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EXECUTIVE SUMMARY 

This report compares and contrasts two different leadership styles between Jack Welch of General Electric and Stan Shih of Acer. 
Information regarding both profiles was gathered from publicly available sources such as the company official websites, press releases, business magazines and management textbooks. Abundant information sources on Jack Welch were found, whereas there was less public coverage on Stan Shih. Nevertheless, a coverage on Stan Shih in ‘Leaders for the 21st Century’ by Trompenaars and Hampden-Turner facilitates a more balanced comparison and assists in restructuring a less biased analysis and argument. 
The first part of the report provides a brief background of Jack Welch and Stan Shih along with the companies. 
The second part of the report, using Zaleznik (2004) leadership personality dimension, identifies the dimensions that distinguished Jack Welch and Stan Shih as leaders instead of just managers. 
The third part of the report evaluates Jack Welch and Stan Shih leadership styles based on various leadership theories. Evaluated by Michigan study, Jack Welch is dominantly categorised as a task oriented leader, with also a hint of people orientation at the later stages of his leadership. By contrast, Stan Shih exhibits strong characteristics of people orientation. Lewin study exposes Jack Welch’s autocratic style and Stan Shih democratic side. The leadership grid confirms findings in Lewin study through the illustration of Jack Welch being categorised in the authority-compliance area and Stan Shih in the other end of country club quarter. 
The report then explores the influence of national culture on Jack Welch and Stan Shih leadership styles, particularly in decision making, risk taking, and relationship aspects along with the implications on various stakeholders. Each unique leadership style has its own strengths, nevertheless concerns of sound long term effectiveness are also addressed. 
The report concludes that the attitudes and behaviours of the Jack Welch and Stan Shih as leaders are a function of congruence with the national culture. Both Jack Welch and Stan Shih are considered as effective leaders due to their versatility in leading. Yet, certain leadership style which works successfully and effectively in one culture may not generate the same outcome when applied in another culture. 
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INTRODUCTION 

There have been many studies done on leadership theories. Using the theories, this report attempts to analyse how different leadership styles may generate different outcomes not only in term of success but also in effectiveness, through the comparison of two well known corporate leaders, Jack Welch of General Electric (GE) and Stan Shih of Acer Computers. 

At the beginning of this report, a brief background of Jack Welch and Stan Shih is provided. After identifying the leadership characteristics of Jack Welch and Stan Shih, leadership theories are used to compare and contrast both styles. National culture influence on leadership styles and the implications on stakeholders are also addressed. The final part of this report discusses the effectiveness of and future implications for each leadership style. 

PROFILE BACKGROUNDS 

Jack Welch and Stan Shih earned fine reputation as high class corporate leaders through their application of major transformation to the companies. 

1 John ‘Jack’ F. Welch 

GE, a company offering wide range of products and services from electrical appliances to financial services, was valued at $ 13 billion when Jack Welch took over the CEO position in 1981. Upon Jack Welch retirement, the company had a soaring market value of $ 400 billion, with profit eight times higher. Under his leadership, GE has experienced massive change through streamlining, acquisitions and expansions. 
(General Electric Company 2009) 

2 Stan Shih 

With Taiwanese and Chinese education and career background, Stan Shih managed to transform Acer into the most globalised world-class company of a Chinese ethnic (Kao 1993). Co-founding the company from scratch in 1976 with five friends, Acer has grown and become one of the top-five PC brands across more than 30 countries (Ottelini 2006, Trompenaars and Hampden-Turner 2001). 

THE CHARACTERISTICS OF LEADERSHIP 

In the context of this report, leadership is defined as the ability to influence, direct and guide individuals’ commitment and motivation toward goals (Conger 1992, Robbins 2003, Nelson and Quick 2006). 
Jack Welch was quoted as one of the world’s most admired business leaders by Financial Times (2008). Meanwhile, Stan Shih was globally acknowledged as the business hero in Asia (Otellini 2006). 
Using Zaleznik (2004) leadership personality dimension, the table on the next page briefly describes how Jack Welch and Stan Shih lived up to their reputations as leaders rather than just managers. 
Table 1: The leadership characteristics of Jack Welch and Stan Shih 

|Personality Dimension |Leadership Characteristics |Jack Welch |Stan Shih | 
|Attitude toward goals |Personal, active, goals based on desire |Stretched goals, aspiring to make the company either no.1 |Strived for and shared the ‘Dragon Dream’ (Trompenaars and | 
| |and imagination |or 2 only in the market |Hampden-Turner 2001: 246), aspiring to be a large global | 
| | | |company through cultural differences reconciliation | 
|Conceptions of work |Fresh new approaches, high risks |Took high risks: |Took high risks: | 
| | |Applied the 20-70-10 ranking |Applied ‘The Fourth Way of Globalization’ (Trompenaars and | 
| | |“…Welch ignored the tradition. He intended to push General|Hampden-Turner 2001), a different approach from what most | 
| | |Electric’s highest growth businesses and do whatever it |managers in Taiwan’s electronics industry executed (Business | 
| | |took to win.” (Slater 2002:6) |Week 1996) | 
| | | | | 
|Relationship with others |Not conflict averse, solitary work |Desired to personally push employee surpassing even the |Personally close and very trusting with employees (e.g. sharing| 
| |activity, intense work relationships |most optimum performance |the ‘dragon dream’ with the staff as motivational tool) | 
|Sense of self |Twice born, questions life |Questioned GE existing culture, established new values |Questioned the effectiveness of either copying Western | 
| | | |management style or continuing traditional Taiwanese business | 
| | | |style | 

The table illustrates that both Jack Welch and Stan Shih owned and demonstrated unique leadership qualities. The table also demonstrates that both figures created uncertainty and change in the company, which Kotter (1990) suggested as the element that distinguishes leadership from management. 
Yet, the change experienced in each organisation differs from one another due to different leadership styles as covered more in the next section. 
LEADERSHIP STYLE COMPARISON 

This section taps into more detailed comparison between the two leadership styles, using the leadership theory of Michigan study, Lewin study, and Leadership Grid approach. 

1 Michigan Study 

The Michigan theory identified two types of leadership: production oriented with task focus, and employee oriented with people relationship focus (Nelson and Quick 2006). Miriam Leuchter (1998) described the later as a way of treating people as the source of competitive advantage. Whether or not people are regarded as the competitive advantage source in GE and Acer will be discussed next. 

Jack Welch is perceived as a task oriented leader due to his hard-driving result focus. With the decisions to cut underperforming staff along with the motto to be either no.1 or 2 only in the industry (Murray 2001), he has been seen as someone who regarded staff members as mere means to the end for wining in everything. 
Yet, some sources argued that this was just part of the E change restructuring intended to save the company; once under way, Jack Welch actually executed O type change with focus on employee relationships (Campling et al. 2008), for instance by letting employees perform and through the management by walking around application (Gamble, Strickland and Thompson 2007). 

In Stan Shih case, the characteristics of employee-oriented leader were apparent from the very beginning. Unlike the production oriented style which involves constant close supervision upon work process (Robbins 2003), Stan Shih revealed that he fully trusted his employees and considered various opinions in making decisions. 

2 Lewin Study 

Using the Lewin study, this section aims to reveal how the two leaders who both have the elements of employee orientation can still be very distinctive in terms of employee relationships. 

Lewin study grouped leadership into three styles: autocratic, democratic, and laissez-faire (Nelson and Quick 2006). Jack Welch leadership style is best described as autocratic. He blatantly enforced his obsession with efficiency improvement through mass layoffs, forced retirement and workforce reallocations to cheaper labour area; in doing so, often accompanied by controversial manner of aggression, impatience, and personal attacks (Robbins 2003, Murray 2001). 
It has been reported that Jack Welch later intended to improve employee relationships through the ‘workout program’ (which encouraged staff member to communicate their opinions more (Robbins 2003)), however, again, the element of autocratic leadership is still apparent as the program was made mandatory for everyone. The management learning program has been recited by some of GE employees as the company propaganda, a brainwashing session to impose Jack’s way on individuals (The House That Jack Built 1993) 

On the opposite, democratic leadership style applies in Stan Shih’s relationship with the employees. Democratic style involves collaboration and mutual interactive relationships (Nelson and Quick 2006), which have been reflected through Stan Shih’s modest, tolerant and generous characteristics. 

3 Leadership Grid 

Based on Jack Welch and Stan Shih’s styles in interacting with people, the leadership grid of Blake and Mouton (illustrated in Nelson and Quick 2006, p. 393) can be used to indicate where both leaders are ideally positioned. 

Jack Welch and Stan Shih’s leadership focus are clustered at different ends. Jack Welch’s autocratic behaviour ideally falls under the authority-compliance category with also inclination towards people concern, for, as mentioned, there also existed the intention to develop people’s talent apart from the intense task focus. On the other hand, Stan Shih is best described as the country club manager who sought to be well liked. 
A more detailed comparison on the leadership grid elements is provided in Appendix A. 

NATIONAL CULTURE INFLUENCE ON LEADERSHIP STYLES AND IMPLICATIONS ON STAKEHOLDERS 

Many studies suggested the interrelationship between national culture and the attitudes and behaviours of managers (Denny 2006; House and Aditya 1997; Manning 2003). This report proposes that cultural background is one of the factors that influences the differences in the leadership styles between Jack Welch and Stan Shih as discussed in the elements below. The impacts of different cultural approach on different stakeholders are also examined. 

1 Decision Making 

The Decision Model suggested leaders and managers to use the decision making approach most appropriate for the situation (Margerison and Glube 1979). On the opposite, during his years at GE, Jack Welch had constantly made the decision in improving the company financial gain solely based on his personal view, inline with his autocratic style. Under Vroom-Yetton-Jago Decision model, this style falls under the ‘decide’ category where the decision is made by one person alone and then announced to the group. 

Meanwhile, Stan Shih as a more democratic leader considered others’ opinions in making decisions (Trompenaars and Hampden-Turner 2001). Stan Shih’s decision making approach of taking others’ opinion into consideration is categorised as ‘consult individually’ and ‘consult group’. 

Jack Welch’s impatience and aggressiveness in the ‘decide’ category were absent in Stan Shih ‘consult’ approach due to Stan Shih’s virtue of patience, one of the qualities most commonly extolled in Asian societies (Bedi 1991). 
This can be further explained by the Hofstede (2001) Masculinity –Femininity model. The U.S. Western background of GE has high masculinity index which reflects higher emphasis on work assertiveness and money gain. By contrast, the more feministic culture of China prioritises relationship with other over company financial gain. 
This different cultural approach has different impacts on the shareholder and community. 

1 Shareholder 

GE shareholders were expected to be delighted to have the Jack Welch on board, as under his lead, shareholder was king and shareholder return was prioritised. 

Acer shareholders would not be able to experience the immediate sharp lucrative return taking place in GE, yet, shareholders with long term orientation might see Stan Shih’s approach as promising. 

2 Community 

With Jack Welch’s acts of laying off people and closing down poor performing units, the relationship between the company and the surrounding communities would be severely strained. 
In contrast, the communities where Acer is based were assumed to enjoy a mutual relationship through Shih’s strong community support of Acer Foundation. 

2 Change-Risk Taking: Hockey Player Vs Golf Player 

Using the metaphor of sports to illustrate leadership styles, Jack Welch has been portrayed as a hockey player (Bower and Jay 1993) who banged people against the boards and then expecting them to join him for a get together drink afterwards. Stan Shih in contrast may be depicted as a golf player, hitting the balls one at a time, waiting for other turns, and getting the ball back on track to continue the game when it falls on the bunker. 

The Asian business leaders have lower degree of aggression and obsession with constant change in common (Bedi 1991), which is reflected through Stan Shih’s own quote “...Never make a decision before you understand the overall situation. If unnecessary, make no decision at all.” (Trompenaars and Hampden-Turner 2001:244) as well as his strategy of being the ‘first to follow’ (Trompenaars and Hampden-Turner 2001:237), unlike that of Jack Welch’s being either first or second leader in the market concept. 

This case is in conformity with Hofstede’s uncertainty avoidance model. As described in Table 1.1, both leaders are high risk takers in general, nevertheless, the level of risk taking is different. Chinese Uncertainty Avoidance Index of high 80 explains Stan Shih characteristics of patience and ‘follower’ concept in his leadership, compared to US low uncertainty avoidance index of only 40 (Wibbeke 2009). 

3 Paternalism-Employee Commitment 

Erben and Guneser’s (2008) study results indicated that paternalistic leadership, where employees are to learn from the leaders who are regarded as the source of all the work details, is more likely to yield continuance commitment. Both Jack Welch and Stan Shih are paternalistic in the mentor-learner relationship, and have great influence on employees’ commitment, which is one of the elements mentioned in the leadership definition provided earlier in this report, nonetheless contrary to Erben and Guneser’s study, the paternalistic facet does not result in homogenous continuance commitment only. 

This can be explained by elements of ‘control’ and ‘care’ within the paternalistic framework itself (Erben and Guneser 2008). 
Jack Welch’s rank and fire system was aimed to continuously improve performance bar as well as the quality of leadership (Abelson 2001). In this case, employees were most likely to exhibit continuance commitment (Meyer and Allen 1997) for the sake of fulfilling personal interests. For example top performing employees in the 20% category might decide to stay in the organisation for the significant bonuses they received. 
The continuance motivation in GE might emerge as Jack Welch has more element of control in his paternalistic approach through the ranking and firing of those who did not meet the expectation. Jack Welch employed paternalism in the Western context where paternalism implies authoritarianism. 

In contrast to GE, where employees came second after shareholders, in Acer, employees were number one. Affective commitment (Meyer and Allen 1997) was expected to be seen from the employees, as under Stan Shih lead, staff were treated as family members, had protection and reassurance which might foster loyalty and emotional attachment to the organisation. 
The resulting affective commitment in Acer might be the result of Stan Shih dominant element of care in the paternalistic leadership as, in-line with the Chinese Confucian background of treating staff as family members (Hofstede and Bond 1988; Francesco and Gold 2005, Selmer 2007), he generously tolerated errors and applied learning by doing approach. Stan Shih practiced paternalism in Asian view of traditional family unity value (Liang, Ling, and Hsieh 2007). 

1 Employees 

GE prides itself with ethics and integrity (General Electric 2009), nevertheless, Jack Welch’s controversial personal attacks might not necessarily be seen as ethical by Acer employees. In Chinese culture, aggressive behaviour can damage ‘Guanxi’ the other party’s face, pride and dignity (Kirkbride, Tang, and Westwoor 1991; Bedi 1991; Berrell 2007), hence is why Jack Welch business focus in achieving the best (financial) outcome for the company by any means might not necessarily work when applied to Stan Shih’s relationship-focused company. The resulting commitment types in each company developed from the leaders’ cultural behaviour. 

EFFECTIVENESS 

Jack Welch and Stan Shih have many times been described as successful leaders, however, does success represent effectiveness? 
Different sources placed different emphasis on the elements of effective leadership. For instance according to Tannenbaum and Schmidt (cited in Kanungo 1998, p. 71), autocratic-participative behaviour is a critical factor, for this reason Jack Welch style of leadership might be voted more favourable. On the other hand, Flett and Hewitt (2006) highlighted the ability to tolerate failure as the defining aspect of effective leadership, as demonstrated by Stan Shih. 
From the previous section, it can be seen that one leadership style can be very effective in one place but may not be necessarily applicable in other culture. 
In terms of being effective and successful, Jack Welch’s style has been ideal for employees with Welch’s energy level and competitive drive required to survive in his company, as confirmed by the satisfied feedback of some of GE staff (The House That Jack Built 1993). The expectation was associated with people enjoying (although not initially) the hard work and gaining self respect and confidence from surpassing maximum performance. 
Meanwhile, Stan Shih leadership style would be favoured by Acer employees who still hold Chinese business values. 

Apart from the strengths, both styles also have downsides as elaborated in the next section and as summarised in Appendix B. What makes the leadership style most effective is the appropriateness with the situation and work characteristics, and how the possible negative outcomes and future implications are noticed and managed. 

FUTURE IMPLICATIONS- AREAS OF CONCERN 

One missing element in Jack Welch leadership is the attention to personal values. As implied previously, employees were expected to grow to appreciate Jack leadership style, however this might not always be the case if their personal values clashed with Jack Welch’s aggressiveness. 
It is also possible for the self-inflicting wounds generated from the rank and fire system to create unhealthy internal competition. Reported in Robbins (2003), under Jack Welch lead, GE employees had never felt good enough. Being rated average from time to time, along with restructuring and lay offs being an accepted part of the company, might also lead to employees being demoralised. 
Farson and Keyes (2002) put forward the argument that acceptance of mistakes encourages innovation. It is therefore also questionable whether Jack Welch’s 20-70-10 concept discouraged employees to innovate or take risks because failing would mean putting their jobs in jeopardy. 
Furthermore, nowadays, public is more conscious to the social consequences of this kind of business leadership, which in turn affects the popularity and effectiveness of this style in long term future. 

In contrast, people relationship approach as in Stan Shih’s style has long been said to be more favoured amongst employees (Brown 2003). Yet precautions have to be taken as the Chinese, Taiwanese and Asian values in general are changing and may not hold optimum effectiveness anymore in Acer traditional-values-based company. For instance, the Chinese and Taiwanese compliance value to absolute parental rights and authority has been weakening over the period of time especially amongst the younger generation with higher education level (Cheng et al. 2004), implying a possible change in the subordinate and organisational behaviour. 

Other possible downside would be staff being too comfortable and not as enthusiastic in constantly improving self performance Moreover, Stan Shih’s ‘soft’ business style and the almost always positive feedback may not be enough to motivate employees with non-Chinese background especially as Acer globalised even further. 

CONCLUSION 

The analysis of Jack Welch and Stan Shih leadership styles has demonstrated that the leadership styles are a function of congruence with the national cultural background. 

The other conclusion can be drawn from this report is associated with the effectiveness of different leadership styles. Jack Welch and Stan Shih are concluded as effective leaders during their leadership times as they were able to demonstrate a certain degree of flexibility. 
Ralph Stogdill (cited in Hersey, Blanchard and Johnson 2008) suggested that what determines leadership as effective is the versatility to adapt to situation. Both leaders have managed to demonstrate this attribute. Jack Welch went against the old culture of GE, set up his own ways based on the market situation, and attempted to build more people relationships along the way (even though his autocratic behaviour persisted), whilst Stan Shih disregarded the popular trend of Westernising Asian business at that time, fastened the company with the traditional Chinese values instead and along with global expansion, slowly reconciled the Chinese-Western culture. 
For both leaders to own the flexibility to adjust leadership style to changing situation is prevalent and critical to address the concern of the long term future implications. 
It is important to note that particular leadership style which works successfully and effectively in one culture may not generate the same outcome when applied in another culture. 
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APPENDICES 

Appendix A: Leadership Grid Comparison between Jack Welch and Stan Shih 
Table 2: Leadership Grid Comparison between Jack Welch and Stan Shih 

|Leadership Elements |(9.1) Authority-Compliance |(1.9) Country Club Manager | 
| |Jack Welch |Stan Shih | 
|Initiative |Jack Welch drives himself and others |Stan Shih assists and supports group members | 
|Advocacy |Stand up for own opinions regardless of others view |Others’ opinions embraced but leader has the final say | 
| |(Regardless of negative employees’ feedback, Jack Welch stood | | 
| |strong, arguing that what he has done was for the company | | 
| |greater good and better condition in future (The House That | | 
| |Jack Built 1993)) | | 
|Authority |Absolute compliance is the norm |Reassurance, father-son relationship | 
|Coordination |Formal |Friendly and family based manner | 
|Decision Making |Own decision matters most |Good relationship with others is prioritised in making | 
| | |decision | 
|Conflict |Resolved controversially |Avoided to maintain good relationship | 
|Critique |Weaknesses pinpointed |Positive feedback is dominant | 
| |Controversial criticism delivered openly |Mistakes are part of learning | 
|Commitment |Continual |Affective | 
| |People attached to financial bonus |People are emotionally attached to the Acer | 
| |People may resent the inability to leave |People genuinely enjoy working in the company | 

(Leadership elements based on Blake and Mouton 1986) 
Appendix B: Summary of Jack Welch and Stan Shih Leadership Effectiveness Comparison 

Figure 1: Summary of Jack Welch Leadership Effectiveness 

Figure 2: Summary of Stan Shih Leadership Effectiveness 

----------------------- 
Possible negative employees’ reactions 
Global employees with non- Chinese background may become demotivated 
Low achievement 

Ideal employee reactions 
Group/team work support 
Loyalty 

Stan Shih Leadership Style 
Supportive participative 
Democratic 

Possible employees’ negative reactions 
Low level of loyalty 
Demoralisation 
Unhealthy internal competition 

Shareholders 
Enjoy immediate return 

Shareholders 
Focus on long term return 

Community 
Strained relationship 

Community 
Mutual relationship with Acer 

Ideal employee reactions 
Resilience to change 
Higher competitive drive striving to the top, efficiency in performance 

Jack Welch Leadership 
Achievement-Oriented 
Autocratic 
Personal Attacks 

Jack Welch’s focus 

Stan Shih’s focus

