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Abstract

This thesis examinespproaches to international human resource manageine
Taiwanese MNCs locatedh the UK. A range of international human resource
management models adéscussed, from the universalist paradigm origatn the US

to more contextual models, particularly those ers#iragthe impact of culture. The
key elements of Chinese culture and their appbeatd management are reviewed

Interview and questionnaire data is drawn from 38Bnese companies operating in the
UK in the manufacturing and financial services ses;tand is analysed using SPSS and
NVivo packagesKey findings include that the culturakigin of Taiwanese managers
remains crucial in the way theyanage UK subsidiaries. The small size of the Tiaesa
companies also influences theimternationalisation and international human reseur
strategy. In addition, there is a sectoral diffeeemn the different HR practices being
adopted.

Japanese MNCs have been the only non-western Mbl@awe been studied in depth.
Although the Japanese and Chinese have been salthte a similar culture, they are
shown in this thesis tadopt different techniques to achieve their HRMIgo# is
concluded that many goals similar to thagevestern models of HRM can be found in
Taiwanese MNCs, but achieved through different HRcfices, for example, group
reward rather than individual reward for commitment

It is suggested that conventional HRM frameworkkté@areadily explain companies of

non-western origin and the thesis tries to devalodHRM model suitable for Chinese
MNCs. Following strong economic development in @Ghiresearch on Taiwanese MNCs
can contribute to future perspectives on Chinesermationalisation and management
transfer.
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Chapter 1 Introduction to the Thesis

1.0 The aim of this research

This thesis seeks to broaden understanding of Mdf@®n-western origin operating in
western countries and the surrounding factors sischational cultural values that can
influence their management practices. The studytelle as its focus human resource
management, as the area of management most likethe taffected by differences in
cultural values. It will develop a conceptual framoek from international human
resource management and the literature on nationitlire, and the relationship of
Chinese values to management practice, and thenttey utilizing qualitative and
guantitative methods, in order to generate a madehternational human resource

management.

Since Hofstede’s work in 1970, the study of intéioreal management has had to take
into account the features of cultural diversity. éucultural research has already been
undertaken. Until recently, most of these studies/eh been based on western
management philosophies and theories; HofstedeOj188vocates the importance of
cultural values in conducting cross-cultural reskarusing social psychological
perspectives. Trompenaars (1997) adopts sociakapulogical perspectives to make
sense of culture. Anthropology has a long traditafncultural study and it can be
measured by using limited variables (Claude, 19%0cial scientists regard cultural

values as giving meaning to individuals’ behaviand such cultural differences can be
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compared across international management praétier( 1997; Gilbert, 2001).

Most of the cultural study associated with westaranagement was concerned with
cultural differences encountered in non-westernketar Since Japanese MNCs entry
into world markets, the origin of MNCs is no longslely Western, thus the research
should consider the migration of culture in reveatepresent limited to studies of
Japanese implants in the US and Europe. Rowley (8084) suggest that China, Japan
and South Korea represent a cluster of convergasan identifiable ‘Asian’ model of
HRM, since they share the similar culture, basedCamfucianism. This hypothesis
aroused my curiosity as to whether Taiwanese MMGke UK manage human resources
in the same way as Japanese MNCs in the UK. Theref@mbarked upon my journey

with the intention of exploring HR practices of Wanese MNCs in the UK.

1.1 Operational framework

MNCs from developing countries

This research focuses on Multinational companieN@¢) whose origins lie in the
developing country, Taiwan, because according taednNation Conference Training
And Development (UNCTAD) (2004, P.19), the outw&idl from developing countries
is becoming important has grown faster over the pagears than those from developed

countries.

13



Table 1.1 FDI outflows as a percentage of gross & capital formation in selected

developing economies from 2002-2003 (Percent)

Economy Value
Developing Countries

Singapore 36.3
Hong Kong, China 28.2
Taiwan Province of China 10.05
Chile 7.4
Malaysia 5.3
India 1.0
China 0.8
Developed Countries

Sweden 274
France 22.0
United Kingdom 19.0
United States 6.6
Germany 4.1
Japan 3.2
Greece 1.8

Source: UNCTAD (2004, P.19)

Very little research has been conducted based orftindtional companies from
developing countries (UNCTAD, 2004, P. 20). UNCTAROO04, P.19) explains why a
number of developing countries are already amopgiritgestors, because a number of
developing countries such as Hong Kong, Taiwansdngher than developed countries
such as US, Japan in terms of FDI outflow, whiclségn as the gross fixed capital

formation, as shown in the table 1.1. Since Taiwsamne of the top investors, this

14



research will take Taiwanese MNCs as a case tg shedr HRM practices. In addition,
the existing literature has demonstrated that whikeh research has been conducted and
published on issues associated with HRM in the €encontext such as Taiwan and
Singapore (Budhwar, 2004, P2), there is little aese conducted on Chinese
internationalisation in Europe, therefore it isfus¢o take the case of Taiwanese MNCs

in the UK to insight their management style.

Conceptual framework

Budhwar and Sparrow (2004, P.7; 2001, P.6) havepgsed a framework to examine
cross-national HRM. They suggest three levels ofoid and variables, which influence

HRM policies and practices. They are:

1. national factors ( involving national cultur@tional institutions, business sectors and
dynamic business environment);

2. contingent variables (such as age, size, natowaership, life-cycle stage of
organization);

3. Organisational strategies (such as those prdgmg®liles and Snow and Porter) and

policies related to primary HR functions and in@dabour market.

However, Budhwar and Sparrow (2004; 2001) develotesl framework to analyse

issues of HRM in different countries, and so it magd modifying for this research. My

research will examine HRM in Taiwanese MNCs opamtn the UK and thus there are
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two effects and a factor which influence in HRM ip@s and practices within MNCs.
While the terms used will be explained in the nelapter, for the moment we can

identify them as:

1. Nationality effects (the degree to which theioral culture of the parent company
influences management style in subsidiaries.)

2. Societal effects (the degree to which the nati@ulture of subsidiaries influences
management style in subsidiaries and blends wehntitional culture of the parent
company synchronically)

3. Contingent variables such as sector, compamy siz

The aim of this research is to explore the TaiwangNCs operating in the UK and
surrounding factors that influence their managenpeattices. A cultural approach is
adopted, and the notion of management rationatiletpinned by Confucianisrguanxi

trust, loyalty, familism, Confucian and Sun-Tzudesship provides a theoretically rich
basis for developing an alternative framework for iaternational human resource
management model. In addition, the cultural apgroat Hofstede (1980) and other
writers from a cultural perspective such as Laurékf86) have been utilised to
demonstrate how HRM practices may be expected p ac@oss subsidiaries as well as
argue that MNCs have to adopt their HRM to the Higesocial and cultural norms of the

host circumstances (Bjorkman, 2004, P.255).

Mixed qualitative and quantitative methods are aeldgn this comparative research.
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This study will seek to explore the extent to wh{€bnfucianism and Taoism relate to

international processes and human resource manageme

The research context

The research context will be the United KingdomimyaEngland and Scotland. In 2002,
59.2 million people lived in the UK: 84 per centimgland, 9 per cent in Scotland, 5 per
cent in Wales and 3 per cent in Northern Irelarfte €@mployment rate is 74.7 percent in
2004 qttp://lwww.statistics.gov.uk2004). Investment and expansion projects by easrs
companies created more than 25,000 jobs in 2008/he UK, with the number of
projects rising from 709 to 81htfp://www.invest.uktradeinvest.gov.uk/investjrp04).
UNCTAD (2004, P.15) indicates that the UK holdsdhposition in respect to the inward
FDI potential index in the period of 1988-1990 &@0-2002 for the world as a whole,

as shown in the following table 1.2.
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Table 1.2 Top 25 ranking by the inward FDI potentidindex (1988-2002)

Economy 1988-1990 1996-1998 2000-2002
United States 1 1 1
Norway 4 3 2
United Kingdom 3 5 3
Singapore 12

Canada 2 4

Belgium and Luxembourg 10 8 6
Ireland 24 18

Qatar 22 20

Germany 7 6

Sweden 5 7 10
Netherlands 9 9 11
Hong Kong, China 17 14 12
Finland 8 13 13
France 6 10 14
Iceland 15 19 15
Japan 13 12 16
United Arab Emirates 29 11 17
Korea Republic of 20 21 18
Denmark 16 16 19
Switzerland 11 17 20
Taiwan, province of China 21 24 21
Australia 14 15 22
Israel 27 25 23
Austria 19 22 24
Spain 25 26 25

Source: UNCTAD (2004, P. 15)

The growing market of the new European Union’s B0lion consumers is an important

one for all the world’s leading companies; therefoany global player has to take
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seriously to present in the European market. Taasarcompanies have been quick to
respond to this. Many have set up service and gordtion centres in Europe to support
customers there. Over 70% of Taiwanese investma&ot Europe comes to Britain.

(http://www.invest.uk.com/asiapacific/site_,taD04).

Taiwanese MNCs in the UK come mainly from the etsuts industry. The UK
electronics industry is now the fifth largest inetlworld in terms of production,
employing some 400,000 people in manufacturings @B80,000 in the software and
services sector. The leading information technologmpanies in the world have chosen
the UK as their European operations hub, and mamand investors manufacture
complete products or components. Supporting sesvimethe electronics industry in the
UK are outstanding. The UK attracts MNCs in theceteics industry to invest because
the UK has a long history of engineering innovatiand the well-established technical
support networks reflect this history. Major eledics companies with UK
manufacturing plants include Compaq, Ericsson, andFujitsu

(http://www.invest.uktradeinvest.gov.uk/studentstees.cfm).

Therefore, this research chooses the two sectaitseolT industry and financial service
industry because these represent the majority imfareese MNCs in the UK. Also these
two sectors have been the most investigated iniqusvresearch. For example
Zhou(2000, P.138)., found that Taiwanese serviadgtries such as banking have
invested in the US especially in Los Angeles tovjate services for Chinese immigrants

and that the other sector of Taiwanese MNCs in @S lbeen the IT industry such as
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computer distributors or wholesale (Zhou, 20009P-192). In addition, the IT sector has
been a key contributor to Taiwan’s economic perfamoe: Taiwan has been the world’s
fourth-largest computer hardware supplier since519iling only the United States,
Japan, and China. In 2001, Taiwan supplied ovef dfathe world’s computers and

peripherals (http://www.gio.gov.tw, 2004).

Key research questions

There are five key research questions to tackle.

e What is the nature and characteristic of the hureanurce management practices of
the Taiwanese MNCs in the UK?

e Secondly, how does the HRM practice of TaiwaneseQglh the UK differ from that
of the only other non Western-origin MNCs studiedmely the Japanese?

e Thirdly to what extent do traditional Chinese/Tangae cultural values explain the
characteristics of the HRM practices and attituoESaiwanese managers operating
in the UK?

e To what extent do the HRM practices and attitudeBaovanese managers operating
in the UK differ from those of British managerstite same Taiwanese companies?

e To what extent do the HRM practices and attitudeBaovanese managers operating

in the UK differ from those of Taiwanese managarsampany HQs in Taiwan?
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1.2 Structure of the thesis

Eight chapters are used to present this thesiste#dy. Following this introduction
chapter is a review of the relevant theoretical angpirical literature. Chapter Two is
thus concerned with recent studies on internatidahan resource management. The
universalist paradigm is questioned, and the chofce contextual paradigm is justified.
Debate about the best method to research forergms fin a single nation has been
divided between the institutionalist and the calhst approaches (Sorge, 2004). Chapter
Three identifies the critical variable, culture gakey concept in the study of international
human resource management. The limitations of iheldr structure of existing cultural
models are critically examined. Therefore, the #meculture of national origin of
MNCs, Chinese culture and its relationship to manaent is reviewed in Chapter four.
The central theme, harmony, is embedded in Chirmgganizations, influenced by
Confucianism and Taoism. In addition other cultuvaltiables such as trust, loyalty,
familism, guanxiand leadership are seen as means to achieve hairmanyrganisation.
Japanese management will be compared with Chinesaragement in order to
demonstrate the differences in order to the argtntleare is no single model of Asian
HRM. Chapter five looks at the background of Taiywahich will be discussed from the
Japanese colonial era, when the bedrock of Taiveaeesnomic development was built
up, up to today. Taiwanese MNCs in the US and thelSEast Asia will be discussed to
provide a background to the study of Taiwanese MNCghe UK. Discussion of
Japanese MNCs in the UK will help to compare andalestrate the differences between

two oriental MNCs in terms of internationalisatistnategies such as HR practices, entry
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mode etc.

The methodological approach and the research puoeexe illustrated in Chapter six. It
illustrates the philosophy of the research paradigmsocial science, which helps
researchers design and probe in detail. This relsgaquires a multiple methodological
approach including the employment of qualitatived ajuantitative methods for the
collection and analysis of data and the designdawlopment of the culturally sensitive
instruments used in the field in order to trian¢gilhe data. The stages of pilot testing,

contacting gatekeepers as well as the role of reksenare explained.

Chapter seven attempts to provide an overview efrésearch findings and discussion
including the business operation period, ownership entry strategy, the strategy of the
international staffing and employment structurewasd| as cultural variables related to
human resource management such as harmony, gl@yalty, trust, and leadership style.
It examines the various rationales underlying thkucal differences articulated among
Taiwanese managers in Taiwan and UK and Britishagars in the UK. The findings
suggest that Taiwanese MNCs transfer their managieshde to UK subsidiaries, as well
as that the main goal of HRM can be found in Taeggnmanagement and the technique
to achieve it is culture bound. However, the indidlistic values in western culture

demonstrate the differences, compared with Britistnagement.

The conclusion in Chapter eight follows a similatipto that adopted in Chapter seven,

in that the stage of discussion is again set byyammg and comparing Taiwanese with
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Japanese MNCs in the UK to demonstrate that ther@isingle Asian HRM model.
Although they share the similar culture such asGbafucianism and Taoism, techniques
to achieve the goal of HRM still differ. Gradualljpe existing models of international
human resource management will be discussed, amamew model of international
HRM for studying Chinese MNCs will be generated,iakthcan contribute to academic
understanding of the future perspectives of Chinagsrnationalisation in this era of

sharp economic development in China and future €@rMNCs in the world.
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Chapter 2 Human Resource Management in Multi-Natioal

Corporations

2.0 Introduction

This chapter seeks to establish a suitable conakfamework within which to study
HRM practices with Taiwanese MNCs operating in th€. This will first explore the
meaning of human resource management and theatiffenodels of HRM and IHRM.
There are two approaches which can be identifiedrmdmalysing IHRM practices and
these will be referred to as the universalist pgradand the contextual paradigm. The
guestion of the best practise —the universal pgmadiand the social model of the
contextual paradigm might contribute to generate filamework to study Taiwanese

MNCs.

2.1 The meaning of HRM

The persistence of economic pressures that firatlesitged American industry in the
1970s reflects fundamental changes in the competitenvironment of firms.
International competitors, rapid technological atbes with relatively cheap labour,
shorter product life cycles, and shifts in consurpegferences, have undermined the
competitiveness of the American mass productioately and its traditional industrial

relations and people management. In response &e tbleallenges, companies had to
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make changes, which directly affected the HRM fiamct(Locke et al, 1997, P.1).
American management experienced the “Japanese’saiotkhen engaged in the search
for excellence through researching Japanese maragéemorder to compete with it. The
competition embraced technology, working methodganisation and attitudes, which
were directed not only at costs, but also cruciatlguality for example, the new goal of

quality could only be achieved through employesshing and commitment.

Today, the notion of HRM indicates that people nggmaent can be a key resource to
sustain competitive advantage. This belief is basedour core perspectives; firstly,
people can ‘make the difference’ as human capgbditd commitment distinguish
successful organizations, and people need to heetteas assets and not costs; secondly,
managing human resource in fact is an importantatesgic” matter; thirdly, line
management showed engage in managing human respimgehly, the key levers must
be internally integrated with each other and exHynintegrated with the business
strategy (Mabey et al, 1998, P.1). When these petss are translated into proposals

for practice, two distinct models have been modifie

2.2 Two routes towards HRM

Fombrun (1984, P.11) first focused on the ‘resduaspect of HRM and emphasizes the

efficient utilization of human resources to meegjamizational objectives. He argues that

people need to be managed like any other orgaoiztresource. Fombruwet al (1984)

developed the model of strategic HRM, which emptessia ‘tight fit'" between
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organizational strategy, organizational structunel #RM system. Both structure and
HRM are reliant on the organizational strategy. §,itbe model aims to develop a proper
‘human resource system’, in which HRM policies cidmite to the most efficient
implementation of business strategies. In TableFbmbrunet al (1984, P.37) describe
four human resource systems that are consistentdifferent stages of the growth of the
organization. They argue that firms encounter inigficies when they try to implement
new strategies with old-fashioned structures, seythmay face problems of
implementation when they attempt to implement néatsgies with unsuitable human
resource systems. The critical managerial task ialign the formal structure and the

human resource systems so that they can meetrétegst objective of the organization.

Table 2.1 Human resource management links to strag)y and structure

Human Resource Management
Strategy Structure Selection Appraisal Reward Dpreknt
1.Single Functional Functionally Subjective: measure  Unsystematic and Unsystematic, largely
products oriented: subjective  via personal contact  allocated in a job experiences:

criteria used paternalistic manner  single function focus
2.Single Functional Functionally Impersonal: based on Related to Functional specialists
product oriented: cost and productivity  performance and with some
(vertical standardized criteria data productivity generalists: largely
integrated) used job rotation
3.Growth by Separate, self ~ Functionally Impersonal: based on Formula-based and Cross functional but
acquisition contained oriented, but varies  return on investment  includes return on cross-business
(holding businesses from business to and profitability investment and
company of business in terms of profitability
unrelated how systematic
businesses
4 Related Multidivisional Functionally and Impersonal: based on Large bonuses: based Cross functional
diversification generalist oriented:  return on investment,  on profitability and cross divisional, and
of product systematic criteria productivity, and subjective assessment cross corporate
lines through used subjective assessment  of contribution to divisional: formal
internal of contribution to overall company
growth and company
acquisition
5.Multiple Global Functionally and Impersonal: based Bonuses: based on Cross divisional and
products in organization generalists on multiple goals multiple planned cross subsidiary to
multiple (geographic orientated: such as return on goals with moderate  corporate: formal
countries center and systematic criteria investment, profit top management and systematic

world wide) used tailored to product discretion
and country

Source: Fombrun et al. (1984, P.38-39)
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Schuler and Jackson (1987) develop the strategaehad HRM by linking HR practices

to Porter's competitive strategies framework that @ganization can use to gain
competitive advantage: innovation, quality enhareenand cost reduction. They argue
that different competitive strategies imply diffatekinds of employee behavior. For
example, if management chooses an innovative catiwpestrategy, this would call for

high level of creative, risk-oriented and coopematbehavior. The HR practices need
emphasis on selecting highly skilled individualisjmg employees more discretion, using
minimal controls, making greater investment in hom@sources, providing more
resources for experimentation, allowing and rewagdiccasional failure and appraising
performance for the long term implication. If theamagement adopts a quality
enhancement strategy, this would emphasize a mba®maperative behavior, a high

concemn for quality, a high concern for process tsk-taking activity and commitment

to the goals of the organization. If the firm seea&sgain competitive advantage by
pursuing the competitive strategy of cost reductibshould adopt a high concern for
guantity of output and, primary short-term focusdamoncerning results (Schuler and

Jackson, 1987, P.210-211).
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Table 2.2 Schuler and Jackson’s model of employeele behavior and HRM policies

associated with particular business strategies

Strategy Employee role behavior HRM policies
1. Innovation A high degree of creative behavior Jobs that require close interaction and coordination
among groups of individuals
Longer-term focus Performance appraisal that are more likely to reflect
longer-term and group based achievements
A relatively high level of cooperative, Jobs that allow employees to develop skills that can be
interdependent behavior used in other positions in the firm
Compensation systems that emphasize internal equity
rather than external or market-based equity
A moderate degree of concern for quality Pay rates that tend to be low, but that allow employees
A moderate concern for quantity to be stockholders and have more freedom to choose
An equal degree of concern for process the mix of components that make up their pay package
and results Broad career paths to reinforce the development of a
A greater degree of risk taking broad range of skills
A high tolerance of ambiguity and
unpredictability
2.Quality Relatively repetitive and predictable Relatively fixed and explicit job descriptions
enhancement behaviors

A more long-term or intermediate focus
A moderate amount of cooperative,
interdependent behavior

A high concern for quality

A modest concern for quantity of output
High concern for process

Low risk-taking activity

Commitment to the goals of the
organization

High levels of employee participation in decisions
relevant to immediate work conditions and the job itself
A mix of individual and group criteria for performance
appraisal that is mostly short-term and results

orientated

A relatively egalitarian treatment of employees and

some guarantees of employment security

Extensive and continuous training and development of
employees

3.Cost reduction

Relatively repetitive and predictable
behavior
A rather short-term focus

Primarily autonomous or individual activity
Moderate concern for quality

High concern for quantity of output
Primary concern for results

Low risk-taking activity

Relatively high degree of comfort with
stability

Relatively fixed and explicit job descriptions that allow
little room for ambiguity

Narrowly designed jobs and narrowly defined career
paths that encourage specialization, expertise and
efficiency

Short-term results orientated performance appraisals

Close monitoring of market pay levels for use in
making compensation decisions
Minimal levels of employee training and development

Source: Legge (1995, P.108-109), adapted from $&clamd Jackson (1987, P.209-213)

Schuler and Jackson’s model suffers from Portes&umption that firms must make a
clear choice between lowest cost and widespre#ereliftiation or focus strategies such
as cost reduction, quality enhancement and innmvaflThe Japanese have constantly

sought enhanced quality and reduced cost simulteteia such techniques as flexible
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manufacturing and JIT delivery and inventory systenif the organizations
simultaneously adopt the strategies of quality eost reduction, we might not be able to

use Schuler and Jackson’s model (Legge, 1995, P.116

Such models are centralized control process, tomdiecision-making without concern
for the employees’ perspective. However, the maatginated in the early 1980's and
may be not suitable for today’s industry charast@s, such as product and R&D
outsourcing in different place in the world. Fombret al (1984) regard HR strategy
associated with products in the world market withoonsidering national culture and
institution in host country. In the model of Schuend Jackson (1987), the strategies
provide opportunities for MNCs to adopt differemtasegies in the different subsidiary;

however, it excludes the differences of industrg aize.

The model emphasizes a ‘tight fit’ between orgatiorel strategy and HR strategies that
emphasize the alignment of HRM with competitivatggy but tend to ignore employee
interests. They generally fail to recognize thedntealign employee interests with the
firm or acquiesce to social norms and legal requéanets (Legge, 1995, P.115; Budhwar

and Debrah2001, P.500). Legge labels this model as the ‘HdRI¥ model.

In contrast, what Legge calls the ‘soft model' oRM recognizesthat to achieve a
mutual commitment HR strategy, HRM seeks to devedoptrong unitary corporate
culture, which organisational members share vadfieesmmitment that directly reinforce

behaviors considered conducive to organisationadess (Legge, 1995, P.179). The early
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development of this approach was an emerging isttere understanding the cultural
factors underpinning Japanese economic ‘excelf@aformance in the late 1970s and
early 1980s. All Japanese studies regard deeplgeédda shared values as the competitive
advantage of organisations (Wallace, 1999, P.5@9)s, many companies in the UK have
sought to change their culture. The goals of sughu® change are varied such as
wishing to move to a ‘production culture’, a ‘qugliculture’, a ‘service culture’, a
‘people first culture’ and a ‘risk-taking, entrepeairial culture’. Whatever the direction
of change, it has become widely accepted as thaievampncept of culture which
contributes to the achievement of successful comhngetadvantage (Guest, 1992, P.9)
and that a central part of any culture change reguthange in a number of HR levels

and in HR policy.

The ‘human’ aspect of HRM is more concerned with thlationship between employer
and employee compared with ‘hard’ HRM. It is asated with the human relations
movement, the utilization of individual talents atie® concept of a high commitment
work system (Walton, 1985). Beer et al (1985) alszuss the softer issues of strategic
management, and stress the ‘human’ aspect of huesanirce management. The model
defining HRM should involve all the management diecis and actions that affected the
nature of the relationship between the organizatiod the employee and it argues that
historical problems of personnel can only be solwden general managers develop a
method of how they want their employees involvednd developed by the organisation.
This central idea is that this can only be achievedieneral managers and ensures that

personnel management activities become a set oflivated activities. Moreover, the
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actual content of HRM according to this model isa#ed in relation to four policies, i.e.
human resource flows, reword systems, employeaantie and works systems. Each of
the four policy areas is characterized by a saf¢asks to which managers must attend.
The outcomes that these four HR policies need liege are commitment, competence,
congruence and cost effectiveness. The outcomesail@velop and sustain mutual trust
and improve individual and organisational perforeerat minimum cost in order to

achieve individual well being, organizational effeeness and societal well being. The
model contributes to the analysis of the outcontdmth the organizational and societal

level. The framework is shown in Figure 2.1.

Figure 2.1. Determinants and consequences of HRM faies

[}
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Source: Guest (1990, P.509)

A commitment behavior is primarily self-regulateather than controlled by pressures
external to the individual and relations within thrganization are based on high levels of
trust. Trust is also equated to identity or idecdifion-based trust; it can be reinforced at

the organizational level through corporate culture:
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“The basis for this type of trust is a mutual untlerding and agreement
concerning needs, desires, choices and preferebedween the truster and
trustee.” (Zeffane and Connell, 2003, P.7)

Legge (1995, p. 174) argues externally imposed aumetic control systems maintain
compliance; instead, commitment is an internalesmgloyee belief, often related to ‘soft’

HRM and a high trust organizational culture.

Because this thesis is concerned with examiningptiaetical role of cultural values in
management practice, the ‘soft’ HRM model will bemined in more detail, below, as a
basis for formulating research instruments. AndHas and Leat (2000, P.413) have

already noted that Taiwanese HRM is likely to besef to the soft model of HRM.

2.3 Organisational culture and commitment

The concept of culture has principally derived froine study of ethnic and national
differences in the disciplines of sociology, anfiutogy and social psychology (Wilson,
2001, P.354). The culture of any society refletts tomplex interaction of values,
attitudes and behaviours displayed by its memfddms.continually changing patterns of
individual and group behaviour eventually influertbe society’s culture and the cycle
begins again (Adler, 1997, P.14-15). Organisatiaudture means a group of members
share the collective set of values and beliefsnrmoranization (Dastmalchian, 2000, P.

388). A strong desirable culture is consensus (Peiad Waterman, 1982). Value is
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associated with informal beliefs, norms and atésdCultural members share the same
values, promoting a shared sense of loyalty andnoitmrent (Wilson, 2001, P.358). The
mutual trust is based between the individual aedotlganisation. In such an organisation,
people believe that they are valued as human heirtgs type of organisation assumes
that people want to contribute. Rather than evokimagyr contribution through a common
purpose or ideal, the organisation offers its mambsgatisfactions derived from
relationships: mutuality, belonging, and connectfarbeing culture) (Appelbaum et al,

2004, P.28).

Organisational commitment can be generally defiaeda psychological link between
employees and their organisation that means emgdoyge willing to stay in an

organisation. Organisational commitment is commocdyiceptualised as an effective
attachment to an organisation and categorised anedhvalues, a desire to remain in the

organisation, and a willingness to make effort hggelf (Allen and Meyer, 1990, P.849).

Affective commitment refers to identification withnvolvement in, and emotional
attachment to the organisation, therefore, empbyeth strong affective commitment are
willing to stay with the organisation. Continuancemmitment refers to commitment
based on the employee’s recognition of the costscaated with leaving the organisation.
Finally, normative commitment refers to commitmiased on a sense of obligation to the
organisation (Allen and Meyer, 1996, P.253). Theosad issue is attitudinal commitment,
which Mowday et al (1982) define®&s the relative strength of an individual’s

identification and involvement in a particular ongiaation’.
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In the high commitment organisation, the desiraldadership is transformational
leadership. Leadership is defined ake" ability to influence a group toward the
achievement of godlsand we need leaders to create visions of therdytand to inspire
organisational members to achieve the visions (Agapen et al, 2004, P18.). The recent
studies on leadership have contrasted transactieaaership with transformational
leadership. Transactional leaders are said to risrtimental’ and frequently focus on
exchange relationship with their followers (Ogborama Harris, 2000, P.767). However,
based on transactional leadership theory, a lefmderses on having internal actors to
achieve the required task for the organisation.ddwntrast, organisational leadership
consists of not only reacting to crisis and fuli basic needs, but also depends on
individuals accomplishing tasks and activities irder to contribute to the overall
objective of the organisation. In this circumstagnéeadership is perceived as a
transformational process concentrating on the nhuteads, aspirations and positive

values (Boehnke et al, 2003, P.6):

“Attempt and succeed in raising colleagues’ suboades, followers, clients or
constituencies to a greater awareness about issolesconsequence. This
heightening of awareness requires a leader witlomisself-confidence, and inner
strength to argue successfully for what is righgood, not for what is popular or
is acceptable according to established wisdomméti --- Bass (1985, p. 17)

Transformational leadership comes from simply legdollowers by the development of
a relationship of mutual stimulation and tryBoehnke et al, 2003, P.6). Trust is a

positive expectation that another will not — thrbugords, actions, or decisions - act
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opportunistically. The key dimensions underliningist are integrity, competence,
consistency, loyalty and openness. Trust is thaany quality associated with leadership
(Appelbaum, 2004, P.18). The transformational lestup is the desire leadership in the
HRM of soft models. Blunsdon and Reed (2003, Pakgue that, in an organisational
context, trust is not just a relationship betwernraividual subject (the truster) and an
object (the trustee) but effects from the condgionthe work system such as HRM. The
high trust organisation can be achieved by a pdaticet of HR practices. Pfeffer (1998)
suggests that a particular set of human resourde) (ptactices can achieve high

commitment and among the more important are:

Employment security

This is seen as fundamental to HR practices, sdagmgs are willing to offer their ideas,
hard work, and commitment. However, the term empleyt security is used in Japanese
companies where employees can obtain a certaired@drsecurity in return for agreeing
to mobility and flexibility in their employment. Auther reason for providing employment

security is offered by Pfeffer (1998, P.66) conasgrcosts and competitors:

“Constitutes a cost for...that has done a good jolecsel, training and
developing their workforce . . . layoffs put im@mrtt strategic assets on the street
for the competition to employ”.

Japanese companies are able to pay particulartiatteto the in-house training and

development of their staff. Knowing that people gaeng to be with you for more than

35



thirty years, gives the company the confidencaamtand develop its staff without the
worry that they will depart to another organisati@dilkens, 1992, P.29). Furthermore,
Management recognizes that superior product quadity high productivity are

dependent on the skill and commitment of employdeb. security also reduces costs

associated with turnover, such as recruitment emding (Yang, 1994, P.48).

Selective hiring

This is seen as an effective way to achieve ‘humapital advantage’ by recruiting
exceptional people and capturing outstanding talelawever, in the Santiago and
Domingo (2004, P.66) study, the jobs in differerdups for example, the job with high
value and high uniqueness have more rigorous gaieittan those in low value and low
uniqueness, such as knowledge tests, requestingfexences and external recruitment

consultants.

Self-managed teams/team working

This practice has become more common over theléstde for various reasons, not only
in response to Japanese competition as a toolnefrgeng ideas but also improving work
processes blocked in the organisation. Team workiegtes new demands on the skill and
knowledge of team members, supervisors and manapeasn members have to learn
multi-skilling or multi-tasking and with their nevesponsibilities such as quality control

and they must learn the skills that are necessamém to work together, such as problem
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solving and conflict resolution (Williams, 1998783). However, the jobs in groups of
high value have more autonomy, flexibility and d&m participation than those of low

value (Stantiago and Domingo, 2004, P.66)

High compensation contingent on organisational permance

There are two elements to this practice — highem tlaverage compensation and
performance-related reward — although both sengreakto employees that they deserve
to be rewarded for superior contributions. To Heative, this would need to be at a level,
which is in excess of that for comparable workarether organizations so as to attract
and retain high-quality labour. Having recruiteditstanding human talent’, employers
need to ensure that these people remain at thiedotein terms not only of professional

expertise and product knowledge but also in gettiegbest of situations, for example as
managers or as team members. By contrast, anyitheexperience of consultancy in

the USA knows that executive pay levels are veghhby world standards and pay
egalitarianism is rare (Boxall and Purcell, 200362F63). Different groups enjoy

different pay, for example, Commission, competelnaged pay and profit sharing were
less frequent in the group of low value and unigssncompared with groups with high

value (Stantiago and Domingo, 2004, P.67).

Reduction of status differences

This derives from Japanese practices of so caltitarianism — such as common
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canteens, company uniforms, and similar sicknedshatiday entittements — in addition

to employers sending messages to manual workexhite-collar staff who are valuable

assets and deserve to be treated in a similar avihetr more senior colleagues. It is also
regarded as a way to encourage employees to steas within a system. To achieve the
mutual commitment, the key factor seemed to beamgh in leadership, but it was what
the leader did that was most important and onénefthings the latter paid attention to
was HR factors; it is tied into leadership and w@f reinforcing the view that these are

essential elements in any HR strategy (Guest, 1P93).

Sharing information

Open communications about financial performancatesgy, and operational measures
let employees feel trusted. Furthermore, if teanrkimg is to be successful and
employees are to be encouraged to offer ideas #ssential that they know their
suggestions and something about the financial bntewhich their ideas are to be
reviewed. On the subject of employee communicawomsSultation, a large increase has
taken place in the use of direct verbal and diredtten mechanisms, potentially
reflecting the necessity to increase employee cdmemt in order to achieve

organizational success.

Stantiago and Domingo (2004, P.56) found, throwgearching 375 companies in Spain,

that companies don't really adopt the best prastfoe all employees. The best practice

weakens on the collective issues of work orgaromaéind the employee voice. The key
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practices seem to lack a strong commitment to iedeéent worker representation and
joint regulation (Boxall and Purcell, 2003, P.62:63oes a high commitment
organisational culture generate high corporateopednce? There is increasing evidence
supporting an association between high performanb&gh commitment human resource
management (HRM) practices and various measumgahizational performance (Guest
et al, 2003, P.291; Guest, 1997, P.985). Howetes, mot clear that HRM causes high

performance (Guest et al, 2003, P.291).

This discussion of high commitment policies hasoitigiins within national employment
systems, particularly, that of the USA. When congsiattempt to apply these strategies
to overseas subsidiaries a number of other fadtax® to be considered. While this
model of HRM has understandably given a high imguge to the role of organizational
culture, clearly at international level an addiabmariable is likely to be important - that

of national cultural values.

2.4 International HRM

The role of MNCs activity in the global economy tiooes to grow, the value of foreign

direct investment inflows from 1982, 1990 to 2008 hncreased from 59, 209 to 560

billion US dollars, respectivelyvvw.unctad.org/fdistatistigsUnited Nation Conference

on Trade and Development (UNCTAD) data indicate iternational production is
carried out by over 900,000 foreign affiliates bfemst 61,000 MNCs worldwide. These

subsidiaries account for an estimated one-tenttwvafd GDP and one-third of world
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exports (UNCTAD, 2004, P.8-9). Therefore, it is mn@ant to study how MNCs
managing their subsidiaries. In addition, as meibin the Chapter 1, the MNCs from
developing countries sharply increase over pastydars, and little research pays
attention to it. The literature on HRM in MNCs idlgelatively limited (Bjorkman, 2004,
P.253). The question is whether the theories gé&diaom studying MNCs originally
based in developed countries can apply to study BINGM developing countries. In
analysing the different approaches to managingseas subsidiaries, two paradigms can

be identified: the Universalist and the Contextual.

There are a number of reasons why the HRM polieies practices of multinational
enterprises (MNCs) are likely to be different frahose found in domestic firms. The
geographical difference means that MNCs normallyagee in HR activities that are not
needed in domestic firms such as expatriate manageand dealing with subsidiary
management. It is a competitive advantage for matigonal firms to effectively manage
human resource internationally (Monks et al, 200337). Second, the personnel policies
and practices of MNCs are likely to be more compkexd diverse, for example pay.
Finally, there are more stakeholders that influetiee HRM policies and practices of
international firms than those of domestic firmsmleans that international companies
need to be more concerned with the social andigalénvironment than domestic firms

(Hiltrop, 1999).

The field of international HRM has usually focused three categories. In the infant

stage of international HRM, the research was cedten cross-cultural management
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issues (Laurent, 1983) and the second approachdeasloped in comparative HRM
research (Brewster, 1999; Sparrow, 2004). Fintily,study in IHRM focused on MNCs
in a single country and it entails the HRM issuesl gproblems arising from the
internationalization of business via the crosseamt transfer of employees and

management practices (De Cieri and Dowling, 1981 Scullion 2002, P.288).

2.4.1 The universalist paradigm

A universalist paradigm assumes that there is st way’ of managerial effectiveness
which can be applied in all similar situations, wheer the international contexthis

approach originated in the USA, and because themhapf MNCs were, until the 1990s,
US-based and there was a natural tendency to sgeeiscriptions as being universally

applicable (Sparrow, 2004, P.29).

The universalist models of HRM tends to reflect g8tleAmerican dream, and has been
described as capturing the values of middle claddSand emphasizing opportunities
for progress and growth based on individual achiem (Guest, 1990, P.391), that
highlight the value of strong leadership, suppoyt & strong organisational culture

reflecting the strength of entrepreneurial indiatism (Guest, 1990; Beaumont, 1992).

A third criticism is that, as HRM systems were esisdly developed in the non-union

sector in the US between the 1970s and 1980s andiemigned to develop a strong
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individual organization (Beaumont, 1992, P.32; $paret al, 2004, P.29}hey are not

always appropriate to unionized environments.

For example, inn Europe, government, unions andkwouncils have a greater impact
on the strategic use of HRM practices than in thatdd States. Different cultural

assumptions regarding, for example, organisatioss sgstems of tasks versus
relationships (Laurent, 1983), the role of in indial and the collective and the
importance of being versus doing (achieving vemsription) (Hampden-Turner and
Trompenaars, 1997) make HRM practices culture bd@oetineider and Barsoux, 1997,
P.129). European definitions of HRM slightly diffeom the US ones (Brewster, 1995,

P.311). Table 2.4. shows the differences betweeofaan and US definitions of HRM.
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Table 2. 4. The comparison of European and US Deftion of HRM

HRM definition

US Definitions

Strategy Integration

The philosophy of huma
resource

Commitment

Culture and Institution

Control

Outcomes

The critical management task is to align the formal
structure and the HR systems so that they can drivi
the strategic objectives of the organization
(Fombrun, Tichy and Devanna, 1984)

System wide interventions, with emphasis on fit,
linking HRM with strategic planning and cultural
change (Beer and Spector, 1985)

Effective HRM must be related to the overall
strategy of the organization (Foulkes, 1986)

People are social capital capable development (c.1
people as variable cost) (Beer and Spector, 1985)

Seeks power equalization for trust and collabomatic
& opens channels of communication to build trust,
commitment (Beer and Spector, 1985).

The HRM model is that policies of mutuality will
elicit commitment which in turn will yield both
better economic performance and greater human
development (Walton, 1985).

Managerial autonomy: coincidence of interest
between stakeholders can be developed (Beer anc
Spector, 1985)

Participation and informed choice (decentralized).

Goal orientation (Beer and Spector, 1985)

European Definitions
The use of planning, a coherent approach to th
design and management of personnel systems
based on an employment policy and manpowe
strategy, and often underpinned by a
‘philosophy’; matching HRM activities; and
seeing the people of organization as a ‘strategi
resource’ for achieving ‘competitive advantage’
(Hendry and Pettigrew, 1986).

If human resources can be integrated into
strategic plans, then the company’s strategic
plans are likely to be more successfully
implemented (Guest, 1987).

People are a valued resource, a critical
investment in an organization’s current
performance and future growth (Hendry and
Pettigrew, 1986).

One of the HRM dimension involves the goal o
employee commitment (Guest, 1987).

At the national level, by culture and by
extensive legal limitations on the nature of the
contract of employment. At organizational level
by patterns of ownership (by state, banking anc
finance system and families) (Brewster, 1995)
HRM is totally identified with management
interests, being in general management activity
and is relatively distant from the workforce as €
whole (control from top) (Torrington and Hall,
1987).

The goal of integration, the goal of employee
commitment, the goal of flexibility/ adaptability
(Guest, 1987).

Sources adopted from Legge, 1995, P.64-65 and Beevi®995, P.311

MNCs will have a number of business strategiese@sfly if they operate in a variety of
product-markets, therefore, different approachédRomight be needed for each. This is
particularly true of global and transnational besses. If a business strategy changes, it

might be difficult to change the HR strategy beeatishvolves the internal structure and
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culture of the organization. Softer features ofamigations like culture are notoriously
difficult to change to a desired state (Stonehoetsal, 2000, P.203). In addition, the

expatriate strategy will also influence HR managetie the subsidiary.

Finally, there are problems of research method@dsuniversalist paradigm: Sparrow et al
(2004, P.29) have pointed out that the deductiypeageh has been the main perspective
used to research HRM in the US MNCs. Second, tlserohtions tend to be drawn from a
small number of leading private sector companieajniy in manufacturing or the
high-tech sector and mainly non-union. Finally, thedel has not bedmased on rigorous
research and neither is it based on existing tileeaand theory thus, it is hard to see it as
relevant to wider theoretical and practical dehakes example, Walton (1985, p.489)
generated the theory of commitment strategy froseaeching some American leading
companies such as GM (General Motor), General foGdsnmins Engine and Procter

and Gamble.

2.4.2 The contextual paradigm

As a response to the above criticism of the unalestsparadigm, Sparrow et al (2004, P.
30) proposed a contextual paradigm, which is cedten understanding what is different
between and within HRM in various contexts andemsphasis is on not only internal
factors in an organization but also external fastdor example, national cultural,

ownership structures, labor markets, the roleatesand trade union.
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As an example of a contextual approach, a Europeatel of HRM was developed by
Brewster (1995) and it includes the following fastdEuropean Union, national culture,
legislation, the patterns of ownership, trade uniowolvement, communication and
consultation influence in HRM (Brewster, 1995, P@anaging diversity and focus on
competency and the development of human capitaBter et al, 2000, P.21). Similarly,
Morley et al (2000, P.208) also mention that itlsar that the successful integration of
HRM with collective bargaining and more traditioraglproaches to industrial relations is
ultimately contingent on employers co-operatingwuihion representatives so the mutual
commitment can be worked out. The European modelshan internal interaction
between HR strategies, business strategy and HiRg@and an external interaction with
national culture, power systems, legislation, etlanaand trade unions. It places HR
strategies as integrated with the organizationadtesyy but also with the external
environment. The important aim of this model isdeEmonstrate external factors to the
organization as a part of the HRM model. It conttés to organizational studies which
should take the national context into account toieae a better understanding of the
unique situations of, and differences betweenpnatin their HRM practices as well as

MNCs HR practices in subsidiaries (Brewster, 19953).

What makes European HRM distinctive? The traderumembership in major European
economies still remains significant. Communicatmm consultation remain center stage
by increasing all channels of communication in ordegenerate stronger identification
and employee commitment. Focusing on developingskiks of employees through

training is evident in many organizations and sesdtoEurope (Brewster et al, 2000, P.21).
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Clark and Pugh (1999) argue differences in cultaral institutional contexts continue to
have a major impact on the nature of the employmaationship. Gunnigle et al (1994
P.13) mention that there is no common Europearma#ts far as where policy decisions
on industrial relations are made, because natimsétution influence explains many of
the variants of industrial relations in Europe. fany, Gooderham et al (1999) mention
that the national institutional influence of firmpkys a far more important role in shaping
human resource management practices than doeséuwtaral influence. For example, in
trade union membership, all four Nordic countrieavén at least 85 percent of
organizations reporting membership in the 76-10@e@ bracket (Morley et al, 2000,
P.209). Furthermore, national bargaining is chargtic of the ‘European model’ of
industrial relations (Croucher and Druker, 20056P. According to Bridgeford and
Stirling (1992 P.72), there is no simple model af@&ean collective bargaining and wide
variations in the structure of negotiating arrangata exist between countries. Collective

agreements may be concluded at all levels frononatito local.

The convergence can be found after European Uniaiiement in employment relations.
The European Union has sought to establish emploglegion’s practices by pursuing
common standards through the Community Charteh®@fRundamental Social Rights of
Workers and its associated Action programmes (Bifoigl and Stirling, 1992, P.68). For
example, the European Community is playing an exireg role in shaping British party
political approaches to industrial relations preessand policy-making such as the

minimum wage (Bridgeford and Stirling, 1992, P.89).
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The legislation may not apply to MNCs who operateEurope. For example, The
McDonald’s workforce in Germany employ approximat&0000 employees but the
company is not under constraint by the legislatioforeign operation, to a certain extent
due to its regional organization however just bseatis registered under US law, it has
retained US legal status which can override ther@arlegislation (Royle, 1995, P.55).
Therefore, studying MNCs in their foreign operatsiould consider other factors such as

expatriate management or organizational culturna fn@adquarters.

2.4.3. Strateqgic international HRM

Schuler et al (1993) develop a theoretical framéwalr strategic international human
resource to study MNCs and revise it (De Cieri Boavling, 1999) building on the work
of Prahalad and Doz (1987) and Bartlett and Ghodres9). It highlights the exogenous
factors and endogenous factors that impact on titagegic activities and international
concerns of multinationals. The exogenous factackiding the industry characteristics,
nation, regional characteristics and inter-orgaional characteristics (see Figure 2.2).
The type of industry appears to have an impactktRM (Monks et al, 2001). For
example, the competitive pressures in varied lewélglobalisation reflected in the
strategies of firms in the industries (Sparrow, £200.40). The exogenous factors
influence endogenous factors, strategic HRM and MINf©als. MNCs structure is
associated with structure of international operetjantra-organizational networks and

mechanisms of co-ordination. The life cycle of argation and industry should be
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taken into account international entry modes aneléeof firm’s strategy (please see
figure 2). It also echoes the resource based petrgpse (Taylor et al, 1996, P.958) and
concems the strategic issues in MNCs associatdd affiliate’s HRM system and the
HRM system for employees in the subsidiaries andnisgrated in the model and
indicates reciprocal relationships between endogeifectors, Strategic HRM and MNCs

concerns and goals.

Figure2.2. Strategic international HRM

Exogenous Factor:
= Industry characteristics
= Country/regional

characteristics
- MNCs concerns &goal
Strategic HRM »  Competitiveness

Endogenous Factor « HR function - Efficiency
= MNCs structure Rl

. ) >IY strategy »  Balance of global
-Structure of international . HR practices integration &local
operations responsiveness
-Intra-organizational networks - Flexibility
-Mechanism of co-ordination
= Organizational & industry 7y

life cycle

= International entry mode

= MNC strategy

-Corporate-level strategy

-Business-level strategy

= Experience in managing
international operations
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However, for most theories of international HRMeaach is conducted and based on
“big” company sized MNCs. However, as will be dissed in Chapter 4, Taiwanese
firms are relatively medium or even small compaveth Japanese MNCs, thus, the
company size of affiliate should be taken into actoMonks et al (2001, P.536) found
that the company size influenced the strategy efli@ment of IHRM policies and
practices for example, Irish MNCs adopt a much mdiexible approach to

internationalization and entering markets and coest

Ngo et al (1998, P.637) indicate the vital factdrtloe effectiveness of the human
resource practices should take into account not cotextual factors such as the firm’s
strategic orientation, the operating environmdm, ‘culture” of the firm and its country
origin. Organizational effectiveness depends onthkdrethere is a ‘cultural fit' between
HR practices and the dominant value system of thme. fBecause the firms’ value
systems influence whether a certain HR practidssifiseems likely that country origin
will influence the relationships of HR practicestlwifirm performance. Furthermore,
organizational members may have certain expectaabout the HR practices of the firm,
given its country origin and its internal value teys; these expectations, in turn should
influence their work behaviours and hence the &ffeness of HR practices such that

practices that meet expectations will be more &ffec
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2.5 International staffing strategies

MNCs are potential exporters of employment prasticence they may seek to apply
their home-country HRM systems to host —country leyges (Bae et al, 1998, P.655),
particularly if there is a strategy of internatibrséaffing of ‘expatriates’ in a foreign
setting. For example, European and US MNCs typiatiploy more local managers and
far fewer expatriated staff in their foreign sulsites than do Japanese MNCs.
Furthermore; company size is an important elemerdetermine HRM strategy (Poole
and Jenkins, 1992, P.333). Shuler and Dowling (1P®9 develop the distinctions first
suggested by Perimutter (1969) which not only idgnhe organizational structure and
the lines of communication and information, bubalse approach to HRM activities. In
his early work, he only identified ethnocentric Jym@ntric and geocentric strategies and
then Perlmutter H V and Heenan D A (1974, P.12dluohed regiocentric into geocentric.

These will be discussed as follows:

Ethnocentric

Personnel management focuses to a great exteataortmg and training Parent Country
Nationals (PCN) for key positions, regardless aBkmon. The home country culture and
practices are considered to be the most appropgnateanaging the foreign subsidiary.
The parent company maintains a high degree of cbmiver the operation of the

subsidiaries since decision-making authority isthle hands of expatriates who are

dominant in key positions. The initial internalisat of a company tends to rely on the
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familiar management practices. However, there angesdisadvantages to implementing
such strategies, such as the limited promotion dppiy for Host Country Nationals
(HCN), thus such MNCs may suffer high staff turngwibere is problem of high cost to
maintaining PCN, such as the adaptation of the s®as environment, the pay gap
between the PCN and HCN and the high cost of P@&Ainson the profitability of the

subsidiary (Keeley, 2001, P.103).

Polycentric

Personnel management recognise that values, narthsustoms differ from country to

country and host country nations are consider thstrsuitable candidate for managerial
positions at the subsidiary due to their knowledf®cal condition. The subsidiaries are
allowed a relatively large measure of autonomyaaigih financial controls ensure that
headquarters can intervene immediately if anythipges wrong. The MNC's

organisational structure is decentralised. Howetle, polycentric subsidiary may not
have the same organisational culture as the homp@iade culture. The problem of PCN
in headquarters is lack of international experiewbéch makes strategic planning on a

global basis much more difficult (Keeley, 2001,01}1

Geocentric/Regiocentric

A major theme in this approach is to utilize thestbmanagers throughout the world

regardless of their nationality. The exchange betw&eadquarters and the various
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subsidiaries of information, ideas, and working moels. A geocentric firm seeks to
co-ordinate decision-making between the subsicdhag/headquarters. The advantages of
a geocentric strategy are that HQ can use the meamagxpertise because they
understand the international operations of the @mp It helps develop a global
organizational culture, vision and loyalty. A glébaulture facilitates the process of
developing and implementing strategic plans fordpgmal use of resources on a global
scale. Managers have the opportunity to work thinoud) the MNC’s global network.
However, there are some problems of implementatsoich as the extra cost for the

training, relocation and higher compensation systéfeeley, 2001, P.106)

There is usually a combination of these three aggres within existing companies, but
often there is one dominant attitude, which is deieed by the phase of
internationalisation in which the company findseltsand by its history (Paauwe and
Dewe, 1995, P.84). It is important to note thaséhstaffing strategies only apply to key
position in MNCs subsidiaries (Harzing, 2004, PY238 the example of US MNCs
given by Perimutter and Heenan (1974, P.126), CExefcutives Officers (CEOS) in US
MNCs favour less ethnocentrism and polycentric buabre regiocentrism and
geocentrism and view the advantages for MNCs aterbatiocation of resources, a

broader global outlook, improved exchange of infation and higher group profits.

However, there is clear evidence of a ‘nationaéffect’; MNCs transfer their work

system from parent company to subsidiaries (Brewatd Tyson, 1991). The evidence

can be found in the US MNCs and Japanese MNCs.ekample, HR issues in US
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MNCs tend to be more centralised and formalisedexpbrt HR practices into the host
country such as productivity bargaining, multi-yegreements and performance-related
pay. This is to say that Anglo-American MNCs predebureaucratic’ to a ‘social’ mode

of subsidiary autonomy (Ferner and Quintanilla,8,99.715).

On the other hand, firms from countries with highcertainty avoidance (Hofstede,
1980), to be discussed more fully below, are mikelyl to transfer HR practices from
headquarters to local subsidiaries than are firmsnfcountries with low uncertainty
avoidance because the direct transfer of practexisces uncertainty and risks. Similarly,
one might expect that firms from countries with ighhpower distance may centralize
control; therefore would be less likely to relinsfuicontrol of HR practices to local
subsidiaries (i.e. low local adaptation) than firfiem countries with low power
distances. Interestingly, researchers have fouadfitms from Japan, which are low on
uncertainty avoidance and high on power distanadstdde, 1980), are likely to transfer
home-country HR practices to host countries andliidg attention to local conditions
(Ngo et al, 1998, P.634) For example, Japanese Mhdys been shown to have an
‘ethno’ orientation by dependence on expatriate agers to exercise control over
foreign operations in order to transfer its contpeti advantage. The use of parent
country nationals seems the most popular strategpternational staffing (Ferner and

Quintanilla, 1998 P.711

According to Budhwar (2004, P.7), the organizatidifa cycle should be taken into

account, while considering cross-national examomati Therefore, this research will
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adopt Adler and Ghadar’s model (1990), which isebdagn Vernon’s product life cycle
theory in which the first phrase (high tech) patgsrdion to the research and development
of products; the second phrase (growth and intemnaization) focus on developing
domestic market and other countries and managecoetriol; the final phrase (maturity)
mainly makes effort in price and cost reductiornd g@fus a fourth phase in respect to
cultural aspects and human resource managementparidularly, concentrates on

strategic and environmental issues, to internatibnman resource management.

The cultural component hardly plays a role in thst fphase Management operates
domestic perspective and the influence of foreigituces is not the essential factor from
the idea of a link between the phases of internatisation, the environment and the
influence of culture, which embark the appropridt®M policies and the skills required

of the managers involved for the various diffenehases.

Adler and Ghadar’s (1990) phrases are,

first the Domestic with a focus on domestic market and export. Ihag necessary to
consider international human resource managemehtsrstage. The recruitment criteria
for international assignees are based on ratheluptcand technical competence of the

manager than the best people.

second, thénternational with a focus on local responsiveness and tramdfenowledge.
International human resource management becomeareapp while managers are

assigned to posts in foreign markets to provideeggdmrmanagement, technical expertise
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and financial control, cross-cultural adaptabibiyd sensitivity are also important. The
parent country nationals (PCN) encounter cultuiifdr@nces to manage foreign workers,
when a differentiated approach and adaptation efpitoduct and business methods to
local circumstances. Since understanding of lodedumstances is a requirement,
host-country nationals (HCN) are frequently re@difor management positions in the

area of sales, marketing and personnel.

third, Multinational with a focus on global strategy, low cost and pdoepetition. It is
highly important that integration and cost advaetagre exploited worldwide, for
example, the selection in this phase focuses awmiteg the best managers (geocentric)
for international positions. The international HREmphases on developing the
management to share the same organizational cuétnceit assumes that organisational
culture overrides differences in national cultutecontributes to achieving the goal of
integration, regardless of the fact that the corgparoperating in different geographical

markets and its managers come from different caesatr

finally, Global with a focus on both local responsiveness and aroksral integration.
The international human resource management in $fége is centred on the
requirements of global integration and nationapossiveness. All three aspects above
are combined and adopted. The cultural diversiyyph significant role and can be seen
as an opportunity in the market and organizatiamerhational human resource
management focuses on offering their best peomeofportunity to develop and gain

international experience so that an environment@ntinuous learning will be created
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throughout the entire organization (Adler and Ghmati@90, P.245-254).

The life cycle approach invites a few criticismisisl debatable that organizations move
sequentially from one predicable stage to anotheraddition, new industries or

technologies might not follow the pattern of thie lcycle models (Legge, 1995, P.115).
This model mainly focuses on high tech industrynéy not apply to service industries.

Welsh (1994, P.152-153) found that:

“The Service Company may be more vulnerable thamémifacturing firm, as it
has not experienced that preparatory stage of exppmwhich allows exposure to

some of the inherent difficulties involved in offishbusiness venture

2.6 Institutional and Cultural approaches to studyMNCs

According to Sorge (2004, P.117), there are twoomapproaches in conducting
cross-national comparative research on organizatrah human resource management:
institutionalist or culturalist. Institutional famts can be seen as mainstream to explain
differences between HRM in different nations, asvah in section 2.3 the contextual
paradigm. It pays attention to system charactesisto explain organizational outcome.
The main theme of this approach is that differeigs of the game can make individuals
move in different directions, even if their menpabgramme is the same. It is to say that
individual mental programmes adopt different rule®ugh a process of learning about
specific context elements, such as professionalgjals recognition and personal

development (Sorge, 2004, P.122). The institutid@etiors of the state such as industrial
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relations and political economy traditions, difieces in economics, education systems,
labour markets, the legislative system and theettadons shape the HRM strategy and
system within employing organization (Sparrow, 200431). For example, Porter
(1985) argues that nations derive competitive athgenfrom a set of country factors
such as the availability of resources, the sizesophistication of the market, the nature

of government intervention, and the type of stratéigkages or networks.

Sorge (1995, P.110) suggests that to use a cubdpm@bach is based on the actor, who
are individuals or a collection of individuals, whoe formed by the programming of the
mind, from the socialization process, such as blitdl, schooling and working careers
that are different from one country to another. Tuoeialization process forms the
specific way of an individual identity. This solled culturalist approach was started by
the work of Hofstede (1980). He argues that cultaffects the individual mind and

extends to the characteristics of management pesc{Romani, 2004, P.161).

There had been a debate between institutional alharal approaches, until Maurice et al
(1980) generated the “societal analysis” to endsibié of institutionalist and culturalist
approaches. The societal effect approach for stgdyrganizations is a systemic analysis
of social action which emphasises the reciproctdraction of people at work, work
characters of jobs, systems of HRM practices, itrdsrelations, which can only be
explored by considering historical, economical aoditical factors (Maurice et al 1980,
P.61). The interactive relationship between systeih actors is synchronicity (Maurice,

2000, P.22). The property of the system tendsdd the individual choices from which
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actors can choose a specific way. The actor desedggpecific program of mind and the
interdependence between system and actor linksetaulture (Sorge, 2004, P.131-133).
For example, a dominant management model will lagtedl to existing mental programs
and related system characteristics and then refieleacquiring a specific application or

even non-application in the society.

2.7 Summary

The recognition of the important competitive adeget to be gained from a more
effective management of ‘human resources’ has lve#lacted in the two models of
‘hard’ and ‘soft HRM, with their respective empleagson integration with business
strategy and raising employee commitment. The suddel has been identified as

offering insights, which will be more useful to shesearch.

At international level there is the likelihood tlaganisational values and culture will be
influenced by differences in national values anttuca. For this reason a universalist
paradigm is rejected in favour of a more contexagbroach. The European model of
HRM provides an example of a contextual framewarkrésearching MNCs in Europe,
but may not be suitable to research other locatiorthe world, which have no strong

trade union movement.

Following the work of Hofstede and others, a culigt approach has developed

alongside the more traditional institutional apmioato the study of comparative
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internationalization. The role of culture and hawnight contribute to both national and

societal effects will be analyzed in more detaithie following chapter.
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Chapter 3 Cultural value in international organisational behaviour

3.0 Introduction

This chapter will discuss cultural-value-based aedle, and examine its effect on the
international organisation. It will discuss thetawhl values related to relationships with
people, nature and time as well as the way of gppiith stress. Cultural values can also
shape organisations into different styles. Thergehbeen some criticisms of this
approach and threaten by the convergence of maredemhich will be discuss if this

approach is the best way to carry out the researctudying Taiwanese MNCs in the

UK.

3.1 The meaning of culture

After cataloguing one hundred sixty-four differetdfinitions of culture, anthropologists
Kroeber and Kluckhohn (1952, P.157) offered onetled most comprehensive and

generally accepted definitions:

“Culture is a product; is historical; includes ideapatterns, and value; is
selective; is learned; is based upon symbols; asdamn abstraction from

behaviour and the products of behavidur

McLaren (1998) agrees that culture is learned stratied by each generation to the next,
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capable of constant change, transmissible, encamgathe physical and the mental, and
shared by a group. In a familiar environment itpsebeople behave appropriately and
understand the behaviour of others. Using thisndefn, it can be extended to cover
perception, which according to Hall (1976) includesat we are going to do about
something, what we see and what we are blindriats simplest sense, perception is the
internal process by which we select, evaluate, arghnize stimuli from the external
environment Culture helps mould the individual but doesn’t gmetvindividuals varying
from another within the same culture. Without usti@mding different cultures, people
will interpret different cultural behaviour in the&rong way and there will be lots of

misunderstanding in doing business (Berrell ancdgWi1999, P.578).

Therefore, culture is something that is sharedlbgralmost all members of some social
group, the older members of the group try to passoothe younger members and
something that that shapes behaviour or structneés@erception of the world, such as
morals or laws. The culture of a society refledie tomplex interaction of values,
attitudes and behaviours displayed by its memladividuals express culture and its
qualities through values, which in turn affect thettitudes about the form of behaviour
considered most appropriate and effective in anyemisituation. The continually

changing patterns of individual and group behaviewentually influence the society’s

culture and the cycle begins again (Adler, 19971485). Sociologists regard these

cultural values as giving meaning to action (Ad1€97; Gilbert, 2001).

A particular nation’s culture develops over timealas influenced by a nation’s history,
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demographic and economic development, geographyeantbgical environment. The
societal norms evolved over time, lead to the dguaknt of institutions such as family

patterns and religious, educational, political &eghl systems (Sorge, 1995, P.128).

3.2 Value orientations

Several scholars have extended cultural theortesbasiness. Hall (1976), for example,
contributed significantly to the understanding mtercultural value systems designating
countries as possessing either high or low cultoositexts. Hofstede (1980) advocates
the importance of cultural values in conducting ssraultural research using social
psychological perspectives. Hofstede’s (1980) nesewithin IBM (the Hermes project)

generated a model of national cultural differencesvork-related values. He found

significant differences in value orientations betwerganizational members of different

national origins in 1970s.

Trompenaars and Hampden-Turner (1997) adopt santaropological perspectives to
make sense of culture. Although Taiwan is not cedean the research of Trompenaars
and Hampden-Turner (1997), overseas Chinese coniesirsuch as Taiwan and
Singapore share the same culture (Yeung and Q0@8), 2.2); therefore, the index of the
cultural dimension for Taiwan could borrow from thaf the overseas Chinese. In
addition, anthropology has a long tradition of atdt study and they believe that culture
can be measured by using a limited number of dimass(Levi-Strauss, 1977).

Trompenaars and Hampden-Turner (1997) identifiecersedimensions of culture in
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doing business and managing culture differencesbgucting a worldwide study, which
covered over 55 countries and 30,000 participantsheir bookRiding the Waves of
Culture (1997). They identified seven fundamental cultaliahensions, which are based
on different cultural solutions to the relationshipvith other people, time and
environment and how these dimensions affected theeps of doing business in the
different cultural context. Trompenaars and Hamp@emer's model is similar to
Hofstede’s model; some dimensions are concurreiatdh other as well as associated
with Hall's high-low context. Similar distinctionsave been made by Romani (2004,
P.159), the orientations based on relationship webple, time and nature such as the
differentiation between social groups. | will atigimto extract elements from these
cultural theorists’ categories to illustrate thege to which the dimensions of culture

can directly affect management and organisatioratjze in different social contexts.

3.2.1 Relationship with people

3.2.1a Differentiation between social groups

A major culture difference is that between high & contexts, a distinction analysed
by Edward T. Hall (1976, 1990). Context is definedthis case in terms of how
individuals and their society seek information ambwledge. Hall (1990, P.3) also
illustrates that culture is communicated by wordaterial things, and behaviour. Words
are the medium of business, politics, and diplomadgaterial things are usually

indicators of status and power. Behaviour shows lobiwer people feel and includes
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techniques for avoiding confrontation (Hall, 196088). People from high context
cultures obtain information from personal informatinetworks. Low-context cultures
occur where people are typically distant from eattter so that information needs to be
very explicit. For example, in a low context cuéidike those of the United Kingdom, the
United States and northern Europe, most informatsides in the message (Hall, 1990,

P.6-7).

Hofstede’s (1991) concept of power distance infoumsbout social inequality, including
the relationships with authority. Inequality exigtghin any culture, but the degree which
is tolerated varies between one culture and and#dlesocieties are unequal, but some
are more unequal than othérgHofstede, 1980). In large power distance sitai
superiors and subordinates consider each othexisterially unequal. Organizations
centralize power as much as possible in a few haBdwry systems show wide gaps
between top and bottom in an organisation. In snpallver distance situations,
organizations are fairly decentralized, with flakerarchical pyramids and limited
numbers of supervisory personnel, such as UK and\ (ffofstede, 1991). Thus,
management by objectives (MBO) will not work indarpower distance countries
because they presuppose some form or negotiatitmebe subordinate and superior
which neither party will feel comfortable with (Haéde, 1991, P.36). MBO is associated

with HRM practices such as performance appraisalard and compensation.

In Trompenaars’ dimensions of Achievement versusripon, achievement awards

status (to employees for example) by what they hasteieved and how they have
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performed. Ascriptions may not be logically coneelctvith business effectiveness but do
make good sense in predicting business performagseand experience, education and
professional qualifications. Education and profesal qualifications are related to an
individual's earlier schooling and training but moiconnected with achievement. For the
better-educated employees it is expected that adiaacduccess will lead to corporate
success in ascribed culture. This is a generalesguoectation and may appear as
“fast-track” or “management-trainee” programmesdoruit to the top of the organisation
(Trompenaars and Hampden-Turner, 1997, P.102). il¥extroriented organisations
believe that senior persons have “achieved morethHfe organisation. This consists of
power over people and participative power. TheigBon of status to persons tends to
exercise power that is supposed to enhance thetieéfeess of the organisation
(Trompenaars, and Hampden-Turner, 1997, P.112)agamibed culture, such as Japan,
might spend very heavily on training and in-houdaoation to ensure that older people
actually are wiser for working in the corporatiomdafor the sheer numbers of
subordinates briefing them so as to self-fulfil itseliefs (Trompenaars, and
Hampden-Turner, 1997, P.110). In contrast, in bBsdricultures, status is attributed to
those who “naturally” evoke admiration from othetsat is, older people, males, highly
qgualified persons and/or persons skilled in a tetdgy or project deemed to be of
national importance. The status is generally inddpat of task and the performance is
partly determined by the loyalty and affection showy subordinates (Trompenaars and

Hampden-Turner, 1997, P.113).

Trompenaar’s dimension of Specific versus Diffusemdnstrates the degree of
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involvement in an organization, and is similar tallld high-low context. A specific

culture such as America prefers to motivate emm@eyey specific orientation, such as
MBO (management by objective) and pay-for-perforaearBut Diffusion cultures tend

to have lower employee mobility because of the irtgpwe of “loyalty” and the

relationship in an organisation. Pay-for-performanaight not be popular in the diffuse
culture, as it says you are solely responsibleafoat you sold this month, but, in fact,
other sales people may have helped you and yolarisup may have inspired you or
instructed you to act in more effective ways. Yan oot claim most or all of the rewards
for yourself and deny the importance of relatiopshincluding feelings of affection and
respect for superiors and peers with whom you lthffi@se contacts and shared private

life spaces (Trompenaars, and Hampden-Turner, 1R97).

Hofstede’s masculinity versus femininity dimensi@tognizes the sexuality of roles in
society, and the degree to which a society allowerlap between the roles of men and
women. It anticipates the issue of the relativieies which society places on the sexes,

and on the roles that they carry out.

3.2.1b Preserve/rule the ‘social fabric’

Trompenaar’s Universalism versus Particularism tified universalist cultures as being

based on rules and particularist cultures on aahips. In terms of international

business, particularist groups search for satisfacthrough relationships, especially

relationships to the leader. The employer in tleediires tends to provide a broad range

66



of satisfactions to employees: security, money, iatostanding, goodwill and
socio-emotional support. On the other hand, inghmsstern countries, which are high in
universalism, the head office tends to hold theskéy global marketing, global
production and global human resource managemest.Iddic of this universal system
consists of job descriptions, qualifications andgenance evaluation (Trompenaars and

Hampden-Tuner, 1997, P.40-42).

In Trompenaar’s dimension of Neutral versus Emati@himension examines the degree
of expressing emotion acceptable in a society &eddifferences in communication in
organizations. For example, in the North Americal amorthwest Europe business
relationships are typically instrumental and albabachieving objectives. However, in
south Europe, business is a human affair and th@lempamut of emotions is deemed
appropriate. Thus, there are a variety of problerh€ommunication across cultural
boundaries, which arise from the differences betwa#iective and neutral approach.
Western society has a predominantly verbal culturvé communicates with paper, film
and conversation. They become nervous and uneasy they stop talking. Hall's
research has shown that at least 75% of all conwatian is non-verbal, such as
touching other people, the space it is normal &pKeetween you, and assumptions about

privacy are all further manifestations of affectaveneutral cultures.

3.2.1c Individual’s relationship to social groups

Individualism versus Communitarianism (Trompenaamsl Hampden-Tuner, 1997) or
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Collectivism (Hofstede, 1991) dimension descrilbdes degree to which people regard
themselves as individuals or as part of a grougrimtional management is seriously
affected by individualist or communitarian prefezes within various countries.
Negotiations, decision-making and motivation are thost critical areas as well as
promotion for recognised achievements and pay-#ofopmance. For example,
Communitarian decision-making typically takes mudehger to win over everyone to
achieve consensus. The decision-making procesadividualistic cultures is usually
very short. In addition, in the individualistic twle, organizations are essentially
instruments. Members of organisations enter ralahgs because it is in their individual
interest to do so. Authority originates in an indual’s skill at performance tasks, and an
individual's knowledge is used to make the orgatmral instrument work effectively. In
communitarian cultures the organization is a somigitext which all members share and
which gives them meaning and purpose. Organizatmesften seen as a large family,
community or clan which develops and nurtures iesmbers and may live longer than
they do. Communitarian decision-making typicallkga much longer and there are
sustained efforts to win over everyone to achiemesensus. They will usually consult
with all those concerned due to pressures to agwective goals in order to achieve
consensus. For example, the Japanme®wg process, where proposals circulate and are
initialled by agreeing participants, is the mosméaus example of communitarian
decision-making, but it can lead to very lengthiagle. The individualist society respect
for individual opinions, will frequently ask fonate to get all noses pointing in the same
direction. In individualistic societies there i®duently disparity between decision and

implementation (Trompenaars and Hampden-Tuner, 1980-61).
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Individualism pertains to societies where the peatties are loose: everyone is expected
to look after their individual interest and thedrdst of the individual’s immediate family.
Employment can usually remain short-term; if inceg or bonuses are given, these
should be linked to an individual's performancegtsas UK and USA (Hofstede, 1991, P.
49-56). In a collectivist society, people from biwnwards are integrated into strong,
cohesive “in-groups”, which throughout people’stiine continue to protect them in
exchange for loyaltyThe extent to which people actually feel emotibnmitegrated into

a work group may differ from one situation to aretiHofstede, 1991, P.66). Hofstede
(1991, P.60) found Collectivist culture is assamdatvith Hall's high-context culture and
individual culture is related with low context auie. High-low context also relates to use
of time to communicate to each other. For exampléjgh-context communication is
through the interaction of people. This type of caumications is frequent in collectivist

culture.

3.2.2 Relationship with Nature

Inner-directed cultures believe that they know wbkaight and that they have a soul or
inner core of purity and integrity. On the othentiathe outer-directed culture directs its
members to follow nature (Hampden-Turner and Tramapes, 2000, P.234). For
example, Akio Morita of Sony explained that he cgimed of the notion of the Walkman
while he was searching for a way to enjoy musicdhedt disturbing others. This is in

sharp contrast to the normal motivation for usinyalkman in west Europe, where most
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users do not want to be disturbed by people (Hamdener and Trompenaars, 1997,
P.145). In addition, motivations and values arevadrfrom within. In inner-directed, the
notion of business strategy is that it is a plasiglead in advance to extract competitive

advantage from other corporations.

3.2.3 Time orientation

Attitudes to time and the way societies look atetidhiffers. It is important to know
whether time is viewed as sequential, a seriesas§ipg events, or as synchronic, with
past, present and future all interrelated so thatfture idea and the past memory both
shape present action. Hall (1990, P.13) divide® timio monochronic and polychronic
time. Monochronic time means paying attention td dning only one thing at a time.
Because monochronic time concentrates on one #tiagime, people who are governed
by it don't like to be interrupted. Time becomesam, which some people are allowed
to enter, while others are excluded. In additibrtan be found in low context countries
(Hall, 1960, P.89). Trompenaars and Hampden-Tu(b@97, P.124) illustrate that the
synchronic method requires that people undertakious activities in parallel, so that
synchronic time is similar to Hall's polychronierte. High-low context also relates to the

use of time to communicate to each other.

By contrast, polychronic time means being involweith many things at once. It is

characterised by simultaneous occurrence of mamgshand by a great involvement

with people. There is more emphasis on completingdn transactions than on holding
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to schedules (Hall, 1990, P.14). For instance,risbAEast society, time does not generally
include schedules as Americans know and use themtiine required to get something

accomplished depends on the relationship (Hall019@88).

Enterprise management may have to choose betweeg thangs quickly, in the shortest

possible sequence of time; or achieving the symisation of events over time such that
the achievement of those events is co-ordinateticarordinates with other events which
are related within a wider context, for example,gkiman corporations take a short-term
view of their business. In synchronic organisatjoms the other hand, the employees
establish a relationship with the supervisors agel that relationship developing over
time and accumulating knowledge and mutuality (Tpemaars and Hampden-Turner,

1997, P.132)

3.3 The effect of national culture on organisations

These dimensions of national culture can reflecttloa organizational culture, which
shapes the organizational structure and proce$srsexample, Dastmalchian (2000,
P.388) studied thirty-nine Canadian and forty Karesganizations and found that some
aspects of organizational culture were relatedh® differences between the national
cultures (Korean versus Canada); industry and turdé variables do contribute to a

significant extent to the perception of organizasibculture.

Steven (cite in Hofstede, 1991, P.143) used as xami@ation assignment for his
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organisational behaviour course a case study f&@EIND MBA students. In addition,

Laurent’s (1986) model also conducted in INSEADspres national cultural differences
in how the structures of organisations were peeteiBoth researchers have a similar
idea about the classification of the organizatieflecting differences regarding power
and uncertainty in the views of organisations agesys of hierarchy, authority, politics

and role of formalisation (Trompenaars and Hamp@emer, 1997).

3.3.1 The pyramid of people

In large power distance and strong uncertaintydame countries, organizations tend to
be structured as pyramids: decision-making andrebfiom the top, for example France
(Steven cite in Hosted, 1991, P.143). The geneealager is at the top of the pyramid,
and each successive level at its proper place b&awlarly, theEiffel Tower model

emphasises the task orientation and hierarchicattste and well-defined roles and

relationship (Trompenaars and Hampden-Tuner, 1B95,7-168).

Laurent’s work made a further distinction betwe@rdanisations as authority systerns
associated with the conception of hierarchicalcttme as being designed to specify
authority relationships, a perception of authodtisis in organisations and an image of
the manager as a negotiator. National culturengtyoaffects the popularity of such
conceptions. For instance, French, Italian and iBelghanagers state a social concept of
authority that regulates relationships among irdiigis in organisations (Laurent, 1983,

P.83). The dimension obfganisations as political systerhslusters three items dealing,
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respectively, with the political role played by nagers in society, their perception of
power motivation within the organisation and aneasment of the degree to which
organisational structures are clearly defined & thinds of the individual involve. In

countries, such as France and ltaly, where managpast a stronger perception of their
political role in society, and they also emphaglse importance of power motivation
within the organisation and report a fairly unclewtion of organisational structure

(Laurent, 1983, P.79).

3.3.2 The well-oiled machine

In this model, management intervention is limitecekceptional cases because the rules
should settle all daily problemsOtganisations as role-formalization systetmfcuses

on the importance of defining and specifying thactions and roles of organisational
members. The clear and efficiency value that carolii@ined by implementing such
organisational devices as detailed job descriptioredl-defined functions and roles for

example in Germany (Laurent, 1983, P.85).

3.3.3 The village market

In this model of the organisation, the demandshef situation determine what will
happen. In the small power distance and weak uwaiogrt avoidance countries,
organizations tend to lack of decisive hierarchgt passess more flexible rules. Problems

in this organizational form are solved primarilydhhgh negotiation, for example in the
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UK and USA.

3.3.4 The family

The owner-manager as the all-powerful person wgbive the conflict, thus authority is
centralised. The family culture is personal witbsd face-to-face relationships, but it also
reflects a hierarchical and power-oriented culturavhich the leader is regarded as a
caring father. Family style culture tends to behhigntext, aeam which reflects to the
sheer amount of information and cultural conterketa for granted by members.
Relationships tend to be diffuse and power is palitin the sense of being broadly
ordained by authorities (Trompenaars and HampdeiTu 1997, P.157-168)
“Organisations as hierarchical-relationship systeinghe goal of eliminating conflict
from organizations is associated with the beligitth manager should definitely know
more than his/her subordinates. For instance, TeanAPacific managers think the
manager should be a specialist able to provideinoimg answers to technical questions.
Furthermore, they may restrict questions to tominswhich they know that they are
technically competent to answer. Organizationsiesafchical relationship systems may
affect the structuring of organizations in differeountries and have implications for the
transfer of organizational forms across cultures: €&ample, the manager who can't
answer a subordinate’s’ questions loses status. l[d$® of status would danger the
security and stability of the entire groups ana ale interests of its individual members

(Laurent, 1983, P.85).
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3.3.5 The incubator

Organisational culture is both personal and eggditain orientation with little structure,
and provides incubators for self-expression andtfglment. The role of people is
crucial for innovation and creation in product oensce (Trompenaars and

Hampden-Tuner, 1997, P.157-168).

3.4 The critique of national cultural research

Limitations to the bases of these models, for exarhpurent’s work reflects his French
cultural identity. The French think that organieat are necessarily political in nature.
When asked to diagnose organisational problemsichreocial scientists and consultants
typically start by analysing the power relationshignd power games (Schneider and
Barsoux, 1997, P.88). The second limitation of fimelings stems from the limited
number of countries represented in the samplediyhiAdler et al (1989) found her data
collected from China indicates a Western bias imes®f the dimensions. Finally, the
survey sample only focused on small groups of marsagattending executive

development programs at INSEAD (Laurent, 1983,)2.88

Hall builds his model on qualitative insights withgrecisely ranking different countries
in terms of high or low cultural contexts. No cayngxists exclusively at one end of the
scale, and all countries exhibit high-context aalkiehaviour and low-context cultural

behaviour (Mead, 1994, P.60).
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There has been some disagreement over Trompersaaesi dimensions. For example,
universalism and particularism can be found in shene person. Similarly, all nations
may also combine both individualist and collectidgentation to some extent, especially,
after globalisation and industrialisation. For exden Japan belongs to a diffuse culture,
which would normally give a preference to colleetiveward. However, the study of
Deodoussis (2001) shows that the white-collar warkeare changing to
performance-based-pay in Japan. However, althcugye tare variations within countries,
due to industry and corporate culture, as well ralividual styles of key managers,
Trompenaars and Hampden-Turner's organisationakehwah explain, not only which
countries prefer which corporate culture, but atifierences between sectors and
industries. For example, an incubator culture cdaddsuitable for innovation industries
or departments, such as R&D departments or compmaftware sectors. The above
research findings point to different cultural pled of organisation. These cultural
profiles provide a starting point to explore diéfat structural preferences and to begin to
anticipate potential problems when transferringcpeas from one country to another or

in forming join ventures and strategic allianceshi®ider and Barsoux, 1997, P.92).

Hofstede’s (1980) dimensions have been extensiwelgked by researchers to help
explain cross-cultural differences (Smith and Boh#8l93), although his study has not
escaped criticism. Firstly, according to Smithle{E996), the range of countries sampled
can theoretically affect the dimensions emergignfistudies of this type, and Hofstede

notes the lack of samples from (former) Communatoms. For example, Fernandez et
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al. (1997) classified China as a country strongimcertainty avoidance in the present
study, and they think this finding may reflect t@mmunist roots in common with the

former Soviet Union.

Another criticism is that values sampled were rmyhprehensive, so that the dimensions
identified may not be exhaustive (Smith et al.,89%he cultural homogeneity cannot be
taken for granted in countries, which have divagseups, such as, US and Belgium

(French and Flemish culture).

Thirdly, there are conceptual and methodologicalbjams. The problems arise in
applying a single concept like collectivism acr@ssvhole culture, which might have
different connotations. For example, the Japaneséogal to their organisations and so
are the Chinese to their families. Fourthly, beeanfsthe cultural bias of researchers, the
composed of Europeans and Americans, the quesitenaad analysis made of the
answers reflect Western concerns and have haddissnce to other cultures. Sixthly,
the findings may be out of date, for example, Yl&aa no longer exists and broke apart
because of cultural incompatibilities (Mead, 19947/3-75). Finally, Hofstede’s study
(1980) has also been criticized on the basis ofstmaples drawn from the national
cultures, because all respondents shared a comonparate culture, which distinguished

them from the broader national populations fromchithey were drawn.
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A more wider ranging criticism of the role of natal culture is to argue that culture may
be of declining significance because of globalsaand world trade where free flows of
capital are providing the vehicle for the dissertiora of a variety of management
practices through numerous countries and cultdkyd, 1999, P.631). Globalisation is
a new form of convergence model which could sugtietnational cultures do not play
such a role in international management as theywhdn Hofstede (1991) did his
research about 30 years ago. To test this by edplg Hofstede’s would require a large
scale project to gather data over time, acrosgreifit employment sectors and from a
representative source of developed and developoumtdes. Such a project would
clearly be outside the scope of this researctoutccbe argued that even if convergence
was occurring we would not see the result for mgegrs. We can however test for the

influence of cultural values within Taiwanese masragbehaviour at the present time.

The organizational culture in the parent companikedy to transfer to the host country
in order to sustain competitive advantage, for gdamAmerican MNCs (Hendry and
Pettigrew, 1990, P.18). Also Japanese work jusitne practices can be found in the UK
plants of Nissan and Toyota (Basu and MiroshniddQ9l P.714). The organizational
culture in MNCs can actually make certain structuaad processes in different countries
more similar, which indicates a counterpoint agaseeial influence. In addition, MNCs
are often followed by the transfer of technologyd amanagement practices through
expatriates or the implementation of a certain rganeent style, which reflected its
country of origin and so called “organizationaleet’ (Mueller, 1994, P.417). However,

International management and HRM studies arguetkigatmportant factor of the local
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environment also needs to be considered. Accordirige research of Hoftstede (1991),
national culture in a subsidiary is marked evethexcompany with strong organizational
culture (IBM). For example, Faulkner et al (2002,20) found that Japanese MNCs tend
to adjust their HRM policies to suit the local cextt so their attitudes tend more towards
British ones in UK subsidiaries, than if they weperating in Japan. The question lies in
whether MNCs can transfer their organizational ureltwithout concern for the host

country’s different societal effect.

Hofstede (1980) subsequently accepted the crititiehhis dimensions were only based
on Western concepts and the questionnaire showe h&luded Eastern concepts.
Therefore, in subsequent work and in his work \&itind (1988) he used Bond’s Chinese
Value Survey (CVS). They found that the uncertamnpidance index was not suitable
for East Asia, but the other three dimensions wé&angly correlated to CVS. Moreover,
they found one more dimension — the Long-term VyerSterm dimension - from the
CVS. Therefore, this thesis will adopt both westeattural values and Chinese cultural
values in the survey. Wu and Sparrow (1998) arpaedultural value study should adopt
the contingent approach rather than the bipolaturll dimension approach (Romani,
2004). In the next chapter, the researcher willlizeti key characteristics in
Chinese/Taiwanese culture affecting managementvimiraand will use this as a

framework to identify how Taiwanese nationals manhgman resources in the UK.
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3.5 Summary

Much of the discussion of cultural difference haeib expressed from the perspective of
Western MNCs having to adjust their managementestyhen entering culturally
different societal environments. As, in the lasbtdecades, an increasing number of
MNCs have been headquartered in non-Western natioissperspective is clearly
insufficient. Before this thesis examines the aais€aiwanese companies it will be first
necessary to look at the nature of Chinese managerakies and then the experience of
what was historically the first major ‘reverse flpuhat of Japanese companies in the

West.’
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Chapter 4 Chinese cultural values and management pctices

4.0 Introduction

The Chapter will try to establish a suitable corteapframework with which to study the
Chinese cultural value associated with HRM prasticethe Taiwanese MNCs operating
in the UK. This will first explore the background €hinese management such as

harmony, trustguanxiin domestic contexts and internationalisation.

4.1 The background of Taiwanese management

There are certain key historical social influenoesthe development of management
practice in overseas Chinese society (HofstedeBandl, 1988; Chen, 1995 and Orru
1997). The term “overseas Chinese” usually includasese national abroad, Chinese
born abroad with status as a citizen in anotheionaand residents of Taiwan, Hong
Kong, Macau, and the host countries throughout Badt Southeast Asia (Yeung and

Olds, 2000, P.2).

The overseas Chinese share a great deal of comerdade such as firstly, the cultural
influence: a powerful system of Chinese educatsoich as Confucian virtues, familism,
filial obedience, respect to authority and diligen&Vilkinson (1996) argues that in
Weber's analysis of Protestantism as the bestioakgfoundation for capitalism he saw

kinship, filial piety and familism as barriers toomomic development. However, theories

81



of Chinese Capitalism suggest that the basis fer Akian miracle economy lies in
Confucianism. The traditional family values andustures transfer into the business
organization construct giving a legitimising franmw and a distinctive managerial

ideology (Hamilton, 1997; Chen, 1995).

Secondly, the institutional influence: Chinese aborganizations foster a socio-cultural
ethic, which promotes the business trust througmddating behaviour and supporting
Chinese cultural values (Liu, 2000, P.112). Whigwan shares these general underlying
features of Chinese management practice, it has la®n influenced by additional
historical and political factors. For example, timstitutional influence in Taiwan is
directly affected by being a Japanese colony fity fiears; the close ties with the USA
after WWII; the state involvement in important sest such as banking; the
government’s direction of industrial developmenicts as, the science parks for IT
industry and its internationalization; and the atbe technical education in the USA for

key players (Redding, 2000, P.46, King, 1996, P-238).

Finally, the foreign political influence: Taiwanrdctly continues to be threatened from
China (Redding, 1991, P.33), and to fight for itditcal identity. A big issue for many
Taiwanese is the tension of either merger with Né&id China or complete independence.
China continues to declare its willingness to usktary force to solve the problem, if
Taiwan declares independence. With the continubresat from the outside, the country
cannot totally control its future. Therefore, itshlaeen suggested that Taiwanese people

tend to develop certain characteristics such agegninsecurity, flexibility, a short-term
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orientation and greater sensitivity (Fu et al, 20R34).

4.2. The Chinese Value System and its implication managing human resources

The most influential approach in the study of ogass Chinese capitalism, and how it
differs from Western capitalism, is the so-calledltural’ explanation for the East Asian
‘economic miracle’ (Yeung and Olds, 2000, P. 12)eTcomponents of Chinese culture
include the Confucian and Taoist (Sun-Tzu) philtgofChen, 1995, Fan, 2000), which
influence the managerial behavior in Taiwanese MNMIisst East Asian managerial and
work cultures are based on collectivism, which keé#xplain norms of reciprocity,

unspecified trust, benevolence and teamwork, becdusrooted in Confucianism, and it

is emphasis on the theme of harmony (Zhu et alp2P32).

4.2.1 Harmony

Confucianism and Taoism emerged in the Han Dyngflg BCE-220 CE). They both
are based on the ideology of unity of humanity. lde&r, Confucianism has a more
ethical political orientation, while the emphasis Taoism is on the mysterious and
spiritual. Taoism teaches that the only way to wistto follow the natural law, while

Confucians believe it is self-cultivation and hamggYao, 2000, P.229).

Hamilton and Biggart (1997, P.133) using a cultegblanation indicate that Japanese,

Korean and Chinese society have common pattemdady, Rowley et al (2004, P.917)
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promote the Asian model of HRM. However, as willdeen in more detail later in this
chapter, Japanese and Korean etc. culture may $imgliished from the overseas
Chinese in many respects such as in industridioekand HRM, where the emphasis is
on harmony in the workplace (Ng and Warner, 19924B). For example, Smith (1996,
P.158) explains a difference between the role off@anism in China and Japan.
Confucianism is the only way of life for Chinesecisd and political order, while the

Confucianism and Buddhist have been promoted au aéligions and philosophies in

Japan, where the concept of authority places engpluais commitment to centre, on

hierarchy, and on groupism (Eisenstadt, 1996, p.IM8st of the Chinese management
studies, principally, refer to the cultural infleen from Confucianism and Taoism.
Buddhism (Chen, 1995, Hofstede, 1991) is largeyymissed as some of its ideology is
against Confucianism, for example the Monks havehtave their heads a part of temple
discipline, but Confucius said everyone’s body hgkd to his/her parents, they
shouldn’t damage it, that is filial duty. Therefprelimits the influence of Buddhism in

China (Eisenstadt, 1996).

“The Tao gives birth to all actions.
Character raises them,

Matter shapes them.
Circumstances complete them.”
—Tao Te Ching (Daodejing, 51)

Taoism emphasises the interaction of every humamgbend everything in the world.
Each entity will include varying internal elementghich are yin and yang. Harmony

must actively be maintained between these elemientsrder to secure the entirety
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(Morden, 1999, P.36). Tao not only deals with thaht of the oneness, but also the
tendency for change of the oneness. All thinghe&world originate at one source and
they are different but interrelated. They altertamrally for compatibility with the laws

of nature. Human behaviour is motivated from theaealace, just like the two sides of a
coin; for example, there is essentially no diffeermetween goodness and evil, it just

depends on the circumstances (Chen, 1995, P.40).

In Confucianism, rules indicate the social behawviouevery individual and govern the
entire range of human interactions in the sociétyese are summed up the Five
Constant Virtues humanity, righteousness, propriety, wisdom andthfiainess.
Confucius identified five types of the fundameritaman relationships, so callgdu Lun.
They are the basic rules to deliver the best se¢te for both parties, which must be

followed to ensure a harmonious society (Fan, 2600),

Table 4.1.Wu-Lun

Five cardinal relationships Principle
Ruler and subject Loyalty and duty
Father and son Love and obedience
Husband and wife Obligation and submission
Older brother and younger broth Seniority and modelling subject
Friend and friend Trust

Source: Fan (2000, P.4).
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These relationships are based on differentiatedatakical order among individuals.
Hence, a Confucian famous saying gokes firince be prince, subject be subject, father
be father, son be sdnThe five fundamental relationships can also besgified into
predetermined relationships (such as father-son lather-brother) and voluntarily
constructed ones (such as friend-friend relatig@sien, 1995, P.56). Among these five
relationships, three of them are family relatiowsjch clearly show the importance of
family in Chinese society and account for its paadism. When they are applied to
management, the first (ruler and subject) and(fasind and friend) relations lead to a
paternalistic management style (Fan, 2000, P.3png-term employment is a desirable
practice, which derives from the principle of Carinism, in which the relationship
between ruler and subject indicates the foundatibtoyalty and duty. However, the
figure 4.1 indicates the core members close tmthger in the Chinese organization can
be trusted. Actually, non-family members and ordiremployees often feel as if they are
outsiders, and thus have a low degree of loyalty alow level of responsibility (Chen,

2004, P.76), please see the section 4.3 for a deteled discussion of familism.

Harmony is created within an organization by sakgcpeople with common values and
compatible personalities. For example, Hempel ahdn@ (2002, P.90) interviewed 20
companies in Taiwan and found that one of the nmopbrtant criteria in the selection
process was whether the applicant would be abieottt together harmoniously with the
existing employees. This requirement is promptedalielief that harmonious working
relationships are desirable as an objective in sedves, as well as by the observation

that Chinese have difficulty in handling confliet an impersonal fashion. Taiwanese
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managers have chosen to rely on the personal inttimshs and recommendations of
people who they know and trust. In addition, Hug2@00) found that Taiwanese firms
emphasize the factor of internal equity when desmrtheir compensation systems as
well as encouraging cooperative, interdependenavaebrs, which leads them to set up
group criteria for job appraisal. Harmony and hielg (from thewu lun) make open and

frank discussion of individual performance probledifScult (Hempel, 2001, P.210).

To conclude, harmony is the central theme embedde@aiwanese organization in
Taiwan, which encourages co-operative spirit armugrreward. It is therefore possible
that the Taiwanese MNCs in the UK would regard learynas an important factor in
their UK subsidiary, while British employees maytrfeel motivated because of the

traditional emphasis on individualism in British tking practices.

4.2.2. Trust

Society is seen with mistrust (Redding and Hsi&95), thus, as will be seen below,
people need certain strategies, - such as the ptsnogguanxiandrenquing- to ease the
insecurity and to build trust. In Taiwan, persoralst is the first principle and
fundamental mechanism, which makes personal rektiips work. It seems to be
unfeasible for an employer to hire a top managéh wihom he is not familiar. This
person must be either personally known by the loodse/she must be introduced by a

person whom the boss trusts (Orre et al., 1997, P.2
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However, there is no guarantee that people willanegomatically trusted. It depends
whether they can demonstrate their achievemerdsd@r to gain trust. This type of trust
is certainly particularistic, but it is not only $&d upon ascribed relationships alone, but
rather on achieved relationships. Certainly, pessaith ascribed relationships have
certain advantages in obtaining ‘personal trusttause they have more opportunities to
develop a trusting relationship. In order to obtamst persons have to demonstrate
certain qualities such as good performance. Thaess rare not objectified, but are
usually well recognized by the people involved. $huhe successful business
relationships are only those that are based omaté and trustworthguanxi ‘Personal
trust’ is a fundamental mechanism, which makesqgueisrelationships work (Kao, 1991,
P.67-70). Guanxi can be seen as a means to get an opportunity itd personal
connection, and trust is the most important fadtorestablish the relationship. For
example, Hsu and Leat (2000, P5) found that frieamdb relatives are commonly targeted

in recruitment especially in the recruitment ofrgAével employees in Taiwan.

4.2.3.Guanxkthe trust mechanism to achieve harmony

The Chinese social system is classified as a oaldtased system, which focuses on the
special relations between individuals (Chen, 19P%8), and which is based on
reciprocity (Child, 2000, P.65) in order to achidamony. Good relationships are based
on co-operative behaviour among members of the aomityn(Yeung and Olds, 2000,
P.12). In Chinese societieguanxi can be defined asa“friendship with unlimited

exchange of favourswhich means if two people sharegaanxirelationship they feel
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fully committed to each other (Orru, 1997, P.28aviig the right personal connections
eases and improves social relations in the conaycti business activities, for example,
the right connections can bring cheap and reliabéerial supplies, approval to sell
goods domestically or for export, and provisioras$istance when problems arise (Orru

et al 1997).

As most of the Chinese family businesses are saradl managed by core family
members they are heavily dependent on businesstopg@s and credit lines provided
by their guanxinetwork. To makeguanxi work for him, a Chinese businessman must
complete his obligations, try to be loyal to hisefids, do favours and maintain a
reputation for fairness. He will try hard to maintdhe image of a person who can be

fully relied on and will always reciprocate (Chd®995, P.59).

Figure 4.1. A theoretical model of face and favouin Chinese society
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As shown in the figure 4.1, Hwang (1987, P.947-358¢gorizeguanxiinto three levels
of social connection: expressive ties, mixed tied mstrumental ties. The closest ties in
guanxiare expressive ties, while the most fragile omesirsstrumental tieExpressive
ties apply to family members and close relativesy are expected under the rule to fulfil
the needs of the family and other family membé&tsced ties refer to the relationship
among neighbours and friends, and include bothesgive and instrumental components,
with a strong expectation of temporal continua@ile the term is typically translated
into the English as ‘connections’, this is an inpdate understanding of the concept. The
social rule that governs these social and busiméssactions is known agnging which
means that an individual emotionally responds ® \tArious situations he/she faces in
daily life. Secondrenging means a resource that an individual can introdacaother
person in the course of social exchange. Finadlgging means a set of social norms
which one has to tolerate in order to get alond wih other people in Chinese society,
for example, one should keep in touch with the a&cist in one’s societal network and
when a member of one’s network gets into trouble @ncounters a difficult situation,
one should sympathize, offer help, and deeamdjing (being kind, benevolent, righteous,
or give regard to the feelings of other people) tfaat person. Face follows from the
renging rule, since this allows the preservation of sotiatmony, and together they

provide an effective social mechanism to prevetdrpersonal conflicts (Lou, 1997).

Shaw et al (1993) explain that Confucianism streske value of harmony urging

individuals to adapt to the collective to contrbéit emotions, to avoid conflict and to
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maintain inner harmony. Harmony is found in the memance of everybody'’s face in the
sense of dignity, self-respect, and prestige. $oeiations should be conducted in such a
way that everybody’s face is maintained. Payingeets to someone is called “giving
face”. In another sense, “face” is a key compotrettie dynamics ofuanxi(Chen, 1995,
P.54). From the figure 4.1, the relationship betwgeanxiand face is intertwined and
complicated. Face has two dimensions,lissxn andmianzi If one doesn't follow the rule
of guanxi carefully, one loses in both dimensions; if ondofes the rule ofguanxi
carefully, one gains in two dimensions. In termssfablishingguanxi the connection
network seems to have a more direct relationship mianzi The moremianzione has,
the easier it will be to establish and develop smelationships (Chen, 1995, P.62). For
example, A haguanxiwith B and B is a friend of C, then B can introduseecommend
Ato C. Otherwise, it is impossible to bridge tlationship between A and C. For this
reason, formal business correspondence is unlikelgceive a reply until direct personal
contact has been established. The success ofdrahgity depends on how satisfactory

B feels about higuanxiwith Aand C, respectively (Lou, 1997).

The application ofguanxi presents in two perspectives: the horizontal lassn
relationship and vertical relationship. In the kontal relationshipguanxiis considered
as a source of competitiveness because it provadiepreneurs with information,
business opportunities and resources in term ofiasocapital, knowledge and

governmerit s favorable attitudes and decisiotiss also assumed to be able to provide

not only information about business opportunitiesvalue creation, but also a basis for
trust and compatibility of business philosophiesteynembers. The information gained

through a network may help in the initial stepst thartners take when entering into a
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co-operative arrangement. High trust is sustainetidnesty (Zhang and Bulcke, 2000,
P.131; Morden, 1999, P 37%uanxi is very personalGuanxi in organizations is
originally established and continues to build upensonal relationship; when the person
leaves, the organization loses tltatanxi It also interesting to note thauanxi is
essentially utilitarian, for those who are no longensidered profitable to knowguanxi

is easily broken (Lou, 1997).

Let us discuss the verticgbanxifrom an employment relation point of view. Zhu and
Warner (2000) explain employment relations tramstitouzi guanxiin Chinese, which
demonstrates thaguanxi is an important mechanism in Chinese society. Reop
management tends to be decentralised, because emaeaiystress the importance of
personal relationships between the manager ancriioyees. Personal relationships
throughguanxibuilds the socio-economic network to which onertssfor most business
needs such as recruitment of employees, mobilisatidinancial resources, creation of
sub-contracting relations, the meeting of buredicceamd political demands, and location
of markets. For example, managers try to empl@ntts and friends of friends, relatives
and relatives of relatives; by this means the egglemployee relationship overlaps
with a more personal bond (Hamilton, 1997, P.28®ilst subordinates should seek to
protect and give face to the superior, the supshould also take care not to damage the
face of subordinates (Westwood, 1997, P.456). ivasth stressing that thguanxi of
employment relations is not based on reciprocity taiher on obedience, with the
subordinate in the hierarchical relationship neaelysobligated to obey the superior

(Hamilton, 1997, P.270).
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The verticalguanxirepresents thguanxirelated to human resource management. For
example, Shaw et al (1993) found that Chinese fimight be less likely to have
extensive performance appraisal and feedback sgstieam will Anglo-American firms
due to the importance offacé and the Confucian emphasis on age rather than
achievement as an indicator of respect and auyhdifitace’, as ‘an image of self
delineated in terms of approved social attribut¢Shaw et al, 1993) is a universal
phenomenon, but it may be argued that it has pdatiemportance for the Chinese. As a
result, in social interactions great care has tdaen to maintain ‘face’ and to refrain
from damaging theface of others. Thus, the Chinese regard it as shantefdisturb
group or interpersonal harmony, a sensitivity whiglleveloped and reinforced through
child rearing practices based upon shame technignégroup loyalty. The reciprocity
has an influence on reward in Taiwanese firms ilwda, where the reward system of
major Taiwanese enterprises has adopted a conmahty@ar-end bonus system. The
bonus system dates back to pre-modern agricuko@éty in Taiwan, which emphasized
gift exchange between the owner/manager and thdogegs of the firm at the end of
each year. This tradition has been broadly accepted has continued into the
industrialized era (Cin et al, 2003 P.922). In &ddi the institutional influence in Taiwan,
Provision 267 of company law, indicates that congmshould reserve 10-15 per cent of
the newly issued company stock for its employegsuteghase in advance, when issuing

new stock (Cin et al, 2003. P.925).
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4.3 Familism

The Chinese culture value of Familism has workeough the social structures that
affect organizations. Rules govern the stabilizaxgl legitimising of authority or the
vertical dimension of order and they govern thebifitang of co-operation. In the
Chinese case, the norms for vertical relationslaips based on the Confucian ethic
(Redding, 2000, P.42). As shown in the figure #h2he vertical control, each firm has a
person who formally occupies the position of mamggeli ), who may not be a family
member and, in fact, often is not and is usuallpm@fessional” manager, in terms of
either education or experience. These firm managertirn, are seldom linked into a
large formal management structure beyond the firdms.this way, day-to-day
management of firms is separated from the actualrabof the group. Management is
defined as a lower-level activity and it remainstidict from all long-term decisions in an
organisation. All types of decision-making remairthe hands of the owners and those in
the inner circle. Therefore, management tends téoheal and localised to each firm,
while control tends to be informal and spans tleugrof family owned firms (Hamilton,

1997, P.264).
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Figure 4.2 Organisational structure of the Chineséanagerial System

Stockholders
The Family
Entrepreneurial Custodial Managerial
Functions Functions Functions
(Jinli)
Selected Family Trusted Family )
Members members Professional
Managers and
Technical Experts

Source: Redding (1991 P.43)

These overlapping hierarchies form around a hanafukey persons in the business
groups into an inner circle. The inner circle cstsiof those few key people toward
whom the principal owner feels that greatest degifeeust and confidence. Ordinarily,
the inner circles of business groups consist of diaers and a few close family
members, but often include long-time business astsc The core group and the
segmentation of firms and managerial positionshim business groups strengthen the
control of ownersand their confidants and lessen the possibility thair centrality can
be challenged successfully (Hamilton, 1997, P.2@6Wwever, when the firm transits into
a larger and more professionally managed firm, tfwsn usually demands the
development of decentralised decision-making arel ddoption of more structured
control system (Redding, 2000, P.36). However, Htami(1997) argues that no matter
what is the firm’s size, family control is the cenbf the Chinese management character.
The question arises here as to whether such mamragestrategy could apply in

subsidiary governance.
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Looking more closely at the outsider manager’sditgon into an insider decision maker,
the major criterion for recruiting people and felexting business partners is ‘personal
trust’ as the first principle. Not only the outsideanagers but also sons and relatives of
the owner have to undergo this same process. Wieatha characteristics of trust?
(Please see 3.2.2. trust). Because society is ggnseen as lacking institutional trust,
the moral strictures are very important to buildspaal webs in order to secure the
business (Redding, 2000, P.43; Redding 1996, P.31hjs, it is to say that non-family
member and ordinary employees often feel as if greyoutsiders, and thus have a low

degree of loyalty and feel a low level of respoiigip(Chen, 2004, P.76).

Following economic development, the business systefthe ethnic Chinese are
combining with outside influences. The benefici@luences have got mainland China
into the global economy and given access to newnogy such as production and
information and managerial practices, which foroegnizational convergence (Redding,
2000, P.52; Child, 2000, P.31). Particularly, agédy North American activity has

become adopted not only in organizations but alsadademic, consultancy practices,

business media and training agencies (Redding,,7948).

It is interesting to note that none of this appeéarshange the most fundamental aspect of
the firm’s familistic nature. For example, Acer @pbased on its original growth on
selling its own brand of computer in the Taiwanesarket but now has operation
worldwide and is one of the largest personal coempobmpanies in the world. Acer’s
employees are encouraged to win shares of compgaal, @nd the company’s emphasis

on employees’ education, training and developmeetentralized decision-making,
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doing its own R&D, and creating its own brand ndmage become highly praised models
for other enterprises in Taiwan. Yet the CEO anthfter Stan Shih still attributes many
of the company’s greatest strengths, especiallystability of its senior managers, to

traditional Chinese culture (Hsu, 1999).

Figure 4.3. The company motto of Acer

Thrift ensures survival

A high, even irrational, level of savings is deBleg regardless of immediate need.
The only people you can trust are famalyd a business enterprise is create
familial life raft.

The judgement of an incompetent relative in theilfabusiness is more nable thar
that of a complete stranger.

Obedience to patriarchal authority is essentiah#ontaining coherence and direct
for the enterprise.

Investment must be based on kinship or clan afbires, not abstract principles.
Tangible goods like realstate, natural resources, and gold bars are pbiéeta
intangibles like liquid securities or intellectyabperty.

Keep your bags packed at all time, day or night.

Source: Hsu (1999, P.191)

Control and co-ordination are important in sustagnithe competitive advantage of

transnational companies and their overseas opesa{ideung, 2000, P.102), in which

expatriates are seen as agents to bridge betweeand@he subsidiarylhus, the next
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section will discuss the model of Chinese leaderahi its application in an organization

in overseas operations.

4.4 Leadership

A Western management writer defines leadershiphas“ability to influence a group
toward the achievement of goals” and we need |Isadecreate visions of the future, and
to inspire organizational members to achieve t®mns (Appelbaum et al, 2004, P18). A
multinational cooperation may adopt different bess strategies in its foreign operation,
which influence its leadership style in the sulasigdi Transferring parent country nationals
(PCNSs) in order to improve information flow betwekeadquarters and the subsidiary
may be in question, because communication betwesple from different cultural
backgrounds can be very difficult and the oppotiufor misunderstandings is usually
high (Harzing, 2001 P.585)hus, Blunt and Jones (1997, P.6) argues thatreustaould

be taken into account, while doing business irecsfiit place in the World.

Using PCNs is a common strategy for internatiotalfiag used by MNCs to govern a
subsidiary (Paik and Sohn, 2004) and normally eiatas occupy in the top position in
the organization to form the organizational cult(®ehein, 1985)Although international

assignments are becoming more and more common maagerial career, real
cross-cultural leadership interaction between eiqtat managers and their local

subordinates has not been much studied (Suutakj 2002 P.415)
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Suutari et al (2002, P. 425) found that Finnishagiate managers actively adjust their
leadership style when they lead their Indonesiaboslinates. The Indonesian
subordinates indicate that they noticed in the fr@gg that the expatriates are different
leaders than the local ones; later the differem@re not so significant. Although Japanese
MNCs extensively use an international staffing tegg of using expatriate managers,
particularly in the car and financial services istlies, they tend to manage people in the
same way in Japan to transfer their competitiveaathge. In some manufacturing
industries, Japanese managers were used to tresigriomanagers and workers in
specific manufacturing processes and techniquegetisas in the corporate culture and
philosophy, so that the primary sources of the diroompetitive advantages could be

institutionalized throughout its operations (Whytket al, 2003, P.646).

According Wu (2004, P.99), top management’s valaes the most important when
formulating HRM policy. As we have seen, Chinesadrship has its historical and
cultural influence from Confucius and Taoism. Thadamental values in the Confucian
system are kindness and justice. Kindness meanhslth@eople realize the fundamental
goodness of human nature, of the right way to lperaon. A benevolent person is not
happy if he is successful or able to understandrtité, while others are not. He feels
obliged to help others to succeed or comprehenchdbkes. From the practice of
kindness and justice, we obtain trust and sociaimbay. Without trust, normal

relationships between people would be impossibden@&ndez, 2004, P.26-28).

Confucian leadership has two aims: self-cultivatiand achieving social harmony.

Leadership is an emergent quality of the charatttat makes others want to follow,
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based on the respect and trust the leader gendratdership originates from within the
person, but this does not mean that one is boim twdse qualities; on the contrary, they
can be acquired through a conscious effort of @glivation and constant learning. In
addition, to be a true leader, one must thereferevitling to work hard and ceaselessly
on the path to perfection. That is the way of tkatgman being defined as the one who
shows superior behaviour, the true reflection f dvi her character (Fernandez, 2004,

P.23).

Confucianism stresses the value of harmony urgidgviduals to adapt to the collective,
to control their emotions, to avoid conflict and teaintain inner harmony. Another
central theme in Confucianism is conformity. Thihg individual is expected to conform
to appropriate forms of social structures and i@iahips and to appropriate forms of
social behaviour (Shaw et al, 1993). For examgle, [eader sets the tone for other
managers in less dominant positions to echo inrgsavith their own subordinates. This
style can also bring with it nepotism and oftenoatdcy. The range of interpretation is a
wide from benevolent paternalism to authoritariami®ower rests in ownership and is

legitimated by father-like behaviour (Redding, 20B@3).

Although power is centred in the leader’s handpigés not mean it is highly controlled in
an organization. Traditional values encourage larleaders to be highly responsive to
employees and develop a relationship with them swoiply control them; therefore,

Chinese managers work as heads rather than le@jessold et al, 2003, P.461). It is a

relation-based leadership style where the leadenafontrols all key information and
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makes all the important decisions. Thus, in refabased governance the information
structure and the decision-making modes of firnesrexrmally closed and centralized (Li

et al, 2004, P.63).

Living and acting in harmony with the Tao is thentzel concept of TaoisnBun-Tzu
thinks the ability of generals is very important.ghod general should possess five
important qualities, which are wisdom, sinceritgnbvolence, courage and strictness.
These desirable qualities of leadership can be tsedeasure corporate leadership. A
corporation is not unlike an army in terms of itganization, and the five positive
gualities of Sun Tzu's leadership are those ned&gesknior managers. Byisdoni, he
means the ability to observe changing circumstaaoésto act accordingly. This quality
mainly refers to the ability to discern and judgeiations. ‘Sincerity concerns the
ability to win the complete trust of subordinatetemms of fairness and trust. He should
be able to establish mutual trust between manageanenemployees. He must be able to
delegate power, while knowing how to tolerate undable mistakes of his subordinates.
It is to say that a leader only gives guidelinesl @oals to allow subordinates to
accomplish tasks flexibly (Pun et al, 2000, P.38l).“benevolence it means that he
should be a benevolent leader, who understandgrtitidems of his subordinates and
cares about their well-being. However, he shouldb®exceedingly compassionate so
much so that he could be easily harassed. &urage”, he should not be afraid of
making risky decisions, but at the same time hetmoismake hasty or reckless decisions.
Finally, a good senior manager should be able nobawe “strict discipline” with his own

example and mete out punishment decisively anly {@hen, 1995, P.43).
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In addition, Confucian and Taoist models of leakdgrsire based on moral influence. The
moral character of leadership is related to intgghionesty and commitment to the work
team (Wood et al, 2002, P.266). Similarly, any matfgob performance that does not
include moral character is likely to be viewed hg Chinese as being incomplete. In the
view of the Chinese, a ‘moral’ worker will also be effective worker (Hemple, 2001,

P.209).

4.5 Cultural Values in Japanese management

It is useful to compare Chinese management withrdage values in order to criticise the
Western idea that there is some sort of unifieddAsmodel’. Although they share a
common background of Confucian and Buddhist iddees; are interpreted in the context
of the Japanese company is very different from @aese one. Japanese MNCs are the
only non-western MNCs, which have been studieds,thtiis worth to insight its
management style, that management style’s migratiah its integration with societal

practices in the subsidiaries.

4.5.1 Harmony

To study Japanese management, we should consgleel#tion to Japanese culture.
Unlike the Chinese idea of harmony, Japanese peirgee on harmony are embedded in
the law. The seventeen articles Constitution, erflted by the teachings of Buddhism,

Confucianism, Shintoism and Taoism, representsranal@ation of the cardinal norm
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Prince Regent Shotoku is said to have promulgat&®4. This begins wittva (harmony)
as the principal rule in Japan. The Japanese leeliet law exists to bring about social
harmony. In response to this harmony, the Japaaesexpected to conform to group
norms (Hayashi and Kuroda, 1997, P. 25, P.134} fbtion of harmony impinges on the
workplace, underpinned by cooperative decision-mgkisingle status and lifetime
employment (Taylor et al, 1994, P.206). This carctmpared to the Chinese concept of
harmony described earlier in this chapter. The ampns are shown in Table 4.2.
Chinese achieve harmony by following nature (Tagismd follow the hierarchy of

family “Wu Lurf (Confucianism).

Table 4.2 Harmony

Japanese definition Chinese definition

Harmony Law (based on Buddhism Social norm (based 0
Confucianism, Shintoism ancConfucianism/ Taoism)

Taoism)

Leadership

The Japanese concept of leadership is differemt fice Chinese. The Chinese are very
individualistic and rationally oriented, while tdapanese are human relations orientated
(Hayashi and Kuroda, 1997, P.118). In a 1993 coatpar study of 1905 Chinese and
Japanese in China and Japan, the respondentstedit@ three most important criteria

they would seek in their leaders (Table 4.3).

10z



Table 4.3 Chinese and Japanese leadership qualities

Chinese leadership Criteria Japanese leader
Young and talented 82 Experienced, senior& respected £0%
Technically competent, superior 7PRespected and liked by followers 46%
Decisive and firm 399 Fair to all followers 41%
Beneficial (profitable) to followers  39%uperior in judgment 36%
Fair to all followers 379 Deals sincerely with co-workers 34%
Work seriously 33% Sincere aboathkv 329
Sincere about work 33 Known & excel in human relations 15%

Source: Hayashi and Kuroda (1997, P.104)

Table 4.3 shows that the Chinese consider a persanith and talent the most important
criterion for a leader, but this is not importaot the Japanese. The respectable Japanese
leader is one who has technical skill and blendslpiwith followers who feel they are
treated with dignity and sincerity. Therefore, laanese define the workplace in terms
of intra-group relations, while the Chinese sessit rationally structured place to receive
maximum profit for their labour, where group retais apply are only the secondary
important issue (Hayashi and Kuroda, 1997, P.1&})-18amilton and Biggart (1997,
p.132) agree that unlike loyalty in Japan, Chinegelty is not to specific firm (please

see 4.5.3 loyalty).
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4.5.2 Japanese Groupism versus Chinese familism

The main theme of Japanese culture is groupisnchnihterrelates the two key concepts
of ie andmura.These two ideas cast Japan as one big family, ichaach member is

required to sacrifice self-interest for the purposgroup welfare. Groupism contributes
the values of hard working and cooperation andptiaetice ofkaisha,a unique Japanese

business group (Alarid and Wang, 1997, P. 602).

A man is classified primarily according to theiogp, which is based on their current
activities rather than the family background (Nakd®73, P.108). Groupism originated
from old agricultural practices. In the wet paddgids, harmonious group work was
needed over specialized division of labour. Japanesanagers make an active
commitment to preserving harmony through intricateial rituals like gift giving,

bowing to superiors, and using honorific languagshow deference (Alarid and Wang,
1997, P. 602). Nonako (1998) statsfience is golden in Japanese organizations’
Because of this notion, they keep their opinionshiemselves, rarely expressing their
true feelings, tailoring their feelings to harmanthem with those of the group (Selmer,

2001, P.237).

Groupism is derived from the rise of teamurai(knight or warrior) class. Theamurai
believed that the group was supreme and the ing&Visl needs relatively unimportant.
This gave thesamuraiclass the values of duty, benevolence, and toletaand the

samurai heritage privileged seniority, the basipm@motion and the primary motivator
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for consensual decision in modern Japanese composate refers to “family”; while
murameans a “wider community.” The ideaiefor muramolded Japanese society as a
concentric circle. In the core of this circle ig tamily, a basite; then the group, a larger
ie, which may be a school class, a university, anleynpg company, or a political party;
and, finally, the nation is the largast (Alarid and Wang, 1997, P. 602 and Nakane,

1973).

For the Japanese, the company is considered damgly’. The management represents
father or elder brothers and the employees are dik#dren or younger siblings.
Employees work hard and form the enterprise ursandicate their loyalty to the family.
In return, large, private Japanese firms practfetimhe employment to take care of their
family members. This unique business practice a@xplavhy Japanese firms prefer to
train new employees themselves rather than outsdumming (Alarid and Wang, 1997,

P.603).

Groupism influenced the structure of large corporet, where a small number of groups
are organized into so-calléckiratzy derived from the idea of a largeuraor ie (Alarid
and Wang, 1997, P. 602), and which a link larged amaller institutions. Each
institution has constant dealings within the arodydiffering institutions, for example,
supplying necessary services around another furatgroup such as between a bank, an
insurance company, an industrial plant, an expogeirt firm, a shipping company and

numerous other related import firm operations, Wwhicight form one group (Nakane,
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1973, P.101)Keiratzualso demonstrate another type of groupism, treiosiship called

parent and sorofakg, such as Toyota and its suppliers (Nakane, 1B710)0).

4.5.3 Loyalty

In Japanese management, subordinates are usuallydatheir superiors and expected to
show their gratitude for them in their total conmmaint and dedication to them and to the
organization (Whitehill, 1991). Flat organisatiorstucture and direct communication
are found to be the advantages of efficient managgénbecause they accelerate the
decision-making process. The Japanese decisiommakocess is frequently referred to
as decision-making by consensus. Although finalisiees have to be approved at the
appropriate level of authority, subordinates knbattthey have had the opportunity to
have their views heard and perhaps influence decisiaking. The process is slow, but
when action is taken, any potential resistancehtange should (ideally) already have
been overcome and collective commitment given @land Wilkinson, 1992, P.52). For
example, Toyota has received 20 million improvemggas through its employee
suggestion programme. New ideas and suggestionsnipprovide inputs and benefits
for producing good quality products, but also mati workers and keep them highly
committed. Moreover, through extensive use of wtekms, members of the firm
contribute their ideas to improving quality and ldung quality into the product (Yang,

1994, P.48).

However, the Chinese tend to generate differerst ton loyalty commitments in their

workforce. Chinese entrepreneurs are more likelyetep their distance from employees



than the Japanese and are likely to promote cotiyeetelations among subordinates
(who may be family members) (Hamilton and BiggdA97, P.132), while at the same

time rewarding them collectively. (This will be ewaned in more detail in Chapter 7)

With respect to Confucian ethics, the (biologidahily is the most important institution
and an elastic concept, which can be expanded mirambed according to need (Oh,
1991). Thus, the Taiwanese management system ésl lmas family ownership, vertical
control and horizontal control. Firstly, in the tieal control, managers are seldom linked
into a large formal management structure beyondfithe In this way the day-to-day
management of firms is separated from the actualrabof the group. Management is
defined as affecting individual firms as well a® throup itself. Control and long-term
decisions remain in the hands of owners and thodeel inner circle, which is consisted
of the (biological) family members and work-parshén deep-rooted relationships with

them (Hamilton, 1997).

4.5.4 Lifetime employment

Japanese management still regards lifetime employagean important factor and one of
its three ‘pillars’, which can still enhance empeg’ commitment in this gloomy
recession era. It seems to represent “redundangyédms such as “early retirement”,
“voluntary retirement” or “employee loan”, but retmg the concept “lifetime

employment”. According to Dedoussis (2001, P.178ce legal restrictions on

employee transfers were removed in 1985, employeaning’ has become quite
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widespread during the current recession, as evetkhy the very high percentage of
companies reporting either temporary or permanamsters of employees to affiliated
firms. “Voluntary” retirement means having to retiin their 40s. Early retirement
schemes, often involving rehiring of retired em@ey by current employers or their
transfer to subsidiaries, appear to have increatsatlily over the last few years. Early
retirees or those re-hired on retirement enjolelisecurity of employment and receive

lower salaries, although their duty and workloafremain the same as before.

For example, many electronic device and computerpamies have announced plans to
reduce their workforce. Toshiba Corp plans to spii its semiconductor and
memory-chip business. The company is planning p ae an early retirement scheme
operating over a limited period to reduce its remmg 7000 positions. Voluntary
retirement is also expected to become a realiatsushita Electric Industrial Co. Ltd.,
which has been a model of Japanese style businessmgament by steadfastly
maintaining lifetime employment of skilled worker¥oluntary retirement will be
recommended for some 80,000 workers aged 58 anaggowvith tenure of 10 years or
longer. The company is prepared to pay the retitrabowances laid down in company
regulations, together with an extra payment of ataximum, 2.5 times the annual salary

(Japan Labour Bulletin, 2002, P.2).

Some evidence shows a continued preference in Japdifetime employment and a
continuing commitment to the lifetime employmeninpiple. Results of a recent survey

of directors and personnel managers by the Japasdultivity Centre for



Socio-Economic Development reveal that almost 9@y of the respondents indicated
that their companies planned to provide workershwabntinuous employment until
retirement. Furthermore, 82 percent characteridetihe employment as advantageous,
while only 18 percent believed it to be disadvaatag (Selmer, 2001, P.238). A
‘corporate lifestyle survey’ conducted by Sannovarsity targeting 526 new workers
revealed that new graduates are seeking greatelitgten employment. The percentage
of respondents who favoured a lifetime employmeat w4.9% (Japanese Institute of
Labour, 2002). However, studies of Japanese emmaoymshow that the segmented
hierarchy of the Japanese labour force, built upamass of subcontractors and temporary
workers, serves to provide job security and welflarea minority employed in large
corporations at the expense of low wages, pooritond and job insecurity for the

majority (Danford, 1999, P.55).

4.5.5 Seniority

Japan retains its seniority pay and promotion systélthough the percentage of
respondents who wanted a seniority system incredge@.5 points to 40% (Japan
Institute of Labour), most companies would not lidcesee younger people supervise

older ones (Selmer, 2001, P.240).

In contract, Taiwanese firms seem to adopt Wegtenformance practices in order to

make themselves more systematic, although Huar@)(20.444) found that outstanding

firms in Taiwan are more likely to appraise thefpenance of groups than individuals.
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The high performance firms may emphasize a relgtiégh level of cooperative,

interdependent behaviours, which leads them tasetroup criteria for job appraisal.

Similarly, growing numbers of companies in Japas explicitly weighting ability and
performance over tenure and age in salary decisBinse the 1990s, some companies
have developed a system of job ability-based wagesparing individual worker
performance over one year with goals set at thenhexy. This system is primarily used
for managers and general managers, not for lowet &amployees (Selmer, 2001, P.240).
Furthermore, changes in the salary system arenm With the development of the
dual-promotion system, which by distinguishing betw management responsibilities
and titles on the one hand and status and pay emttier, aims at making a smooth
transition from seniority and length of service dxhdo performance-based promotion
(Deddoussis, 2001, P.178). However, the percermmdgespondents who wanted work
under a performance-based annual salary systerd@fs (Japan Institute of Labour,

2002).

There is fear that individual merit pay will ruihe Japanese system of team-based
production, where stronger team members assist aveakes for the good of the
performance of the team as a whole (Selmer, 20@40p. Dirks et al (2000, P.531)
found that another factor, which challenges theosen system, is the aging composition
of the work force. This results firstly in a codteet. If older employees receive higher

wages, the average wage level increases when thernpage of older employees rises.
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The second result is what may be called the “jaiecéf How does a company deal with

the problem of having a large number of older caeeeployees?

4.5.6 Industrial relations

Japanese unions are predominantly enterprise-lmaglg to the influence of Groupism.
The turning point was the ‘100-day dispute’ at Misgn 1953, which was won by
management and after which a second moderate ytoobecome Nissan’s present
enterprise union) was installed. Today, the enisgpunion is the most ubiquitous unit
negotiating on behalf of labour in Japanese ingu#tis not unusual for supervisors and
middle managers also to be union representatiiesyrtion can function as a career route
into more senior management positions (Oliver ani#tidéon, 1992, P.55). Furthermore,
trade union law only recognises unions as reprasgtite interests of the employers. The
Japanese have devoted great effort to developcimation in management by using
non-union representation practices innovatively affdctively to structure and expand

employee representation in decision-making (Sel2@01, P.241).

Due to institutional difference, Taiwanese tradé@ns are different from Japan’s. Wade
(1990) and Dicken (1997) indicatéTaiwan has operated strict labour laws... and
labour unions are tightly circumscribed...the rigbtdtrike is prohibited by martial law”
However, since the abolition of martial law in 198ibrkers have been free to organize
unions. Three labour laws - the Labour Union Ldwve Collective Agreement Law, and

the Settlement of Labour Disputes Law - protectrtbbts of workers to organize labour
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unions in order to reach consensus on labour issareb protect their grievances and
opinions. As of June 2000, a total of 1135 indabtunions and 2565 craft guilds had

been formed, representing 2.9 million employeeBanwvan.

4.5.7 Quality

Japanese culture’s tendency to adjust, ratherdbaepting or rejecting, a challenge has
resulted in reform rather than revolution. Theiegisposition is to find a good way to
adjust (Hayashi and Kuroda, 1997, P.150). AgainkM&on and Oliver (1992, P.35)
argue that the emphasis on continuous improvememta$ from the Buddhist “idea of
linear progress, without any limit to possible impement”. This has been true
throughout Japanese history since the Prince Rsgénte-from the Taika Reform
(645-650) to the Meiji Restoration (1868) and tldorms during Allied occupation
(1945-1951). This separates Japan from other ratgrch as China, which experienced
revolutions. It is the practical spirit of kaizemprovement) and not invention that
characterises Japanese industry (Hayashi and Kurb@dv, P.150). It is to say
Japanese management is Zen management, on thénatitethe Chinese management is
Confucian management, which is aimed at becomiegbtsst among ones competitors

(Drucker, 2001).

Adjustment is a characteristic influence in Japartegsining and development programs

during the different stages of career developmEallowing induction, employees are

typically further socialized in an initial trainimfrogramme, the main purpose of which is
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to familiarize them with the organization. Trainiagd socialization continue throughout
employees’ careers, and typically are providedhmjob and involve frequent rotation.
This experience encourages an acceptance of fliéxiland prepares employees for
promotion by giving them generalist training (Olivend Wilkinson, 1992, P.46-47).
Because of job security (lifetime employment), Jegs2 companies are able to pay
particular attention to the in-house training aegelopment of their staff. Knowing that
people are going to be with you for more than yhiyears gives the company the
confidence to train and develop its staff withcwe fear that they will depart to another
organisation. Training does not have to be ruskegderience can be broad (Wickens,
1992, P.29). Job rotation contributes to strong eifeictive work teams, which are the
key to better product qualitfBlue collar workers on the shop floor acquiringeiigctual

skills similar to those possessed by white-collarkers (Yang, 1994, P.49).

4.5.8 Flexibility

In view of the expectation that employees will remaith the firm until retirement,

therefore, recruitment and selection must be afulapeocess. The majority of recruits
are taken straight from college, people who havekea elsewhere generally being
avoided. Since workers are hired not for their fiomal skills, but for their knowledge of

key products and quality issues, hiring criterigpbasize worker attitudes and the ability
to learn multifunctional skills. Job positions areoadly defined (Yang, 1994, P.48).
During the economic downturn in Japan, companiesskashing their annual intake of

new recruits (Dedoussis, 2001, P.178).
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It is worth noting that the traditional system afiing inexperienced graduates from elite
universities is being called into question. An gr&sing number of companies claim an
interest in hiring white-collar and technical wonkewithout college degrees (Selmer,
2001, P.239). Moreover, rapid technological develepts have surpassed the skills of
many experienced workers. The need to fill this gap increased the competition among
firms for promising young workers, not so much heeaof their relatively lower wages,

but because of their adaptability to new technol®@pimer, 2001, P.240).

The variations among management strategies in Teasa likely to depend on company
size. Hsu and Leat (2000) found that large comgamerlaiwan tend to use “transfer”,
“job-rotation” and “employee referrals” more frequlky than do small and medium-sized
companies for managerial, professional posts. Imparison with small firms,

“promotion-from-within”, internal recruitment issd used more often by large firms for

filling vacancies at managerial and professionatle.

The above explains the organizational issues aedlody beyond management. Here,

discussion and comparison with Japanese practigdsgiwe a clearer picture of

Taiwanese human resource management practices.
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Table 4.4 Differences in HRM practice between Taiwaand Japan

Culture value Taiwanese HR practices in Taiwal Japan HR practices in Japan
Seniority  Recruitment From personal connecton € Based on age: “Youn
Friends and Relatives graduates
Management Family members (in small aiBased on age
position medium Sized Co.)
“Promotion from within’

“Recruitment from outsiders f
professional skills (large Co.)

Reward Group reward Age
Loyalty  Lifetime No Average 1012 years long plt
employment alternative redundanc
“Employees  loan”, “Earl
Retirement” and “Voluntai
Retirement”.
Kaizen  Training The core members Induction, In-house training
Development
Groupism  Trade Union Neo-union Enterprise Union
Familism Biological Familism Groupism

Although Japan and Taiwan share the same cultuteredigion — including Confucian
ideology and Buddhism - historical evolution hasagdd their management style
differently. Even though the Chinese and Japanese hhigh collectivism values
(Hofstede, 1991), the Taiwanese seem to be moreiduiclistic than the Japanese. The
Chinese tend to be more relation-based, and lesspgrentred, than the Japanese
(Nakane, 1973). For example, Chinese family ethresalways based upon relationships
between particular individuals such as father ama ®rothers and sisters, parents and

children, husband and wife (Fan, 2000, P.4). Bytresh, Japanese people are always
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based on the collective groups, i.e., members bbasehold, not on the relationship

between individuals (Alarid and Wang, 1997, P. @68 Nakane, 1973).

4.6 Japanese firms in the UK

Japanese manufacturers have been moving overséasreasing numbers, because of
global competition and the strong Yen. In 197148&¢ was a surge of growth followed
by later fluctuations, and since the 1980s therelie®en a steep upward trend. Japanese
investment in the UK began on a significant scaidy an the mid-1970s. Investment
accelerated sharply from the mid-1980s (Oliver aNdkinson, 1992, P.241-243).
Clearly some Japanese practices have been tratsfeery successfully (just in time
production, quality management), but not all oihth& hat’s the big question — what were

the limits to transfer?

The degree of transfer of Japanese managemenicgraeems to vary between industries
and employment sectors (Smith and Elger, 1994,1F.12asu and Miroshnick (1999,
P.716) conducted research in Japan and the UKvesiigate two companies, Nissan and
Toyota. The aim of the personnel management systéissan plant is to create mutual
trust and cooperation between all people withinglaat It involves teamwork where the
management encourages and values the contribubibimedividuals who are working
together towards a common objective and who coatisly seek to improve every aspect
of the business. It aims for flexibility in the senof expanding the role of all staff to the

maximum extent possible and puts quality consciesisras the key responsibility above



all. Japanese firms in the UK have demonstratedcthrmmunications techniques such as
team briefing are both common and established. antdriefing serves to promote
employee involvement and team building is usedctdeare two-way communication as

well as information transfer from management (Dahfd 999, P.59).

The production system builds in quality, and thieistargets are assisted by the fact that
the company gives common terms and conditions gfl@yment to all the staff. For
example, everyone is salaried; there are no tiroekst the sickness benefit scheme,
private medical insurance, performance appraiskesy and canteen are the same for all
(Basu and Miroshnick, 1999, P.716). Elsey and Fanav(2000, P.335) surveyed 240
Toyota kaizen and technology transfer workers ipadaand its subsidiaries. The
white-collar managers are usually sent to overseasplants to acquire experience of
working in what Toyota refers to as “child compaiieAll aspects of kaizen philosophy
transfer into the overseas transplants. A secomdipgioccupies a position midway
between managers and supervisors and focuses amlgeel technical matters of
production. The larger “blue-collar” group compgssupervisor level production line
workers covering all aspects of the Toyota Productbystem (TPS). The kaizen is
embedded into aspects of the organization sucrea@snology know-how and skills
whenever a new model is phased into production afjdstments are required to the

functioning of the Toyota Production System.

The company believes that well-trained and motivgteople are the key to business

success and commitment. It is important for the gamy to value both on-the-job and
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off-the-job training. This emphasis on training h@sulted in a sharp increase in
productivity; the productivity level of the Britisworkers, which at the beginning of the
operation was very low, is now comparable to thAtNessan in Japan (Basu and

Miroshnick, 1999, P.716).

Unlike the auto industry, the Japanese MNCs in Utk electronics industry mainly
operate assembly factories. Research on Japars@ssplants in the UK electronics
industry (Taylor et al, 1994) suggested that Japarieansplants follow the peripheral
style of firms, rather than the core firm; that tisey continue to be subordinate to the
corporate strategies and interests of their papamhpany in JapanDue to cost
minimization strategies in affiliates, Japanesefiras are not transferred abroad since it
is felt that the political, economical and sociahditions do not support them (Elger and

Smith, 1994, P.119).

Taylor et al (1994, P.220) conducted comparisore catadies between two Japanese
electronics MNCs, Terebi and Oki, and British MN&=l found that the pattern of work
organization at the Japanese multinationals revbtlls evidence of many of the
apparently key components of the Japanese mogebddiiction. For example, there is no
JIT at Terebi, so they suggest that this aspetit@brganization of production cannot be
treated as an invariable feature of the way in twhgaccessful Japanese manufacturers
operateThis study suggests that the specific market waati sectoral conditions, and
regional recession have influenced the very unesaaction and adaptation of new
management models and initiatives. Elger and Sifiii98), studying four Japanese

transplants in Telford, reinforce this suggestibattJapanese electronics firms in their
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UK plants offer employees the Ilow-paid, semi-skijleroutine assembly and
machine-minding jobs. Therefore the industry/sesteems to be the key to deciding

which management practices to transfer

Nevertheless, the company and regional differedeasonstrate the possibility of some
management transfer. Danford (1999, P.56) survelmmhnese owned manufacturing
transplants based in South Wales in 199ZFhey found that Japanese electronics
transplants in South Wales support the long-terim gecurity philosophy among
core-workers and the employment of temporary labfeatured strongly. Although
Japanese MNCs in the UK initially, in the 1980sgfprred to recruit school leavers,
many Japanese transplant managers in South Wadéex po recruit younger workers
(under 25) who display some evidence of resporitsileihd discipline, which previously
had been a key criterion only for young womens lta say that earlier, a clear intra-plant
horizontal segregation between male machine opsratworking on automated
equipment and female manual assemblers obtainexdilagy, Oliver and Wilkinson
(1992) indicate that Japanese companies prefeedwit young, unskilled workers,
which is the same as the HRM practices in Japaaddition, seniority is also found in
the transplant in South Wales (Danford, 1999, PE@ny Japanese firms in South Wales
incorporate single status conditions into their Eyyment contract with the purpose of
diminishing ‘them and us’ attitudes and class amt@é&gms. This policy offers employers
clear advantage in terms of management surveillafctae shop floor and reducing
resistance to work intensification. Appraisal ipaiaese firms also demonstrated a mix of

task performance indicators and subjectively agskgsrsonal characteristics, as is found
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in the satei system in Japanese companies in Japarsingle-union agreement is a very
common policy for firms setting up new manufactgrplants. The company production

bonus scheme is paid Japanese-style twice a yaafdl, 1999, P.59-61).

4.7 Summary

Chinese cultural values of Confucianism and Taogtrongly influence HR practices
such as ganxiassociated with recruitment, trust, Sun-Tzu leddpreelated to training,
face related to employment relations and familisithvjob security. The comparison
between Japanese management and Chinese managaahiEates the simplistic nature
of the so called “Asian model” and the complexitfy aultural values related to HR
practices. Taiwanese and Japanese management dosteate in their domestic practice
that there is no single “Asian” model of HRM, foxanple in their different ways of
achieving harmony, Japanese Groupism versus ChiRaselism, and their different
views of leadership. Management transfer in JamaméSICs from Japan to the UK
seems very selective and non-standardized, inauds it does sectoral, regional and
company differences, apparently crucial elementsamsferring management styles from
Japan to UK in the Japanese MNCs. The next chapliefocus on Taiwanese industry
the shaping of Taiwanese MNCs and their internatisation in the US, which will

contribute to forming appropriate research question
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Chapter 5 The evolution of Taiwanese management

5.0 Introduction

This chapter will examine Taiwanese industrial @ednomic development, education
and the trade unions, which have shaped the growilaiwanese MNCs in Taiwan and
then the development of internationalization forvEaese companies in the US, in order

to form a context for examining Taiwanese MNCsha UK.

5.1 Taiwanese industrial development

It is important to understand the historical, ecoi and educational factors behind the
development of Taiwanese MNCs, which have infludnteir management style in

subsidiaries.

The history of Taiwan is a story of both aggravatand miracles. Isolated and poorly
developed, the island had been neglected beforétiecentury. But during the age of
exploration and maritime conquest by Europeamsttiticted world attention because of
its strategic location and natural resources. WiP@rtuguese navigators first came upon
Taiwan in the mid-16th century, they were impresssdthe beauty of its green
mountains rising steeply out of the blue-green vgatd the Pacific and exclaimdtha
Formosa meaning "beautiful island". The island was thnewn as Formosa in the West

for centuries. The Dutch (1624) and Spanish (1628pnized parts of northern and
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southern Taiwan. Taiwan was a Dutch trading ceb&teveen China, Japan, Southeast

Asia, and Europehftp://www.gio.gov.tw 2004).

Taiwan was a Japanese colony from 1885 to 1945 wawdtightly integrated into the
Japanese economic system. Japan did not signlficdavelop Taiwan's industry until
during World War II, military necessity led the dagse to develop strategic industries
there, including aluminium, chemicals, oil refinjnmetals, and shipbuilding. Japan
succeeded in transforming Taiwan into a relativedern economy in comparison with

its neighboursHttp://www.gio.gov.tw 2004).

5.2 Economic development after WWII

Following Japan’s defeat and surrender in Augugt5lét the end of World War I,
Taiwan was retroceded to the Republic of China arolker 25. After having been
occupied by the Portuguese, Dutch, Spanish, Chi(Maachus), and Japanese, Taiwan
was Chinese again. When the Republic of China gowent moved to Taipei in 1949,
Taiwan’s economy was still trying to recover frohretheavy allied wartime bombing.
Much of the US aid was used in the agriculturat@ed he highly successful land reform
program, which was completed in 1953, reduced fands, distributed public land, and
purchased and resold land to small owner (mainmyéas) of large landlords. By 1959,
90 percent of exports were agriculture or foodteglalncreased production and higher

income resulted in low inflation and capital accuation vww.gio.gov.tw 2004).
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A distinctive feature of Taiwan's development washaavy direct involvement in
production through state ownership. Textiles, pdasind synthetics formed the dominant
focus in Taiwan's industrialization strategy fro845 to 1960. Two policies of the 1950s
and 1960s led to the remarkable takeoff of the 397The first was an “import
substitution policy”, aimed at making Taiwan selfficient by producing inexpensive
consumer goods, processing imported raw matedals$ restricting other imports. When
far-sighted government planners realized the ecandwitieneck posed by the narrow
base of Taiwan’s domestic economy, a second pofi¢gxport promotion” was adopted
in the late 1950s and continued throughout the $96&&ing Japan as a model and
employing US advice, the resource-poor, laboumsitee island began to expand light
manufacturing. Export processing zones, free otaueratic red tape and with special
tax incentives, were set up to attract overseassinvent. Soon, Taiwan secured an

international reputation as an exporter to the dv@Vade, 1990).

The world recession of the 1970s, together withttt@ving of the relationship between
the United States and China, necessitated an ifilkehemphasis on export orientation,
which required a high degree of state involvemedctoral priorities included, in

particular, petrochemicals, electrical machinelgctonics, precision machine tools, and
computer terminals and peripherals. Although an leasjs on new technology had
existed since the 1950s, there was now an inteatidn of the drive to upgrade

educational and technological levels in the econ@mgl to move the balance of the
economy towards non-energy intensive, non-polluéind technology-intensive activities

like machine tools, semiconductors, computers, ctetenunications, robotics, and
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biotechnology. In 1973, the government set up theéustrial Technology Research
Institute (ITRI); in 1980 it established the HsincBcience-Based Industry Park, where
foreign and domestic high-technology firms operateclose proximately to ITRI
laboratories and where government is willing toetalp to 49 percent equity in each
venture (Wade, 1990). Taiwan has been the woftdisth-largest computer hardware
supplier since 1995, trailing only the United Ssatdapan, and China. Taiwan's 1,000
computer hardware manufacturers provide jobs far@pmately 130,000 employees,
and their products have a large share of the woddket due to competitive prices and
high quality. In 2001, Taiwan supplied over haltle¢ world’s computers and peripherals

(http://www.gio.gov.tw 2004). In the semiconductor industry, Taiwan semductor

Manufacturing (TSMC) and United MicroelectronicsM@) account for 70% of the
world’s foundry production (a foundry means a mawctidrer that produces chips for
other brands. It symbolises that Taiwan has suidéssransformed from a maker of
cheap plastic toys 25 years ago to a manufactditeading technologies (The economist,

15.01.2005, P.10).

The foreign direct investment sector is importanthe Taiwanese economy. Since the
1970s, foreign firms have become rather more sedscin particular, they have been
discouraged from an involvement in labour-intensnadustries but encouraged to invest
in higher-level activities (Riedel, 1992, P294). ahy Taiwanese companies are making
IT products for other companies which sell themamttheir own brands — a process
known as original design manufacturing (ODM) orgoral equipment manufacturing

(OEM), depending on the amount of creative worlolagd (The Economist, 15. 01.2005,
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P.9). Clearly, the contribution of foreign dirent/estment is not limited to the production
and exports of foreign firms themselves, and thanemore important perhaps is the
diffusion of foreign technology to domestic firmshieh emulate their foreign

counterparts http://www.gio.gov.tw 2004). Taiwanese companies produce a large

proportion of the world’s IT hardware; however, fef the consumers who buy the
products would recognise their names. They are alyniabelled with American,

Japanese or South Korean brand firms. This becoa@soblem when facing the
competition from Mainland China and developing thevn brand. If they develop their

own brand, they will lose the customers for ODM €TEconomist, 15.01.2005, P.9).

The economic structure of the nation shifted fretiance on agricultural exports to light
manufacturing in the 1960s and 70s, and on to leghnology and chemical product
exports in the 1980s and 90s. In 2001, technolatgrsive products constituted about 40
percent of Taiwan’s exports (Financial Times, 252@01). By 2001, the service sector
accounted for 66.96 percent of Taiwan's GDP, agmage very similar to that of many
advanced nations. The total GDP value for the sersector that year reached US$188.3

billion (www.gov.com.tw,200% By the bursting of the IT bubble, in 2001, Tangae

economy faced the first downturn (Financial Timg,1D. 2001) after WWII with GDP
negative 2.2%. But now Taiwanese economy is redathe strength with around 5.9%

of GDP growth in 2004 (The economist, 15.01.200%). P
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5.3 Trade unions

The development of trade unions in Taiwan has leferenced by the massive influx of
Chinese population (including actual or potentialrepreneurs) from Mainland China,
the Communist revolution in 1949 and the greatgrartance of small entrepreneurial
firms in the domestic economy. At the same timewdaa has operated strict labour laws.
Labour unions are tightly circumscribed; the rightstrike was prohibited by law under
martial law, which prevailed from 1951 to 1987.[8cent of employees are members of
unions in Taiwan, and the ratio of unionisationTi@wan is rising. Labour unions in
Taiwan are coordinated by the Chinese Federatidralbbdur, which belongs to the public
sector, to which all unions must belong. Only 24bns (out of 3076 in all) belong to the
Taiwanese Association for Labour Movement, whichamsindependent association of
unions. Those in the Chinese Federation of Labeceive most of their funding from
government grants and hardly ever call strikes. dimen leaders are appointed by the
government, the exclusive jurisdiction clause catdme a tool for enterprises to
establish docile unions rather than a means by lwhworkers can choose to be

represented by the strongest possible organiz@fiae, 1990, Dicken, 1997).

After the abolition of Martial Law in 1987, worketsecame free to organize unions.
Three labour laws - the Labour Union Law, the Gullee Agreement Law, and the
Settlement of Labour Disputes Law - protect théntsgof workers to organize labour
unions, in order to reach consensus on labour ssdoeexpress their grievances and

protect their opinions. As of June 2000, a total 85 industrial unions and 2565 craft



guilds had been formed, representing 2.9 milliorpleyees in Taiwanwww.gio.gov.tw

2001).

5.4 Education

The growth of educational opportunities has sigatftly improved the level of
educational attainment of the labour force. On ager the number of years of formal
education for employed male persons rose from® 2964 to 10.8 in 1988 and that of
employed females from 4.2 to 10.4 during the sameod. It is worth noting that
between 1964 and 1988, the proportion of femalbrteal and vocational graduates in
the labour force rose from 2.2 to 23.5 percentjaytor males, this proportion rose from
4.4 to 17.9 percent. In contrast, the proportionstfdents at collage level or above
increased from 3.8 to 15.3 percent for males aoth 0.8 to 13.8 percent for females
during the same period. The total enrolment ratdefpopulation aged between six and
21 was 93.17 percent. Roughly 238.95 persons feryewene thousand of the total
population were attending an educational institutbd some type. As of the end of 2001,
the national illiteracy rate of the population ouér years old stood at 4.21 percent. The
rate continues to decrease, as the enrolment @atechool-age children remains high

while the number of the illiterate old generatiafis (www.gio.gov.tw 2004).

The impressive improvement in the quality of humasources obtained through
increased investment in education has provided gieeral human capital, but the

job-related knowledge and skills needed by indigidfirms, still depends largely on
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training programs offered by employers. As labauensive industries thrived, the
shortages of semi-skilled and skilled labour becamesasingly obvious. To cope with
this problem, the first manpower development plas ormulated and implemented in
1966. Between 1966 and 1976, nine public trainegties were established throughout
Taiwan to facilitate the training of vocationalitv@g instructors and workers. The total
number of in-service trainees increased steaddyn 54000 persons in 1966, to 203000
in 1980 and then to 223000 in 1988. In 1982, thepleyment and Vocational Training
Administration within the Council of Labour Affairsvas established to unify and
strengthen employment services, vocational traising trade-skill tests (San and Chen,

1988).

When consecutive external shocks hit the economystnof the domestic-owned
enterprises, instead of imposing redundancy, keeir temployees and sent them to
programs sponsored by the Vocational Training Randain job-related knowledge and
skills. To keep businesses running, an agreementreached on a cut in wages and
salaries, with an average reduction in 1974 of écent of the previous year's real
earnings, and of another 10 percent soon theredfés practice, which is, in fact, an
extension of Confucian traditions and which is #&plto family businesses in the
modern sector, proved to be one of the more efficiapproaches in developing
employees’ potential for future utilization as we#ls in ensuring harmonious
labour-management relations, even during periodslamk business. This practice is no
longer implemented in Taiwan and the 2001 economagession led some domestic

enterprises to downsiz&his is probably related to the neglect of tradgiéibConfucian



values and the prevalence of Western rational galuendustrialized society (Wu, 2004).

In sum, Taiwan faced both internal and externalllenges during its first economic
downturn in 2001: internal political issues andeemal competition with neighbors with
cheaper labor - China, a competitor in similar stdes, and South Korea. Taiwanese
MNCs in Taiwan have to search for a new competitislgantage and their government

has to actively cooperate with them.

5.5 Chinese internationalization

The competitive advantages of a Taiwanese firmba@aged not only on its ‘internal
assets’ but also on the resources between firmstauégree of internationalisation. The
network approach has extended a firm’s boundanesdude co-operative modes such
as long-term co-operative agreements, in inter-figtationships. Such a co-operative
form is quite different from purely market-basedat®nships; it is developed around
trust (Zhang and Bulcke, 2000, P.131). The orgéioisal dynamics are very similar in
all family-based networks in Taiwan, whether firare large or small. All firm owners
must contend with intra family organizational cadr(vertical control) and extra family
connections (horizontal control) (Hamilton, 19972%8). This part will concentrate on

patterns of horizontal control.

Hamilton (1997) found that the horizontgluanxi networks were implemented in

production, market and distributioGuanxi forms the organizational backbone of the
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manufacturing sectors of the econor®uanxinetworks provide small and medium-size
businesses with the resources by which to orgapert-oriented commodity chains. It
is analytically useful to make a distinction betwd®w entrepreneurs ugeanxities to
establish horizontally integrated commodity chasrsd how they use such ties to
diversify their assets, for example, when a firmeaterprise group seeks a partnership
with other people or business, the same princigleli@s. Usually, there will be
co-operation with intimatguanxi If they want to make a linkage, it is necessarfirtd

the right person first. The cooperative inter-basgrelationship is primarily based upon
the personal trust between the two major bosses, (K891, P.68). Furthermore, Woo
and Prudehome (1999, P.10) state that it is essd¢atbe aware of the Chinegaanxi
network connections to understand the ins and of@ita deal.Guanxi also implies
reciprocity; its impact on business negotiatiothest it requires assistance or favors to be
yielded whenever and wherever it is requested bgraection. This type of horizontal
guanxiinvestment has the same tone as Japdmege keiretstsuch as Mitsubistwhich

are bank centered, atehd to have more horizontal, inter-industry lin&agvith complex
financial ownership and are descendants of the&Spmond World Wazaibatsu Kienzle

and Shadur, 1997, P.24).

Taiwanese horizontal control through tgaanxi connection is similar to the vertical
control of Japaneseeiretsy but Taiwanese horizontal control is only basedpersonal
trust. The Japanedegyo shudanend to have vertical or pyramid structures in \uttice
subsidiary and smaller companies are subservighetoompanies higher up the pyramid.

In the verticakeiretsusmall and medium sized firms belong to a subcotitrgupyramid
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connected to a majérisha,which can onlysupply to companies within the pyramid. The
relationship between the organizations is keptlstabd there is an obligation for it to be
maintained by both sides. The contract is uneqnahecee main beliefs: first, the losses
from the bad times and profits from the good tisiesuld be shared; second, owing to the
vertical nature of the relationship, the lower mensb profits will be squeezed harder
when the market falls; finally, the higher membstwould not use their bargaining
superiority during a recession to drive lower ordegmbers to the edge of bankruptcy

(Kienzle and Shadur, 1997, P.24).

On the other hand, production in Taiwan is oftegaoized through what is called a
“satellite assembly system”. Satellite assemblyesys vary in terms of the relative size
of the firms directly involved. In general, a groofpsmall, medium and some times large
independentlywned firms join together to produce a product tes been ordered by an
overseas buyer. Each firm will produce a part,rog set of parts, of the final product. All
the parts of the productions are then deliveredrtcassembly firm, which assembles,
paints, packages and ships the final product (Hamill997, P284-285). Japanese intra
firm network is systemized and formal with contseadtowever, the extra-firm network in
Taiwan is based on two bosses’ relationship andultienate exchange of trust and

obligation.

Unlike Japanese MNCs, which have their own brandejanost Chinese business firms

tend to specialize in niche markets within particusectors and industries, they are

unable to produce sophisticated products with angtrbrand name. Most Chinese
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business firm prefer to operate in the interstiokshe trading and subcontract world.
Many of the enterprises in Taiwan specialise intaf the production chains and
international subcontracting networks which areeesally controlled by giant global
corporations such as US or Japanese MNCs (Yeur@f), #1101). For example, firms
like Seagate pull along numerous OEMs and ODMsgidbal supply chains, companies
such as MITAC, like many Taiwanese IT firms, sallfarge proportion of its output to
international brand-name vendors (Brooks, 2000yaBsee of technology integration, the
firm might have to have a subsidiary to establigirtsupply chain in different locations
in the World in order to provide lower costs andgaervice. Such technology change

may affect the strategy of the firm’s internatiasation.

The weakness of overseas Chinese MNCs is lack péreence in the worlds of

brand-name goods, mass marketing and high techpm@lggidenbaum, 1996). Therefore,
the overseas Chinese MNCs might not adopt simiitategyies to the brand name MNCs,
such as Japanese MNCs. There are some studies bas&buth East Asian and

American, which may give us some ideas of how Tagsg MNCs operate.

The empirical studies in South East Asia found Faatvanese MNCs utilize individual

foreign direct investment while expanding theireiign operation and then search and
build local networks (Zhang and Bulcke, 2000, P)1¥Vhen the overseas Chinese invest
in the South East Asia, they implement the samategjy as in parent country. The
extra-firm level utilizes co-operative strategieghich are underpinned by personal

relationships between Chinese businessmen andotdjzipns in the host countries. The
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process of politicizing business through extra-fimatworks and political-economic
alliances is particularly important in many SouthsEAsian countries where there is a
lack of well-defined legal systems and institutibeauctures (Yeung and Olds, 2000,

P.16).

Tsia and Cheng (2002) researching 105 Taiwanesefactaring firms in the US found
that Taiwanese manufacturing firms investing in thmited States adopted a
full-ownership control mode. Similarly, small firms Taiwan take independent actions
when making FDI (foreign direct investment), bugythvery much rely on resources from
networks to support their cross-border operatiangeast initially, compared with big

firms (Chen and Chen, 1998 P.448).

In addition, Taiwanese services industries suctbasking have invested in the US
especially in Los Angeles to provide services fdrinése immigrants. Because the
Chinese have low incomes in Chinatown, they hawblpms in applying for loans from
US banks. Therefore, Taiwanese banks set up sahsslito serve them (Zhou, 2000,
P.138). The IT industry such as computer distrilmitir wholesale is different from the
financial service industry. The Taiwanese immigsafitms in LA are heavily involved in
marketing products from Taiwan by cloning produatsalf of the market price of the
named brands. Since the Taiwanese firms in Taiwan saall, they need to have
sufficient trust from the overseas firms to gramédit. Taiwanese manufacturers in
Taiwan resorted to social relationships to ensaspansible and reasonable behaviour,

first with family ties, then with close relatives friends. The social ties provide them
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with negotiating ground so they can have longeditrer better prices (Zhou, 2000,

P.191-192).

The Taiwanese government has been highly involaeithe economic development and
the case of Taiwanese MNCs’ internationalisatiod encouraged outward foreign direct
investment, by relaxing its foreign exchange andeifm investment regulations
(Mathews, 1997). After 1985, the state has actieelyouraged national firms to relocate
their low-cost-orientated production facilitiesdther countries in the region. Taiwanese
firms have been very successful in globalizing rtteperations beyond their national

boundaries.

The location decisions of MNCs may not simply bewbaccess to cheap labour, raw
materials and markets (Morgan and Whitley, 20081®. The US and UK have been
popular locations for MNCs seeking to establishkdinvith higher education institutions
because of the high quality academic knowledge bBadehe openness of their academic
institutions (Lam, 2003, P.675). Similarly, Makinet al (2002, P.418) found that
Taiwanese FDI tended to invest in developed coemtsuch as USA when they had
strategic asset-seeking and market-seeking mativafiaivanese FDI are motivated to
invest in developed countries when they lacked soamaponent of technology that is
necessary to compete in the developed country'&ehénat is available in the developed
countries. By the end of the 1980s, more than b&lTaiwanese FDI had gone to

developed countries, particularly the USA (Yeun@Q@, P.83).
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A firm’s position in the national network influersets process of internationalization
because it determines its ability to mobilize resea within the network for such an
endeavour. Networks and political-economic allianaee particularly important in many
Southeast Asian countries that lack well-definemilesystems and institutional structures
(Yeung and Olds, 2000, P.16). For example, a domifian in the Japanese Keiretsu
can make the decision amokegiretzumembers to jointly penetrate a foreign market, or
to establish a production system in a foreign locasimilar to the home country (Prasad

and Ghauri, 1995, P.285).

However, companies that used to rely on ethnicepnéneurial networks and on
labour-intensive technology face many difficultimsreaching their targets when they
expand into the highly structured markets in Westauntries (Zhang and Bulcke, 2000,
P.147). Network resources are less important féererg a mature market such as the
United States where institutions to facilitate mtgionalisation function well. However,
since this type of market is well structured andhhi specialized, only firms with
powerful and abundant internal resources are de@lib enter. Taiwanese investors in
the US utilize their own capabilities to build ségic linkages, which refers to business
alliances that enhance the competitiveness of fiamd FDI is seen as an attempt to
acquire know-how that reinforces the strengthshefinvestors (Chen and Chen, 1998,
P.463).Since UK and US are both mature markets, this siggleat Taiwanese MNCs in

the UK may adopt a similar entry strategy and pegsao set up in the UK.

13¢



5.6 Outside influences

Chinese management faces technological, econonaitenlges from both Western and
Japanese MNCs. Firstly, the challenge of Westeflnances: in order to advance high
technology and provide services in the global miatkey have to have leverage and the
capability for research and design. A common respdras been the joint venture, which
may change traditional Chinese management (Weidenp&996). For example, many
multinational companies, mainly from the USA angala set up subsidiaries in Taiwan;
thus, the HRM practices in many local Taiwanese ames are similar to the ones in

American and Japanese subsidiaries in 1965-1985 2004).

Second, economic influence: as Taiwan fatteleconomic downturn between 2000 and
2003, HRM practices changed toward strategic HRM\, ¢vidence drawn from Wu
(2004, P.101-103) from a survey conducted in Taiwar2002 found that the HRM
function in Taiwan changed to a more strategicragon - the role of HR function
integrated with strategy formulation and impleménta processes, which is directly
linked with senior management, and contributedrgaizational performance. In terms
of training and development, it emphasised an ey employees’ competencies and
cross-functional skills. It is interesting to ndtee elimination of job security, with the
recruitment in the past five years shifting frortraatting people to laying-off employees,
due to the economic downturn in Taiwan and compatifrom China. Since Taiwanese
companies had not experienced laying-off employedke past 20-30 years, it is a big

issue. Moreover, the organizational form changedh worganizational structure,



delayering, lay-offs, mergers and acquisitions leaderships. The major companies have
successfully transformed into flatter organizatidaring the past five years through
organisational re-engineering and the organizatitenels being reduced from 10-20
layers to eight layers, as a result the new fornomfanization contributed to better
communication and distribution of power to frondliremployees. Finally, in the
workforce, the performance-based system has bdmduted in some companies with
the intention of increasing the commitment that Vess to the effect of the lay-off policy

(Wu, 2004, P.103).

Third, the industrial influence: unlike the tradiial industry emphasis on recruitment
andguanxias mentioned in chapter 4, a rejection v&gxiin recruitment can be found
in high-tech organizations (Hempel and Chang, 20@33). Finally, management
fashion influence: as the field of HRM introducée idea of HRM and business strategy
integration spread from the USA, organizations awln started to bring HRM issues

into business strategy planning (Wu, 2004).

5.7 Summary

Westernisation continues to shape managementistflaiwvanese HQs, and people may
guestion how much of Chinese management valuesmeifiae empirical research in this
thesis focuses on the cultural factors such as arktwguanx) associated with

internationalisation. The current business envirenimmight influence Taiwanese

internationalisation in the global market, for exdenthe increasing demanding for
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service in different areas of the world. The indpsharacter plays an essential factor to
influence the adaptation @fuanxiassociated with HR practices and the international
strategy. The international staffing strategy alsfiuences the HRM in managing
subsidiaries and it has been widely assumed thiatafi@ase MNCs in the UK adopt the
same strategy (PCN) of Japanese MNCs in the UKausscof cultural similarity. This
research will concentrate on, when they send thairagers to the UK, whether they take
the ‘new’ (Western-style HRM approach) with themtbey operate on the basis of
Chinese management values. Both qualitative andtijative research will be needed to
investigate the management transfer from HQ to ididrg in the era of management

change in Taiwan.



Chapter 6 Method of investigation

6.0 Introduction

This chapter will discuss the choice of the mogtrapriate methodology to examine the
cultural component of international human resounamagement in the Taiwanese MNC
in the UK. Cultural studies research is historicalself-reflective, critical,
interdisciplinary, conversant with high historydatakes into account historical, political,
economic, cultural and every day discourses (Derand Lincoln, 2000, P.157).In
cultural value research, quantitative methods htermled to dominate over other
methodological approaches, as in for example theksvof Hofstede (1991) and
Trompenaars (1997). While these can reveal theacleristics of certain populations,
they do not, on their own, let us understand thammg, which responses have for the
research subjects. In order to overcome this desatdge, qualitative methods were also
adopted in this research. Both quantitative anditgiigse data are used to appraise the

usefulness of this emerging research area.

6.1 Theoretical considerations

Before deciding on the research methods, the retlseaconsidered the philosophical

issues. According to Easterby-Smith et al. (19%1)s unwise to carry out research

without awareness of the underlying philosophicsues. Social research, like other

scientific work, is situated within a ‘paradigm’, stientific tradition. The paradigm
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influences research in several ways, e.g. dataectah and analysis. The way
researchers tackle research problems is derived th® perspective of social science

(Gilbert, 2001, P.25).

6.1.1 Social science research paradigms

Burrell and Morgan (1979) identified four pairs afsumptions- onsubjectivevs. one

objective,in order to look at the social reality. Firstifhet ontological assumptions
concern the very nature or essence of social phenanbeing investigated. The
subjective amominalist approach sees the social reality as the produeshdividual

consciousness-, in which objects of thought areeiyewords such that there is no
independently accessible thing constituting themmzpof a word. On the other hand, the
realist position contends that objects have an independeidtence and are not

dependent for it on the knower.

Secondly, epistemology assumptions concern nahddaams, how they can be acquired,
and how they are communicated to other human beirtgs subjective or anti-positivist
view of knowledge is of a softer, more subjectispiritual or even transcendental kind,
based on experience and insight of a unique arehgaby personal nature. However, the
objective or positivist view is that knowledge iartl, objective and tangible and will
demand of researchers an observer role, togettibrami allegiance to the methods of

natural science.
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Thirdly, the assumptions concerning human natur@ ianparticular, the relationship
between human beings and their environment: thgestivists see individuals as
initiators of their actionsas voluntarism while objectivists portray human beings as
responding to their environment in mechanical wagsdeterminism Finally, the
methodological issues of importance are the cosdégimselves, their measurement and
identification of underlying themes. The objectivapproach characterized by procedures
and methods designed to discover general laws neayeferred to asnbmothetig
whereas, in its emphases on the particular andicheil, the corresponding subjectivist
approach to understanding individual behaviour tm@yermeditdeographic. These four
sets of assumptions, illustrated in Table 6.1, néiffdrent research methods and thus,

influence the choice of methodologies.

Table 6.1. Two traditions of social science

The subjectivist approach to The objectivist approach to

social science social science

Nominalism <«——— Ontology —» Realism
Anti-positivism <€—— Epistemology —® Positivism
Voluntarism <€—— Human Nature ——» Determinism
Idiographic  <4—— Methodology = ——» Nomothetic

Source: Cohen, et al (2000, P.7)

There has been a constant debate between thesedistioctive approaches: the

subjective or objective approach towards methodtatd collection and research strategy
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and the two views of social science that we hase iflentified represent different ways

of looking at social reality (Cohen et al., 2000).

It has been established that quantitative methoglbest for conducting research witlain
positive paradigm (Schwartz and Jacobs, 1979, Rdjording to positivist tradition,
there is an objective, external world that existiependently of human perception, which
is amenable to quantitative measurement. The mseaacquires knowledge of this
world through following a scientific mode of enqusimilar to that found in the natural
sciences. The aim is to develop valid and relisdgs of collecting “facts” about society,
which can then be statistically analysed in ordeproduce explanations about how the

social world operates (Clarke, 2001, P.32).

Each chosen research methodology has a relatassppiiical position within the various
schools. In relation to this there are two mairtincsions (see Table 6.2.), which can be
made between the positivist and subjectivist ompingenological paradigm; the former
uses the deduction, beginning with hypotheses wihige latter follows induction, the
process of finding a case and observing relatimsshnd finally constructing a general

theory to cover all cases (Gilbert, 2001, P.19).
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Table 6.2. Key features of positivist and phenomeimgical paradigm

Theme Positivist paradigm Phenomenological paradigm
Basic Beliefs  The world is external ai The world is socially construct td
objective and subjective
Observer is independent  Observer is part of what |s
Science is value free observed
Science is driven by hum n
interests
Researcher Focus on facts Focus on meanings
should Look for causalty an Try to understand what |s
fundamental laws happening
Reduce phenomena Look at the totality of each
simplest elements situation
Formulate hypotheses ¢ Develop ideas through inducti pn
test them from data
Preferred Operational single conce| Using multiple methods p
method inthe  so that they can be measul establish different views of t |e
research Taking large samples phenomena
Small samples investigated |in
depth or over time

Source: Easterby-Smith et al. (1991, P.27)

The positivism paradigm emphasizes that what imant in ‘science’ is not the sources
of the theories and hypotheses that the scietdigsut with; rather it is the process by
which those ideas are tested and justified thatusial. There are three characters of
positivism; first, the view that, for the socialieseces to advance, they must follow the
hypothetical-deductive methodology used, with susWident success, by natural
scientists (e.g. physicists) such as the experiahemtthod; second, knowledge produced
and the explanations used in social science shHmeilthe same as those proffered by the
natural sciences, for example, A causes B; andlyijrithe above entails social scientists

treating their subject-matter, the social worldjfaswere the same as the natural world
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of the natural scientist (Gill and Johnson, 19936

The classical statement of the subjectivist paradigas made by Weber who made two
fundamental assertions: first, that sociology nuastcern itself with the interpretation of
social action; and second, that it must deviseciabtheory of values since the acts of
valuing and judging are preconditions of socialactMorrison (2003, P.274) indicates
that Weber’s theory of social action may be defiasdhat body of social theory devised
by him in order to make valid judgments about thi@ner states’ of actors in their
actions. By ‘inner states’ Weber was referring te tapacity of the actor to choose
between the means and ends of action and to egefraiBonal’ choice. At the most
fundamental level, this involves the process ofgadisg ‘meanings’ to the given factual
states in the outer world and thus involves subjegbrocesses. Weber promoted the
idealist point of view and its association with thealitative paradigm, the nature of

reality and the role of the researcher.

Therefore, it is crucial to know about the methodital paradigms debate in order to
appreciate why methods and decisions can be higbyroversial. The paradigm of
choices recognizes that different methods are gpiate for different situations. Table
6.3 provides a summary view of some of the strengthd weaknesses of the two

research paradigms.
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Table 6.3 Comparison of strengths and weaknessespzfradigms

ner

nce

9

has

pNS

Theme Strengths WEEVGQERS
Positivist The can provide wide coverage of th&he methods used tend to be rat
(quantitative range of situations inflexible and artificial
. They can be fast and economical They are not very effective i
paradigm) - , I
Where statistics are aggregated from lgrgmderstanding processes or the significd
samples, they may be of considerablbat people attach to actions
relevance to policy decisions They are not very helpful in generati
theories
Because they focus on what is, or what
been recently, they make it hard for poli
makers to infer what changes and acti
should take place in the future
Phenomenol| Data-gathering methods seen more | &ata collection can be tedious and reqy
ogical natural than artificial more resources
L Ability to look at the change in processeénalysis and interpretation of data may
(qualitative , ,
over time more difficult
paradigm)

Ability to understand people’s meaning
Ability to adjust to new issues and ide
as they emerge

Contribute to theory generation

lire

be

Harder to control the pace, progress and

aend —point of research process
Policy makers may give low credibility

results from a qualitative approach

Source: Amaratunga et al., 2002, P.20

6.1.2 A pragmatist paradigm

However, in reality the quantitative and qualitatapproach might not be two extremes

and can be combined (Bryman, 1988, Cresswell, 2008 pragmatist paradigm refers

to “mixed methods” which contain elements of botte quantitative and qualitative

approaches (Tashakkori and Teddlie, 1998, P.5)il&lm Sechrest and Sidani (1995,
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P.77) argue that methodological pluralism is needed should be encouraged. For
example, from the time of Darwin, the study of exmnary biology has been diverse in
methods employed, ranging from distinctly non-quative observation in natural

settings to highly quantitative experiences in gapon genetics (Guba and Lincoln,
2000, P.163). Hence, Holliday (2002 P.33-34) argtieat hypotheses are used in
gualitative research, which investigates a relatigm between several entities. This
essential nature of hypotheses does not have tedtected to the controlled world of

guantitative research. In qualitative research ethean be relationship, which the
researcher sets out to investigate in a systentabeigh not quantifiable way. Strauss
and Corbin (1998) also emphasise on the interpéwéen quantitative and qualitative
data analysis.

Table 6.4. A comparison of three paradigms

Paradigm Positivist Phenomenological Pragmatist
Methods Quantitative Qualitative Quantitative +Quialitative
Logic Deductive Inductive Deductive +Inductive
Epistemology Objective point of view Subjective point of view.  Both objective an
Knower and known a Knower and known a subjective points of view
separate. inseparable.
Axiology Inquiry is value-free Inquiry is value bound Valupkay a large role in
interpreting results
Ontology Naive realism Relativism Accept external reality.
Choose explanations tl at
best produce desir |d
outcomes
Causal Real causes temporallyAll entities simultaneously There may be causal
linkage precedent to or shaping each other. It'srelationships, but we wil
simultaneous with impossible to distinguish never pin them down.
effects. causes from effects.

Source adopted from Tashakkori and Teddlie (1928)P



Table 6.4 contrasts the three approaches with degamethods, logic and epistemology.
In each case, pragmatism rejects the incompagilihi¢sis and embraces both points of
view. The advantages of linking qualitative and mitative data are to enable
confirmation or corroboration of each other viamgulation. Triangulation is a powerful
solution to the problem of relying too much on &nygle data source or method, thereby
undermining the validity and credibility of findingbecause of the weakness of any
single method (Patton, 1990, P.19B). elaborate or develop analysis, providing richer
details; and to initiate new lines of thinking tbgh attention to surprises or paradoxes,
“turning ideas around”, and providing fresh indighQuantitative data can help with the
gualitative side of a study during design by firglen representative sample and locating
deviant samples, while qualitative data can hegpghantitative side of the study during
design by aiding with conceptual development argfrimmentation (Amaratunga et al,
2002, P.23). A mixed methods design is useful e the best of both quantitative and
gualitative approaches and maintain methodologigaur so as measures for reliability
and validity. The reason to choose mixed methodsume according to Kiessling and
Harvey (2005, P.22) the Western style research odethas been predominantly
guantitative, and so may not be fully adequatexfdoge phenomena such as the complex
interactions of culture, institutions, societal mgsr and government regulations. The
mixed methodsapproach contributes to add the ‘fabric’ requitedstrating the depth and
flexibility needed to explore the strategic globhaman resource issueskor example, a
researcher may want to generalize the findingepoasent a population and develop a

detailed view of the meaning of a phenomenon ocephto learn about what variables
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to study and then studies those variables withrgelaample of individuals (Creswell,

2001, P.22).

6.1.3 Approach adopted in this research

For the reasons given above, Tashakkori and Tesldli®98) pragmatist paradigm is
adopted as the basis for the research design snrédsearch project. The qualitative
approach was embraced in this research, becausmtblgical position suggests that
people’s knowledge, views, understandings, intégigns, experiences and interactions
are meaningful properties of the social realityjcliithe research questions are designed
to explore. Secondly, the epistemological posiatows that a legitimate or meaningful
way to generate data on these ontological propedi® talk interactively with people, to
ask them questions, to listen to them, to gainsste their accounts and articulations, or
to analyse their use of language and constructiahisgcourse. Thirdly, most qualitative
researchers view knowledge as situational and riterview is just as much a social
situation as is any other interaction. Finally,dualitative interviews, social explanations
and arguments can be constructed, which lay empbasiepth, nuance, complexity and

roundedness in data (Mason, 2002, P.63-65).

Likewise, adopting quantitative approaches in tlesearch recognises the possible
effects of changes in society over time. There i®ad to replicate earlier quantitative
research in order to try and understand trends.iffipact of the first recession in Taiwan

after 2000 may alter Taiwanese management styladdiition, the samplings in Taiwan



and in the UK were taken into account the spatif¢rénces. Geographical space is a
determinate of human life, in that space represen@dimensional challenge to all

societies and individuals. Physical space existk ianpart determines social life, even

though there is very large scale divergence in sesfrthe how, what, when and where of
this relationship (Haynes, 2001, P.4). Meanwhileargitative data can help with the

gualitative side of a study during design by firgdm representative sample and locating
deviant cases. During analysis quantitative datatedp by showing the generality of

specific observations and verifying new light onalbpative findings (Miles and

Huberman, 1994, P.41).

From the literature discussed previously, there smene controversial problems in
studying MNCssubsidiaries. Firstly, culturalists such as Hafst€1991) conducted their
research based on the societal effect (MauriceQR0® the host country, without
conceming the MNCs parent cultural influence imagement subsidiaries. A point to be
stressed especially is that expatriates can be rianpoorganisational power holders for
determination of organisation structure and managbehaviour. MNCs continue to be
embedded in their country-of-origin national busmeystem (Ng et al, 1998). Secondly,
Smith and Elger (2002, P.1) introduce the idea itht#rnational workplaces reflect the
three-way interaction of system effects, socieffelces and dominance effects. Smith and
Elger’s system effect is a concept based on manufag paradigms and therefore may
not be so visible in the service sector since HoTawanese MNCs may operate in the
manufacturing setting. The system effect may nofooed in non-manufacturing based

international firms. Thirdly, MNCs are mainly frodeveloped countries such as Europe
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America or Japan; however, &iwanese MNCs’ headquarters are based in a demnglop
country, the level of economical development affidutw the headquarters’ work system
may influence managing the subsidiary. Fourthlyiwda has an identity problem in
international society, that is to say that politissues may influence its international
HRM strategy. Fifthly, the continuous westernisatiof Taiwan, affects how much
Chinese cultural values remain and which Taiwameaeagers transfer to the subsidiary

the western style of HRM or the Chinese culturglesbf management.

In studying the role of culture in Taiwanese MN@she UK, the research design utilised
the distinctions, which arose from the discussibouwture in Chapter 3. Culture means
the body of ways of thinking and acting commonlgegated in society, it includes norms
and values. Norms in turn are the accepted meaastoéving values or goals. Values
have a direct or indirect influence on attituded arehaviours. Thus, values are
determinants of attitudes, but a single attitude lo& caused by many values. The beliefs
(culture) of a particular society will affect thestaviour of individuals in the society
(Joseph, 1989, P.5). The major strength of théurall perspective as a whole is its
recognition of the fact that cultural values antitides are different in degree at least, if
not in absolute terms in some cases, from one tyoweanother, the fact that different
cultural groups behave differently under similacaimstances because of the differences
in their underlying values and attitudes, and thmpartant role that culture plays in

shaping work organizations and other social instihs (Tayeb, 1994, P.429).
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6.2 The research design

The research was planned to proceed in four stages:

Stage 1. Questions to be piloted by conductingrvige/s in one or more Taiwanese
companies in the UK

Stage 2. A survey of Taiwanese MNCs in UK aimeadtection of data with HRM
perspectives.

Stage 3. A programme of interviews with Taiwanesmagers for qualitative data and
also to collect additional quantitative data fromitiBh managers and workers.

Stage 4. A survey of Taiwanese managers in Taiwan the list of Taiwanese MNCs in

UK to see if their values differ from Taiwanese ragers in UK.

Essentially, the same questions would be usedtimthe questionnaire and the interview

schedule, to test reliability of responses in the groups, through triangulation.

6.2.1 The survey

Oppenheim (1992, P.12) identifies two types of synthe descriptive indicates how
many members of a population have a certain opiwbile the analytic answers the
“why” question. The descriptive reason for carryiogt the survey was the need to
measure the characteristics of the Taiwanese MNQGkd UK because of the lack of

empirical evidence on the Taiwanese MNCs in the UK.
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The research questions were targeted at four groupgormants (Taiwanese managers
in the UK, Taiwanese managers in Taiwan, Britismagers and British employees in
Taiwanese companies in UK). The object of the goesaires for Taiwanese and British
management was to compare the variable of nationdture in international

organisations, based on management attitudes.drhparison between British managers
and British employees in Taiwanese companies coafdribute to identify the British

national culture’s influence on work attitudes m iaternational setting. In addition, the

guestionnaire to Taiwanese HQs could reveal Taisanerk attitudes.

Surveys can measure attitudes about certain isEhesterm “attitude” can be defined as
a tendency to respond in a consistently favouralblenfavourable manner towards a
specific topic, concept or object. Our attitudes arfluenced by our beliefs. Attitude

measurement often involves asking respondentausotjhat they feel about a particular
object, but what they believe about it. One ofrin@st commonly used methodologies for
measuring attitudes (certainly in survey reseaishhat of Likert scaling (Miller and

Brewer, 2003, P.12-13). The Likert scale was adbjriethe survey partly because the
reliability of Likert scales tend to be good andtlyabecause of the greater range of
answers permitted to respondents (Oppenheim, 12900). Because a moderate Likert
item will be rejected by all respondents positiomemdl below it or accepted by all those
well above it (Gilbert, 2001,P.112), neutral resges are not allowed, so a four-item
Likert scale was used, featuring respectively, reglp disagree, disagree, agree and
strongly agree. The same questions were utiliseatiarsurvey and the interview, as the

survey could provide information to represent tbpydation and the interview could give

15z



insight into the meaning of samples.

6.2.2 Validity and reliability

The validity and reliability of the approach must bonsidered, as follows$nternal
validity establishes a causal relationship, whereby cectanditions are shown to lead to
other conditions, as distinguished from spurioutati@enships. The best available
approximation of the truth or falsity of a statemesth which we infer that the absence
of a relationship between two variables is causahat the absence of a relationship
implies the absence of a cause (Yin, 1994, P.3#;dlh and Guba, 1985, P.290). Internal
validity threats are experimental procedures, tneats, or experiences of the participants
that threaten the researcher’'s ability to draw exrinferences from the data in an

experience (Creswell, 2003, P.171).

External validityestablishes the domain to which a study’s findregs be generalized; the
main tactic is using replication logic in multipd@se studies and questionnaire survey. By
means of replication, a theory can be tested anseoo even more times and the same
results should occur (Yin, 1994, P.35; Lincoln &aba, 1985, P.291). External validity
threats occur when experimenter draws incorreeramfces from the sample data to other

persons, other settings and past or future sitasitiGreswell, 2003, P.171).

Construct validityestablishes correct theperational measures for the concepts being

studied (William, 2003, P.3). Regarding the use nailtiple sources of evidence,
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triangulation allows an investigator to addresscaber range of historical, attitudinal, and
behavioral issues. The most important advantageepted by using multiple sources of
evidence is the development of converging linegqaiiry. This research was designed
with data triangulation and methodological triaregian. Data triangulation was applied to
use different data sources, such as questionnawveysand interview, secondary data and
so on. Concerning methodological triangulation, tesearcher used different kinds of
methods to carry out the study, such as a quawétahd qualitative mixed method (Patton,

1990, P.464).

Reliability demonstrates that the operations of a study, ssclth@ data collection
procedurescan be repeated with the same results. Relialidligssentially a synonym for
consistency and repeatability over time, over ursgnts and over groups of respondents.
For research to be reliable it must demonstrateiftitavere to be carried out on a similar
group of respondents in a similar context, thenilamnesults would be found (Cohen, et
al, 2001). Mason (2002, P.187-188) argues thatb@ession with reliability, which may
occur precisely because it can apparently be “medSunappropriately overshadows
more important questions of validity, resulting & nonsensical situation where a
researcher may be not all clear about what theynaeasuring (validity), but can

nevertheless claim to be measuring it with a gileat of precision (reliability).

For reasons that will be outlined below, the sizéhe sample in this research was quite

small. As this did not allow the normal Cronbaclpl test for reliability (the results
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would not have been significant), the techniquesgfiared Euclidean Distances was

adopted to amplify the data; this will be explaimadre fully below.

The validity of the postal questionnaire can beesssdrom two points. First, whether
respondents who complete questionnaires do so aetyrand second, whether those
who fail to return their questions would have gitee same distribution of answers as
did the returnees (Belson, 1986, P.534-535). Iranetgo the validity of the interview,
however, there is no single canon of validity; eatithe notion of fitness for purpose
within an ethically defensible framework shoulddsopted, giving rise to different kinds

of validity for different kinds of interview basedsearch (Cohen et al, 2001, P.286).

The methodological pluralism should minimise theadivantage of the quantitative and
gualitative methods. Silverman (2000, P.7) sugg#sés triangulations refers to the
attempt to get a “true” fix on a situation by comhbg different ways of looking at it or
different findings. Strauss and Corbin (1998) adteccombining qualitative and
guantitative approach to grounded theorising agans of validity. Table 4.5 shows what
sorts of things the researcher in each paradigmisneée consider while designing

research.
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Table 6.5. Source of validity

Quantitative research Qualitative research

Details of the population (in samples) Choice a@figlcsetting
How it represents the research topic in its role in
society

How feasible (e.g. access)

How substantial (e.g. duration, depth, breadth)
What sort of questions (in survey questionnaires) hoi€ of research activities

How they suit the social setting

How appropriate to researcher-subject relationships

How they form coherent strategy

Which statistics Choice of themes and focuses

How they emerged

Why they are significant

How far they are representative of the socialregtti
The composition of groups (in experiments) Overpted to articulate a judicious balance

between opportunism and principle
Which variables are being included and excluded
What groups we are exposed to in experiments

Source: Holliday (2002, P.8)

6.2.3 Data collection

The analytic surveys were followed by semi-struetiiinterviews in order to understand
the “meaning” of the responses which related tducal The semi-structured interview
asks major questions in the same way each timaslitge to alter their sequence and to
probe for more information (Gilbert, 2001, P.12%he questionnaire was designed in
English for British employees and then the samestpmnaire was translated into
traditional Chinese for the Taiwanese managemetiienJK and in Taiwan. As will be
explained later in more detail, the questionnawmaststed of theory-driven questions.
They are based on the researcher’s theoreticalopitigms, in the semi-structured
interview, the relations formulated in these quesiserve the purpose of making the

knowledge of informants more explicit (Flick, 199884; Silverman, 2000).



The advantages of survey design are that the iIgedst can reach a large number of
respondents with relatively minimal expenditure;siagle instrument can measure
numerous variables, and statistical manipulatiomnduthe data analytic phase can permit
multiple uses of the data set (Depoy and Gitlin94,9P.117). One-way to carry out
guantitative research is that the census includes/anember of a given population. The
other way is to take a sample, a subset of thelpbpn-usually with the implication that
the subset resembles the population closely orchayacteristics, which for the national
census is representative of the population (Sagsk¥99, P.6). Taiwanese MNCs in the

UK do not have a very big population thus a cetikessampling strategy was adopted.

In order to obtain a list of Taiwanese firms in thk, the Taiwanese representative office
in London was contacted by email. They forwardeslémail to the Taipei Trade centre
in London and a five-pound cheque was requiredHerlist. In February and March of

2002, the standard questionnaire had been semettendred and ninety six companies
in order to gain access to do face-to-face intarsi@and accumulate some information
about the company size and sectors. However, thponse rate was very low, 27

companies responding to this survey, and only elesmpanies at first agreed to the
survey. The most likely explanation is that in (3sa culture companies tend to be
limited to family members and relatives and areemely suspicious of outsiders asking

guestions (Hampel and Chang, 2001, P.81).

The researcher and supervisors initially selecteders companies to conduct the
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interviews, in order to discover the location of MRtrategy (e.g. in the UK, in Taiwan
HQ) affects the HRM practices in the subsidiarysltommon to select samples, which
are representative of the total empirical poputatihich display characteristics (usually
identified as ‘variables’ like age, gender, ethtyicclass in a population of people) in
similar proportions and patterns to the total papah about which you wish to make

generalizations (Mason, 2002, P.125).

Unfortunately, initially only one company was wilfj to take part in the research by
interview and this pilot study was conducted ineJum 2002. Qualitative researchers
often report considerable difficulty in getting ass to organizations for in-depth studies
(Bryman, 1992, P.161). According to Fielding andiitas (2001, P.125), many studies
begin with ‘pilot interviews’, to gather basic imfoation about the field before imposing
more precise and inflexible methods; this is whiemiews are the most often used
research method. Such interviews use a broad tppite with as few direct questions as
possible. The flexibility of non-standardised methds a major attraction and many
influential and sophisticated analyses have besedantirely on interview data. Thus,
this interview was regarded as a pilot study tongsome general information about
Taiwanese firm in the UK. The interview scheduleswlasigned for Taiwanese managers,
British managers and British workers by asking sajnestions. The content of the
schedule very briefly asked about the human resaichnique and what kind of cultural

difficulties they encountered.

So far, only one company had accepted the intervisweording to Bryman (1988,



P.88-90), many qualitative researchers themsehgsday unease about the extent to
which the findings are capable of generalisatiogiond the confines of the particular
case (Silverman, 2000). So, the researcher hadcesa more cases in order to represent

the Taiwanese MNCs in the UK.

In the early September 2002, the researcher sén¢rmoail to another two companies,
which promised to take part in the research. Theree still not enough cases, thus,
guantitative survey needed augmenting to expandi#t@ Thus, the interview schedule
was refined in the following stage so as to impletimth the qualitative and quantitative

approaches.

In February 2003, the questionnaire was redesigoed aivanese managers, British
managers and British non-managerial staffs. Theareber considered those factors,
which might have affected the response rate; orseth@56-item questionnaire; the other
is the three set questionnaire for a firm. Becdlmevan is a network society (Hamilton,
1997), and the questionnaire is for the Taiwanesesigiment a covering letter might
increase the response rate. The Taipei representatEdinburgh was invited to draft a
covering letter for the research when the reprasest visited the Taiwanese society at
Stirling University. In addition, another middlemstudying at the spots studies helped to
gain a covering letter from the managing directbth® Taipei representatives in the
Economic division in London. As a result, some fiviewv companies were persuaded to
participate in the research. Since Chinese so@edgen as mistrustful (Redding, 1995),
it is important to have the letter from the Taipspresentatives in London to demonstrate

the researcher’s quality such as the confidentialitdata management. Here it was very
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important to have a middleman who could introdube tesearcher to the Taipei
representative officers, because the Taipei reptaee officers trusted the middleman’s

recommendation.

The questionnaire was sent to 15 companies in @wbthith the covering letter from the
Taipei representatives in Edinburgh, and to 92 comgs in England and Wales with the
covering letter from the Taipei representativekandon in February and March 2003 by
post. The questionnaire for the Taiwanese HQ wasna@d to be sent out by email. The
rapid development of the World Wide Web has lifthé restrictions of geographical
boundaries and opened new research horizons. Tdearsher now can engage in
research on a worldwide, low cost, almost instagtas scale and according to more
favourable reports, reduce the impact of instruaddnises such as the race or gender of
the investigator. The Internet provides a mediunenghy the researcher has access to a
world of behaviour and ideas (lllingworth, 2001,5P. However, the researcher
encountered difficulty in searching for Taiwanesdl®& on the Web, possibly because
the Internet providers such as Yahoo charge corapaifithe company intends to be
seen on the search list. The researcher only fdihdcompanies and received 3
guestionnaires back. Postal and email surveysikeéy lto have lower response rates
(Blaxter et al. 2001, P.179), therefore the dathecting strategy had to be changed.
Companies were in two sectors: IT industry andrioia service firms, because (a) they

represent Taiwanese companies in the UK, (b) thghthprovide a contrast in styles.
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6.2.4The research plan alteration

It can be seen from the above discussion that spoldems occurred while conducting
this research. Firstly, there was a problem of iggiraccess to collect quantitative and
gualitative data, since the postal survey did raveha good response rate (10%) and plus
only four companies had agreed to be interviewedo8dly, another difficulty was to get
permission to interview British managers and Britesmployees. This may be because
the researcher needs access to people, many of wilbmorry about why he or she is
‘really’ there or whether he or she is ‘really’ ggito evaluate their work. Such worries
are common, particularly during the early days he field (Bryman, 1992, P.163).
Thirdly, the lesson from the pilot studies was thatame card may help to win trust in
the interview. Fourthly, gifts may assist to attainre cases through informants. Finally,
time management, since the interview companies weiengland and travel distances
were limited there was not enough time to interviemployees. The companies in
Scotland did not allow the interviewing British na@ers. Therefore, the plan was altered,
primarily to anywhere Taiwanese expatriates weterurewed and British employees

filled out the questionnaire.

Bryman (1992, P.161) stated that qualitative redeas often report considerable
difficulty in getting access to organizations fardepth studies. Thus, he suggested that
intending researchers should not be chary aboutoging an opportunistic approach.
Sometimes, friends or relatives may be able to $im@access. Part of the Taiwanese

headquarters’ data was obtained through the udeewfds and relatives. In addition,
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offering a report can facilitate the approach tmpanies.

To gain more cases, the researcher phoned up da@manese FDI in the UK, which
produced a few more cases. They accepted to tpketan the research because of the
government official letters. The interviewees woalkk about the relationship between
the referees and the researcher in the field. Theyght the researcher was the relative
of Mr. Chen, who was the managing director of tla@vhnese economic division in the
London office, owning to the same last name. Undedily, the reference letter from
Edinburgh was the most helpful and powerful; it teitnuted to access into most of the
Taiwanese FDI in Scotland. As will be explainectah more detail, gifts also helped to

achieve more cases.

Furthermore, keeping in touch with the intervieweestributed to the data collection
owning to the networking characters of Chinese feeqfiRedding, 1995). When
Taiwanese HQ data was difficult to get, some inewees, who had been interviewed
before, were very helpful in gaining data from Hgaving lunch with an interviewee’s
family can bring a few additional cases as well, the researcher does not recommend

this strategy.

6.2.5 The role of the researcher

The researcher was the primary instrument for ifldviork data collection and analysis

in this study. As Silverman (2000) point out, dataalysis does not come after data
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gathering; it is done at the same time. The rebeag role in the process of data
generating was highly active and reflective. As ttady includes fieldwork, the
researcher had to be close to the people, to raberd opinions in the business-setting
environment. The research is analytic in that #searcher was interested in process,
meaning, and understanding gained through wordsicélethe researcher’s role in
generating information was not merely practical butolved activities, which were

intellectual, analytical and interpretative.

In addition, the researcher’s identity and undewditey of the culture can help data
collection. The researcher came from the same gpastthe MNC’s HQ, which could
help identify the “right” cases for the researclr [Example, Smith and Elger (2002)
researched Japanese firms in Telford, however, shaenple including a Taiwanese MNC
Tatung. They may not have generated reliable thdmyause they included a Taiwanese
firm to generate a theory about Japanese firmhenUK. Therefore, it is important for
researchers to have certain knowledge of the c&®amunicating in the respondent’s
language is of paramount importance, because #pomeent may not be able to fully
express his or her ideas in an unfamiliar languitggeover, speaking the same language
as the respondent helps to establish a good ragfpsang, 1998, P.511). Ideally, to
minimize the risks, there should be a ‘cultural @etpwho is a native researcher on each
site to support our data collection and providemitl culture-specific information. The
‘cultural expert’ should also help in the transdatiand interpretation of documents.
When analysing and interpreting the English trapseithe researcher is also trying to

involve a linguist in the English language (Mat999, P.284).
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It is important for the researcher to understathdati The business card is very important
in face-to-face communication in the Chinese bussingorld. It is not only to show

your social identity but is also a communicatiomltoNhen the researcher and the
Taiwanese management exchanged business cardspnirersation started from the

name on the card, for example, people may sayriyatolleague’s daughter has the
same name or the good meaning of the name... etch$iress card could help shorten
the distance of two parties and it also can disfiagpect” by putting the name card on
the table during interview. It is worth stressimgtttwo phenomena are marked on the
gift issue. Gifts show appreciation for taking partthe research and also can help in
accessing more cases. Some interviewees accepegifth because they accept your
appreciation. The other received the gifts andrnetth your favour by providing more

cases.

It is necessary to appreciate the respectable wgperThe Chinese say “you should give
a favour to monk, because of Buddha'’s face”. Tupmesvisor's status can help to gain
access in the field. The middleman had good fapulitical power. Before he helped me
get a letter from the Taiwanese government officethe UK, he investigated the
supervisor's social status. Luckily, he was thedhe& department, is a well-known
scholar and surprisingly, he used to supervisenrtitgelleman’s spouse in the MSc HRM

course.
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Guanxiis crucial in conducting this research. The mamgglirector in the economic
division in London helped this research becausthefmiddleman’s family connection
with the ex-prime minister in Taiwan. When the raging director wanted to quit his
job to study for a master’s degree in the US, trenér prime minister was his superior,
thus, he assigned him to the US and he could wudkséudy in the US, without worrying
about finance. Based on reciprocity, the managinectbr was very pleased to help this

research.

6.3 The construction of the questionnaire/interviewschedules

Questions were designed to discover the influefitlesounique Chinese value gfianxi
Other cultural questions borrowed from the cultstal (Hofstede, 1991; Laurent, 1983
and Trompenaars, 1997) will be used to test whellawanese values fitted their
theories, because some researchers suggest thatn€se employers’ values are
changing toward a more Western style (Sparrow andM98; Ng and Warner, 1999 and
Hwang, 1987). The outcome of culturalist questioastributes to clarify the debate of
convergence or divergence in management in intemaltorganisations. According to
Fielding and Gilbert (2000, P.7), a good stratedyew testing theories is to aim at
falsification, that is, try to find data, which nhigshow the theory to be false. The other
guestions also discover the extent to which theagars’ attitudes were reflected in the
companies’ HRM practices. General company inforomativas requested to give a
picture of Taiwanese FDI in the UK, such as the nenof expatriates, composition of

employees in respect to gender, full/part-timeatmn, and history (5 items); this data

16¢



would also provide information on expatriate stggtand test Perlmutter’s theory (1969).

The discussion in Chapter 4 indicates a strongilpiiss that Chinese cultural values
may influence the approach to people managememabyanese managers in the UK. It
was therefore felt necessary to construct quesdiomnitems to test this. However,
because some researchers (Sparrow and Wu, 1998n#igVarner, 1999 and Hwang,
1987) allege that Taiwanese management valueshameging toward a more Western
style, some general HRM questions were deploydddiothe approach to HRM and any

associated dominance effect.

6.3.1 Cultural values

To test the observations made in Chapter 4, thatetlare certain key socio-cultural
influences on the development of management petti€hinese society such gisanxi
faceandrenqing a number of questions were taken from the workafstede, Laurent

and Trompenaars).

Hofstede’s study is the only large-scale cultuederarch, which includes Taiwan. In
addition, Hofstede’s questionnaire has been udlliz® later cultural researches, for
example Hsu and Leat’s (2000) research on Taiwamesmiitment and selection.
According to Hofstede (1991), Taiwanese nationdiuce is categorised in large power
distance, weak uncertainty avoidance, and collscty Hofstede’s dimensions,

augmented by items from Trompenaars, Hall and Lrdwrere used test attitudes towards



authority, hierarchy, rules, and interrelationshifhin an organisation.

Power Distance

Power distance implies preferences for hierarchmalutions, which is related to
preferences for high/low employee participation appraising, compensating and
training choices, and age/achievement as detertsinfan the appraisal system and
closed/open procedures on staffing choices. In tddéss work it appeared that
self-ratings by managers closely resembled thestiiese managers preferred in their
own boss; but not at all the styles the subordsatehese managers perceived them to
have. In fact, the subordinates saw their managefast about the same way as the
managers saw their bosses (Hofstede, 1991, P.B8)pilot study had revealed that Mr.
Yang, the managing director’s, preferred manageragie and his actual management
style, surprisingly, were different. By comparinget responses of the Taiwanese
managers and their British managers it was hope@termine how people management
practices were actually implemented in the orgdioisa [Question 11 in Taiwanese

managers’ questionnaire]

Borrowing from Hofstede, the three survey questi@isestions 6-7] used for testing the

degree of power distance were:

1. Subordinates' perception of their boss's actlegision-making style (percentage

choosing out of four possible styles plus a 'noftb@se’ alternative).
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[ ] Manager usually makes his/her decisions promptty @@mmunicates them to his/her
subordinates clearly and firmly.

[ ] Manager usually makes his/her decisions promptly,iefore going ahead, tries to
explain them fully to his/her subordinates. Givenththe reasons for the decisions
and answers whatever questions they may have.

[ | Manager usually consults with his/her subordinalbefore he/she reaches his/her
decisions. Listens to their advice, considersnd ghen announces his/her decision.

[ 1 Manager usually calls a meeting of his/her subaaitiis when there is an important
decision to be made. Puts the problem before tlmrand invites discussion.

Accepts the majority viewpoint as the decision

2. Using the same four options, their own decisitaking style (Taiwanese/British

managers see themselves).

Uncertainty avoidance

Uncertainty avoidance is about human behaviour #mel environment which is
associated with the preference of formal/informgdtem of HRM, training choices,
promotion from within policies, explicit/implicit realysis upon the job itself and the
procedure to do the job, criteria for parasailitngices, standard/flexible compensating
package and high/low job or employment security. the questionnaire, two of

Hofstede’s uncertainty avoidance questions are ogedl The question on 'rule



orientation:Company rules should not be broken even when tipdogee thinks it is in
the company's bestising a mean score on a 1-4 scale from stronglgeaty strongly
disagree [Question 9], and the question on intantm stay with the company for a
long-term careerHow long do you think you will continue working fitis company

[Question 4].

In addition, two questions from Laurent (1988)re deployed to measure the
Uncertainty dimension’t is important for manager to have at hand peianswers to
most of the questions that his subordinates magerabout their worland if you want a
competent person to do a job properly, it is oftest to provide him or her with very
precise instructions on how to do {fothusing amean score on a 1-4 scale of strongly
agree/strongly disagree Both questions indicate a horror of ambiguity ancead for

precision and formalisation in countries with sggamcertainty avoidancfQuestion 9]

Individualism and collectivism

The individualism/ collectivism is related to intat/external equity on compensating
choices, individual/group criteria on appraisindiges, individual/group orientation on
training programmes, and open/secret pay levedsrmiioyees (Sparrow and Wu, 1998,

P.32-33).

Trompenaars (1997) prefers universalism/particsmaras a means of distinction between

‘our group' and 'other groups'. To test the degfdleis, the schedule used Trompenaars’
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guestions

‘Which kind of work organisation do you prefer? Buene works together in a team and
no one gets individual credit or reward/Everyonaliswed to work individually and
individual credit can be received/Everyone worlgstiher in a team but individual credit

can be received[Question 2]

‘If a mistake was discovered which had been caugethé negligence of one of the

members of a team, when would you see the respligdinng?’ [Question 3]

Hofstede borrowed Steven’s questions for the moadlisdsganization:

‘People see their organisation in different wayitit of these images is closest to how
you see your organisation? A market/A Family/ Alvegéd machine/ A Pyramid/ A

sports team[Question 5]

Time context

Hall (1967) develops high/low context and then digye a polychronic/ monochronic
dimension. The researchers, Bluedorn and Solocqi®#9) found polychronic culture
was related to organisational commitment, perforrearevaluation. To test the
importance of time concepts such as monochromisugepolychronic time (Hall, 1990)

and sequential or synchronic time (TrompenaarsHardpden-Turner, 1997) items from
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Bluedorn et al. (1999) and Kaufman et al. (1991)emesed, which have been tested in
several researches, e.g. Slocombe and Bluedor®)189reement/disagreement on a

1-4 scale was requested with a series of statements

(1) I'would like to juggle several activities attkame time.

(2) I believe it is best to complete one task lehwginning another.

The questions borrowed from Trompenaars (1997 Op.ave:

(3) Employees will feel rewarded and fulfilled lh#&ving planned future goals as in

MBO (Management by objective).

(4) An employee’s current performance should bgéaldn the context of their whole

history with the company and their future potenft@liestion 11]

6.3.2 Taiwanese HRM

The culturalist authors were concerned with idgmtd generic cultural variables and so
did not consider aspects of Chinese culture spadlfi Therefore questions had to be
constructed to test for the influence of the caltwharacteristics discussed in Chapter 4.
The hiring process in a collectivist society sushTaiwan always takes the in-group into
account. Usually preference is given to hiring treés, first of all of the employer, but

also of other persons already employed by the campaChang and Hempel (2002,
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P.92) also confirm that Taiwanese companies emphaperson-organization fit,
believing that most people either have or can aeqob-related knowledge and skills,
provided that they have the right attitudes anavétl within the organization. This belief
is a manifestation of the Chinese emphasis on haynrorelations. This is interestingly
similar to the current Western trend towards emgzireg person-organization fit instead
of person-job fit. Currently in Taiwan personal eeanendations are relied on as the
primary means of ensuring fit. Consequently questizvere constructed which ask for
agreement/disagreement (on a four-point scale avitlumber of statements, designed to
measure the extent to which the above charact=istere expressed by Taiwanese

managers in the UK:

(1) | prefer to recruit someone who has been recenaded by friends/ colleagues/
superiors

(2) Recruiting someone recommended by friendskaglles/ superiors will result in
higher commitment to the company.

(3) Recruiting someone recommended by friends/ colesigsuperiors will result in

higher commitment to me as manag@uestion 13]

As noted in Chapter 4 the most typical businesamgation found in Taiwan is the
family business, in which the primary decision nrtakbe owner generally mistrusts
people outside the family and thus tends to adsignly or extended-family member to
key positions within the organization. The questiould you say there was an inner
circle in your organisationQuestion 1] was designed to assess the degrehith this

management style had been exported to the UK.
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Because job descriptions and organizational claaetisinknown in these firms, the rights,
authority, and responsibilities of employees arterofleft unspecified and therefore
ambiguous. Employee performance is evaluated orulgecive basis rather than

objective standard, and everyone is expected towothe owner s with little or no

guestioning (Hwang, 1987, P.966). However, them myw many Chinese business
organizations that have adopted Western manageprenedures, including clear-cut
rules for both management and employee functiond @ enforcement thereof;
delegation of both responsibility and authorityyvelepment of long-term and formal
planning; job descriptions that | specify each ewpk's responsibility for a given
domain of work; action of performance in accordamgth standards evolved from the

foregoing; and, finally, stipulated rewards or mhments derived from that evaluation.

Zhu et al. (2000, P.35-36) found that Teamwork traslitional roots in the Taiwan
cultural context, particularly given the influenoeConfucian values of collectivism and
harmony. Local family owned small and medium firmgarticular featured teamwork,
multi-tasking, quality control and new technolobut this was also found in local large
enterprises. Two questions [Questions 8 and 2¢wlesigned to monitor the extent of
team working and respondents preferences with detgaream and individual effort and

reward.

Huang (2001, P.68) found the training expenditureTaiwanese firms is lower than
Japanese and US firms. Zhu et al. (2000, P.36)dfdhat most firms pay attention to
training, which is more directly linked, to the dseof production. As for the large

Taiwanese private enterprises, they normally eistabdxchange-training programmes
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with foreign companies. Most of the Taiwanese fiimshe UK belong to the high-tech
industry, thus, their headquarters may have imptg¢ete Western management styles
(Chang and Hempel, 2002), and Taiwanese managsrbmng the same concepts to the
UK. On the other hand, since the Taiwanese firmgher UK have different functions
from headquarters, e.g. repair centre, they mayneoessarily have the same practices
here. Since there is a debate about training in Taiwarfeses, the following items
relating to training were formulated [Question 144]. Agreement/disagreement (on a

4-point scale) was requested of the following steets:

(1) Training is a cost and not an investment.

(2) To continuous investment in training and depgient can raise employees’
knowledge in order to enhance organizational efficiy.

(3) Employee training and development can enhaheeemployee ‘commitment’ to the
company.

(4) Training should be focus on improving technslalls.

As seen in Chapter 4, the relationship between @yepbnd employee is seen in Chinese
society in moral terms. It resembles a family nelahip with mutual obligations of
protection in exchange for loyalty. A series otataents were constructed [Question 10]
to assess preferences for personal employer/emplogdationships, long-term

employment and conflict resolution.

Poor performance of an employee in this relatignghno reason for dismissal: one does
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not dismiss one's child (Hofstede, 1991, P.64)1@al assumptions are also evident in
the term "performance appraisal' which implies tipgtrformance” is important, and can
be measured objectively, that is, "appraised”. Tthes very notion of performance
appraisal may be at odds with the values of mary®s where character appraisal is
considered to be more important. Indeed, the apgrairocess itself may be interpreted
as a sign of distrust or even an insult as theqa®of giving feedback often clashes with
the need to “save face" (Schneider and Barsoux7,1B441). For example, Zhu et al.
(2000, P.36) found that due to Taiwanese corpanateral emphasis on harmony, it was
very difficult for the majority of enterprises talfy implement individual performance
pay. However, due to global competition, Taiwanesasagement seems to be searching
for a transition to performance based pay. Tottestttitudes of Taiwanese managers in
the UK towards performance and reward, the follgvitems were constructed.
Reward/disagreement (on a 4-point scale) was réegied the statements [Question 15;

1-6]:

(1) Employees should be judged on their loyaltyoperative spirit and personal
gualities, not just on their ability to achieve higerformance on their job.

(2) To reward individual performance undermines hia@mony in the organisation.

(3) Employees should be able to discuss the reviews

(4) Performance appraisal should be utilised tontfy training needs.

(5) Promotion criteria should be explicit.

(6) Promotion decisions should take personal cheaamto account /performance into

account/both personal character and performance attcount.
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Zhu et al (2000, P.40) found that the trade uniawvement in Taiwan has remained
subservient to the government until 1987. When ialataw was lifted, the union

movement emerged and more independent unions s&klished. The amended Trade
Union Law in 1975 required unions to be establisimechost workplaces with more than
30 employees (Lee, 1988; Warner, 1995). However rdfality is that even now a large
number of such enterprises are without union omgions. In contrast the UK has a
history of two hundred years of trade unionism,alihivhile weakened, is an established
part of the institutions of employment. The quaston trade unionism, simply asked

do you recognize a trade union?

6.3.3 HRM

To test the diffusion of the dominant Western HRMydal some questions were
borrowed from Sparrow and Wu (1998) and modifiede§e questions focus on HRM
functions in order to avoid culture influence irethuestions. Agreement/ disagreement

(on a 4-point scale) was requested of the follovatage ments [Question 12]:

(1) HRM practices should integrate to corporateagdgy in your organisation.

(2) Employees are empowered to make decisions d@hewtwork.

(3) Performance is measured against goal settingr(®&ement by objectives).

To assess whether the managers had adopted arigtfien’ or a ‘person-oriented’



approach to external staffing focusing on the gergaralities and behaviour required by
the organisation questions were borrowed from $paand Wu’s (1998) survey of HRM
in Taiwan. Reward/disagreement (on a 4-point scaky requested of the statements

[Question 13; 4-6]:

(4) | prefer to recruit someone on the basis ofdriher ability rather than his or her
personality.

(5) | prefer to recruit someone who not only cantlde job but also will fit well into the
organisation and get along with colleagues.

(6) | prefer to recruit employees straight from solicollege.

HRM concepts as ‘commitment” to the company and ghewth in the “quality’

movement have led senior management teams to eethlés increased importance of
training, employee development and long-term edowcatThere has also been more
recognition of the need to complement the qualiwieemployees with the needs of the

organisation. The statements on training and deweémt were [Question 14]

(1) Training is a cost and not an investment.

(2) Continuous investment in training and developimean leverage employees’
knowledge in order to enhance organizational efficiy.

(3) Employee development and long term educationecdnance the commitment to the
company.

(4) Training should be focused on improving techhskills.
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(5) Training needs should be determined by theviddal employee.

(1-3) is based on the value of Taiwanese cultuce MFRM and question (4-5) is from

Sparrow and Wu, 1998)

The search for greater employee commitment to thanization has explicitly informed
the more recent use of various long-establishetesys linking pay to indicators of
company performance, and has been similarly importa the introduction of other
forms of financial participation, such as emplogbare-ownership. [Question 15] Such a
goal has clearly underpinned the statutory suppoovided over the last decade for
employee share-ownership and profit-sharing scherfiesssler, P.260). A more
fundamental assault upon collective employmentiogia through the encouragement of
individual commitment to the organizations has besftected in the increased use of
individual performance-related pay. However, theysvan which the individual
performance-related pay systems have sought torgienemployee commitment are
more varied and perhaps more sophisticated thasethesociated with company-based

schemes (Kessler, 1995, P.261).

Performance-related pay in practice is linked wglrformance appraisal. Broadly
speaking the appraisal system can be seen to haven&in purposes. One is to assess
performance with the intention of linking it to aayp award. Another is to assess
performance to highlight training and developmeseds. (Beardwell and Holden, 1997,

P.600). [Question 16]



6.3.4 Company information

[The company information only appears in Tfeewanese managers’ questionnaire].

Because company size is an important element erméating HRM strategy (Poole and
Jenkins, 1992) the schedule included questionsuonbers of employees and also the
proportions of thevorkforce that were British and Taiwanese [QuestieBl; the location

of the company [Question 4]; the age of the comg@uestion 5].

In the pilot study Mr Yang, talked about his futymlan to become a British citizen. This
seems to be totally different from the pattern aheXican, European and Japanese
expatriates whose career path is to rotate in withiferent subsidiaries to develop the
competences to manage multinational corporatioheréffore the questiodow long do
you think you would you intend to stay in the UKB {tears/ 5-10 years/ to be British

citizenwas intended to test the generality of this amoaigZdnese managers.

The personal profile of the interviewees presdmtsage, gender, nationality, their career
path in Taiwan and UK, the education backgroundirtburrent position and the length

of working in this organisation.

The survey of Taiwanese MNCs was designed to caumpresentative sample of the
population in the UK and the one of the Taiwane&eWwas to figure out a representative

sample and then to make inferences about the papulas a whole. The descriptive
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survey was carried out by postal and Internet syrbecause a mail survey has the
advantage that a large sample can be surveyedvatdet (Ticehurst and Veal, 2000,

P.141).

6.4 Data Analysis Procedure

Theory comes last and is developed from or thradagfla generation and analysis, which
looks like inductive reasoning, where the researehi develop theoretical propositions
or explanations out of the data, in a process wisidommonly seen as moving from the

particular to the general (Mason, 2002, P.180).

The main purpose of the survey was to identify camncharacteristics and general
patterns of the entire population of the Taiwarfases in the UK. Hence, in most parts
of the analysis, descriptive statistics were usedroduce and order a summary of the
information. This approach enabled me to evaluateerclosely the relative importance
of certain variables, as well as setting the ptatfdor the interpretation of qualitative
information. With the aim of making results morengwehensible and systematically
ordered, this part of the analysis was charactrisg an extensive use of visual
representation in the form of tables, graphs aradtshThis was followed by a qualitative
analysis and interpretation of the semi-structurgdrviews where the findings were
compared and contrast with the initial quantitatstady (Manson, 2002) in order to

improve upon the understanding of the charactesigif Taiwanese FDIs in the UK.
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Cultural distance is the degree of difference betweultural norms in one country
compared to another and is based on Hofstede’sOj18i@ssical four dimensions of
national culture. (Manev and Stevenson, 2001, B.280 illustrate the varied
components of the HRM in Taiwan HQ and subsidianethe UK (e.g. national culture,
management), this method provides instruments tasore relations between different
factors or characteristics of the population to emdunderstanding and provide a more
reliable explanation of the phenomenon. At the same these differences put
considerable constraints on performing statistianblysis, as they require various
assumptions about the distribution of the poputatfrom which the sample was drawn.
The survey results were analysed by SPSS, a statistogramme widely used in social
science research (Fielding and Gilbert, 2000)s lcomprehensive statistical software
able to manage large bodies of data and is semgtisugh to be applied to a great range
of different sources of information. The chi-squhreest was carried out between
Taiwanese expatriates and British managers, inraaeadentify the national culture
differences in subsidiaries; Taiwanese HQ and Tia@sa expatriates were compared to
assess the degree of management transfer; Britesagement and non-management

were examined to assess British work attitudes.

In addition, Euclidean distance is the most comyarsed measure and widely used in
the field of quantitative anthropological resear(®orgatti, 1996), and in similar
investigations by others working in the field oftioaal culture in international
management. We can get about 20 articles in irtiemmel human resource management

while searching the key words with Euclidean Disgn(for example Manev and
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Stevenson, 2001; Hewett et al., 2003; Shenkar, €t9I8). Euclidean distances are the
geometric distances between the individuals onbss of the data collected (Everitt,
2002, P.134). Squared Euclidean distances plaogrgssively greater weight on
objects that are further apart, but otherwise areequivalent measure to Euclidean
distance. The Euclidean Distances (ED) betweemtanagements, B and T (British and

Taiwanese), on the basis of i dimensions of HRtpgres is calculated as:

ED (B, T)=/ Yi (Bi-Ti)and  ED2?=/ Y (Bi-Ti) 2

Both Euclidean Distances and Squared Euclideaartiss are widely used, so there was
no reason why either one should not be chosenralysis in the study. Therefore,
squared Euclidean Distance will be utilised to bdisicriminate the data between
managements. It usually requires a normal disiebuby using nonparametric t test

(Harris, 2003, P.86).

In order to conceptualise the research phenomemmo@analytical approach was deemed
to be the most appropriate. This stage, in facsgmts a bridge between the initially
organized data and its final interpretation. By aaping the data presentation and
interpretation the aim was to give a clear and hbaecount of those interviewed. The
Nvivo 2.0 package was adopted. The design of Nwwas strongly influenced by

grounded theory; therefore the program gives gampart for the method (Gibbs, 2002,
P.165). The analysis strategy adopted was crogs-@aalysis, which means grouping

together answers from different people to commoeastjans and analysing different
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perspectives on central issues. With an interviewaeapproach, answers from different
people can be grouped by topics from the guideré&fbee the interview guide actually
constitutes an analytical framework for the analy#atton, 1990, P.377). While it is of
course possible that the researcher's subjectigéigro could influence the choice of
categories for the nodes, to minimise this, thegaties were derived from analysis of
the research literature and were structured toessprt the dominant themes which this

suggested (Huberman and Miles, 1994).

Strauss and Corbin (1998) divide analysis in gradhttheory into three stages:

Open coding:where the text is read reflectively to identifyeneant categories for the

nodes. In Nvivo it is easy to organise these n@yassing the node tree and put property

nodes as children of the nodes they refer to.

Axial coding categories are systematically developed and dinketh subcategories,

which can be done in Nvivo by rearranging the nivde.

Selective codingneans the integration of concepts around a category, and the filling
in of categories in need of further development asithement. The similarities and
differences of categories were found. A numbernteps had been undertaken to identify

the major variables of the research.

The analysis overlapped with data collection ineorid improve both the quality of data
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collection and the quality of the analysis so l@asgthe evaluator is careful not to allow
these initial interpretations to distort additiortigta collection (Patton, 1990, P.378) In
the process of research certain assumptions hbd tevised and some lines of inquiry
deserted due to the difficulty of producing adequadta. Subsequently, it was found that

some variables appear to have been more signifibentwas initially assumed.

6.5 Research Propositions

A number of central propositions contributing toolrledge development have been
established as the result of the discussion in @& and 3 which are subsequently
evaluated via both the quantitative and qualitatipproaches discussed in the research
methodology.

1. Itis believed that the traditional Chinese/Taiwemeultural values will influence the
characteristics of the HRM practices and attituoESaiwanese managers operating
in the UK.

2. Given that this research focuses on the managihgiwian resources by the MNCs, it
is expected that the value of expatriates is likelglose to Taiwanese Hgnhd that
this will then affect managerial behaviour and ngamaent style in the subsidiary,
which may be different from the British managemsgte.

3. It is believed that the analysis of Taiwvanese MNghe UK will provide some
contrasting findings compared to previous studielating to other non-Western
MNCs such as those of Japanese origin.

4. It is anticipated that the factors uncovered insthesearch will have particular
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implications for modelling and understanding thenlan resource management of the
Taiwanese MNCs in the UK.
Taking the conceptual perspectives derived fromvipus research, outlined above and in
the previous chapters, we can construct a frameworkexamine these research

propositions, as shown in Figure 6.1:
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Figure 6.1 The framework for studying subsidiaries

Societal effect
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6.5 Summary

This chapter has analysed the philosophy of varieasarch methodologies adopted in

the previous research on MNCs. Before discussiaurat the chosen approach of



methodological pluralism, the research design wvealbped, with the reasons given for
carrying out both quantitative and qualitative ezs@. Details of particular approaches to
be investigated were presented along with practoalsiderations such as sampling,
guestionnaire design and data analysis procedlmlly, a number of research
propositions were presented which will be subjedtethe quantitative and qualitative

analysis in Chapter 7.
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Chapter 7 Findings and Discussion

7.0 Introduction

In order to achieve the research objectives setimuthapter 6, three groups were
examined: Taiwanese managers of Taiwanese MNCsaiwanh; Taiwanese managers of
Taiwanese MNCs in the UK and the British managéiBaovanese MNCs in the UK, to
reveal the human resource management practiceschf @he data analysis will present
the data in two parts: first, characteristics ofiwemese MNCs will be discussed
including the strategy to invest in the UK and thefile of Taiwanese expatriates.
Second, Taiwanese managers in these firms throit lop a range of issues in
management, indeed, cultural issues play a key aok influence human resource
management practices such as recruitment, trainiagpraisal, reward and
communication. The quantitative data present tmailaiity and differences between
three groups, while the qualitative data give usgnaight the HRM attitude of Taiwanese
management in the UK and it is presented in twoswdy extensive quotation from
interview respondents and through Nvivo-generatediefs. The extensive quotations
from interview respondents answer the five typeoéstions “why”, “how”, “where”,
“when”, “what” to each question in the interviewhedule. The Nvivo models indicate

the relationship between each node and the coneeque form HRM practices.



7.1 The species of the dragon

The summarized profile of the sample is shown oblerd@.1. The table highlights the
similarities and differences between firms, bubat®nsistent differences between the
industries. The Taiwanese MNCs operating in thedo&very small. Most of the firms in
the IT industry firms are between 10 and 100 peoplale there are under 10 people
employed in most of the financial industry firmsheél company size plays a significant
role in the strategy of internationalization. Mordtsal (2001, P.536) found that the size
of Irish MNCs influenced the strategy of developtmehIHRM policies and practices
associated with internationalization and enteriragkats and countries. Table 7.1 shows
that, unlike the Japanese MNCs who invested irtJtkén the 1970s and ‘80s (White and
Trevor, 1983), the majority of Taiwanese firms lre tUK are still in the infant stage of
internationalisation, having only been here forGygars. This will be discussed in more

detail in section 7.3, below.

The relationship between the subsidiary and heatiEsadepends on the strategy for
international staffing and human resource manageinetne subsidiary. This could be

related to the MNCs staffing policies, for examibieir policy on parent country nationals
(PCNSs), host country nationals (HCNSs) or third doyinationals (TCNs) (Harzing, 1999,

P.67). In addition, the four approaches to mulioral staffing decisions - ethnocentric,
polycentric, geocentric, and regiocentric - tendrédlect the managerial philosophy
towards international operations held by top mansge at headquarters (Dowling et al

1999, P.70).
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Table 7.1 Profile of the sample

IT industry Location Co. size Age of Years in Interview | Questio
(People) Company UK nnaire
(Year) (Year)

Rabbit Co. Scotland 50-100 21 6-10 v
Ox Co. Scotland 11-50 15 6-10 v

Snake Co. Scotland 11-50 33 6-10 v v
Horse Co. Scotland 500+ 29 1-5 v
Gold Co. Scotland 11-50 28 1-5 v
Wood Co. Scotland 11-50 30 6-10 v
Rat Co. Scotland Under10 8 1-5 v

Earth Co. Scotland 51-100 33 11-15 v v
Monkey Co. England 11-50 32 6-10 v
Rooster Co. England Under 10 26 6-10 v
Dog Co. England 11-50 48 6-10 v
Boar Co. England 11-50 48 1-5 v
Dragon Co. England 500+ 26 6-10 v
Water Co. England 50-100 30 11-15 v
Fire Co. England 11-50 7 6-10 v
Sheep Co. England 50-100 31 1-5 v

A Co. England 11-50 24 1-5 v

B Co. England 11-50 16 6-10 v

C Co. Wales 11-50 1-5 v

D Co. England 100+ 83 20+ v

E Co. England Under 10 31 6-10 v

F Co. England 11-50 31 11-15 v

G Co. England 100+ 13 11-15 v

Finance Sector| Location Co. size Age of Years in Interview | Questio
(People) Company UK nnaire
(Year) (Year)

Tiger Co. London 11-50 100 11-15yeafs v
Rose Co. London Under10 38 6-10 v
Daffodil Co. London Under10 45 15-20years Vv
Tulip Co. London 11-50 105 20+ v
Daisy Co. London 11-50 85 11-15 v
Bluebell Co. London Under 10 20+ 20+ v
Iris Co. London Under 10 58 6-10 v
Lily Co. London Under 10 6-10 v

H Co. England 51-100 33 6-10 v
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Table 7.2. The number of expatriates related to fim size

SIZE * EXPATNO Crosstabulation

Count

EXPATNO
0 1 2 3 5 6 8 14 Total

SIZE 1-10
11-49
50-99
100+
Total
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In Perlmutter’s original model (Perlmutter, 1969ersonnel management with an
ethnocentric orientation focuses to a great exdanecruiting and training parent country
nationals (PCN) for key positions. The parent comypanaintains a high degree of
control over the operation of the subsidiaries esidecision-making authority is in the
hands of expatriates who dominate the key posit{@miler and Dowling, 1999 P.9).
Polycentric personnel management is based largelthe view that values, norms and
customs differ from country to country and thatdbenarkets can therefore best be
reached by local managers. The subsidiaries anevedl a relatively large measure of
autonomy although financial controls ensure thailgearters can intervene immediately

if anything goes wrong

The Taiwanese international staffing strategy msilar to theEuropean and US MNCs,
who typically employ more local managers and favefleexpatriated staff in their foreign
subsidiaries than do Japanese MNCs (Poole andn¥eri892, P.360). In the Taiwanese
FDI case, it tends to be a mix of ethnocentric aodlycentric. Table 7.2 shows the
distribution of expatriate numbers of Taiwanese MNiCthe UK and that the majority of

firms in the survey were employing between 1 tocBariates in the subsidiary and this
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strategy doesn’t relate to company size.

There are British managing directors in four firBabbit, Dragon, Gold and Earth) in
the IT industry. The Taiwanese expatriates are paiperation managers (technology
transfer) and financial managers. Although the oi#firms have Taiwanese managing

directors, their key managers are British.

Unlike the IT industry, the financial service intlysemploys Taiwanese expatriates in
their key positions. Expatriation in the servicelustry is formalized with the average

time of expatriation being 2-5 years and implenmngimilar practices in HQ.

“The duration for expatriation to UK is four yeargTiger Co., interview General
Managers, May, 2003).

The local staffing strategy also influences the lempent relations and its HRM
practices. Taiwanese MNCs in the financial seniwdustry employ mainly overseas
Chinese, thus, there seems to be less culturakstiod expatriates implement similar
management practices easily, compared with TaivearMBICs in the IT industry.

Taiwanese MNCs in the IT industry face a cultunffiallty, thus they seek British HR

managers to ease conflict. In terms of trainingw@imese MNCs in both the IT industry
and the financial service industry enjoy local aotmy, they can decide on training

programs either in HQ, through in-house traininghoough local consultancies.
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7.2 The profile of Taiwanese managers in the UK

Taiwanese expatriates profile will be displayedhwiihe following categories, gender,
education; age, work experience and the nationahignge from Taiwanese to British,

which help us to understand their value constructio

The distribution of the expatriate formal educagéibbackground of Taiwanese managers
in the UK demonstrates the large number of paditip (51.4%) in the survey who had
college and undergraduate degrees. As shown ie #&Bl1, a relatively high proportion

(48.6%) of the education level was postgraduate.

Table7.2.1 The educational background of Taiwaneseanagers in the UK

EDUCATIO
Cumulative
Frequency Percent Valid Percent Percent
Valid  Postgraduate 17 48.6 48.6 48.6
college and 18 51.4 51.4 100.0
undergraduate
Total 35 100.0 100.0
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Education

The gender of the expatriates indicates the sgamfiimbalance with 85.7 and 14.3 per
cent for male and female respectively. Table 7.ddicates expatriate’s selection,
excluding women in international assignments. Gersti# plays a significant role in
international staffing. The strategy of the intdio@al staffing has been discussed in the

section of 7.1 The species of the dragon.
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Table 7.2.2 The gender distribution of Taiwanese nmagers in the UK

GENDER
Cumulative
Frequency Percent Valid Percent Percent
Valid male 30 85.7 85.7 85.7
female 5 14.3 14.3 100.0
Total 35 100.0 100.0
GENDER

female

male

As table 7.2.3 shows, the dominant age group ofréispondents was 40-49 years old
(60.0%), and a relatively high proportion of respents (25.7%) were aged 30-39 years

old. Only a few respondents were from 50-59 an@2@ear old categories (respectively:

11.4 per cent and 2.9 per cent).
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Table 7.2.3 The age profile of Taiwanese managersthe UK

AGE
Cumulative
Freguency Percent Valid Percent Percent
Valid 20-29 1 2.9 2.9 2.9
30-39 9 25.7 25.7 28.6
40-49 21 60.0 60.0 88.6
50-59 4 11.4 11.4 100.0
Total 35 100.0 100.0
AGE
20-29
50-59

30-39

40-49

The largest group of respondents (34.3%) had bemRking in Taiwan for 11-15 years
before moving to the UK and working for the samem$, which influences their

expectation to work in the firm long term (please §.4.2. loyalty section).



Table 7.2.4 Work experience in Taiwan

WORKINT
Cumulative
Frequency Percent Valid Percent Percent

Valid 0 2 5.7 5.9 5.9
1-5 6 17.1 17.6 235
6-10 6 17.1 17.6 41.2
11-15 12 34.3 35.3 76.5
15-20 5 14.3 14.7 91.2
20+ 3 8.6 8.8 100.0
Total 34 97.1 100.0

Missing System 1 2.9

Total 35 100.0

Working experience in Taiwan

Missing

20+

It can be seen in the table 7.2.5, half of Taiwvarm@anagement have worked in the UK
for 1-5 years and a relatively high proportion @iWwanese expatriates have worked in
the UK for 6-10 years (42.9%). The interviews rduhat the IT industry mainly has not
had an expatriation system or return to HQ; howeaudhe financial service industry the
expatriation system is usually a 2-5 years rotatibhe major firms have a clear

preference to recruit internally for internatiorasignments; this is related to the main
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theme of ‘trust’in Chinese management.

Table 7.2.5 Work experience in the UK

WORKINUK
Cumulative
Frequency Percent Valid Percent Percent
Valid 1-5 17 48.6 50.0 50.0
6-10 15 42.9 441 94.1
20+ 1 2.9 2.9 97.1
local hireT 1 2.9 2.9 100.0
Total 34 97.1 100.0
Missing System 1 2.9
Total 35 100.0

Working in the UK

Missing

local hireT

20+

The systemized job rotation in the financial sexvindustry also reveals an interesting
differences in terms of the nationality change le=mwv the IT and financial service
industry (Please see table 7.2.6). In general, |pdagve to have a work permit to work in
the UK for four years and then they can apply tgpbamanent residents in the UK. As
the IT industry doesn’t have a very rigid expagiaystem; they often stay in the UK for

longer than five years, and take out UK nationgliigcussed below).



Table 7.2.6 Nationality alternations

INDUSTRY * NATIONCH Crosstabulation
Count
NATIONCH
British Permanent Total
INDUSTRY IT 13 1 14
service 2 0 2
machinery 1 1
Total 15 2 17
14
12 A
10
8
6
4 4
Nationality Change
£ 21 -Brmsh nationality
3
8 0 | I :lPermanem resident
IT service machinery
INDUSTRY

It certainly hard to explain the phenomenon of tiaionality change of Taiwanese
expatriates, and it might not happen to expatristesmerican MNCs, European MNCs
and Japanese MNCs. One possible reason might bathanational society such as the
United Nations doesn’t consider Taiwan as partloh@ rather as an independent country,
which certainly causes problems for the businessragpecially. When the Taiwanese
MNCs operating in the UK has a European HQ, beintisB can allow them to travel in
Europe without a visa. It can make a differencereltieere is a need for an urgent business
trip and the Taiwanese expatriates would need teek& in advance to apply for a visa to

enter continental Europe.
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“You know our passport is very troublesome. We niethave visa to go to
Europe, so it is very inconvenient for me to havia@vanese passport. Taiwan
recognizes dual nationality. So, it is not a prableMy boss also encourages me
to become British. It's good for business tripsDog Co, interview managing
director, 4" March, 2003)

There are other reasons for Taiwanese to change Nlagionality. First, the unstable

political situation in Taiwan: Taiwan has been #iemed by Mainland China for over
fifty years. Second, the internal political chaatter mainlanders migrated from China to
Taiwan, Taiwanese elites who were educated undpangse colonization strongly
resisted government from Mainland and some Taiwewrms mainlanders who were
oppressed by Kuo-Ming Tang, decided to migratett@ocountries. Fifteen years ago,
the first Taiwanese person became the presidenTanivan, so the offspring of

mainlanders who dislike the political change wotdde action to migrate to other
countries. The problem of the national identity &hd domestic political chaos make

Taiwanese expatriates alter their nationality.

7.3 The arrival of the dragon in Heathrow

Taiwanese MNCs have varying motivation to inveshim UK, depending on the industry
involved. Most Chinese business firms, particularly IT, prefer to operate in the

interstices of the trading and subcontract worlaug; their internationalization strategies
are controlled by giant global corporations sucl8sor Japanese MNCs (Yeung, 2000,

P.101). As discussed in chapter 5, production iwda is often organized through what
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is called a “satellite assembly system”. Satebigsembly systems vary in terms of the
relative size of the firms directly involved. Inmggral, a group of small, medium and
some times large independently owned firms joiretbgr to produce a product that has
been ordered by an overseas buyer (Hamilton, 1@984-285). The internationalization
within a particular industry is seen a series ofndetic industries where they compete
against each other on a worldwide basis (Makhijaletl997, P.680). The industry
character influences the location chosen, for mstathe major character of Taiwanese
firms in the IT industry are ODM (Own Design Manctiaring) or OEM (Own
Equipment Manufacturing). Being near customers mehat theycan offer technical
support, assembly and service. If the Taiwan H@nds$ to do business with OBMs
(Own Brand Manufacturing) such as IBM or HP, thegdd have a branch in Europe to
demonstrate their capability to deal with globapgiies. The function of Taiwanese

MNCs in the IT industry here can be technsapport, assembly, service and sales.

The US and UK have been popular locations for MN€sking to establish links with
higher education institutions because of the higality academic knowledge base, the
openness of their academic institutions (Lam, 26G0875), as well as their networking
orientation and markets (Morgan and Whitley, 20R810), (please see also Chapter 1
introduction: the research context for further detaResearch in south East Asia and the
US (Tsia and Cheng, 2002) has shown that overseae$2 firms tend to take a foreign
direct investment route when internationalisingh@algh there has been little similar
research in Europe and the UK. As discussed irp&h®, Makino et al (2002, P.418)

found that Taiwanese MNCs tended to invest in dgea countries such as USA when
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they had strategic asset-seeking and market-seahotiyation. Taiwvanese MNCs are
motivated to invest in developed countries whenyth@&ck some component of
technology that is necessary to compete in the |ldped countries market if that

component is available in the developed countries.

However, the cases in the IT industry in this redea@o not confirm the Makino et al
(2002, P.418) findings relating to the desire tingaccess to advance technology by
investing in developed countries, although it canfbund that this is the case in the
financial service industry (Please see table 7.3The interview data show that
Taiwanese MNCs in the UK do not seek advanced tdofgg because Taiwan has a

national competitive advantage in IT industry imis of research and design.

As Table 7.3.1 shows, Taiwanese MNCs in the IT stigucame to the UK because of
their customersThe location chosen for Taiwanese MNCs in the Wither than the rest

of country in Europe, is based on their networlanigntation and markets. The interview
data indicate that Taiwanese MNCs seek marketsauestiomers. Why Europe? Because
of the globalization (uneven global distributiontethnology and wealth), Taiwanese IT
companies believe that there are only three bigketsrnin the world and that Europe is
one of them. Fourteen firms in the IT industry ahdkeir location to be near major

customers.

“For business, there are three big markets in therld;, America, Europe and
Asia. Customers like IBM and HP like their businpastner to work in the front

line in order to shorten the time. Of course, we ar the world project, for
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example, the European market needs to support B@mcomputers for IBM. If
the products come from Asia, the supplier chaineiy long. It takes a month to
ship here. In order to save time, we just shipltlgeand heavy parts to here and
then assembly it. After a customer orders it, iiydakes 3 to 5 days to receive the
products. Not like before, they give us an ordet #ren one and half months later,
they receive the products.” (Water Co., Interviewanaging director, 24, July
2003.).

As we had discussed in Chapter 5, Taiwan is a nm&taociety, thus, a location near to
customers is a very important factor not only faarket or economic reasons but also
Taiwanese management culture (see discussiguarixiand organisational structure in
Chapter 5). Because of market orientation, the tnemd can be seen in the field, where
big manufacturing Taiwanese MNCs, especially intoal, such as Horse, Rabbit and
Earth Co., have taken action to migrate to Eadfemope owing to the US MNCs move

to Eastern Europe, such as HP and IBM.

Table 7.3.1. The purpose of entry

IT Industry Service Industry
Market Orientation Customers here Information collector
Research & Design In Taiwan In Britain
Location chosen Near customer London is world financial

and banking centre

Action Independent investment Independent investment
Guanxiwith business Form in Taiwan/UK Form in UK
partners
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As discussed in Chapter 5, Chen and Chen (19983Pstudied Taiwanese FDI patterns
and found that Taiwanese firms are keen on formeixtgrnal network linkages, which are
separated into strategic linkage and relation&klge. Taiwanese exterrganxiis more
relational linkage based, which refers to bondstdasn personal relations or business
transactions that create trust and mutual undetstgnThe data from this study confirms
the work of Chen and Chen (1998). It is very impottto be near the customer for
Taiwanese MNCs in order to build up business mfathips as shown in the table 7.3.1,
guanxi is forming in UK in both industries. Taiwanese ragers undertake certain
activities that aim to increase their businessdxyadization with their customers in order
to keep good business relationships. The activitygwanxiis based on face-to-face
communication. By doing so, the business relatigmsbn be bonded. However, to some
extend, Taiwanese managers find it quite diffictalt maintain this kind ofguanxi

because British customers don’t have subosiness tradition.

“I think customers are most important in guanxi. k\ese a customer day in July.
We invite all the customers to join the party, lauér, they can come with their
family. My company held a party in Ayr to play (babrse racing. They liked and
appreciated it. Before Christmas, we will send theme as gifts. As you know,
western people dont like to socialize with custmradter work. | ask them what
their favourite wine is and then buy it in Macraadk the salesmen to give gifts to
our customers. We call them out to the parkingitat then give them to put in the
car trunk. You know they cant bring the gifts heit office”.

Do you think it is useful?

“Of course. | also tried to invite them to play gelith me but they dont like it”.
(Wood Co, interview Managing director, 10th,Jun@02)
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A firm’s position in the national network prescribés process of internationalization
because that position determines its ability to timEbresources within the network for
such an endeavour. For example, a dominant firthenJapanedeiretsucan take action
among thekeiretsu members to jointly penetrate a foreign markettmrestablish a
production system in a foreign location similathat at home (Prasad and Ghauri, 1995,
P.285). Haley (1997, P.587) has argued that westamagers would be seriously wrong
to depend on their understanding and experiencés Jaipanese firms to deal with a

Chinese style with network.

Small firms in Taiwan with a loosely structured dimrm network usually take
independent actions when making FDI (foreign dineeestment). They, nonetheless,
rely on resources within the national networksupport their cross-border operations at
least initially (Chen and Chen, 1998 P.448). Unlilepanesé&eiretsy the entry strategy
of Taiwanese MNCs is to make an independent invastrin the UK and then form

business networks.

In addition, Taiwanese MNCs in the IT industry lre tUK transfer information about any
faults in the products back to headquarters. Theyaar customers and detect problems

with products and they report back to researchdmsign centre by email.

‘I am giving a service here, because timing is im@ot to our customer when
they have a problem, we have to support them anbdeasame time, we have to
find out what the problem is and then report towkm, to the design centre. It

becomes very important in business and our custoBbt or HP, also reckon
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our companies have to have someone here to haip shenow | am in charge to
setup the service centre in Boston that's whyd talu that | am very busy” (Rat
Co., interview Managing director, 30April, 2003).

On the other hand, Table 7.3.1 shown that the ilmestchosen by the financial sector
firms shows a slight divergence from the IT indydtrecause of the national competitive
advantage of the world financial centre, London.waaese banks are mainly
state-owned so they came to UK in the early 9G= aftartial law was abolished in 1988.
Their businesses concentrate on wholesale infoomatiollection and new product

development.

“London is the world financial centre and has geagic advantages. For
example, in the morning, it is afternoon in Asiadam the afternoon it is
American east coast morning time. So, banks in donthn send information
back to Taiwan. Secondly, financial products ardral in the UK (R&D centre).
After we modify them, we can promote the new pitsdacTaiwan.” (Daisy Co,

interview General Manager*1Dec., 2003.)

Companies that used to rely on ethnic entreprealeuretworks may face many
difficulties in reaching their targets when theyard into highly structured markets such
as those found in Western countries (Zhang andkeul2000, P.147). However, Chen
and Chen (1998, P.463) also found that Taiwaneses fare keen on forming external
network linkages; Taiwanese investors in the U8zatitheir own capabilities to build
strategic linkages to local resources. Strategikage refers to business alliances that
enhance the competitiveness of firms and reinfothesstrengths or complements the

weaknesses of the investors. Supporting evidennebeafound in the data from this
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research.

“Our business focuses on wholesale which is ab&@t of our business, and it is
huge amount of money. So, we cooperate with otigkdbto get the deal” (Tiger
Co. interview General Manager, 99April, 2003.)

The Nvivo 2.0 can help to generate qualitative di@tn the process of open coding (free
node), axial coding (tree node) and selective @pdmodel) (Strauss and Corbin, 1998;
Gibbs, 2002, P.165) and presents the majority opimif each category as well as its
consequence. The ‘location chosen’ model is showrfigure 7.3.1. The tree node
indicates the consequences of the location preferand then (29) means the number of
tree node and (291) company function and (292) cestomer means sibling of (29) the
location chosen. The industry character (free naai)ence on the location for setting
up subsidiaries in the UK and it also has to take account the function of subsidiaries,
such as sales or production; as well as Chinedadssssalientguanxi. To makeguanxi

work, being near the customer is a very importaatdr in choosing the location.
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Figure 7.3.1 The location chosen
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HRM is seen as an important competitive advanthgeefore, HRM has to be considered
with business strategy. As shown in Table 7.312rge numbers of Taiwanese managers
(94.3%) in the survey indicated that it was impottdthat HRM practices are integrated
with the company’s commercial strategy. Taiwane§erkaintains financial control over
its Taiwanese MNCs in the IT industry, becausebiinginess deals are done in the Taiwan

HQ. The HQ only is concerned about the cost offthman resources and subsidiaries



can enjoy local autonomy in terms of human resouraragement practices.

Table 7.3.2 Strategic HRM

Strategic HRM Taiwanese Taiwanese British
managers managers (UK} managers
(Taiwan) N=35 N=16
N=17

% agreeing with statement

HRM practices are integrated with the 100% 94.3% 92.9%

company’s commercial strategy.

“In general, we have to follow Taiwan’s (HQ) ord&Ye only can make decisions
in terms of local stuff. Mainly, Taipei (HQ) dec#dall the business (Horse Co.,
interview vice-president, 13May, 2003.)”

“If there is a small decision, we can make the dieci here. If there is a big
budget we have to report to HQ. Taiwan HQ contmls budget. The revenue
here has to transfer back to Taiwan, so every tliiag to get permission from
Taiwan HQ. If they dont accept the budget, we ttget any money (Ox Co.
interview managing director,"2 May, 2003.)"

As shown in the figure 7.3.2, the situational bggleitbsophy- (1 1) of Taoism influences
the HR strategy of Taiwanese firms in the UK arsbdhe relationship between HQ and
subsidiaries. In order to avoid conflict and langgidarriers, the (12) strategy of HR
adopted by Taiwanese MNCs is that (12 2) Britishnages should manage British
workers. Thus, only one or two are Taiwanese ebgiafr and the rest of the employees
are British (Please see the expatriates composiétated to company size in the table

7.1.2)

21C



Figure 7.3.2 Strategic HRM
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7.4 The Style of the Dragon

The interviews reveal that the main themes of HREbmmitment, empowerment, high
trust and transformational leadership - can alséobed in Taiwanese management but
the techniques or routes aehievingthese goals will be different in the Taiwanesmér

in the UK because of the cultural values of thevBamiese managers. The techniques to
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achieve the HRM goals will rely on processes, saslguanxiand socializing outside
work. These differences will be demonstrated infdll®wing sections by a comparison
of the responses of Taiwanese managers and Britigshagers suggesting that the
accepted techniques of the dominant US/European Hillel are not culturally neutral

but rooted in Western cultural and individualistadues.

In the next sections we will take key Taiwaneseural values and demonstrate how they
influence our Taiwanese managers’ views of the keynan resource management
functions of recruitment, reward, and development auch underpinning concepts as

commitment.

7.4.1 Harmony

Harmony is one of the most important elements ilwdaese organization, and it is
associated with the theme of HRM practices, recraitt, performance appraisal and
reward. Taiwanese management advocates coopemtgroup reward, derived from
the philosophy of Confucianism and Taoism. Benewdeis the central theme of
Confucianism and one of the criteria of Sun-Tzwé&rahip, a benevolent person is not
happy if he is successful or able to understandiriitd while others are not. He feels
obliged to help others to succeed or comprehenadbkes (Fernandez, 2004, P.26-28).
Table 7.4.1. shows the strength of agreement ithimvthe three sub-sets of the research

population, with the propositions in the questiamnand interview schedules
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Table7.4.1: Harmony

Harmony

Taiwanese
managers
(Taiwan)

N=17

Taiwanese
managers
(UK)
N=35

British
managers
N=16

% ag

reeing with statement

Q1. To reward ar
individual's performance
undermines harmony in th
organization

70.6%

[¢)

77.1%

31.3%

0.027

Q2. A good persong
relationship outside wor
will get the work dong
efficiently.

I 94.1%

91.4%

50%

0.001

Q3. | prefer to recruit on th
basis of ability rather thal
personality

47.1%

1%

=

40%

68.8%

0.057

Q4. Employees should N
judged on loyalty,
cooperative

ability;

spirit  and
personal qualities, not just

e 100%

94.1%

93.8%

0.940

Q5. Performance is
against  gogl

measured
setting (Management b
objectives)

100%

91.4%

75.1%

0.114

Q6. Itis always a good thing 88.2%
conflicts  and

to have
differences  of
openly discussed

opinion

74.2%

81.3%

0.586

Q7. 1t is very difficult to
have professiong
disagreements withoy
creating personal animosity

22%

17.1%

25.1%

0.512

Q8. A good persong
relationship betwee
managers and subordinaf
in work will get the work
done efficiently.

| 100%

100%

87.5%

0.094

Q9 Employees should K
encouraged to  becom
shareholders in th
company.

94.1%

62.9%

68.8%

0.68

% preference

Q10. The preference ¢
group reward

—+

52.9%

51.7%

6.7%

0.001

Q11. An employee’s reward
should focus solely o
company and individug
performance

100%

)

91.4%

81.3%

Q1.-Q9. variables measured on a four point scal8trbngly Disagree;
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2. Disagree; 3. Agree; 4. Strongly agree. * P<0.05

Recruitment

The most important criterion in the selection pssceras whether the applicant would be
able to work together harmoniously with the exigtemployees (Hempel and Chang,
2002, P.90). Similarly, as can be seen in Q3. fiiiahle 7.4.1, Taiwanese management
perceived personality to be more important tharitgland a ‘good’ personality meant

someone who can retain good work relationship iarganization and cooperative spirit.

“ | think personality in recruitment criteria is vg important. Ability is very
important but personality is much more importardarthability. e.g. few days ago,
we hired a worker who has very good ability, buttheew a disk and made the
factory very messy. He said he would quit the Jokaid put it in writing. He
apologized next day and wanted to come back nexthisa | said “no” to him

(Rabbit Co., interview production manage¥ Rlay, 2003).”

Reward

Taiwanese firms emphasize the factor of internalitgqwhen designing their

compensation systems as well as encouraging caoeeranterdependent behaviours,
which leads them to set up group criteria for j@praisal (Huang, 2000). Due to the
emphasis on cooperation, individual performanceaipal is unlikely to be adopted in an
organization. According to Q1. in Table 7.4.1 ahol&wanese managers in the UK and

British managers are completely differéRt=0.002) Taiwanese managers believe that to
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reward individual performance undermines harmonyhi@ organization. By contrast,
British managers demonstrate a more individuatisintation. While the British mangers
were used to basing reward on individual perforneatitze Taiwanese management were
more used to working in a harmonized work environtnand saw individualism as not

good for the organization.

“Our company dislikes individualism, people haveaork as a team, otherwise
we dont regard it as a good performance (Gold Querview Financial director,
3. April, 2003)".

“Of course, everyone gets different pay, and aediffit bonus. Bonus is based on
company performance and then individual performarae example, when we
were in Taiwan, everyone has to work over time ttogeif the total job load is
too much today, everyone will work over time anip leach other to get today’s
job done. Thus, to reward individual performancetsas in the UK, people wont

help each other in the work (Ox Co., interview ngevaZ® May, 2003).”

To demonstrate good performance, employees shatlémy get their job done, they
should help others to get their job done. The perémce appraisal criteria focus on
cooperation with members in an organization in ptdeachieve harmony. It can be seen
from Q4, shown in the Table 7.4.1, like British ragars, Taiwanese managers believe
that a successful company is achieved by everyaftgst in the organization, but the
interviews reveal that effort is interpreted astdbmtion to the collective a cooperative

effort.

“The performance appraisal criteria are attendandask, and work attitude,
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commitment, co-operative spirit and enthusiasm. rkéy Co. interview
Managing Director, 25, Feb., 2003)”

“In general, we still think it depends on attendandf someone’s attendance is
very good, even he/she makes mistakes all the finadly, he/she wont often
make mistakes (Horse Co., interview Vice PresidEsitMay, 2003.).”

“A good performance means that they are not onlingladheir job, but also
helping others to get their job done. If someomesiies their job early, he/she
should help others. So everyone can go home eaferdid it in the Taiwanese
HQ (Iris Co., interview General Manager/Managingr&itor, 2%, Dec. 2003)”

The principle of co-operation is also reflected performance appraisal practice.
Although the majority of Taiwanese management adgfnee “performance is measured
against goal setting (Management by objectivesiyhigortant (please see Q5 in the Table
7.4.1), the interviews reveal that in practice MBseen as only one factor in the
evaluation of good performance and maybe only blgteor salesman, because it is easy

to measure and based on individual performance.

“Mainly, we use MBO only for sales (Rooster Cotemiew Managing director,
29" April, 2003).”

The Taiwanese managers agree with the conceptabfsgdting, but the purpose of goal
setting is to achieve company goals. His or heebshows collective orientation, where

everyone in an organization has a contributiorn&drganisational performance.
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“Can MBO be achieved by an individual? It's impddsi For example, a
financial manager doesnt know about the warehoagsethey need the managing
director to communicate between Finance and warsboM/e need other staff’s
effort to make the whole company work. (Monkey @derview Managing
director, 28", Feb, 2003).”

From the Q10. of the Table 7.4.1 it can be infethesd the cooperative values also can be
seen in the reward system. Half of Taiwanese masggefer group credit or reward for
teamwork, while most of British managers preferiwicthal reward. Because of
collectivist orientation, group reward is seen agad technigue to encourage the

cooperation in an organization.

“I like group reward because everyone’s effort dam rewarded. | think nobody
can get a task done by him or herself. In the omion, we need everyone to
cooperate to get the job done (Rose Co., interWtamaging director, &, Dec.,
2003.).”

Taiwanese are collectivists; they define themsehsemembers of clans or communities
and consider common goals and the group’s welfamnast important. Thus, as can be
seen from the Table 7.4.1, Q11, the sequence oarcewf Taiwanese management
indicates that first the company achieves goodopeydnce and then individuals can be
well rewarded. The company’s financial performaraes priority. They believe that
company achieves good performance due to the batibh of every member in an

organization.

“The performance is based on company performanckethen individual reward.



How can you give employees rewards, if the compaegnt have profit? (Snake
Co., interview Managing director, 8, April 2003).”

It is very important to encourage participation @edperation with other members in an
organization for a harmonized workforce. The legaglulations in Taiwan also contribute
to this strategy. For example, Provision 267 of ¢henpany law, which indicates that a
company should reserve 10-15 per cent of the nesdyed company stock for its

employees to purchase in advance, while issuingsteek (Cin et al, 2003. P.925).

As Table 7.4.1 Q9, 94% of Taiwanese managers waraiagree the “employees should
be encouraged to become shareholders in the corpemye, Taiwanese managers and
British managers in the UK have very similar att#utoward financial participation about

30% lower agreement to it, respectively, 62.9%8%8.There is thus a societal effect in
Taiwanese MNCs in the UK in respect to financiaktipgoation, perhaps because
Taiwanese firms in the UK do not have share inBhish stock market. Although some

of Taiwanese MNCs have a profit sharing scheme shtdéres in the parent company for
expatriates, it does not apply to their employeddK. Another reason should depend on
the company financial performance. If the Taiwane®Cs have a good share price in
Taiwan, the Taiwanese managements in the UK deljnghow a positive perspective,

because the share scheme is also apparent in caeapath expatriation compensation.

“Companies should encourage employees to have shaerause it is part of
your investment. Employees will make an efforthigirtjob (Rabbit, interview,
2" May, 2003).”
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If the company HQ has a bad share price in Taitveamanagers tend to have a negative
opinion of financial participation in share schemBsat's why a relative high proportion

of Taiwanese managers (12) disagree on it.

“My pension is stock share in the Taiwan HQ. Tharstof my company is very
low in Taiwan now, so | disagree with encouragingnpéoyees to become

shareholder (Daisy Co, interview Managing directtt, Dec. 2003)”.

As can be seen in the Figure 7.4.1, the tree n6p®¢ward has two types: (6 3) the
bonus and (6 24) share scheme. Some companies loktave bonuses, which can be
referred to (6 3 1) group reward because they akpen(6 3 2) company performance.
Therefore, the (6 2) individual reward is basedtia (6 4) company and individual
performance. The bonus is seen as (6 3 3) followmgvan HQ, as a means to control
employees and (6 3 4) a favour from the managiregthr, which contributes t@ganx)
employment relations (as discussed in the sectidt Guanxi) and drives from the
“benevolent” in the Sun-Tzu model of leadershipdegussion in the section 7.4.7. (6 24)
Share schemes are not provided for the UK subgjdat only for expatriates, which can

contribute to commitment based on (6 241) the Ta@ge institution.



Figure 7.4.1 UK based Taiwanese manager’s attitudeward reward
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The squared Euclidean distances measures do mgticherent meaning. Each squared
Euclidean difference measures the distance frorh esanager to another manager, on
the basis of a combination of variables that hagenbchosen for analysis. They are
valuable in showing the relative distances betwlifarent groups on the basis of binary
data in numbers of variables, each one of whiclects a highly specific element of HR
practices. The average of these distances witloinpg and between groups can then be

used to test the similarities and differences (i4aR003).
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Diagram 7.4.1 indicates the distances between grand within groups with respect to
attitudes to reward. Because the mean of distantmoi small to present graphically, the
mean of each group is enlarged two times into diagrThe diagram demonstrates the
distance between Taiwanese managers in the UK aidai is closer than compared
with British managers in the UK and within group$ie key British manager’s attitude
indicates the orientation toward reward and scgiradi of British managers are about 20

percent more heterogeneous than either Taiwanesageain the UK or in Taiwan.

Diagram 7.4.1 Difference between management groupsattitude to reward and

socialization

British
managers

E: Taiwanese management in the UK
T: Taiwanese management in Taiwan

Mean of Distances:
Within British management: BB BB=1.23
Within Taiwanese expatriates: EEEE=1.03

Within Taiwanese M: TT TT=1.09
From B to E: BE BE=1.66
FromBto T: BT BT=1.60
FromEtoT: ET ET=1.02
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Squared Euclidean distances measure relative eliiters, therefore the ratios of
Euclidean distance measured is compared, for exathplnumbers of variables between
groups. The advantage of the ratios of Euclideatadce is not only to demonstrate

whether the groups differ but also how much andreshEhe “Distance Ratio Index”

DRI (processes) BE)= (ED (processes) BE)/ (ED (pregses) BB)*100

derives from the average Euclidean distance betBe#ish and Taiwanese managers in
the UK (ED (processes) BE) divided the ratio of #werage Euclidean distance within

British managers (ED(processes) BB). For exampRi=35=1.66/1.23*100.

The Kolmogrov-Smirnov test is the most common téstormality, however, it does not
seriously concern with measurement in either Eeelid Distance or Square Euclidean
Distance. Levene's test is adopted because thewe asfference between the two tests,

which is the t value as shown in the table 7.4.2.

Table 7.4.2 Differences between management groups ¢he values attached to

reward and socialisation

To: British Managers Taiwanese Taiwanese
From: in the UK Managers in the UK Managers in Taiwan
British Managers in 100 135/t<.001 131/t< .001
the UK

Taiwanese 161/t<.001 100 Na.
Managers in the UK

Taiwanese 147/t<.001 Na. 100
Managers in Taiwan
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If the index value is 100, the distances betweeitisBr managers and Taiwanese
managers, in terms of their value toward reward smdalisation, will be no different

than the distances within just the British manag&ssshown in Table 7.4.2, according to
the squared Euclidean distance test, the statistigaificance for questions 1, 2 and 8
demonstrate that an index of 135 would reflect @agdistance between British and
Taiwanese managers in the UK (DRIBE=135; t < .0Bh)index of 135 reflects a greater
distance between British managers and Taiwanesatreadps than between the British
managers in the UK and Taiwanese managers in Tafl@etBT =131, t < .001). This

index number can be compared with differences betvegher pairs of groups.

Similarly, there is a statistically significant f@ifence in attitude from the perspective of
Taiwanese management in the UK to British mana@@IEB =161, t < .001) and this is
greater than that of the Taiwanese managers inafa(DRITB =147, t < .001). This may
effect the observation that the attitude of Taive@nemanagement in Taiwan is changing
toward individualism compared with Taiwanese managa in the UK. It confirms that
the performance-based system has been introduceome companies in Taiwan (Wu,

2004, P.103) (see chapter 5).

It is important to note that the mean distance banasymmetric - the difference
measured from the British managers to Taiwaneseagas in the UK (DRIBE=135) can
be different from that measured from the Taiwarmaseagers to the British managers in

the UK (DRIEB=161). This asymmetry is meaningfubrféxample, as it can be seen in
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table 7.4.2, the British are heterogeneous in thttitude to reward and socializing in
order to achieve harmony, while the Taiwanese egtes are more homogeneous, then
the average squared Euclidean distance withindBrithanagers in the UK will be much

greater than that within Taiwanese managers itutkéHarris, 2003, P.89)

Work organization

Teamwork has traditional roots in the Taiwaneséucal context, particularly given the
influence of Confucian values of collectivism aratrhony (Zhu et al. 2002, P.35). 97.1%

of Taiwanese MNCs in the UK adopt teamwork.

“They share their knowledge by teamwork in orderingprove quality. Our
technical support expatriates will go back to Tamta learn new technology from
Taiwan HQ and then run in-house training here ensfer knowledge (Sheep Co.,

interview Acting managing director, 2;0une, 2002.).”

Teamwork is task-orientation with project teams.

“Without teamwork, it is impossible to work in arganization. We have teams in
the UK and sometimes, global teams with European &h@ Taiwan HQ. It
depends on the task. (Earth co., interview Financieordinator, 18", Nov.
2003.)”
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Communications

Harmony and hierarchy (from thewu lun) make open and frank discussion of
performance problems difficult (Hempel, 2001, PR1Bowever, according to Q6 in
Table 7.4.1, Taiwanese management can acceptatiffepinions in an open venue,
although it might not confirm the ideology of thehi@ese value-conformity and

obedience.

“We always have debates. | think employees are wmmart, you cant use
bureaucratic ways. Communication is very importdnats why | sit next to them
in the office. If | feel there is problem, | wilbld a meeting to let everyone to

illustrate his/her idea.” (Lily Co., interview Marmgng director, 24 Dec., 2003)

From the responses to Q7 in the table 7.4.1, itbmseen that Taiwanese management
and British management disagreed that it is verfficdlt to have professional

disagreements without creating personal animosity.

“If you are a dignified person, you wont think aargument will become a

personal grudge.” (Dog Co., interview Managing diter, 4" March 2003)

In order to balance the conflict in an organizatisome Taiwanese management design
social events. Although some of them do not hayesaializing with their subordinates
outside work, as this does not fit British work taué, they still think it is good idea to

socialize with them, please see the Q2. in thest@hbl.1.
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“I think debates are good for our company. Thisvisy we have a monthly dinner
party. In the office, we have to behave profesdiprmad a dinner party can ease
the conflict caused in meetings. In private, eveeys a friend. | think harmony is

very important.” (Fire Co., interview Managing do#or, 31st, Oct. 2003)

Harmony can be achieved by retaining good workima with subordinates. As can be
seen from the Table 7.4.1, Q8., Socializing in wooktributes to morale and builds up
trust between management and subordinates in amiaggion. All (100%) Taiwanese
managers, whilst in UK and Taiwan, agree that adgpersonal relationship between
managers and subordinates in work will get the whke efficiently, compared to 87 %

of British managers.

“A good employment relationship can improve moralad trust. It can help
people work much more efficiently.” (Daffodil cmterview General manager, 1st,
Dec. 2003)

It can be seen from Figure 7.4.2 that the purpd¢@)socializing (7 1) in work and (7 2)
outside work is to achieve cooperation and trusB (%), and ease conflict - (7 1 3)
managing arguments between superiors and subagdinkte purpose of socializing (7 1)
in work is to monitor employees. Two variables wesed, the company size and the

culture differences influence in (7) socializingan organization, please see Table 7.4.1

Q2.
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Figure 7.4.2 Socializing towards a harmonized workipce
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7.4.2 Loyalty

Long-term employment is seen as a desirable peaditd derives from the principle of
Confucianism, where the relationship between ratet subject indicates the foundation
of loyalty and duty. Actually, non-family memberdaordinary employees often feel as if
they are outsiders, and thus have a lower degreyalty and a lower level of
responsibility (Chen, 2004, P.76). In addition,eafthe economic downturn iA000,
Taiwanese management values in Taiwan may be aigrgward a lower valuing of
loyalty (Wu 2004). The data confirm that long-teemployment is desirable, according
to Taiwanese managers. Based on the reciprocityabivanese culture, Taiwanese
managers prefer employees to stay in a firm lortgan British managers, and this
influences the design of human resource practigels as training, flexible employment
and reward. However, Taiwanese managers are irsiigmoclose to the owner, thus,
their values only represent the core members inChimese organization. Table 7.4.3
indicates the perspectives of three groups towaidihg, employment mobility and the
pay between full-time and part-time staffs as vesllthe cultural assumption associated

with seniority.
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Table 7.4.3 Loyalty

Loyalty Taiwanese Taiwanese British p
managers | managers (UK | managers
(Taiwan) N=35 N=16
N=17
% agreeing with statement
Q1.Training is a cost and 17.6% 34.3% 0% 0.007*
not an investment
Q2.Employees should  47% 51.4% 18.8% 0.032*
work long-term (at least
five years) for one
company
Q3.The full-time 82.3% 68.6% 18.8% 0.000*
employees should get mofe
pay than other part-time
employees.
Q4.Long service  17.6% 28.6% 25% 0.791
employees achieve motre
than employees with few
years of service with the
company and should thus
receive more pay.
Q5.0lder employees  5.9% 2.9% 6.3% 0.058
achieve more than younger
employees and should thus
receive more pay
Q6. Employers should 41.2% 40.0% 56.3% 0.279
provide long-term (at least
five years) employment for
their workforce.
% preference
Q7.Working in an firm| 82.4% 70.6% 30.8% 0. 0131
over 5 years

Q1.-Q6. variables measured on a four point scal&ttbngly Disagree; 2. Disagree; 3.

Agree; 4. Strongly agree. * P<0.05

Training

As shown in Q1 in Table 7.4.3, training and develept is accepted as a good concept to



improve an organization, however, Taiwanese managem the UK think of training

and development in the UK as a cost, because dfigielabour turn over in the UK.

“We have to train them before they start their jde have to train them by
sending them to the training course or outsourcitrgining course. In

manufacturing, | assign someone to teach the newecdow to operate the
machine, put raw material into the machine, cleamd categorize the products. |
give them a training period, in which sometimesghaluction line will stop and
it will reduce the productivity and increase thestdHowever, the British are very
smart and very realistic (and have no commitmentiere | think training is

cost.” (Dragon Co., interview Technical supervisBW,May, 2003)

Length of employment

Although the Confucian emphasis is on age and sgni{®@haw et al 1993), there is no
lifetime employment in Taiwan and employees are fite jump up the career ladder
(Hwang, 2000). However, when Taiwan faced the fesbnomic downturn in 2000,
Taiwanese companies had to learn how to fire eng@eybecause they had not
experienced laying-off employees for the past 20/88rs (Wu, 2004, P.103). In Table
7.4.3, Q6 indicates that Taiwanese managers disabat employers should provide
long-term (at least five years) employment for therkforce. In relation to industry, the
financial service industry is almost the same as Ith industry. After abolishing the

constraints of setting up banks in Taiwan, the bamkndustry is very competitive in
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Taiwan.

“Its a competitive era in the banking and IT indss, there is near zero profit
for doing business, even the company doesnt khawcan survive next day so
how it can provide employees long-term employmémt®ip Co., interview
Managing director, ¥ Dec. 2003.)”

Similarly, due to the contribution of technologygmduction, the IT industry can move

anywhere to find cheap labour.

“In Taiwan, our younger generation also likes toaclge their job, in my
experience. For the long term, | dont really thiBkitish behaviour is wrong. We
always work overtime in Taiwan, but the employedgget nothing in the future,
because manufacturers have moved to Mainland Ch{korse Co., interview
Vice president, 13, May, 2003)

However, as shown in Table 7.4.3, Q2, Taiwaneseagement believe employees should
work long term, because they perceive it as a legrprocess and as an opportunity for
network building in an organization. Their own vedualso reveal their commitment to
their organization, as a high proportion of Taiwsmenanagement will work with the

company until retirement or for at least five years

“It's culture thing, | think employees should wddk a firm for the long term. The
new comer is learning and will be familiar afteretffirst few years.” (Iris Co.,

interview Managing director,”, Dec. 2003)

In addition, Taiwanese managers prefestable career so that work can be done
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efficiently as a result of the gooduanxi (relationship with employees) in an

organization.

“With my character it is not easy to change my jsb,l think my company is a
not bad company to work for. | think people havéetd satisfied... In Taiwan, you
cant really change jobs easily; you have to thabdout your relationships. Even
though you may have excellent abilities, withoubdygersonal connections
(organizational affiliation), it seems very diffltuWhen companies have to make
employees redundant, they would definitely fire. yimube frank, every company
is very different. For example, if | need to knawaaswer quickly, | have a good
connection with manager A, compared with someomhewarking in the firm for
two years who also gives a job to manager A, Manageefinitely gives my work
priority.” (Dog Co., interview Managing director’4 March. 2003)

While British managers agreed less with Q2, perlrafiscting their own preference as
employees, they agree more than Taiwanese managkrQ6. British manager’s values
are very different from Taiwanese managers botthéenUK and Taiwan and they do not

have such a long-term orientation as Taiwanese gaagplease see Q2 in Table 7.4.3).
Reward

As can be seen in Q3, Table 7.4.3, the Taiwanesmageas claim that the full time staff
should get more pay than part-time staff becauseptut-time staff has to have less

commitment than full-time staff. Taiwanese managai regard commitment as an

important factor to reward.

23z



“Full-time workers should get better pay than tharfgtime workers because the
full time worker works here longer than part timerker. It is good for the full
time worker's commitment (Bluebell Co., intervievarMging director, 2 Dec.
2003).”

The data prove that British managers are consitiemabre individualist than Taiwanese
managers with a greater desire for more labour-etankobility and more short-term

employment, compared with Taiwanese management.

Based on Confucianism, seniority and subject modglls crucial. However, although
commitment is crucial, Taiwanese management desunggest that age and long service
should be associated with reward. As shown by Q4Table 7.4.3, Taiwanese
management is just the same as British managememspect to the length of service
with reward, and the age of employees not beirgtedlto reward, as can be seen from

Q5 in Table 7.4.3.

“I dont think senior people have much more contitibn than juniors. They have
just worked here longer. Junior employees may hawede much more
contribution to the company so they may receivemmore pay and a higher
position than seniors. However, our reward systerstill based on the length of
service, but you can not find seniority pay here¢caduse of labour turnover.”

(Dragon co., interview Technical supervisof, l@ay 2003)

Again, Diagram 7.4.2 demonstrate the cultural distawithin groups and between
groups in respect of views about length of senBréish manager in the UK (BB=0.65)

are more homogeneous than Taiwanese managers loKthEE=1.42) and in Taiwan
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(TT=1.15). Taiwanese managers in the UK seem taogltheir cultural value to manage
British employees but their values are also infaezshby British values, thus Taiwanese

managers are the most heterogeneous as showndratiram 7.4.2.

Again, the attitude of Taiwanese management in daiwis changing toward
individualism compared with Taiwvanese managemetiteriJK. It confirms that the after
the economic downturn in 2000, Taiwanese managemaloes in Taiwan may be
changing toward a lower degree of loyalty (Wu 2004} interesting to note that, British
managers and Taiwanese managers in Taiwan (BT=ar8&)oser than British managers

in the UK and Taiwanese managers in the UK (BE=11.47

Diagram 7.4.2 Distance between management groups dhe values attached to

length of service

British
Managers
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E: Taiwanese management in the UK
T: Taiwanese management in Taiwan

Mean of Distances:
Within British management: BB BB=0.65
Within Taiwanese expatriates: EEEE=1.42

Within Taiwanese M: TT TT=1.15
From B to E: BE BE=1.47
FromBto T: BT BT=1.36
FromEtoT: ET ET=1.28

Table 7.4.4. Distances between management groups the value attached to length

of service
To: British Managers Taiwanese Taiwanese
From: Managers in the UK Managers in Taiwan
British Managers 100 226/ t< .001 209/t<.001

Taiwanese Na 100 Na.
Managers in the UK

Taiwanese Na Na 100
Managers in Taiwan

Table 7.4.4 indicates that Taiwanese management cocge with the short-term
orientation of the British work attitude. An index 226 would reflect, in this respect, a
greater distance between British managers and Thasemanagement in the UK than
within just the British managers. Taiwanese maragethe UK and Taiwan could be
seen to be twice as different from British. Tabl.4 shows that (Distance ratio indices
(DRIBE=226; t < .001) British managers do not prefmployment as long as Taiwanese
managers do. Similar attitudes can be found fromisBr management in the UK to
Taiwanese management in Taiwan (DRIBT=209, t <).00&iwanese managers in both
Taiwan and UK, unlike the British, think that emyd@s should work long term in an

organization.
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7.4.3 Trust

Trust is the key factor to building good relatioipsvith employees in the Taiwanese
organization. It is related to issues of HRM sushad autonomy. Trust is also crucial in
Sun-Tzu model of leadership, and it indicates ddeahould be able to delegate power

and to know how to tolerate unavoidable mistakds©her subordinates.

Autonomy/ empowerment

Chinese society is seen as mistrustful (Reddin§5LNetworking contributes to easing
the insecurity and the building of trust. In Taiwgersonal trust was the first principle
and the fundamental mechanism, which made perselationships work. It would seem
to be unfeasible for an employer to hire a top rganavhom he is not familiar with. This
person must be either personally known by the loodse/she must be introduced by a
person whom the boss trusts (Orre et al., 1997, Pawanese managers intend to hire a
trustworthy person and they also regard trust asngortant factor in the organization.
There is no guarantee that people will be autorallyicrusted. It depends if they can

demonstrate their achievements in order to gast (Ko, 1991, P.68).

“I think managing people is not so difficult, justisting them. Just trust each
other. How do you let them trust you? You havéittktwhether you can manage
it before promising your employees.” (Wood co.ematew Managing director,
10" June, 2003)
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The outsider manager changes into the insider idacmaker on the basis of ‘personal
trust’ as the first principle. In order to obtamdt persons have to demonstrate certain
gualities such as good performance. These rulead@rebjectified, but are usually well
recognized by the people involved (Kao, 1991, H6)-The data authenticate that
Taiwanese managers put their trust in their (Br)tlR managers, as they do not have
enough knowledge about British industrial relatidBstish manager have to demonstrate

their ability to gain the trust of their Taiwanesgerior.

“We trust our HR professional. The work system wigsigned by our HR
manager. Only they know their work systems so we tatrust their decision for
the company's own good.” (Water Co., interview Maing director, 24, July
2003)

Owing to the insecurity in an organization, perdoredationship bonds are seen as
enhancing as trust (Redding, 1995). Taiwanese neasdwelieve in socializing outside
work in order to build up trust, however, the Bifitimanager’s attitude is completely

different from that of Taiwanese management (PlsageQ?2. in the table 7.4.1).

“In order to achieve a good company performanceygle need sentiment and
chemistry. If you have a boss who understands yaw definitely feel happier to
work for him. The interaction is very important, @een if | have not done well
enough in my job, and he blames me, | wont feeynanl think trust,

understanding and forgiving each other are veryontgnt. If the Manager has
done something wrong; subordinates cant say angtlabout it. However, when

subordinates do something wrong, the boss blameah tht is not right.” (Rose



Co., interview Managing director? Dec. 2003)

Table 7.4.5 Proportion of management groups agreegn with need for precise

instruction
Trust Taiwanes | Taiwanes | British
manager: | manager: | managet
(Taiwan) (UK) N=16
N=17 N=35

% agreeing with statement

If you want a competent 64.7% 48.6% 68.8% 0.179
person to do a job properly,|it
is often best to provide him or
her with very precise

instructions on how to do it.

The item was measured on a four point rating sdal8trongly Disagree; 2. Disagree; 3.

Agree; 4. Strongly agree.

The need for greater flexibility has led a numbérooganizations to replace the
traditional job description with a concise list dfullet points’ or accountability
statements, often limited to one sheet of papeeaGambiguity and fluidity of job
content are compatible with a shift from the ‘catedelineation of written contacts’
associated with a personnel and industrial rela@gowvironment toward a ‘beyond
contract’ approach associated with HRM (Beardweldl &olden, 1997, P.213). It is
important to note that Taiwanese managers in Taav@hBritish managers in the UK are
again closer to each other and have very similluegatoward limiting job autonomy;

again, it proves the Western idea influence in &aiwAs shown in Table 7.4.5, the
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Taiwanese manager in the UK would rather give theliordinates job autonomy to get a
task done by their own strategy than precise instm. It indicates that Taiwanese
managers in Taiwan hold similar values of thoseghef Western management model,
although the Taiwanese managers in the UK comessiagipporting the HRM goal of

empowerment.

“Everyone has his/her job description, so | justeyithem a guideline. If he has
ability, you just need to give him a guidelineytiu have to give them precise
instruction, that means they are at a lower lewdl, jwhich doesn't need creativity.
Yes, the higher level you are, the less precessienjob description has. The
lower the position, the more precise the job dgximm is. If the nature of a job
needs creativity, you cant really give any rulé@nly for the low-end people do
you need a precise description (Boar Co., interviéanaging director, 8, April,
2003.).

7.4.4Guanxi

Guanxican be said to embody to the national charact&€hifiese management, can be
seen in the approach to the process of recruitmentployment and business
relationships. As discussed in Chapter dari is an action to achieve harmony, while
face is seen as mechanism to achiguanxi However, Taiwanese managers see it as

causing problems in certain circumstances.



Recruitment

Table 7.4.6 Preferences among management groups foecruitment on basis of

personal contact

Guanxi Taiwanese | Taiwanes | British
managers | manager: | manager:
(Taiwan) (UK) (UK)
N=17 N=35 N=16
% agreeing with statement
Q1.1 prefer to recruit someone who has 17.6% 37.2% 43.8%
been recommended by friends/ colleagues/
superiors”.
Q2.Recruiting someone recommended | by 11.8% 28.6% 37.5%

friends/ colleagues/ superiors will result|in

higher commitment to the company”

Q3.Recruiting someone recommended | by 16.1% 51.6% 32.3%
friends/ colleagues/ superiors will result|in
higher commitment to me as manager

Q1.-Q3. variables measured on a four point ratingles 1. Strongly Disagree; 2.

Disagree; 3. Agree; 4. Strongly agree.

However, to achieve good relationship with empleyaedoes not necessarily involve
these principles, such as face. Paradoxicaiwvanese firms rejecuanxiin recruitment,

particularly in high-tech organizations in TaiwaHefmpel and Chang, 2002, P.93).
According to table 7.4.6, Taiwanese managers iwdiidislike guanxi associated with
recruitment. British managers (43.8%) prefer taugdhrough network, while Taiwanese
managers in the UK and Taiwan respectively, onhea@7.2%, 17.6%. @anxirelated to

recruitment is seen as a negative action, becaygeup of people, who are recruited

from aguanxinetwork, occupies the good resource position irom@anization. In this
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highly competitive era, Taiwanese managers in tdeabld Taiwan perceive it as a barrier
to achieving organizational efficiency as showrtha table 7.4.6. in Q1. It is interesting
to note that over half of Taiwanese managers inUKeagree ganxi associated with

recruitment is not related to individual commitmemthile Taiwanese managers in

Taiwan have no longer take it into account, as shimvthe table 7.4.6 Q3.

“I think guanxi is very troublesome. We dont litceuse this kind of connection in
recruitment. | dont like them to form a small gpu It's not good for an
organisation, especially in such a highly compegitera; there is nearly no profit
in the IT industry.” (Horse Co., interview, £3May, 2003)

Although friends and relatives are commonly tardeterecruitment by this means and
the employer-employee relationship overlaps withae personal bond (Hamilton, 1997,
P.269), especially in the recruitment of entry-lesployees in Taiwan (Hsu and Lead,
2000, P.5). However, from Table 7.4.6 it can bectafed thatguanxiis rejected in

relation to recruitment.

On the other hand, in the financial service settdrondon, the Taiwanese MNCs may
have to recruit someone who is a British ChinedmyTexplain that their criteria of
recruitment are to be bilingual in Mandarin and Esing however, the market cannot
supply competent employees. The employer then stekad the resource in the

traditional way, by networking.

“I dont like guanxi related to recruitment. If themployee has no good ability, it

is really bad for our company. However, we need esmm who can speak
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Mandarin and English, so recruiting overseas Cheés the best alternative.
However, | dont know so many people, thus, noynak hire someone through
guanxi.” (Bluebell Co., interview Managing direct@". Dec., 2003)

“I like guanxi but not related to recruitment. Itisot easy to manage it, if | am
going to lay off him/her. However, we dont havengpndaiwanese here and we try
to avoid agencies, so guanxi is not a bad ideadq® Co., interview Managing
director, 2 Dec. 2003)

Relations with employees

Where guanxi is evident is in the firms’ internal relationshipgth employees, the
relation with employees translates &dsouzi guanxi” in Chinese terms, which
demonstrateguanxias an important mechanism in Chinese society. Baophagement
is decentralised, because management stressesiploetance of personal relationships

between the manager and the employees (Zhu anceWan00).

Harmony is found in the maintenance of everybodgse in the sense of dignity,
self-respect, and prestige. “Face” is a key compbirethe dynamics ofuanxi(Chen,
1995, P.54). The data validate that Taiwanese neargiges face to the supervisor, he
expects that the supervisor will obey the rulesligalion) and follow his orders

(obedience). By usinguginxi, Taiwanese managers think that harmony can beaethi

The relationship betweeguanxi and face is intertwined and complicated. Whilst

subordinates should seek to protect and give fatleet superior, the superior should also
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take care not to damage the face of subordinatestivdod, 1997, P.11). The manager
gives face lianzi) to his subordinates by saying, “you have alredatye very well and |
appreciate it.”"Mianzi entails providing empathy with others and avoidspmeech or
actions that cause embarrassment to others. Wheeei$ saved, emotional feelings of

attachment are developed.

“‘My management style is winning my subordinatesartee For example,
sometimes, they are late or absent. There are tayswo solve it. First, you can
shout to them for not obeying the company rulésink that is wrong. So, | use
my way, which is that ‘you have already done vesyl and | appreciate it. | just
want you to do one more thing. You have to keeptyoe right. If you keep your
time right, you keep me right. It's a benefit fouy You got to help me, and then |
can help you'.” (Rabbit Co., interview Productioramager, 2° May 2003)

Reward

In Taiwan, the reward system is influenced by thengple of reciprocity, as

demonstrated in the traditional year-end bonusegaysiThe bonus system dates back to
pre-modern agricultural society in Taiwan, whichpdrasized gift exchange between the
owner/manager and the employees of the firm aetlteof each year. This tradition has

been broadly accepted and has continued into thestnialized era (Cin et al, 2003).
Three-quarters of the Taiwanese MNCs have a bocbenge, which is based on
individual and company performance. The appraisahainly done every year before

Christmas.
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“My company gives employees a Christmas bonus basdbeir wage. It means
that the employer shows his appreciation to em@syand hopes employees will
work hard in the following year.” (Earth Co., intéiew financial coordinator, 18
Nov. 2003.)

The bonus is related to company performance ingerfifinancial performance, and then
individual performance, which is the same ideologyeward. In addition, the manager’s
idea is related to the time dimension, for exampl®mpenaars and Hampden-Turner
(1997) mentioned that in synchronized culture pegae the past, present and future at
the same time. The reward for employees is basedaronndividual's past year
performance so the employees know their effort béllrewarded well. So the following

year, they will try to perform well.

“My company gives employees a bonus, which is baseteir performance. The
criteria are attendance and daily performance swachworking over-time. We
dont have over-time pay, so | will give them a b®to appreciate their over-time
work. Its good for commitment.” (Fire Co., inteewv Managing director, 31
Oct. 2003.)

7.4.5 Leadership

The Chinese have a specific idea of what beingaddeis. Chinese leadership is the
outcome of a fusion between Confucian and Sun-Teaddrship ideas and has
implications for HRM issues such as recruitmerining and the authority of the leader

as shown in the table 7.4.7 and its contents wldiscussed in detail in the following
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sections.

Table 7.4.7 Proportion of agreement by managementgups with statements about

the role of leadership

Leadership Taiwanese | Taiwanes | British p
managders | manager: | manage
(Taiwan) (UK) S
N=17 N=35 N=16
% agreeing with statement
Q1.1 prefer to recruit new graduates 37.2% 6.3% 0.039%*
Q2.Training needs should be determined 11.8% 17.2% 50% 0.021*
by the individual employee
Q3. Itis important for a manager to have 100% 94.2% 68.8%| 0.014*
at hand precise answers to most of the
questions that his subordinates may raise
about their work
Q4.Performance appraisal should |be 88.2% 82.9% 100% 0.078
utilized to identify training needs.
Q5.Continuous investment in training 94.2% 88% 100% 0.227
and development can raise employees’
knowledge in order to enhance
organizational efficiency
Q6.Promotion criteria should be explicit. 82.9% 75% 0.512
Q7.Employees should be able to discuss 94.1% 94.3% 93.8% 0.940
the reviews

Q1.-Q7. variables measured on a four point ratingles 1. Strongly Disagree; 2.

Disagree; 3. Agree; 4. Strongly agree. *P<0.05

Recruitment

In Taoism, there is essentially no difference betwgoodness and evil. The contrasting

motivational factors influencing human behaviowcls as love versus hatred, arise from
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the same place, just like two side of the same.d@ime can turn love into hatred and
hatred into love, as they are not essentially difié and depend on theifcumstances
(Chen, 1995, P.40)Wisdoni is a crucial factor in Sun-Tzu leadership, whiokans the
ability to observe changing circumstances and t@aeoordingly (Chen, 1995, P.43). As it

can be seen in Q1 in Table 7.4.7, the situatidriaking applies to recruitment:

“It depends on jobs: for business, it is bettehtee someone with experience. For
technical staff, | prefer to recruit new graduategh a technical background. If

new graduates have a technical and science backgiahey have better quality.

Because technology upgrades day-by—day, they l@aont new technology from

school and university.” (Gold Co., interview finaakdirector, 3%, April 2003)

From Figure 7.4.3, the criteria for (5) recruitmemée (5 4) loyalty, (5 3) skills, (5 2)
personality and (5 5) experience. The desired paigp characteristics focus on
cooperation in order to be able to work in tearsgzan be seen in Section 7.4.1, harmony
as well as hard work, which means working overtitagibly to respond to any demand
from customers. Again, a stable workforce is dédgratherefore, loyalty is crucial in
Taiwanese MNCs (Please see Section 7.4.2 loydNgl graduate recruitment will
depend on company size and position. The compaydfi Taiwanese MNCs is fairly
small in the UK; therefore, they would not like tecruit new graduates, except to
technical positions. Job agency and (1 3) guamnxicammonly used in recruitment in

financial service industry.
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Figure 7.4.3. Recruitment
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Training

In relationship-based governance the informatiamicsire and the decision-making
modes of firms are normally closed and centralifedet al, 2004, P.63) and this
influences leadership style. Sun-Tzu leadershipahssstemised set of instruction to be a
good leader, “strictness”, “benevolence”, “courggéiisdom” and “Sincerity”. The

training decision is associated withcolurage”, it means that he should not be afraid of



making risky decisions, but at the same time hetmas make quick or irresponsible
decisions (Chen, 1995, P.43). Although Taiwaneseag@ment considers subordinates’

opinions, the manager should have the power to riaékedecision about training.

“Training should be decided by both subordinate andnager. We have to be
concerned about employees’ desire.” (Daffodil Goterview Managing director,
1% Dec. 2003)

Sun-Tzu philosophy focuses on how companies witli-tineened employees can be
managed with great efficiency (Chen, 1995, P.49nil&ly, Confucian Leadership
originates from within the person, but this doe$ mean that one is born with those
gualities; they can be acquired through a consasfiast of self-cultivation and constant
learning (Fernandez, 2004, P.23). Sun-Tzu and @aarfueadership influence Taiwanese
managers, who perceive training as an investmerligving that taking good care of
their employees can be exchanged for their commitnh®oking after employees can be
achieved in several ways, such as improving slollggiving good rewards. From Q5 in
Table 7.4.7 it can be seen that almost all Taiwaresswell as British management agree
that “Continuous investment in training and develept can raise employees’

knowledge in order to enhance organizational efficy”.

“l send them to training, not only to improve skilbut also to improve their
views by brainstorming. It can leverage their ajilin order to benefit the
organisation.” (Water Co., interview Managing diteg 24, July 2003)

A Benevolenteader understands the problems of his subordireatd cares about their
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well being (Chen, 1995).

“It doesnt matter about their performance, if ystill want him to work for you,
employers should provide training opportunitiesnf®one cant perform well, if
he does not have any chance to improve himself.igh&ong. Because he works
here and has his value, you can guide his potehti@oar Co., interview
Managing Director, 8, April 2003)

As it can be seen in Figure 7.4.4, training carm d&e seen as a cost because of the
unstable workforce in Taiwanese MNCs in the UK §ske see Section 7.4.2 loyalty). The
advantages of training contribute to (4 4) employ®elvement, such as teamwork (26),

commitment and knowledge leverage of (4 1 1) nevdpcts.



Figure 7.4.4 Training & Development
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Promotion

Although Q6 in Table 7.4.7 indicates that the citeof internal staffing should be
explicit, the qualitative data claim that promotiorolves complicated processes such as
politics in an organization. The next item of prdmo criteria explains the complexity of

promotion in Taiwanese organization.
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“Promotion criteria should be explicit, but it isnpossible to know why someone
can have promotion. It involves politics and isywe&omplicated.” (Tulip Co,
interview Managing director, 2, Dec. 2003.)

Confucianism and Taoism leadership are based oalnméiluence, such as awakening all
people to a realization of the fundamental goodisé$siman nature, of the right way to
be a person (Fernandez, 2004, P.26-28). The mbeabcter of leadership is related to
integrity, honesty and commitment to the work tgslood et al, 2002, P.266). Therefore,
the majority of Taiwanese managers take both pefsdmaracter and performance into

account, while making promotion decisions.

“Do you know sometimes people perform very welt,dm not suitable to be a
manager? So, if he becomes a manager, both hehendubordinates will suffer
because he cant manage people well. If you give &iproject, he can do it
perfectly. | have seen many cases over a long timdoesnt matter about
ambition. So, | believe personal characters andgrenrance should be concerns
in promotion. A leader should be a good exampleotber subordinates.” (Dog
Co., interview Managing Director@March, 2003)

Role-modelling

A good senior manager should be able to combinact'stliscipline” with his own
example and mete out punishment decisively anty f@hen, 1995, P.43). The interview

data from Taiwanese managers demonstrates this:

“I think the behaviour of management has an infeeelon subordinates. | think
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clerks always behave like their superior unconssippuEven their talking method
will be similar. It is based on my experience. Yawe a well behaved (moral)
manager; you must behave well in the future. Ircpca, there are plenty of cases.
As a leader, | feel | am very lucky to have so ngood superiors to give me good
role models. A leader should have abundant knoveedgd get along with
people.” (Morality is very important.) (Daisy Canterview Managing director,
2", Dec. 2003)

A true leader is willing to work hard and ceasdless their path to perfection. That is
the way of the gentleman being defined as the dme stiows in superior behaviour the
true reflection of his or her character (Fernand#4, P.23). Therefore, Taiwanese

management find it hard to manage British employees

“We like to work very efficiently but their work gais slower than ours.” (Sheep,
interview 27, June, 2003.)

“In Taiwan, some employees have to work until 700@.00pm. It's impossible
here. After 5.00pm, only Taiwanese employees valkw (Tiger, 29", April
2003.)

Taiwanese managers see overtime work as partiofesity. It is important to note that
the notion of Taiwanese managers toward Britishleyges, work effort may be wrong.
However, Cully et al, (1999, P.156-157) argue thmaire than half (53 per cent) of
employees respondents said that they did overtimos,vwith a quarter doing up to 5
hours per week, 17 percent doing between 6 anad@iishand 11 percent in excess of 10
hours. The reason for working extra hours or owestimight be categorized as

instrumental, compulsory, and commitment to the goldl the group. Occupation was
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closely associated with commitment; high commitmesais more widespread among
managers and professionals, but far less evidemon@ craft and skilled workers and

operative and assembly lines (Cully, 1999, P186)187

Performance management

A benevolent person is not happy if he alone i€sssful or able to understand the truth,
while others are not. He feels obliged to help mtht succeed or comprehend
themselves. From the practice of kindness andcpistve obtain trust and social harmony.
Without trust, normal relationships between peoptauld be impossible (Fernandez,
2004, P.26-28). The method to finding the employeesds in their work is performance
appraisal. As shown in Q7 in Table 7.4.7, almotTalwanese managers agree that

performance appraisal should be utilized to idgntdining needs.

“Performance appraisal is used for training. If seane’s performance is not
good, we should give him/her training.” (Monkey Cmterview Managing
director, 28", Feb. 2003)

The differences in emphasis are shown in Table87 gdummarising responses to a

guestion about the location of responsibility fastakes.
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Table 7.4.8 Responsibilities

If a mistake was discovered which had been caugdtidonegligence of one of t

members of a team, where would you see the redpibtysiying?

Taiwanese M| Taiwanese M British M in
in Taiwan in UK UK
The person causing the defect by negligen 0% 5.7% 37.5%
the one responsible.
Because he or she happens to work in a| 11.8% 22.9% 6.3%
the group should carry the responsibility.
The person causing the defect by negligt 88.2% 71.4% 56.3%

and the supervisor are responsible.”

Taiwanese management indicates that a good lemd@ei who should be responsible for

success and failure.

It confirms Sun-Tzu philosaphinfluence

in Taiwanese

management. Taiwanese managers think managersdshaué theability to observe

changing circumstances and to make adjustmentdm any danger. A manager should
be responsible for the company’s success or failline managers should have sufficient

power so that they can co-ordinate their strategmas tactics based on the changing

environment. Managers should be responsible foniugs or losses.

“I think the leader should be responsible for sueer failure. Yes, the individual

has to be responsible for it as well. The leadehéscontroller, he/she should find

out the problem before it happened. So, in thegperdnce appraisal, both of

them receive bad credit. The leader should recaiveuch worse appraisal than

workers. The leader should work hard as a standardottom line.” (Dog Co.,

interview Managing director, 2March,

From Q3 in Table 7.4.8 it can be seen that the ntyjof Taivanese management agree

that it is important for a manager to have, at hanecise answers to most of the

2003)
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guestions that his subordinates may raise aboutwloek”, thus setting the standard by
his own example. Although most of the Taiwanese agers realize British employees
are very different from their own people and tleein discipline might not be adopted by

their subordinates, they still think leader sholodda standard for his subordinates.

“I was the R&D director. So, | have an engineerimackground and an MBA. You
know the IT industry upgrades their technology guaree months so | have to
learn and then teach them. They have to learn freem so they wont feel bored
about doing the same thing. They all gain knowlesige skills day by day.” (Rat
Co., interview Managing Director, 20th. April, 2003

This confirms the research conducted by Lauren8%)8howing that the Asian Pacific

managers think the manager should be a speciblstt@a provide convincing answers to
technical questions. Hence subordinates seek adroce their managers that eases
conflict in organizations where there is a belietta manager should definitely know
more than his/her subordinates. Furthermore, thay rastrict questions to topics on

which they know that manager is technically compete answer. For example, the
manager who can't answer subordinate’s questiosssistatus. That is to say that the
unity of the group depends on the manager maimgihis/her hierarchical position,

his/her loss of status would endanger the secantystability of the entire groups and so
also the interests of its individual members (Latrel983, P.85; Trompenaars and

Hampden-Turner, 1997, P.107).

Chinese leadership style is paternalistic to aatomr with a high power distance

(Redding 1995). The data from the interviews comfthe Chinese leadership style of
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Taiwanese managers, which centralize their powealrse the company size is fairly
small here. The company size of Taiwanese firmnthenUK demonstrates the differences
in terms of decision-making and co-operate govereaithe power is centred on the
managing director and they assume that subordirsdiesld accept the order from the

top.

“You must listen to top management, they may or neyhave better ability than
you, but it is essential to listen to and respdmirt decision.” (Gold Co.,

interview Managing director,"§ April 2003.)

One of Sun-Tzu's leadership qualitieSificerity concerns the ability to win the

complete trust of subordinates in terms of fairnaed trust. He should be able to
establish mutual trust between management and gegdoHe must be able to delegate
power, while knowing how to tolerate unavoidablestakes by his subordinates (Chen,

1995, P.43), this can also be seen in the tabl& THst.

The non-rational power is centred on ownership @ntrols the organization. As shown
in Q7 in Table 7.4.7, Taiwanese managers can distiesreview with subordinates, but
they will not alter their decision. Taiwanese masragnt demonstrates their power in the

decision of employees’ performance.

“We have an annual review for performance. Of ceursubordinates dont feel
satisfied so they can say to me, but | won't comse. | will explain to them why
they get this mark. They can write down their disagient, but | wont change

my mind.” (Daisy, interview, %, Dec. 2003)
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After appraisal, Taiwvanese management may decideytoff unsuitable employees
although this desire may have to be modified by Bmitish employment regulation

(societal effect).

“Our HR is outsourced, because there is lots ofidiegion about managing
people here. For example, if employees dont perfarell; we cant lay off them
easily, compared with Taiwan. In the UK, we havgit@ them notice by letters or
have meetings to talk to him about improving hisrkwquality.” (Daffodil,
interview £' Dec. 2003)

As it can be seen in Figure 7.4.5, the criterigperformance appraisal are based on (26)
team effort, cooperation on a (2 2) collective leared on the (2 1) individual level on (28
1) hard working attitude and (2 3) attendance. I8 responsibilities for default and
achievement lie with both (10 3) superior and sdimates. The duration of performance
evaluation is based on the annual (9 3) performahiter discussion with employees, the

managing director makes final decision (2 4).
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The question whether there is cultural difficulgtlveen Taiwanese and British managers
in the UK. As diagram 7.4.3 shown, the homogenaaigsvdnese managers in the UK and
the heterogeneous British managers in the UK dfereint but may seem familiar and
not necessarily very foreign. The cultural distameiects the “foreignness” of the
management style between HQ and subsidiaries. haseamanagement style in the UK

includes Taiwanese management style in Taiwan.
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Diagram 7.4.3 Distances between management groupsn adecision and the

knowledge of a leader

B: British managers in the UK
T: Taiwanese Managers in Taiwan;
E: Taiwanese managers in the UK

Mean of Distances:
Within British management: BB BB=0.99
Within Taiwanese expatriates: EEEE=0.40

Within Taiwanese M: TT TT=0.22
From B to E: BE BE=0.83
FromBto T: BT BT=0.81
FromEtoT: ET ET=0.31

Table 7.4.9 presents leadership values for decisiaking and knowledge for different
management groups. From Taiwanese managers in heéoWBritish managers has
clearly differences (DRIEB=207, t>.001), similarfspm Taiwanese managers in Taiwan

to British leadership are very different from th@wn (DRITB=368, t > .001). It



confirms the cultural distance between managementpg as shown in Diagram 7.4.3,
Taiwanese notions about leadership, based on Sumid Confucius, are tightly focused
and very clear, British ideas about leadershipvade-ranging and heterogeneous and,
because of this, can happily include most of thevdaese leadership model (particularly
that held in Taiwan) without it seeming out of @adaiwanese managers however could

not accept most of the British ideas about leadpisécause they fall outside their circle.

Table 7.4.9 Distances between management groupsdaecision and the knowledge of

a leader
To: British Managers Taiwanese Taiwanese
in UK Management in the Managers in Taiwain
From: UK
British Managers 100 Na Na
Taiwanese 207/t>.001 100 Na.
Management in the
UK
Taiwanese 368/t>.001 Na 100
Managers in Taiwan

7.4.6 Familism

Familism is the means to construct vertical retegiops based on the Confucian ethic
and it influences Organizational structure in te&estion of the decision maker and the
style of decision-making. This can be illustratédotigh the choice of metaphor to

describe how respondents see the company.

Family style culture tends to be high contexteam which reflects to the sheer amount

of information and cultural content taken for gehtoy members. The sports team
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indicates low hierarchy and good communication @tede, 1991). Relationships tend to
be diffuse and power is political in the sense eihf broadly ordained by authorities
(Trompenaars and Hampden-Tuner, 1997, P.157-168)td say that the family style and
sports team have the same meaning, thus, the asagemal structure of Taiwanese
MNCs in the UK confirms Hofstede’s (1991) study,ig¥hindicates Asian organizations
belong to the family style. According to survey aainly from Taiwanese managers in
UK in the table 7.4.10, by far most frequent compamnage in the survey was the sports

team.
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Table 7.4.10 Organization structure

IMAGE
Cumulative
Frequency Percent Valid Percent Percent

Valid market 1 2.9 2.9 2.9

family 6 17.1 17.1 20.0

machine 4 114 114 314

pyramid 5 14.3 14.3 45.7

sports team 19 54.3 54.3 100.0

Total 35 100.0 100.0

Image

30

20

Frequency

o

market family machine pyramid sports team

Value

“l think we are a sports team, because we are \@nall firm. A sports team
means every position is very important. If thera Isophole or leak, the company
will have a big problem. | just got a phone cabbrfr Germany; they had some
problems, so | referred it to the financial managefDog Co., interview
Managing director, % March, 2003.)

The inner circle (please see chapter 4) consisisoske few key people toward whom the
principal owner feels that greatest degree of tanst confidence. The core group and the
segmentation of firms and managerial positionshim business groups strengthen the

control of owners and their confidants and les$enpossibility that their centrality can
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be challenged successfully (Hamilton, 1997, P.28%ple 7.4.11 depicts that only in
37.1% was there no inner-circle that makes decisimaning that the Taiwanese
managing director makes the decisions and 5.7%arese manager makes decisions. In
42.8% cases, ‘no circle’ means ‘Taiwanese manawdys, there is a Taiwanese manager
and the decision making power is centred on Taisameanaging director. All types of
decision-making remain in the hands of the ownard those in the inner circle.
Therefore, the quantitative data confirm that mamaent tends to be formal and
localised to each firm, while control tends to héormal and spans the group of family

owned firms (Hamilton, 1997, P.264).

A relatively high preference for decision-makingoigps is Taiwanese managers and
British manager (34.3%). The British managers calte tpart in the decision-making
process, which indicates the trust build up betwEaiwanese and British management

(please see the section 7.4.5 Trust).
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Table 7.4.11. Inner-circles

INNERCIR
Cumulative
Frequency Percent Valid Percent Percent
Valid  no 13 37.1 371 371
taiwanese manager 2 5.7 5.7 429
British manager 1 2.9 2.9 45.7
professionals 2 5.7 5.7 514
other 2 5.7 5.7 571
TM&BM 12 343 34.3 914
TM&B&P 1 2.9 2.9 94.3
T+B+P+HQ 1 2.9 2.9 97.1
T&P 1 2.9 2.9 100.0
Total 35 100.0 1000

Inner-circles

14 &

12

10

Frequency

no British manager other TM&B&P T&P
taiwanese manager professionals TM&BM T+B+P+HQ

Inner-circles

The organizational structure has an influence aristn-making style. When the firm
changes into a larger and more professionally medhafym, this form usually
demonstrates the development of decentralized idaemsaking and the adoption of

more structured control system (Redding, 2000, )P.B&milton (1997) argues that no
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matter what is the firm’s size, family control iet centre of Chinese management
character. After the economic downturn in 2000, rtiegor companies have successfully
transformed into flatter organization during thestpive years through organizational
re-engineering. The organizational levels have ceddrom 10-20 layers to eight layers;
in result the new form of organization contribute better communication and

distribution of power to frontline employees (W@, P.103).

Table 7.4.12 displays that British and Taiwanesenagars perceive that there is a

Taiwanese management decision-making style in #vganese MNCs in the UK.

Table 7.4.12 Decision-making

Which of these managers do you feel is most likeself?
For British manager, which of these managers do you ifeehost like your Taiwane
managers?

Taiwanese NTaiwanese N British
in Taiwan in UK Manager

Manager A usually makes his/her decisi 11.8% 2.9% 33.3%
promptly and communicates them to his
subordinates clearly and firmly.

Manager B usually makes his/her decis| 29.4% 38.2% 33.3%
promptly, but before going ahead, tries to exf
them fully to his/her subordinates. Give them
reasons for the decisions and answers whg
guestions they may have.

Manager C usually consults with his/| 47.1% 50% 33.3%
subordinates before he/she reaches his/her des.
Listens to their advice, considers it, and {
announces his/her decision.

Manager D usually calls a meeting of hisj 11.8% 8.8% 0%
subordinates whethere is an important decision
be made. Puts the problem before the group
invites discussion. Accepts the majority viewp
as the decision.
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As shown in Table 7.4.12, Taiwanese manager temdsttsubordinates participate in
decision-making but still perceives his hierarchexad political role in the organization
as being to make decision. Half of Taiwanese mamsaggEe themselves as Manager C.
Similar perceptions are illustrated in the ideagraming decision, please see the section

7.4.5 Leadership.

“We have lots of meetings, | will listen to thendahen consider the Pros and
Cons. Finally, I will make the decision, which irtkis the best solution. Because
everyone has his or her preference, as managérpuld make decision.” (Fire

Co, interview financial co-ordinator, 31Nov. 2003.)

7.5 Summary

In conclusion, this analysis helps to conceptudlige comparisons of the three groups
and to give an insight to the cultural value migmnatfrom Taiwanese HQ to the UK
subsidiary. Since the differences between the gr@up statistically significant in only
nine out of fifty six items, it could be argued thlhe westernisation in Taiwan and the
Japanisation in the UK are resulting in a convecgenf work systems in both societies

(the dominance effect).

The value differences between Taiwanese managerBatish managers in the host
country are statistically significant. This resdamonfirms that most of the literature
highlights how difficult it is to manage a subsigiavithout understanding national

cultural differences. Taiwanese management cortstinear work system based on their
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headquarters experience but take into considerdiotish legislation and working
practice, owing to their ideology of being ‘situmtibased’, which means adaptation to
local conditions (societal effects). It's worth maf that the squared Euclidean Distance
highlights the statistical differences in a lotddtail and presents the compatibility of
management styles between British and Taiwanesageament. The reward system as
well as personal contact (socialisation) demoretrat significant cultural difference

between Taiwanese and British management in the UK.

It is important to note that the cultural similgribetween different cultures, Taiwanese
homogenous perspective to Confucian and Sun-Taiefehip in Taiwan and again the
western cultural impact on Taiwanese managers & K make them more
heterogeneous than Taiwanese managers in Taiwanet@oeffects). Since Chinese
leadership model can be seen as similar as tranafmmal leadership in western
management, British managers do not to have arabldifficulty. Therefore, this case
does not confirm the culturalist theory that cudtudifference is likely result in conflict in

an organization.



Chapter 8 Conclusion

8.0 Introduction

In this thesis conclusions can be drawn concerrsegeral areas of Taiwanese
management within the UK. Some conclusions relatth¢ strategy of human resource
management in respect to integration and commitrsieategies and others demonstrate
the contextual components of HRM in Taiwanese congsain the UK. These
conclusions draw on the comparison between theonsgs of the Taiwanese and British
managers in this study and also from the literauidence, reviewed in Chapters 4 and
5, of the practice of Japanese companies in the ThHe Japanese are the only other
major non-Western MNCs operating in the UK are régd as having a similar culture to
the Chinese/Taiwanese. However, as has been shinencultural differences are
sufficiently significant to be reflected in differemanagement styles. The relationships
between the above factors will allow the generat@ina model of IHRM more

appropriate to an East-West diffusion of practice.

The key findings of this research:

Culture has been an important factor in the trangfeHRM and IHRM practices

from Taiwan to the UK
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A Contextual paradigm is more useful than a Uniakssparadigm while researching
in the field of HRM and IHRM

Both nationality effects and societal effects ieficed management style in
Taiwanese MNCs in the UK

The small size of Taiwanese companies in the UKfoeces the role of the senior
(Taiwanese) manager as head of the ‘family’

Despite overall similarities in approach there waretoral differences in strategies to
key HRM areas such as recruitment.

Western HRM theories still can apply in Eastern MiNBut HR practices are bonded

to national culture

8.1 International Human Resource Management

Cultural theorists, such as Hofstede (1980) andnpenaars (1997), by emphasising the
importance of host country culture for the Westanmed MNCs, have demonstrated the
limitations of the Universalist approach to IHRMdagiven support to a more Contextual

model.

This research which has largely taken a contexteaspective has demonstrated three
major processes which arise within the relationdbggtween the MNC and the host

country. First, the nationality effect which empisas the work system and its essential
values transferring from the home country. Secqrallgocietal effect, which emphasises

the values and practices and institutional framéwomrevailing in the host country.



Thirdly a dominance effect, of the diffusion withMNCs of what are seen as best
practices, mainly originating within Western HRM deds. In addition, there are some
other factors to be considered such as sectorabdesistics and company size of the
MNCs. This research also found an authority efféebe leadership of Taiwanese
managers has a certain degree influence in manégimgn resource in the subsidiary,
which depending on the international staffing €tggt The HR strategy in the subsidiary
should take into account the composition of staffithe strategy of international staffing
and the degree of control from HQ. These factors lma integrated to form a model to

study international human resource managementimthltinational firms.

8.1.1 Nationality effect

The research on Taiwanese MNCs in the UK confiesfindings from Brewster and
Tyson (1991), Ferner and Quintanilla (1998) that¢his clear evidence of a ‘nationality
effect’; as with US and Japanese MNCs, Taiwanesegexs take their values with them
from the parent company to the subsidiary. Theaetealso confirms Muller (1994)
proposition that the organisational effect is ldesninant than the societal effect in the

subsidiaries.

The international staffing strategy should be cdeed carefully. In some cases,
expatriates are only in the position of auditingchnology transferring as well as
financial controllers and the top management alecte®l from the host country, whose

management style is related to their national caltSorge (1995) indicates that
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expatriates as an agent bring their work systenth& host country, but he doesn’t
consider the expatriates position in the subsididryhe expatriate’s position doesn'’t
occupy a top management post such as managingtafjrélce nationality affects is
unlikely to appear in subsidiaries. It would betéeto say, the management style in the
organization depends on the composition of the nfegmagement. Consequently, the

‘authority’ figure affects the management stylédhCs.

8.1.2 Societal effect

However, Maurice (2000) has argued that the sdogffact should also be seen as an
appropriate method to investigate management garisim other countries, when the
societal effect can shape the imported practices. éxample, as we have seen,
Taiwanese managers in the UK construct the workesysbased on headquarters
practices (nationality effect) and their own cudluvalues but have to take into

consideration British legislation and working preetsynchronically (societal effects).

8.1.3 Dominance effect

In Chapter 2 the universalist paradigm of HRM wasBaised for not giving importance
to factors such as culture. However it is cleat ttaninant models of management such
as the Western HRM model do contribute to part@wergence through diffusion of
what is seen as best practice. In the case of haihia is magnified by the continuous

westernisation of the society. This research ssiggeowever that such a dominance
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effect is more likely to be found in headquartergcpice and attitudes rather than in the

practice of expatriate managers in subsidiaries.

8.1.4 Additional Factors influencing IHRM

Additional factors, which influence the IHRM modegisclude the sector and the size of

MNCs.

8.1.4.a Sector differences

According to the contextual paradigm, HR practisbsuld take into account industry
characteristics. That sectoral characteristics mituence HR practices was seen in
comparing the responses of the Taiwanese IT corapanithe sample to those of the
financial services companies. The IT industry isWn as a ‘global’ industry, in which a
series of domestic industries compete against etidr on a worldwide basis (Makhija
et al, 1997, P.680). The competitive pressure am@&adustry is examined at varied levels
of globalisation, such as the function of produttio a company intends to locate in the
cheap labour nation but R&D settles in advancetrnelogy countries, so it is reflected
in the strategies of firms in the industries (Sparr 2004, P.40). For example, the
Taiwanese MNCs in the IT industry has no brand petgl and its business focuses on
manufacturing and providing R&D and service for MN@ith brand names such as IBM
and Dell. The global deal is done at the TaiwartdéQeand the function of subsidiaries

mainly focus on assembly and service for brand namstomers, therefore, the
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subsidiary is seen as a cost from the point of vaéWveadquarters. The sectoral character
influences the business strategy of the subsidimtiie UK, when the firm seeks to gain
competitive advantage by pursuing the competitivatesgy of cost reduction, primary
short-term focus and concern with results and mahilevels of employee training and

development (Schuler and Jackson, 1987, P.210-211).

These sectoral differences are demonstrated iardiftes in staffing practice. Taiwanese
MNCs in the IT industry in the UK confirm with Adil@and Graham’s (1990) model of
IHRM, in which in the international firms stage, na@ers are assigned to posts in
foreign markets to provide general managementnieahexpertise and financial control.
In this stage, culture is likely to play a sign#id part in managing human resources. The
various markets require a differentiated approacti adaptation of the product and
business methods to local circumstances. In addit@ technical competence, then,
selection criteria such as language skills, cradssal adaptability and sensitivity are
also important. Since understanding of local cirstances is a requirement, host-country
nationals are frequently recruited for managemeositpns in the area of sales,
marketing and personnel. As we have seen Taiwad@&es in the IT sector have both
ethnocentric and polycentric strategies. The comtipasof Taiwanese MNCs in the IT
sector is that the majority of Taiwanese expatsiatecupy the managing director position
and then the rest of management posts are comededy British people. Although
Taiwanese expatriates may not be the top managertrezit role can overcome the
disadvantages of the polycentric staffing strategyere the polycentric subsidiary may

not have the same organizational culture as theehoufture. The problem of Parent
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Country Nationals (PCNs) at headquarters is lackntdrnational experience which
makes strategic planning on a global basis muctenddficult (Keeley, 2001, P.104).
Therefore, the mixture of ethnocentric and polygentmethods can enhance the

advantages and eliminate the disadvantages ofstgtkgy.

On the other hand, Taiwanese MNCs in the finans@lices industry adopt a more
ethnocentric strategy in their local staffing tacrat British Chinese. Management
operates from an ethnocentric setting, which camiehte the cultural differences
between home and host countries. Thus the AdleiGratiam IHRM model may not be
suitable to study the financial service industryfafwanese MNCs in the UK. It is worth
noting that it is not a unique way to manage suases for Taiwanese MNCs in other
places; the large population of Chinese immigrgmisvides a recruitment pool for
Taiwanese MNCs of IT and banking industries in Aicgrsuch as Los Angeles (Zhou,
2000, P.138). The culture of the host country is ta&en into account because of the
composition of the local staffing, customers anel Itlisiness orientation. The advantage
of this recruitment method is that it can enhamasttfrom overseas firms to grant credit

(Zhang, 2000, P.191-192).

8.1.4.b Company size

The size of the company is one of the importantofgcin managing human resources.

Monks et al. (2001, P.536) found that a charadtered Irish MNCs is small company

size, and this influence the strategy of develognoédiHRM policies and practices to
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adopt a more flexible approach to internationalisatind enter markets and countries.
Taiwanese MNCs in the UK are very small, and thusrd are three layers in the
organization, Taiwanese managing director, Britismanagers and British
non-management employees. The power is centeradeomanaging director but their
HR strategy is to consult with British employeesdiese of unfamiliar with the British
labour law. Hamilton (1997) suggests that no mattbat is the firm’s size, family
control is the central characteristic of Chinesenaggment. Although the managing
director is not a member of the owner’s family, trganisational structure does retain

the same configuration as the family firm.

8.2 Human resource practices transfer from Taiwand UK

The fieldwork reveals that the similar goals toshof the universalist paradigm of
HRM — commitment, empowerment, high trust and ti@mnsational leadership - can also
be found in Taiwanese management but the techniguemsites tachievingthese goals
will be different in the Taiwanese firms in the Wcause of the cultural values of the
Taiwanese managers (nationality effect). The tephas to achieve the HRM goals will
rely on processes, such @sanxi and socializing outside work although a societtdct
influences some practices due to institutional diagjion. These differences will be
demonstrated in the following sections by a sumntamparison of the responses of

Taiwanese managers and British managers.
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8.2.1 HR practices influenced by the Nationality ééct

8.2.1 a Harmony

The preference for cooperative spirit and rewardeuiies harmony in the organization.
As shown in Chapter 4, Harmony is the most imparelament in managing human
resources in Japanese and Taiwanese society am@hizatpons. Like Japanese
management, Taiwanese management believes theukegss of a company must take
into account everyone’s effort in an organizatidime tactic to achieve harmony is
associated with HR practices; for example, groupard is designed to encourage
cooperative spirit and individual reward underminesrmony in the organization.
Taiwanese managers promote the cooperation thospgeward is designed to motivate

employees.

MBO (management by objective) is seen as specH#istern oriented practices however;
Taiwanese MNCs see performance as a company gbahvinas to be achieved by
everyone in an organization. Therefore, reward vb# based on the financial
performance of the company. Cooperative spirihes main criterion of appraisal in the
Taiwanese organization and Taiwanese managemepotcatgg cooperation and group
reward, which is derived from the philosophy of @mmanism and Taoism. Benevolence
is the central theme of Confucianism and one ofttiteria of Sun-Tzu’s leadership, and
a benevolent person is not happy if he is succkssfable to understand the truth, while

others are not. As described in Chapter 4, he feladiged to help others to succeed or

27¢



comprehend themselves. While the British prefemtotivate employees by specific
individually orientated practices, such as MBO aedformance-related pay, Taiwanese

management rewards group effort and hard workingr(one work).

A comparison with Japanese management may alscséfluhere. Harmony is also
embedded in the Japanese culture but to achieveongrin Japanese society is to obey
the law and corporate policy in Japanese orgaoizgtiwhile to achieve harmony in
Chinese society is to follow the situation, asueficed by Taoism and Confucianism, as
shown in Chapter 4. Wu Lun is the basic rule taveelthe best settlement for both
parties, which must be followed to ensure a harowisociety. On the other hand, in
Japanese management consensus decision-makingpritieple of father and son
relationship is based on obedience, and thereftmeision-making power is political in
the sense of being broadly predetermined by auyhdtor example, subordinates might
have a disagreement with their performance reviewthe managing director would not
accept it. In contrast, the decision-making styfl& @wanese management is consultative.
For example, the Taiwanese managers believed rtatnty decisions should take into
account subordinate’s opinions although Taiwaneaeaging directors should make the
final decision. Like Japanese management, Taiwamaseagement does believe
harmony can be achieved by obedience to authdrie. after-work social event can

balance any conflicts caused in the organizatiothedarmony is achieved.



8.2.1 b Guanxi

“Laouzi guanxi in Chinese, demonstrates thgiianxi is an important mechanism in
Chinese society. People management is decentralimchuse Chinese management
stresses the importance of personal relationstepsden the manager and the employees.
It is worth stressing thauanxiof employment relations is not based on reciprobiy
rather on obedience, with the subordinate in thexanchical relationship necessarily
obligated to obey the superior (Hamilton, 1997,7B)2 However, Taiwanese managers
adopt both strategies in different practices, #@procity in terms of reward as well as
obedience, to obey the superiors to maintain a diizad work place. Chineggianxi
can be seen as patrticularist, so that the reldtiprietween the HQ and the subsidiary is
based on the managing director of the subsidiarg #me CEO. The desirable
characteristic of international staffing for Taivese MNCs in the UK is “trust” which is

the crucial factor to makguanxiwork.

Taiwanese managers believe the personal relatpngltih employees is very important
in managing human resources. The foundation ofalaionship is based on reciprocity,
which is reflected in reward such as a yearly bonidsis compensation based on
organisational performance is the same as thattipedcin Taiwan. According to
reciprocity, Taiwanese management believe corpofiaancial success should be
distributed to all the members in an organisatind axpect them to achieve the same
outstanding performance next year. Taiwanese mamageshows their appreciation to

their employees’ year’s effort, such as overtimelkydor which they should be paid.
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Unlike Taiwanese managers, the conflicts in theceffcan be resolved through

socializing; British managers do not favour soeialy outside work.

While Japanese MNCs apply their recruitment praeessid emphasis on youth in their
UK plants, for example, recruitment, many Japaneseplant managers in South Wales
prefer to recruit younger workers (under 25) wheptiy some evidence of responsibility
and discipline (Elger and Fairbrother, 1999, P.&gctoral differences were apparent
within the Taiwanese companies regarding their eee@f preference foguanxirelated

to recruitment. The Taiwanese MNCs in the IT seatgected guanxi related to

recruitment, which includes the management traresfiefrom the Taiwan headquarters,
as described in chapter 4. However, it was beirgptd in the financial service sector
owing to the shortage of Chinese language abiktgwever, gianxi associated with

recruitment is only a gatekeeper; again, the nevecdmas to demonstrate his/her ability
to perform the tasks and show a desirable attitadee workplace to gain trust from top

management.

8.2.1.c Loyalty

In the Confucian view, the relationship betweemrmand subject is based on loyalty and
duty. This influences HR practices and in particalgpreference by Taiwanese managers
for long-term employment (that is, employees shautdk in an organization more than
five years); however, British management tends hte short-term orientation. It is

interesting to note that MNCs are not stable omtions, they may move to other



countries, depending on their business, which tesil job insecurity, therefore,
Taiwanese managers indicate they can not offesgmirity to their employees. Because
of job insecurity, Taiwanese managers provide imgirand development only if it is
necessary. In addition, Taiwanese managers indittege criteria for performance
appraisal are not based on age and the lengthmo€seAs mentioned in the Chapter 5,
Japanese MNCs demonstrate different managemergfdranin the UK, the Telford
Japanese electronic MNCs do not transfer life-tondong- term employment but the
Japanese in the South Wales do have such longeempioyment. Similar to Japanese

management, employees have job autonomy in TaiveaM®Cs in the UK.

It is worth noting that, as Taiwanese companiesegpced the economic downturn in
Taiwan in 2000, their value changed to acceptrdevidualism of the dominant Western
HRM model. Because of the globalisation of capstatl technology change, firms can
move around the world in order to achieve the cditipe advantage of cost reduction.
Taiwanese managers in the UK and Taiwan indicase tifrey can cope with British
short-term orientation. However, the individuaBsitish managers may have difficulty
to deal with the collectivist orientation of Taiwese managers (See Table 7.4.4 in the
Chapter 7). In addition, Taiwanese MNCs in thes#ctor follow their customers to
migrate to anywhere in the world; thus, it is impibse for them to provide employment

security.
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8.2.1 d Trust

Taiwanese managers do not have enough knowledge almployment legislation in the
host country; therefore, they put their trust iritlBritish managers. British employees
have to go through the process of being trust byvdmese managers in the UK, as
described in the section on trust in Chapter &. iliteresting to note the notion of trust is
similar with job autonomy in the Western HRM modékrefore, the nationality effect is
unlikely to cause conflict in the host country hesa of the resemblance of management

practices.

8.2.1 e Leadership

Unlike the seniority based leadership style in dapa management, Sun-Tzu and
Confucianism leadership are the bedrock of Chineselership, described in detail
chapter 4. Continuous investment in training andetigpment can leverage employees’
knowledge in order to enhance organizational efficy and commitment based on
reciprocal culture as well as the Confucianism eaggh on learning, however, as
mentioned in the 8.2.1b loyalty, Taiwanese managees subsidiaries as an temperate
organisation so they are likely to train their eoygles based on essential needs for the
improvement of the company performance. Lookingraéémployees can be done in
several ways, such as improving skills, or goodarels. Sun-Tzu leadership is related to
recruitment criteria such as personality and omgtianal cultural fit in order to achieve

a harmonised workplace. Although most Taiwaneseagens realise British employees
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are very different from their own people and tleeim discipline might not be adopted by
their subordinates, they still think the leaderidddbe a standard for his subordinates,
which is embedded in Sun-Tzu leadership. As desdriim the trust section, One of
Sun-Tzu’s leadership qualitieSthcerity concerns the ability to win the complete trust
of subordinates, as can be seen in Chapter 4. Tmlgences job autonomy, and a
competent person can do a job properly with jobormaoiny. Taiwanese managers
demonstrated situational based logic in recruitméntepends on jobs such as new
graduates for technical positions, but not managénp®sitions. They believe the
knowledge of technology should be gained from etiocal institutions, which
contribute learners to learn up-to-date technoldgy. the management position, they
prefer to recruit well-experienced people. It isay Taiwanese managers has situational
orientation, in terms of the recruitment. Reductadrstatus differences may not fit the

Taiwanese leadership style; authority is seen asipartant factor in an organisation.

8.2.1 f Familism

Familism is the norm to construct a vertical relaship based on the Confucian ethic and
it influences organisational structure, the setectof decision makers and the style of
decision-making. All types of decision-making rema the hands of the owners and
those in the inner circle (Hamilton, 1997, P.26&jwanese managers are a final decision
maker, but they rely on British professional mamadeecause they do not have enough
local knowledge in area such as marketing and eyn@at issues. Taiwanese managers

in the UK consult British professionals and thisb@sed on trust, as discussed in the
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earlier in this section. The manager’s transitioio ia decision maker, the major criterion
for recruiting people and for selecting businesgnaas has ‘personal trust’ as its first

principle.

8.2.2 HR practices influenced by the Societal Efféc

The societal effect influences the HR practice amfanese subsidiaries in Britain. Even
though the financial service sector of Taiwanese @dNn the UK employ British
Chinese, and thus the HQ management style carfdransthe UK without any cultural

difficulty, they still have to follow the Britishmaployment law, as shown in chapter 5.

Moreover, institutional differences such as complkay of shares, bonus scheme at the
headquarters and economic differences in the heatdgs such as economic downturn
all shape the value of expatriate management. Qoesely, while expatriates transfer
management style from the Taiwan HQ, simultaneotisé/ British national culture,

legislation and history mould practices of Taiwamasgnagement in the UK.

Societal effect in Taiwanese MNCs in the UK canfdiend in the practice of financial

participation. Taiwanese managers in Taiwan beli¢hat employees should be
encouraged to become shareholders in the compadmie, W aiwanese managers and
British managers in the UK have very similar atd#uoward financial participation about
30% lower agreement to it. The reason could be @@@se firms in the UK do not have

share in the British stock market. Although someTafwanese MNCs have a profit
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sharing scheme with shares in the parent compangxjpatriates, it does not apply to

their employees in UK.

Although Taiwanese managers believe outside workiaiping can contribute to
harmonize in the organization, however, this pcacts unlikely to be implement in the
UK subsidiary, because of individualism of Britistulture, British employees are

unlikely to socialize with their colleges.

8.2.3 A suggested model of IHRM

Figure 8.1 demonstrates how the three effectsenatbove discussion contribute to the
HR strategy in subsidiaries and how the authorifgce is influenced by a nationality
effect. The other factors such as company sizerahgstrial differences demonstrate the
influence on HR strategy. It suggests how we cantse connections between societal,
nationality and dominance effects in an integratediel of IHRM. This is however not a
universal model but a contextual model which w8isthe variables appropriate to
Taiwanese companies. Other MNCs (for example thased in Brazil or India) could
use the same category headings but have diffeseragbles within those categories (e.g.

under nationality effect, an Indian company mayude attitudes to caste).
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Figure 8.1 A model of IHRM in the context of Taiwarese MNCs
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Taiwanese overseas branch managers operate orasiseedé what they know Chinese
values and what they find the local workforce. Heer, it does not cause conflict

between Taiwanese and UK staff because althougiotites (practices) taken to get to
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the HR goals are different, the goals do sharegeegeof similarity, as can be seen by the

following comparative table:

Table 8.1 The Comparison of Western HRM and ChineselRM

Dominant ‘Western’ HRM Model Chinese HRM

Transformational leadership Sun Tzu leadership
- benevolence, wisdom
etc

Commitment Loyalty

- to the company - to the manager

- individual reward - group reward
Unitary culture Harmony

- teamworking
Empowerment Trust

It can be argued that human resource managemémiwanese MNCs in the UK has the
same goals as the dominant Western high commitmmsdel, such as trust and
leadership. Two types of organizational commitmeart be found in Taiwanese MNCs:
affective commitment and continuous commitmenteative commitment is achieved by
social events outside work and relationship basedl@/ment relations in Taiwanese
MNCs. Taiwanese management geanxias an important asset, thus they recognise the
cost ofguanxi when the person leaves, the organization losgsytianxi (Lou, 1997). In
short, the objective to achieve high commitmentTawanese MNCs is the same as the

Western model but the means to achieve high comenitns the cultural-bond.

Similarly, in the universalist paradigm of HRM tleadership model is transformational

leadership, which indicates that a leader shoukbg@ss wisdom with associated vision,
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self-confidence and inner strength to guide thelloWvers. This can be found in the
criteria of the Sun-Tzu leadership, which has tlibates of wisdom, sincerity,
benevolence, courage and strictness. This typegainization assumes that people want
to contribute through a common purpose or ideal,the organization offers its members
satisfaction derived from relationships: mutualibhelonging, and connection (a being

culture) (Appelbaum et al, 2004, P.28).

8.3. Implications for research

There are some limitations in this research. Therérst, the cultural barrier in the
fieldwork: it is impossible to select randomly frofaiwanese MNCs in the UK
according to size or the length of internationaisa because the chance to access the
informants depends on networking. The small sangfleompanies in the service
industry produces the problem of testing the dte#ik significance between different

sectors.

Second, the value of the research mainly conduntadquantitative way (Hofstede 1980
and Trompenaars, 1997), is that it demonstratesctiiture influences values and then
behaviour. However, some researches indicate leendia of value research can be
overcome by mixed research methods. The problequanhtitative research method is
that it cannot predict the actual behaviour; butah be resolved by another research
technique, such as qualitative one. For example, ghantitative data indicates that

Taiwanese managers do not like recruitment reladegbanxi however, the qualitative



data reveals that they have to recruit employeeaitih connections due to the language
demands of the firm. In short, mixed research nagtaifer a richer interpretation of data

than either relying on just qualitative or quartiit@ on its own.

Third, international management should be awaiits @xistence when they are trying to
export their own management styles and valuesdthan host country. The institutional
and cultural perspectives should be integratedtalact research in international HRM.

Fourth, the limited language skills of the researahay have resulted in mistranslation.

Finally, this research also suggested that theirogent approach to value research could
bring a deeper insight into organizations. Whileltumal studies in the field of
anthropology are traditionally conducted by usingolar dimensions, making general

statements from the dichotomies of cultural stiedgiearly a dangerous method.

This research has lifted the veil from the undexditag of Taiwanese/Chinese MNCs in
Europe. For future research, first the rate of memnd acquisition between Chinese
firms and Western MNCs such as IBM is rapidly irasiag, thus demonstrating a
different entry mode to compare with this reseamhich focused on foreign direct
investment. Second, although this research paghtatn only to small sized MNCs, due
to the scale of recent Chinese MNCs merger andisiiqn with Western MNCs,

company size should be a variable to be considetgl® conducting further research.

Thirdly, while this research contributes to the ersianding of Taiwanese/Chinese
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management style in the UK responses were mainlgirda at management level; for

further research, the non-management level shoalidduded.

8.4 The implication for Taiwanese MNCs

Although the findings demonstrate that the mainntée of Western HRM have
similarities to Taiwanese management values, tbhenigues for achieving these goals
are different for the Taiwanese MNCs in the UK hmseaof the differences in cultural
values between Taiwanese and British managers eTdh#srences demonstrate that the
HRM techniques are not culturally neutral but rooite culturally specific values. Since
Taiwanese HQ have turned their practices much noovard a Western HRM orientation,
such as by implementing a performance-based pagmys order to achieve high
commitment, it is likely to reduce the effect ofethay-off policy in the economic
downturn era (Wu, 2004, P.103). Therefore, thiseaesh suggests that Taiwanese
management in the UK should consult with the depant of HR at the HQ to transfer
their individual performance related pay to the URhey would have to undergo
considerable re-training themselves to think in tiddestern’ way about individual

reward.

Second, the communication should be explicit. Taeg® management should prepare
for managing arguments with British employees witthie workplace. Unlike in Taiwan,
socialising outside work may not be a good practiceachieve harmony in an

organization, because it is unlikely to fit withethndividualist culture of Britain.



Thirdly, training and development should be prordofa subsidiaries to leverage
knowledge and mutual commitment to the organizatiémally, because of the
characteristics of the MNCs, they may not invesaination for a long term; thus, this
research suggests that Taiwanese MNCs in the UKildhadopt flexible working

practices, such as contract workers, which canceedioe cost of redundancy, while not

only dissolving the subsidiaries but also solveghertage in the busy season.

In the near future, Taiwanese MNCs will probablywédao make improvements in the
managing of cultural differences. Here, the quastibhow successfully they will be able
to deal with the situation will be dependent onmuat extent they are prepared. And to
what extent they are prepared will be depend orstiagegy of HRM in the international
firm. The cultural issue does not stand-alones k icrucial component of designing the

work system in subsidiaries.
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Appendix 1 — Interview and questionnaire scheduleTaiwanese managers (in
Mandarin and English)
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Taiwanese management survey
(Questionnaire for Taiwanese Managers)
This questionnaire is looking at the transferapitit HRM practices among Taiwanese

affiliates in the UK. The first part of guestionmis looking at general approaches and
then the other is looking at the HRM practicesomorganisation.

Company:

1. How many employees in your company?

A. British managers British non-managers
B. Taiwanese expatriates
C. Others

2. How many full-time staffs are there in your orgaization?
A. British managers: Male Female

B. British non-manager: Male Female

3. How many non-full ime employees are there in yo organization?
A. Male B. Female

4. Where is your organization located?

[ ] England[] Wales[ ] Scotland
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5. How long have your company been established?
[11-5[1]6-10[] 11-15[ ] 16-20[] 20+
6. Would you say there was an inner circle in youorganisation?

[ ] Yes[] No

If yes who are they? (Please tick the box and it cambee than one answer)
[ ] Taiwanese managérs Taiwanese manager’s family
[ ] British managers [ ] Professionald | Others (please specify)

7. How long have you been working in this organizain? How long do you think
you will continue working for this company or organsation?

[ ] Two years at the most [ ] From two to five years

[]

More than five years [ ] Until | retire

How long will you stay in UK?

] ©

1-5[ ] 6-10[ ] 11-15[ ] 16-20[_J20+

©

Do you work as a team here?

[] Yes[] No

10. Which kind of work organisation would you prefe?

[] Everyone works together in a team and no oneigéisidual credit or reward.
[] Everyone is allowed to work individually and indival credit can be received.
[ ] Everyone works together in a team but individuablit can be received.

11. If a mistake was discovered which had been cag by the negligence of one of
the members of a team, where would you see the regsibility lying?

[ ] The person causing the defect by negligence istieeresponsible.

[ ] Because he or she happens to work in a team sipensibility should be carried by
the group.

[] The person causing the defect by negligence andupervisor are responsible.



12.People see their organisation in different ways. Wbh of these images is closest
to how you see your organisation?

[ ] Amarket [ ] AFamily [ ] Awell-oiled machine
[ ] APyramid[_] Asports team

Please read the following accounts of four difféneranagement styles and then answer
guestions 6 and 7.

Managerl usually makes his/her decisions promptly and comoates them {
his/her subordinates clearly and firmly.

Manager2 usually makes his/her decisions promptly, but kefpping ahead, tries
explain them fully to his/her subordinates. Giverththe reasons for the decisions
answers whatever questions they may have.

Manager3 usually consults with his/her subordinates befoeéshe reaches his/i
decisions. Listens to their advice, considersitl then announces his/her decisian.

Manager4 usually calls a meeting of his/her subordinatesmthere is an importg
decison to be made. Puts the problem before the growup iavites discussio
Accepts the majority viewpoint as the decision.

13. Which of these managers do you feel is most dikyourself? (Please tick one
answer only)

[] Manager1 [ ] Manager2 [ ] Manager3 [ ] Manager 4

14. Which one of these types of manager is your Taanese manager? (Please tick
one answer only)

[ ] Manager1 [] Manager2 [ ] Manager3 [] Manager 4
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15. Please indicate your agreement or disagreemaenith the following statement.

Strongly Strongly
Disagree Disagree Agree Agree
(1) A companys rules should not [1 [ L]

broken even when the employee #sn
it is in the company’s best interests.

(2) It is important for a managertohave [ ]  [] ] L]
hand precise answers to most of
guestions that his subordinates r
raise about their work

(3) If you want a competent persontoc [1 [ ] ]
job properly, it is often best to provi
him or her with very precis
instructions on how to do it.

16. To what extent do you agree or disagree with ¢hfollowing statements?

Strongly Strongly
Disagree Disagree Agree Agree
(1) Employers should provide lortgrm  []
(at least five years) employment
their workforce.

(2) Employees should work lortgem (a0 [] ] L] L]
least five years) for one company.

(3) A good personal relationship betwt [ ] ] ] ]
managers and subordinates in w
will get the work done efficiently.

(4) A good personal relationship betwt [ ] ] ] ]
managers and subordinates out
work will get the work don
efficiently.

(5) It is always a good thing to he [] L] [] []
conflicts and dferences of opinio

openly discussed.
(6) It is very difficult to have professior [ ] ] ] ]

disagreements without creat
personal animosity.
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17. To what extend, do you agree or disagree thelltawing statements?

Strongly Strongly
Disagree Disagree  Agree Agree
(1) | like to juggle several activitic [ ] L] L]
at the same time.
(2) | believe it is best to comple [] ] ] ]
one task Dbefore beginni
another.
(3) Employees willéel rewarded ar [ ] ] ] ]

fulfilled by achieving planne
future goals as in MB
(Management by objective).

(4) An employee’s currel  [] ] ] ]
performance should be judged
the context otheir whole histor
with the company and their futt
potential.

The following questions are centred in the practice of human resource management
(HRM) in your organization and in general.

18. How important are the following aspects of therole of human resource
management in your organisation?

Very Very
Unimportant Unimportant Important  Important
(1) HRM practices are integrat [] [] [] []
with the company’'s commerc
strategy.
(2) Employees are empowered ] ] ] ]
make decisions about their work.
(3) Performance is measured aga [ | ] ] ]
goal setting (Management
objectives).
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19. To what extent do you agree, or disagree, wite following general statements
about recruitment and selection practices?

Strongly Strongly
Disagree Disagree Agree Agree
(1) | prefer to recruit someone who | []
been recommended by frien
colleagues/ superiors.

(2) Recruiting someone recommendec [ ] [] [] []
friends/ colleagues/ superiors v
result in higher commitment to t
company.

(3) Recruiting someone recommendec [ ] [] [] []
friends/ colleagues/ superiors v
result in higher commitment to me

manager.
(4) | prefer to recruit someone on = [] ] ] ]
basis of hs or her ability rather th:
personality.
(5) | prefer to recruit someone who | [ ] ] ] ]

only can do the job but also will
well into the organisation and ¢
along with colleagues.

(6) | prefer to recruit employees straii [ ] L] L] []
from school/college.
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20. To what extent do you agree, or disagree withhé following statements about
Training?

Strongly Strongly
Disagree Disagree Agree Agree
(1) Training is a cost and not  [] []
investment.
(2) Continuous investment in training ¢ [ ] L] ] ]

development can raise employe
knowledge in order to enhar
organisational efficiency.

(3) Employee development and long t¢ [ ] ] ] ]
education can enhance
commitment to the company.

(4) Training should be focused L] L] L] []
improving technical skills.

(5) Training needs should be determi [ ] ] ] ]
by the individual employee.

21. To what extend do you agree, or disagree, withe following general statements
about performance appraisal?
Strongly Strongly
Disagree Disagree Agree Agree
(1) Employees should be judged []
their loyalty, coeperative spir
and personal qualities, not just
their ability to achieve hic
performance on their job.

(2) To reward individual performan [ ] ] ] ]
undermines the harmony in 1
organisation.

(3) Employees should be able [] [] [] []
discuss the reviews.

(4) Performance appraisal should [ ] ] ] ]
utilised to identify training needs.

(5) Promotion criteria should | [] L] [] []
explicit.
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(6) Promotion decisions should take
[ ] personal character into accouni performance into account.

[] both personal character and performance into adcoun

22. To what extent do you agree, or disagree, witthe following general statements
about reward?

Strongly Strongly
Disagree Disagree Agree Agree
(1) Employees should be paid within tr
job grade, according to individt
merit.
(2) Long service employees achieve m [ ] L] L] L]
than employees with few years
service with the company and shao
thus receive more pay.

(3) Older employees achieve more rthal_] L] [] []
younger employees and should t
receive more pay.

(4) Employees should be encouragec [] [] [] []
become shareholders in the company.

(5) The fulltime employees should ¢ [] L] L] L]
more pay than other pdrime
employees.

(6) An employee’s rewards should focus solely on

[ ] his/her individual performande] the company’s performance.
[ ] his/her individual performance and the compangdgrmance.
23. Do you have a bonus scheme in your organisation?

[ ] Yes ] No

If yes, it is based Individual performance

[ ] Company performance

[ ] Individual performance and company performance

24. Does this company recognise a trade union?

[ ] Yes[ ] No
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Personal Data

Sex
[ ] Female
[ ] Male

What is your nationality?

[] British

[ ] Taiwanese

[] Other EU (please specify)
[ ] Other (please specify)

Age (1)20-29....ccvvveeiieeennne ]
(2)30-39....cceiiiiiienn
(3)40-49......cccevvveeennn
(4)50-59....cccciviiiiiein L

How long have you been workijin Taiwan?in the UK?
in this company
1-5Years.......ccoeeeeueeeee.n, ] L]
6-10years..........c.ceeuvnnn... [] []
11-15years..................... L] L]

Achieved Currently
Undertaking

Which educational/vocational qualifications havelyazhieved or undertaking?

] []... College/University (Please give subject)
] [ ]... Postgraduate qualification (please specify)
] []... Other (please specify)

Please indicate your current position?

How long have you been working in this organisatio?
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Taiwanese management survey
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Questionnaire for British Managers

This questionnaire is looking at the transferapitit HRM practices among Taiwanese
affiliates in the UK. The first part of questionrais looking at general approaches and
then the other is looking at the HRM practicesomnyorganisation.

1. Would you say there was an inner circle in youorganisation?

[ ] Yes[] No

If yes who are they? (Please tick the box and it cambee than one answer)
[ ] Taiwanese managérs Taiwanese manager’s family
[ ] British managers [ ] Professionald | Others (please specify)
2. Which kind of work organisation do you prefer?
[] Everyone works together in a team and no oneigéeigidual credit or reward.
[] Everyone is allowed to work individually and indivial credit can be received.
[ ] Everyone works together in a team but individuablit can be received.
3. If a mistake was discovered which had been caukby the negligence of one
of the members of a team, where would you see thesponsibility lying?
[] The person causing the defect by negligence istieeresponsible.

[ ] Because he or she happens to work in a team sipensibility should be carried by
the group.

[ ] The person causing the defect by negligence amdupervisor are responsible.



4. How long do you think you will continue workingfor this company or
organisation?

[ ] Two years at the most [ ] From two to five years
[ ] More than five years [ ]| Until | retire

5. People see their organisation in different ways. Wbh of these images is
closest to how you see your organisation?

[ ] Amarket [ ] AFamily [ ] Awell-oiled machine
[ ] APyramid[_] Asports team

Please read the following accounts of four diff¢management styles and then answer
guestions 6 and 7.

Managerl usually makes his/her decisions promptly and comoates them t
his/her subordinates clearly and firmly.

Manager2 usually makes his/her decisions promptly, but kefgping ahead, tries
explain them fully to his/her subordinates. Giverththe reasanfor the decisions a
answers whatever questions they may have.

Manager3 usually consults with his/her subordinates befoeéshe reaches his/i
decisions. Listens to their advice, considersitl then announces his/her decisian.

Manager4 usually clls a meeting of his/her subordinates when theanigmportan
decision to be made. Puts the problem before tloeipgrand invites discussic
Accepts the majority viewpoint as the decision.

6. Which of these managers do you feel is most lik®urself? (Please tick one
answer only)

[ ] Managerl [ ] Manager2 [ ] Manager3 [ ] Manager4

7. Which one of these types of manager is your Taamese manager? (Please
tick one answer only)

[ ] Manager1 [ ] Manager2 [ ] Manager3 [ ] Manage#

8. Do you work as a team here? ] Yes [ ] No.
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9. Please indicate your agreement or disagreementttvthe following
statement.

Strongly Strongly
Disagree Disagree Agree Agree
(1) A company’s rules should not [
broken even when the emplo
thinks it is in the company’s be
interests.

(2) It is important for a manager [ ] L] ] L]
have at hand precise answer:

most of the questions that
subordinates may raise ab
their work

(3) If you wanta competent person [ L] L] L]
do a job properly, it is often be
to provide himor herwith very
precise instructions on how to
it.

10. To what extent do you agree or disagree with ¢hfollowing statements?

Strongly Strongly
Disagree Disagree Agree Agree
(1) Employers  should  provic [] L] L]

longterm (at least five year
employment for their workforce.

(2) Employees should wo [] [] [] []
longterm (at least five years) 1
one company.

(3) A good personal relationst [ ] ] L] L]
between managers g
subordinags in work will get th
work done efficiently.

(4) A good personal relationst [ ] [] [] ]
between managers o

subordinates outside work w
get the work done efficiently.

(5) It is always a good thing to ha [ ] ] L] L]
conflicts and differences



opinion openly discussed.

(6) It is very difficult to have [] [] [] []

professional disagreeme
without creating person
animosity.

11. To what extend, do you agree or disagree thellfawing statements?

Strongly Strongly
Disagree Disagree  Agree Agree
(1) I like to juggle several activitic [ ]
at the same time.

(2) | believe it is best to comple [] L] ] ]
one #&sk before beginnir
another.

(3) Employees will feel rewarded a [ ] ] ] ]

fulfilled by achieving planne
future goals as in MB
(Management by objective).

(4) An employee’s currel [ ] [] [] []
performance should be judged
the context of their whole histc
with the company and their futt
potential.

The following questions are centred in the practiceof human resource management
(HRM) in your organization and in general.

12. How important are the following aspects of theole of human resource
management in your organisation?

Very Very
Unimportant Unimportant Important Important
(1) HRM practices are integrat L] L] L] L]
with the company’s commerc
strategy.
(2) Employees are empowered L] L] ] ]
make decisions about their work.
(3) Performance is measured aga [ | L] ] ]
goal setting (Management
objectives).
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13. To what extent do you agree, or disagree, witthe following general
statements about recruitment and selection practics®

Strongly Strongly
Disagree Disagree Agree Agree
(1) | prefer to recruit someone w [ ] [] []
has been recommended
friends/ colleagues/ superiors.
(2) Recruiting someor [ [ [] []

recommended by frienc
colleagues/ superiors will rnel
in higher commitment to tf
company.

(3) Recruiting someor [] [] [] []
recommended by frienc
colleagues/ superiors will res
in higher commitment to me
manager.

(4) | prefer to recruit someone on - ] ] ] ]
basis of his or her ability ratr
than personality.

(5) | prefer to recruit someone w N ] ]
not only can do the job but a
will fit well into the organisatio
and get along with colleagues.

(6) | prefer to recruit employe [] [ [] []
straight from school/college.
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14. To what extent do you agree, or disagree withhé following statements
about Training?
Strongly Strongly
Disagree Disagree Agree Agree
(1) Training is a cost and not [ ]
investment.

(2) Continuous investment in traini ] L] L] L]
and development can ra
employees’ knowledge in order
enhance organisational efficiency.

(3) Employee development and Ic  [] [] [] []
term education can enhance
commitment to the company.

(4) Training should be focused [ ] L] L] []
improving technical skills.

(5) Training needs  should [] [] [] []
determined by the individu
employee.

15. To what extend do you agree, or disagree, witthe following general
statements about performance appraisal?
Strongly Strongly
Disagree Disagree Agree Agree
(1) Employees should be judged [ ]
their loyalty, coeperative spir
and personal qualities, not just
their ability to achieve hic
performance on their job.

(2) To reward individual performan  [] [] [] []
undermines the harmony in 1
organisation.

(3) Employees should be able [] [] [] []
discuss the reviews.

(4) Performance appraisal should [] ] L] ]
utilised to identify training needs.

(5) Promotion criteria should | [] [] [] []
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explicit.

(6) Promotion decisions should take
[ ] personal character into accouni performance into account.

[ ] both personal character and performance into atcou

16. To what extent do you agree, or disagree, witthe following general
statements about reward?

Strongly Strongly
Disagree Disagree Agree Agree
(1) Employees should be paid witl
their job grae, according t
individual merit.
(2) Long service employees achit [ ] ] ] ]
more than employees with f¢
years of service with tt
company and should thus rece
more pay.

(3) Older employees achieve mi  [] [] [] []
than younger employees ¢
should thus receive more pay.
(4) Employees should be encourar [ ] L] ] L]
to become shareholders in
company.
(5) The fulltime employees shou [ ] L] L] L]
get more pay than other pairie
employees.
(6) An employee’s rewards should focus solely on
[ ] his/her individual performande] the company’s performance.
[ ] his/her individual performance and the compangdgmance.
17. Do you have a bonus scheme in your organisati®n
[ ] Yes[] No

If yes, itis based Individual performance [ ] Company performance

[] Individual performance and company
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performance

18. Does this company recognise a trade union?

[ ] Yes[ ] No
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Personal Data

Sex
[ ] Female
[ ] Male

What is your nationality?

[] British

[ ] Taiwanese

[] Other EU (please specify)
[ ] Other (please specify)

Age (1)20-29....ccvvveeiieeennne ]
(2)30-39....cceiiiiiienn
(3)40-49......cccevvveeennn
(4)50-59....cccciviiiiiein L

How long have you been worki|in Taiwan?in the UK?
in this company
1-5Years.......ccoeeeeueeeee.n, ] L]
6-10years..........c.ceeuvnnn... [] []
11-15years..................... L] L]

Achieved Currently
Undertaking

Which educational/vocational qualifications havelyazhieved or undertaking?

] []... College/University (Please give subject)
] [ ]... Postgraduate qualification (please specify)
] []... Other (please specify)

Please indicate your current position?

How long have you been working in this organisatio?
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