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Culture and management practice

Japanese and American management practices are 95 per cent the same, and differ in all
important respects.
Takeo Fujisawa, co-founder Honda Motor Company

In Part 1 we argued that culture can have a profound impact on the effectiveness of managers
and organisations navigating the seas of international business. We proposed a framework
to discover culture at different levels through observation, questioning and interpretation.
We also highlighted the key dimensions along which cultures can be analysed. Furthermore,
we discussed how culture could be found in multiple spheres: functional/professional, cor-
porate, industry, regional, as well as national. These multiple spheres can be diagnosed
using the same framework and the same set of key dimensions as proposed for national
culture. We also demonstrated how the interaction of these spheres of culture could provide
a source of competitive advantage or disadvantage in a global marketplace.

In Part 2 we demonstrate more specifically how culture, primarily national culture, may
influence management practice — structure, strategy and human resource (HR) systems — in
order to have a better understanding of the threats and opportunities that culture may present
in international business. We draw upon the experiences of managers and their companies,
and integrate the discoveries of a rather large field of comparative management research to
demonstrate the differences in management practices across countries and companies.

Beyond showing that differences exist, we explore the underlying cultural explanations
for these differences. Management practices, in effect, represent the tip of the iceberg.
In order to understand the meaning of these practices we need to uncover their cultural
roots. Furthermore, differences in management practices can also reflect the institutional
context! — economic, political and social — or what Richard Whitley? referred to as the
‘national business system’.? However, it is often quite difficult to separate out the influ-
ence of institutions from culture as they have both evolved together over time and are thus
intricately linked, as shown in Figure P2.1.

For example, the strong role of the state and the cultural emphasis on power and hierar-
chy often go hand in hand, as in the case of France. Or, in the words of the French roi soleil
(sun king) Louis X1V, ‘L’étdt, c’est moi’ (‘The state is me’).
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INSTITUTIONAL

CONTEXT

Geographic Relationship with nature
Demographic Human nature

Role of government Human activity

Political system Nature of relationships
Regulatory Time

Role of unions Space

Economic system Language

Market characteristics

Education

Religion

Figure P2.1 Institutional and cultural influences

Institutions represent, in some ways, the codification of culture into laws and regulations,
market and political ideology, religious practices and educational systems. Organisational
practices are shaped by the institutional context becoming similar (isomorphic) due to pres-
sures to conform through regulations (coercive), copying best practice (mimetic), values
and beliefs about human nature and behaviour, i.e. culture (normative) and widely shared
social knowledge and categories (cognitive structures).*

According to Witt & Redding, “. . . culture explains what is, and institutions define what
people do about it’.” This results in a great variety as to who makes the rules, for whom and
with what objectives. Their interviews with German executives revealed preferences for a
market-based economy with minimal state intervention. In contrast, Japanese executives
preferred a coordinated economy where the state played a strong role. While the Japanese
considered deregulation to be necessary for international competitiveness, too much com-
petition was seen as dangerous. For them, deregulation (kisei kanwa) meant softening not
liberalisation, as the free market is seen as chaotic and undesirable. ‘Visible hand of the
state imposing order is preferred to the invisible hand of the market.”® These preferences
may signal underlying cultural differences — for example, the role of the state (hierarchy)
and market-based versus coordinated (uncertainty avoidance). Thus Witt & Redding con-
cluded that, “. . . variety both in culture and institutions remain manifest and that different
types of business systems are competitive’.”

These different perceptions of ‘what is’ and ‘what should be’ regarding the institutional
environment reflect different values of individualism versus collectivism, hierarchy, task
versus relationship orientation and uncertainty avoidance.

The interaction of culture and the institutional context is also evident in the continuing
debate over the convergence or divergence of management practice — that economic ideol-
ogy (and the logic of industrialisation) would drive convergence, whereas cultural differ-
ences would maintain divergence.
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Research over the past 20 years comparing the economic ideology of the USA and Japan
(capitalism) with that of Russia and China (socialism), and the cultural values of 855 man-
agers from these countries, reveals crossvergence — the emergence of values from the inter-
action of national culture and institutional factors.® Over time, while some values are
found to remain stable, others may be more influenced by economic and political events.
For example, levels of uncertainty avoidance remained the same for mainland China but
had increased in Hong Kong, and Confucian dynamism had declined for the PRC, but had
increased in Hong Kong.”

Given these cultural and institutional differences, managerial practices sent by head
office are often implemented in form if not substance, in a more or less ceremonial fashion
(also called corporate rain dances).'? By understanding the cultural and institutional envi-
ronment of the host country, MNCs can arrive at an appropriate approach to both formulat-
ing and implementing company structures, strategies and HR policies. Furthermore, the
transferability of practices can be considered as more than a two-way street — not only from
HQ to subsidiaries and back, but also among subsidiaries. In this way, learning and knowl-
edge creation can provide competitive advantage.

Chapter 4 presents evidence of national differences in organisational structure and pro-
cesses. By pulling together the fragmented and somewhat disparate studies in the field of
comparative management, we arrive at an emerging and more coherent picture, or coun-
try profile, of how companies located in that country may operate. The purpose of creating
such country profiles is not to argue for or reinforce stereotypes. These profiles do, how-
ever, serve as a reminder that managers in different countries (not to mention companies
and industries) tend to have consistent preferences for ways of organising — not only in
terms of structure, but also in processes, such as how policies and procedures are formu-
lated and implemented, how planning and control takes place and how decisions are made.
Furthermore, we can then consider the implications for transferring organisational struc-
tures and processes and for learning across borders.

Chapter 5 argues that culture will also have an important impact on corporate strategy.
‘Rational analytic’ approaches to strategic management often assume that managers are
faced with an objective environment that lends itself to standardised methods of assessment
and response. Thus, the process of strategic management and its outcome is considered to be
culture-free. Other scholars argue that the assessment and response to the environment is
subjective, open to differences in perception and interpretation. These differences are driven
by cultural dimensions — for example, regarding uncertainty and control, revealing underly-
ing assumptions about the environment and the organisation’s capability to respond.!!

Multiple interpretations and responses are therefore possible. Indeed, that is what makes
the ‘competitive ballgame’. What companies look for, what they fail to notice, what they see
butignore, what they consider feasible or desirable, may be driven by cultural assumptions —
not only at the national but also at the corporate and industry levels. Awareness of cultural
differences can help to anticipate the strategic responses of international competitors, and
help to discover complementarity in cross-border partnerships, international or otherwise.

Cultural and institutional differences may also help to explain different strategies for
internationalisation. This is particularly relevant now that companies from the BRIC (Brazil,
Russia, India and China) countries, or other emerging markets, are setting their sights not
only on Africa and South America, but also on Europe and North America. What are the
cultural and institutional forces at home that may influence how they internationalise and
what are the challenges they face arriving in these foreign lands?
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Chapter 6 examines how culture influences the practice of human resource manage-
ment (HRM). Country differences are described, and underlying cultural dimensions are
proposed to explain the reasons for these differences. We give examples of the impact of cul-
ture on HR practice in selection and socialisation, management training and development,
appraisal and compensation and career development.

In order to become more international, many companies will have to re-examine their
own HRM practices, which are often strongly embedded in the home-country culture.
Above all, the importance of HRM practices in creating and reinforcing the corporate cul-
ture needs to be recognised in order to assure that desired changes in structures and strate-
gies can be implemented, both at home and abroad. This is, in effect, the very meaning of
strategic HRM.

The strategic role of HRM, however, creates dilemmas in managing human resources
internationally, in deciding which HR practices should be designed centrally, and which
ones need to be adapted locally. Companies have to consider simultaneously the needs of
the company in terms of its global aspirations, while remaining in tune with local needs and
realities. For example, the ability to recruit and develop people for international responsibil-
ity may be constrained by the availability or willingness of talented local managers or by an
‘ethnocentric head-office’ view, which fails to recognise or effectively utilise talented man-
agers from outside its own national borders. It is no longer just a question of how to develop
international managers, but also how to internationalise the HRM function, not to mention
the corporation.

Thus, by looking at differences in management practice — structure, strategy and HRM —
we begin to understand how managers in different cultures have come to solve problems of
external adaptation and internal integration, and to consider how to solve these very same
problems at the global level.
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