
A study of cross-cultural management

Introduction

In this report, I will divide it into three parts. In part one, I will give three perspectives on contemporary management practices, two of which are related to cross-cultural management and one of which is related to improving productivity and reducing production costs. The first is Greet Hofstede’s Cultural Dimensions Theory, which is an essential figure in modern learning about cross-cultural management; the second, Theory Z, first proposed by William Ouchi, is something I learnt from a deeper understanding of the first theory, which is a theory of cross-cultural management in American and Japanese companies; and the third is lean production management, which is widely used in the manufacturing sector today. This leads me to the second part of this report, which compares two manufacturing giants of the same type in two countries.

[bookmark: OLE_LINK1][bookmark: OLE_LINK2]In part two, I choose General Electric in the US and Haier in China to critically compare and assess the effectiveness of their approaches from their respective strategic perspectives and cultural contexts. The reason why I chose these two companies is that, from my understanding, part two should be a comparative analysis of one company of the same type from each of the different regions. Another big reason is that these two giant companies are so good in their respective fields that they have their own original management strategic models, so I’ll concentrate on their originality. Therefore, in this part, I will give an insight into the management strategies of GE and Haier, and also analyse the differences in management styles brought about by the cultural differences between the United States and China. This leads naturally to part three of the report, international and cross-cultural management.

For part three, I will integrate the relevant content from part one and part two. As I have mentioned Hofstede’s cultural dimension theory in part one and compared two giant companies in the US and China in part two, one of which acquired the other, I will reflect on cross-cultural management in international joint ventures in part three, describing the cross-cultural barriers in corporate joint ventures and using Hofstede’s cultural dimension model to propose a cultural management model for corporate joint ventures. I will use Hofstede’s cultural dimensions model to propose a model of cultural management in corporate joint ventures.



Part One

In this section, I will give three perspectives on management practice. They were developed in the last century but are still widely circulated and applied today.

Greet Hofstede-Cultural Dimensions Theory

I will first write about how cultural dimensions theory was developed and what its elements are, and then also critically analyse the role of this theory in influencing contemporary business management practice.

Between 1967 and 1973, Hofstede’s initial model was created from an examination of the findings of a global survey of IBM workers’ value systems (Hofstede et al, 2010). One of the earliest ideas that could measure cultural differences was this one.

Originally, Power Distance, Uncertainty Avoidance, Individualism versus Collectivism, and Masculinity versus Femininity were the only four dimensions in Hofstede’s theory (Hofstede, 2002). To enhance the theory, Hofstede added a fifth dimension: Long-Term versus Short-Term Orientation, based on independent research in Hong Kong. Hofstede added a new dimension to his book Cultures and Organizations: Software of the Mind, which he co-authored with Michael Minkov in 2010, named Indulgence versus Restraint. This study focuses on the first four dimensions. This study focuses on the first four dimensions of the corporate culture dimension that influence corporate management practices or managerial decision-making models.

First, in corporate management, power distance is frequently connected to the degree of centralisation, leadership, and decision-making. The operations of the company and choices are frequently more reliant on the leaders’ expertise and judgment in an organization with a relatively large power distance. In such a corporate culture, managers will naturally take on more of the decision-making role, while subordinates will be responsible for implementation without having more of a voice or room for upward reflection. On the contrary, communication between managers and subordinates is more adequate in a low power distance organization, and subordinates are encouraged to reflect on actual problems so that more voices from the front lines of business operations can be heard by leaders and have a more direct influence on the formulation of business decisions.

Second, the propensity for uncertainty avoidance affects the degree to which a business organisation perceives and controls operational risk. In an organisation with a high level of uncertainty avoidance, there is a tendency to establish more work systems, regulations, systematic processes or codes of conduct to reduce and limit uncertainty, and the behavioural style of managers is relatively working- and task-oriented, with managers’ decision-making processes being more procedural. When companies emphasise stability and rely on systems and process norms for business operations and control and focus more on examining the normality and standardisation of business operations and decision-making processes, a relatively uncertainty-averse corporate culture and management model is formed. For instance, Japan is a culture that places a great value on avoiding uncertainty, and as a result, “total quality management”, a management model with extensive employee participation, has been very successful in Japanese companies, and the concept of “lifetime employment” has been executed rather successfully. The United States, on the other hand, is a culture with a low degree of uncertainty avoidance, and the same human-centred policy approach does not necessarily work in corporate operations in the United States. Similar to Japan, China is a society that tends to avoid uncertainty and should promote a human-centred corporate culture and management model in Chinese companies, emphasising the stability of operations and the role of joint participation of employees in corporate decision-making (Schein and Schein, 2017). In addition, in companies with a low level of uncertainty avoidance, employees are more likely to work independently and supervisors can delegate more directly and adequately to their subordinates. In companies with relatively high levels of uncertainty avoidance, subordinates tend to require clear instructions from their superiors or to work following a uniform code of conduct and management system.

Third, the difference between the management style and the way decisions are made in this organisational culture is that in companies with a collectivist orientation, managers often encourage employees to participate actively in the development of corporate systems and decisions, which take relatively long to reach. However, implementation and follow-up are relatively quick, as almost every employee is involved in the process of establishing the system and making decisions, and fully understands the purpose and content of the decisions. In contrast, managers in companies with a strong individualistic orientation often decide on their management systems and make their own decisions. Although the decision-making process is relatively quick, the implementation and follow-up cycle take longer because they have to spend more time “selling” the purpose, content, etc. of their decisions to their employees from the top down.

Fourth, within the values of culture, masculinity and femininity influence to varying degrees how business managers make decisions about their behaviour. In a sense, the differences in the way companies and firms in different cultures make decisions can be fundamentally attributed to the multi-dimensional and simultaneous interaction of various cultural dimensions. In male-dominated societies, masculinity tends to dominate social development and individual behaviour, such as the desire to be aggressive, the pursuit of society, wealth and power. In female societies the opposite is true. Due to frequent job changes and a lack of identification with the company, the United States is a relatively masculine country, and as a result, major decisions and executions are usually made at the top of the company, while employees are often not too actively involved in the management of the company. China is a mainly female-dominated culture, with a strong emphasis on harmonious employee interactions, corporate moral principles, and a positive engagement attitude.

Hofstede’s work has paved the way for further research in the subject of cross-cultural psychology, as well as a greater number of researchers investigating various aspects of international business and communication. Hofstede’s dimensions provide light on values that are firmly embedded in many civilizations. These values impact not just how people act daily, but also how they act at work.

William Ouchi-Theory Z

William Ouchi, a Japanese American academic, created Theory Z in his book Theory Z, published in 1981, which examines the relationship between people and business, people and work. The theory was developed considering the serious challenges that American companies were facing from Japanese companies. Ouchi studied the efficiency of Japanese and American companies (which had subsidiaries or factories in their respective countries) and discovered that Japanese companies were generally more efficient than American companies, while American companies set up in Japan were less efficient if they were managed in the American way. Based on this phenomenon, Ouchi advocated that American corporations should learn from Japanese management styles while taking into account their own country’s features and developing their management style. He named this management style the Z management style.

This theory is also something I have learned from the studies of cross-cultural management. This theory, which points out the main differences between the US and Japanese management, is a good guide on how to improve organizational management and how to solve culture conflicts in multinational companies. I will start by analysing separately what are the characteristics of A-type and J-type organisations and what are the characteristics and basic theories of the Z-type theory when culture fusion is formed. I believe that these are also two countries that are very typical of cross-cultural management and when they collide together.

Ouchi (1981) referred to companies in which individual leaders made decisions and employees were passive and subservient as Type A organisations, and he believed that most of the American organisations studied at the time were Type A. The characteristics of Type A organisations were: short-term employment; rapid evaluation and promotion, i.e., short performance appraisal periods and employees are rewarded quickly; a specialised path of experience, resulting in employees who are overly confined to their specialism but do not know much about the business as a whole; clear control; a personal decision-making process, which is not conducive to inducing ingenuity and creativity in employees; individual responsibility, with a clear person in charge of everything; localised relationships.

In contrast, he sees Japanese companies as having different characteristics. The characteristics of Type J organisations were: a system of long-term or life-long employment, whereby the employees share the company’s hardships and fate; a long-term appraisal and progressive promotion system for employees; a non-specialist path of experience, cultivating multi-specialist and multi-skilled personnel who can adapt to various work environments; a management process that uses clear and distinct means of control, such as statistical reports and numerical information, but also focuses on careful and positive inspiration and induction of human experience and potential; the adoption of a collective decision-making process; collective responsibility for a piece of work; people establish a strong holistic concept, employees treat each other as equals, everyone can make judgments about things and can work independently, replacing hierarchical command with self-command. He called this type of organisation the J-type organisation (Ouchi and Price, 1993).

Ouchi not only identified the various characteristics of A-type and J-type organizations but also examined the differences in cultural traditions between the US and Japan that led to their respective typical organizations being A-type and J-type, demonstrating that the Japanese management experience could not simply be copied to the US (Barney and Jay, 2004). For this reason, he proposed the concept of the “Z-shaped organisation”, arguing that American companies should learn from the Japanese experience by transforming themselves into Z-shaped organisations, which are in line with American culture and can learn from the strengths of the Japanese management style.

The following are the fundamental elements of Theory Z in a brief. First and foremost, a well-functioning management system. The management system should guarantee that information from below is properly communicated upstream, that workers are involved in decision-making, and that timely feedback is provided. Front-line workers should be encouraged to give proposals, which should subsequently be assessed centrally by their superiors when key choices are made. Second, grassroots managers have complete autonomy. Grassroots managers should have complete authority to deal with grassroots concerns and should be able to coordinate the employee’s thoughts and perspectives, but everyone’s excitement into play, and open their minds to build a collective proposal. Third, intermediate managers are responsible for carrying on the work of the upper management and motivating the lower management. Middle managers play a unifying role, reporting upwards on the situation and putting forward their proposals. Fourth, employ workers on a long-term basis to collate and improve the ideas from the grassroots promptly. Workers should be hired on a long-term basis so that they may feel more secure and responsible, as well as partake in the company’s success and future. Fifth, regard for employees’ well-being. Managers should care about their workers’ well-being and make an effort to make them feel at ease to foster a healthy and intimate connection between superiors and subordinates. Sixth, make a fun working environment. Managers should be concerned not just with production duties, but also with making employees feel that their work is neither boring nor monotonous. Seventh, pay close attention to staff training. Workers’ training and practical talents should be prioritized in a variety of ways. Eighth, employee evaluation. Employee performance appraisals should not be overly limited, but rather a thorough review of all elements of employee performance that may be used to promote employees over time.

Lean Management

Lean management, a conclusion drawn from analysis by professors and experts from the Massachusetts Institute of Technology in the US. They consider the production method of Toyota Motor Corporation in Japan to be one of the most applicable ways of organising and managing production in the modern manufacturing sector. I think this is also very meaningful, especially for the manufacturing sector (Tetteh and Uzochukwu, 2015), and it is about the derivation of Taylor’s scientific management, about how to further improve efficiency and reduce costs, which has very important implications for manufacturing sectors. Because in part two I would like to quote GE and Haier, two leaders in the home appliance industry in the United States and China.

In this section, I will study what lean management is, the characteristics, advantages and significance of lean management, and how lean production compares with the management ideas of mass production methods.

Lean management necessitates the application of lean thinking to all aspects of a company’s operations. The concept of providing as much value as possible with the least amount of resources - people, equipment, money, materials, time, and space - in delivering innovative goods and just-in-time service to clients is at the heart of lean thinking.

For manufacturing companies, there have been countless examples of proven results in the following areas: inventory reduction, shorter production cycles, continual quality improvement, and more efficient use of diverse resources (energy, space, materials, and human resources) are just a few examples, reduction in waste of all kinds, reduction in production costs and increase in company profits. At the same time, the implementation improves employee motivation, corporate culture, leadership, and manufacturing technology, eventually boosting the organization’s competitiveness (Nicholas, 2011).

Improving the efficiency of internal processes and achieving a rapid response to customer needs can significantly reduce the processing time from customer demand generation to realization, greatly increasing customer satisfaction and thus stabilizing and continuously expanding market share for service-oriented businesses.

Lean production, as a new management concept that spans the company’s environment, culture, and management methods and has proven to be successful in practice (Nicholas, 2018), is more than just the application of one or two new management tools; it is a management system that is deeply integrated with the company’s environment, culture, and management methods, making lean production self-sufficient (Arnheiter and Maleyeff, 2013). It differs from traditional mass production in several ways: firstly, the scope for optimisation is different. The mass production approach emphasises market orientation and optimises the allocation of resources, with each company optimising its internal management within the boundaries of its financial relationships. On the other hand, the lean production approach uses the product manufacturing process as a guide to organizing a closely related supply chain, reducing transaction costs in business collaboration on the one hand and ensuring stable demand and just-in-time supply on the other, with the overall system as the ultimate goal of optimization. Secondly, the attitude towards inventory is different. Inventory management in the mass production approach emphasises that inventory is necessary. In contrast, inventory management in the lean production approach pursues the goal of zero waste, thus constantly exposing the conflicts in the basic aspects of production and improving them. Thirdly, the view of operational control is different. The employment system in conventional mass production is built on a hiring connection between the two parties, and business management emphasizes the notion of efficient division of labour between employees, which is aided and ensured by stringent business monitoring. Lean production, conversely, emphasises collaboration and the streamlining of business processes in the division of professional work. Fourthly, the quality perspective is different. A certain number of damaged items is an unavoidable result of mass manufacturing, according to the classic mass production paradigm. Whereas lean production pursues zero defective products and eliminates all waste. Fifth, the attitude towards people is different. The mass production approach emphasises a strict hierarchical relationship in management. Lean production, in contrast, emphasises individual intervention in the production process, making the best possible use of human motivation, while emphasising coordination and evaluating individual employees based on long-term performance.


Part Two

I choose General Electric in the US and Haier in China to critically compare and assess the effectiveness of their approaches from their respective strategic perspectives and cultural contexts.

General Electric in the US

I have to mention its former CEO when it comes to GE, Jack Welch, who led GE to the top of the heap during his 20 years and created many incredible myths, such as the “6 Sigma” standard, globalisation and e-commerce, which almost redefined modern business.

I would like to focus on his outstanding contribution to strategic management. According to Welch’s business philosophy, in a globally competitive marketplace, only companies that are ahead of their competitors in the marketplace can be invincible. The condition for the existence of any business unit is to be “one of the best” in the market or be cut down - to be reorganised, closed or sold (Slater, 1999). During his period, GE sold $11 billion worth of businesses and laid off 170,000 employees, however, GE’s business and profits multiplied many times over. I think GE’s business restructuring strategy has been very successful. As I mentioned before, GE was able to react quickly to the market in a short period, retaining and vigorously developing its core businesses because of GE’s originality (GE Matrix/Mckinsey Matrix), the core of which is to seek a balance between the internal competitiveness of the company and the attractiveness of the external market (Amatulli et al, 2011).
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Blindly pursuing diversification and so-called balanced development in step with the current tide of economic globalisation for a huge corporation like GE, which has several Strategic Business Units (SBUs), would surely have been a high internal consumption and inefficient way of thinking (Tichy and Sherman, 1993). By dividing, however, it is possible to match one’s resources to the market and global technological and economic trends promptly, thus assessing and positioning the strategic business units in line with the relevant ones and promoting the goal of healthy and rapid development of the entire group on a unified platform (Oetzel and Doh, 2009).

Businesses with high market attractiveness and high or medium business unit competitiveness and businesses with medium market attractiveness and high business unit competitiveness were targeted for the build, investment and dominance (Hegele and Kieser, 2001). Through a series of investments, such as the acquisition of American Mortgage Insurance Company in 1984, Reinsurance Company in 1985 and the $1.1 billion Thai auto loan business in 1998, GE’s finance business had all it needed to become the engine of its growth. In the 1980s, GE Finance grew from just 10 subsidiaries with assets of around $11 billion and a service area limited to North America to 24 companies with assets of $37 billion at the turn of the century, and a global presence in 48 countries.

For businesses with high market attractiveness and business unit but low competitiveness, medium market attractiveness and medium business unit competitiveness and low market attractiveness but high business unit competitiveness, the situation must be maintained and identified (Tichy and Sherman, 1993). For example, nuclear energy, one of GE’s three biggest ventures in the 1960s, had grown over the past 20 years to a division with 72 reactors and billions of dollars. When the division’s directors were prepared to provide the new CEO with upbeat market expectations and aggressive development plans in 1981, Welch insisted that the division stop accepting new orders and focus entirely on selling nuclear fuel and providing nuclear technical services to current clients. Welch's clear awareness of the hazards of blind growth and the opportunities for improvement in service technology enabled the company to go from a $27 million deficit to a $116 million profit in only two years.

Businesses with low market attractiveness and low or medium business unit competitiveness and businesses with medium market attractiveness and low business unit competitiveness are restructured, sold or closed (Hegele and Kieser, 2001). In GE’s central air conditioning business, for example, application problems after installation are often complained about by customers simply as a quality problem, a factor that is beyond their control and which gradually weakens the attractiveness of air conditioning stores to GE. Meanwhile, GE’s 10% market share and low profitability gave its competitors access to the best distribution channels and installation contractors, and the division’s competitiveness was very limited. From these two points it is easy to understand that in 1982, Welch sold the once brilliant central air conditioning business unit to Trane under tremendous pressure from all over the company, shortly after the introduction of the “restructure, sell or close” concept, with the proceeds of $135 million being used directly to help other businesses that were more in tune with the market and need of development. As a result, the $135 million was used directly to help other business units that were more responsive to the market and needed to grow, while Trane, with its focus on the air conditioning market, was able to maximize the capacity of GE’s three plants and 2,300 specialized employees to further strengthen its dominant market position. It is a win-win situation for GE.

In fact, Haier has already wholly acquired the home appliance segment of General Electric back in 2016. Although Welch has been out of CEO for many years, this analytical tool is still used in practice today and makes an outstanding contribution. A few months ago, GE announced its plan to restructure the company into three industry-leading public companies, focusing on aviation, healthcare and energy respectively.

Haier in China

Haier’s success is no coincidence, as it has grown rapidly from a small company on the brink of bankruptcy to a mega home appliance company among the world’s top 500 after just over a decade of development (Wei, 2010). The Haier legend, created by Zhang Ruimin and his team, is also the most mentioned Chinese company in the prestigious Harvard Business School case study in the USA. From the early days of learning from advanced foreign management practices to the leading edge of international management with its innovative management, Haier’s management strategy, especially in the area of cultural development, has been recognised all over the world (Chen, 2016). It is a new and practical management culture system that combines advanced foreign experience with the features of its own culture. At Haier, the company culture is considered to be the values of innovation shared by all Haier people as leaders of the company. Its core is innovation. It is a corporate culture system that has grown out of Haier’s twenty years of development and has gradually outlined its framework and distinctive features. Haier’s culture is summarised as innovation as the pioneer, strategic innovation serves as a guide, organizational innovation serves as a backbone, technology innovation serves as a tool, and market innovation serves as the end aim, along with Haier from little-known to gradually growing to the worldwide stage. Haier’s products have increased, its innovation model has become multi-layered and its scale has expanded, and Haier’s corporate culture itself has developed and innovated and become universally accepted by employees of all cultural backgrounds around the world, making every employee willing to link the pursuit of their values to make Haier a world-class brand, forming the company’s most core competitiveness. I will give an example of its most typical OEC management model in this study.

Haier’s famous “OEC” management method (OEC stands for “Overall,” “Everyone, Everything, Everyday,” and “Control and Clear”), or Total Quality Management (TQM) requires that all work be completed daily and that all work is cleaned up and improved daily. This was unique to Haier and laid a solid foundation for the company’s progress and expansion (Lin, 2005).

Haier’s OEC management model is used to solve the problem of the company facing a downward business trend. The manufacturing process is full of costs and profits, and the conversion may only be in a small change of behaviour. On the apparent data, it appears that the production and input-output ratios are unreasonable, creating a waste of resources in the manufacturing process, but the actual cause is a problem within the management model.

The OEC management approach is based on the sloping sphere idea, which states that a company’s market position is similar to a little ball rolling down a hill (Duysters et al, 2009). The stopping power alone does not necessarily lead to development. The upward force is generated by the gap, which is dependent on the target’s constant development in terms of quality and quantity, implying that the upward force is generated by innovation.

Haier first introduced the day-to-day work requirement, which means that each production department analyses the material consumption and high defective rate formed during the manufacturing process in real-time, specifies the responsible department or each individual, and corrects the defects immediately. This method of work is the prototype of the OEC management method. It was initially the working method of a certain part of the production department, but through intensive internal learning and communications, Zhang Ruimin found it to be a very efficient management model, which was studied and promoted among the management. After passing the relevant company’s management system approval, this management model was supplemented and improved, resulting in the current Haier OEC management method.

The OEC model is to continuously adjust and improve the objectives according to the market competition and to continuously strengthen the basic management so that the company can win in the market competition. Through the implementation of the OEC management method, the management goal of “having people in charge of everything and everyone in charge of everything” and “making the best use of people’s talents, materials and money” is gradually realised.

Haier’s Cross-Cultural Management and Human Resource Management in US and China

Along with its outstanding cross-cultural management, the Haier Group has grown to become a major global corporation in China and throughout the world. Cultural adaption leads to the company’s cultural integration in terms of employees, so that there are no barriers to language exchange, no barriers to thoughtful dialogue and no barriers to the way of doing things between Chinese and American employees; in terms of products, its cultural integration is led by innovation, which follows the reverse thinking of doing the tough first and subsequently the easy to reach the strategic goal of “going out;” in terms of branding, the formation of its cultural integration is the driving force; its cultural integration is led by the creation of resources, abandoning the general concept of importing resources and pursuing the creation of an exclusive and unprecedented global brand.

It has carefully studied the differences between various cultural aspects of the two countries in terms of human resource management and has formed its own unique set of the human resource management system. This system is something that Haier’s founder Zhang Ruimin has always been proud of. He once said human resources are a company’s strategic resources, and human resource management is the basis of business management, he once said. Create talent first, then establish a brand. For Haier’s unique human resource management strategy, one of the most important things is “international talent”. In the United States, Haier’s companies no longer hire a diverse range of local workers, instead of hiring a diverse range of local talent, allowing American culture to penetrate Haier and the quick merger of Chinese and American cultures.[image: 图表
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The first is power distance, which is measured using Hofstede’s theory of cultural dimensions to examine the differences between Chinese and American cultures. In terms of power, the United States places a greater emphasis on individual ability than China, and China places a greater emphasis on the power to restrain than the United States; in terms of social relationships, the Chinese are more formal and hierarchical than Americans, who tend to ignore social hierarchy. According to Hofstede’s research, China has a larger power distance of 80 than the United States, which has a score of 40. Second, there's the distinction between individuality and collectivism. The Chinese have a low individuality score of 20, demonstrating that they are constantly proud of their collectivism. Collectivism is deeply rooted in the minds of Chinese people, who always place the individual in the collective and believe that realising collective interests aids the realisation of individual interests; in contrast, Americans generally tend to be individualistic, with an indicator as high as 91, a figure that is far ahead of the world, and they generally admire individualism and heroism, as well as value independence and the realisation of personal values as important. Thirdly, there are differences in the length of value orientations. Long-term value orientation is a feature of Chinese society. They always begin with a long-term strategy and think that things are always changing, thus everything is built on stability, and they strive for a quiet existence free of sudden changes. On the other side, American culture has a short-term value orientation. They are more focused on their goals and look at things in the short term, but they struggle to perceive the long-term advantages.

Haier’s effective human resource management in China and the United States may be regarded as a model for multinational corporations, and it has set a positive example for other Chinese multinational corporations. The main approaches are as follows.

Regarding employee recruitment. Employees recruited by Haier in China are expected to have strong social skills and be able to manage relationships with superiors, subordinates, and colleagues. At the same time, they emphasise loyalty and make a concerted effort to attract individuals who will ‘stick with them,’ which is a collectivist perspective. As a result, in China, Haier frequently leverages internal recruiting channels and employee referrals. In the United States, Haier’s hiring criteria emphasise an employee’s total quality, including business and interpersonal abilities, and they prefer to hire an “all-rounder,” as a consequence of an individualistic attitude. In the United States, aptitude testing and formal interviews are frequently utilised to meet these objectives.

China has a high long-term orientation index in terms of performance management, with personnel management emphasising long-term performance evaluation and the majority of Chinese employees desiring lifelong employment. As a result, Haier in China concentrates on long-term assessments. In terms of employee motivation, Haier displays photos of the top and bottom-ranked employees in prominent locations around the facility, which has shown to be quite beneficial. The long-term orientation index in the United States is low, human resource management emphasises short-term performance assessment, and most US employees prefer free employment, allowing employers to fire individuals who do not perform well in the near term (Zaheer, 1995). As a result, Haier concentrates on short-term assessment in the United States, sometimes known as “following the country’s customs.”

In terms of salary management, Hofstede feels that traditional Chinese culture favours living in peace and satisfaction, with individuals accepting the status quo and experiencing less tension (Fisher and Yuan, 1998). As a result, Haier’s company pay and benefits in China are formulated with a greater emphasis on balance, which is based on the importance of fixed salary over variable salary. Americans, on the other hand, are risk-takers, change-makers, and innovators, driven by a feeling of competitive urgency while remaining optimistic in the future. In the United States, Haier normally employs a flexible payment system that is changed once a year and bases employee compensation mostly on job responsibilities and individual performance (ibid). This insecurity widens the compensation disparity between managers and employees, motivating employees to improve their performance and the company’s overall success.


Part Three
Cross-Cultural Management of International Joint Ventures

Barriers in Corporate Joint Ventures

Firstly, the motivations for cross-cultural cooperation will be pointed out; secondly, the link between the success rate of partnerships in different forms of mergers in terms of company cultural management will be discussed; and finally, the reasons for these successes and failures will be analysed to conclude that cross-cultural management is the goal for both parties to reach cooperation.

Globalization has become ingrained in the way we do business (Friedman, 2005). Opportunity costs, resource availability, and comparative advantage as a result of specialisation are all factors that contribute to global trade (Blanchard et al, 1996). Joint ventures are frequently used in today’s industry to build and sustain a company’s position in the global market (ibid). And the reason for building a solid foundation for operating across regions, industries and countries is that no industry, no matter what it is, can grow and expand its market in today’s global trading environment without undertaking a joint venture (Lucenko, 2000). Secondly, joint ventures can provide access to new product areas or market segments, sometimes creating considerable efficiencies (Johnson and Scholes, 1999). In addition to this, as with the production of products and the provision of services, joint ventures are formed to distribute more effectively and efficiently, and as such, companies are seeking to reduce costs, as well as increase economies of scale and core competencies (Jackson and Schuler, 2003; Johnson and Scholes, 1999).

The economic underpinning of a joint venture includes the increased stock value (Johnson and Scholes, 1999), access to cash, deferred taxes, increased debt-servicing capacity, and greater asset borrowing leverage (Jackson and Schuler, 2001). In addition, non-economic factors that shape joint ventures include mergers and acquisitions for market dominance and supplier control, taking advantage of new opportunities arising from government deregulation and privatisation, and access to human resources in the labour market of another country (Jackson and Schuler, 2003). The above lists only some of the most common reasons, but in practice, there are a variety of reasons for international joint ventures.

Mergers and acquisitions are formed mainly for market-driven reasons, facilitating entry into new markets and protecting or increasing market share. These joint ventures use a significant amount of resources, both financial and human, and they do not regularly deliver above-average returns for the company’s stockholders (Hitt et al, 2001). In addition to the resources that need to be integrated, the culture of conflict can have a significant impact in terms of pressure, behaviour, turnover rates and attitudes (Hitt et al, 2001; Kelly et al, 1999; Weber, 2000). In addition, cultural differences can influence the effectiveness of the merger integration process, information systems integration, financial performance and shareholder equity (Weber, 2000). For mergers and acquisitions to be successful, some form of synergy must be provided, whether in terms of economic value, market share or new markets. However, the fact is that mergers and acquisitions tend to have a higher failure rate than success rate.

There are many reasons for joint venture failures, and often several reasons are at play at the same time. Some failures can be attributed to financial and market considerations, while others can be traced back to human resource management and organisational culture (Jackson, and Schuler, 2003). Typical reasons include unreasonable expectations; hurriedly devised plans, sloppy planning, and sloppy execution; incapacity to work together to accomplish the same goal; lack of trust in the management team, wrong team selection; loss of talent and mismanagement, conflicts of status and style; unexpectedly high coordination and transition costs due to different financial and control systems; cultural conflicts between companies that show themselves without hindrance; management focus on financial or legal aspects rather than a comprehensive initiative; lack of synergistic and effective assessment of when and where deals will pay off; inappropriate communication to key stakeholders, from shareholders to customers; immature integration planning that prevents companies from extracting value from their operations; lack of systematic assessment and investigation of target company due diligence (Jackson and Schuler, 2003; Hitt et al, 2001; Kelly et al, 1999; Weber, 2000).

Two or more companies involved in a joint venture, merger or acquisition are faced with different top teams that communicate using their own unique cultures (Weber, 2000; Kelly et al, 1999). For this reason, once the cultural differences between companies have been identified, the selection of a management team is an important issue and the skills required by the management team to bridge the cultural gap need to be assessed and examined. Due to a lack of cultural management skills that do not meet the actual demands, assigning management teams without a sufficient assessment of their grasp of cultural differences and management abilities is likely to diminish the performance of both teams. Sometimes the whole HR system has to be redesigned to facilitate joint ventures, but managers and employees will use the culture as a model (Jackson and Schuler, 2003).

Within joint venture firms founded on common beliefs and practises of management and employees, cultural adaptability is critical (Hitt et al, 2001; Weber, 2000;). Cultural conflicts that lead to failure exist for numerous reasons and are often entwined with other motivations (Jackson and Schuler, 2003; Jackson and Schuler, 2001). These conflicts usually occur in alliances formed within a country but can be exacerbated when it comes to international joint ventures because of the diversity of national and corporate cultures that can be added to those that already exist (Kelly et al, 1999; Jackson and Schuler, 2003). Communication is also entwined with culture (Samovar et al, 2006), as people need to share something in a shared system to define their perceptions of the world around them and to bring them as close as possible to the definition of culture (Trompenaars and Hampden-Turner, 1998). Communication can set a common vision, provide goals for well-being, and establish practices that bring two businesses together, thus helping to form a new company culture (Kelly et al, 1999; Jackson and Schuler, 2003).

Hofstede’s Study of National Cultures and Corporate Cultures

By using Hofstede’s theory (2009), it will elaborate on whether culture can be managed, Hofstede’s study of national cultures, Hofstede’s study of corporate cultures, and the findings and values at the level of national cultures and corporate cultures (Dorfman and Howell, 1988).

According to Hofstede (1997), culture is acquired rather than inherited. It is a result of one’s social surroundings rather than one’s heredity. This statement implies the possibility of managing culture as it can be learned or unlearned. Likewise, Hofstede (1997) has argued against himself by saying that corporate culture is also made up of the whole and the gestalt, which can be considered to some extent as that company itself. Culture is something that a company owns and therefore it can be managed.

Hofstede (1997) defines culture as a collective style of thinking that may be utilised to differentiate individuals from various groups and organisations. This style of thinking shapes how people understand and respond to the world around them, as well as how members of groups, corporations, and governments, as well as the rest of the world, react to them. I have analysed the cultural dimension of nations in detail in part one of this report, and the next will focus on distinguishing the dimension of the corporate culture.

In most situations, according to Hofstede (1997), corporate culture exists in practice, but it is formed by the values of the senior management team. That is, corporate culture is formed through time, whether deliberately or subconsciously. Companies can be created, which means that corporate cultures are created at the same time and the two are intertwined and influence each other. When a company changes, the culture must also change, and vice versa. Many scholars have tried to grasp the idea of separating one dimension of corporate culture from another. Even Hofstede, who has made a name for himself in the study of national cultures, attempted to distinguish between the dimensions of corporate culture, conducting a research project between 1985 and 1987 to investigate several different companies in two countries that were similarly classified in terms of national cultures. This research led to a model comprising six dimensions.

First, process orientation and result orientation. Employees in a process-oriented company are as risk-averse as possible and are willing to invest only a limited amount of effort in their jobs. In a result-oriented company, on the other hand, employees see themselves as being challenged every day and are willing to put in their best efforts.

Second, employee orientation versus work orientation. Employee orientation means caring and focusing on whether employees feel good about themselves, and important decisions are usually made collectively by groups or committees. In a work-oriented company, on the other hand, important decisions are usually made by individuals, and the company puts pressure on employees to do their jobs successfully, ignoring their personal feelings throughout the process.

Third, narrow-mindedness and professionalism. When an employee’s identity is largely derived from the company itself, this is narrow. When employees’ identity is perceived through the work they do, then this is professionalism. Narrow-minded companies are more likely to hire employees who have little formal education.

Fourth, open versus closed systems. In an open system, it is believed that the organisation itself and its members should remain open to newcomers and outsiders so that almost anyone can fit into the business. In a closed system, only special people can fit into the business. This can be seen as the dimension used to describe the communication environment, except where this dimension is associated with nationality.

Fifth, loose control versus strict control. This dimension refers to the situation in which the business is structured. Tight control systems are usually associated with strict unwritten rules that guide and regulate employee behaviour.

Sixth, normative versus pragmatic. In a normative business, everything is done by corporate procedures, while a pragmatic business places more emphasis on market-driven business practices, where results are more important than following standard corporate procedures.

Hofstede’s new dimension, unlike his first model, has not received much attention. His national culture model has become the standard in the literature dealing with culture, but his model of corporate culture has not been widely used. Instead, scholars have described differences between companies by using Hofstede’s model of national culture (Very et al, 1998; Gertsen et al, 1998). However, there are of course similarities in the national and corporate dimensions. For the first dimension, process versus result-oriented companies, masculinity and femininity in terms of time spent at work, and uncertainty avoidance are already reflected in these dimensions. The second dimension, employee and work orientation, is similar to the masculinity index because of the care for the employee (female) and the success in getting the job done (male). The third dimension, narrow versus professionally-oriented organisations have many similarities in terms of individualism (professionalism) and collectivism (narrowness) in the business. The fourth dimension, open versus closed systems, is related to the power distance index and uncertainty avoidance, where newcomers bring uncertainty and should be ‘conditioned’ by the company to fit the corporate culture. In addition to this, the PDI and UAI combine to describe communication difficulties within the firm (Gertsen et al, 1998). The fifth dimension, loose control and strict control, is related to power distance (the internal organisational structure of the firm) and uncertainty avoidance (the unwritten rule that behaviour can be predicted). In the sixth dimension, normative versus pragmatic, normative firms operate according to the internal processes of the firm (uncertainty avoidance) and do not need to derive from it (power distance).

The six dimensions derived from the study of different companies in two countries can be traced back to Hofstede’s previous model of national culture consisting of four dimensions used to distinguish between national cultures. This does not mean that the corporate culture is the same as the national culture. Corporate culture is present in the workplace and employees can change jobs more easily and with greater mobility than they can change countries. It has also been found that the dimensions used to describe corporate culture sometimes include more than one dimension to describe national culture. From my perspective, the best way to describe corporate culture is to use the dimension that describes national culture.
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