting business with Chinese people. The sub-themes under this topic were named:

Importance of informal interactions and Relationship before business.

“The Chinese often want to search for a middle ground with Western countries, but they
can't stretch themselves to the limit. It's important to identify the area they are ready to come

to and to not put them in an uncomfortable zone.” -Participant 2
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“The building of a relationship is not just a formality, but a real part of the negotiation

process.” -Participant 3

This concept contrasts with more transactional business cultures, where the focus is often on
the immediate terms of the deal. In China, building a personal connection and establishing a
stable level of trust is seen as the foundation of any successful business transaction. This is
a concept that differs greatly from traditionally transactional cultures, where efficiency is
valued more and immediate terms of the deal are the goal. (Leung, Chan, Lai & Ngai, 2011)
For Finnish companies, this means that negotiations may take longer than predicted or longer
than they’re used to, as they must first invest time in developing personal rapport,
understanding the other party’s values, and demonstrating respect for Chinese social norms.
Focusing on relationship-building through informal interactions such as meals or social
events, which are very common in especially more rural and older spirited places, can help
Finnish negotiators in strengthening their position and establish the guanxi necessary to

facilitate smoother business dealings.

“This kind of lunch culture, I would say, is very, very common in China.” -Participant 1

“Then I would say that some people say that you have to drink a lot of that rice liquor to

gain that trust...” -Participant 2

A theme that came up in every interview was the lunch culture that is present in Chinese
business culture and negotiations. Hosting a few meetings before making a decision is still
common in China as a method of building trust although online meetings have had a
lowering impact in the amount of face-to-face business meetings nowadays. The traditional
drinking of rice liquor came up in two of the interviews and the general consensus was that
the tradition is not forced on anyone and is more common in meetings outside of the main

cities like Beijing or Shanghai.
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The emphasis on guanxi is something that aligns quite well with the second stage of
negotiation that is described by Adair & Brett (2005) as a stage where information exchange
and trust-building start taking place over the status dynamics of the first stage. The immense
value placed on relationship development by the Chinese culture reinforces Hofstede’s
(2010) low individualism score given to China as it is more of a collectivist culture. This
means that Chinese people prefer group harmony and long-term relationships, backed up by
the stories of informal bonding and meals given by the participants. Finnish culture is ranked
as more individualistic as it is more preferred to keep personal and professional lives

separate, completely opposite to Chinese culture.

5.4 Cultural Understanding and Sensitivity

Cultural understanding and sensitivity emerged as an overarching theme throughout the
interviews, as it is the focal point of the topic of the study. Several participants pointed out
the importance of acknowledging and adapting to the cultural differences between Finland
and China and the importance of learning about it beforehand. The sub-themes were named:

Awareness of Chinese norms and etiquettes and Respect for cultural differences.

“The better your general cultural understanding of China is, the more likely you will be able

to capture your partner's cultural comfort zone more easily.” -Participant 2

“If we go towards China with the attitude that 'we'll do this the way we're used to', there

may be disappointments.” -Participant 3

China’s market is one of the biggest in the world and as the country has a very strong and
rich culture that greatly differs from Finnish and Western culture all together, the more you
understand it before doing business there, the better you will do. This underscores the need
for Finnish companies to invest time in learning about Chinese customs, business etiquette,

and cultural values. Simple actions like respecting status, addressing senior figures properly
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and understanding the importance of teamwork and trust in collective decision-making will

significantly improve negotiation outcomes.

The experiences of the participants reflected the importance of one’s ability to learns, adapt
and show respect increase the success rate of procurement negotiations with Chinese parties.
Hofstede’s (2010) long-term orientation and uncertainty avoidance dimensions are shown to
be relevant with this theme as Chinese business professionals have a long-term view with
the partnerships their getting into and rely on established norms. Building relationships the
long way, show the impact of wanting to avoid uncertainty and risks as much as possible in
Chinese culture. Due to the fact that Finland scores higher on the individualism and lower
on the long-term orientation dimensions compared to China, Finnish counterparts tend to

struggle with the indirectness and might view negotiations with Chinese parties as tedious.
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6 Conclusions and Discussion

The aim of this thesis was to investigate how cultural differences influence procurement
negotiations between Finnish and Chinese companies, and to identify strategies for
overcoming related challenges. Through the use of semi-structured interviews with
procurement professionals from three different Finnish companies, this study offers an in-
depth view into the cross-cultural negotiation dynamics encountered in real-world business
settings. The findings were analysed through thematic analysis and compared against the
theoretical frameworks presented by Hofstede et al. (2010), Adair & Brett (2005), Leung &
Cohen (2011) and Lewis (2018).

6.1 Analysis of Results

The research question was:

How do cultural differences influence procurement negotiations between Finnish and

Chinese companies and what strategies can be used to bridge these differences?

The analysis revealed four key themes that influence procurement negotiations: hierarchical
decision-making, indirect communication and interpretation, trust and relationship-building
(guanxi), and cultural understanding and sensitivity. Each theme reflects a fundamental area

where cultural values and business practices differ significantly between Finland and China.

Hierarchical decision-making was consistently mentioned as a major cultural difference.
Finnish professionals are accustomed to flat hierarchies and quick access to decision-makers,
whereas Chinese companies often operate with clearly defined authority structures. This
seemingly led to delays in finalizing deals, as approvals often needed to come from higher-

ranking individuals not present in initial discussions.

The theme of indirect communication and interpretation highlighted challenges related to

clarity and face-saving behaviours. Finnish negotiators, who typically value directness and
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transparency, reported needing to adapt their interpretation of responses, especially in cases
where a “maybe” or polite expression often masked a firm “no.” Learning to read subtle cues
and developing contextual awareness was crucial for understanding the true stance of

Chinese counterparts.

Trust and relationship-building, especially through the cultural concept of guanxi, emerged
as a non-negotiable element in successful procurement negotiations. Where Finnish business
culture often separates professional and personal relationships, Chinese professionals on the
other hand prioritize forming personal connections as a foundation for conducting successful
business. Shared meals, social settings, and informal dialogue were described as essential

for building trust and opening doors for business discussions.

The fourth theme, cultural understanding and sensitivity, underscored the importance of
preparation, empathy, and adaptability. All interviewees emphasized that negotiations went
more smoothly when they had taken time to study Chinese business etiquette and cultural
expectations. Being respectful of hierarchy, understanding the importance of group
harmony, and showing genuine interest in the other culture were strategies that helped bridge

cultural gaps.

6.2 Theoretical and Practical Implications

The findings support Hofstede’s theory that national cultural dimensions such as power
distance, individualism, and uncertainty avoidance have tangible effects on communication
and decision-making in cross-cultural settings (Hofstede et al., 2010). The interviews
confirmed that China’s high power distance and collectivist orientation contrast strongly
with Finland’s egalitarian and individualistic values. These dimensions shape how authority,

risk, and negotiation timelines are perceived and managed.

From a practical standpoint, the research provides valuable insights for Finnish companies
seeking to improve collaboration with Chinese suppliers or partners. The findings suggest

that successful negotiation strategies should include:
e Allocating extra time for decision-making processes

e Adapting communication styles to accommodate indirect feedback
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o Investing in personal relationships to build mutual trust
e Demonstrating cultural respect and curiosity to strengthen cooperation.

By incorporating these strategies, Finnish companies can ensure that misunderstandings are
reduced and unnecessary conflicts are avoided in procurement negotiations with Chinese

parties and stronger, long-term partnerships are built.

6.3 Limitations and Future Research

As with any qualitative study, there are limitations. The small number of interviewees (three
participants) means that the findings cannot be generalized to all Finnish or Chinese
companies. Also, even though every participant was from a Finnish company, not every
interviewee was Finnish, meaning the study reflects many sides of cross-cultural interaction.
Including Chinese companies’ perspectives would have enriched the findings and offered a

more balanced view of the negotiation dynamics.

Another limitation is the subjective nature of interviews and the researcher’s role in
interpreting responses. Even though thematic analysis was used to structure the findings,
personal bias cannot be fully excluded. However, efforts were made to ensure accuracy and

transparency throughout the process.

For future research, a comparative study including Chinese procurement professionals’
perspectives could provide a more complete understanding of the cross-cultural challenges
that come up in Finnish-Chinese negotiations. Additionally, examining industry-specific
case studies or conducting longitudinal research on evolving business relationships could

offer deeper insights into how cultural learning and trust develop over time.
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Appendix 1. Interview Base

1. Background & Experience

Can you briefly describe your role and responsibilities in procurement?

How much experience do you have in negotiating with Chinese suppliers or

partners?

How frequently do you engage in procurement negotiations with Chinese

companies?

Have you received any training or guidance on negotiating with Chinese businesses?

2. Negotiation Process & Challenges

Can you walk me through a typical procurement negotiation with a Chinese

company?

What are the key differences you have noticed compared to negotiations with Finnish

or other Western companies?

Have you encountered any misunderstandings or difficulties due to cultural

differences? Can you give an example?

How do Chinese companies typically approach contract terms, pricing, and decision-
making compared to Finnish companies?
Have you observed differences in communication styles, such as direct vs. indirect

communication?

3. Cultural Differences & Their Impact

How would you describe the role of hierarchy and authority in negotiations with
Chinese companies?
Have you noticed differences in the importance of personal relationships (guanxi) in

negotiations?

How do time management and deadlines compare between Finnish and Chinese
negotiators?
Have cultural differences led to conflicts or delays in the negotiation process? If so,

how were they resolved?
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o Can you share any strategies or best practices that have helped you overcome cultural

barriers in negotiations?



