Relationship between Internal Organisation and National Culture and Institutions
Abstract
Employing a firm-level research on internal organisation structure, this paper studies the influence of Japanese national culture and institutions on internal organisation design of a Japanese MNEs. I report that some output deriving from features of Japanese national culture and institutions such as collectivism and Long-term orientation have a strong impact on internal organisation, although it does not keep consistency with Japanese national culture and institutions.

Introduction
Globalisation can be described as the greater movement, which unites the people of the world by combining economic, technological, socio-cultural, and political factors. That is to say, due to integration of national economies into the international economies through trade, investment, capital flows, migration, and development of technology, it is more likely to make the world homogeneous. (Global education, 2008) Especially, Multi National Enterprises (MNEs) are considered as one of the factors to promote globalisation since they have introduced “universal product” to global markets. (Hollensen, 2007) Therefore, it is said that the feature of each countries’ national culture and institutions may become uniformly with the expansion of globalisation. In this report, I address and analyse this assumption in terms of one Japanese MNEs’ internal organisation. The structure of this paper is as follows: The first section is definition of national culture and institutions, and then I 

refer to Japanese national culture and institutions in section two. In section three, the structure and characteristics of internal organisation is explained. In section four, the influence of Japanese national culture and institutions upon one Japanese MNEs’ internal organisation by employing a hypothesis model. Conclusion is also in section five.

Section One: National Culture and Institutions

There are many different definition of national culture, but Hofstede’s national culture theory is broadly accepted. He defines national culture as the common programming of the sense that differentiates people according to segmentation or relationship. (Peng, 2002) He also developed cultural dimensions in order to grasp remarkable national culture differences in differentiating cultures through his cross cultural psychology (CCP) researches, which were first conducted from 1967 to 1973 within a multinational company (IBM). Hofstede analysed more than 70 countries data collected by IBM, and then others studied students, commercial airline pilots, civil service managers, up-market consumers and elites in various countries. According to these results, he identified primary four dimensions, as describe below. (Hofstede, 2008)

1. Power Distance Tolerance (PD), that is the extent to which powerless people in groups or organisations look up to or follow distant authority. A secretary or chauffer for senior executives is good example.
2. Individualism (IDV), that is the degree to which individuals depend upon groups or organisations. The opposite side is collectivism,

which indicates the extent to that people have a sense of belonging to groups.
3. Masculinity (MAS), which shows that men’s values, with reference to competitiveness, measurable performance and assertiveness, are esteemed among organisations compared with women’s values.
4. Uncertainty Avoidance (UA), that is the extent to which individuals and organisations feel either comfortable or uncomfortable for taking risks. High UA culture tries to minimise all sort of mistakes about unexpected situations by safety measures, empirical knowledge and so on.

In addition to these four dimensions, after Bond’s research on students in 23 countries around the world with a survey arranged Chinese scholar, Hofstede and Bond introduced fifth dimension, as follows. (Hofstede, 2008)

5. Long-term Orientation (LTO), which is the degree to that a culture programs its members to invest or economise current welfare beforehand for the future. Low savings for retirement is good example of low LTO.

Although there are some criticisms of Hofstede’ cultural dimensions such as Dr. McSweeny’s one, Hofstede’s work has been broadly admitted and employed as a comprehensive framework in the common field of culture and business. (Chapman, 1997)

On the other hand, institutions are tidily defined as the social rules and regulations that make human behaviour interactive, while some institutional theorists consider that institutions is a broad concept including laws, regimes, constraints, as well as national culture considered “informal” institutions (Peng, 2002) Nevertheless,

there is another view in reference to the relationship between national culture and institutions. Lewin and Kim (2004) suggest a co-evolutionary perspective, which is that national culture influences on the configuration of institutions by acting as intermediate at national and firm level. In this report, I analyse the possibility of how national culture and institutions affect on firms’ internal organizations in terms of the co-evolutionary perspective between them.

Section Two: Japanese National Culture and Institutions

Japan is a parliamentarian democratic small island country locating East Asia and the official language is Japanese. Despite some religion such as Buddhism and Shinto are believed, the Japanese do not have the official religion. The national character also can be considered to be slightly introverted.1 Lewin (2004) points out that the background of Japanese national culture and institutions originates in the old Tokugawa era (1603-1868), while there has been an influence of the USA since after the World WarⅡ. During that period Japanese people established strong national identity as well as collectivism based on Confucianism, which places a high priority on respect for senior people, obligation to family, loyalty to superiority and so on. Since this background has still influenced on Japanese business structure, Japanese firms tend to construct interrelated groups call “Keiretu”, but also interact with government in order to enhance the comprehensive consensus on economic and social institutions. For example, the Ministry

of International Trade and Industry cooperates with the Japan Federation of Economic Organizations, which comprises major companies and banks, in order to work on some problems and changes surround business environment.2

In addition, Japanese firms possess some distinctive characteristics, which is the nature consequence emerging from Japanese national culture. These characteristics are represented by loyalty to company, respect for elders and superiors, self-sacrifice and consensus of opinion on the basis of lifetime employment and seniority based promotion. (Basu, 2003) Lewin (2004) point out that the lifetime employment means that the firms hold their employees as indispensable assets until the retirement age, that is, they have and depend upon a long-term orientation for human resource management. The seniority based promotion shows that the firms arrange or promote current employees to new posts according to a certain period or age in order to obtain new skills and knowledge. (Lewin, 2004) Therefore, Japanese firms mainly depend their labour power on internal organisations. Through these process employees seem to be committed to their companies because employees are given opportunities or responsibility with compensation.

However, instead of guarantee for the lifetime employment and seniority based promotion, employees are expected to meet a certain common cultural behaviour: Senpai-Kohai Relationship, Conformity, communication system called Hou-Ren-Sou and Kaizen. (Basu, 2003)   For the Japanese Senpai-Kohai Relationship means a pecking

order basically forming in school days and are sustained over the lifetime. Its procedure is that the seniors (Senpai) teach the juniors (Kohai) how to behave or work, norms and social common sense. And, Conformity emerges from Senpai-Kohai Relationship. As there is a proverb that ‘a tall tree catches much wind’, someone would be outcast when he or she lacks cooperation within groups, or does not look up to the seniors and their advice in Japan. That is to say, conformity links to low individualism. (For example, IDV of Japan = 46) Hou-Ren-Sou system, then, is an abbreviation of three Japanese words: Houkoku is to report; Renraku is to inform; Soudan is to consult or pre-consultation. In Japanese firms this system is considered as important obligation in order to share information between superiors and subordinates and then to make proper decisions. Thus, employees, from the clerk to even senior executive, cannot perform by themselves without Hou-Ren-Sou system as long as belonging to firms or organisations. Finally, Kaizen means continuous improvement of organisations and products or service. For instance, suggestions from employees produce many different alternations, which make workplace much better and better. Another good example is that encouraging employees to acquire new knowledge and skills leads to improve quality of products as well as to increase efficiency. (Basu, 2003)

Moreover, according to Hofstede’s (2008) five cultural dimensions, Japanese cultural scores are indicated as follows. (The UK, the USA, South Korea and China are

also listed in order to compare with Japan.)
TABLE 1 NERE HERE

From these scores it is possibly said that Japan is not only different from other Asian countries, but also is dramatically opposite compared with Western countries, although there are some similar points. For example, Japan, South Korea and China mark high score for LTO dimension, which is influenced by the teaching of Confucius, as these countries’ beliefs, thinking and behaviour are based on Confucianism since old times. (Hofstede, 2008; Lewin, 2004) However, Japan indicates high score for MAS among them.

Therefore, Japanese national culture and institutions are based on collectivism and long-term orientation. Also, through discussion or exchange for opinions within groups there is tendency to clarify uncertainty. 

Section Three: Structure and Characteristics of Internal Organisation

In order to manage or control employees firms are mainly operated by three diffused and decentralised structure of organisation: Unitary Form (UF), Multi-divisional Form (MF) and Holding Company Form (HF).3

Firstly, UF composes organisations based on functions such as sales, finance, production, etc, which are not profit centres but cost centres. Since UF’s decentralisation is oriented both low responsiveness and high integration to Headquarters (HQ), in fact, firms that organise UF keep highly centralised. So, the administration of all strategies and operations place on HQ. UF’s characteristics are that firms can obtain economise of scope and specialisation because of centralised control 

of functions and experts. However, there are no profit centres within UF structure.

Secondly, according to business field divisions like area, product and process, companies can organise MF by dividing their operations into each division. Although each operation indicates high local orientation, strategic decisions still remain at HQ for MF. In addition, each division can be a profit centre being able to employ economies of scope as well as to be observed by short-run profitability. Nevertheless, there can be a negative attribute that each division has same function, for example, production plant. 
Finally, the firms of HF actually delegate all their operations and strategies to subsidiaries that can manage by themselves or profit centres. That is to say, HF is almost total decentralisation supervising profit centres, while functional duplication also exist within HF.

Section Four: Cultural Influence on Organisational Design

In terms of Hofstede’s five cultural dimensions, we can see the association between each form of organisation and national culture and institutions.3 For instance, a UF structure employing functional units is consistent with high power distance tolerance, high collectivism, low masculinity, high uncertainty avoidance and high long-term orientation. Conversely, a MF profit centre divisions and a HF subsidiaries are coherent with low power distance tolerance, individualism, high masculinity and short-term orientation.

According to this theory, I identify a Japanese firm’s internal organisation structure, but also analyse

the relationship between it and Japanese national culture and institutions by comparing one hypothetical internal organisation, which would be suit Japanese national culture and institutions. Therefore, I propose the following relationship:

Hypothesis1: Organisational design, which consists with Japanese national culture and institutions, is positively associated with UF functional units.

This is because, as mentioned in Table 1, for each five cultural dimension Hofstede (2008) indicates the Japanese values for individualism (IDV)=46 (low), uncertain avoidance (UA)=92 (high), masculinity (MAS)=95 (high), power distant tolerance (PD)=54 (high-ish) and long-term orientation (LTO)=80 (high). 

Next, I analyse one Japanese MNEs’ internal organisation and compare it with above hypothetical design in order to study the influence of national culture and institutions on internal organisation. 

That MNEs is “Sharp Corporation” whose products are mainly electric household appliances such as TV, refrigerators and so on. Especially, the liquid crystal television acquires high value all over the world today. According to Sharp’s chronology4, Sharp was originally established as a small metalworking shop named Hayakawa on September 15, 1912 with three employees in Tokyo, and then in 1915 invented Ever-Sharp Pencil, namely “Sharp Pencil”, which has been based on current company’s name as well as employed by everyone. Afterwards, Hayakawa started marketing radio and radio parts. In 1935 the company altered its structure into a joint-stock corporation named

Hayakawa Metal Works Institute Co. For the next few years it established 18 overseas offices within East and South-East Asia and then changed the name to Hayakawa Electric Industry Co., Ltd in 1942. Since 1958 it started setting up sales office in all region of Japan as well as some research laboratory. Between1962 and 1963 Hayakawa Electric Industry Co., Ltd established Sharp Electric Corporation in the USA as a subsidiary, which is the first overseas base of sales, and reorganised its structure into three divisions: radio, home appliances and industrial equipment. Sharp Electric was established, from 1968 to 1969, both in Germany and in the UK, as sales base subsidiary. On 1st January 1970 the company name was changed Hayakawa Electric Industry Co., Ltd into Sharp Corporation. After that Sharp has expanded its overseas subsidiaries such as sales or manufacturing into 25countries/regions, but also reorganised its domestic organisation and subsidiaries. As a result, today, over 50,000 employees including Sharp’s subsidiaries have worked within Sharp group, whose sales is over 3,000,000 million yen (2006).4 However, as all subsidiaries have been established as “Keiretu” company, which is one of the features of Japanese national culture and institutions, their strategies and operations are controlled by Sharp’s headquarter. Thus, Sharp Corporation does not strictly establish H-form structure. 

On the other hand, Sharp’s internal organisation is now subdivided into different kinds of division, while it derives from three divisions of 1963. (See Appendix)

Each division is classified by core operation like solar system, communication system, international business and so on. That is to say, Sharp sets up multi-divisional form for its internal organisation. Therefore, we can see that there is no coherence between Sharp’s internal organisation and Japanese culture and institutions compared with the hypothetical organisational design: H1. 

Nevertheless, with reference to Sharp’s board of director comprised of 25 persons excluding auditors, all directors are men and promoted from its internal labour market4, namely, by lifetime employment and seniority based promotion as mentioned in section two. Also, these characteristics consistently link to Japanese high masculinity (95) and long-term orientation (80). This means that some features of Japanese national culture and institutions could affect Sharp’s internal organisation. As a result, for the case of Sharp Corporation, although its internal organisation structure does not always reflect Japanese culture and institutions, it is possibly said that completely removing the influence of Japanese culture and institutions is too difficult. 

Section Five: Conclusion
As I mentioned above, Hofstede’s five cultural dimensions and the co-evolutionary perspective on the relationship between national cultures and institutions could be practical theory in order to analyse the discrepancy or consistency for structure and organisation at firms and national level. According to these theories, we can see that the inclination of Japanese national culture is 

characterised as collectivism, a preference to certainty, male and long-term oriented, and that suitable organisational structure of Japanese firms would be unitary functional form relying on HQ. Also, this cultural aspect established original practices such as lifetime employment and seniority based promotion at organisation level. 

Then, through my research on one Japanese MNEs, Sharp Corporation, it is possibly said that there is a gap between actual internal organisation structure and Japanese national culture and institutions. However, the framework of Japanese national culture and institutions does not completely loose the influence on the firm’s structure because “Keiretu” system, lifetime employment and seniority based pay, natural output from Japanese national culture and institutions, have took root in the internal organisation structure.

Therefore, considering the influence of home country’s national culture and institutions in terms of internal organisation at firm level could not be conservative, while there is the expansion of cultural and institutional homogenise with globalisation.
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Table 1: Japanese five cultural dimensions
Dimension of Culture Japan UK USA South Korea China

Individualism 46       (Low) 89                 (High) 91     (High) 18     (Low) 15     (Low)

Uncertainty Avoidance 92     (High) 35     (Low) 46       (Low) 85     (High) 40     (Low)

Masculinity 95       (High) 66   (High) 62   (High) 39   (Low) 66   (High)

Power-Distance Tolerance 54 (High-ish) 35   (Low) 40   (Low) 60   (High) 80     (High)

Long-Term Orientation 80     (High) 25     (Low) 29     (Low) 75       (High) 114     (High)

Source: www.greet-hofstede.co
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