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PRESIDENT’S LETTER

Some Thoughts
on China
Thomas E. Callarman, Arizona State University

It’s hard to believe that a year has passed. This is my last
letter as president of the Decision Sciences Institute, and I

will take the opportunity to thank a few people. First, the
membership, for having enough confidence in me to elect me
as president. In the May issue of Decision Line, we will present
the accomplishments of the Board of Directors and the Institute
during this past year. Second, I’d like to thank the outgoing Board
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of Directors for their patience, hard
work, and dedication to the Institute.
The Board was very active, and I think
very productive. We had enjoyable,
lively discussions, and everyone was
willing to participate positively and to
inject constructive criticism where nec-
essary. Finally, I’d like to thank the DSI
staff, Carol, Sandra, Hal, Andrea, and
all of the others who do the “heavy lift-
ing” when it comes to implementing the
desires and needs of the membership
through the recommendations of the
Board. Thanks to all, and good luck to
Mark Davis, the incoming president!

In an earlier President’s Letter, I
promised to provide you with more
thoughts on my experiences in China.
Thankfully, I waited six months before
I began to write these: my reactions to
what I see and learn change daily. From
2000-2005, I traveled to China more than
a dozen times (if you include Hong
Kong, more than 20 since 1999). Most
of my stays were of one week or less,
some as much as two weeks. I traveled
primarily to Beijing and Shanghai, with
a few side trips to smaller cities and
small villages. I was doing research on
the auto industry’s supply chain in
China and felt that I was beginning to
know something about China.

Wrong! China, especially in the
eastern cities, is rapidly changing and
therefore a dynamic and exciting place.
Every day I learn more than I thought I
could ever learn about this extraordi-
nary place. Much of my accelerated
learning has come from numerous dis-
cussions with Professor Linda Sprague
(many of them at our research labora-
tory, the Blue Frog, a local expatriate
watering hole) about her experiences in
China since she began management
education here in 1980. As she describes
it, before 1980 there was no manage-
ment education because, under a Marx-
ist Socialist centrally planned economy,
topics such as marketing and comparative
economics were not acceptable. Through
the state planning system the govern-
ment told the State Owned Enterprises
(SOEs) what to do, and they did it. Man-
agement decision making . . . forget
about it! The job was execution of The
Plan.

Today, there are significantly fewer
SOEs, and the State Planning Commis-
sion no longer exists. In the decades since
Deng Xiaoping initiated his Reform and
Opening Up policy, thousands of Multi
National Corporations (MNC’s) have
arrived, mostly through joint ventures.
Many have succeeded, many have failed,
but the opportunities are still here. Since

China’s acceptance into the World Trade
Organization, the number of Wholly
Owned Foreign Enterprises (WOFE’s) is
growing. Most MNCs and WOFEs are in
manufacturing, with financial and other
services beginning to start up. Because
most of the factories have been built in
the past decade, the MNCs and WOFEs
that I have visited have the most up-to-
date processes. Many also use the most
recent supply chain (and other fields’)
practices—as best they can given the
state of the country’s supply chain infra-
structure. Touring one of these factories
is much like touring an American, Euro-
pean, or Australian factory: the people
are different, but the processes are simi-
lar. Chinese manufacturing companies
hesitate to let foreigners visit their facto-
ries, but after six months in the country
and with the help of others, doors are
beginning to open.

An interesting characteristic of the
MNCs is that they have established their
own supply chains in China, often
through what amounts to coercion by
customers: “We are going to China and
will be sourcing locally: you, Ms. Tier 1
Supplier, will locate in China or we will
find a substitute.” This is both good and
bad. It is good in that it has helped the
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MNCs become more successful more
quickly—or allowed the MNC and its
Tier 1 suppliers to fail more quickly—
but it is bad because it can inhibit de-
velopment of local Chinese companies
as suppliers to the MNCs.

Finally, don’t believe everything you
read—in the Western press or in the lo-
cal press. And don’t believe everything
you read in the academic literature.
Those who conduct surveys in China
have to understand that, first, things are
changing so rapidly that what you hear

today may not be true tomorrow. Second,
the people who answer the surveys may
tell you what they think you want to hear,
rather than what they really believe.
Some suggestions: read the latest books
and articles written by people who have
been in China for a number of years, but
realize that things are changing so fast
that the time lag between the writing and
publication may cause the information
to be out of date. Read the latest books
like One Billion Customers, published in

2005, keeping in mind that some things
have changed. Read publications like the
series “Building Political Democracy in
China” in the Beijing Review (2005). Most
of all, come see for yourself. If you have
the opportunity to travel to China, do it!
But be willing to admit that your short-
term visits can only lead to impressions
and will not make you an expert on
China! ■


